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{n the opinior of Bord Counsel, assuming continuing compliance with tertain requirements and covenants, under existing laws, regulations, rulings and fudicial decisions,
interest an the Serier 19944 Bonds is excludahle from grass Income of the reciplems thereof far foderal income tux purposes; however, interest on the Sertes 19944
Bonds constitites a specific item of tooe prefevence for purpases of the federal aftermative minimum rax for individuals and corporations. Bond Counsel is frther
of the opinion that, pursuant 10 the Act, the Series 19944 Bonds and the income thergfrom are exempt from taxation in-the Siate of Okfahoma. For a
more complete description of the opinion of Bond Counsel and o description of certain provisions of the Internal Revenne Code of 1986, a5
amended, which may affeet the federal tax eatment af iniergst on the Sevies 19944 Bonds for cermain Registered Owners thereof, see the
caption ““TAX EXEMPTION' herein and the proposed form of apinien af Bond Counsel xitached herelo as Appendix 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 1994A-2
Dated: Date of Issuance Due: September 1, 2020 Dated: Date of Issuance  Due: September 1, 2013
Auction Period: 35 days - Auction Period: 1 year

Price of All Bonds: %

The Student Loan Revenue Bonds, Series 1994A {the “*Series 1994A Bonds’™) will be issued by the Qidahoma Student Logr Autherity (the
*Authority™) as fully registered bonds without coupons in the principal amount of $100,000 or any integral multiple thereof, When issued, the Series
1994A Bonds will be registered in the name of Cede & Co., 25 nomince of The Depository Trust Company (“DTC™), New York, New York which will
act as securities depository for the Series 19944 Bonds, Individual purchases of beneficial ownership interests in the Series 1994A Bonds will be made
in Book Entry form only.

The principal of and jnterest on the Serics 1994A Bonds arc payable by the Trustee, Boatmen’s First National Bank of Oklahoma, Qkdahoma City,
Okfahoms, to DTC, which is in turn to remit such principal and interest ta its Participants (as defined herein) which are in turn 1o remit such principal
and interest to the Beneficial Owners (as defined herein) of the Series 1994A Bonds. See the caption “DESCRIPTION OF THE SERIES 1994A BONDS
— Securities Depository™ herein,

The Series-1994A Bonds will be issucd in two subserles 25 Auction Rate Securities®™ with variable rates of interest for each app]:cable Auction
Period {as described hercin). The rates of intrest on the Scries 1994A-1 Bands and the Scrics 1994A-2 Bonds from the Date of 1ssuance throuph JTanuary
25, 1995 and May 31, 1993, respectively, will be determined on or about December 20, 1994, Thereafter, unless changed as described herein, Series
1994A-1 Bonds witl bear imerest for each Imerest Period (as defined herein) at an Auction Rate (as described herein) based upon a 35-day Auction Feriod;
and the Se¢ries 1994A-2 Bonds will bear intgrest for each laterest Period at an Auction Rate based vpon 2 one-year Anction Period, cach a5 determined
by Bankers Trust Company, New York, New York (the ““Auction Agent™”) pursnant to the Anction Procedures described in ““Appendix F — AUCTION
PROCEDURES FOR THE AUCTION RATE SECURITIES™ herein, but in‘no event greater than 16% per annom. Until a Conversion Date or g Perind
Adjustment Date (each as described herein), if any, interest on the Scries 1994A-1 Bonds will be payable semi-annually on cach March 1 and September
1, commencing March 1, 1995; and intcrest on the Series 1994A-2 Bonds will be payable semi-annuzlly on each Junc 1 and December 1 1, commencing
Jm‘m 1, 1985, unless changed as described herein.

The Series 1994A Bonds will be issucd pursuant to the Bond Resolution (a8 defined hergin) on a parity with the Authority’s outstanding $39,670,000
fixed rate Student Loan Revenue Refunding Bonds, Series 1992A and Seéries 1992B (together, the ““Series 1992A&B Bonds™). Additiona] bonds or other
debt obligations (the *“Additional Bands’’) may be issued on a pasity with the Scries 1992A&B Bonads and the Serics 1994A Bonds. from fime to lime in
the firture, The Scries 1992A&B Bonds, the Series 1994A Bonds and any Additional Bonds are collectively referred fo herein as the “Bonds™.

The proceeds of the Serics 1934A Bonds will be used by the Authority, ameng other things: (i) to provide funds to finance Eligible Loans (as defincd
herein); (if) to fund capitalized interest; and (iii) 1o fund the Debt Service Reserve Requirement (as defined herein) for the Series 1994A Bonds, The Bonds
will be scctired by the Financed Eligible Loans, the Revenues and Recoveries of Principal thereon (each as defined herein), and certain securities 2nd othor
moneys pledged under the Bond Resolution.

The Series 1994A Bonds are subject to optional and mandatory redemption prior fo maturity as more fully described in the Bond Resolution
and herein nmder the hending “DESCRIPTION OF THE SERIES 19244 BONDS”, and are subjeet (o mﬂndatory fender upon conversion o
a Fixed Rate or 3 Varlahle Rate (each as defined herein).

The Bonds, and the interest thereon, are limited ancl special reverue obligations of the Autherity, secured by and payable solely from
revennes, Tunds and other assets specifically pledged therefor, as more particularly described herein and in the Bond Reselution. The Bonds, and
the interest thereon, do not constitute or creafe an obligation (general or special), debt, liability or morat obligation of the State of Oklahoma or
of any poliﬂcal subdivision thereof within the meaning of any constitutional or statitory provision whatsoever; and neither 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, premiuin if any,
or interest on the Bands. The Bonds, and the interest thereon, are not personal ubl:galmns of the trustees of the Authority and are not a general
obligation of the Authority, which has no taxing power.

The Series 19944 Bonds are offered when, as and If issued by the Authorisy and received by the Underwniter, subject fo prior sale, withdrawal or modification of the offer
without rotice and subject 1 the approval of legality by Kutak Rock, Oklahoma City, Oklahoma, Bond Counsel. Certaln lggal matters will be passed upon for the
Aurhority by Ite spacial counsel, Roderick W. Durvell, Esg., ond for the Underwriter by Rt counsel Willioms & Arderson, Litele Rock, Arkansas. It is expected
dhal the Series 19944 Bonds will be delivered rough the facilities of DTC in New York, New York on or ahout December 21, 1994,

This Preliminary Officizl Statement and the [eformation contained herein are subject to completion or amendment. These securities may not be sold, nor may an offer to buy be secepted, prioe to the
time the Officlal Statemnent iz delivered in fincd focm. This Preliminacy Official statement shall not consitute an offer to sefl or the salicitation of an offer to buy, noe shalf there be zny sale of these securitles
mmmmmmmmmm«mmummwmmm qmli&uﬁmormmpﬁmunderlﬁ:mniﬁulxmofmchpﬂsﬂcﬂon.

Smith Barney Imc. -

Dated: December ___, 1994

SMService Mark of Smith Barney Inc.



No dealer, broker, salesman or other person has been authorized hy the Authority, the State
Guarantee Agency or the Underwriter to give any information or to make any representations other
than those conteined im this Official Statement, and if given or made, such other information or
representations must not be relied upon as having been authorized by any of the foregoing. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any zale of, the Series 1994A Bonds by any person in any jurisdiction in which it is unlawful
for such person to make such offer, solicitation or sale. The information set forth herein hes been
obtained firom the Authority, the State Guarantee Agency, and other sources which are believed fo be
reliable. Such information is not guaranteed as to aceuracy or completeness by, and is not to be
construed as a representation of, the Underwriter. The information concerning the State Guarantee
Agency and DTC has 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
represenfation of, the Authorify or the Underwriter. The information and expressions of opinion herein
are subject to change without notice, and neither the delivery of this Official Statement nor any ssle
made hereunder shall, under any circumstances, create any implication that there has been no change
in the affairs of the Authority, the State Guarantee Agency, or any other entity described herein after
the date hereof. This Official Statememnt 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 INFORMATION FOR QUICK
REFERENCE ONLY. THE COVER PAGE AND THIS PAGE ARE NOT A SUMMARY OF THIS
ISSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT, INCLUDING ALL
APPENDICES ATTACHED HERETO, TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING
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 OVERALLOT OR
EFFECT TRANSACTIONS 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 1894A BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES
AND EXCHANGE COMMISSION. THE REGISTRATION, QUALIFICATION OR EXEMPTION QF
THE SERIES 1¢84A BONDS IN ACCORDANCE WITH APPLICABLE SECURITIES LAW
PROVISIONS OF THE JURISDICTIONS IN WHICH THESE SECURITIES HAVE REEN
REGISTERED, QUALIFIED OR EXEMPTED SHOULD NOT BE REGARDED AS A
RECOMMENDATION THEREOF. NEITHER THESE JURISDICTIONS NOR ANY OF THEIR
AGENCIES HAVE GUABANTEED OR PASSED UPON THE SAFETY OF THE SERIES i994A
BONDS AS AN INVESTMENT, UPON THE PROBABILITY OF ANY EARNINGS THEREQN, OR
UPON THE, ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT.

This Preliminary Official Statement and the information contained herein is in a form deemed
final by the Autherity for purposes of Rule 1502-12 under the Securities Exchange Act of 1034, as
amended (except for the omission of certain information permitted to be omitted under Rule 15c2-

12(b)(1)). However, the information herein is subject to revision, completion or amendment i a final
Official Statement.
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OFFICTAL STATEMENT
$32,200, 000
OFLAHOMA STUDENT LOAN AUTHORITY
student Loan Revepue Bonds, Series 1994A

Auction Rate Securities™ consisting of

$25,200,000 series 1994A-1 ' 57,000,000 Series 193412
Due: September 1, 2020 _ - Due: September 1, 2015 °

INFRODUCTION

This official statement includes the cover page herecf angd z2ll Appendices
attached hereto (the “Gfficial Statement®). This official Statement is being
distributed by the Oklahoma student Lean Authority (the “aAuthority“), an express
trust established for the henefit of the State of Oklahoma (the "State®) by a
certain Trust Indenture dated Augquet 2, 1972, to furnish infarmation in
connection with the cffering of its student Loan Revenue Bonds, Series 1994 (the
"Series 1994A Bonds"}. The Series 1994A Bonds will be issued by the Autherity
to provide, among other things, funds to finance Eligible Loans (as defined
herein) in ite participation in the Federal Family Education Loan ("FFEL™)
Program. ’

. The Series 1994a Bonds will be issued as Auction Rate securities™ (the
*auction Rate securitiesv) in twe subgeries, Series 1994a-1 (the "Serieg 1994A~
1 Bonds") and Sexries 1994A-2 (the “sSeries 1994a~-2 Bonds"), and will bear interest
for the respective Initial Periods (as defined herein) at rates of interest that
will be determined on or about December 20, 19%4. Subsequently, the respectiwve
interest rates on each subseries of the Ayction Rate Securities will be
determined from the implementation of the Anction Procedures described in
vappendix ¥ -~ AUCTION PROCEDURES FOR THE AUCTION RATE SECURITIES" herein, but
in no event greater than 15% per annum.

The Series 19242 Ronds will be issued pursuant to the General Reaoluticn
for the Issuance of Debt Obligations as previcusly adopted, supplemented, amended
and ratified by the trustees of the authority (the "General Regoluticn”) and
pursnant to a Series 15%4a Supplemental Bond Resclution (the "Series 19%4A
supplemental Reselution®) o be adopted prior to delivery of the Series 1%%4Aa
Bonds. Together, the General EResolution apnd the series 1994A supplemental
Resolution are herein referred to as the "Bond Resolution®. See "Appendix A -
SUMMARY OF CERTAIN DEFINITICNS AND PROVISIONS OF THE BOND RESOLUTION" herein.
In additicn, administration of the Trust Estate c¢reated for the Series 19%94a
Bonds will ke governed by a certain Trusgt Agreement dated as of December 1, 1934
(the "Trust agreement®) by and between the Authority and Beatmen’s First National
Bank of cklahoma, oklahoma City, oklahoma, asg trustee thereunder (the "Trustee"}).

The Series 1994A Bonds also are iassued pursuant te the provisions of the
oklahema student Loan Act, Pitle 70, oklazhomz statutes 1991, Sectiens 695.1 et
-seq., as amended (the vstudent Lcan Act®), and the oOklahoma Trusts for
Fortherance of Public Functions act, Title 60, oklahoma statutes 1891, sections
176 to 180.3, inclusive (the “Public Trust act")}. The "Student Loan Act* and
the "Public Truat Act" are collectively referred to herein as the "act".

The Series 199%94A Bonds will be issued on a parity with the aAuthority’sa
$39,670,000 outstanding aggregate principal amount of fixed rate Student Loan
Revenue Refunding Bonds, feries 19922 and feries 1992R ({together, the "Seriesa
1992a58 Bonds") which werse igsued pursuant to the General Resoclution and a Series
19922 and Series 1992B supplemental Bond Resolution adopted by the trustees of
the Aothority on November &, 1992 (the “Series 1992A&B Supplemental Resolution").

¥¥service Mark of smith Rarney Inc.




the Series 1994A Bonds constitute additionzl bonds for purposes of the series
1992258 supplemental Resolution. Furthermecre, the Series 1992a&%B Supplemental
Resolutlion and the Series 1994A Supplemental Resoluticn provide for the issuance
of additicnal bonds (the "additional Bonds") secured on a parity with the Series
1992358 Bands and the Seriesg 19944 Bonds. 8See the caption "SECURITY AND SOURCES
OF PAYMENT FOR THE SERIES 1994a BONDS" herein. The Series 189%22&B Bonda, the

Series 19943 Bonds and any Additional Bonds are collectively referred to herein
as the "Bonds®.

Certain capitalized terms used in thie official statement are defined in
"appendix A - SUMMARY OF CERTAIN DEFINITIONS AND PROVISIONS OF THE BOND
RESOLUTION™ herein. all other capitalized termz used in this official 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 1994% Bonds will be used by the Anthority, among
other thinga: {i) to provide funds to finance Eligible Leoans (as defined herein);
(1i) to fund capitalized interest; and (iii) to fund the Dbebt Service Reserve
Regquirement (as defined herein) for the Series 1994A Bonds. The costs associated
with the issmance of the series 19942 Bonds will be paid by the Authority from
certain of its general funds. Eligible Loans held under the Bond Resolution and
the Trust Agreement are referred to herein as "Financed Eligible Loans". The
education lcan promissory notes evidencing the Financed Eligible Loans and
related loan deocumentation will be held by the Trustee, acting as "Custedian®
pursuant to the provisions of a certain Master Custodian services Agreement dated
September 27, 1924 between the Custodian and the Authority. See the caption "THE
AUTHORITY": "aAppendix A - SUMMARY OF CERTAIN DEFINITICONS AND PROVISIONS OF THE

BOND RESOLOTION"; and "Rppendix B - DESCRIPTION OF TEE FEDERAL, FAMILY EDUCATION
LOAN PROGRAM" herein.

Financed Eligible Loans will be guaranteed: (i)} by the Oklahoma State
Regents for Higher Education (the vRegents»), acting as the state Gnarantee
Agency (the "state Guarantee Agency") in administering the Student Educational
Asgistance Fand (the "Guarantee Fund®); or, (ii) by other Guarantors of Eligible
Loans gualified under the provisions of the Bond Rescolution to act in such
capacity; or (iil) in certain instances by the Secretary (the "Secretary") of
the United States Department of Education (the "USDE"). The respective
Guarantors are reinsured, subject to varicus terms and conditions, by the
Secretary for reimbursement from 78% to l00% of the amounts expended in payment
of clajms by eligible lenders (including the Authority) regarding education loans
guaranteed by the respective Guaranters. As of September 30, 1994, approximately
28.6% of the FFEL Program loans held by the huthority were guaranteed by the
State Guarantee Agency and approximately 1.4% were guaranteed by another
Guarantor. See the caption "GUARANTEE AGENCIES” and "Appendix C - THE STATE
GUARANTEE AGENCY DESCRIPTIVE, STATISTICATL AND FINANCIAT STATEMENT INFORMATION®
herein.

The authority services its education loans internally on a remote servicing
system database provided by UNIPAC Service Corporation ("UNIPAC")}, Aurora,
Colerado. See the ception "TEE AUTHORITY - Loan Servicing” herein. Pursuant
to the Bond Resclution, the Authority is required to perform all services and
duties customary to the servicing of education loans in compliance with all
standards and procedures provided for in the Higher Education nhct of 1965, as
amended (the "Higher Educatioen Act"™}.

Fayment of the principal of and interest on the Series 1994a Bonds will
be secured on a parity with the Series 199%2a%B Bonds and any aAdditional Bonds
by the pledge effected by the Bond Resolution with respect to certain revenues
and assets, as described hereln, including Revenues and Recoveries of Principal
(as defined herein) received wlth respect to Financed Eligible Loans and moneys,
investments and other assets in certain funds and accounts established under the

Bond Resolution. See the capticn "SECURITY AND SOURCES OF PAYMENT FOR THE SERIES
19942 BONDS" herein.

The Bonds, and the interest thereon, are limited and special revenue
obligations of the authority, secured by and payable solely from revepues, funds
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and other assets specifically pledged therefor, as mare particularly described
herein and in the Bond Resolotion. The Bonds, and the interest thereon, do not
constitute or create an obligation {general or special}), debt, liability or moral
ohl.i.gat:.on of the State or of any political subdivision thereof within the
meaning of any constitutional or statutory provision whatsocever; and peither the
faith and credit nor the taxinpg power of the State or any political subdivision
thereof is pledged to the payment of the principal of, premium if any, or
interest on the Bonda. The Bonde, and the interest thereon, are not personal
obligations of the trustees of the Authority and are nmot a genmeral obligation
of the Anthority, 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 AND PROVISIONS OF THE BOND
RESOLUTION" herein for certain prov:l.slons regarding the rights, duties and
obl:.gatz.ons of the Trustee.

wWhile the Sar:.es\lsgtm Bonds are outstanding as Aucticn Rate gecurities,
they will be subject to, among other things, varying imterest Auction Rates,
changes in Auction Periods and mandatory tender for Conversion to a Fixed Rate
or a Variable Rate as determined by the Author:.ty, by smith Barney Inc. as the
initial "Market Agent" pursuant to the provisions of a certain Market Agent
Agreement dated as of December 1, 1984 (the "Market Aqent Agreement”) by and
among the Authority, the Trustee and Smith Barney Inc., and by Bankers Trust
Company, New York, New York, as the initial "Auction Agent" pursuant to the
provisions of a certaipn Auction Agent Agreement dated as of December 1, 1994
{the "auction Agent Agreement”) by and among the Authority, the Trustee and the
Aucticn Agent. In order to conduct the Auctions, the Auction Agent will, subject
to approval by the Authority, enter into one cx more Broker-Dealer Agreements
{the "Broker-Dealer Agreements™) in a form included ag an exhibit to the Auction
Agent Agreement with securities Broker-Dealers, J.nclud:mg Smith Barney Inc., that
desire to participate in the auctionms.

The descripticns of the Series 1994a Bonds and of the documents authorizing
and securing the Sseries 1994A Bonds contained hersin do net purpert to be
definitive or comprehensive. All references herein to such documents are
qualified in their entirety by reference to the Series 1994A Bopds and such
documents. Ccpies of the decuments may be examined at the office of the Trustee
logated at 211 North Robinson Avenue, Suite 1100 North, oklahoma ¢City, oOklahoma
73102, attention: corporate Prust services; or, at the offices of the authority
located at 4545 North Tincoln Boulevard, suite 66, Oklahoma City, Oklahcma 73105,
Attenticn: Pregident. During the of:Eer.Lng of the Series 19942 Bonds, copies
of such documents may be examined at the principal offices of smith Barney Inc.
laocated at 1345 Avenue of. . the américas, 46th Flecor, HWew York, New ¥ork 10105,
Attention: Debt Origination/$ecuritization.

DESCRIPTION OF THE SERIES 19944 BONDS

The Series 1994a Bonds are available in Book Entry form only. See
the caption "DESCRIPTION OF THE SERIES 1994A BONDS ~ Securities
Depogitory~ herein. as long as cede & Co., as nominee of The
bepository Trnst Company {the *DTC"), New York, NWew York, is the
Registered oumer of the Series 19943 Rands, J:eferences here:l_n to
the Registered Owners of the Series 1994A RBonds mean Cede & Co. and
do not mean the Benef:r.c:l.al owners (as defined herein) of the series
1994A Bonds.

Genexal

The Series 1994a supplemental Resolution to be addpted by the trustees of
the Authority will authorize, among cther things: (i) the issuance of the Series
1954a Bonds; (il) the transfer of fully disbursed Financed Eligible Ioans to the
Trust Bstate; (iii) the creation and administration of various Funds and
Accounts, including the series 1994a Debt sService Reserve Account in its
required amount; and (iv) the execution and delivery of the Series 19%3%4a




supplemental Resolution and the varicue related documents pertaining to the
issuance of the series 1994A Bonds.

The sSeries 19944 Bonds will be issued only as fully registered bonds
without coupons in the principal amount of $100,000 or any integral multiple
therecf. When issued, DTC will act as securities depository (the "securities
Depository") for the Series 1994A Bonds. The Series 1%94A Bonds will be issued
in fully registered form registered in the name ¢f Cede & Cco. (DTC 3 partnership
nomineey. ©One fully registered certificate will be iassudd for each maturity of
each subseries of the series 19%4a Bonds, each in the aggregate principal amount
of such maturity, and will be deposited with DTC. Individual purchases will be
made in Book Entry form only and purchasers of beneficial ownership interests
{the "Beneficial owmers") will not receive certificates representing their
interests in the Series 19942 Bonds.

Interest Rates on the Series 193%4A Bonds

For the Initial Period beginning on the Date of Issuance and ending: (i}
on January 25, 1995 with respect to the Series 1994A-1 Bonds; and (ii) on May
31, 1995 with respect to the 19%4A-2 Bonds, each subseries of the Series 1994a
Bonds will bear interest at an interest rate for such subseries of the Auction
Rate Securities determined on or about December 20, 1994. Therecafter, unless
changed as described herein, Series 1954A-1 Bonds will bear interest for each
Interest Periocd at an Auction Rate based upon a 35-day Ruction Period; and the
Series 1994A-2 Bonds will hear interest for each Interest Period at ar Auction
Rate based upon a one-year Auction Pericd, each as determined by the auction
Agent pursuant to the auction Procedures deseribed in Appendix F hereto, but in
ne event greater than 16% per annum.

Each Auction Pericd will commence on and in¢lude the first Businesz bay
follewing the empiration of the immediately preceding BAuction Perieod and
terminate on and include the day immediately preceding the next Rate adjustment
Date. The Rate Determination bate for the geries 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
to June 1 of each year, but subiect to adjustment as described in "Appendix F -

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

Interest on the Series 1994n-1 Bonds, until a Conversion Date (if any) or
a Period Adjustment Date (if any) will be payable semi-annnally on each March
1 and september 1, commencing March 1, 1995. Interest on the Series 19954a-2
Bonds, until a Conversion Date (if any) or a Pericd Adjustment Date (if any)
will be payable semi-annmually on each June 1 and December 1, commencing June 1,
1995 and at maturity. Interest on each subseries of the aucstion Rate securities
will accrue for ezch Interest Period, and will be payable in arrears on each
succeeding Interest Payment Date. Interest Payment Dates may change in the
event of a change in the length of one or more aAuction Periods. See "Appendix
F - AUCTION PROCEDURES FOR THE AUCTION RATE SECURITIES -- Changes in Auction
Terms (Changes in the Interest Payment Dates)® herein.

The amount of interest accruing to Beneficial owners of the Auction Rate
Securities in respect of each $5100,000 in principal amount thersof for any
Interest Feriod or part thereof will be calenlated by applying the Aunction Rate
for such Interest Period, or part thereof, to the principal ameunt of $1,000,
miltiplying such sum by the actual number of days in the Interest Period (or
part thereof concerned) divided by 360, and rounding the resultant figure to the
nearest cent. In the event an Interest Payment Date occurs in any Interest
Pericd on a date other than the first day of such Interest reriod, the Trustee,
after confirming the calculation required 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 above no later than the close of business on each
Rate Determinztion Date and will communicate it to the Trustee not later than
12:00 Noon Eastern Time on the next Business Day. The Trustee will prompily




confirm the calculation and notify the Auction agent of any error cr discrepancy
it believes exists in the calculation.

. Interest payments on each subseries of the Series 1994A Bonds are to be
made by the Trustee to the persons who are the Registered owners of such
subgeries of the Series 198942 Bonds, as of the Business Day irmediately
preceding each Interest Payment pate for such Series 1994A Bends (the "Record
Date"). The Series 1994A Bonds will be registered initially in the name of Cede
& Co., as nominee of DTC, which is acting as the Securitieg Depository for the
Bonds. See the caption "DESCRIPTION OF THE SERIES 1994A BONDS - Securities
Depesitory" herein for a description of how the Securities Depository, as the
Registered Owner of the Series 19947 Bonds, is expected to disburse such
payments to the Beneficial oOwners.

rayments of defaulted interest will be payable to the person in whose name
the Series 1994a Bends are registered at the close of business on a special
recerd 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 prior to the
date of the proposed payment of defaulted interest. The Trustee will promptly
notify the ARuthority of the Special Record Date and mail natice te each
Registered Owner of & Series 1994A Bond as to which Defaulted Interest is
payable, no less than ten (10} days before the Special Record Date, of the date
of the proposed payment of such defaulted interest.

The huction Rate for each subseries of the Aucticn Rate Securities for
each Auctlon Period will be determined in accoxdance with the Auctlion Procedures
deseribed in "Appendlx F =~ AUCTION PROCEDURES FOR THE AUCTICN RATE SECURITIES"
herein provided that:

. Al If a notice of an adjustment in the percentages used to
determine the Maximum Rate, the All-Hold Rate and the Non-Payment Rate has been
given by the Market agent and such adjustment hae not taken effect because of
a failure to satisfy the condition set forth in paragraph B in "Appendix F -
AUCTION PROCEDURES FOR TEE AUCTICN RATE SECURITIES -~ Auction Procedures
(Adjustment in Percentages Used to Determine Maximum, All-Hold and Nen-Payment
Rates)", then ap Auction will not be held on the Rate Determination Date
immediately preceding the next succeeding Rate Adjustment Date and the interest
rate on each subseries of the Auction Rate Securities for such next succesding
Interest Pericd will be the Maximum Rate caleulated on stich Rate Determination
Date; or

B. 1If, on any Rate Determinate Date, an Auction for any subseries
of the Auction Rate Securities is not held for any reason, the interest rate on
gsuch subseries of the Auction Rate Securities for the next succeeding Interest
Period will be the Maximum Rate calculated on such Rate Determination Date; and

¢. Notwithstanding the foregoing,

1. If the ownership of any subseries of the auction Rate
Securities is neo longer maintained in Book Entry form, the interest rate on such
subseries of auction Rate Securities for any Interest Period commencing aftex
the delivery of certificates representing such Auction Rate securities will be
the Maximum Rate calculated on the Business Day 1mmed1ately'precedlng the first
day of such Interest Period, or _\

2. If a Payment befault has occcurred, 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 Period
thereafter, to and including the Interest. Period, if any, during which, or
commencing less than two (2) Business Days after, such Payment Default is cuxed
in accordance with the Series 1994A supplemental Resolution, will be the Non~
Payment Rate calculated on the first day of each such Interest Psriod; or

3. If a proposed conversion or change in Interest Period has
-failed, as described below under the caption "DESCRIPTION OF TEE SERIES 19943
BONDS -~ Mandatory Tender of Auction Rate Securities”, the interest rate on such




subseries of the aAuction Rate Securities subject to the failed conversion will
be the Maximum Rate on the failed Conversion Date cr Period Adjustment Date, as
applicable, for the Interest Period commencing on soch date.

The Anction Agent will give written nctice promptly to the Trustee and
the aAuthority of the Auction Rate {unless the Aucticon Rate is the Non-Payment
Ratz) for each subseries of the Auction Rate Securities. 'The Trustee will
notify the Registered owners of the Auction Rate sSecurities of the aucticn Rate
for each subseries for the next pAuciion Period not later than the second
Business Day of such auction Period.

Mandatory Tender of Auction Rate Securities

The h~uction Rate Securities are subject to mandatory tender to the
2uthenticating agent (which initially is the Trustee) for purchase prior to
maturity on any Pericd Adjustment Date or Conversion Date for such subseries (a
*Mandatory Tender Date") at a purchaee price equal te 100% of the principal
amount thereof plus accrued interest, if any, to such Mandatory Tender Date,

In connectien with any mandatory tender for purchase of any subseries of
the aAuction Rate Securities upen 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 bDatej and (ii}
that no Registered Owners of such Auction Rate Securities will have the right
to retain their Auction Rate Securities on and after the Mandatory Tender Date
but that all Registered oOwners will ke 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

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

Registered Owners of any Auction Rate Securities subject to mandatory
tender will be required te tender their aucticn Rate Securitiez to tha
Authenticating 2Agent (which initially is the Trustee} for payment on the
Mandatory Tender Date at a priee egual to the principal amount thereof plus
interest accrued thereon to the Mandatory Tender Dete. Any auction Rate
Securities subject to mandatory tender on such Mandatory Tender Date for which
there haz been irreveeably depogited with the authentiecating aAgent (which is
initially the Trustee} amounts sufficient to pay the purchase price of such
Auction Rate securities, and undelivered auction Rate Securities will no longer
be entitled to the benefits of the Bond Resolution, except for the purpose of
payment of the purchase price therefor.

Ne later than the seventh day before any Mandatory Tender Date, the
Trustee will notify the Market Agent and the Authenticating Agent, by telephone
prompily confirmed in writing, of the principal amcunt of the subseries cf the
Zuction Rate securities outstanding subject to mandatory tender, and such notice
from the Trustee will be treated as a Notice and Demand for all purposes of the
Series 19%4A supplemental Resolution, whether or not the Auction Rate Securities
referraed to therein are delivered to the Authenticating Agent on such Mandatory
Tender Date; provided that payment of the purchase price of such aAuction Rate
Securities will be made on or after such Mandatory Tender pate only upon
delivery and surrender thereof to the Authenticating Agent.

Redemption Provisions

The Series 19924A Bonds axe subject to redemption by or on behalf of the
Authority upon notice as described under the caption "Notice of Redemption®
below. If less than all series 199%4a Bomds that are outstanding are to be
redeemed, the partienlar bonds to be redeemed will be selected (and redeemed
only in authcrized Denominations or any integral multiple thereof) as described
under the caption "Partial Redemption" below.

optional ﬁedbmption. any of the auetion Rate securitiesg are, or Series
1894A Bonds converted to a Variable Rate will be, subject to redemption prior




to maturity at the option of the Authority, in whele or in part, on any Rate
Adjustment Date for such subseries from any fundd at a redemption price egual
to the principal amount of the Series 1994a Bonds being redeemed, plus accrued
interest, if any, to the date of redempticn. any Series 19%4A Bonds converted
to a Fixed Rate will be subject to redemption prior to maturity at the option
of the Anthority, im whole or in part, en any date on or after the tenth
anniversary of the conversicn of such subseries at a redemption price egual to
the principal amount of the Series 19%34A Bonds being redeemed plus aceruoed
interegt, if any, to the date of redempticn.

Mandatory Eedémption. outstanding Series 1994A Bonds are subject to
redempticn prior te maturity at the ¢ption of the authority, in whole or in
part: (i) on any Rate 2adjustment Date for. any subseries of Auction Rate
securities or, after conversion,.any subseries of the Series 1994a Bonds bearing
interest at a variable Rate; cor (ii) cn any Interest Payment Date after
conversion with respect to the Series 1994A Bonds bearing interest at a Fixed
rate, at a redemption price equal to the principal amount thereof plus accrued
interest, if any, to the date of redempticn thereof from certain moneys in the
Series 1994A Redemption account of the Sinking Fund available therefor pursuant
to the Series 19944 Supplemental Resgolution. See "appendix A - SUMMARY OF
CERTALIN DEFINITIONS AND PROVISIONS OF THE BOND RESOLUTION -= Funds and Accounts®
herein.

Other Purchases and Mandatory Redemptions. If converted to e Variable
Rate, each subseries of the Series 19942 Bonds bearing a variakle Rate also will
be aubject to demand for purchase by Registered Owners thereof and mandatory
redemption by the Authority prior te maturity on the occourrence of certain
events and at a termination date for the corresponding letter of credit.

See "aAppendix a - SUMARY OF CERTAIN DEFINITIONS AND PROVISIQNS CF THE
BOND RESOTUTION" herein.,

Partial Redemption

If less than all of the series 19%4a Bonds are to be redeemed pursuant to
the Series 19943 supplemental Resolution, . Series 1994a Bonds of each subseries
to be redeemed will be redeemed from each such subseries on a pre rata basis.
The Series 1994A Bonds of the same subseries to be redeemsd will be selected by
lot in such manner as the Trustee determlnes, subject to appropriate roundlng
by the Trustee to effect redemption in aunthorized denominations.

In case a Series 19%4a Bond is of a denomination larger than an anthorized
Denomination, a portion of suck Series 19943 Bond (in an Avthorized
Denomination), or integral multiples thercof, may be raedeemed. Upon surrender
of any Series 1994A Bond for redempticn in part only, the Buthority will execate
and the Trustee will authenticate and deliver to the Registered Owner thereof,
the cost of which shall ke paid by the Awthority, a new Serxries 19944 Bond ox
series 1934a Bonds of the same subseries apd of authorized denominations, im an
aggregate principal amount egual tc the unredeemed portlon of the Series 19942
Bend surrendered.

Notice of Redemption

The Trustee will give notice of any redemption of the Series 19942 Bonds
not less than fifteen (15) days prior to the Redempticn Date, to the Registered
owners of the Seriea 1994A Bonds to be redeemed by mailing such notice by first
class mail, postace prepaid, to such Registered owners at their addresges
appearing in the registration beooks 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 redempticn of any Series 15%4A Bonds.

Any such notice will state the full name of the isaue including the dated
date and the maturity date, and, among other things: (i) the Redemption Date;
{ii) the Redemptien Price; (iii) the numberas of the Series 1994A Bonds keing
redeemed and the principal amsunt of each Series 1994A Bond being redeemed; {(iv}
the CUSIP number; (v) the aggregate principal zmount of the Series 13942 Bonds
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being redeemed; (vi) that, on the Redemption bate, payment will ke made upon
presentation and surrender of the Series 19943 Ponds to be redeemed and that
Interest on such Series 19942 3opnd (or portion theresof) will cease to accrus on
and after such date; (vii} the place or places where such Series 19942 Bonds are
to be snrrendered for payment; and (viii) the name of the Trustee znd an address
and telephone number for contacting the Trustee.

Notice of redemptien having been given asz described above, such Series
1994a Bonds (or portions thereof) to be redeemed will, on the Redemption Date,
become due and payable upon presentabtion and surrender thereof at the Redemption
Price specified, plus zccrued interest thereon, if any, te the Redemption Date.
if on the Redemption Date, moneys for the redemption of all the sSeries 19542
Bonds to be redeemed, together with interest to the Redemption Date, are held
by the Trustee so as to be avallable therefor on the Redempticn Date, on and
after the Redemption Date intereast on the series 1994a Bondg or porticns thereof
so called for redempticn will cease t¢ accrus and hecome payable. 1If moneys are
not so availzble on the Redemption Date, such Seriss 19942 Bonds will contimume
to bear interest until paid at the zame rate as they would have borne had they
not. been called for redemption.

Neo assurance can be given by the Authority or the Trustee that DTC will
distribute to the Participants, or the Participants will distribute to the
Beneficial Owners: (i) payments of principal and interest on the sexies 18543
Bonds paid to DTC¢ (or its nominee), as the Registered Owner; or (ii) any
redemption or cther notices; or (iii) that DTC or the Participants will serve
and act on a timely basis cr in the manner described in this ¢cfficial Statement.

Transfer and Exchange

Notwithstanding the following, for so long as the Series 1994A Bonds are
available only in the Book Entry system of DTC as the Securities Depository,
transfers and exchanges of the Series 19943 Bonds by the Beneficial owners
thereof shall occur as described under the caption "DESCRIPTION OF THE SERIES
1994A BONMDS - Segurities Depository® herein.

Upon surrender for transfer of any Series 1994A Bond at the principal
corporate trust office of the Trustee, duly endorsed for transfer or accompanied
by an assigoment duly executed by the Registered Owner or attorney duly
auvthorized in writing, the »authority will execute and the Trustee will
authenticate and deliver in the name of the transferee or transferees a new
fully registered Series 1994A Bond or Series 1994a Bonds for a like aggregate
principal amount of the same subseries and maturity.

Series 19942 Bonds may be exchanged at the principal corporate trust
office of the Trustee for a like zggregate principal amount of fully registered
Series 1994 Bomdds of the same subseries and maturity IiIn Authorized
Denominations. The Authority will execute and the Trustee will authenticate and
deliver series 1994a Bomds which the Registered Owner making the exchange isg
entitled to receive.

Nelther the Authority nor the Trustee will be reguired to regiater the
transfer of or to exchange:; (1) any Series 15924A Bonds during the fifteen (15}
calendar daya preceding the selection of such Series 1994A Bonds to be redeemed
or thereafter until after the close of business on the day of first mailing of

notice of such redemption thereof; or (ii) any Series 19%4Aa Bonds which have
been selected for redemption.

A3 to any Series 19943 Bond, the person in whose name the same shall be
rogistered shall be deemed and regarded as the absolute owner theresof for all
purposes, and payment of either principal of or interest on any fully registered
Series 19%4A Bend shall be made only to or upon the writtem order of the
Registered owner thereof or their legal representative, but such registration
may be changed as hereinabove provided. B2ll such payments shall be walid and
effectual to satisfy and discharge the liability upon such Series 1594Aa Bond to
the extent of the sum or sums paid.




- the Trugstee will require the payment by any Registered Owner requesting
exchange or transfer of any tax, fee or other governmental charge required to
be paid with respect to such exchange or transfer. ,

Lost, Stolen, Destroyed and Mutilated Series 1994A Bonds

Upon receipt by the Trustee of evidence gatisfactory to the Trustee of the
ownership of and the loss, theft, destruction or mutilation of any Series 1994a
Bond and, in the case of a lost, stolen or destroved series 19%4a Bond, of
indemnity satisfactory to the Trustee and the Authority, and upon surrender and
cancellation of the sSeries 1594a Bond, if mntilated: (i) the Authority shall
execute, and the Trustee shall authenticate and deliver, a new Series 1954A Bond
of the same subseries, maturity and dencmination in lieu of such lost, stolen,
destroyed or mutilated series 1994A Bond; or (ii) if gvch lost, agtolen,
destroyed or mutilated Series 19%4A Bond shall have been matured or have been
called for redemption, in lieu of executing and delivering = new Series. 19%4a
Bond, the Authority may pay such Series 19944 Bond. The applicant for any such
new Series 19943 Bond may be required to pay all expenses and charges. of the
psuthority and of the Trustee in connection with the issuance of such Series
1954a Bond.

securities Depnsltory

DTC will act as Securities Depository for the Seres 1994a Bonds. The
Series 19%4A Bonds will be issued as fully registered securities registered in
the name of Cede & Co. (DTC’s parimership nominee). ©One fully reqistered series
1294 Bond certlflcate will be isgued for each maturity of the sSeries 1954a
Bonds, each in the aggregate prlnclpal amount of such maturlty, and will be
deposited with DTC.. . )

pTCc is a . limited-purpose trust company organized under the New York
Banking Law, a “banking organization™ within the meaning of the Wew York Banking
Law, a member of the Paderal Reserve System, a "clearing corporation" within the
meaning of the New York Uniferm commercial Code, and =z "clearing agency"
registered pursuant to the provisions of Section 17A of the securities Exchange
Act of 1934. DTC -holds securities that its participants (v*Participants")
deposit with DTC. DTC also facilitates the settlement among Participants of
securities transactions, such as transfers and pledges, in-depcsited securities
through electronic computerized bock-entry changes in Participants/ ‘accounts,
thereby eliminating the need for physical movement of securities certificates.
Direct Participants include . securities- -bhrokers and dealers, banks, trust
companies, c¢learing corporations, and certain other corganizations. DTC is owned
by 2 number of its pirect Participants and by the New ¥York stock Exchange, Inc.,
the American stock Exchange, Inc., and the National Association of Securities
bealerd, Inc. Access Lo the DTC gystem is also available to others such as
securities brokers and dealers, banks, and trust companies that clear thrcugh
or maintain a custodial relationship with a Direct Participant, either directly
or indirectly ("Indirect Participants"y. The Rules applicable to DTC and its -
Participants are on file with the Securities and Exchange Commission.

Purchases of Series 19943 Bonds under the DPTC system must be made by ox
through Direct Participants, which will receive a credit for the Series 1994a
Bonds on DTC‘s records. The cwnership interest of each actual purchager of each
Series 19942 Bond (the *Beneficial Owner®) is in turn to be recorded on the
Direct or Indirect Participants’ records. Beneficial oOwners will not receive
written confirmation from DTC of their purchase, but PBeneficial ¢wners are
expected to receive written confirmations providing details of the tramsaction,
as well as periodic statements of their holdings, from the pirect or Indirect
Participant through which the Beneficial Owner entered intc the transaction.
Transfers of ownership interests in the Series ‘199432 Bonds are %o be
accomplished by entries made on the beooks of Participants acting on behalf of
Beneficial Owners. Beneficial owners will not receive certificates representing
‘their ownership interests in Series 19944 Bonds, except in the event that use
of the Bock Entry system for the Series 1994A Bonds is discoptinued. -



To facilitate subseoguent transfers, all Series 19942 Bonds deposited by
Participants with DTC are registered in the name of DTC’s partnership nominee,
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. DTC has no
knowledge of the actual Beneficial Owners of the Series 1992A Bondg; DTC's
records reflect only the identity of the Direct Participants teo whose accounts
such Series 1994A Bonds are credited, which may or may not be the Beneficial
Owners. The Participants will remain responsible for keeping account of their
holdings on hehalf of their customers.

conveyance of notices and other communications »¥y DIC 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 reguirements as
may be in effect from time to time.

Redemption notices shall he sent to Cede & Co. If lessa than all of the
geries 19%4A Bonds within an issue are being redeemed, DIC’s practice is to

determine by lot the amount of the interest of each Direct Participant in such
igeue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Series
1994A Bonds. Under its usual procedures, DTC mails an omnibus Proxy to the
buthority as soon as possible after the record date. The Omnibus Proxy assigns
cede & €o. s consenting or voting rights to those pirect rarticipants to wvhose
accounts the Series 1%994A Ronds are credited on the record date (identified in
a listing attached to the omnibus Proxy).

Principal and interest payments on the Series 19943 Bondes will be made to
DTC. DTC's practice is to credit birect Participants' accounts on payable date
in accordance with their respec¢tive holdings shown on DTCss records unless DTC
has reason to believe that it will not receive payment on pavable dates.
payments by Participanta to Beneficial Owners will be governed hy standing
ingtructions and customary practices, as is the case with securities held for
the accounts of customers in kearer form or registered in "street name", ard
will be the responsibility of zuch Participant and not of DTC, the Trustee, or
the authcrity, subject to any statutory or regqulatory requirements as may be in
effect from time to time. Payment of principazl and interest to DTC is the
responsibility of the aAuthority or the Trustee, disbursement of such payments
to Pirect Participants shall be the responaibility of DT¢, and disbursement of
such payments to the Beneficial oOwnera shall be the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing ita services as securities depository with
respect to the sSeries 1994Aa Bondas at any time by giving reasonable notice to the
Aauthority or the Trustee. Under such circumstapces, in the event that a
successor securities depository is not obtained, Series 19942 Bond certificates
are required to be printed and delivered.

The Authority may decide to discontinue use of the system of Book Entry
transfers through DTC (or a successor securities depository). Im that event,
Series 1994a Bond certificates will be printed and delivered.

The information in this section concerning DTC and DTC’s Book Entry system
has been obtained from DTC (Sample official Statement Language Describing Book-
Entry-only Issuance, P-1319A 11/91) and from other sources which the Authcority
believes to be reliable, but the Authority, Bond counsel, the underwriter and
its counsel, and the Trustee take no responsibility for the accuracy thereokf.

THE AUTHORITY, BOND COUNSEL, THE TRUSTEE AND THE UNDERWRITER (AND ITS
COUNSEL) CANNOT AND DO NOT GIVE ANY ASSURBNCES THAT THE DTC PARTICIPANTS WILL
DISTRIBUTE TO THEE BENEFICIAL OWNERS OF THE SERIES 19%4A BONDS: (1) FPAYMENTS OF
PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE SERIES 19943 BONDS; (ii)
CERTIFICATES REPRESENTING AN OWNERSHIP INTEREST OR OTHER CONFTRMATION OF
BENEFICIAL OWNERSHIP INTERESTS IN THE SERIES 1994A BOWDS; OR {iii) REDEMPTION
OR OTHER NOTICES SENT TO DTC OR ITS NOMINEE, AS ?HE REGISTERED OWHERS OF THE
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SERIES 19942 BONDS, OR THAT THEY WILL DO SO ON A TIMELY BASIS OR THAT DTC OR ITS
PARTICIPANTS WILL SERVE AND ACT IN THE - MANNER DESCRIBEDr IN THIS OFFICIAL
STATEMENT. THE CURRENT "“RULES" APPLICABLE TO DTC ARE ON FILE WITH THE
SECURITIES AND EXCHANGE COMMISSION AND THE CURRENT "PROCEDURES" OF DTC TO BE
FOLLOWED IN DEALING WITH DTC FARTICIPANTS ARE ON FILE WITH DTC.

NEITHER THE AUTHORITY, THE TRUSTEE NOR THE UNDERWRITER WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH DPC PARPICIPANTS (DIRECT OR INDIRECT) OR
THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO: (i) THE SERIES 1994a
BONDS; (ii) THE ACCURACY OF ANY RECORDS MAINTATMED BY DTC OR ANY DTC
PARTICIPANT; {iii) THE PAYMENT EY ANY DTC PARTICIFANT OF ANY AMOUNT DUE TO ANY
BENEFICIAL OWNER IN RESPECT OF THE PRINCIFAL AMOUNT OF OR INTEREST OR PREMIUM,
IF ANY, ON THE SERIES 1994 BONDS; (iv) THE DELIVERY BY ANY DTC PARTICIFANT OF
ANY NOTICE TO ANY BENEFICIAT OWNER WEICE IS REQUIRED OR PERMITTED UNDER THE
TERMS OF THE BOND RESOLUTION TC BE GIVEN TO REGISTERED OWNERS; (v) THE SELECTION
OF THE BENEFICIAL OWNERS TC RECEIVE PAYMENT IN THE EVENT OF ANY PARTIATL
REDEMPTION OF THE SERIES 1994A BONDS; OR (v:.} ANY CONSENT GIVEN OR OTHER ACTION
TRREN BY DTC AS REGISTERED OWNER. -

In reading this 0fficial statement, it should be understood.that while the
Seriss 1994A Bonds are in the Beok Entry system, references in other sections
of this 0fficial statement to Registered owner should be read tc include the
Reneficial ownere of the Series 1994a Bordsz, but: (i) all righta of ownership
must be exercised through PTIC and the Book Entry system; and (ii) notices that
are to be given to Reglstered Oowners by the Authorlty or the Trustee will be
given only to DTC,

SECURITY AND SOURCES OF PAYMERT FOR THE SER;ES 1994a BONDS
General

The Bond Resolution provides that the Bonds, including the Series 1994a
Bonds, and the principal of and interest thereon and related thereto, are
limited and special revenue obligations of the Anthority secured by and payable
on a parity solely from revenues, funds and other assets specifically pledged
therefor, including among other  things, all rights, +title, interest and
privileges of the Authorlty with respect tos :

2. The Financed Ellglble Ioang and any other student lcans finanred by the
authority by the expenditore of amounts pledged to secure the Bonds
under the Bond Resclution (including the educztion loan promissory
nates evidencing such indebtedness and related loan documentation);

B. The proceeds from the sale of the Serles 1994A.Bonds not applied to the
acquiaition of Eligible Lozns;

C. Moneys, Investment Securitieg” or Eligible Loans (including the
education loan promissory nctes evidencing such indebtedness and
related loan documentation) in an’ amount. at least egual to

deposited by the authority into the Trust Estate created

fordthe Szrles 1994a Bonds as additional collaterzl security for the

Bonds; an

D. The Revenues, Recoveries -of "Principal, mcneya, evidences of
indebtedness and securities in and payable into the Funds and Accounts
created by the Bond Resclution and held in trust pursuant to the Bond
Resolution and the Trust Agreement {excluding the ‘Rebate Fundy,
including any contract or evidence of indebtedness or the rights of the
anthority tc receive any of the .same, whether now existing or hereafter
ceming into existence, and whether now or hereafter acquired.

See “appendix A ~ SUMMARY OF CERTAIN DEFINITIONS AND PROVISIONS QF TEE BOND
RESOLUTION" herein. To the extent that the amounts on degosit in all Funds and
Accounts in the Trust Estates created for the Bonds exceed _ % of the principal
of, and accrued interest on, Bonds Outstanding, 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 Bonds, and the interest thereon, do not constitute or create an
obligation (general or apecial}, debt, liability or moral obligation of the
State or of any political subdivision thereof 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 thereof
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 obligations
of the trustees of the aAnthority and are not z general obligation of the
Authority, which has po taxing power.

sufficiency of cash Flows

Series 1994A Bonds. Baged unpon ita review of cash flew projecticns
prepared by Smith Barney Tnc. (the "Underwriter") using varicus stressful cash
flow aasumptions and scenarica, the authority expects that the Revenues and
Recoveries of pPrincipal con the Eligible Leoans in the Trust Estates for the
Bonds, plus amountg on deposit in the Series 1894A Debt Service Reserve Account
and cother accounts created by the Series 1994A Supplemental Resolution, will be
sufficient to meet prinecipal and interest payments on the Bonds and all Program
Expenses and rebate or other required pavments, if any.

See "appendix E -~ CASE FLOW ASSUMPTIONS" herein for a description of
certain assumptions used by the duthority and the Underwriter in estimating such
amounts securing the Series 1994A Ronds, the Series 19922&B Bonds and Program
Expenses, 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 various peyments relating to the Eligible Loans, see also, the
capticns "THE AUTHORITY" and "“GUARANTEE AGENCIES" herein, and "Appendix B -
PESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM", and "Appendix C -
STATE GUARANTEE AGENCY DESCRIPTIVE, STATISTICAL AND FINANCIAL STATEMERT
INFORMATION" herein.

Serica I992AsE Bends. The Series 1994A Bonds are issued cn a parity with
the Series 1992A%B Bonds which are outstanding in the aggregate principal amcunt
of §39,670,000. 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 1992A%B Bonds or
the Series 1%94a Bonds.

The Financed Eligible Toans in the trust estate for the Series 1992A&B
Bonds are the basic assets for cash flow on the Series 1992asR Bondes. At
Septerber 30, 19%4, the Eligible Loans in the trust estate for the Series
1992A8B Bonds had a current principal balance of 535,212,554, The following is
a brief overview of the characsteristics of the Eligible Loans portfeolio for the
Series 1952A4B Bonds at September 30, 1994,

Education Loan Type Per cent
stafford (subsidized) 89.5%
unsubsidized stafford 0.2
PLUS 0.2
SLS 0D.1l%

Total 100.0%
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Loan Status Per Cent

In-school 12.5%

Grace _ . ' 8.0
Deferred 8.8
Repayment - Current 58.6
Repayment - Delinguent 2.6
claima 2.5%
Total - 100.0%
School Tvne-' I Per Cent
University - 4 Year Bl.lg
College -, 2 Year : 4.9
Proprietary ' 14.0%
Total : 100.0%

As of September 30, 1994, the average borrower indebtedness of the series
1992a%B Bonds portfolio was approximately $4,200. Also as of that date, the
ratio of the aggredqate market valuation (Bligikle ILcans at cuxrent pripcipal
balance plus accrued interest and short-term Investment Securities at cost) of
the asgets of the trust estate, divided by the outstanding -aggregate principal
amount of the series 19%2a&B Bonde plus accrued interest and other outstanding .
and accrued liabilities was an asset coverage ratio of 103%.

Based on a cash flow certificate by +the AaAuthority 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, Ine.
{("Moody’s") to be extended tc March 1, 1996. As of September 30, 1934, there
was approximately $2,213,000-available for recyecling into additional Eligible
Loans. The authority has recycled these monies inte additional Eligible Loans.

Based upon its review of cash flow prejections prepared by the Underwriter
using wvarious stressful cash flow assumptions and scenariod, the Authority
expects that the Revenues and Recoveries of Principal on the Eligible Loans in
the Trust Estates for the Bonds, plus amounts on deposit -in the Series 19%92as&R
Debt Service Reserve Account and other Accounts and subaccounts created by the
Series 19%92A&E supplemental Resolution will be sufficient to meet principal and
interest payments om the Bonds and all Program Expenses and rebate or other
required payments, if any. See the caption "RATING" herein, and gsee "Appendix
E - CASH FLOW ASSUMPFTIONS" herein for a description of certain assumptlons uaed
by the Authority and the Underwriter in estimating such amounts securing the
Serlea 1992A&B Bonds, the Series 1%94A Bonds and Program Expenses.

Dzsclalmer. No assurances ¢an be given that actuwal receipts of Revenues
and Recoveries of Primcipal, actual expenditures related ta the Trust Estates
or Financing of Eligible Loans will occur as projected. <Consequently, actual
resultas should be expected to vary from projected results and such variation may
be material. See the caption "INVESTMENT CONSIDERATIONS" herein.

Debt Service Reserve Accounts

Series 1994A Debt Service Reserve Account. The Series 1994A Bonds also
ara Secured by amounts on deposit in the Series 1994A Debt Service Reserve
Account established pursuant te the Series 1994A supplemental Resolution. The
Series 1994A Debt Serwvice Reserve Account of the ginking Fund will be
esteblished from proceeds of the Series 1994A Bonds and maintained in an amount
equal to six percent (6%) of the Series 1594k Bonds Outstanding.

Upcn issuance of the Series 1994A Bonds, the Author;ty expects teo enter
into a flexible repurchase agreement with respect to amounts in the Series 19943
Debt Service Reserve Account. The repurchase agreement will be for a term equal
to the fipal maturity of the Series 1994A Bonds and will be required to be
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collateralized by U.S5. Treasury securities or certain govermment agency
gecurities with a market wvalue at least equal teo the reguirements of Moody’s
overcellateralization Guidelines and Tables in relation to the aggregate
principal amount of Series 19942 Bonds outstanding.

Amcunts on deposit in the Series 19942 bebt Service Reserve Account will
be used to pay the prinecipal of and interest on the Series 1%994A RBonds to the
extent amounts on deposit in the Series 1994A Principal account and series 199%4a
Interest Acccocunt cf the Sinking Fund are insufficient to make such payments.
In addition, unhder certain circumstances of.deficiency, amounts on depcsit in
the series 1994A Debi Service Reserve Accoudt may be used to pay principal of
and interest on the Series 19922&E Bonds And ‘any Additional Bonds.

hE I

Series 18592A&B Debt Service Reserve Account. A “Series 1952a%B Debt
Service Reserve Account” was egtablished for the Seriea 1992A&B Bonds pursuant
to the Series 1992A%E supplemental Resolution in an amount egqual t¢ six percent
{6%) of the Series 1952A&B Bonds Outstandirg. This account is invested in a
collateralized repurchase agreement with Postipaanki ntd.

Amounts on deposgit in the Series 1992248 Debt Service Reserve Account will
be uzed to pay the principal of and interest on the series 1992a&%B Beonds to the
extent amounte on deposit im the series 1992a&8 Principal Accounts and Series
1992A&R Interest Accounts of the sSinking Fund are insufficient to make such
payments, 1In addition, under certain circumstances of defigiency, amounts on
depoeit in the Seriez 1992248 Debt Service Reserve Account may ba used to pay
principal of and interest on the Series 19%4A Bonds and any Additional Bonds.

Additional Bonds

Additional Bonds may bhe issued under the Bond Resolution, on a parity with
the Bonds, including the Series 1994A Bonds, if the respective ratings on the
Bonds, including the series 1994a Bonds, outstanding will not be withdrawn or
reduced as a result of such issuance.

In addition, the Bond Resolution reguires a Debt Service Reserve
Requirement egual to six percent (6%) of the principal amount of all Bonds then
Outstanding, and provides that no Additienal Bonds may be issued thereunder
which have a superieor lien or, unless sgubsequently authorized by law, a
subordinate lien on the Trust Estate.

ESTIMATED SQURCEES AND USES OF FUHDS

The Authority expects to apply the proceeds from the sale of the Series
1324A Bonds and other moneys as follows:

Sources
Bond Proceeds $32,200,000
Advance by the autharity
Taotal ' [
Uses

Deposit te Series 19%4A Student Toan Account -]
Deposit to Seriez 199%4a Interest account
Deposit to Series 1994A Debt Service

Reserve Account 1,932,000
Costs of Issuance
Underwvriting Fees and Expenses

Total $

,In addition, upon delivery of the Series 1994a Bonds, the Authority will
deposit Eligible Loans intc the Trust Estate created for the series 1994A Bonds
with a current principal balance amount at least egual to § as
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overcollaterallzatlon and additional gecurity for the payment of prlnclpal of,
and interest on, the Bonds.

INVESTMENT CONSIDERATIONS

Prospective purchasers and Beneficial owners of the Series 19%4a 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 service on the,Bondas. In addition, other factors could affect
the ability of the Authority topadminister the Trust Estates for the Bonds and
service the Eligible ILoans in he pPzust Estates, and which could affect - the
marketability or market price JE the Series 1994A Bonds to an extent that can
not be predicted. Thisz section-of-the 0fficial statement doegs not inglude all
such factors, but is merely an attempt to summarize some  of these
conslderations. o :

Factors Affecting Cash Flow sufficiency

The cash flow projections (see the caption "SECURITY AND SOURCES OF
PAYMENT FOR THE SERIES 1594A BONDs - sufficiency of cash Flows" herein) utilize
assumptions, which the Authority believes are reasonable, regarding the current.
and future composition of and yield on the Authorityrs student loan portfolio
to be held in the Trust Estate for the Series 19942 Bonds, the rate of return
on meneys te be invested in various Funds and Accounts under the Series 19%4A
supplemental Resclution, and the occurrence of future events and conditions.
snch asgumptions are derived from the »authority’s experience imn 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 19942 Bonds will be received as anticipated, <+hat the
reinvestment rates assumed on the amounts in various Funds and Accounts will be
realized, or that Interest Benefits and Special Allowance payments from the USHE
will be received in the amounts and at the times anticipated. Furthermcra,
future events over which the Authority has no control may adversely affect the
anthority.

Receipt of Revenues and Recoveries of Pripcipal on the Eligible Leans in
the Trust Estate for the Series 19944 Bonds may be accelerated due to various
factors, including without limitation: (i) default eclaims or claims due to the
disability, death or bankruptey of the borrowers; (ii) actual principal
amortization periocds which are shorter than those assumed based upon the current
analysis of the aAuthority’s stundent loan portfolio; (iii) the commencement of
principal repayment by borrowers on earlier dates than are assumed based upon
the current analysis of the Authority’s student loan portfolio; and (iv)
economic conditions that induce borrowers to refinance or repay their loans
prior to maturity, including possible consclidation by the USDE’s William p.
Poxrd Federal Direct Loan Program competing with the aunthoxity’s FFEL Program.
Acoeleration of receipt of Revenues and Recoveries of Principal on Eligible
Loans in the Trust Estate for the sSeries 1924A Bonds may adversely affect
payment of principal of and interest on the $eries 19%4a Bonds when due,
including if such timing results in failvwre to recover from payments on the
Eligible Ioans in the Trust Estate for the Series 19%4a Bonds an amount equal
to that portion of the proceeds of the Series 1994A Bonds unsed to pay any
premium and transfer fee upon the acquisition of Eligible Loans or results in
an early redemption of the Series 1%94A Bonds. ‘However, in such case,
Registered Owners of the Sexies 19942 Bonds would be entitled te share the
benefits of the assets in the Trust Egtate for the Series 199ZA&B Bonds which
are pledged on a parity with the Series 19942 Bonds. .

Receipt of Revenues and Recoveries of Principal on the Eligible Loans in
the Trust Estate for the Series 1994A Bonds may be delayed due to vwvaricus
factors including without limitation: (1) borrowers entering deferment pericds
due to a return to school .or other eligible cenditions; (¢ii) forbearance being
granted to borrowers; (iii) loans becoming delinquent for periods longer than
assumed; (iv) actual Joan principal amortization pericds which are longer: than
those assumed bkased upon the current analysis of the Authority’s student lean

15



portfolio; and (v) the commencement of principal repayment by borrowers at dates
later than those assumed based upon the current analysis of the Authority’s
student loan portfolie. such delay in the receipt of Revenues and Recoveries
of Principal on Eligible Licans in the Trust Estate for the Series 1594A Bonds
may adversely affect payment of principal of and interest on the series 1594aA
Bends when due. However, in such case, Registered owners of the Seriez 19942
Bonds would be entitled to 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.,
Iy

If actual regeipt of Revenues and Recoveries of Principal under the Series
1394 supplemental Resolution or actual sxpenditures vary materially adversely
from those projected, the Trustee would be required to utilize monies in the
Trust Estate for the series 1992A&B Bonds. If all of these pledged scurces were
insufficient, then the Authority may be unable to pay the principal of and
interest on the Series 1994aA Bonde when due. In such event, the sSeries 1994a
Supplemental Resolution authorizes, and under certain circumstances requires,
the Trustee to declare an Event of Default, accelerate the payment cf the series
1994A Bonds, and sell the Eligible Loans in the Trust Estate and all other
assets comprising the Trust Estate. See "aAppendix A - SUMMARY OF CERTAIN
DEFINITIONS AND PROVISIONS 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 Estate and the other assets comprising the Trust Estate for
a sufficient amount to pay all of the remaining principal of and accrued
interest on all Bonds, including the Series 19942 Bonds.

Noncompliance with the Higher Education Act

Noncompliance with the Higher Educaticn Act by the anthority, a Guarantor,
or by a prior lender or servicer may adversely affect payment of principal of
and interest on the Bonds, including the Series 19%4A Bonds, when due. The
Higher Education Act requires lenders, including the Authority, making and
servicing Eligible Loans, a Guarantor guaranteeing student loams and serxrvicing
agents servicing student loans to follow certain due diligence procedures in an
effort to ensure that Eligible Loans are properly made and disbursed teo, and
timely repaid by, the borrowers. Such due diligence procedures include certain
loan application procedures, certain loan origination procedures and, when a
student loan is in default, certain loan collectjion procedures. Such lean
application and lcan origination procedures are usually performed by ths
Authority, but ip certain instances may have been perfcormed by a prior lender
or gervicer. Such loan collection procedures are usually performed by the
Autherity, 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 Guaranter on such loans,
or in the cGuarantor’s refusal to honor its guarantee on such loans to the
Authority, or in the Authority keing required teo repay to the Secretary or a
Guarantor varicus federal benefits received by the authority with respect to an
Eligible ILoan which is Dot entitled to receive such amounts. Loss of
reinsurance payments by the Secretary could adversely affect the ability of the
cuarantor to honor guarantee c¢laims made by the authority, and lozs of guarantee
payments to the Authority by a Guarantor or other federal benefits could
adversely affect payment of principal of and interest on the Bonds, including
the Series 19942 Bopds., In certzin of such occcurrences, the Autherity may have
the right of reimbursement from a prior servicer that failed to properly service
such loans, or the right to cause a prior lender to repurchase a loan which is
subject to a loss of quarantee payments.

Financial Status of Gunarantors

The Authority’/s ability to pay, when due, the principal of and interest
on the Bonds, including the Series 1994A Bonds, from monies to be received inte
the Trust Estates depends in part on the Authorityrs timely receipt from the
cuarantors of guarantee payments required to be made pursuant to agreements
between the Authority and the respective Guarantors. BAlthough the Guarantors
are obligated to make 100% guarantee claim payments as to guaranteed loans
diabursed prior to october 1, 1923, and, with certain exceptions, 98% guarantee
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claim payments as to guaranteed loans first disbursed on or after Octoher 1,
19583, tc the authority and to other leanders, the Guarantors rely on reinsurance
. by the sSecretary [which reinsurance amount varies between 78% and 100% of the
amount of the claim paid, depending on when the leoan was made and on the default
rtrigger” rate applicable to all loans a Guarantor has guaranteed and not just
the loans held by the authority). The ability of the eGuarantors to make
guarantee claim payments with respect to defaulted Eligible Ioans in the Trust
Estates for the Bonds in full and in a2 timely manner is dependent, in part, upcn
factors which. are unrelated to the authority’s Eligible Loan pertfolio and may
be impaired if guarantee claim payments exceed expectations.
ESLIL2Y
The Higher Edncation Amefidments of 1392 to the Higher EBEducaticn Act
contained certain amendments tRabewere intended to enhance the financial status
of Guaranteors. However, the gtudert Loan Reform Act of 1993 contained eertain
amendments affecting Guarantors, such as reducing the maximum guarantee fee
allowed to be charged by Guarantors, reducing the reinsurance rates from the
Secretary for Eligible loans first disbursed on or after octeber 1, 1993 and
reducing the defaulted loan eollection retention rzte, among other things. The
Secretary was also given authority to recover and restrict the use of Guarantor
reserve funds under certain circumstances.

Az ¢f september 30, 1994, approximately 98.6% of the authority’s FFEL
Program loans were guaranteed by ‘the Regents, acting as the State Guarantee
Agency. Consequently, the Authority relies significantly on the financial
status of the state Cunarantee Agency and its obligations to make guarantee claim
payments on defaulted Eligible Loansz in the Trust Estates for the Bonds. buring
a pertion of each of the past five federal fiscal years ended September 30, the
state Guarantee Agency has received reimbursement payments from the Secretary
on some of ite reipsurance requests at the rate of 90% of the claim ameunt
instead of 100% because of the *"trigger" rate calculation for such federal
fiscal years. .See the caption "GUARANTEE AGENCIES" and "Appendix C - THE STATE
GUARANTEE AGENCY DESCRIPTIVE, STATISTICAL AND FINANCIAL STATEMENT INFORMATION®
herein, '

Changes in Federal Law

Since its original enactment, the Higher Education Act has been amended
and reauthorized several times, including the Higher Education Amendments of
1986, 1990, 1992 and 1993, There can be no assurance that the Higher Bducaticon
Act, or other relevant law, will not be changed in a manner that could adversely
impact the Autheority’s FFEL Program.

The student Loan Reform Ect of 1993 enacted a variety of changes in the
FFEL Program, and enacted a Federal Direct sStudent Loan Program (now renamed the
William D. Ford Fedoral Direct Loan Program) with direct lending by the USDE te
students at eligikle institutions participating in that preogram. B2among other
things, changes made to the FFEL Program included imposing on lenders or holders
certain user/lender loan origination fees, a redmction of the insurance or
guarantee level on defaulted Eligible Loans to 28% of the czlaim amount for leans
first disbursed on aor after October 1, 1993 and a pending reduction (for lcans
first disbursed on or after July 1, 1995) on interest benefits on Eligible Loans
while the Secretary is paying interest benefits on such loans, e.g. loans in
school, grace or deferment status.

The transition from the FFEL Program to the william p. Ford Federal Direct
Loan Program will involve increasing reductions in the velume of loans made
onder the FFEL Program generally. As these reductions occur, servieing cost
increases and revenue reductions for lenders and holders, such as the authority,
and for Guarantors may cocur. Additionally, if the velume of loana made under
the Authority’s FFEL Program is reduced, the authority may be required to redeem
the Bonds, including the Series 1994A Bonds, sooner than expected which could
adversely affect the cash flow in the Trust Estates. The Student Loan Reform
act of 1993 may therefore have a material adverse impact on Guarantee Agencies
and student lean lenders and holders guch as the authority. See ~appendix B -
DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM" herein.
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Secondary Market Liquidity

n Registered or Reneficial ownerrs ability to sell their interests in
Series 1994a Bonds, and the price realized therefrom, will be dependent on the
szcondary market for such securities.

To facilitate secondary market trading for the Auction Rate Securities,
the aAuthority has contracted with the Market Agent and the aunction agent, and
agreed to pay the fees of easch, to conduct Auctions. In addition, the
Underwriter has agreed to act as a Broker-Dealer with respect to Auctions. The
Authority will use its best efforts to obtalzpiparticipation by other Broker-
Dealers in these Auctions. The Authority has agreed to pay a Broker-Dealer Fee
(as defined in the muction Agent hgreement) tortompensate these Broker-Dealers
for their handling of Bids and Orders (each as defined herein)} on behalf of
existing helders or potential holdsrs of the Auction Rate Securities. However,
under the Broker-Dealer Agreements, the Broker-Dealers will nect be obligated fto
maintain a secondary market for the Auction Rate Securities, or act as a dealer
for their own account in bnying and selling such securities.

There can be no assurance that sufficient clearing bids will be received
te make each Auction successful to enable a holder to sell their interests in
the anction Rate Securities. Participation by existing holders and poterntial
holders in the Auctions, the supply and demand for the Auction Rate Securities
and the results of the 2Anctions, will be dependent on numercus Ifacters,
including without limitation: {i} general eccnomic and securities market
conditions; (ii) generzl levels of interest rates, incleding interest rates
(before and after tax considerations) on comparable secuwrities available on the
market; (iii) the credit rating assigned to the Series 1994A Bonds which is a
current assessment of the credit werthiness of the issuer with respect to a
specific ohligaticn and may be changed, suspended or withdrawn by the agency
furnishing same (see the caption "RATING” herein); and {(iv) the other investment
congiderations described in this section of the ¢fficial sStatement.

Enforceability of Remedies

The remedies available to the Trustee, the authority or Registered Cwners
of the Bonds, including the Series 19543 Bonds, upon an Event of Default under
the Bond Rese¢lution are in many raspects dependent upon judicial actions which
zre aften subject to discretion and delay. Under existing constitutional and
statatory law and judicial decisions, including specifically Title 11 of the
United States Cecde (the federal bankruptcy coade), the remedies provided in the
Bond Resolution or the Trust Agraéement may nNot be readily availzble or may be
limited. The various legzl oplnions delivered concurrently with the delivery
of the Serlies 1994a Bonds and the Ssries 1%94A Supplemental Rescluticn are
qualified as %o the enforceability of the warious legal instruments by
limitations imposed by baamkruptcy, reorganization, insolvency or other similaxr
laws affecting the rights of crediteors generally.

THE AUTHORITY
organization

The Rothority was created by an express Trust Indenture dated angust 2,
1972 in accordance with the provisions of the act. The Student Loan Act
authorized the Governor of the State to accept the beneficial interest in the
trust, which was so accepted on august 2, 1972, making the state the heneficiary
of the trust. The Authority is governed by five trustees who are appointed by
the Goavernor of the State, subject to the advice and consent cf the State
Senate, for overlapping five (5) year terms.

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

parents and, in certain instances, purchases quaranteed education loans frem
other eligible lenders,

18



The offices of the authority are located at 4545 North Lincoln Boulevard,
Suite 66, Oklahoma City, Oklahoma 7310%. Its administrative telephone number
ig (405) B556-92210 and its faecsimile transmission number is (405) 556-9255.
Administration

The present trustees of the authorlty and their prlnclpal occupations are
as follows'

A LELEA Term Principal
Hame offriee ;. Expiraticn Occupation
3IDE BSL -
Patrick Rooney o Chairman . 04/086/95 Chairman, charter

Wational Bank:
Oklahema City, OK

Joe BE. White, Jr. - - Vice’ 04/06/96 ‘Attorney, Hughes,
: ' Chairman ‘ White, Adams & Grant;
‘ . Oklzhama City, OK
Dr., Bill H. Hill - Trustee 04/05/97 President, Eastern

Oklahoma state
: tollege; Wilburtom, CK
Chrisgstie Woodson Secretary 04/06/88 chair, Lawtop Christian

. School; Lawton, OF
Ted Vanhandingham Asgistant 04/06/99 General Manager & Co-

Secretary . . gwner, bevery Implement
- Company; Alva, OK

The day-to-day management of the Authority is wvested in a pfesident and
executive staff appointed by the trustees of the Anthorlty The present
executive officera of the Authority are listed below:

Dr. Gene Satterfield, President. Dr. Satterfield became President and
Chief Executive officer of the Authority on January 22, 1951. From 19273 until
assuming his current position, he was the University Business Manager of
Oklahoma state Uniwveraity, sStillwater, o©oklahcma. "Prier to that he was the
Assistant Controller for Oklahoma State University. He has also served as the
contreller and sSecretary-Treasurer. for the oklahema state University Education
and Research Foundation. Dr. Satterfield is a member of the Oklahoma and the
Central Associations of Callege and University Business Officers as well as
various ecivie organizations. Dr, satterfield received a Bachelor of Sciance
degree in Business in 1961, a Master of Arts degree in 1984 and a Doctor of
Education degree in 1988 from oklahoma State University.

Patricia Vanantwerp, Esq., Vice President - Dending. Ms. Vanantwerp has
been employed by the Authority in her current position since July 1, 1887. From
1984 to 1987, Ma. Vanantwerp was employed by the oOklahoma &tate Regents for
Higher Education as Director of the Oklahoma Student Loan Program. From 1978
te 1984, Ms. VanAntwerp was Assistant ©General <Counsel for the o0Oklahamra
Corporation Commissiocn. Ms. Vanantwerp received a Bachelor of science degree
in Business from Oklahoma State Universgity in 1960. In 1977, she received a
Juris Doctor degree from oOklahoma city University school of Law. she is a
member of the Oklahoma Bar Association, the American Bar Asscociation, the
Oklahoma County Bar Association, Women Lawyers of oklahoma, National Association
of Women Lawyers and the oklahoma and Naticnal Businpess and Professional Women‘s
Organizations.

Roderick W. Durrell, Esq., Vice President -~ Fipance. Mr. Durrell has bheen
employed by the Authority gince July 1, 19%0 with primary responsibilities - in
financial analysis and planning. Pr;or to jeining the nuthorlty, Mr. Durrell
was in private practice SpECl&llZlng in public fimance law in oOklahema city and
an officer of municipal securities broker-dealer firms in oklahema city. Mr.
Durrell is a member of the Oklahoma Bar Association and the National Association
of Bond Lawyers. Mr. Durrell receiwed his Bachelor of science degree from the
University of vermont in 1967, his Master of Business Administraticn degree from
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the University of Hartford in 1972 and his Juris Doctor degree from the
Univeraity of oklahoma in 1975.

Graden Perry, Vice President - ILoan Management. Mr. Perry joined the
Avnthority staff on July 8, 1991 and assumed the position of Vice President on
Janmuary 1, 1992. Mr. Perry was employed by Continental Federal Savings & Loan
Association, oOklahoma City, Oklahoma, frem 1876 to June 1991. He was Retail
Banking Division Manager, Senior Vice President from 1984 to 1991; chief Loan
officer, Senior Vice Pregsident from 1983 to 1984; Personal ILending Division
Manager, Senlor Vice President 1980 to 1883; amdBranch Manager, vice President
from 1976 to 1980. wWhile at Continental Federali Mr. Perry’s responsibilities
included developing and managing its guaranbeed:student loan activities. From
1959 to 1976 Mr. Perry wasg employed by Transamerica Financial cCorporation in

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

William A. Rogers, C.P.A., Vice President-Operaticns and Contreller. Mr.
Rogers has been emplcyed by the Authority as Contreoller since Qctober 1, 19%1.
His primary duties as Contrcller are the production of accrual basis financial
statements, related management reports and the management of systems related
thereto. TFrom 1387 to 1991, Mr. Rogers was the controller for W. R. Hess
company of chickasha, oklahoma, a gasoline jobber and retailer of computer.
hardware and software. From 1981 to 1887, Mr. Rogers worked in publie
accounting in o©oklahoma ¢City where his duties included auditing, management
advisory services and tax compliance work for a variety of governmental, non-
profit and commercial entities. TFrom 1978 ta 1981, Mr. Rogers worked for the
State of Arkansas, Division of Legislative BRudits, performing financial and
compliance aunditaz of municipal and county governments in Arkansas. Mr. Rogers
received a Bachelor of science degree in 1878 from Arkansas State University and
received his CPA certificate in July, 1983. EHe is a member of the ¢Oklahoma

Socliety of Certified Public Accountants and the American Institute of Certified
Public Accountants.

The Authority has approximately 35 full time equivalent employees.
Purposes and Powers

The basic purpose of the authority ia to provide funds for insured leans
to qualified persons attending participating post-secondary educaticnal
ingtituticna and te carry out the chjectives of the student Loan 2ect. In ordexr
to carry out the purposes of the Student Looan Act, the aAutheority is authorized
to incur indebtedness by the igzuance of revenue bonds, notes or other evidences
of indebtedness and to secure such obligations by lien, pledge or otherwise.
Weither the Bonds nor any cbligations issued by the aunthority constitute an
obligaticn or indebtedness of the state, or any other political subdivision
therecof, or personal obligations of the trustees of the Authority. ¢bligations
issued by the authority are obligations of the aAuthority payable from the
revemies pledged thereto.

The Trust Indenture which created the Autherity, and the aAct, smpower the
trustees of the anthority, among 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
autherized to make and perform contracte of every kind, to do all acts in their
judgement necessary or desirable for the proper and advantagecus mahagement,
investment and distribution of the trust estate and income therefrom; to select
depositories for the funds and securities of the Autherity; 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 claim, demand or contract for
the authority. Under the Public Trust Act and the Trust Indenture creating the
Authority, the trust can not be terminated by voluntary action if there is any
indebtedness or fixed term obligations cutstanding, unless all owners of such
indebtedness or obligatione consent in writing to the termination. The
Authority shall, at such time as its purposes have been 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 trust estate to the State as the
beneficiary under the Trust Indenture.

Lending Programs

The Authority is an criginmating student loan lender and, pursuant to a
certain Lender of Last Resort Agreement dated .as of February 18, 19394 between
the Authority and the Regents, is also a lender of last resort. The lending
programs offered by the 2uthority make loans for students enroclled in the
following types of peost-seccndanys educational institutions: (i} four year
universities and colleges;  {(iigxebtwe year Jjunior, community and technical
colleges; (iii). proprietaryiwosational and trade schools; and (iv) public
vocational -technical schools.iomswoklahoma residents attending edneational
institutions out of state are also-eligible to berrow from the autherity.

The following table illustrates the dollar amount and type of loan
principal dlsbursed by the- Authorlty for the past five fiscal years ended June
30.

Fiscal stafford Unsubsidized - PLUS SLs : HEATL
Year Loans stafford Loans Loang Loans Total
1994 §16,882,455 $1,836,539 $2,431,349 53,881,683 § 0 $25,032,126
1993  $13,763,054 § 236,958 3,707,397 £4,447,144 £2,015,072 524,169,625
1992  $15,627,661 © W/A $3,907,382 $5,638,148 52,917,59% $28B,090,790
1991  $20,838,491 N/a $4,326,004 $6,933,522 $3,177,974 $35,275,991
1890 $14,713,689 N/A $4,753,406 -$6,944,067 £$2,071,312 828,482,474

The lending programs pfeséntly offered by the Authority are described below:

‘ A. Federal Stafford Loan (*stafford”) Program. This is the basic
student loan made under Parts B and ¥ of Title IV of the Higher Bducation Act far
eligible students pursuvant to a "needs test". The amount borrowed may not cxceed
the gtudent’s cost of education minug other aid received. Under this program, an
undergraduate student can borrow from $2,625 to %5,500 per year depending on the
year of schooling, subject to reduction in the cese of academic programs that are
less than one year leong. The stafford horrower is aubject to -total borrowings of
$23,000. In addition, a graduate student can borrow a maximum amcunt of $8,500 per
year subject to total borrowings of $65, 500.

B. Unsubsidiged Stafford Loans ("Hnsubs;dlzed stafford®) For Middle
Income Borrowers Program. The huthority began offering Unsubsidized stafford Loans
under Section 428H of the Higher Education Act begqinning January 1, 1993. <his
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
govermment doés not pay “the interest on the loan while the student borrower is in
scheol o in the grace period. However, borrowers can defer payment on an
Unsubsidized stafford loan from the Anthority until the student borrower graduates
(or ceases his or .her studies), and for the grace - peried afterwards by
capitalization of the interest to the principal balance to be repaid.

Effective July 1, 1994, the Federal supplemental Loans for students ("SLS")
Program was repealed by the Higher Educationm Act and merged intc the Unsubsidized
stafford Program. - Presently, an eligible Unsubsidized Stafford borrower that is
a dependent undergraduate student can borrow from 52,625 to $£5,500 per year
depending on the year of scheoling, less available amounts of subsidized Stafford
loans. An eligible Unsaubsidized Stafford borrower that is an independent

undergraduate student can borrow from $6,625 to $10,500 per yvear depending on the

year of schocling, less available amounts of subsidized Stafford loans. Both
dependent and independent borrower amounts are subject to reduction in the .case of
academic programs that are less than one year leng, and subject to a total lecan
limit of $46,000. Dependent graduate gstudents can borrow a maximum amount of -
$8,500 per year, and independent graditate students can borrow a maximom of $18,500

per year. -Both dependent and independent Unsubsidized stafford

graduate/profeasicnal studies horrowers are subject te a total loan limit of
$138,500.
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€. Federal Parent Loans to Undergraduate Studentg (rPLUSY) Program.
PLUS Jloans are made to parents who do not have adverse credit to help meet the
post-secaondary education expenses {less other aid) of their dependent undergraduate
students. A borrower seeking to secure a PLUS loan need not satisfy the "needs
test" imposed on students seeking subsidized Stafford loans. B2n eligible PLUS
borrower can borrow a maximum of the remaining unmet annual educational need
without a dellar limit on behalf of esach dependent student.

See "Appendix B - DESCRIPTION OF THE FEDERAT FAMILY EDUCATTON LOAN PROGRAM"
herein for a more complete description of the FFEL Program.
I

As of september 30, 1994, approximatelyfsség% of the authority s FFEL Program
loans were guaranteed by the State Guarantee Agency.

At September 30, 1394, the Authority had a approximately $103,311,350 of
educatian loan principal (net of a $975,000 allowance for loan logsez) receivable
from borrowers. The compogition of this recelvable amount was as foliows:

Pexr Cent
Loan Type JPrincipal amount ocf Total
Federal stafford
Subsidized $81,871,787 79.2%
Unsubgidized 3,439,824 3.4
Total stafford $ 85,311,711 82.6%
Federal SIS 7,340,095 7.1
Federal FLUS 7,357,225 7.1
HEAL 3,302,319 3.2
Loan Principal Receivable $103,311,350 100.0%

*Plug deferred accrued interest to be capitalized on repayment.
These .loans were aold to another student lcan helder in November 1994.

In February 1994, the Autherity began offering loans to certain students,
primarily those atitending certain high default rate scheols, under certain
conditions pursuapnt to the State Guarantee Agency’s Lender of Last Resort Loan
Program. Through September 30, 1994, the Aunthority had disbursed approximately
$463,000 principal amount of such loans.

Beginning July 1, 1994, 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 lendiug directly
at eligible schools electing to participate in that program, thus eliminating FFEL
Program lenders, such as the Authority, from origlnating some or all education
loans at the participating schools. The Authority is unable to predict the future
impact of FDSLP on its originations of FFEL Program loans or on the effect of FDSLP
on the originations of FFEL Program loans by other lenders that might sell such
loans to the Authority.

Al First Year Participation JIn FDSLP, In the first year of
implementation, FpSLF is intended nationally to achieve a 5% share of the annual,
student loan volume. In Oklahoma, Oklahoma State University, Stillwater, oklahoma
is pearticipating 1002 in FDSLP. In the Fiscal Year ended June 30, 1994,
approximately 7.4% of the anthorityrs lending volume was made to students (or
their parents) attending oklahoma State Univeraity. In addition 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

conanl@date them as FDSLP Direct Consolidation Loans rather than as Consolidation
Loans in the FFEL Progran.

B. Comparative Authority Lending Volume. Despite the presence of
FDSLP, the Ruthority’s lending volume for the four months ended october 31, 1994
was approximately $%,481,000 compared with disbursements of approximately
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£8,713,000, for the camparable period last year. This is an increase of &.1% in
lending volume. :

C. Second Year Participation 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 volume. Schools that applied to participate in the
second year have been announced by ¥SDE. The parent holding company of an Oklahoma
school where the Authority originates loans has been listed as a participant in
FDpSLP in the second year. That oklahoma school accounted for approximately 15.5%
of the Authority‘s lending volpme; in the Fiscal Year ended June 39, 19%4. The
Autheority is unable to predict the extent of participation by the oklahoma school
in FDSLP. The aggregate lendjngsyolume of the other schools in Cklahoma that
applied for participation in EPSER In the second year is not material to the
Authority‘s lending volume.

b. Foture Impiementation of FDSLP. In future years, FDSEP naticnally
has a target share of the annual student lcan velume of 50% in the years ending
June 30, 1997 and 1998, and 60% in the year ending June 30, 1959, The authority
is not able to prediet the extent of participation in FDSTP by schools where the
Authority presently lends.

The Autherity plans to begin making FFEL Preogram Federal Conseollidaticn Loans
in the immediate future. The Authority may develop and offer other student lending
programs from time to time in the future.

Loan Acquisitions

Beginning in June 1993, the aunthority started acguiring certain guaramteed
education loans from other eligible lenders in oOklahoma. Under the provisions of
the purchase agreements for such loan acquisitions in the secondary market, the
selling eligible lender agrees to repurchase any loans that have a claim rejected
by the guarantor thereof or are not c¢ollectible for certain other reasons because
of ecircumstances or events that occurred prior to the acquisiticn of the leoan by
the Anthority. Through octeober 1, 1994, the Authority had acquired approximately
$12,950,000 principal amount of such loans from other eligible lenders.

Loan Servicing

The Authority originates and services its own loans on a Remote Servicing
System database provided by UNIPAC pursuant to the provisions of a certain
Electronic Data Processing Service Agreement dated as of November 1, 1993 for a
term ending Octcber 31, 1996. Based on infeormaticn provided by UNIPAC and not
independently verified by the Authority, Bond Counsel or the Underwriter, UNIEAC
began its education loan servicing cperations on January 1, 197B. UNIPAC provides
education loan servieing, time aharing, administration and other services to
lenders, secondary market surchasers and guarantee agencies throughout the United
States. In order to provide these gervices, UNIPAC has developed and maintains a
computer mainframe and software-system. :

UNIPAC is owned 80.5% by Union Bank and Trust company of Nebraska. As of
september 30, 1994, UNIFAC had approximately 640 employees in Aurora, Celorado, and
approximately 205 employees in its office in Lincoln, Webraska. &as cf September
30, 1994, UNIPAC’S full serviecing volume was approximately $3.7 billicn for its
full service clients. &t that date, UNIPAC alsc had $1.6 billion of serviecing
volume on its remote lender servicing system, including the FFEL Program loang h=l)d
and serviced by the Authority on the Oklahoma Remote Servicing System datahase at
UNIPAC.

conversion of the Authority’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 leans using the facilities of the Remote Servicing System.

Additionally, in July 1994, the Authority started originating and servicing
education loans for another COklahcma lender participating in the FFEL Program.
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Bducation loan servicing by the Authority iz also ¢onducted under the registered
tradename "Oklahoma student Loan Servicing»®.

outstanding Indebtedness

The »authority has issued wvarious obligations for funding its lending
Programs. At september 30, 1994, the authority had a total outstanding long term
indebtedness of approximately $101,122,000, as itemized in the following Table.

Hotes el
LT EALT

variable Rate Revenue Hate,

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

1950 serieg A (Stafford)...evevsw.. 22,463,564
Variable Rate Revenue Note,

Series 1991C (HEAL ) cveerevronvavnns 4,181,173
Taxable Variable Rate Revenue

Note, Seriesf 1993L (FFELP).ea...--- 28,832,000

*Includes $432,671 of deferred
accrusd interest payable., This
Note was redeemed in November 1994.

Total Notes outstanding $ 61,451,737
Bonds

Student Loan Revenue Refunding

Bonds, Series 1992A (FFELP)}e..a.... $30,680,000
Student Loan Revenue Refunding

Bonds, Seriea 1992B (FFELP)ee:ceesa- 8,950,000

Total Bonds Outstanding $ 39,870,000

Total Indebtedness $3101,121,737
The outstanding notes listed above have been issued under separate
resclutiona, and are secured by trust estates and revenue sources =eparate and

apart from the assets and revenues pledged for the Bonds, including ithe Series
1994a Bonds.

The authority may issue additional indebtedness from time to time in the
future pursuant to the General Resoluticr. Such debt obligations would be issued
ag Additional Bonds pursuant to a supplemental rescolution cn 2 parity with the
Bonds, ineluding the series 19943 Bonds, unless a aubordinate lien isgue is
subsequently authorized by law and undertaken by the Authority.

Plan for Doing Business

The Authority prepared a Plan for Doing Businessz (the *Plan*) which was
siebmitted to the Governor of the state and the state Guarantee Agency. The Plan
was approved by the @overnor of the sState on august 24, 1687 and was transmitted
to the Secretary.

Financial statements

The fipmancial statements of the Authority are prepared on the basis of
gensrally accepted accounting prizciples. The financial statements for the Fiscal
Years ended June 30, 1924 and 1993 were audited and reported on by KPMG Peat
Marwick ILP, oOklahoma City, oklahcma, independent certified public accountants.
such finaneial statements (including the Notes thereto), and the accountants’
report thereon, are included herein as Appendix D.

The Bonda, including the series 1994A Bonds, and the interest thereon, are
limited z2nd special revenue obligationz of the authority pavable solely from the
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assets of the Trust Estates. ¥The finanecial informatjon presented in Appendix. D is
intended only as background financial information on the Authority 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 1%94A Bonds upon
written request directed to the Awothorityrs Vice President - Finance. The
Authority has not undertaken the obligation to furnish additional or more frequent
information on its finances or operations, ar on the Eligible Loans incloded in the
Trust Bstates for the Bonds (including the Series 19942 BondS), te the Registerad
or Beneficial Owners of the Series 1994A Bonds,

GUARANTEE AGERCIES

The material in this Section of the official Statement iz a very brief
overview and does not purport to be complete information on the
Guarantors of Eligible Toansa, including the State Guarantee aAgency
which is the primary Guarantor of education loans 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 DESCRIPTIVEH,
STATISTICAL AND FIRNRANCIAL STATEHBNT IRFORMATION" herein for such
information.

Guarantee and Reinsurance of Loans

The Eligible Loans in the Trust Estates for the Bonds, including the series
1994a Bonds, will be guaranteed: (i) by the Regents- ¢klahoma Guaranteed Student
Loan Program (“OGSLP"), as the state Guarantee agency; or (ii) by other Guarantors -
gualified under *the Bond Resclution to act in such capacity; or (iil) in certain
circumstances by the Secretary. As of September 30, 1994, approximately 58.6% of
the FFEL Program loans held by the Authority were "guaranteed by the sState cuarantee
Agency pursuant to a certain Agreement to Enderse Loans dated as of Octcber 3, 1994
between the Authority and the Regents. Approximately 1.4% of such loans were
guaranteed by another Guarantor.

Pursuant to a contract of gquarantee between a guarantor and an eligible
lender, such as the authority, the lender is entitled to a ¢laim payment from the
Guarantor for 398% to 100% of any proven loss resulting from default, death,
permanent and total digability, or discharge in. hankruptcy of the berrower. In
servicing a portfolio of education loans, an. eligible lender, including the
Authority, is reguired under the Higher Bducation Act and the rules and requlatiens
of the Guarantors to use due diligence-in the servicing and collection of loans and
to use collection practices no less extensive and forceful than those gemerally in
use among finanecial ipatitutions in order to maintain the guarantee on the loan.
The eligible lender, including the authority, is required to continue collectieon
efforte on a defaulted leoan until the loan is 180 days past due and submit a claim
for payment thereon to the Guarantor within 90 days thereafter.

Pursuant to the RBigher Education Act, each respective Guarantor has entered
into a guarantee agreement (the "Federal Guarantee Agreement") and a supplemental
guarantes agreement (the "Supplemental Guarantee Agreement”), pertaining to the
secretary’s reimbursement to each respective Guarantor for amcunts expended by such
Guarantor in discharge of its guarantee obligation with respect to losses resulting
frem the default by the borrower in the payment of principal or interest on loans
guaranteed by such Guarantor. The Supplemental Guarantee Adgreement is subject to
annual remnegotiation and to terminaticn for cauvse by the Secretary.

oklahoma Guaranteed Student Loan Program
Substantially all of the guaranteed FFEL Program conducted by the Authority
is operated under the guidelines of OGSLP. Numercus other lenders also make

education loans guaranteed by the sState Guarantee Agency utilizing the Guarantee
Fund. OGSLP is operated by the Regents, an agency of the state, acting as the
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State Guarantee Agency and administering and wutilizing the Guarantee Fund
established in the $tate Treasury by Title 70 oklahcma sStatutes 1981, Sectiong
622 and 623, as amended, to guarantee education lozns made by various eligible
lenders, including the Authority, to applicants who attend approved universities,
colleges, wvocaticnal education or trade schools.

OGSLP has been in operation in the State since Hovember 1965. Except for the
huthority, eligible lenders have primarily consisted of banks, savings and loan
associations and credit unions. 2aAs of September 30, 1994, loans had been made by
various eligible lenders and guaranteed by the :State Guarantee Agency in the total
principal amount of approximately £1.5 billiomsnifvwhich approximately $888 million
aggregate principal amount was ountstandingiaz The  Guarantee Fund balance (cash
basis) at that date was $11,223,116 or, l.l4%rcfzithe guaranteed principal amount
outstanding. This ratio exceeds the requirements of the Higher Education Act. The
reserve ratic required by the Higher Education Act for the State Guarantee Agency
for the current Fiscal Year ending June 30, 1995 will be 0.7%, which requirement
will increase to 0.9% for the Fiscal Year ending June 30, 1996 and increasing to
1.10% for the Fiscal ¥ear ending June 30, 1897.

For a description of the State Guarantee Agency, including statistical and
financial statement information, see "appendix ¢ = STATE GUARANTEE AGENCY
DESCRIPTIVE, STATISTYCAT. AND FINANCIAL STATEMENT INFORMATION" herein.

ABSENCE OF LITIGATTION

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
of the Authority taken with respect teo the isguance or sale thereof, or the pledge
or application of any moneys or security provided for the payment of the Series
1994A Bonds or the existence or powers of the authcrity.

LEGALITY OF INVESTHMENT
The Student Loan Act provides in pertinent part ia Section 625.3 as follows:

All bonds issued under the Oklahema Student Loan Act are legal
and authorized investmemts for banks, eavings banks, trugt companies,
savings and loan associations, Iinsurance companies, fiduciaries,
trustees and guardians, and for the State of Oklahoma and any of its
pelitical subdivisions, departments, institutions and agencies. When
accompanied by all unmatured coupons appurtenant thereto, the bonds are
sufficient security for all deposits of stzte funds and of all funds
of any board in control at the par value of the bends.

LEGAL MATTERS

The issuance of the series 1994aA Bends is subject to approval of validity by
Kutak Rock, oklahoma City, oOklahoma, Bend Counsel, whose approving opinion is
expected to be delivered substantially in the form attached herete as Appendix E.
Certain legal matters will be passed cn for the Authority by its special counsel,
Roderick W. Durrell, Esqg.; for the Underwriter by its Counsel, Williams & Anderson,
Little Rock, Arkansas; and for the Trustee by its general counsel, sam Ott, Esg.
certain legal matters alge will be passed on by the Attorney Geperal of the state
of Oklahoma in approving the transcript of legal proceedings. see alec, the
caption "TAX EREMPTYON" herein.

TAX EXEMPTION
. In the opinion of Rutak Rock, Oklahoma city, oklahoma, Bond Counsel, under
existing laws, regulations, rulings and judicial decisions, interest on the series

1594A Bonds is excludable from gross income of the recipients thereof for federal
income tax purposes; however, interest on the Seriss 1994n Bonds constitutes a
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specific item of tax preference for purposes of the federal alternatlve mlnlmnm'tax
for individuals and corporations.

The Internal Revenue Cede of 1986, as amended (the “Code®) imposes a number
of requirements that must be satisflied for interest on state and local chligations
to be excludable from gross inceome for federal income taxX purposes. These
requirements include limitations on the use of bond proceeds and the source of
repayment of bonds, limitations on the investment of bond proceeds prior to
expenditure, a requirement that excess arbitrage earned on the inveatment of
certain bond proceeds be paldiperiodically to the United states, except under
certain circumstances, and a reqiirement that information reports be filed with the
Internal Revenue Service. Thér Authority has covenanted +to comply with the
requirements of the Code in order to maintain the exclusion from gross' income of
interest on the Beriez 1594aA Bonds-for federal income tax purroses.

The opinion of Bond cCounsel will assume continuing compliance with the
covenants of the Authority pertaining to those sections of the Code which affect
the exclusion from gross income of interest on the Series 1994A Bonda for federal
income tax purposes and, in addition, will rely on representaticns by the autherity
with regpect to matters sgsolely within the knowledge of the aAuthority which,Bond
counsel has not independently verified. If the Authority shonld fail to comply
with its covenants or if the foregoing representaticns should be determined to bhe
inaceurate 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 Counzel has not undertaken to
determine (or to inform any -person) whether any action taken (or not taken) or
events occurring (or not cccurring) after the date of ilssuance of the series. 15943
Bonds may affect the tax status of interest on the Series 1594A Bonds.

although Bond counsel iz of the opinion that interest on the Series 1994A
Bonds is excludable from gross income for federal income tax purpeses, the accrual
or receipt of interest on the Series 1%%4a Bonds may otherwise affect the federal
income tax liability of the regipient. fThe extent of these other tax conséquences
will depend uvpen the recipient s particular tax status or other items of inccome or
deduction. Bond Counsel expresses no opinicn reading any such consequences.
Purchasers of the Series 1994a Bonds, particularly purchasers that are corperatioans
(including & corporations, corporations subject to the envircnmental tax imposed
by section 594 of the Code and foreign corporations operating branches in the
United states), property or casualty insurance companies, banks, thrifts or other
financial inatitutions or certain recipients of Social Security and Railroad
Retirement henefits are advised to consult their tax. advisors as to the tax
consequences of purchasing or holding the Series 1994A Bonds.

The cpinions expresgssed by Bond Counsel are based upon existing legislation
as of the date of issuance and delivery of the series 19%4A Bonds and Bond Counsel
expresses no opinion as of any date subsequent thereto or with respect to- any
pending legislaticn.

Bond counsel is further of the opinion that, pursuant to the act, the 'series
19943 Bonds and the income therefrom are exempt from taxation in the State. -

RATING:

Hbody s Investors Service, Inc., 99 Church Street, New York, New York, has
assigned its municipal bond rating of » " to the Series 1994A Bonds.  The rating
was applied for by the authority, which has Ffurnished certain information and
materials concerning the Bonds, including the Series 1994A Bonds, and the
Autherity, some of which is net included in this official Statement. Generally,
a rating agency bases its rating on such information and materials and alsc on such
investigations, studies and assumptions as it may undertake or esataklish
independently. The rating iz not a recommendation to buy, sell or hold the Series
1594A Bonds and an explanation of the szgnlflcance of the rating may be obtained
from Moodyrs.

-
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As a consequence of obtaining a municipal bond rating assignment of = " on
the Beries 19945 Bonds which are on a parlty with the Outstanding Series 1992a&B
Bonds, the authority expects that the Series 19922:&8 Bonds which are rated single
" by Moody’s will be upgraded, upon delivery of the Series 18944 Bonda, and
assigned a municipal bond rating of * * zlso. However, no assurance can be given
that the conditions for such an upgrade will be fulfilled or that such an upgrade
for the outstanding Series 1992A&B 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,
incliuding the Series 1994A Bonds. Nelthen*g%eianthorlty nor the Underwriter has
undertaken any responsibility either to bring to the attenticn of the Registered
owners of the Series 1994A Bonds any proposed change in or withdrawal of the rating
on the Series 19944 Bonds or to oppose any such change or withdrawal.

UNDERWRITING

The Series 19944 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 iz equal to the aggregate principszl amount of the Series
1994a Bonds. <The Bond Purchase aAgreement 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

s (which is egual %o 3 of the aggregate principal amcunt of the Series
1994n EBonds) from certain of its genexral funds.

The initial public offering price {set forth on the cover page hereof) may
be changed from time to time by the Underwriter witheout notice. The Underwriter
may offer and sell the Series 19942 Bonds to certain dealers (including dealers
depositing Series 19942 Bonds into investment trusts) and others at prices lower
than the public offering price stated on the cover page hexeof.

MISCELLARECOUS

The jinformation in this 0fficial statement is presented for the guidance of
prospective purchasers of the Series 1994A Bonds described herein. The information
has been compiled from official and other sources which, while not guaranteed by
the Authority or the Underwriter, are believed to be relisble. So far as any
statements made in this official statement involwve matters of opinion or estimates,
whether or nct expressly stated, they are zet forth =s such and not as
representationg of fact, and no representation iz made that any of the estimates
will be realized. Prospective purchasers of the series 1994A RBonds are also
cautioned that the accuracy of any statistical or ecconomic projection or analysis
contained herein is not guaranteed and therefore investors are urged to censult
their own advisors concerning such projections or analysis. This ©Official
statement is not %o be construed as a centract or agreement betwesn the authority
oY the Underwriter and the purchasers or Registered or Benpeficial Owners cf any of
the series 1994A Bonds.

All guatations from, and summaries and explanations of, the act, the Bigher
Education Act, the Bond Resolution, the Trust Agreemernt, and other documents
centained herein do not purport to be complete, and reference iz made to such laws,
regulations and deocuments for full and complete statements of their proviasions.
A1l of the Appendices attached hereto are a part of this 0fficial statement.

The Authorlty has agreed to make financial statements of the authority for
Fiscal Years ending after June 30, 1994 available to Beneficial oOwners of the
Series 1994A Bonds upon written requestq However, the Authority has not undertaken
to furnish additional or mare frequent information on its finaneces or operatiocns,
or on the Financed Eligible Loans included in the Trust Estate, to the Registered
or Beneficial Owners of the Series 1994A Bonds.
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This official statement has been approved by the Autherity for distribution
by the Underwriters to the prospective purchagers and the Registered and Beneficial
ovners of the sSeries 1994A Bonds.

OKLAHOMA STUDENT LOAN AUTHORITY

chairman

Secretary
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Oklahoma Student Loan Aunthority Appendix A
Student Ioan Revenus Bonds, Series 19943

SUMMARY OF CERTAIN DEFINITIONS AND PROVISTONS OF THE BOND RESOLUTION

Set forth below are abridged or summarized excerpts of certain
sections of the Generxral Resoluticn as amended and supplemented by
the Series 19%2R&B Supplemental Rescolution and the Sexies 1994A
Supplemental Resolution. These excerpts do not porport to be
complete or to cover all sections of the General Rescelution as
amended and supplemented. Furthermore, section headings are not
intended to be definitive, Refer to the General Resolution, the
Series 1992AKB Supplemental Resolution and the Series 19944
Supplemental Resclution, copies of which are on file with the
Trustea, for a complete statement of the rights, duties and
obligations of the Authority, the Trustee and the Rag;stered Ovners
of the Bonds thersunder.

DEFINITIONS

"rAA' Composite Commercial Paper Rate" means, as of any date of
determination, (i) the interest equivalent cf the 30~day rate on commercial paper
placed on behalf of issuers whose corporate bonds are rated "AA" by S&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 PFederal 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
arithnetic average of the interest egquivalent of the 30=day rate on commercial
paper placed on behalf of such issuers, as quoted to the Auction aAgent on a
discount basis or otherwise, by the Commercial Paper Dealers, ag of the close of
business on the Business Day immediately preceding such date of determination.
If at the time quotations are required any Commercial Paper Dealer dees not gqudte
a commercial paper rate required to determine the "AA" Composite Commercial Paper
Rate, or if leae than three Commerecial Paper Dezlers are then serving as such for
any reason, the "RA" Ccmposite Commercizl Paper Rate will be determined on the
bagia of such guotation or guotations furnished by the Cocmmercial Paper Dealer
oxr Commercial Paper Dealersa then serving as such and proeviding a quotation. Por
purposes of this definition, the "interest equivalent" af a rate stated on a
digcount hasis (a "discount rate") for commercial paper of a given day’s maturity
will be egqual to the product of (a) 100 times (b} the guctient (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 excluding) 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 Leoan Sinking Pund created and established by, or pursuant tc, the
Regolutiong, and except when the context regquires ctherwise, a Rebate Fund.

"Act" means Title 70, Cklahoma Statutes 1991, Section 695.1 et seqg., as
amended, along with the Oklahoma Trusts for Furtherance of Public Functions Act,
being Title 60, oOklahoma Statutes, 1981, Sectieons 176 to 180.3, inclusive, as
amended.

"Act of Bankruptcy” means the filing of a petition in bankruptcy by ox
against the Authority under the United States Bankruptcy Code, as amended, or
commencement of similar proceedings by or against the Authority undexr applicakle
Btate bankruptcy or insolvency laws.




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

“"After-Tax Equivalent,” on any date of determination, means 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.

*All-Hold Rate,” on any date of determinaticon, means the interest rate per
annum egual to 100% (as such percentage may be adjusted as described under the
captioff "AUCTION PROCEDURES-Adjustmant in Percentages Used to Determine Maximum,
all=Hold and Non-Payment Rates" in hppendix F to this Official Statement) of the

PSA Index; provided, that in no event shall the All-Hold Rate be more than the
maximum Rate.

"Agent Member” means a member of, or participant in, the Securities
Depository.

"Applicable Percentage,™ on any date of determination, means the percentage
determined (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 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 Percentage
"Aaa" 175%
"Rha" 175
s 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 "Aaa,”™ "ARa," "A" and “Baa" refer to and include the
respective rating categories correlative thereto if Meoody‘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. All ratings referred to
above will be without regard to the gradations within each rating category.

"Agsumed Rate" means an annual rate of interest of sixteen percent (16%),
or any higher rate that may be established from time to time pursmant to any
Supplemental Resolution; 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 be at least egqual to the aggregate principal amcunt of all Series 1994a
Bonds bearing interest at a Variable 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 Resoluticn.

"Auction™ means the implementation of the RAuction Procedures on a Rate
Determinatjon Date.

"Auction Agent” means the Initial Auction Agent unless and until a
Substitute Auction Agent Agreement beccmes effective, after which the Auction
Agent will mean the Substitute Buction Agent,

"Apction Agent Agreement” means the Initial Ruction Agent Agreement unless
and until a Substitute Auction Agent Agreement is entered into, after which
auction Agent Agreement will mean such Substitute Affiction Agent Agreement.




nduction Agent Fee" means the fee established in the Auction Agent
Agreement:.

*Anction Pericd®™ means, with respect ta the Series 1994A=-1 Bonds bearing
interest at an Auction Rate, an Interest Period generally beginning on a Thursday
and ending on the fifth Wednegday thereafter, as the same may be changed for the
Series 1994A-1 Bonds as described under the caption "CHANGES IN AUCTION TERMS"
in Appendix F to thie official Statement, and, with respect to the Series 1994a=-2
Bonde bearing interest at an Zuction Rate, an Interest Period generally beginning
on June 1 of each year and ending on May 31 of the following year, as ghe .game
may be changed for the Series 1994A-2 Bonds as described under the - caption

"CHANGES IN AUCTION TERMS" in Appendix F to this Offieial Statement. o=

"Auction Procedures" means the procedures described under the caption
"AUCTION PROCEDURES" in Appendix F to thiag Official Statement.

PAyction Rate" means, with respect to the interest rate on each subseries
of the Auction Rate Securities, the interest rate for such subseries of the
Auction Rate Securities that results from implementation of the Auction
Procedures. )

"Auction Rate Securities™' means any Series 1994A Bonds bearing interest
at an Auction Rate.

"Authenticating Agent” means the Trustee or any other entity acting as
authenticating agent for the Trustee under the Series 1994A Supplemental
Resolution and as depositary under an Authenticating Agent Agreement, or any
succesgor or spuccessors thereto appeointed pursuant to the Series 1994A
Supplemental Resolution or pursuant to an Authenticating Agent Agreement, as the
cage may be, with respeect to such functions collectively or separately.

TAuthenticating Agent Agreement" means any authenticating agent agreement
among the Authority, the Truastee and the Authenticating Agent, ag depositary, as
amended and supplemented.

"Authority" means the Oklahoma student Loan Authority, an express trust and
agency of the State established pursuant to the Act and the Trust Indenture.

*Authorized Dencminations"” means (i) with respect to the Series 19%4A Bonds
bearing interest at an Auction Rate or a Variable Rate with an Interest Periecd
with a duration of less than one year, $100,000 or any integral multiple therecf,
and (ii) with reaspect to the Series 19944 Bonds bearing interest at a Fixed Rate
or a Variable Rate with an Interest Period with a duration of cne year or more,
$5,000 or any integral multiple thereof.

"Anthority Swap Payment" means a payment due to a Swap Counterparty from
the Authority pursuant to the applicable Swap Agreement (provided, howewver, that
Authority Swap Payment does not, include any payments in respect of an Early
Termination Date, as defined in the applicable Swap Agreement).

"Available Amount™ means the initial amount of any Letter of Credit (or the
aggregate amount of more than one 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.

rAuthorized 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 designated in writing by the
Trustees of the Authority.

"Bank™ wmeans any bank or banks or other finaneial ingtitution or

institutions which issues and delivers a Letter of Credit pursuant to a
Reimbursement Agreement, or any other bank or banks or other financial
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institution or institutions which may be substituted for such bank pursuant to
a Reimbursement Agreement or which may issue and deliver ¢ the Trustee a
substitute Letter of Credit. Any Bank issuing a Letter of Credit gsecuring a
subgeries of the Series 1994A Bonds with an Interest Period of less than one year
must have the highest short-term rating from any Rating Agency then rating such
subseries of the Series 1994A Bonds and such rating must apply to the subseries
of the Series 19543 Bonds secured by such Bank‘s Letter of Credit. Any Bank
isguing a Letter of Credit securing a subseries of the Series 1934A Bonds with
an Interest Period of one year or more must be rated "RAa" by Moody‘s and such
rating must apply to the sSubseries of the Series 1994A Eonds secured by such
Bank‘e Letter of Credit.

"Balance," when used with reference t0o any Account or Fund, means the
aggregate sum of all assets gtanding to the ¢redit of such Rceount or Fund,
including, without limitation: Investment Segurities computed at the wvalue of
Investment Securities; Student Loans computed at the unpaid principsl amount
thereof plus accrued interest; and lawful money of the United Stated; provided,
however, that the Balance of any Fund or Account will not include amounte
standing to the credit thereof which are being held under the Reasluticn for (A)
the payment of the past due and unpaid interegt on the Bonds and (B) the payment
of interest on Bonds that are deemed no longer Outstanding as a result of the
defeasance therecof.

"Big™ ghall have the meaning asgcribed to such term under the caption
“AUCTION PROCEDURES—Submission o©f oOrders" in Appendix F +to this 0Official
Statement.

"Bidder"” shall have the meaning ascribed to such term under the caption
"AUCTION PROCEDURES—Submisgion of Orders" in Appendix F to +this ©Official
Statement.

"Bonds™ means the Series 19922&B Bonds, the Series 19947 Bonds and any
Additional Bonds.

"Hond Counsel™ means Kutak Rock, oxr any eother counsel of nationally
recognized standing in the field of law relating to municipal bonds selected by
the Authority and reasonably acceptable to the Trustee.

"Bond Counsel’s Opinion" means an opinion signed by an attorney or £irm of
attorneys of nationally recognized standing in the field of law relating to
municipal, state and public agency financing, selected by the Autheority and
satisfactory to the Trustes,

"Bond Piacement Fees"™ means the feegs payvable by the Autherity pursuant to
a Remarketing Agreement.

"Bond Yield" means, with respect to the Series 1594AR Bonds, the yield on
the Series 1994A Beonds computed in accordance with the No Arbitrage Certificate
and, with respect to any Additional Bonds, the yield on such &dditional Bonds
computed in accordance with the Code.

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

entered inte a Broker-Dealer Agqreement that is in effect on the date of
reference.

"Broker-Dealer Agreement" wmeans each agreement between the Auction agent
and a Broker=Dealer, approved by the Authority, pursuant to which the Broker-
Dealer agrees to participate in huctions as set forth in the Auction Procedures,
as from time to time amended or supplemented. Each Broker-Dealer Agreement will



be substantially in the form of the Broker-Dealer Agreement attached as an
exhibit to the Ancticon Agent Agreement.

"Broker—-Dealer Fsa™. shall have the meaning set forth in the Auction Agent
Agreement. :

“"Business pDay" meane any day of the year, except Saturday or sSunday or days
on which banks located in the city in which the principal office of the Trustee
ig located, are required or authorized to remain closed or on which the New. York
Stock Exchange or the Authority ie auvthorized to be closed. Co

“Cash Fiow Certificdte” means s certificate of the Ruthority (i) setting
forth for the then current and each future Fiscal Year during which Bonds will
ke Outztanding: : : : o

{3} the amount of Revenues, Recoveries of Principal and other moneys

. on deposit under the Supplemental Resoclutions plus Revenues, Recoveries of
Principal and other moneys reasconably expected to be-received in each such
Fiscal Year that are reasonably expected to be available to pay Debt
Service and Program Expenses, and )

{B) the aggregate Debt Service for each Fiscal Year on all Bonds
expected to be Outstanding and all reasonably expected Program Expenses;

and (ii)} demonstrating that in each such Fiscal Year the aggregate of the
amounts'get forth in clause (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 these set forth in the Clos;ng Cash Flow
Projections, otherwxse approved by the Rating Agency.

"change of Tax Law™ meansg, with regpect to any heneficial owner of the
Auction Rate Securities, any amendment to the Internal Revenue Code or other
statute enacted by the Congress of the United Statesg or any temporary, proposed
or final requlation promulgated by the United States Treasury after the effective
date of the Initial Auction Period which (a} changes or would change any
deduction, credit or other allowance allowable in computing liability for any
federal tax with respect to, ar (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 interest of which is excluded ifrom gross
income for federel income tax purposes under Section 103 of the Code.

"olosing Cash Flew Projections" means the closing cash flow projecticns
prepared by the Underwriter.. .

"Code” means the Internal Revenue Code of 1986, as amended from time to
time. Each reference to a gection of the Code in the Resolution will ke deemed
to include the final or temporary United States Treasury Requlations and applied
to the Bonds or the use of proceeds thereof, and alsgo includes all amendments and
successor provisions unless the context clearly requires ctherwise.

"Commercial Paper Dealers" meang Smith Barney Inc., ite successorz and
assigna, and any other commercial paper dealer appointed pursuant to the Series
1994A Supplemental Resolution.

"Conversion Date" means, with respect to any subseries of the Series 1594
Bonds, the date on which a Fixed Rate becomes effective for guch subseries of the
Series 1994A Bonds.

"Costs of Issuance" means all items of expense, directly or indirectly
payable or reimbursahle by or to the Authority and related to the auvthorization,
gale and issuance of the Bonds, including, but not limited to, printing costs,
costs of preparation and reproduction of documents, filing and recording fees,




initial fees and charges of any Fiduciary, legal fees and charges, fees and
digbursements of consultants and professionals, costs of credit ratings, costs
of mathematical verification of certain computations, fees and charges for
preparation, execution, traneportation and safekeeping of the Bonds, costsz and
expenses of refunding, financing charges, accrued interest with respect to the
initial investment of proceeds of the Bonds and any other cost, charge or fee in
connection with the original issuance of the Bonds including fees for credit,
liquidity or similar support.

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

"custodian” means Boatmen's Firct National Bank of Oklahoma, asg custedian
pursuant to the Custedian Agreement, and any successors or assigns.

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

"Daily Rate" means the rate of interest borne by any subseries of the
Series 19947 Bonds during any Daily Rate Perioed.

"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 Issyance" means the date of the initial delivery of the Series
1994p Eondsg to the Underwriter.

"Debt Obligation™ means a bond, including any Bond, or a note, authorized
by the Act and authenticated and delivered by the Authority under the terms of
the General Resolution.

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

"Debt Service Reserve Reguirement™ means at any time an amount equal to
6.0% of the principal amount of the Bonda then Outstanding.

"Defeasance Securities™ means and includes (i) direct obligations of, or
cbligations the principal of and interest on which are unconditionally guaranteed
by, the United States of America, which are not by their terms subject to
redemption at the option of the issuer thereof, and (ii) obligations rated not
legs than "ARR" or "Raa" or the eguivalent by S&P and Moody’s, respectively,
issued by any state of the United States of Rmerica or the Distriet of Columbia,
or any political subdivision, agency or instrumentality ©of one of such states
with respect to which an irrevocable depogit of gsecurities sufficient to defease
such obligatien in accordance with the terms of the instrument pursuant to which
it was issued has been made; in either case to the extent the same are at the

time legal for investment of funds of the Authority under the Act and applicable
law.

"DYC* or "Securities Depository" means The Depository Trust Company, 2
limited~purpose trust company organized under the laws of the State of New York,
and ity successors and assigns, including any successor securities depositories
appeointed pursuant to the Series 19944 Supplemental Resolution,

"Eligible Consolidation Loan" means a loan authorized to be acquired or
originated by the Authority pursuant to the Student Loan Program which {(a) has
been oy will ke made to a borrower to fund consclidation of outstanding
indebtedness, including indebtedness, incurred by such borrower in connection
with (1) seuch borrower's attendance, while a resident of the State, at a




post~Becondary schocl located within or without the State, (2) such borrower’s
attendance as an out=-of=-State reaident at a post-secondary scheool 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 econtracts te which the Authority is a party, as evidenced by del:.very to
the Trustee of an og.tnio:x of natlonally recognized counsel experienced in federal
taxation matters affecting the treatment of interest upon-obligations such as the
Bondas, a resident of any state other than the State attendxng a post-secondary
school outside of the State, (b) is Guaranteed and (e¢) is an “ellglhle loan"
within the meaning of the Higher Education Act for purpcses of rece:.v:.ng S_pec:l.al
Allowance Payments with respect thereto. ,

"Eligible Loan" means (i) any Eligible Stafford Guaranteed Student Loan,
{li) any Eligible Consolidation Loan, (iii) any Eligible PLUS/SLS Loan, (iv) any
other lcan permitted under the Act and provided for in the Supplemental
Resolution authorizing the particular Bonds, the proceeds of which are to be used
to acquire such loan, and {v) any Eligible Unsubsidized Stafford Loan.

"gligible PLUS/SLS Lean" means. a loan other tharn an Eligible Stafford
Guaranteed Student Loan or an Eligikble Consolidation Loan authorized to ke
acquired by the Authority pursuant to the Student Loan Program which (a)} has been
or will be made to a student or parent borrower in connection with {1) a
student’s attendance, while a reasident of the State, at a post~secondary school
located within or withont the State, (2) a student’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, including without
limitation the Act, the tade and the Higher Education Act, and by contracts to
which the Authcri.ty ig 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 ochligations such as the Bohds, a
regident of any state other than the State attending a post-secondary school
outside of the state, (b) i=s Guaranteed and (¢} is an "eligible loan"™ within the
meaning of the Higher Rducation Act for purposes of receiving Special Al lowance
Payments with respect thereto.

"Eligible Stafford Quaranteed Student Loan" means a loan authorized 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 sState attending a post-secondary school
located within or without the State, {2) an out-of-State resident attending a
post-secondary school located within the State or (3) to the extent permitted by
applicable laws and regulations, including, without limitation, the aAct, the Ccde
and the Higher Education Act, and by vontracts to which the Buthority is a party,
ag evidenced by delivery to the Truatee 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 state attending a post-secondary sgchool outside of the State, (b) is
Guaranteed and (c) is an "eligible loan" within the mezning of the Higher
Education Act for purposes of receiving Special Allowance Payments and interest
benefit payments with respect thereto., .

"Eligible Unsubsidized Stafford Loan" means a loan authorized 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-sacondary scheol
located within ox without the State, (2) an ocut—of-State resident attending a
post=gecondary school located within the State or (3) to the extent permitted by
applicable laws and regulations, inecluding, without limitation, the Act, the Code
and the Higher Bducation Act, and by contracts to which the Authority is a party,
as evidenced by delivery to the Trustee of an cpinion of nationally recognized
counsel experienced in federal taxation matters affecting the treatment of
interegt upon cbligations such as the Debt Obligations, a resident of any state
other than the state attending a post-secondary school cutside of the state, (b)
is guaranteed and (c) is an "eligible loan" within the meaning of the Higher



BEducation Act for purposes of recaeiving Special Allowance Payments and interast
benefit payments with respect thereto.

"Existing Holder" means, (&) with respect to and for the purpose of dealing
with the Auction Agent in connection with an Auction, a Perscn 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 (k) 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 Ruction Rate Securities subject to that
Auction.

"Exigting Holder Registry" meang the registry of Persons who are Existing
Holders, maintained by the Auction Agent as provided in the Auction Agent
Agreecment.

"Pavorable Opinion™ means an opinicn of Bond Counsel addressed to the
duthority and the Trustee to the effect that the action proposed to be taken ie
authorized or permitted by the Series 15942 Sup™” rental Resolution and will not
adversely affect any exclusicn from grogs incoy . o federal income tax purposes
of interest on the Bonds (other than Federally Tasable Bonds).

*Federal Family Education Loan Program" means the Federal Family Education
Loan Program under the Bigher Bducation Act, as repamed, amended and reauntharized
by the Higher Education Amendments of 1992 (Public Law 102-325).

"Federal Reimbursement Contracts" means the agreements between a Guarantor
and the Secretary providing for the payment by the Secretary of amounts
authorized to ke paid pursuant to the Higher Education Act, including {but not
necessarily limited to) reimbursement of amounts paid or payzble upon defaunlted
Student Loans and other student loans gquaranteed 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 Bonds" means any Additional Bondsz issued and delivered
pursuant to the General Resolution, the interest on which does not purport to bhe
excluded from the federal gross lncome of the Registered Owners thereof.

*Fiduciary™ means a Trusiee,'a co—authenticating agent, a remarketing
agent, a tender agent, a registrar, any paying agent and any such additional
fidnciary as may be authorized pursuant to a Supplemental Resolution, or any or

all of them as may be appropriate as fiduciary on behalf of the owners of the
Bonds. )

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

"Fixed Rate" means, with respect to any subseries of the Series 1994A
Bonds, the fixed rate of interest borne by such subseries of the Series 1994a
Bonds on and after the Canversion Date and determined in accordance with the
Series 1994A Supplemental Resolution.

"Guaranteed," means, with respect to an Eligible Stafford Guaranteed
Student Loan, an Eligible Conscolidation Toan or an Eligible PLUS/SLS Loan, the
geuarantee 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
Reinbursement Contracts, providing, among other things, for reimburgement 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 Loan to be acguired subsequent to any change in such
reimbursement rate causing such rate of reimbursement te be less than 78%, such
other amount a8 may then be applicable under the Higher Education BAet.
Notwithatanding the foregoing, such terms with respect to any of the ahove



enumerated Eligible Loans, includes (i) the direct insurance by the Secretary or
the applicability to such 1loan of a certxf;cate of comprehenszive insurance
coverage issued by the Guarantor or the Secretary in accordance with the Higher
Education Act of at least 98% of the principal of and accrued interest on such
Eligible Loan, or (ii) the direct insurance 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 acquired by the Authority at the same time ag an Eligible Loan
executed by the same borrower subsequent to March 1, 1973. o N

“Guarantor" means the' State Guarantee Agency, United Student Aia“éﬁnds,
Inc. or any state guaranty agency approved by Moody’s and provided for in a
particular Supplemental Resclution and approved by Moody s and, to the extent
applicable in connection with Eligible Consolidation Leoans, means the Secretary.

"Higher Bducation Act”™ means Title iV, Part B of the Higher Education Act
of 1965, as amended, and the requlations thereunder.

"Hold Order” shall have the meaning ascribed to such term under the caption
"AUCTION PROCEDURES—Submission of Orders™ in Appendix F to thig 0Officizal
Statement. :

vIrndex" on any Rate Determination Date, meana (a} with respect to Auction
Rate Securities with an Aucticon Pericd of 60 days or less, the PSA Index, or if
such rate is not published by PSA, the Index po 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 tendsr by the
holdere thereof 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 purpcses under the Code, and (iii) not subject to an
"alternative minimum tax" or similar tax under the Code, unless all tax-exempt
bonds are subject te such tax, and (b) with respect to the Auvction 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 subsgtantially the sgsame underlying security, bear 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 3a by Moody‘s. If the Index cannot be determined as
provided above, a comparable gubstitute index selected by the Market Agent with
the approval of an Authorized Off;cer of the Authority may be used.

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

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

"Tnitial Auction Rate Determination Date" means, for each subseries of the
Series 1994 Bonds, the date on which the initial Auction Rate for such subseries
of the Serieg 1994A Bonds is determined in connection with the Initial Period or
any change of an Interest Period applicable to such subseries of the Series 19943
Bonde to an Anction Period, which date will be noct less than one (1) Business Day
prior to the Pericd Adjustment Date. -

"Initial Market Agent" means Smith Barney Inc., its successors and assigns.

"Initial Period®” means, with respect to the Series 1994A-1 Bonds, the
period commencing on the Date of Issuance and continuing through January 25,
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1995, with respect to the Series 1994a-~2 Bonds, the period commencing on the Date
of Issuance and continuing through May 31, 1995.

"Tnitial Rate Adjustment Date" means, with respect to the Series 19943-1
Bonds, January 26, 1995 and, with respect to the Series 1994A-2 Bonds, June 1,
1995,

"Tnterest Coverage Regquirement™ means, (i} with respect to any principal
amaunt 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
aceruing on guch subeeries of Seriea 1994A Bonds for whatever period is required
by the: Rating Agencies then rating such subseries of the Series 19942 Bonds to
pernmit such Rating Agencies to assign their highest short-term ratings to auch
subseries of the Series 1994A Bonds at the Assumed Rate and (ii) with respect to
any principzl amount of any subgeries of the Series 1994A Bonds bearing interest
at a variable Rate with an Interest Period of one ysar or more, an amount egqual
to interest accruing on such subseries of the Series 1994A Bonds for whatever
period ia required by the Rating Agencies then rating such subzeries of the
Series 1994a Bonds to permit such Rating Agencies to assign their highest
liguidity Ratings to the Serieg 1994A Bonds at the Assumed Rate. The Interest
Coverage Requirement will be computed separately for each subseries of the Series
19943 Bonds and the total Interest Rate Coverage Regquirement means the sum of the
Interegt Rate Coverage Requirement for all subseries of the Series 199%4A Bonds
bearing interest at z Variable Rate.

"Interest Payment Date" means {i) with respect to the Series 19942-) Bonds
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 TERMS—Changes in Interest Payment
Dates" in Appendix F to this COfficial sStatement), commencing March 1, 1995, any
Periopd Adjustnent Date and the Conversion Date with respect to the Series 1994a-1
Bonds, and with respect to the Series 1994A-2 Bonds bearing interezt at an
Auction Rate, each June 1 and December 1 {(except as such Interest Payment Date
may be changed for the Series 1994A~2 Bonds as described under the capticn
"CHANGES IN AUCTION TERMS—Changes in Interest Payment Dates" in Appendix F to
thia Official Statement}, commencing June 1, 1995, any Period Adjustment Date and
the Conversion Date with regpeot to the Series 1994a-~2 Bonda, (ii) with respect
to any subseries of the Series 1994A Bonds bearing interest at a Variable Rate
with an Interest Pericd of less than one year, the firgt Wednesday of each month,
any Period Adjustment Date and the Conversion Date with respect +o the Series
19942 Bonds, (iii) with respect to any subseries of the Series 1994A Bonds
bearing interest at a Variable Rate with an Interegt Period of one year or more,
each March 1 and September 1, commencing on the March 1 or September 1 next
following the first day of such Interest Period, any Period Adjustment Date and
the Conversion Date with respect to the Series 1994A Bonds, (iv) with respect to
any subseries of the Seriez 1994A Bonds bearing interest at a Fixed Rate, each
March 1 and September 1 and (v) with respect to any ARdditicnal Bondsa, the
Interest Payment Dates gpecified for such Rdditional Bonds in the Supplemental
Resolution authorizing the issuance of such Additional Bonds.

"Interest Period™ means, with respect to each subseries of the Series 1994a
Bonds bearing interest at an ARuction Rate or a Variable Rate, each period
commencing on 2 Rate Adjustment Date for such subseries and ending on the day
before the next Rate Adjustment Date for such subseries or cn a Conversion Date,

"Investment Agreement” means any invegtment agreement approved by Mcody’s.

"Investaent 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.
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"Invegtment Securities" means and includes any of +the fellowing
obligations, to the extent the game are at the time legal for investment of funds
of the Avthority under the Act and applicable law:

1. Marketable direct obligations of, or obligations the principal
of and interest on which are unconditionally guaranteed by, the United States of
mmerica having maturities of one year or legs; .

: 2, Bank demand deposits (whether or not interest hearing}‘and
Lnterest bearing bank time deposits evidenced by certificates of depositiiiddued
by banke (which may include the Trustee) which are membersg aof the FederalDeptgit
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 obligations
described in item 1 above and item 3 below, which such obligations at all times
have a market value {exclusive of accrued interest) at least egqual to such bank
depogits go secured including interest; or (b) are issued by banks, rated A or
better by reputable commercial credit rating services;

3. Marketables bonds, debentures, ncotes, participation certificates
or other evidences of indebtedness, rated A3/P-1 or better by Moody’s, issued or
guaranteed by any of the following agencieg: Federal Farm Credit Bank; Federal
Intermediate Credit Banks; the Export-Import Bank of the United States; Federal
Land Bank#; the Pederal National Mortgage Association; the Tennessee Valley
Authority; the Government National Mortgage Agacciaticn; Federal Financing Bank;
Parmers 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 cbligations of any of
the foregoing or ctherwise providing f;nancxng therefor; provided maturities are
one year or lees; .

4. Repurchase agreements or other gimilar banking arrangements with
maturities of six months or less, contracted with banks (which may include the
applicable Trustee) which are members of the Federal Deposit Insurance
Corporation, rated A3/P-1 or better by Meoody’s, or with government bond dealers
reporting to and trading with the Federal Reserve Bank of New York, which such
agqreements are secured by gecurities which are obligations without regard to
maturities deascribed in items 1 and 3 abhove; margined at 100% or higher, valued
moenthly by the applicable Trustee;

5. Bankers acceptances with maturities of aix months or less,
endorged and guaranteed by banks which are members of the Federal Depaosit
Insurance Corporation, rated A3/P-1 or better by Moedy’s, provided that such
bankers acceptances (a} in any bank do not exceed at any one time in the
aggregate ten perceat of the total of the capital gtock and surplus of guch bank;
or (b) are secured by obligations described in items 1 and 3 above;

€. Shares in an Investment Company registered under the Federal
Investment Company Act of 1940, rated A3/P-1 or better by Moody’s, whose shares
are registered under the Pederal Securities Act of 1933 and whose only investment
and obligations desecribed in items 1, 3 and 4 above, or 7 below having an average
maturity of six months or lesa;

7. Eonds of the State or its political subdivisions; or marketable
obl;gatlons issued by any state, political subdivision or municipal corporation
therecf having remaining maturities of one year or less which are rated a or
better by S&P or by Moody'’s, and if such obligations have a short-term rating,
the rating is in the highest category designated by the respective rating agency;

8. Investment agreements or guaranteed investment contracts, rated
A3/P-1 or better by Moody’s, secured by collateral securities or unsecured as the
Authority may determine, which may be entered into by and ameng the Autheority,
the applicable Trustee and any bank, bank holding company, corporation or any
other finaneial institution whose outstanding unsecured long term debt gecurities
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are rated AA or better by S&P or Aa or better by Moody’'s, or by an insurance
company whose claims paying ability is so rated, provided further that amy such
agreement must: (a) Clearly state the exact entity quaranter, the value of
invested funds guaranteed, the rate of guaranteed interest, and the termination
datey; (b) Contain an unconditional, irrevocable pledge by the guarantor and be
written in favor of the applicable Trustee; (¢} Noct be cancelable for failure
toc pay any fees or premiums and its enforceability 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 availabkle funds; (e} Clearly establish the bagis for compounding or
computation of interest, and provide that all guaranteed Interest accrue tc the
payment date; and (f).Provide that failure to meet surety, collateral or other
provisions will result in acceleration of the agreement at the option of the
Authority (or Trustee zcting on behalf of the Buthority); and must provide that
merger or acguisition of the issuer of the agreement, or asgsumption of the
obligations of the agreement, with or by another eantity if combined with a credit
or claims paying akility rating downgrade kelow the standards set 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); and may provide that
other designated events relating to the issuer of the agreement or its parent or
any related entity, if combined with a credit or eclaims paying ability rating
downgrade below the standards set 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, to the extent permitted by law, as may
be approved by Moody’ s, provided Moody‘s is then rating the Bonds,

For purposes of the definition of "Investment Securities”, the word
"maturity” will inelude the date upon which such obligationg are redeemable or
able to ke put at least par in each case at the option of the holder therecf.

" Purthermore, with respect to the investment of proceeds of the Series 1994a
Bonds, an issuer or counterparty, as applicable, set forth in paragraphs 2, 3 (if
rated), 4, 5, 6 and 8 of this definition must be rated “"AR2/P1l" or better by
Moody’s. In additicn so long as Moody*'s is rating the Series 19942 Bonds, to the
extent permitted by law, Investment Securities for proceeds of the Series 1994a
Bonds also includes the Investment Agreement and any other investment approved
by Moody’s.

"Letter of Credit" meana any direct-pay irrevocable letter of credit,
committed line of. credit, surety bond or standby bond purchase agreement, or any
combination of the foregoing issued by a Bank to the Prustee for the account of
the Authority pursuant to a Reimbursement Agreement, as the same may be amended
from time to time in accvordance with the terms cof a Reimbursement Agreement and
the Series 19944 Supplemental Resolution, the aggregate Available Amount of which
is not less than the aggregate principal amount of all Series 1994A Bondsg bearing
interest at a Variable Rate then Outstanding plus the Interest Coverage
Requirement with respect to such principal amount of Series 1994A Bonds 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 issued 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 subgtitute Letter
off Credit delivered to the Trustee) and when delivered to the Trustes will be
accompanied by (i) a written statement of each Rating Agency then rating the
Series ‘15244 Bonds bearing interest at a Variable Rate, to the effect that the
rating on such Series 1994A Bonds ascigned by such Rating Agency will not ke
reduced or withdrawn as a result of the delivery of such substitute Letter of
Credit, and (iil) an opinion of Bond Counsel to the effect that such substitution
of the Letter of Credit is authorized or permitted under the Series 19943
Supplemental Resoluticon and will not, of itself, cause interest on the Bondsa
{(other than Federally Taxable Bonds) to be subject to federal income taxaticn.
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"Loan Purchase Contract® means any contract for the purchase of Student
Loans between the BAuthority and any eligible lender 'partlcipatzng 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 subserzes of the Series 1994A Bonds during any
Long Rate Period.

"Lonyg Rate Period" means an- Interest Periad of not lesas than niﬁéty.(QD)
days. ' : ' S

"Mandatory Tender Date" meand, with reapect to any subseries of the Series
1994A Bends, any Period Adjustment Date, any Conversion Date or any date on which
the Letter of Credit with respect to such subseries of the Series 1994A Bonds is
replaced by & Letter of Credit issued by a different Bank.

m"Market Agent" means the Initial Market Agent unless and until a Substitute
Market Agent Agreement is entered into, after which Market Agent will mean the
Substitute Market Agent. .

"Market Ageat 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 Subgtitete Market agent Agreement is effective, after which
Market Agent Agreement will mean such Substitute Market Agent Agreement, in each
case as from time to time amended or supplemented.

"Maturity," when used with respect to any Series 1994A Bond, means the date
on which the principal thereof becomes due and payable, whether at ita stated
Maturity, by earlier redemption, by declaration of acceleraticn, or otherwise.

"Maximum Rate,™ on any date of determination, means (w) with respect to the
Auction Rate Securities rated, "Aaa” by Moocdy’s and having an Auction Peried of
9l1~daye or less, the interest rate per annhum egqual to 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 on such date, (b} the Index plus
2.50% and (c) Bixteen percent (16%), (¥} with respect to the RAuction Rate
Securities rated lesa than "Raa" by Moody‘s and having an Auction Pericd of 91-
days or less, the interest rate per annum equal to the lesser of (a) the product
of the Applicable Percentage rnultiplied by the higher of (i) the After-Tax
Equivalent on such date and {ii) the Index on such date, and (b} sixteen percent
(16%),(y) with respect to the RBucticn Rate Securities having an Augtion Period
of more than 91-days, the product of the Applicable Percentage multiplied by the
interest rate per annum egual to the "bond equivalent” of the imputed yield on
-U.S. Treasury Securities of similar maturities and (z) with respect to the Series
1994A Bonds bearing interest at a Variable Rate, sixteen percent (16%).

"Mopthly Rate®” nmeans, with respect to any subseries of the Series 1994a
Bonds, the rate of interest borne by such subseries of the Series 19943 Bonds
during any Monthly Rate Pericd.

"Monthly Rate Period" weans an Interest Period which begins on the first
Wednesday of a rcalendar 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 Buthority, dated
the Date of Iasuance, relating to the use of proceeds of the Series 1994A Bends
and which sets forth the grounds for the Authority 8 beljef that the Series 1994A
Bondg are not "arbitrage bonds" within the meaning of the Code,’ including the
exhibite and schedules attached thereto.
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“"Non-Fayment Rate," on any date of determinpation, means the interest rate
per annum egqual to the lesaser of (a) 265% of the Index on such date (as such
percentage may be adjusted az described under the caption "AUCTION
PROCEDURES-Adjustment in Percentages Used to Determine Maximum, All-=-Hold and Non-
Payment Rates" in Appendix P to this Official 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 meaning ascribed to such term under the caption
"AUCTION PROCEDURES—Submission of Orders in Appendix F to this 0Offieial
Statement.

"Outstanding,” when used with reference to the Bonds, means, as of any
date, all Bonds theretofore or thereupon being authenticated and delivered under
the Resclutions except:

{1) any Bond canceled by the applicable Trustee or delivered ta such
Trustee for cancellatioh at or prior to such date;

{2) any Bond (cor 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 therecf, together with acerued interest
on such Bond to the Redemption Date; or (b) Defeasance Securities in such
principal amounts, of such maturities, bearing such interest and otherwise having
such terms and gqualifications as are necessary to provide moneys in an amount
sufficient to effect payment when due of the principal cr applicable Redemption
Price of guch Bond, together with accrued interest on such Bond to the Redemption
Date; or (c) any combination of {a) and (b) above;

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

{4) any Bond deemed to have been paid as provided in the General
Resolution.

"Period Adjustment Date" means as to each subseries of the Series 19%4a
Bonds: the first day of any Interest Pericd for such subszeries of the Series
19548 Bonds unless such Interest Period and the immediately preceding Interest
Period are both Daily Rate Periods, Weekly Rate Periods, Monthly Rate Periods or
Auction Periodsey provided, that a Period Adjustment Date shall occur on any
Business Day.

"Person” means an individuwal, corporation, partnership, joint venture,
aggociation, joint stock company, trust, unincorporated organization, or
government or agency or pelitical subdivision thereof.

"pPledged Assets" means (i) the Eligible Loanz and student loan notes
evidencing them; (ii) all moneys and securities from time to time held by the
Trustee under the terms of the Resoclutions (excluding the Rebate Fund and the
Series 1994A Excess Interest Fund); and (iii) all Revenues and Recoveries of
Principal, all as applicable to the Honds,

"Potential Holder"™ means any Person (including an Existing Holder that is
(1) a Breker-Dealer when dealing with the Auction Agent and (ii) a potent;al
beneficial owner when dealing witix a Broker-Dealer), who may be interested in
acquiring Ruction Rate Securities (or, in the cage of an Existing Holder thereof,
an additional principal amount of Ruction Rate Securities).

"Program Expenses" means all of the Authority’'s expenses in carrying out
and adminigtering its Student Loan Program under the Reselutions and shall
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include, without limitxng the generality of the foregoing, Bond Placement Fees,
Letter of Credit Fees, Buction "Agent FPees, Broker-Dealer Fees, 6alaries,
acquipition 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 expences of the Fiduciaries, Costs of Issuance not
octherwise paid or provided. for from the proceeds of the Bonds, travel, and
payments for pension, retirement, health and hospitalization and -life and
disability” insurance benefits, all toc the extent properly allocable to the
Student Loan Program under the Resolutions.

"PSA" means the Public SchrltLes Agzsociation, its successors and assigns.

"DSA Tndex" means on any date, a rate determined on the basis of the seven-
day high grade market index of tax-exempt variable rate demand cbligatiens, 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 PSA and
acceptable to the Market Rgent, and effective from such date.

"Rate Adjustment Date" means, with respect to each subseries of the Series
1994A Bonds, any date on which the rate of interest borne by such subseries of
the Series 1994A Bonds idg. subject to change, which will be the first day of each
Interest Pericd for such subseries of the Series 1994A Bonds.

"Rate Determination Date"™ means, with respect to each subseries of the
‘Series 1994A Bonds, -any date on which the rate of interest to.be borne by such
subseries of the Series 19%4A Bonds for the succeeding Interest Period is
determined in accordance with the Series 19942 Supplemental Resclution. If a
scheduled Rate Determination Date ig not 3 Businesg Day, the Rate Determination
Date for such subseries of the Series 1994A Bonds Wlll be the next succeedlng
Bualness Day. .

'“Ratlng" means one of the rating categories of Hoody s or any other Ratlng
Agency, provided Moody’s or any other Ratlng Agency, as the case may be, is
currently rating the Series 199844 Bonds. C

"Rating Agency" means Moody 8 and its successors and assigns and any cther
Rating Agency regquested by the Authorxty to maintain a Rating on any of the
Series 1994A Bonds. .

"Rebate Amount“ means the amount -computed in accordance -with the Tax
Regulatory Agreement. - : : : » ' ;

"Rebate Fund" means the Series 19942 Rebate Fund. established pursuant to
Series 19943 Supplemental Resolution, the rebate fund established for the Series
1992A&B Bondg and any rebate fund establlshad_for any BAdditional Bonds.

"Racord Date" means (a) with respect to any subseries af the SEILES 319%4A
Bonds bearing interest at an Ruction Rate, the Busziness Day immediately preceding
each Interest Payment Date for the Series 1994A Bonds, (b} with respect to any
aubgeries of the Series 1994A Bonds bearing interest at a Variable Rate, the
tenth (10th) day preceding each Interast Payment Date for the Series 1%94A Bonds,
(¢) with respect to 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 1954A Bonds and (d) with respect to any Additional Bonds, the
Record Date establisched for such Additional Bonds pursuant to the Supplemental
Resolution authorlzing the issuance cf such Addit;onal Bonds.

"Recover;es,cf.Pr;nc;pal"-means all amounts received by or on behalf of the
Authority or by the Trustee for the account. of the Znthority from or on account
of any Student Loan as a recovery of the principal amount thereof, ineluding
scheduled, delingquent and advance payments, c¢laim payments, payouts or
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prepayments from the sale, assignment or other disposition thereof, in each case
to 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 upen which Bonda are to be called for
redemption pursuant to the Resolutions.

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

"Registrar” means Boatmen’'s Firgt National Bank of Oklahoma, Cklahoma City,
Oklahoma.

"Reimburgement Agreement® means any reimbursement agreement between the
Authority and a Bank, approved as to form and execution by the trustees of the
Authority and entered into from time to time by the Autherity, providing for the
igsnance of & Letter of Credit with respect to any subseries aof the Series 18942
Bonds in each case as such agreement is originally executed and as the same may
froem time to time be amended ox supplemented in accordanc¢e with its terms and
with the Series 1994A Supplemental Resolution.

"Remarketing Agent" meana Smith Barney Inc., or any successor 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 19544
Bonde, ag originally executed and ag from time to time amended or supplemented

in accordance with the terms thereof and with the Series 1994A Supplementzal
Resolution.

"Resoluytions™ means the General Resolution as supplemented, amended and
ratified, including by the Series 1994A Supplemental Resolutiom.

“Ravenues™ means all payments, proceeds, charges and other cash income
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 or any other student loan
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 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 prineipal on any Student Loan or 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 loang 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 cof
Principal.

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

"Securities Depository® means The Depository Trust Company and its
guccesaora and aszigne or if, (i) the then Securities Depasitory resigns from its
functions as depository of the Series 1994A Bonds or (ii) the BAuthority
discontinues use of the Securities DBepository pursvant the Series 19943
Supplemental Resolution, any other securities depository which esgrees to follow
the procedures required to be followed by a seocnrities depasitory in connection
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with the Series 1994A Bonds and which is selected by the Buthority with the
congent of the Trustee.

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

"Sell Order® shall have the meaning ascribked to such term under the caption
"AUCTION PROCEDURES~Submisgion of Orders" in Appendix F +to this Official
Statement. .

"Ser;es 1992A Bcnds" means the Authority‘e Student Loan Revenue Refunding
Bonda, Seriggli492hn (Federal Family Bducation Loan Program} authorized by the
Series 1992R&KB7“Supplemental Resclution. .

"Series 1992A&B Bonds"™ means, collectively, the Series 1992A Bonds and the
Series 1%92R Bonds.

"Series 19928 Bonds" means the Authority’s Student Lean Revenus Refunding
Bonds, Series 1292B (Federal Family Eduecation Lean Program} authorized by the
Series 1992A&B Supplemental Resclution.

"Series 1992A&B Supplemental Resolution" means the Series 1992R2&B
Supplemental Bond Resolution supplemental and amendatory to the General
Resoluticn, authorizing the issuance of the Series 1992A Bonds and the Series
1992B Bonds, '

"Series 19947 Bonds" means the Authority’s Student Loan Revenue Bonds,
Series 1994A authorized by the Series 19942 Supplemental Resolution and
consisting of the Series 1994A—1 Bonds and the Series 1994A-2 Bonds.

"Series 195%4A Debt Service Reserve Account" means the Account by that name
created within the Student Loan Sinking Fund by the Series 199434 Supplemental
Resolution.

"Series 19947 Excess Interest Fund" means the fund by that name created by
the Series 1994A Supplemental Resolution.

"Series 19944 Interest Account® meana the Account by that name created
within the Student Loan Sinking 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 Resgolution.

“Series 18944 Rebate Fuynd" means the Fund by that name created by the
Series 15%4A Supplemental Resolution.

"Series 1924A Recoveries of Principal" means Recoveries 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 Resoluticon.

"Serieg 1994A Revenues" means Revenues derived from Serieg 1994a Student
Loans.

"Series 1994A Student Lean Account" means the Series 1994A Student Loan
Account of the Student Loan. Fund created by the Serles 1984a Supplemental
Resolutiorn,

“"Series 1594A Student Loans" meang Eligible Leans financed with proceeds
of the Series 19394A Bonds, with Series 1994A Recoveries of Prlncxpal, with Series
19942 Revenues and with other monéys deposzted te the Series 1994A Student Loan
Account of the Student Loan Fund.
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"Series 18947 Supplemental Resolution" means the Series 1994A Supplemental
Bond Resolution, which is supplemental and amendatory to the General Resolut;on,
anthorizing the issuance of the Series 1994A Beonds.

"Saries 1994A~]1 Bonds" wmeans the Authority’s Student Loan Revenue Bonds,
Series 1994A=1 authorized by the Series 1994A Supplemental Resolution.

USeries I1994A-2 Bonds" means the Authority’s Student Loan Revenue Bondsa,
Series 1994Aa-2 authorized by the Series 1994A Supplemental Resolution.

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

vSpecial Allowance Payments™ meane special allowance payments authorized
to be made by the Secretary by Section 438 of the Higher Eduecation Act, or
similar 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 agency of the State which administers the Student Educaticnal
Asgistance Fund established pursuant to Title 70, Oklahoma Statutes 1981,
Sections 622 and 623, as amended,

"Stated Maturity™ means the date specified in the Series 1994A Bonds as the
fixed date on which prinecipal of such Series 19942A Bonds is due and payable.

"Statutory Corporate Tax Rate" means, as of any date of determination, the
highest tax bracket (expressed in decimals) now or heresaifter 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 taxahle year; the Statutory Corporate Tax Rate as of December 1, 1994, ip 35%.

"Student Loan” means any Eligible Loan acquired by the Authority by the
expenditure of amounts pledged unde:r the Resolutions to secure the Bonds and held
by the Trustee as part of the Trusi Estate.

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

"Student Lovan Program™ or "Program® means the program, including lean
purchase contracts, for the financing of lecans for post-secondary education
established by the Ruthority, as the same may be amended from time to time
congigtent with the Resolutions, but only to the extent that such program is
financed through the issuance of Bonds or from amounts otherwise avallable out
of the moneys and assets held or pledged pursuant to the Resolutions.

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

"submission 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=Dealers are required to submit Orders to the Buction Agent as specified
by the Auction Agent from time to time.

"gubmitted Bid" shall have the meaning ascribed to such term under the
caption "AUCTION PROCEDURES—Submission of Orders™ in Appendix F to this Official
Statement.
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"submittad Hold Order” shall -have the meaning aseribed to such term under
the captlion "AUCTION PROCEDURES—Submiasion of Orders™ in Appendix F to this
Off;c;al Statement.

"submztted order™ shall have the meaning ascribed to such term under the
caption "RAUCTION PROCEDURES—Submission of Ordere" in Appendix F to this official
Statement.

"Submitted Sell Order™ shall have the meaning ascribed to such term under
the egaption “AUCTION PROCEDURES—Submleelon of Orders” in Appendix P to this
OffLCLal Statement-

"Substztute Auction Agent" means the Person with whom the Trustee and the
Authority enter into a Substitute Auction Agent 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
1994A Supplemental Rescolution agrees with the Trustee and the Authority to
perform the duties of the Auction Agent under the Series 1954a Supplemental
Resolution.

"Subsztitute Market Agent" means the Person with whom the Trustee and the
huthority enter into a Substitute Market Agent Agreement.

"Substitute Market Agent Agreement" means a market agent agreement
containing terms substantially similar teo the terms of the Initial Market Agent
agreement, whereby a Person having the qualifications required by the Series
1994A sSupplemental Resolution agrees with the Trustee tc perfcrm the duties of
the Market Agent under the Series 19942 Supplemental Resolution.

"Sufficient Clearing Bids" shall have the meaning asgcribed to such term
under the caption “AUCTION‘PROCEDURES—SumeBBion.of Orders” in Appendix F to this
official statement. .

"Swap Agxeement" means .an interest rate swap agreement between the
Authority and a Swap Counterparty, as originally executed and as amended or
supplemented, or other interest rate hedge agreement between the Aothority and
a Swap COunterparty, as originally executed and as amended or supplemented, in
each aase approved in ertlng by each of the Rating Agencies, for the purpose of
converting in whole or in part the ARuthority’s variable interest rate liability
on all or any porticn of any Beries of the Series 1994A Bonds bBearing interest
at a variable rate of interest to another variable interest rate liability or to
a fixed interest rate liability, or for the purpose of converting in whole or in
part the Authority‘s fixed interest rate liability on all or any portion of any
sories .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 hy each Rating Agency maintaining & Rating on any
series of the Bonds and each Rating Agency must confirm that such Swap Agreement
will not adversely affect its then current Rating on any series of the Bonds and
ag 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
must be rated in the highest rating categeory assigned by Moody’s.

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

“Swap Counterparty Guarantee” means a guarantee in favor of the Authority
given in connection with the execution and delivery of a Swap Agreement.

"TPax Regulatory Agreement™ means the Tax Regulatory Agreement, dated as of
December 1, 1994, by and between the Authority and the Trustee.
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"Termination Date" means the date on which the lLetter of Credit is
terminated in accordance with the terms and provisions of the related
Reimbursement Agreement.

nrrust Agreement" means the Trust Agreement, dated as of December 1, 1994,
between the Authority and the Trustee with respect to the Series 19%4A Bonds.

"Prust Indenture” means that certain trust indenture dated as of the 2nd
day of dugust, 1972, providing for the establishment ¢f the Authority pursuant
to the Act, for the benefit of the State and the beneficial lntEIEBt nf which was
accepted by the Governor of the State on August 2, 1972.

nrrustee” means Boatmen’s First National Bank of Oklahoma, Oklahoma City,
Oklahoma, appeinted as Trustee for the Series 19947 Benda pursuant to the Trust
Agreement and the Series 1994A Supplemental Resolution.

"nderwriter” means Smith Barney Inc.

nyariable Rate" means, with respect to each subseries of the Series 1994A
Bonds, a Daily Rate, a Weekly Rate, a Monthly Rate or a Long Rate borne by such
subseries of the Series 153942 Bonds commencing on the Period Adjustment Date for
such subseries of the Series 1994A Bonds establishing the Variable Rate, andg
continuing until a Pericd Adjustment Date establishing an Auction Rate or the
conversion Date for such subseries of the Series 1994A Bonds and determined in
accordance with the Series 1994A Supplemental Resolution.

 "Weekly Rate" means, with respect to any subseries of the Series 1994A
Bonds, the rate of interest borne by such subseries of the Series 19%4A Bonds
during any Weekly Rate Period.

"Weekly Rate Period"” 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
capticon "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, asgociations and corporations. Words importing
the singular number include the plural number and vice versa.

LIMITED OBLIGATION OF THE AUTHORITY

The Authority will not be obligated to pay the Debt Obligations, including
the Bonds, or thée interest thereon except fram the property and income pledged
as 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, or the
trustees of the Authority or againsit the property cor funds of the State or the
Authority or such trustees, except to the extent of the property and income
pledged expressly thereto.

GENERAL TEEMS OF BONDS

All the Bonds are negotiable subject to the provisions for registration,
transfer and exchange contained therein and in the Resolutions. S long as any
of the Bonds remain cutstanding, the Buthority will maintain and keep, at the
principal or corporate trust office of a registrar, which may be cne or more
banks or trust companies or national banking associaticons appointed by the
Authority, bococks for the registration, tranefer and exchange of Bonds. Upen
presentaticn thereof for such purpese at szaid office, the Aunthority will register
or cause to be registered in gsuch books, and permit to be transferred thereon,
any Bond under such reasconable regulations as it or the registrar may prescribe;
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provided that no Bonds may. be transferred on or subsequent 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 funda were created with respect to the Authority‘s Debt Obligationeg,
including the Bonds:

(1) ~ Student Loan Fund; and
<(2) Student Loan Sinking Fund.

(B) Pursuant to the Series 1994a Supplemental Resolution, the following
trust accounts and subaccounts were created with respect to the Series 19942
Bonds: < - : -

(1), Within the Student Loan Fund, the Series 19947 Student Loan -
Account; and . :

(2) Within the Student Loan Sinking Fund, the Series 1994A
Principal - Account, the Series 19942 Interest Account, the Series 19%54a
Redemption Account and the Series 1994A Debt Service Reserve Account.,

The Authority also established and created the Series 1994A Rebate Fund and
the Series 1994A Excess Interest Fund pursuant to the Series 1994A Supplemental
Resolution, The Series 1994A Rebate Fund and the Series 1994A Excess Interest
Fund are not pledged to, and do not serve as security for, the payment of the
Bonds., . . . ’

Series 1994A Student Loan Account. The Series 1994A Student Loan Account .
will be funded with proceeds of the Series 19943 Bonds and with moneys
contributed by Authority as described under the caption "ESTIMATED SOURCES AND
USES OF FUNDS" in this Official Statement. Except as set forth below, amounts
on depesit in the Series’ 1994A ‘Student Lcan Account will be used to finance
Eligible Loans. K The Series 1994A-Student Loan Account will also receive Series
19942 Recoveries of Principal transferred from the Series 1994a Principal
Agcount, Series 1994A Revenues transferred to the Series 1994A Student Loan
Account, and Series 1994A Student Loans financed with moneys of the. Authority,
with proceeds of the Series 1994A Bonds, with Series 1994A Recoveries of
Principal and with Series 19%4A Revenues on deposit from time to time in the
Series 1994A Student ILoan Account and from the Series 1994A Redemption Account.

Amounts on deposit in the Series 1994A Student Loan Account will be used
to finance Eligible Loans until September 1, _7 provided, however, if the
Authority delivers to Mocdy's a Cash Flow Certificate which indicates that the
continued finanecing of Eligible Loans would not reduce 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 Certifiecate. In additiocn, moneys
or Eligible Loana may be transferred to other RAccounts from the Series 19924a
Student Loan Account as specified under the caption "Parity of Bonds" below.

If moneye on depogsit 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 agreement) at a rate of interest less than the rate
asaumed therefor in the Closing Cash Flow Projection, then an Authorized Officer
of the Authority will immediately give notice thereof to the Trustee, and unless
the Authority will deliver to the Trustee within 12 months thereof a Cash Flow
Certificate, the Trustee will immediately transfer such moneys tc the Series
19944 Redempticon Account.

Amounts in the Series 1994A Student Loan Account will not be used to
acquire Eligible Loans from a party other than the Authority unless at the time
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of such acquisition the transferring party represents to the Authority that any
such Eligible Loans will be transferred free and clear of any lien and such
transferring party agrees to repurchase any such Eligible Loan or loan believed
to be an Eligible Loan which does not comply with the provisicns of the
Resgolutions 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 1994A Student Loans will be held by the
Trustee or its agent or bailee (including the Cuastodian and the Servicer) and
Pledged to and accounted for ae a part of the Series 1954A Student Loan Account,

Series I994A Principal Account, Series 19942 Interest Account, Series 19%4A
Redemption Account and Series 1994A Debt Service Reserve Account. Except as
provided kelow, moneys in the Series 19942 Principal Acccunt, the Series 1994a
Interest Account, the Series 1994RA Redemption Account and the Series 19543 Debt
Service Regerve Account will be used solely for the payment of the principal of
and premium, if any, and interest on the Series 1954A Bonds or any amounts due
on any Swap Agreements. Money in the Series 1994A Principal Account, the Series
1994A Interest Account, the Series 19%4A Redemption Account and the Series 1994Aa
Debt Service Reserve Account will be kept separate and apart from all other Funds
and will be usaed and transferred by the Trustee, except as provided in the Series
1994a Supplemental Resclution, to other Funds or Perszons as specified under the
caption “"Parity of Bonds" below. The Series 1994A Principal Account, the Series
199423 Interest Account, the Series 1994A Redemptlon Account and the Series 1994a
Debt sService Reserve Account will receive Series 1994A Revenues and Series 19943
Recoveries of Principal as set forth below.

(i) Series 15%4A Principal Account. The Series 1394A Interesat
hocount will initially he funded with proceeds of the Series 19942 Bond as
described under the caption "BESTIMATED SOURCES AND USES OF FUNDS" in this
Official Statement. In addition, the Serieg 1994A Principal Account will
receive Series 1994A Recoveries of Principal and amounts from the Series
1994A Redemption Account, Amounts on deposit in the Series 19943
Principal Account will be used to pay principal, when due, on the Series
1994a Bonds. To the extent amounts on deposit in the Series 1994a
Principal Account exceed amounts necessary to pay principal on the Series
19943 Bonds on the next principal payment date, such amounts will be
transferred to the Series 19943 Student Loan Account; prov;ded, however,
on and after September 1, ; unless the Authority is permitted to
continue +to finance Eligible Loans, such excess amounts will be
transferred to the Series 19942 Redemption Account. In the event amounts
on deposit in the Series 1994A Principal Account are insufficient tao pay
principal on the Series 1994A Bonds, the Trustee will transfer amounts to
the Series 1994a Principal Account as described under the caption "Parity
of Bonds” below. In addition, moneys: may be transferred to other Accounts
from the Series 1994A Principal Account as described under the caption
"Parity ¢f Bonds" below.

{ii) sSeries 1994A Interest Account, The Series 1994A Interest
Account will receive Series 19%4A Revenues relating to the Series 1994aA
Student Loans and any Counterparty Swap Payments. Amounts on depogit in
the Series 1994A Interest Account will be uged to pay interest, when due,
on the Series 1994A Bonds and any Authority Swap Payments. In the event
amounts on deposit in the Seriesg 1994A Interest Acccunt are insufficient
to pay interest on the Series 1994a Bonds and any Authority Swap Payments,
the Trustee will transfer amounts to the Series 1994A Interest Rccount as
degeribed under the caption "Parity of Bonds® below. In addition, moneys
may be transferred to other Accounts from the Series 1994A Interest
Account as described under the caption "Parity of Bonds" bhelow.

{1ii} Series 1994A Redemption Account. The Trustee will deposit to
the Seriés 1994A Redemption Account all amounts reguired to be tranasferred
to the Series 1%94A Redemption Account from the Series 19942 Student Loan
Account and the Series 1994A Principal Account. To the extent amounts on
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deposit in the Seriegs 1994A Redemption Account are not used toc redeem
Series 1994A Bonds, the Trustee may, upon direction of the Authority,
transfer such funds to the Series 19942 Principal Account; provided,
however, that scch amounts transferred may only be used to pay the
principal 'of the Series 19942 Bonds. In addition, monays may be
transferred tc other Accounts from the Series 1934A Redemption Account as
described under the caption .*Parity of Bonda" helow.

{iv) Series 1954A Debt Service Reserve Account. The Series 1399427
Debt Service Reserve Account will be funded in the amount of the Debt
Service Reserve Requirement for the Series 19942 Bonds from proceecds of
the Series 1994a Bond asg described under the caption "ESTIMATED SOURCES
AND USES OF FUNDS"™ in thia Official Statement. In addition, there will
aleo be deposited into the Series 1%94A Debt Service Regerve Account all
cother moneys reguired to be deposited therein pursuant to the Series 19944
Supplemental Resolution and all other moneys received by the Trustee when
accompanied by directions not inconsistent with the Series 19242
Supplemental Resolution that such moneyg are to be paid into the Series
15944 Debt Service Reserve Account. Amounts on deposit in the Series
19943 Debt Service Reserve Account 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 paymente as
described under the caption "Parity of Bonds" below. Interest and other
income received con investments of Series 1994A Debt Service Reserve
Account moneys will be retained therein; provided, however, in no event
will moneye on deposit in the Series 1994A Debt Service Reserve Account
exceed the Debt Service Reserve Regquirement with respect to the Series
19943 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 19%4A Bonds, such amounts will be transferred to the
Series 1994A Interest Account, in such manner as the Authority directs.
Anything in the Series 1994A Supplemental Resoluticn to the contrary
notwithstanding, moneys on deposit in the Series 1994A Debt Service
Reserve Account will be invested 8o as not to be in violation of the yield
regtrictiens set forth in the Tax Regulatory Agreement. Investments in
the Series 1994hA Debt Service Reserve Account will be wvalued on each
Interest Payment Date in the manner set forth in the General Resolution.
If any such valuation reveals that the value, of such investments ig less
than the Debt Service Reserve Regurirement with respect to the Series 19944
Bonds then Cutstanding, the Trustee will 1mmediately notify the Author;ty
of the amount of the difference between the amount derived by suéh
valuation and the Debt Service Reserve Requirement with respect to the
Series 1994A Bonds, which difference will be deposited in the Series 1994A
bebt Service Reserve Account in.the manner set forth below.

Upon the occurrence of an Event of Default under the Resolutions, as
set forth in the General Resclution, and the exerciee 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 acgordance with the

General Resclution. On the final maturity date of the Series 1924A Bonds
any moneys in the Series 1994A& Debt Service Reserve Account may be used to
pay the principal of and interest on the Series 1994A Bonds con such final
Maturity date. In the event of the redemption of the Series 1994A Bonde
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 prinecipal of premivm, if any, and interest on the Series
19942 Bonds.

At such times as moneys are to be transferred out of the Series
1994A Debt Service Reserve Account for deposit into the Series 1994A
Principal Account or the Seriez 1994A Interest Account, the Trustee will
use cash or Investment Securities in such order of priority as the
Authority dQdirects.  If no. RAuthority direction hae been received, the
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Trustee will determine the pricrity of use of amounts in the Series 1994
Debt Service Reserve Account.

In the event of a deficiency in the Debt Service Reserve Requirement
with respect to the Series 1994A Bonds, then the Series 1994A Debt Service
Reserve Account will be replenished from Series 1994A Revenues, Series
19848 Reccoveries of Principal and other available moneys held under the
Trust Estate within twelve {12) months from the date of such deficiency.

The Student Loan Sinking Fupd. The Buthority will cause all Series 1994a
Revenues and Counterparty Swap Payments to be deposited promptly with the Trustee
in the Student Loan Sinking Fund. There will aleo be deposited in the Student
Loan Sinking Fund any amcunts required to be deposited therein pursmant to any
Supplemental Resclution and any other amounts avallable therefor and determined
by the Ruthority to be depogited therein from time to time.

The Series 1994A Revenues and Counterparty Swap Payments credited to the
Student Loan Sinking Fund, net of amounts paid to any Guarantor in respect of
Claim Adjuetments, will be paid out of the Student Loan Sinking Fund at the
direction of the Authority as follows and in the following order of priority:

First: on each Interest Payment Date, into the Series 1994a Rebate
Fund and the Series 1954A Bxcess Interest Fund, as appreopriate, an
amcunt which, when added to the amount to be caleulated by the
Autheority, already within the sSeries 1994A Rebate Fund and the
Series 1594A Excess Interest Fund, as appropriate, will equal the
amount required tec be on depoait therein.

Second: On each Interest Payment Date or othex Redemption Date into
the Series 1994A Interest Account the amount, if any, which when
added to the amount already within the Series 19942 Interest Actount
will be gufficient to pay the interest due on the Series 19944 Bonds
or any Authority Swap Payments due on such date and into the Series
19%4A Principal Account and the Series 1994A Redemption Account the
amount, if any, which when added to the amount already on depcsit in
the Series 1994A Principal Account and the Series 19944 Redemption
Account will be gufficient to pay the prinecipal and redemption
premium, if any, due on any of the Series 19943 Bonds on maturity or
upon redemption prior to maturity on such date, as applicable.

Thirds O©On the date any current servicing fees with respect to the
Series 19942 Student Leans ares due and payable, pay to the Servicer
(or reimburse the Autherity for) such servicing fees.

Fourth: oOn the date any current Program Expenses with respect to
the Series 1994A Bonds are due and payable, pay to the Perscons due
Buch Program Expenses the amount of the Program Expenges and on the
first Business Day occurring in each month 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 previoualy paid or reimbursed from the Student
Loan Sinking Fund. :

Fifth: ©n each Interest Payment Date, into the Series 1984A Debt
Service Reserve Account amounts necessary to reestabligh the Debt
Sservice Reserve Requirement with regpeot to the Seriec 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 1994A Student Loan Acecount all remaining Series 159940
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Revenues and Counterparty Swap Paymente in the Student Loan Sinking
Fund after giving effect to the above transfers.

Saventh: Unless otherwise provided in any Supplemental Resolutien
authorizing Bonds, on each Interest Payment Date when the amounts on
deposit in the all. of the Funds, Accounts and subaccounts for the
Series 1992A8E Bonds, the Series 1994A Bondes and any Additional
Bondsa, ag certified to by an authorized 0fficer, cother than the
Rebate Fund, the Series 1994A Rebate Fund or the Series 1994A Excess
Interest Fund, exceed % of the principal amount and accrued
interest of the Outstanding Bonds, then the amounts above such __ %

JamEy, be transferred to the Authority, at the direction of the

#huthority, free and clear of the lien or the pledge of the
Regolutions.

Notwithstanding the provisions described above, noc payments will bhe
required to be made into the Student Loan Sinking Fund for go long as the amcount
on deposit therein together with amounts on deposit in the Student Loan Fund
(exclusive of Eligibkble Loans therein) will be sufficient to pay all Outstanding
Bends as evidenced by a Certificate of an Avnthorized QOfficer, and any Revenues
or Recoveries of Principal thereafter received by the Authority may be applied
to any purpose of the Authority in conformity with the Act free and clear of the
lien or the pledge of the Resolutions.

Parity of Bonds In order to achieve parity between the Series 19922&E
Bonds, the Series 1594A Bonds and any Additional Bonds, if moneys in the
principal or interest accounts established for any series of Bonds are
irsufficient to pay the maturing principal of or interest on such Bonds or any
Authority Swap Payments, the Trustee for such series of Bonds will use moneys
from the Trust .Estate established by the Resoluticns (including moneys
transferred from the trustees for other series of Bonda) to make such payments
ag determined by an Authorized Officer of the Authority, or, if no instructions
are received from an Authorized officer of the Authority, in the following order
of pricrity: . .

{a) Moneyg within the reserve account establizshed within the Trust
Estate for such series of Eonds;

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

- {e) Moneys within the interest account established within the
Trust Egtate for such series of Bonds (which moneys are not being held for
the payment of the interest on Bonds due within six months from such
proposed transfer date);

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

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

(f) Moneys, but not Eligible Loans, within the student loan
account established within the Trust Estate for such series of Bonds;

g) Moneys transferred to the Trustee from any interest account

established within the Trust Estate for any other series of Bonds issued
pursuant to the Resolutions (which moneys are not being held fcr the
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payment of the interest on Bonds due within six months from such proposed
transfer date};

. (h) Moneys traneferred to the Trustee from any principal account
established within the Trust Bstate for any other series of Bonds issued
pursuant to the Resolutionz ({which moneys are not being held for the
payment of the principal of Bonde due within one year from such proposed
tranafer date);

(1) Moneys tranaferred to the Trustee from any redemption account
established within the Trust Estate for any cther series of Bonds issued
pursuant to the Resolutions (which moneys are not being.held for the
payment of Bonda for which a notice of redemption has previouely been
given);

(i) Monevys, but not Eligible Leans, transferred to the Trustee
from any student loan account established within the Trust Estate for any
other series of Bonds issued pursuant to the Resolutions;

(k) Proceeds from the sale of Eligible Loans held within the
student loan account established with the Trust Estate for such series of
Bonds; and

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

Each trustee for a geries of the Bond:z issued pursuant to the Resolutions 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.

COVENANTS OF THE AUTHORITY AND 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 Obligation,
including every Bond, and the interest thereon, at the date and places and in the

manner stated in the Debt Ohligations, according to the true intent and meaning
thereof.

Extension of Payment of Debt Obligations. The Authority will not directly
or indirectly extend or assent to the extension of the maturity of any cof 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
Resolutions or to any payment out of the Funds or Accounts established pursuant
to the Rescolutions, including the investments, if any, therecf, or out of any
asgets or revenues pledged under the Resolutions prior to the benefite 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 ¢laims for interest. Nothing
described under this heading will be deemed to limit the right of the Authority
to issue refunding bonds and such issuance will not be deemed to constitute an
extension of maturity of the Debt Obligations.

Power to Issue Debt obligations and Pledge Revepues, Accounts and Other
Property. The Authority is. duly authorized under all applicable laws to
authorize and issue the Debt Ohligations, including the Bonds, and to adopt the
Regelutions and to pledge the assets and revenues in the manner and te the extent
pravided 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 Resolutions, and all corporate or other action on
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the part of the Authority to that end has been and will be duly and +validly
taken. The Debt Cbligations and the provisions of the Resolutions are and will
be the valid and legally enforceable obligations of the Authority in accordance
with their respective terms and the terms of the Resoluticns. The Authority will
at all times, to the extent permitted by law, defend, preserve and protect the
pledge of the Pledged Asaetg, including all Recoverieg of Principal and Revenues
and other assets and revenues, including rights therein pledged under the
Resolutions, and all the rights of the Registered Owners cf the Debt Obligations
under the Reaclutions against all claims and demands of all persons whomsoever.
\.11 a2

Swapfﬂgrbements, Counterparty Swap Payments; Authurlty Swap Payments. The
Authority arthorizes and directs the Trustee to acknowledge and agree to any Swap
Agreement eritered into by the RAuthority and a Swap Counterparty under which
(a) 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 Anthority. The Authority shall not execute and
deliver any Swap Agreement unless at the time of entering inte such Swap
Agreement (i) the consent of the Bank is obtained, if applicable, and (ii)} upon
execution and delivery of such Swap Agreement the notional amount of such Swap
Agreement, together with the notional amounts of any other Swap Agreements
outstanding at such time, does not exceed the aggregate principal amount of
Series 1994A Bonds Outstanding at such 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 amounte
realized by the Trustee from foreclogsure upon the Trust Estate consisting of any
Swap Agreement and any Swap Counterparty Guarantee.

o [ 1ater than the Busineas Day immediately precedlng each date on which a
Counterparty Swap Payment or Authority Swap Fayment is due pursuant to the
applicable sSwap Agreement through and including the termination date of a Swap
Agreement, the Authority shall give written notice to the Trustee stating either
(2) the amount of any Counterparty Swap Payment due to be received by the Trustee
for the account of the Authority noc later than such Interest Payment Date or
(b} the amount of any Authority Swap Payment to he paid to the Swap Counterparty
cn sach Interest Payment Date, If the Trustee fails toc receive such written
notification from the Authority by the end of such Business Day, it shall
immediately notify the Authoricy of such fact in wrltlng.

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
representing such Counterparty Swap Payment in the Student Loan Sinking Fund to
be applied in accordance with the provisions described under the caption "FUNDS
AND ACCOUNTS-The Student Loan Sinking Fund™ in this Appendix A. The Trustee
ghall notify the Authority on such Business Day, if (a) the amount received froam
the Swap Counterparty is not equal to the-  amount specified in the written
notification of the BAuthority, {b) no amount is received from the Swap
Counterparty or (c) the amount received is not received in freely transferable
funds. ) .

on any date with respect te which an Authority Swap Payment is due in
gccordance with the written notification received from the aAuthority 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 19547 Interest Account of the Student Loan Sinking Fund of the
amount of the Authority 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 transfer of freely transferable funds to the credit of the
account of the Swap COunterparty specified in such written notlf;catlon of the
Authority or the Swap CQunterparty, as the case may be.
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Nothing in the Series 1994A Supplemental Resoluticon prohibits, or will be
construed as prohibiting, an Authority Swap Payment or Counterparty Swap Payment
from being made on a date cther than an Interest Payment Date.

Further Assurances. At any and al) times the Authority will, so far as it
may be authorized by law, pasa, make, do, execute, acknowledge and deliver, all
and every such further resclutions, acts, deeds, conveyances, assignments,
transfers and assurances as may be necessary or desirable for the better
assuring, conveying, granting, pledging, assigning and confirming all and
singular the rights, Revenues, Recoveries of Principal and assets pledged or
asgigned, or intended so to be, or which the Ruthority may become bound to pledge
or assign. ' S

Tax Covenants. The Authority covenants that it will not take any action
or inaction, or fail to take any action, or permit any action to be taken omn 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 exclusicn
from grosg income for federal income tax purposez of the interest on the Bonds
under Section 103 of the Code. In furtherance of the foregoing covenants, the
Ruthority covenants to comply with the Tax Regulatory Agreement.

Student Loan Program. (B) The Authority will from time to time, with all
practical dispatch and in a sound and economical manner consistent in all
respecta with the provisions of the Resalutions, and sound banking practices and
principles, (i) use and apply proceeds of the Debt Cbligations, including the
Bonds, and moneys in the Student Loan Fund, including the Series 1994A Student
Loan Account, to the extent not reascnably or otherwise regquired for other
purposes of the Student Loan Program, to purchase Stodent Loans pursuant te the
Resolutions or to pay other obligations of the Authority required to be paid
under the Resolutions, (ii} do all such aets and things as are necessary to
receive and collect Revenues (including Special Allowance Payments) and
Recoveries of Principal sufficient toc pay the expenses of the Student Loan
Program and {iii) diligently enforée, and take all steps, actions and proceedings
reaconably necessary in the judgement of the Authority to protect its rights with
respect to, to maintain any insurance on, and to enforce all terms, covenants and
conditiong of Student Loans and other student loans acguired by the Authority by
the expenditure of amounts in the Student Loan Fund and held by the Trustee as
part of the Trust Estate.

(B} For go long ag any Debt Cbligations 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 Bducation Act.

(C) The Authority may at any time sell, assign, transfer, exchange or
octherwise dispose of an Eligible Loan and other student loans acguired 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 lese than the aggregate amount of (&) outstanding
principal, (b) accrued borrower and other contractually required payments and (¢}
unamortized premium, if any, paid by the Authority in connection therewith or is
" for collecticn or consolidation purposes. If substantially all of the Eligible
Loans and other student loans held as part of the Trust Estate are sold, the
Buthority 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 Provisiong™ in the Official Statement.

Isguance of Additional Obligations. (&) The Authority will not create or
permit the creation of or issue any obligations or create 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
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by a supplemental resolution, or okligations the proceeds of whlch are applzed
to pay the debt cobligations in full.

(B} The Authority expressly reserves the right to adopt or enter into one
or wmore supplemental resolutions for its purposes, including the purposes of the
Student Loan Program, and reserves the right to issue Additional Debt Obligations
for such purposes, which obligaticns will be secured under-the General.Resolut;on
and such supplemental reaolutlon- .

Collaction and'Assignment of Eligible Loans. The Authority and the Trustee
will diligently collect or cause to be collected all principal and interest
payments on a1l the Student Loans and other student loans acquired by the
Authority by the expenditure of amounts in the Student Loan Fund, including the
Series 1994A Student Loan Account, and held by the Trustee as part of the Trust
Estate, and all other sums to which the Authority isg eantitled pursuant to the
provisione of any Loan Purchage Contracts, and all grants, subsidieg, donations,
Special Allowance Payments and all Guarantee payments which relate to such
Student Loans and other student loans acguired by the ‘Authority by the
expenditure of amounts in the Student Loan Fund, including the Series 1994A
Student lLoan 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 soon asg possible, of all payments related to such Student Loans.
The Authecrity and the Trustee wlll assign such Student Loans for payment of
Guarantee benefits within the required period under applicable law and
regqulations. The Authority and the Trusiece will comply with all United States
and State statutes, ruleg and regulations which apply to the Authority's Student
Loan Program and to such Student Loans.

Adm;nzstrat;on, COllectzon and‘Enforcement of Student Loang. The Autherity
will cause all Student Loans and other student loans acguired by the Authority
by the expenditure of amounts in the Student Loan Fund, inecluding the Series
195947 Student Loan Account, to be held by the Trustee as part of the Trust Estate
and to be administered and collected either by the Authority or by a Servicer
selected by the Authcrity in a competent, diligent and orderly fashion and in
accordance with all requirements of the Higher Education Act, the Secretary of
Bducation, each Guarantor, the Reaclution, a Guarantee Agreement, the Guarantee
Program and the Guarantor’s Federal Reimbursement Contracts. 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 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 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 Authority and the Trustee will not
permit the release of the obligations of any borrower under any Student Loan or
any other student loan 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 Ruthority, the Trustee and the Reqgistered Gwners of the Debt Obligations,
including the Bondg, under or with respect to each Student Loan and each
agreement in connection therewith. = The Authority and the Trustee will not
consent or agree to or permit any amendment or modificaticn of any Student Loan
and other student loans acquired by the Authority by the expenditure of amounts
in the student Loan Fund, inecluding the Series 19942 Student Leoan Account, and
held by the Trustee as part of the Trust Estate or agreerent in connection
therewith which will in any manner materially adversely affect the rights or
security of the Registered Owners of the Debt abligetions, ineluding the Bonds.
Nothing in the General Resolution will be corstrued to prevent the Buthority from
settling a defanlt or curing- a delinguency on any Student Loan on such terms as
are permitted by law. The provisions of the Resclutions described in this
paragraph will be deemed ineffective to the extent that applicaticon prevents any
action on the part of the Authority or the Trustee to assure compliance with the
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tax covenants set forth in the Resclutions or prevents the forgiveness and
discharge of the remaining indebtedness on any Student Loan having a principal
balance not in exceses of 550 if, in the reasonable judgment of the Authority
evidenced by a Certificate of an Authorized Officer of the Authority delivered
to the Trustee, the cost of collection of the remaining indebtedness of such
Student Loan would exceed such remaining indebtedness or if necessary to comply
with the tax covenants of the Resolutions.

Enforcement of Servicing Agreement. The Authority will cause to be
diligently enforced and taken all reasonable steps, actiong and proceedings
necegegary for the enforcement of all terms, covenants and conditiona of all
Servicing Agreements, including the prompt payment from the "Servicer of all
principal and interest payments and all other amounts due the Authority. The
Authority will, 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 Bonds, under or
with respect to each Serviecing Agreement. The Authority will not consent or
agree to or permit any amendment or modification of any Servieing 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 Ezpenses., The Authority covenants and agrees that
the Program Expenses will not, in any Figecal Year, exceed those that are
reasonable and necessary in light of all circumstances then existing and will
not, in any event, be in such amounts as will materially adversely affect the
ability of the Authority to pay or perform, as the case may be, all of its
chligations 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 paying reasonable and necassary 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 Autherity to pay or perform, as the case may
be, all of its cbligations under the Resolutiocons, 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
Floew Projections, the Authority will provide Moody's with a Cash Flow
Certificate, unless otherwise agresd to by Moody‘s.

PROVISIONS REGARDING SUPPLEMENTAL RESOLUTIONS

Supplemental Regolutions Effective Upon Filing With the Trustee. For any
one or more of the following purposes and at any time or from time to time, a
supplemental resolution of the Authority 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 autherized in such supplemental resclutien or

{(ii) if no such Debt 0Obligations are authorized, upon the thirtieth (30th) day
subsequent to such filing:

{1} to provide limitationsa and restrictions in addition to the limitations
and restrictions contained in the Resolutiong on the authentication and delivery
of Debt Obligationg or the issuance of other evidence of indebtedness; or

{2) to add to the covenants and agreements of the Authority in the
Resolutions other covenants and agreements to be okserved by the Authority which
are not contrary to or inconsistent with the Resclutions as theretofore in effect
{including, but not limited to, any covenants or agreements as may, in Bond
Counsel’s Opinion, be necessary or desirahle to assure compliance with any
applicable provigsions of the Code); oxn

(3) to add to the limitations and restrictions in the Resolutions other

limitations and restrictions to bhe obeerved by the Authority which are not
contrary to or inconsistent with the Resolutions as theretofore in effect; or
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(4) to surrender any right, power or privilege reserved to or conferred
upon the Authority by theé terms of the Reasclutiocns, but only if thé surrender of
guch right, power or privilege is not contrary to or inconscistent with the
covenanta and agreements of the Authority contained in the Resolutions; or

- (8) 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 Pr;nclpal or of any
other revenues or assets; or

“nfvv 1 {6) to ereate additional gpecial trust azccounts for the future securing of
all Debt Obligations igsued pursuant to the General Resclution, as -supplemented,
if.--;along with such supplemental resolution there is filed a Bond Counsel‘s
Opinion to the effect that the creation and operation of such account will not
impair the existing security of the Registered Owners of any Ountstanding Debt
Obligatiene.,dr“ )

(7] to add such provxe;one ‘to or to ‘amend such provisions of the
Resolutions aes may, in Bond Counsel’s Opinion, be necessary cr desirable to
agsure implementation of the Student Loan Pragram in conformance with the Hicher
Education Act if along with puch supplemental resolution there ig filed a Bond
Coungel‘s Opinion to the effect that the addition or amendment of such provisions
will not impair the existing security of the Registerad OQuwners of any Outstanding
Debt Obligations or provider of any credit enhancement agreementf

(8) to issue Debt Obligations or additional debt obligations, (i) secured
on a basis of parity of lien with existing Debt Obligations ("Additional Debt
Obligations™) or {ii) secured by a portfol;o of Student Loans and by documents
geparate and apart from those securing the existing Debt Obligations, if a Bond
Coungel’s opxnlon to the effect that the issuance of Additional Debt Obligations
will not impair the existing security of the Registered Owners of any Outstanding
Debt Obligations and notice to and written confirmation from the Rating Agency
that the issuance of said Additional Debt Obligations will not affect adversely
ite rating on such Outstanding Debt Okligations.

Supplemental Resoluiions Effective Upon Consent of Trustee., (A} For any
one or more of the following purposes, and at any time or from time to time, a
supplemental resolution may be adopted, which, upoen (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 thzrt;eth (30th) day subsequent te auch
filing:
(1) to cure any amblgulty, supply any omission, or cure or correct
any defect or 1nconszetent prov131on ln the Reeolutxone, or

{(2) to insert sueh provisions clarifying matters or guestions arising
under the Resolutions as necessary or desirable and are not contrary to or
inc0n31stent with the Reaolutione as theretofore in effect, or

{(3) to provide for additional dut;es of the Trustee Ln connection
with the Student Loans.

(B) Any such supplemental resclution may also contain one or more of the
purposes specified under "Supplemental Resolutions Effective Upon 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 applicabkle only to those
provisions of such Supplemental Resolution as shall contain cne or more of the
purposes set forth 1n {A) above.

Supplemental Resolutions Effective Only Upon Consent of Registered Owners

of Debt Obligations. At any time or from time to time, a supplemental resolution
may be adopted subject to consent by Registered Owners of Debt Obligations in
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accordance with and subject to the provisiona of the General Resolution. Any
such supplemental resclution will become fully effective in accordance with its
terms upon the filing with the Trustee of a copy thereof certified by an
Authorized Officer and upon compliance with the provisionsz of the General
Resolution.

General Provisions. (&) The General Resolution will not be medified or
amended in any respect except as provided in and in accordance with and subject
to the provisions eof the General Rescolution. Nothing in the General Resclution
contained will affect or limit the right or chligation of the Authority to adopt,
make, do, execute, acknowledge or deliver any resalution, act or other instrument
pursunant 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 Fiduciary any instrument which is to be delivered to said Fiduciary
pursuant to the General Resolution.

{B} Any supplemental resoluticn permitted or anthorized as described under
"Supplemental Resolutione Effective Upon Filing with the Trustee™ or
"Supplemental Resclutions Effective Upon Consent of Trustee"™ may be adopted by
the Authority without the consent of any of the Registered Owners of the affected
Debt Obligatieona, but will become effective only on the conditionsg, to the extent
and at the times described in said provisions. A copy of every supplemental
regolution filed with the applicable Trustee will be accompanied by a Bond
Counsel’s OPinion stating that such supplemental reselution has been duly and
lawfully adopted in accordance with the provisions of the General Resolution, is

authorized or permitted by the General Resolution, and is valid and b;nd;ng upon
the Authority.

(C} The applicable Trustee is authorized to accept the delivery of a
certified copy of any supplemental regolution referred to and permitted or
authorized by the Resclutions and to make all further agreements and Et;pulatlons
vwhich 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
Coungel’s OQinion) that such supplemental resolution is authorized or permitted
by the provisions of the General Resolution,

(D) Ko supplemental resolution may change or modify any of the rights or
ebligations of any Fiduciary without its written assent thereto.

PROVISIONS REGARDING AMENDMENTS

¥ailing of Notice of Amendment. Any provision for the mailing of a notice
or other paper to Registered Owners of Debt Obligations, including the Bonds,
will be fully complied with if it is mailed postage prepaid to each Registered
Owner of Debt Okligations then Outstanding at such Registered Owner‘'s address,
if any, appearing on the register therefor.

Powers of Amendment. Any modification of or amendment to the General
Resolution and of the rights and cbligations of the authority and of the
Regigtered Owners of the Debt Obligations, including the Bonds, under the
Resolutions, in any particular, may be made by a supplemental resolution, hut
only, (i} in the event such supplemental resolution will require the consent of
the Registered Owners of Debt Obligatiems, with the written consent given as
provided below of the Registered Owners of at least two—thirds (2/3) in prinecipal
amount of the related Debt Obligations Outstanding at the time such consent is
given or (il) in case less than all of the Debt Obligations then Outstanding are
affected by the modification or amendment, of the Registered Owners of at least
two-thirdes (2/3) in principal amount of the Debt ¢bligations spo affected and
Outgtanding at ¢the time such consent is given. If any such modification or
amepndment will not take effect so long as any Debt Obligations of any specifiled
maturity remain outstanding however, the consent of the Registered Owners of such
Debt Obligations will not be required and such Debt Obligationes will not be
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deemed to be Outstanding for the purpese of any calculation of Outstanding Debt
Obligations for the purposes described under this heading. No such modification
or amendment will permit 2 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 Obligation, or will reduce the percentages or otherwise affect the
clasges of Debt Obligations, the congent of the Reqgistered owners of which ie
required to effect any such modification or amendment, or will change or modify
any of the rights or obligations of any fiduciary without -its written assent
thereto. The Trustee may in its sole discretion determine whether or not in
accdrdance with the foregoing powers of amendment Debt Obligations of any -
rarticdular maturity would be affected by any modification or amendment thereof
and -gny guch determination will be binding and conclusive on the Authority and
all Registered Owners of Debt Obligations.

Consent of Registered. Owners of DPebt Obligations,. (A} A copy of any
gupplemental resolution making a modification or amendment which recquireg the
consent of the Registered Owners of Debt Obligations, including the Bonds (or
brief summary thereof or reference thereto in form approved by the Trvatee),
together with a request .to Registered Owners of Debt Obligations for their
conaent thereto in form satisfactory te the Trustee, will ke mailed -by the-
huthority to the Registered Owner of each Debt Obligations; provided, however,
that failure to mail such copy =nd request will not affect the validity of the
supplemental resolution when consented to ag described in this provision. BSuch’
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
percentages of 0utatanding Debt Obligations spegified above and (b) a Bond
Counsel’s Opinion stating that such supplemental resolution has been duly and
lawfully adopted by the Autherity in accordance thh the provisions of the
General Resolution, authorized or permitted thereby and is valid and blndlng upeon
the Authority, and (ii) published notice has been given as provided in the
General Resolution, ) . s

(B) At any time after the Registered Owners of the régquired percentages of
Debt Obligations have filed their consents to the supplemental resolution, such
consents to be effective only if accompanied by proof of the holding, at the date
af guch consent, of the Debt Obligations with reapect to which such consent is -
given, the Trustee will make and file with the Authority a written statement that
the Registered Owners of such required percentages of Debt Obligations have filed
such consents. Such written statements will be conclusive that such consents
have been so filed. &t any time thereafter, notice, stating in substance that
the supplemental resolution (which may be referred to az a supplémental
resolution adopted by the Authority-on a stated . date, a copy of which is on file
with the Trustee) has been consented to by the Registered Owners of the reguired
percentages of Debt Obligations and will be effective as provided, will be given
to Registered Owners of Debt Obligationg by the Authority by mailing such notice
to the Registered Owneres of Debt Obligations (but failure to mail such notice
will not prevent such supplemental resclution from becoming effective and binding
as provided in the Resolutions}. Such supplemental resclution making such
amendment or modification will be deemed conclusively binding upon the Authority,
the Fidueciaries and the Eeglstered Ownerg of all Debt Obllgatlons vpon its
executicon and dellvery in accordance with the provisiens of the General
Resolution. .

Modification by Unanimous Consent. The terms and provisicns of the General
Resolution and the rights and obligations of the Authority and of the Registered
Oowners of the Debt Obligations, including the Bonda, may be modified or amended
in any respect upon the adoption and filing by the Authority of a supplemental
resolution and the consent of the Reg;stered Owners of all the Debt Obligations
then Outstanding, .such consent to be. given as provided above, but no guch
modification or amendment may-change or modify-any of the rights or .obligations
of any Fiduciary without the filing with the Trustee of the written assent
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thereto of such Fiduciary in addition to the ccnsent of the Registered Ouner of
Debt Obligations.

DEFAULTS AND REMEDIES

Events of Default. (A) Each of the following events constitutes an "Event
of Default™ with respect to the Bonds:

(1) payment of the principal of or Redemption Price, if any, on any Debt
Cbligation, including a Bond, shall not he made when and as the same shall become
due, whether at maturity or upon call for redemption or otherwise; or . .i1:. 7c¢

T :‘1 T

(2) payment of interest on any of the Debt Obligations, including:th
Bonds, shall not be made when and &s the same shall become due; or T

(3) the Authority shall fail or refuse to comply with the provisions of the
Resolutions or a supplemental resolution, or shall default in the performance or
cbservance of any material covenant, agreement or condition on its part contained
in the Resdlutions or in the bebt Obligations, and such failure, refusal or
default shall continue for a period of thirty (30) days after written notice
thergof by the Trustee or the Registered Owners of not less than 10% in prinecipal
amount of the Outstanding Debt Obligations, except that if the Authority is
taking steps to cure the event and the event is curable within a reasonable
period of time, it shall not bhe an Event of Default.

An Event of Default as described in the preceding paragraph will be deemed
to include any failure to replenish the Series 1994A Debt Service Reserve Account
in accordance with the terms of the Series 199434 Supplemental Regoluticn and any
event of default under the Tax Regulatory Rgreement. Anything in the General
Resoluticn 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 Bondg.

{B) Subject to the provisions of the Resolutions regarding the limited
obligations of the Authority, in the enforcement of any rights and remedies under
the Resolutions, the Trustee will be entitled to sues 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 provisions of the
Resolutions or a supplemental resoluticon or of the Debt Obligations, with
interest on overdue payments at the rate of interest specified in such Debt
obligaticna or otherwise, together with any and all costs and expenges of
collection and of all preceedings thereunder and under =uch Debt Obligations,
without prejudice to any other right and remedy of the Trustee or of the
Registered Owners of such Debt Cbligations, 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 attorney 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 proceedings to enforce the rights of the
Registered Owners of such Debt Obligations, under the Resolutions, the Trustee
will be entitled, as a matter of right, Lo receive payment of the related
Revenues and Recoveries of Principal directly from the Servicer and to enforce
any agreement with the Servicer.

(D) BExcept upon the ocourrence and during the continuance ¢f an Event of
Default under the Resclutions, the Authority expressly reservecs and retaing 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
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the proceeds and collections therefrom, and neither the Trustee, nor any
Registered Owners of Debt Obligations will in any manner be or be deemed o be
an indispensable party to the exercise of any such privilege, claim or smit.

Priority of Payments After Default. In 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 or Redemption Price and
interest then due on the Debt Oblzgatlons, such fund (other 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 cellected by the Truatee, after making prevision for +the payment <of any
expenses necegsary in the opinion of the Trustee to protect the interest of the
Reagistered Owners of the Debt Obligationg, including the Bonda, and for the
paymant of the charges and expenses and liabilities incurred and advances made
by the Trustee or any Paving Agent in the performance of their respective duties
under the Resclutions, shall be applied ags follows:

{i) 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 persons entitled thereto of interest
then duve, and, if the amount available shall not be sufficient to pay in
full, then to the payment therecf ratably, according o the amountes due,
te the persons entitled thereto, without any discriminaticn or preference;

SECOND, to the payment to the persons 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, then to the payment thereof ratably,
according to the amounts of principal or Redemption Price Due on such
date, to the persons entitled thereto, without any digcrimination or
preference; and

THIRD, to be held for,the payment to the persons entitled thereto as
the eame sghall become due, ¢f the principal or Redemption Price of and
interest on the Debt Obligations which may thereafter become due and if
the amounts available shall not be sufficient tc pay in full all the Debt
Obligaticns due on any date, together with such interest, payment shall be
made ratably according to the amount of principal and interest due on such
date to the perscns entitled thereto, withcut any discrimination or
preference except as to any difference in the respective rates of interest
specified in the Pebt Obligations.. :

(b} If the principal of all of the Debt Obligations, including the
Bonds, has become or has been declared due and payable, to the payment of
the principal and interest then due and unpaid upon the Debit 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 Obligatian, ratabily, according to the amounts due respectively
for principal and interest, to the persons entitled thereto without any
discrimination or preference except as to any difference in ‘the respective
ratese of interest BPEleled in the Debt obllgatlons.

Termipation of Proceedings. In case any proceedlngs 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 Obligations, ineluding
the Bonda, 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
rightg under the Résgolutiona, respectively, and all rights, remedies, powers and
duties of the Trustee will continue as though no such proceeding had been taken.

Direction of.Prcceedihgs. The Registered Owners of a majority in aggregate
principal amcunt of the respective Derft Cbligations then Outstanding will have
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the right, at any time, by an instrument or instruments in writing executed and
delivered to the trustee, to direct the method and place of conducting all
proceedings to be taken 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 ncot determine that the action =zo directed would
be unjusetly prejudicial to the Registered Ownere of any Debt Obligations not
taking part in such direction; and (¢) the Trustee may initiate proceedings in
a court of competent Jjurisdiction located in the Etate.

Limitation on Rights of Registered Ownerc. No Registered Owner of any Debt
Obligation, 1including any Bond, will have any right to institute any suit,
action, mandamus or other proceeding in equity or at law under the Rescluticns,
or for the protection or enfarcement of any right under the Resolutions unless
cuch Registered Owner shall have given to the Trustee written notice of the Event
of Default or breach of duty on account of which such suit, action or proceeding
is to be taken, and uniess the Registered Owners of not less than twenty-five
percent (25%) of principal amcount of the Debt Obligations then Qutstanding have
made written request of the Trustee after the right to exercise such powers oxr
right of action, as the case may be, have occurred, and have afforded the Trustee
a reascnable 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 proceading in its name and uwnless, also, there has been offered to the Trustee
reagonable security and indemnity against the costs, expenses and liabilities to
be incurred therein or thereby, and the Trustee has refused or neglected to
comply with such regquest and offer of indemmity, and such regquest 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 Resolutions or for
any other remedy under the General Resolution or by law.

Notice of Bvent of Default. The Trustee shall give to the Registered
Owners of Debt Obligation and each of the Trustee’s agents notice of each Event
of Default under the Resolutions known to the Trustee within thirty (30) days
after actual knowledge of the occurrence thereof, unless such Bvent of Default
shall have been remedied or cured before the giving of such notice; provided,
that, except in the case of default in the payment of the principal of,
Redemption Price, purchase price of, or interest on any of the Debt Obligations,
or in the making of any payment required to be made into the Accounts within the
Student Loan Sinking Fund, the Trustee will be protected in withholding such
notice if and 8o long as 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 Quners of the Debt Obligations. Each such notice of Bvent of Default
will be given by the Trustee by mailing written notice thereof: (i) to all
Registered Owners of Debt Obligations, as the names and addresses of such
Registered Owners appear upon the books for registration and transfer of Debt

Obligations as kept by the Trustee, {il) to such other persons as is reguired by
law. .

RESIGNATION AND REMOVAL OF THE TRUSTEE

Resignation of TIrustee. The Trustee may at any time resign and be
discharged of the duties and obligations created by the Resolutions by giving not
lesg than ninety (90} days’ written motice to the Authority, 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 Resolutiens specifying
the date when such rxesignation 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 guccessor or (ii) no such successor has been appointed in

which event such resignation will take effect immediately upon, but not until,
the acceptance of such successor. '
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Removal of Trustee. The Authority may remove the Trustee at any time,
except during the existence of an Event of Default, for material breach of the
Resolutions or Trust Agreement or willful misconduct by filing with the Trustee
an instrument eigned by an Authoriged Officer. No swoch removal will take effect
until the appointment of and acceptance of such appointment by a auccessor
Trustee in accordance with the Resoluticns.

APPOINTMENT OF SUCCESSOR TRUSTEER

In vase at any Time the Trustee resignsg or is removed or becomes incapable
of acting, or is 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 covenanta and agreea that it will thereupcn appoint a successar
Trustee. : .

Any Trustee-appointed underjthe provieions of the Resolutions in,succession
to the Prustee must be a corporation or a bank holding company, organized under
the laws of the United States or of any state, which is authorized to exercise
trust powers and is subject to supervision or examination by federal or state
authorities, having a capital, surplug and undivided profits aggregating at least
$25,000,000 if there be such a trust company or bank willing and able to accept
the office on reasonable and customary terms and authorized by law to perform all
the duties imposed upon it by the Resclutions and must be an eng;ble lender for
purposez of the Higher BEducaticn hct.

DEFEASANCE; MISCELLANEOUS PROVISIONS

(A) Subject to the provisions of the General Resolution, if the Authority
pays or causes to be paid to the Registered Cwners of particular parity Debt
Obligations the principal and interest, including deferred interest whether or
not then due, to become due thereon, at the times and in the manner stipulated
in the Regolutions, and all obligations of the Authority thereunder with respect
to the fees and expenses of or reimbursement of any Fiduciary have been paid or
otherwise performed or the payment or performance thereof 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 other rights granted by the Resolutions will be discharged and satisfied.
In such event, the Trustee will, upon the request of the Authority, execute and
deliver to the Authority all such instruments as may be desirable to evidence
such diacharge and satisfaction and the Fiduciaries will pay over or deliver to
the Authority all moneys or securities held by them pursuant to the Resolutions
which are not required for the payment of Debt Obligaticns net theretofore
gurrendered for such payment. If the Authority will pay or cause to be paid, or
there is otherwise paid to the Registered Owners of all oOutstanding Debt
Obligations the principal and interéest due or tc become due thereon, at the times
and in the manner stipulated- therein and. in the EResolutions, such Debt
Obligations will ceasé to be entitled to any lien, benefit or security thereunder
and all covenants, agreements and obligations of the-Authority to the Registered
Owners of such Debt Obligations will thereupon cease, termlnate and become void
and be diecharged - and aat;sfled. :

{(B) Debt obllgatlons for the payment of which moneys have been set aside
and are held in trust by the Fiduciaries (through deposit by the Ruthority of
funds for such payment or otherwlse} will, at the maturity thereof, be desmed to
have been paid within the meaning and with the effect expressed in subsection (A)
above. All Debt 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 satisfactory to it, irrevocable instructions to
give notice as provided in the Resolutions, (ii) there has been deposited with
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the Trustee either moneys in an amount which is suwfficient, or Defeasance
Securities the principal of and the interest on which when due will provide
moneys which, together with the moneys, if any, deposited with the Frustee at the
pame time, are sufficient to pay when due the principal or Redemption Price, if
any, of and interest due and to beccome due on the said Debt Obligations on and
prior to the Redemption Date or maturity date thereof, as the case may be, and
(iii) in the event the said Debt Obligations are not by their terms subject to
redemption within the next succeeding sixty (60) days, the Authority has given
the Trustee, in form satisfactory to it, irrevocable instructions to give notice
to the Registered Owners of such said Debt Obligations that the depoait required
by (ii) above has been made with the Trustee and that the said Debt Obligations
are deemed to have been paid in accordance with the General Resolution and
gtating such maturity or Redemption Date upon which moneys are to be available
for the payment of the principal or Redemption 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
principal and interest to maturity on all Outstanding parity Debt Obligations,
or in the case of Debt Obligations in respect of which the Authority has taken
all action necessary to redeem prior to maturity, sufficient to pay the
Redemption Price and interest to such Redemption Date, then at the request ¢f the
Buthority 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 of such Outstanding parity Debt
Obligations.

No Recourse Under Regolution or cp Bonds. Notwithstanding anything to the
contrary contained in the Resolutions, or in any other instrument or document
executed by or on behalf of the Buthority in connection with the issuance of the
Debt Obligations, including the Bonds, no stipulation, covenant, agreement or
obligation contained in the Resolutiong or in guch other instrument or document
will be deemed or construed to be a stipulation, covenant, agreement or
obligation of any present or future trustee, ovfficer, employee or agent of the
Authority in any such person’'s individual capacity. No such pergon, 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 reccurse be had for the
payment of any monies due or feor any claim based thereon or on any such
stipulation, covenant, agreement or obligation, against any such person in their
individual ecapacity, either directly or through the Authority, under any rule of
law or eqguity, statute or constitution or by the enforcement of any assesement
or penalty or otherwise. Reference is made to the Trust Indenture, 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 Obligetions, including the
Bonds, issued under the Resolutions and the interest thereon, will not be an
indebtedness or cbligation of the State, or of any pelitical subdivision thereof
{other than the Authority), or of the trustees of the Authority, and neither the
faith and credit nor the taxing power of the State {or any political subdivision
thereof) are obligated to pay the Debt Obligations, including the Bonds, or the
interest thereon. The Debt Obligations, ineluding the Bonds, are chligations of
the Authority payable solely 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 Toan Revenue Bonds, Series 1994Aa

DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM

Thiz Summary of the guaranteed Federal Family Education Loan Program ag
estab}ished by the Higher BEducation Act does not purport to be comprehensive or
daf;gltive and iz gqualified in its entirety by reference to the Higher Education
hchlnnd the reguiations promulgated thereunder. _

introduction

The following descriptions 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 Consolidation Loan
Program as authorized under Title IV, part B of the Higher Education Aot of 1965,
as amended (the "Higher Education Act")) are qualified in their entirety Iy
reference to the Higher Bducation Act. The Higher Education Act prﬂvig;g‘* or a
brogram of (a) direct federal insurance of student loans and {b) ~Eifisurance of
student _].oans guaranteed or ingured by a state agency or private nonprofit
corporation. Several types of loans are currently azuth¥rized ag "Famil
Et?ucat:.on Loans" pursuant to thisg program. These include: ¥a) loans to studentg
With respect to which the federal government makes intg;-'é'st payments available
to reduce student interest cost during periods of< @nrollment (“"Subsidized

, Stafford Loans"); (b) loans to students with rég i
\ 7 rect to which the™faderal
government doeg not make such inteFest payments ("Unsubsidized Stafford*l.oan;,"
- to e ko 1zed Stafford Loans, "Stafford Loans"); (o) supplemental

o
.
ﬁ%.

yd

/.

loans t§ graduate and professional students and independent undergraduate
studenty and, under certain circumstances, dependent undergraduate students

-~ ("Supplemental Loans to Students* or “SL8 Loans"); ({d) supplemental loans to

parentg of dependent students ("PLUS Loans"); and (e) loans to fund payment and
coneol jdation of certain of the borrower‘s obligations ("Consolidation Loans").

Since its original enactment in 1965, the Higher Education Act has been
n?ﬁa‘ed and reauthorized several times, including by legislation enacted in 1986,
50, 1992 and 1993. There can be no assurance that the Higher Bducation Act or

/Sther 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 lagislation and other measures described under "Legislative and
Administrative Matters" below, or future measures to reduce the federal budget
deficit, may adversely affect these programs.

Legislative 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
provigiong described herein or the effect thereof, The Higher Eduration Act was
amended by enactment ©of the Higher Education 2Amendments of 1986 (the "19865
Amendments”), the general provisions of which took effect on Octobher 17, 1986 and
which extended the prineipal provisions of the FFELP to September 30, 1992 (or
in the case of borrowers who have received loans prior to that date, September
30, 1997). . The Omnibug Budget Reconciliation Act of 1990 (P.L. 101-50B) (the
*1950 Reconciliation Act") also contained major revisions to the Higher Education
Act and the Congressional Budget Act affecting the FFELP. These changes include
the Credit Reform Act of 1950, revisions to the budget processz, and new
restrictions on the eligibility of education institutions in the FFELP. Cn July
23, 1952, the President signed into law P.L. 102-325 (the "Reaunthorization Bill")
that reauthorized the FFELP through October 1, 1998 and made a number of
revisiong thereto., Most recently, on Bugust 10, 1993, the President signed into
law the Student Loan Reform Act of 1993 which further amended the Higher
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Education Act (the "1993 Bmendments") by revising a number of provieicns to the
FFELP and enacted a Federal Direct Student Loan Program and on December 20, 1993,
the President signed into law the Eigher Education Technical Amendments Ast of
1993 (the "1993 Technical Rmendments™) which made further changes to the Higher
Education Act.

Credit Reform. The 1290 Reconciliation act included the Credit Reform Act
uf 1890. Under this legislation, beginning in fiscal year 1992, the budgeted
coat of the FFELP included the present value of the long-term cost to the
government of lcoans reinsured during the fiscal year (excluding administrative
costs and certain incidental costs), regardless of how far into the future the
cogte will be incurred. The cocsta resulting from lean reinsurance commitmente
made prior to fisecal year 1992 will also be reflected in future budgets based con
the years in which they are paid,

Enforcement of Spending Limits. To ensure that revenue levels and ppending
limits established in the 1990 Reconciliation Act are realized during the five-
year period covered by the Higher Education Act, the legislation creates a "pay-
ag=you—-go" process that includes budget sequestration. The legislation divides
o e\,b\tidget into three parts for this purpose-receipts {e.g., tax revenues),
discrationa epending and entitlements. The FFELP is considered an entitlement

for this purpcde.

o

If new entitilement spending would cause the entitlement spending limits of
the 1950 Reconciliatdocn Act to be breached in a fiscal year, the President is
required to order "acditoss-the-board” cute in entitlements to ensure that the
gpending limits are met.” Thus, "new spending in Medicare, for example, could
cause a sequester affecting the FFELP.

. . e
A gequester is ordered within 15 dayas of the end of the Session ok jmmgfgggﬂ_—"

that is underway at the beginning of the fiscal year. If legislation epacted in

the next sessicn of Congress would cause the spending limits to be exceeded, a.

sequester is ordered 15 days after enactment of that legislation, for legiglation ™,

enacted before July 1 of the fiscal year. For legislation enacted after July 1, \\‘xk

the following year’s spending limits are reduced by the amount of the excess
spending created by the new legislation in the ecurrent year,

New entitlement spending caused by economic conditions (e hi h‘“\%k
X g er tHan
projected interest rates) or increased utilization rates dé ngt'viéaate thig
spending ilimits established by the Higher Educaticn Act. Cnly legislative
actions creating new gpending are covered. However, in fiscal years 1994 and

1995, the Presideng is autharized to order a sequester if certain deficit targets
are not met, even if no new entitlement legislatien has been enacted. \

. . A special sequestration rule applicable to the FFELP under prior 1 i
malpt§ined ir the budget procass. See Section 256(c) of the Balancé; Budgei?aig
Deflglt Reduction Act of 1985, 2 U.S.C. § 906{c) (the "1985 Budget Act"). Under
Section 252B of the 1985 Budget Act, as amended, if specified reductions in the
Natlopa} Wocd Act Program, the Special Milk Program and the Vocaticnal
Rehabll:.ta't‘::.on Program fail to achieve the required savings, the special
sequestration rule for the FFELP applies., Under this special rule, any
Guarantqed Student Loan made in the fiscal year for which sequeestration ig in
effect is subject to a reduced gpecial allowance rate based on the 91=day
Treasury bill rate plus 3% for the first four calendar years that the loan is

outstanding and, for a Stafford Loan, the . - n
increased by .5%. » the borrower‘s loan origination fee is

Thus, no agsurance can be given that se estration will
not ha
effect on the FFELP in future years. o Ve an adverse

Eligibility Requirements for FEducational Instituti

; " ons, The 1990
Reconc}liatipn Act mgde major changes in the provisions granting eligibility to
educat_mr.xal :.nst:.tut:.:::nfa (each a "Lender") to participate in the FFELP. The 1950
Reconciliation Act eliminated eligibility for any institution with a default rate
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over 35%, with the exception of historlcally black colleges, certain tribally
controlled.communlty celleges and.other schools that can demenstrate "exceptional
mitigating circumstances" to the satisfaction of the Secretary. In addition, the
1990 Reconciliation Act extended a riéquirement 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 FFELF many new
loans with a high probability of default. In addition, the Reauthorization Bill
lowered the default rate trigger for disqualifying schools to 26% beginning in
fiscal year 1994, further reducing the risk of default in the program.

: f : ! Reauthorization of the Higher Education Act; Financial Status of Guarantee
: gencles. The Reauthorization Bill amended and reauthcrized the ngher'EducatLon
Act effective through October 1, 1998. Included in the Reauthorization Bill is
a prov;aion that would require 'esach Guarantee Agency to maintain a current
minimum reserve level of at least .5% of the total attributable amcunt of all
outstanding loans guaranteed by the Guarantes Agency for the federal fiscal year
that begins in 1993. For purposes of the .5% determination, the total
attributable amount of all outstanding loans guaranteed by the Guarantee Agency
will not include amounts of outstanding loans 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
fisecal years beginning in 1994 and 1995, respectively, and 1l.1% for federal
figral years baginning in figecal year 1996 and thereafteor. 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 reguired minimum for any twe consecutive years, (ii) the
Guarantee Agency’s federal reimbursement payments are reduced to BO% or (iii) the
Secretary determines that the adminjistrative or financial condition of a
Guarantee Agency Jeopardizes such Guarantee Agency’s ability to perform its
responsiblilities, 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 to imprcve
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 guarantees to ancther
Guarantee Agency or to the Secretary.for the payment by the Secretary of any
claims with respect thereto. If the Secretary has determined that a Guarantee
Agency is unable to meet its insurance cobligations, the holder of loans insured
by the Guarantee Agency may submit insurance claims directly to the Secretary and
the Secretary will pay to the holder the full insurance obligation of the
Guarantee Agency, in accordance with insurance requirements no more stringent
than those of the Guarantee Agency. Such arrangements will continue until the
Secretary is satisfied that the insurance okligations have been transferred to
another Guarantee Rgency who can meet those obligations or a successor will
assume the outstanding insurance obligations. There can be no assurance,
however, that the Secretary will ever make such a determination or will do so in
& timely manner. The Reauthorization Bill alsc provides that the Secretary is
autheorized, on terms and conditions satisfactory to the Secretary, to make
advances to a Guarantee Agency in order to assist the Guarantee Agency in meeting
its immediate cash needs and to ensure uninterrupted payment of default claims
by lenders.

Federal Direct Student Loan Program. Commencing in academic year
199471995, the 1993 Amendments initiated a Federzl 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 agreementes with institutions of higher education such that
new federal student loan volume under the FDSLP and FFELP programs ccmbined
{excluding Consolidation Loans) would be comprlsed of FDSLP loans to the extent
of 5% in academic year 1994/1995, to 40% in 1995/1996, 50% in 1996/1997, 50% in
1997/1998 and &0% for the academic year beginning in 1998. The Secretary may
exceed the goals established 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
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the eligibility requirements, Generally, student loans made under the FDSLP will
have parallel terms and conditions, benefits and amounts as the Stafford Loans,
Pluz Loans and Unsubsidized Stafford Loans described below. The FDSLP will
provide a variety of flexible repayment plans, including executed, graduated and
income contingent plana, forbearance of payments during periods of national
service and congeolidation of FDSLP loans with FFELP loans.

Ripk Sharing Provisiopns. Under the 1993 Amendments, effective for FFELP
loans disbursed after October 1, 1993, (i} the federal reingurance paid to
Cuarantee Agencies will be reduced from 100%, 90% and 80% for claimas rates of D%=-
E%, 5%-9% and greater than 5%, respectively, to 98%, 88% and 78%, respectively
and {ii) guaranty payments from Guarantee Agencies will be reduced from 100%-to
58%, Effective October 1, 19%4, states in which there are institutions with a
cohort default rate exceeding 20% will be reguired to pay to the Secretary a fee
equal to 12.5% of 211 new loan volume attributable to all institutions in that
state for fiscal year 1995 (increased to 20% for fiscal year 1996 and 50% for
fiscal years 1997 and thereafter) multiplied by the quotient resulting from
dividing the amouni by which the cohort default rates for all of the state’s
institutions exceeds 20% by the total amount of loan volume attributable to
current and former students of institutions in the gtate entering into repayment
for the period used to caleculate the cohort default rate.

Guarantee Agency and Lender Provisions. In additicn to the changes
discussed under "Risk Sharing Provisicns" above, the 1993 RBmendments include
certain other amendments affecting Guarantee Agencies and Lenders. Moat notably,
the Secretary was granted authcrity to recover and restrict the use of reserve
funde 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 completa reliance on the FOSLPF to do so. These and
other amendments could adversely affect the ability of a Guarantee Agency to
remain solvent., 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 awthorizing the Secretary
to terminate a Guarantee Agency’s reinsurance agreement 1f the Secretary
determines such action is necessary to protect federal fiscal interests or ensure
an orderly transition to full implementation of the FDSLP. The Administrative
Cost Allowance ("ACA") wasg eliminated; however legislative history suggesta that
Congress intended that Cuarantee Agencies will continue to receive a 1% ACA and
the Secretary has confirmed that he will pay a 1% ACA to Guarantee Agencies in
fiscal year 1954. For Stafford Loans disbursed con or after July 1, 1995, the
Lender yield on student loans during inm-school, grace and deferment periods is
reduced from the 91-day Treasury bill rate plueg 3.1% to 91-day Treasury bill rate
Plues 2.5% (not to exceed 8.25%). Lenders will also be reguired to pay a 1.05%
annual fee to the Secretary on the prineipal plus accrued but unpaid interest of
all Consolidation Loans made on or after October 1, 1993 and such loans bear
interest at the 91-day Treasury bill rate plus 2.1% with no floor applicable.
Alao effective for 'student loans first disbursed after October 1, 1993, Lenders
will be assessged an up-front, userforigination fee equal to .5% of the prlnclpal
amount of the student loan.

Servicer Provigions and Third-Party Servicer Regulations. The
Reauthorization Bill authorized the Secretary to regulate servicers, including
the regulation of their finencial responsibility. On April 29, 1994, final
reqgulations were published in the Federal Register by the Secretary amending the
Student Asgistance General Provisions and FFELP regulations. These regulations,
among other thinga, establish requirements governing contracts between
ingtitutions and third-party servicers, strengthen sanctions againgt institutions
for violations of the program requirements of the Higher Education Act, estahlish
similar sanctions for +third-party servicers and establish standards of
administrative and financial responsibility for third-party gervicers that

administer any aspect of a Guaranty RAgency’s or Lender’s participation in the
FFELP.



Eligibility 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
Paymente") to eligible lenders with respect to certain eligible $tafford Leans,
and (iii) speecial allowanece payments ("Speeial Allowance Payments™) representing
an additional subsidy paid by the Secretary to such holders of eligible
Guaranteed Student Loans.

- Stafford Loang are eligible for reinsurance under the Higher Education Act
Lfsthe eliglble student to whom the loans are made has been accepted or is
enrolded in good standing at an eligible institution of higher education or
vogational school and is carrying at least one~half the normal full-time workload
at that institution. In conmection with eligible Stafford Loans there are limits
as to the maximum amount which may be borrowed for an academic year and in the
agygregate for both undergraduate and graduate/professzional study. Both aggregate
limitations exclude leans made under the Supplemental Leoans for Students and PLUS
Programs. The Secretary has discretion te raise these limits to accommodate
studente undertaking specialized training requiring exceptionally high costs of
education.

Subject to these limits, Stafford Loans are available to borrowers in
amounta not exceeding their unmet need for financing and determined and provided
in the Higher BEducation Act. Provisions addressing the implementation of needs
analysis and the relationsghip between vnmet need for financing and the
availability of Stafford Loan program funding have been the subject of frequent
and extensive amendments in recent vears. There ¢an be no assurance that further
amendment to such provisions will not materially affect the availability of
Stafford Loan funding to borrowers or the availability of Stafford Leans for
secondary market acguisition. As used in this summary, a new borrower is an
individual who has no outstanding balance due upon prior loans 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 (1) has been accepted for enroliment or iz enrolled and is maintaining
satisfactory progregg at an eligible institution, (ii) is carrying at least cne-
half of the normal full-time academic workload for the "course of study the
student is pursuing, as deteérmined by such institution, (iii) has agreed to
noctify promptly the holder of the loan of any address change, {iv) meets the
applicable "needs" reguirements and (v) if such person is an undergraduate
enrolied in an institution partiecipating in the Pell Grant Program, then such
person’s eligibility or ineligibility for the Pell Grant Program must have besen
determined. Eligible institutions include higher educational institutions and
vocational schools that comply with certain federal regulations. EBach loan is

to be evidenced by an unsecured note. .

o

Principal and Interest. Stafford loans may bear interest at a rate not in
exceas of 7% per annum if made to a borrower to cover costsg of instruction for
any period beginning prior to January 1, 1981 or, subseguent to zuch date, if
made to a borrower who, upon entering into a note for a loan, has outstanding
gtudent loans under the FFELP for which the interest rate does not exceed 7%.
Stafford Loans made for periods of instruction between January 1, 1981 and
September 13, 1983 bear interest at a rate of 9% per annum, and for periods of
instruection beginning on or after September 13, 1983, the rate is B% per annum.

-

R
o
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Purther, lecans to first time borrowers for pericds of enrcllment beginning cn or.. —~~

after July 1, 1988 bear interest at rates of 8% per annum from disbursement
through four yvears after repayment commences and 10% per annum thereafter,
subject to a provision requiring annual discharge of principal or rebate to the
borrower to the extent that the sum of guarterly calculations of the amount by
which interest calculated upon the latter rate (10%) exceeds the amounkt which
would result from application of a rate equivalent to the 91-day Treasury bill
rate plus 3.25%. However, under the 1993 Technical Amendments, lenders must
convert all loans subject to this provision to a variable rate equal to the 91—
day Treasury bill rate plus 3.25% or, in the case of a loan made t¢ a borrower
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with outstanding student loans under the FFELP after Octoker 1, 1893, the 91l-day
Treagury bill rate plus 3.1%, such conversion to take place before Jamuary 1,
1995, The converted loans will not thereafter be subject to the rebate
requirements.

L Under the Reauthorization Bill, Stafford Loang to new borrowers made on or
after Octcocber 1, 1992 bear interest at a variable rate adjusted annually based
an the most recent bond eguivalent rate of the 91-day Treasury bill rate plus
3.1%., The 1993 Amendments made certain changes to the interest rates on student
loang to be originated in the future. The interest rates on Subgidized Stafford
Loans made to new borrowers as of July 1, 1994 will be the 91-day T-bill rate
plus 3.1%, not to exceed 8.25%. The interest rates on these programs for loans
made on or after July 1, 1935 prior to repayment and during any grace period will
be the 921-day T-bill plus 2.5%, not teo exceed 8.25%. The interest rate on
Subsidized stafford Loans and Unsubsidized stafford Loans made on or after July
1, 1998 will be the bond equivalent rate of the security with a comparable
maturity as established by the Secretary plus 1.0%, not to exceed B8.25%. 1In
addition, new loans made to borrowers with cutstanding Guaranteed Student Loans
effectively bear interest to the lenders at the same rate, rsubject to conversion
to a variazble rate prior to January 1, 1595 as described above.

Disbursement Reguirements. The Higher Education Act now reguires 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 undergraduate
first-year student borrowing for the first time under the program must be
delivered to the student no earlier than thirty days after the enrcllment period
begin=s. Under the Reauthorization Bill, the annual Stafford limit for first vear
gtudents is $2,625 (except that lower limits apply to certain short—term courses
of study) but increases to §3,500 for second vear 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 undergradvates and $65,500 for graduate and
professional students. Under the prior law, since January 1, 1987,
undergraduates could borrow under the stafford program up to $2,625 annually
through the completion of the second year of instruction and 354,000 annually
thereafter. Undergraduate aggregate Stafford loan limits were set at $17,250.
Graduate or profegsional students could borrow up to $7,500 annuzally, subject to

— an aggregate limit of $54,750, inclusive of leoans for undergraduate study.

Repayment. Repaynent of principal on a Stafford Loan does not commence
while a student remains a qualified student, but generally begins upon expiration
of the applicable Grace Period, as described below. Such Grace Periods may be
waived by borrowers. In general, each such loan must be scheduled for repayment

qh\ over a period of not more than ten years after the commencement of repayment.
The Higher Education Act currently reguires wminimum annual payments of $600
* including pr;nc;pal and interest, unless the borrower and the lender agree to
leszer payments;z in instances in which a borrower and spouse both have such loans
outstanding, the total of combined payments for such a couple may not be less
than $600 per year. No penalties may be charged for early repayment.

Grace Pericd, Deferment Periods, Forbearance. Repayment of principal of
an insured student loan must generally commence following a periocd of (i) not
less than nine months or more than 12 months (with respect te 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 ‘applicabhle interest rate is in excess of 7% per
anmum and for loans to first time borrowers on or after July 1, 1988) after the
“student borrower ceases to pursue at least a half-time course of study (a "Grace
Period"). However, during certain other pericds and subject %o certain
conditione, no principal repayments need be made, including periocds when the
student has returned to an eligible educaticnal 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 Forcea 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 alsgo allow pericds of forbearance during
which the borrower may defer principal payments because of temporary financial
hardship. The Reaunthorization Bill simplified the deferment categories for new
loans and expanded the opportunities for students to obtain forbearance from
Lenders due to temporary financial hardship.

Interast Subsidy Payments

Interest Subsidy'Pa'genta are interest payments paid during certain pericds
by the Secretary with respect to Stafford Loans which meet certain regquirements.
With respect to loans for which the eligible institution has completed its
portion of the loan application after September 30, 1981, Interest Subsidy
Payments are available only if certain income and need criteria are met by the
borrower. Interest Subsidy Payments will be paid (i) during a period in which
the borrower is enrolled’ at least half-time in an eligible institution, (ii)
during a six-month grace period pending commencement of repayment of the loans,
{1ii) during certain deferment periods, 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 regquired to resume.

The Secretary makes Interest Subsidy Payments quarterly on behalf of the
borrower to the holder of the loan in an amount egual to the interest accruing
on the unpaid principal amcunt of the lean during the applicable pericd. The
Higher BEducation Act provides that the holder of a loan meeting the specified
eriteria has a contractual right, as against the United States, to receive
Interest Subsidy Payments from the Secretary. Receipt of Interest Subsidy
Payments is conditioned on the eligibiljity of the loan for insurance or
rainsurance benefits. Such eligibility may be lost, if the requirements of the
federal government and the guarantor relating to the servicing and collection of
the loans 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
31t 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 to certain conditions, for
Special Allecwance Payments to be made gquarterly by the Secretary to owners of
qualifying Stafford Loans, PLUS Loans and SLS Loans.

The rate of Special Allowance Payments for a particular loan is dependent
on a number of factors including when the loan was disbursed and for what pericd
of enrollment the loan covers casts. 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 9l-day Treasury billa 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 kill plus 3.1% for loans made on or after
Octecber 1, 1992, except that, under the 1993 Amendments, Stafford Leoans made on
or after July 1, 1995 qualify for Special Allawance Payments based on the 91l-day
Treasury bill rate plus 2.5% while the borrower is in in-school, grace cor
deferment status. In the case of certain loans made or purchased with funds
obtained from the issuance of tax-exempt obligations originally issued prior to
October 1, 1993, the Special Allowance Payments are reduced by approximately one-
half, but not less than certain minimums provided in the Higher Bducation Act.
These minimum Special Allowance Payment rates effectively insure an overall
minimum return of 9.5% on guch Stafford Loans. However, leoans acquired with the
proveeds of tax—exempt obligations originally issued after September 30, 1993,
will no 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 fer
Special Allowance Payment rates for PLUS Leans and SLS Loans is similar to that
for the Subsidized Stafford Loans except that no such payments are made until the
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rate on the PLUS Loan or SLS Toan exceeds a certain rate per annum according to
the type of loan and based on when the loan was £irst dishursed. In order to be
eligible for Special Allowance Paymentsz, the rate on PLUS Loans first disbursed
on or after October 1, 1592 must axceed 10% and for SLS Loans first disbursed on
or after October 1, 1992 the rate must exceed 11%. The rate of Special Allowance
Payments for Subsidized Stafford Loans first disbursed on or after October 1,
1992 ig based on the bond equivalent 91-day T-bill Rate plus 3.10%. The Special
Allowance Payment rates applicable to Consolidation Loans are determined in the
game manner as Subsidized Stafford Loans made on or 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 pf
certain federal budget deficit reduction measures. oo
riry
The Higher Bducation Act prowvides that a holder of a qualifying loan who
ig 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 Allowance Payments, however, ig
conditioned on the eligibility cf the loan for federal insurance or reinsurance
benefits. Such eligibility may be lost due to violations of the federal or
guarantor regulations specifying servicing and collection of the loan in the
event of delingueney. 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 reguest therefor, +the Secretary must pay
interest on the amounts due beginning on the 3lst day at the Special Allowance
Payment rate plus the rate of interest applicable to the affected loans.

Unsubsidized Stafford YLoan Program

Under the Reaunthorization Bill, a new type of Stafford Loan was created for
students who do not qualify for the full subsidized stafford Loan after
application of the need analysis methodology. Such students are entitled to
borraow the difference between the Btafford Loan maximum and their Stafford
eligibility through the new program. The new unsubsidized staffard Loan is
gubstantially identical to other 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 19380 amendments to the Higher Education Act, Congress established
a program to provide loans to parents of dependent undergraduzte students. Leans
under this program are designated "PLUS Loans." The 1981 amendments to the
Higher Education Act revised and expanded the initial program to also provide
loans to graduate and professicnal students and independent undergraduate
students. Loans under this program are designated "SLS Loans." The bhasic
provigions applicable to PLUS and SLS Loans are similar to those of Stafford
Loans with respect to the involvement of guaranty agencieg and the Secretary in
providing federal insurance on the locans. . However, PLUS and SLS Loans differ
significantly from Stafford Loans, partlcularly because federal Interest Subsidy

Payments are not available under the PLUS and 3LS programs and Special Allowance
Paymentes are more restricted.

PLUS Loang and SLS Loans disbursed prior to July 1, 1993 and after October
17, 1926 are limited to 54,000 per academic year (except for SLS Loans for
attendance at certain apecified short-term courses of study in which case the
limit is lower) with a maximum aggregate amount of $20,000. PLUS and SLS Loans
are aleo limited, generally, to the cost of attendance minus other financial aid
for which the student ia eligible. A determination of a student’s eligibility
for the Pell Grant and the Stafford Loan Program iz a condition of the student’s
receipt of a SLS Loan. Under the Reauthorization Bill, there are no annuzl or
aggregate limits applicable to PLUS loans, except that parents continue to be
prohibited from.borrow;ng amounts in excess of the student’s cost of attendance.
SLS Loan limits remain constant for first year and second vear students, but
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increase to $5,000 for third and fourth year students, and to $10,000 for
graduate and professicnal studente. Aggregate limits increase to $23,000 for
undergraduate studentg and $73,000 for graduate and professional studente.

The applicable interest rate on PLUS Loans depends upon the date of
issuance of the loan and the period of enrollment for which the lean is to apply.
For PLUS Loang issued on or after October 1,1981, hut for periods of educaticnal
enrollment beginning prior to July 1, 1987, the applicable rate of interest is
either 12% or 14% per annum. B varilable interest rate applies to PLUS and SLS
Loans made and dishursed on or after July 1, 1987 or made to refinance PLUS Loans
pursifant to the Higher Education Ret. This rate is determined on the basis of
any 12-month period beginning on July 1 and ending on the following June 30, such
that the rate will be the bond equivalent rate of 52~week Treasury- bills
auctioned at the final auction held prior to the June 1 preceding the applicable
12-month period, plus 2.25%, with a maximum rate of 12% per annum. Special
Allowance Payments are available on variable rate PLUS and SLS Loans only if the
raté determined hy the formula above exceeds 12%. Under the Reauthorization
Bill, PLUS loans carry a variable interest rate based on the pond equivalent rate
¢f the %2-week Treasury bill rate plus 3.1%, capped at 10%, for leoans first
disbursed on or after Octcker 1, 1992, which cap has kbeen further reduced by the
1593 Amendments to 9% for such loans disbursed on or after July 1, 19%4. For
PLUS Loans disbureged on or after July 1, 1998 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 carry the same interest rate but are capped at 1ll%. Special
Allowance Payments are available if the interest rate caleulated under the new
formula would exceed the applicable cap. Commrencing July 1, 1994, however, the
SLS Loan program will be merged into the unsubgidized Stafford Loan program with
annual loan limits in the merged pregram egqual to the combined limits of the two
programs prior to the merger. See "Spec;al Allowance Payments" herein.

Repayment of principal of PLUS and SLS Loans is required to commence no
later than 60 days after the date of disbursement of such lcan, subject to
certain deferral provisions. The deferral provisione which apply are more
limited than thoese which apply to Stafford Loans. Interest subsidy Payments are
not available for such deferments, however, the Higher Education Bet provides an
opportunity for the capitalization of interest during such pericds upon the
agreement of the Lender and borrower. The appl;cable annual loan limit is not
violated by any decimion to capitalize lnterest

A borrewer may refinance all 'outstandzng“ PLUS -Lbans' under a single
repayment schedule for principal apd interest, with a new repayment pericd
calculated from the date of repayment of the most recent included loan. The
interest rate of such a combined PLUS Loan is the weighted average of the rates
of all lcans 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 toc obtain the variable
interest rate available on PLUS Loans on and after July 1, 1987. If a lender is
unwilling to reissue the original PLUS Loan, the borrower may obtain a lsan from
another lender for the purpose of discharging the loan and obtaining a variable
interest rate. Substantially didentical combzned repayment and refinancing
options are also available for SLS Loans..

Consolidation Loans

Under the 1986 Amendmenta, chgresa establ;shed a program to provide leoans
to eligible borrowers for consolidating their student loans. The Reauthorization
Bill and the 1$93 Amendmentg amended certain provigions of the Congolidatiorn Loan
program. Under the program, an eligible horrower means a borrower with an
outetanding indebtedness of at leagst $7,500, who is in repayment status or in a
grace pericd preceding repayment, or is a delinquent or defaulted borrower who
will reenter repayment through loan consolidation. . The §7,500 threshold is
eliminated for loans consolidated on or after July 1, 1994. The loans under this
program are designated “"Consolidation Loans."” Under this program, 2 lender will
make a Consolidation Loan to an eligible borrower at the reguest of the borrower
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if the lender holds an cutstanding loan of the borrower or the borrower certifies
that he has been unable to obtain a Consolidation Loan from the holders of the
cutgtanding loans of the borrower.

Consolidation Loans bear an interest rate equal to the weighted average of
the interest rates on the loans consolidated, rounded tc the nearest whole
percent; for leoans consolidated prior to July 1, 19%4 such rate will not be less
than nine percent per annum. The repayment schedules for Consolidation Loans
will not exceed: 12 years for loans greater than or egual to $7,500, but less
than $10,000; 15 years for loans greater than or equal to 510,000, but less than
§20,000; 20 years for loans greater than or egqual te $20,000, but less’ than
$40,000; 25 years for loans greater than or egual to $40,000, but less’ than
$60,000; and not more than 30 years for loans in excess cof $60,000. Effective
July 1, 1994, consolidation Leoans for less than $57,500 will have a repayment
schedule of not more than 10 yeare. Repayment must commence within 60 days after
all holders have dizcharged the liability of the borrower on the loans selected
for consolidation. Effective for Consolidation Loan applications received by
lenders on or after August 10, 1983, the Secretary will no longer make Interest
Subsidy Payments on Consolidation Loans otheyx than these leans which consolidate
only Subgidized Stafford Loang.

Education Loans Generally Not
Subject to Discharge in Bankruptey

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

(&) A discharge under Section 727, 1141, 1228(a), 1228(b), or 1328(b) of
this title does not discharge an individual 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 nonprafit institution, or for
an obligation to repay funds received as an educational benefit,
gcholarship or stipend unlegg —-—

(R) such loan, benefit, scholarship or stipend overpayment
firat hecame due before seven years {exclusive of any applicable
suspension of the repayment period) before the date of the filing of
+the petition; or

(B) excepting such debt from discharge under this paragraph
will impose an undue hardship on the debtor and the debtor‘s
dependents.

The 1990 Budget Reconciliation Act included language (Publication 1101-508)
amending the Bankruptcy Code to elarify the nondischargeability of educational
loans under Chapter 13 bankruptcy filings. The legislative intent behind the
nondischargeable status of educational loans iz twofold: first, to prevent abuse
and fraud by student borrowers in declaring bankruptey immediately after
completion af school, but befere accumulation of any attachable assets; and
second, a8 a public peolicy issue %o encourage and ensure the continued
availability of credit and funding for educational borrowing.

Guarantee and Reimbursement

The original prinecipal amount of loans guaranteed by a guaranty agency
which are in repayment for purposes of computing reimbursement payments to a
guaranty agency means the original principal amount of all loans guaranteed by
a guaranty agency less: (a) guarantee paymentse on such leans; (b)) the ariginal
principal amount of such loans that have been fully repaid; and (¢) the original
amount of such loans for which the first principal installment payment has not
become due.
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The Secretary may withhold reimbursement payments if a guaranty agency
makes a material misrepresentation or fails to comply with the terms of its
agreements with the Secretary or applicable federal law. A supplemental guaranty
agreement is subject toc annual renegotiation and to termination for cause ky the
Secretary. The Authority has no knowledge that any aforementicned supplemental
guaranty agreement will not be renegotiated on the same terms as are currently
in effect.

Each guaranty agency (or any other holder of a loan) is required to
exercipe due care and diligence in the servicing of the loan and to utilize
practices which are at least ag extensive and forceful as those utilized by
financial institutione in the collection aof other consumer loans. Due diligence
failures by a guaranty agency may result in the disallowance of federal
reimbursement payments with respect to the loans which were the subject of such
failures, If a guaranty agency has probable cause to believe that the heolder has
made misrepresentations cor failed to comply with the terms of its agreement for
guarantee, the guaranty agency may take reasonable action including withholding
payments or requiring reimbursement of funds. The guaranty agency may also
terminate the agreement for cause upon notice and hearing.

Pursuant to most typical agreements for guarantee between a guaranty agency
and the originator of the loan, any eligible holder of a loan insured by such a
guaranty agency is entitled to reimbursement from such guaranty agency for 100%
(oxr, for claims resulting other than from the death, bankruptey or teotal and
permanent disability of the borrower made on or after October 1, 1993, 98%) of
any proven loss incurred by the holder of the loan resulting from default, death,
permanent and total disability or discharge in bankruptcy of the student
borrower. Guaranty agencies generally deem default to mean a studentfs failure
to make an inatallment payment when due or to comply with other terms of a note
or agreement under circumatances in which the holder of the loang may reasconably
conclude that the student no longer intends tc honor the repayment obligation and
for which the failure persists for 180 days in the case of a loan payable in
menthly installmentes or for 240 days in the case of a loan payable in less
frequent installments. When a loan becomes 60 days past due, the holder is
permitted to request preclaims aseistance from the applicable guaranty agency in
order to attempt to cure the delinguency. When a loan becomes 150 days past due,
the holder is regquired to make a final demand for payment of the loan by the
student and to submit a claim for reimbursement te the applicable guaranty
agency. The holder is required to continue collecticon efforts until the loan is
180 days past due. At the time of payment of insurance beneflts, the holder must
assign to the applicable guaranty agency all rights accruing to the holder under
the note evidencing the loan. The Higher Education Act prohibits a guaranty
agency from filing a c¢laim for reimbursement with reapect to losses prior to 270
daye after the loan becomes delinquent with respect to any instaliment 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 required to discharge the borrower’s liability on the loan by
repaying the amount owed.
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oOklahoma Student Loan Authority
Student Loan Revenue Bonds, Series 1894A

THE STATE GUARANTEE AGENCY
DESCRIPTIVE, STATISTICAL AND FINANCIAL STATEMENT TRFORMATION -

The following information concerning the State Guarantee Agency not
otherwise attributed to another source has been ocbhtained from the State
Guarantee Agency for inclusion herein. The information contained in
such material is mot guaranteed as to accuracy or completeness by the
Authority, Bond ¢counsel or the tnderwriter, and is not to be construed
as a representation by any of those persoms.  Neither the Authority,
Bond Counsel or the Underwriter have independently verified this
information and no representation is made by any of those persons as
to the accuracy or adequacy of such information or as to the absence
of material adverse changes in such information snbgequent to the date
thereof.

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

The Oklahoma Guaranteed sStudent Loan Proﬁram

The oOklahoma Guaranteed student Loan Program ("OGSLP"), as herein referred
to, is the Federal Family Education Loan ("FFEL") Program conducted by the oklahoma
student Loan Authority (the *Autheority") and mmmerous other lenders making
guaranteed education loans in Oklahoma under the guidelines of the Oklahoma State
Regents for Higher Education (the "Regenta"), acting aa the *stats CGuarantee

Agency".

The Regents administer and utilize the student Educaticnal Assistance Fund
(the "Guarantee Fund") established in the Oklahoma State Treagzury by Title 70
oklahoma Statutes 1991, Sections 622 and 623, as amended, 1o guarantee education
lovans made by ellglble lenders, 1nclud1ng the anthority, to applicants who attend
approved universities, colleges, vocaticnal educatjon or trade schools. The State
Guarantee Agency and the Guarantee Fund are reinsured, and guarantee claims paid
are reiwmbursed from 78% to 100% of the amount paid, subjegt to certain conditions,
by the secretary (the “secretary") of the u.s. Department of Education (the “USDE")
under the Higher Education Act of 1965, as amended (the "Higher Education Act”).

OGSLP has been in operaticn in oOklahcoma since November 1965. Except for
the Authority, eligible lenders have primarily consisted of banks, savings and
loan assoeciations and credit unions. BAs of september 30, 19%4, lcans 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 millicn aggregate principal smount was outstanding. The Guarantee Fund
balance (cash basis) at that date was $11,223,116 orx, 1.14% of the guaranteed
principal amount outstanding. :

Guarantee and Reinsurance of Loans

As of September 30, 1994, approximately 98.6% of the FFEL Program lecans held
by the Authority were guaranteed by the Regents acting as the Stzte Guarantee
Agency. Pureguant to that certain Agreewment to Endorse Loans dated oOctober 3, 1934
by and between the Regents and the Authority, the Authority is entitled to payment
frem the State Guarantee Agency for 100% (98% for loans first disbursed after
october 1, 1993 except for Lender of Last Resort loans) of any proven losa incurred
by the Authorlty reaulting from defaunlt, and for 100% of any proven loas resulting
from death, permanent and total disability or discharge in bankruptcy of the
borrower. TUnder the Higher Education Act, a guarantor deems defatlt to mean the
borrower’d failure to make an installment payment when due or to comply with c¢ther -
terms of a note or agreement vnder circumstances in which the holder, such as the
Authority, may reasonably conclude that the borrower no lenger intends to honor the
repayment obligation and in which the failure persists for 180 days. When a loan




becomes 151-180 days past due, the holder is reguired to make a final demand for
payment of the lcan by the borrower and to submit a claim for reimbursement within
30 days thersafter to the guarantor. The holder, such as the Authority, ie
regquired to continue collection efforts until the lean is 180 days past due. At the
time of payment of insurance benefits, the holder, such as the Authority, must
assign to such guaranter all rights accruing to the helder under the nctes
evidencing the loan.

The guarantee obligations of the state Guarantee Agency are reinsured by the
Secretary. Pursuant to the Highexr Education Act, the Regents, acting as the State
Guarantee Agency, entered into an Agresment for Federal Reinsurance of Loanhs
Pursuant to Section 428{c) of the Higher Educaticn Act of 1965, as amended (the
"Federal Reinsurance Agreement”) with the Secretary, dated october 20, 1977, as
amended, and a Supplemental Guarantee Agreement for Federal Reinsurance of Loans
(the rsupplemental Guarantee Agreement®) with the Secretary dated May 4, 1984, as
amended, pertaining to the Secretary’s reimbursement to the sState 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 loans
guaranteed by the Regents. The supplemental cGuarantee Agreement is snbject to
annual renegotiztion and to termination for cause by the Secretary.

The State Regents ¥or Higher Education

The Regents, acting as the s5tate «Guarantes 2Agency, operate OGSLP and

adminigter the Guarantee Fund. The Regents were established pursuant to article
XIIX-a, oklahoma congtitution, Sections 1 through 4 adopted in 1941 as a nine
member governing board. 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
of office of the Regents is nine years. The terms are overlapping. Regents serve
until their successora are appointed and gualified. The present members and
officers of the Regents, and their principal occupations are as follows:

Term Principal
Hame cffice Expiraticn Occupation
Ed L. Calhoon, M.D. Chairman May 19%5 Physician; Beaver, OK
Frederick W. MccCann Vice chairman May 1999 Attorney; oklahoma
city, OR
Anne Hodges Morgan secretary May 1987 Author and
Conaultant;
Norman, CK
Robert L. McCormick* Assistant May 2000 President, sStillwater
Secratary National Bank:
stillwater, OK
James E. Barnes Membey May 1996 chairman and

President, MAPCO,
Inc.; T™Milsa, OK
Glenn A. cCox Member May 1998 Retired chief Exec.
officer, Phillips
Petrolenm Co.:
Bartlesville, OK

John Massey* Membor May 2001 Chairman, Durant Bank
and Trust Co.;
Durant, OK
#8ill W. Burgess Member May 2002 attorney, Burgess Law
Firm; Lawton, OK
Leonard Raton Member May 2003 Finaneial consultant;
: Tulsa, OR

Source: The Regents

*Stillwater National Bank and Durant Bank and Trust Company are eligible lenders
participating in the OGSLP.

The Regents are tke governing board for the unified system known as The
Oklahoma state System of Higher Education (the "Higher Education gystem") which
was created by Article XIiI-A, o¢klahoma Congtitution, Secticn 1 in 1941, The
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Higher Education System consists of all institutions of higher education in the
State supported wholly or in part by legislative appreopriations, and is presently
composed of: (1) two Comprehensive Universities and their nine constituent
agencies; (il) ten regionzl and senior state Universities; and (iii) 13 two year
Colleges. '

In additicon teo operating OGSLF and administering the Guarantee Fund, the
responsibilities of the Regents include: (i) determining functicns and courses of
study for each educaztional institution; (il) prescribing standards of higher
education applicable at each lnstltutlon, (iiiy granting degrees and other forms

of*Eddademic recognition for completion of prescribed courses of study at
lﬁsiltutlcns- (iv) recommending to the State Legislature the budget needs of
ingtitations; and (v} recommending to the state Legislature proposed student fees
at''dll institutions and subseguently prescribing and coordinating fees within
limits set hy the sState Legislature. In addition, the Regents approve educational
programs and degrees for private institutions of higher education and accredited
ipstitutions in the State pursuant to the ceoordinating author;zatlon of the
oklahema Constitution.

Pursuant to Article XITI-a, Oklahoma Constitution, Section 3, appropriations
made by the State Legislature for all institutions that are a part ¢f the Higher
Education System are made in consolidated form without reference to any particular
institution. 7The Regents allocate the appropriation teo each institution according
to its needs and functicns. For the Fiscal Year ended June 30, 19394, the higher
educztion appropriation was approximately $556.4 million, and the Regents’® total
budget was approximately 5853.3 millicon. For the FPiscal Year ending June 30, 1295,
the higher education appreopriation is approximately $557.7 million, and the
Regents’ total budget is approximately $876.4 million.

The Regents appoint a chief executive officer, the chancelleor of Higher
Education, and approve appointments of other administrative personnel necessary
to administer the affairs of the Regents. The present chanceller is Dr. Eans
Brisch. Gary smith is the BExecutive Vice~Chancellor of the Regents responsible
Tor the administration of 06SLr. The following are brief hicgraphies of Dr. Brisch
and Mr. smith.

Dr, Hans Brisch - Chancellor. Dr, Brisch was appointed Chancellor of the
Regents on becember 14, 1987. Prior to that, bDr. Brisch served as Chief of staff
to Governor Kay Orr of Nebraska. Dr. Brisch received his Bachelor of Arts degree
in Pelitical science from park cellege in 1964. He alsc received his Master of
Arts and Docter of Phileosophy degrees in Political seience from the University of
Kznszs in 1967 and 1970, respectively.

Mr., Gary smith - Executive Vice Chancellcor & Chief Operating ©fficer. Mr.
smith was appointed as Executive Vice Chancellor of the Regents in Angust, 1988.
Before Jjoining the Regents< staff, Mr. smith acted as Vice President for
Administrative Affairs at the University of oOkiahcmz Health Sciences Center and
as Director of Internal Audits for the University of Oklahoma. Mr. Smith received
hiz Bachelor of science degree from the University of Central oklahoma (Edmond,
Oklahomza) in Business Admipistration-in 1964,

State Guarantee Agency administration

The state Guarantee Agency cperaticns are performed hy ©0GSLF as a function
within the Regents. OGSLP employs approximately 13C full time equivalent employees
under the direction of Mr. smith. Mr. Smith is asaisted in this capacity by Alice
Strong as Director of OGSLP and Director of Human Resources for the Regents since
July, 1988. Prior to joining the Regents, Ms. Strong was employed by the Federal
Aviation Adminigtration. she received her Bachelor of Science degree in Elementary
Bducation from Langston University (Langston, Oklshoma) in 1967 and the degree of
Master of Public Administration from the University of Oklahoma (Norman, Oklahoma)
in 1978. The offices of the OGSLP are located at 621 North Robinson Avenue, Suite
201, oklahoma city, oOklahoma 73102; Telephcrne (405) 552-4300.

OGSLP is organized into geven divisions. The organizational divisions of
OGSLP are as follows:



A. Admipistrative 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
employed by the Regents since 1984. Ms. Linder received her Bachelor’s of Science
degree (accounting) in 1987 from the university of central oklshoma (Edmond).

B. Financial Services. This Division is responsible for: (i) scheool
and lender reviews and for monitoring general compliance with federal regulations
by a2ll guaranteed student loan program participants; (11) financial and operatiocnal
reports; and (iii) the Accounting Department which is responsible for monthly
reports to USDE. The Financial Services Division iz managed by Dr. @lendon Forgey,
C.P.A. who also serves as Assistant birector of OGSLF. ©Dr. Forgey ham:bsen
employed by the Regents with OGSLP since 1980. Dr. Forgey received his Bacheiloxiof
science degree (2Rccounting)y in 1980 and his Master of Busziness Administration
degrea in 1987 from the Univerzity of Central cklahoma (Edmond), and the degree of
Docter of Edneation in 1891 from the Univergity of oklahomz ({Norman).

¢. Customer Services Division. This Division is responsible for: (i)
the Applications Department whish processes all loan applications; (ii)y the
customer Service Department: (iii) the Training pepartment which prepares training
materials and conducts training conferences for OGSLP lenders and schools; and (iv)
the status management department which is responsible for wpdating and maintaining
the borrowers®” status on OGSLP’s data base, and for guarantee fee billing teo
lenders. The customer Services Division is managed by Rick Edington who has been
employed 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 1953 from the
University of Central oklahoma (Edmond).

D. Claims Pivisior. The Claims Pivigion is responsible for the payment
of default claims, reviewing the defsult claims for approval or rejectiocn 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 interest. After an account has bheen in delinguency status for 120
days, OGSLP engages in supplemental preclaims activities to attempt to prevent
defaults from cecurring. The Claims Division ig manmaged by Rick Sykora, whe has
been employed by the Regents with 0GSLP since 1987. Mr. svkora received his
Bachelor of Business Administration degree in 1983 from the UanQISltY 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 Division is responsible
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 since July 1991,

F. Recoveries Division. This Division concentrates efforts on the
collecticn ¢of defaulted leans, including acoocunt referral to a collection agency.
0GSLP participates in the ¢Oklahoma Tax Commission’s tax warrant intercept program
to prevent defaulted student loan borrowers from receiving their state income tax
refund check. OGSLP began participating in this program in December 1987, and had
collected $1.3 million through September 30, 1994, OGSLP began an administrative
wage garnishment program in February 19%94. This program allowas OGSLE 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, 1994, OQGSLF had collacted 5$716,000 in wage garnishments. The
Recoveries Division is managed by Larry LeVern who has heen employed by the Regents
with OGSLP since 1588. Mr. LeVern received his Bachelor of Arxts degree (Speech)
in 1874 from Oklahomz State University (stillwater).

G. Iegal Division. This Divislon 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
gince December 1992, Ms., Switzer received her Bachelor of Science degrea
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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 loans for gtudents (or parents in the
case of PLUS Program losns) who are otherwise eligible for loans if the student is
attending a participating eiigible school on at least a half-time basis.

. awuThe State Guarantée Adency provides for the eligibility of all lenders
desgribed in section 435(d){l)} of the - Higher Education act. There are
approximately 131 participating lenders, of which 37 actively originate gtudent
loans: gnaranteed by the State Guarantee Agency.

Electronic Data Processing Support

OGSLP uses the integrated software system for administering education leans
-provided by United Stondent Aid Punds, Inc. pursuant to an agreement betw=en the
Regents and United student Ald Funds, Ine. dated september 7, 1989, as amended and .
extended. This software system is operated from terminals controlled by OGSLP and
connected to the united sStudent Aid Funds, Inc.’s system, which provides for loan
application processing, guarantee fee billings to lenders, loan status management,
preclaims assistance, claims processing, pest claims operations (including
reinsurance claimz to the USDE), ‘and reporting.

Guarantee Fees Charged

For guaranteeing an education loan, the State Guarantee Agency presently
charges a one percent (1%) fee on the principal amount of the loan disbursed by
the lender te the borrower. This fee is paid once with ne further adjustments,
atrd is subtracted from the guaranteed loan amount prior tec disbursement by the
lender. The one parcent {13} fee charge has been in effect by the state Grarantee
Agency since July 1, 19%4 pursuant to amendments in the Higher Educatieon aci. From
Jquly 1, 1%87 through June 30, 1994, the State Guarantee Agency charged a gnarantee
fee of three percent (3%) of the guaranteed principal amount, but was reguired to
pay USDE cne-half percent ({0.5%) as a reinsurance premium, resulting in a net
guarantee fee of two and one-half percent (2.5%).

In the Fiscal Year ended June 30, 1994, net guarantee fee (less reinsurance
premiums paid} income earned by the &tate Guarantee Agency was approximately
$4,328,000. The net reduction of guarantee feez charged will result in a
significant loss of revenue to the State Guarantee Agency in the current Fiscal
¥osar and subsequently. If the new guarantee fee rate had been in effect for the
Fisecal VYear ended June 30, 19%4, the revenue reductlion would have been
approximately $2,595,000. :

To adjust for this adverse impact con revenue in the Fiscal Year ending June
30, 1535 and subsequently, the State Guarantee Agency is implementing (or expectis
to implement) the following:

A. A reduction of the claims payment trigger rate to increase the’
amount of reinsurance payments from USDE, see the caption "Trigger Rate™ herein;

. . B. 2an inerease in interest earnings on the Guarantee Fund due to
higher interest rates;

€. A reduced capital outlay because 0GSLP has acquired sufficient
technical capability, including a telephone auto-dialer for increased telephone
collection calla, over the past several years to support additional efficiency in
collection without additional capital expenditures;

. D. Increased fee retemtion from collections of defaulted loans due to -
administrative wage garnishments and consolidation and rehabilitation of defaunlted
loans resulting in a retention of 18.5% of principal restored to performing status;
and



E. Increased guarantee fee revenue from quarantesing loans at eligible
institutions that previcusly chose another guarantor beczuse the state Guarantee
Agency’s fee was higher.

Anmual Gnaranteed Loan Volume

Since November 1965, the state Guarantee Agency has a cumulative volume cf
lcan principal guaranteed totalling approximately $1.5 billion, representing
approximetely 670,000 loans to eligikle borrowers. The state Guarantee Agency
began guaranteeing Unsubsidized stafford Ioans for Middle Income Borrowers
("Unsubsidized stafford”) in becember 1992, pursuant to the authorization ci:that
education loan type by the Higher Education Amendments of 1992. Beginning F#is?if;
1824, the sSLS loan type was replaced and merged into the Unsubsidized stafford:.dvan

program. The State Guarantese Agency beqan guaranteeing Federal Consolidation LOHns
("consolidation") in November 1993,

puring the past five federal fiscal years, the loan principal volume
guaranteed by the state Guarantee Agency was as shown on the follewing Table:

Annual Education ILoan Guarantees

No. of Loans

Federal
Fisgal Year

Ended 8/30/94

Federal

Fimcal Year
Ended 5/30/02

Federal
Fiscal Y¥Year
Ended 9730492

Federal
Fiecal Year

Ended 9/30/51

Fedarxal
¥igcal Year
Ended 8/30/50

Guaranteed
stafford £0,280 54,794 50,895 45,817 43,757
foubgidized)
Unesubsidized
Stafford 15,755 5,324 a 2] 0
PLUS 2,683 3,B91 6,398 4,723 4,104
SLS 7,173 10,543 8,815 5,458 7,716
Consolidatien T63 a i} 1] 4]
Teatal 97:853 74:554 565128 50!015 55;57?
Prineipal Amount
Guaranteed
stafford $164,313,708 $144,893,972 $123,277,927 $113,271,878 $102,952,530
{eubnidimrd)
Uneuomidized
Stafford 45,472,548 11,817,733 o a D
PLUS 10,755,429 12,323,011 16,848,033 12,945,400 11,442,286
SLS 17,280,522 26,596,502 23,266,331 20,884,965 19,785,150
Consolidntion 54:263t994 0 [¢] ¢ D
Total 5292:586‘201 $195:E37|213 $163I392I191 $14?!102‘243 5134=220‘356
Institution Tvpe
4 ¥Year Univ. $175,304,211 $146,609,682 $113,857,023 S 94,336,077 § 85,541,432
2 Yeaxr College 35,227,306 25,345,260 18,847,776 16,594,356 13,632,265
Proprietary 27,790,650 23,682,376 30,687,392 36,171,81¢ 25,046,669
Total 53385322 ‘207' SlQEISBT‘ZlS 5163‘352 ;191 5147 L 102=243

Source: OGSLE

*QG51Fre systen does not track Consolidatisn lean approvals by institution type.

[This space left blank intentionally]
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outstanding Portfolio Composition 7

The composition of the sState Guarantee Agency’s cutstanding leoan principal
guaranteed during the last flve federal fiseal years has been as ghown in the
following Table:

Cempogsition of outstanding Education Loan Guarantees

Faderal _Feadexal Fadezal Fedszal Fedezal
Fizcal Year Fiscal Yeax Piscal Year Fiscal Year Fiscal Year
' Ended 2/30/54 Ended 9/30/23 Ended 9/30{52 Ended §/30/82 Ended 5/30/90
I.o-n[ Fx:.n.c:.p-l
Outﬂtnndigg
stliford“ $726,500,535 $630,217,012 $554,9599,38¢ $451,540,919 $433,727,078
(subsldized) .
Onsubsidized
Stafford 53,287,554 11,303,797 o 0 ¢
PIUS 65,734,033 60,570,899 45,642,597 30,978,615 " 25,580,006
818 85,767,184 80,612,091 93,656,364 43,124,108 48,350,971
Consolidation 53,972,156 1} [+} ")
Total - $985:661I463 5782‘703=?99 $G7AI29BI361 $565=543'539 5503‘058=145

Loan Status

Interin 5350, 667,742 $273,035,514 "$218,327,960 $194,407,917 176,203,805
Deferred 47,974,475 56,993,312 44,852,602 29,354,610 24,500,206
Repayment 577,019,275 LA52 E94,973 411,117,605 . 361,883,112 307,354,134
Tatal $295,661,492 '§782,703,738 ' §674,258,367 $385,643,£30 4508, 058,145
Institution Type .
4 Tear University B0.81 " 7mi9% S5, 7% §7.8% 67.5¢
2 Tear College 10.6 0.4 19.0 ded 7.6
Proprietary 8.6 10.7 1.3 27.8 24.9
Total 100.0% IUOfUE . 1G0.0% -100.0% 100.0%

Sonrce: OG3LP

Trigger Rate

The "trigger ratev ig the ratio of the amount of reinsurance claims paid to
a gquarantee agency during & federal fiscal year ending September 30, to that
guarantor’s amount of loans in repayment at the end of the preceding federal fiscal
year expressed as a percentage. The <trigger rate determines +the rate of
reimbursement of claims 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 follows:

Loans Prior Loane After

toc 10/1/93 8/30/33
Default Reimbursement Reimbursement
claim Rate Rate Rate
Up to 5.0% 1008 982
5.0% up to 9.0 a0s . 83%

9.0% and over = .~ - 80 - T8y

{This space left blank intentionallyl
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Buring the paat five federal fiscal yearg, the trigger rate for the state
Guarantee Agency has been as shown on the following Table:

igger Rate of the State Guarantee ens

Federal

Fiacal Year Trigger Trigger

Ended 9/30 Numerator Dencminator Rate
1994 £28,952,4615 $476,558,459 B.96%
1993 27,277,618 432,019,693 &.30
1992 25,839,426 385,726,429 8.70
1981 30,088,281 347,024,500 8.67
1990 17,626,926 255,845,822 6.89

Scurce: OGSLP

Under the trigger rate formula, reimbursements of claim payments are mada by
USDE at 100% of the amount of the claim (with certain exceptioms, at 98% for loans
first disbursed on or after october 1, 1993) until such payments during the federal
fiscal year reach five percent (5%) of the loan principal in repayment at the end
of the previous federal fiscal year. For the remainder of the federal fiscal year,
reimbursements ara made at 90% of the amount of the ¢laim (with certain exceptions,
at 88% for locans first disbursed on or after October 1, 1993) with the gquarantor,
such az the State Guarantee Agency, responsible ag a co=-insurer for the difference.
During the federal fiscal year ended September 30, 1394, the State Girarentee Agency
had approximately $457,000 in potential reimbursements of elaim payments denied
because of this factor.

As shown in the Table above, the state Guarantee agency’s trigger rate has
improved significantly over the past several years. The State Guarantee Agency
attributea this improvement to several reasona, inaludings:

A. Enforcement activities of USDE regarding the eligibility of
eduocaticnal institutions to participate in the FFEL Program because of high cchort
default rates of borrowers that attended such institutions:

) B. Implenmentation of a Defanlt Prevention Program operated in the
Claims Division;

c. The implementation of guaranteeing Federal consclidation Loans

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

OGSLP ‘s management objective for the federal fiscal year ending September 30,
1895 is to aveoid hitting the five percent (5%) "trigger®, thereby obtaining
reinsurance to the full amount available.

Federal Administrative Cost Allowances aAdvances

Upon periodic application by a guarantor pursuant to the Higher Education
Act, the Secretary is authorized to pay such guarantor an administrative cost
allowanece up to one percent (1%) of the total principal amcunt of student loans
guaranteed in any fiscal year. The USDE has committed teo paying quarantors ohe
percent (1%) of loan volume for the federal fiscal year ending September 30, 1995.
The USDE is in procesa of evaluating a method for Administrative Cost Allowance
payments during the transition of the FFEL Program to the William b. Foxd Federal
Direct Loan Program ("FDELPY) operated by USDE.



Guarantee Fund Reserve Balance

The cumulative summary of sources and uses of the CGuarantes rFund bkalance
since its inception are shown in the following Table:

Fund Balance of the State cGuarantee Agency
{September 30, 1994, Cash Basia)

Sourcesa (cumulative)

state Appropriations ' $ 1,952,966
Federal advances -03-
Investment Income : 6,657,217
Guarantee Fees : C 33,629,218
Federal Reinsurance 198,492,543
Collections Recovaries 58,647,756
Adminigtrative Cost Allowance 11,843,015
supplemental Preclaime Asmistance 1,816,534
Other ‘ - _ : 1,084,595
Teotal sources of Funds o $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 Fundg 299,900,728

Fund Balance (Cash Basis), _
as of september 30, 1994 $_11,223,118

Source: OGSLP

Based on the Guarantee Fund balance above and the outstanding loan principal
guaranteed at that date, the Regerve Ratio {cash basis) for the state Guarantee
Agency at September 30, 1994 was 1.14%. This ratio exceeds the reguirements of the
Higher Education Act., Based upon the Higher Education Amendments of 1992 to the
Higher Education Act, the sState Guarantee Agency is required to maintain a Reserve
Ratio of 0.7% for the current Fiacal Year ending June 30, 1995, (0.9% for the Fiscal
Year ending June 30, 1996, and inereaaing to 1.10% for the Fiscal Year ending June
30, 1997. '

{This space left blank intentionallyj



The Guarantee PFund balance, compared teo the amount of cutstanding leoan

principal guaranteed, and resulting Reserve Ratlo for the last five federal fiscal
years was ag shown in the fellowing Tables

Guarantee Fund Balance and Loan Principal Guaranteed
{Cagh Baszig Fund Balance)

Federal Guarantee outstanding

Fiscal Year Fund Lecan Principal Reserve Natiocnal

Ended 9/30 Balance Suaranteed Ratio Average
19941 $11,223,116% 985,661,492 1.14%% N/D %
1993 9,897,659 782,703,799 1.26 /A %
1992 8,455,927 674,298,367 1.25 1.50%
19912 7,472,607° 586,072,314 1.28% 0.80%
1990 7,284,782 508,058,145 1.43 1.00%

!Presented on a cash Bazis. The State Guarantee Agency paid an additional
$1.5 million in defaulted claims during September 1994 that would not have
noermally been paid during september. The additional elaims were paid as
part of an injtial effort teo comply with timely payment of c¢laims within
gixty (60) days. The State Guarantee Rgency realizes that USDE is not yet
enforcing this policy, but is attempting to save interest from bheing paid
on defaulted lcans. If the additional $1.5 million, which is due £rom USDE
as a receivable, had not been paid, the state Guarantee Agency’s Guarantee

.Fund reserve (cagh basis) would have been approximately $12,750,000 and the
Reserve Ratio would have bheen 1.29%.

2pro-forma amount. The Guarantee Fund balance is presented on a cash
bazgis. B2As of geptember 320, 1391, the cash basis Guarantee Fund balance
was $3,430,580, but the sState Guarantee Agency had 5$4,674,194 in
reinsurance payments receivable from USDE (received Octcber 3, 1891) and
$632, 167 of collections payable to USDE. The net amount of $£4,042,027 that
the state cuarantee Agency expected to receive from USDE prior to september

30, 1991 would have made an increase of $187,825 from the previous
septembar 30.

Sources: OGSLF (FFY 1994, 1993 and 1992) and U.S. Department of Education,
Fiscal Year 1991 cGuaranteed Student Lean Programs Data Book

The Guarantee Fund is maintained in the State Treasury and invested in

short-term obligations of, or guaranteed by, the U.S. Govermment and ctherwise
pursuant te the investment powers and policies of the State Treasurer.

There is no assurance that the State appropriations, investment income,
insurance premiums and federal reimbursements will continue to be deposited in
amounts consistent with pest experience. The Guarantee Pond is not a reperve for
the Authorityrs bonds or notes or the education loang of the Authority enly, but
is an insurance reserve established in respect to amy claims that might be

submitted by any participating eliqgible lender with regard to any education loans
quaranteed by the State Guarantee Agency.

[This space left blank intentionally]
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sources and Uses of Funds for the Guarantee rFund

The Sources and Uses of Funds for the Guarantee Fund prepared on a cash
basgis of accounting for the past five federal fis¢al years has been as shown in
the following Table: .

Sources and Uses of Funds
{(Cash Basisg)

fee ft . Federal P Fedaral Faderal Federal Federal
Pincal Year Fiscal Year Fiscal Year Fiscal Tear Fiscal Year
Scurces of Funda. . o Ended 9/30/9¢ Ended 9/30/93 Ended 5/30/492 Ended 5/30/91 Ended 3/30/50
Administrative Costiy™ o )

Allowance v $ 2,344,195 . § 1,286,959 § 1,815,832 $§ 687,576 5 1,511,912
Guarantee Fees 4,861,393 4,414,191 4,221,201 3,627,721 4,018,244
Collectiona Recoveries 14,675,856 11,274,962 7,120,790 4,846,991 3,863,648
Federsl Reinmurance 25,959,290 31,702,730 31,140,834 25,705,420 17,752,557
Inveatment Income 337,165 204,742 249,218 351,539 453,288
Supp. Preclaims

Asslstanca 528,084 6E5,LDD 18,850
other . 157,087 B 131,255 176,425 - 18,145 140,868

Tatal Sources 552187?-!070 849,744,438 45,337,150 $35,287,396 527,745,630
Uses of Funds
Claims Faid $31,313,116 §31,869,623 $28,941,709 $31,2339,877 §$19,000,175
Cperating Cosis 9,145,574 5,614,443 5,831,013 4,572,157 4,535,510
Recoveriss to OSDE 10,268,450 6,533,275 4,631,165 2,647,609 2,582,159
Reinaurance ¥Fems to TSDE 820,072 485,366 907,916 582,155 795,523

Total Unes §51,547,813 543!302:707 $4D:311!Bﬂ.‘3 $39!l-€1[593 527,317,367

Excess {or loss) $ 1,325,457 §. 1,441,732 s 5=025:3a71 $!3=554:29221 g 429!2533

l?nrsuant 4o state law, the Begents maintain their acccunting recerds on the c¢ash baeis., A5 of
Septogber 30, 1891, the State Guarankes Agency bad a net amount of $4,042,027 xegeivakle frcm USDE
{received October 3, 1991) which the Stete Guarantee Agency expected to receive from USDE prlox teo
Septenbex 30, If such payments had been received and made by September 30, 1581, Lihe pro-Zfozma Excees
{er lans) for the federal fiscal years ended Sepiember 30, 1992 and 1521 would have beens

FFY 9/30/92 IFY 8/30/91

Ap reflected on each hasin § 5,025,347 {53,854,202)
Redpsuranee payment reeseived oot 3, 1991 (4,674,194) 4,674,194
Collectiona paid on Ost. 3, 15991 632,167 { 632,167)
Pro-Forma Excesa {(or Loae) § 993!320 5 137!825

2Du:ing the federal £fiseal yeor ended September 30, 1590, OGELF cxpented esrtain non-recurring
expenditures in the amount of approsimately $236,000 far +the purchase of data procescing and
communications eguipment, as well as software for automated eervices. TUnder generally accepted
acscounting principlea, thin acguiaition ameunt would have baen sxpensed ever the estimated useful life
of the assetn.

Source: OGSLP

comulative Defaunlt Rate

The matured paper, default claims paid to lenders and the collection
recoveries, on a cumilative basis, and the related grosas and net default rates

for the

state Guarantee Agency for the last five federal fiscal years is shown

in the following Table:

[This space left blank intenticnally)
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cumulative Matured Paper Claims and Default Rates

(S000Y
Federal Federal Federal Federal Federal
Fiscal Fisecal Fiscal Fiscal Fisecal
Year Year Year Year Year
Ended Ended Ended Ended Baded
9/30/54 9/30/93 9/30/92 8/30/91 9/30/90
Qumulative
Matured Paper veizin
stafford $§ 775,580 $677,523 $591,268 $513,081 ,; $430,479
(subsidized)
Unsubsidiged
stafford 53,407 11,308 o 0 ¢
PLUS 78,669 69,323 57,941 42,482 29,990
SIS : 130,856 117,102 93,502 71,933 53,611
Cconsolidation 54,264 0 Q 1] 0
Total $1,092,776 £875,.256 3742!711 $627,506 $514,080
cumulative
Defaclts Paid
Stafford $ 185,364 $142,275 $120,375 % 995,408 & 78,805
(subsidized)
Unsubsidized
stafford 12 0 0 Q 0
PLUS 6,234 4,759 3,417 2,146 841
SIS 30,332 24,472 18,685 13,489 5,987
consolidation 173 1] 0 0 0
Total s 202i115 571,506 $142,477 $115:040 5 85=G33
Lenders’ (Gross)
Default Rate
Default
Rate (OGSLP) 18.5% 19.6% 1%.2% 18.3% 16.7%
National
Average H/R % 17.7% 17.7% 16.6% 15.0%
Cumulative
collectiona
stafford $ 66,690 $ 51,590 $ 39,718 $ 30,455 $ 23,408
{subsidized)
Unsubsidized
Stafford 0 0 0 0 Q
PLUS 1,710 1,055 497 163 23
SLS 5,371 2,963 1,432 482 77
Consolidation 0 0 1] ¢ 0
Total g 73,771 8 55,608 $ 41,647 3 31‘100 S 23|508
Net befault
Rate (OGSLT) 11.7% 13.2% 13.6% 13.4% 12.1%
National
Average N/A 11.5% 12.1% 11.8% 10.7%

Scurces: OGSLP (FFY 1994, 1993 and 1992} and U.S. Department of Education Fiscal
vear 1991 cuaranteed Student Loan Programs Data Book.
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Status of Federal *sSpend-Down”

he USDE had advanced the state Guarantee Agency $677,181 pursuant to an
Agreenment for Federal Advances under The Higher Educaticn Act between the Regents
and the Secretary. During the federal fiascal year ended June 30, 1989, the USDE
recovered the amount claimed against the sState Guarantee Agency‘’s eligible
reinsurance claims. The teotal amount that the state Guarantee Agency was
regquired to return was $1,095,678. As a result, the State Guarantee Agency Las
no further spend-down obligaticn to the USDE.

Pending Legislation and Litigation

There is no State legislative acticn pen&ing or proposed with respect to
0GSLP or the Guarantee Fund.

There is no currently pending or, te the knowledge of the Regents,’
threatened legal proceeding with respect to OGSLP and the Guarantee Fund except
for defaulted loan collection recovery efforts in noyrmal course of operations.

Federal Pirect Lean Program

Beginning July 1, 1994, USDE began implementing its FDSLP which deals
directly with schoola by eliminating lenders and guarantors. Consequently, FDSLP
ig in direct vompetition with the FFEL Program. FDSLP invelves loans made by
USDE through participating schools. Nationally, it is intended to comprise a
volume equal to 5% of student loan volume in the year ending June 3¢, 1895. 1In
oklahoma, oklzhoma state University, stillwater, ¢klahoma is participating 100%
in ¥DSLP iv the first year. In the four months ended October 31, 13994 of the
eurrent Fiscal Year, oOklahoma State University accounted for approximately
5200,000 of the FFEL loarn volume guaranteed by the sState Guarantee Agency
compared with approximately $26,300,000 of lcocan guarantees in the, ccmparable
pericd & year ago. However, despite this decrease due to FDSLP, during the four
months ended october 31, 1994 of the current Fiscal Year, the staté cGuarantee
Agency guaranteed approximately $137,000,000 compared with a loan guarantee
volume of approximately $124,600,000 -in the comparable pericd a year age. This
i3 an increage of 9,95%. '

In future years the target share of the annual student loan volumes for
FDSLP are: 40% in the year ending June 30, 1996; 50% in the years ending June
30, 1997 and 1998; and 60% in the year ending June 30, 1999, In addition, USDE
intends to offer FDSLP Direct Consclidation Loans, including offering borrowers
the opportunity to prepay FFEL Program loans and consolidate them in the Federal
Direct cConaolidation Ioan Program. The sState Guarantee Agency is 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 view of the planned reduction of the FFEL Program loan
volume, USDE has advccated the merger or consolidation of such guarantors into
regional combinations with a significantly reduced number contimuing to operate
&3 guarantors of FFEL Program ioans. Since July 1, 1294, some state guarantee
agencies have ceased operating and others are reported to be discussing mergers
or other recrganizations. The State Guarantee Agency has not discussed the
possibility of merger or other reorganization with any othexr 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 Education Amendments of
1986, 1990, 1992 and 1993. There can be 1o agsurances 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 student Loan Reform Act of 1993 ena&ted a variety of changes in the
FFEL Program, and enacted the new FPSLP with direct lending by the USDE to
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students. among other things, changes made to the FFEL FProgram in¢luded impesing
on guarantors, such as the State Guarantee Agency, a reduction of the reinsurance
level on defaulted loans to 98% of the claim amcunt as co-insurance for defaulted
loang first disbursed on or after Octocber 1, 1992 and a further reduction at the
first and second "trigger ratesz" as discucssed in the section captioned "Trigger
Rate" heresin. In addition, the meximom guarantee fee that could be charged was
reduced from three percent (3%) to one percent (1%} as discussed in the section

captioned "Guarantee Fees Chargsd" herein. Furthermore, the retention rate on
collection recoveries was reduced from 30% to 27%.

The transition from the FFEL Program tc the new FDSLP will involwve
increasing reductions in the wvolume of lcans made under the ‘FFEL Program
generally. as these reductions occcur, servicing cost inereaged:and revenue
reductions for guarantors, such as the state Guarantee Agency, may occur. The
Student 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 fimancial
statements of the Guarantee Furd were prepared on the bazsis of generally accepted
accounting principles. %The financial statements for the Fiscal Year ended June
30, 1994 { with comparative totals at June 30, 1993) were audited and reported
on by coopers & Lybrand L.L.P., Oklahoma city, Oklahoma, independent certified
public accountants. Such financial statements (including the Wotes thereto),

and the acocuntants’ report thereon, are attached hereto as pages C-15 through
¢-24, inclusive.

[This space left blank intentionally)
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Coopers & Lybrand L.L.P 100 North Braadway telephone (405) 238-5800

COO erS g?‘ifhgfn?ciw, Oklzhorna 73102 facgimile {405) 232.5233
L ybrand

a professicnal services firm

REPORT OF INDEPENDENT ACCOUNTANTS

Oklahoma State Regents for ngher Education
Oklahoma City, Oklahoma

We have audited the accompanying balance sheets of the Oklahoma
Guaranteed Student Loan 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 responsibility of the O0GSIP's management. our
responsibility is to express an opinion on these financial
statements based on cur audit.

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

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of the
Oklahoma Guaranteed Student Loan Program as of June 30, 1994, and
the revenues, expenditures and changes in fund balances for the
year then ended in conformity with generally accepted accounting
principles.

Oklahoma City, Oklahoma &b—u,am” e 'a

September 22, 1994

c~15
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OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OELAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND PURPOSE

The Oklahoma Guaranteed Student Loan Program (the "OGSLP"), a division of the
Oklahoma State Regents for Higher Education (the "State Regents"), was established in
aceordance with Title 70, Section 622 eq. seq. of the Oklahoma Statutes. Pursuant to this
statute, the OGSLP is respons:ble for the administration of the Guarantee Student Loan
Program and goarantee loans by certain lending institutions to students attending
postsecondary schools, in compliance with aperating agreements (the "Agreements”)} with
the U. £. Department of Education (the "USDE") pursuant to Section 428 of the Higher
Education Act of 1965 (the "Act"), as periodically amended.

The Federal Guaranteed Student Loan Program (the "Program") under which the OGSLP
operates was establishéd by Congress as a means of making loans available to students
attending colleges, universities, and postsecondary educational and vocational schools. 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
default claims have been paid. The OGSLP also informs lenders and schools of Program
regulations and encourages lender participation.

SIGNIFICANT ACCOUNTING POLICIES

The State Begents follow standards of reporting described in the American Institute of
Certified Public Accountants’ industry audit guide entitled Audits of Colleges and
Universities. The significant accounting policies followed by the State Regents in the
preparztion of the financial statements for the OGSLP are described as follows,

The accompanying financial statements include only the accounts for operations and
activities of the OGSLP. These financial statements are incorporated into the State Repgents
financizl statements which include all cperations and aciivities of the State Regents.

Basis of Accounting

Other than not providing for depreciation expense in the Plant Fund, the accompanying
financial statements have been prepared using the accrual basis of accounting. Prior year's
totals and data are presented for coraparative 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. Descripticns of these fund groups are as follows;



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

SIGNIFICANT ACCOUNTING POLICIES, continusd

Current E‘ungls

Current’ Funds are used for transactions related to the primary and support objectives of the
OGSLP. "OGSLP has only one fund group included in this classification, Restricted Funds,
which represent resources derived from federal and state sources.

Plant Funds

Plant Funds are used for transactions relating to the OGSLP's investment in long-term
operating nsgets. 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 values at the date of acquisition (where acquired other than by
purchase). As permitted by generally accepted accounting principles, the, OGSLP does not
provide for depreciation of these assets. To the extent Current Funds are used fo finance
Plant Fund assets, the amounts so provided are accounted for as {a) expenditures for normal
replacement of equipment and (b} other transfers.

Accountg Recejvable

The OGSLP's accounts receivable consist primarily of funds that are due from the USDE.
Msjor items include federsl reinsurance on defaulted loans apd administrative cost
allowances from the USDE and guarantee fees that are collectad from student borrowers at
the time of loan disbursement by the lending institution.

Administrative Cost Allowance

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

 g-19



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

SIGNIFICANT ACCOUNTING POLICIES, continued

Federal Reinsurance

L Ep——

Pursuant to the Section 428 of the Act, federal reinsurance of default claims filed are paid to

the OGSLP according to the following schedule: e
Annual Default Rate Federal Reingurance
0% to 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 t0 5%, 90% of claims equal
to or more than 5% but less than 9% and 80%
of claims equal to or more than 9%

Annual default rates for purposes of the application for federsl reinsurance are caleulated
by dividing reinsurance paid on claims filed during the year by the original armmount of loans
in repayment at the end of the preceding federal fiscal year. The annual default rate for the
years ended September 30, 1984 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.

Compensated Absences

Employee vacation pay is accrued and vested when earned by employees. The liability and
. cost incrred during the year are recorded in the Current Funds as accrued vacation
payable and current year expenditures, respectively.

Reinsurance Fees Payable
Effective October 1, 1986, a reinsurance fee is required to be remitted to the federal

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

Annual Default Rate Federal Reinsyrance
0% to less than 5% 26%
&% or more ' S0%

For loans guaranteed on or after October 1, 1993, this fee has been eliminated,



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

SIGNIFICANT ACCOUNTING POLICIES, continued
Allowance for Defgult Claims

it
An estuéated ellowance for loan defaults in excess of amounts covered by federal

reinsurance is made through an annual charge to operations. Actual default payments in
excess of federal reinsurance are charged agaipst the allowance as incurred.

Each year, the OGSLPs 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 recoveries ere used to determine the allowance estimate,

Deferred Guarantee Feea

The OGSLP collects guarantee fees from student borrowers at the time of loan disbursement
by lending institutions. The OGSLP charges & 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 deferred income
at the date loans are guaranteed.

Income Taxes

The OGSLP, as a unit of the State Regents, is excluded from federal mcome tax under
Section 501 (¢} (8) of the Internal 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 gll state funds are either insured by Federal Deposit
Insurance, collaternlized by securities held by the cognizant Federal Reserve Bank, or
invested in U.S. government cbligations. The OGSLP's deposits with the State Treasurer
are pooled with the funds of other state agencies and.then, in accordance with statutory
limitations, placed in banks or invested as the State Trezsurer may determine.

Investments - The OGSLP's investments are categorized to give an indication of the level
of risk asgumed. At June 30, 1994, the OGSLP had investments with an aggregate hook
and market value of $12,203,994. Of this total, deposits with the State Treasurer toteled
$10,633,994 and are insured and collateralized as previously mentioned. An additional
$1,570,000 of investments are insured or registered, or are securities held by the State
Regeats or ite agent in the State Regents' name.
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OELAHOMA STATE REGENTS FOR HIGHER EDUCATION
OEKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

EMPLOYEE RETIREMENT BENEFITS

fined Contributi o
FE+[3EN
Plan Description - The State Regents entered into a contract with the; Teachers Insurance
Annuity Association ("TIAA/CREF™) in July, 1991, providing for a funded plar for employee
retirement. The TIAA/CREF plan is a defined contribution plan gualified 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 OGSLF's minimum contribution rate is currently
10% of hase 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 covered payroll, which refers to
all compensation paid by the OGSLP to active employees covered by TIAA/CREF amounted
to $363,754 and $314,155 in 1894 and 1993, 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 party investments between
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. Currenily, no retirees of the OGSLP are receiving benefits
under this plan, nor are any current employees expected to quelify for benefits under

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

aring Mnltiple-Emnl

Plan Description - Al 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 QOklahoma Statutes, and is a component unit of the state's financial
reporting entity, reporting as 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
vested immediately.
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OELAHOMA STATE REGENTS FOR HIGHER EDUCATION
OKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

EMPLOYEE RETIREMENT BENEFITS, continued

In additian, the State Regents make a statutory emplayer contribution ta OTRES for each
eligible employee in an amount equal to 2% of regular annual compensation not to exceed
$40,000f, The State Regents' statutory contribution for each employee (plus interecst
allocated to the employee's account) are fully veated after 10 years of continuous service.

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,
respectwely .

Contributions made by the OGSLP an 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
payroll. The OGSLP's statutary contribution amounted to $53,266 ard $51,07¢ in 1994 and
1993, respecuvely, and represent.ed 2.1% and 2.0% of covered payroll.

OTRS doeu not make separate measurements of aseets and pension beneﬁt cbligations for
individual employers. The pension benefit obligation of the OTRS plan, as a whole,
determined as part of the latest actuarial valuation date June 30, 19983, is as follows:

Total pension benefit obligation $5,783,000,000
Net assets available for benefits,

at cost (2,870,000,000)
Unfinded pension benefit dbligation W

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 spéce for the OGSLP from a private entity. Rental expense of
appronmately $181,611 was paid by the OGSLP for the year ended June 30, 1994. Future
minimum annual lease payments ars $181,611. ;

In addition, in September, 1989, 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 ipitially completed
during December, 1989, If loen 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 is
t;eln-renﬂy operating on a month to month basis, thus future payments are not reflected
ow.
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OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OXKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

LEASE COMMITMENTS, continued

Required future minimum lease payments under the foregoing leases are as follaws:

Years Ending Juna 30 Amount
1995 $181.611
1996 14,882
RESERVE RATIO

The reserve ratioc 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 caleulate the reserve ratio. The 1992

reauthorization of the Act requires guarantors to meet the following minimum reserve
levela:

0.5% for the fiscal year beginning 10/1/33
0.7% for the fiscal year beginning 10/1/84
0.9% for the fiscal year beginning 10/1/95
1.1% for fiscal years beginning on or after 1/1/96

As of June 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 1.8%, respectively.

CONTINGENCY

The OGSLP has received certain federal and state grants that are subject to review and
audit by grantor agencies. Such audits could lead to reguests for reimbursement to the
grantor agency for expenditures disallowed under terms of the grant. The OGSLPs
management believes that disallowances, if any, would not be material.
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KPMG Peatll\/larwick LLP

700 Oklahoma Tower
Oklahoma City, OK 731025671

1600 One Williams Center
Tulsa, OK 41720168

INDEPENDENT AUDITORS' REPORT

Trustees ;
Oklahoma Student Loan Authority:

We have andited the accompanying balance sheets of the Oklahoma Student 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 andits in accordance with generally accepted anditing standards and Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
Tequire 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 basts, evidence
supporting the amounts and disclosures in the financial statements. An audit also inclodes 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 opinion.

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, 1954 and 1993, and the
results of its operations and cash flows for the years then ended in conformity with generally
accepted accounting principles.

fmg Fout Moeihl EEF

Oklahoma City, Oklahoma
September 2, 1994



OKLAHOMA STUDENT LOAN AUTHORITY

Balance Sheets
June 30,

Assets
Cash (note 3)

Receivable frxom USDE for interest
subsidy and special allowance

General investment accounts (note 3)

Trust funds held by Trustee Bank
{notes 3 and 4)

Investments with State Treasurer,
as trustee [note 3)

Loans, net of allowance of approximately
$975,000 and $910,000 as of 1994 and
1993, respectlvely (notes 3, 5,

6 and 7)

Accrued interest receivable

Equipment and other assets; net of
approximately $524,000 and $371,000
for accumulated depreciation
and amortization as of 1994 and
1993, respectively

1994 and 1993

1994

149,383

525,470
5,005,595

11,296,711

4,511,908

" 96,261,475

1,767,388

632,657

$120,150,587

Liabilities and Retained Earnings

Accounts payable and other accrued
expenses

Insurance payable .
Accrued interest payéble
Notes payable (note §€)

Bonds payable (note 7)
Total liabilities

Retained earnings

Commitments and contingencies
(notes 3, €, 7 and 9)

809,365

33,821
1,758,489
47,448,720

41,680,000
91,730,395

28,420,192

$120,150,587

See accompanying notes to financial statements.

b-3

1993

- § 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 Operations and Retained Earnings

Years Ended June 30, 1994 and 1993

Interest income:!
-Ioan interest income:
From borrowers
From U.S. Department of
Education
Special allowance
Investment interest income
Total interest income

Interest expense

Net interest income

Other cperating expense:
Administrative
Servicing
Consulting and professiocnal fees
Trustee Bank fees
Total other operating expense

Net income before
extraordinary item

Loss on extinguishment of debt
(note 7)
Net income

Retained earnings, beginning of year

Retained earnings, end of year

1894

$ 4,262,248

2,625,445
513,527
1,130,944

8,532,164

4,692,456

3,839,708

1,652,696
806,104
89,481
20,149

2,568,430

1,271,278

0

1,271,278

27,148,914

528,420,192

See accompanying notes to financial statements.

1993

4,127,714

2,442,073
595,269

1,661,620

8,826,676

4,913,198

3,913,478

1,328,396
656,636
117,854

39,753

2,142,639

1,770,839

— 307,991

1,462,848

25,686,066

$ 27,148,914




OKLAHOMA STUDENT LOAN AUTHORITY

Statements of Cash Flows
Years Ended June 30, 1994 and 1993

Cash flows from operating activities:

. Net income : 8

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
accroed expenses
Insurance payvable

Net cash provided by
operating activities

Cash flows from non capital financing
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

1994 1993
- . TEEIET
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
_ ¢ 628,888
155,239 (9,876)
1,924,353 274,285
82,676 204,396
6,076 11.695
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)




ORKLABOMA STUDENT LOAN AUTHORITY

Statements of Cash Flows
Years Ended June 30, 1994 and 1993

(Continued)
1994 1993

Cashrflows from investing activities:

“Purchases of equipment and other
‘depreciable assets ] (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 2,203,653
Net cash provided by

investing activities 9,863,576 33,932,088
Net decrease in cash (238,094) (155,159)
Cash at beginning of vear 387,477 542,636
Cash at end of year $ 149,383 $ 387,477

See accompanying notes tc financial statements.




(1)

(2)

ORLAHOMA STUDENT LOAN AUTHORITY
Notes to Financial Statements
~June 30, 1994 and 1993

Nature of the Program
The Oklahoma Student Loan Authoxity (the Authoxity) was gcreated

as an express trust under applicable Oklahoma statutes and .

a Trust Indenture dated August 2, 1972, with the State of
Oklahoma (the State) accePtlng the benef1c1al interest
therein. The Author;ty 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. Enterprise funds
are used to acconnt for the operations and financial
position of a govermmental. entity that are financed and
operated in a manner similar to private enterprlse.

The purpose of the Authority is to provide loan funds to

qualified persons at participating post secondary
educational institutions. Generally, borrowers are Oklahoma
residents or are stndents in Oklahoma higher education
ingtitutions. The student loans made by the Authority under
the Federal Higher Education Act of 1965, as amended,
include Federal Stafford (Stafford) Loans, Unsubsidized
Stafford Ioans, Federal Supplemental Loans for Students
{SLS) and Federal Parent Loans for Undergraduate Students
({PLUS). These Federal Family Education Loan (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 Studént Loan,Program (State Guarantee
‘Agency) and reinsured by the United States Department of
Education {(USDE), or by another guarantor approved by the
USDE operating on a national level (Guarantee Agencies).
The Authority alsc 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 te March, 1976, are
insured 100% by USDE under the Federal Insured Student Ioan
(FISI.) Program.

The Authority also provides a secondary market for Federal Family
Education Loan Program loans for Oklahoma £financial
institutiens by purchasing qualified loans from these
institutions.

Summary of Significant Accounting Policies
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 HEAT Program.

Basis of Accounting '
The Authority has adopted the accrual basis of accounting for
reporting purposes. Under the accrual basis of accounting,

D~7 - (Continued}



OKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

revenues are recognized when earned and expenses are
recorded when incurred.

Accounts of the Authority

The accounts of the Authority are organized on the basis of
individual funds as prescribed by the "0Oklahoma Student Loan
Act" (Act) and terms of variocus 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, Student
Loan Account, Debt Service Reserve Account, Investment
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 Iocan Losg

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 Aunthority does not perform certain due diligence
procedures as prescribed by USDE. The rejected claims are
referred to various cure and reccvery procedures before they
are written-off as uncollectible. The second calculation
is based on applying the aAuthority’s historical rate of
account write-off to the current balance of outstanding
student. loans. Student loans are written-off when they are
deemed uncollectikle and charged against the allowance upon
such determination. Any subsequent collection ¢r 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 cam 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 reguired to make principal 2nd 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 L.OAN AUTHORITY

Notes to Financial Statements, Continued

are determined quarterly based upon the average rate
established in the auction of the 91-day U.S. Treasury bills
relative to the yield of the student loan.

Income Taxes ' : ERLN

The Authority, as a State beneficiary trust, is exempt from state
and federal income taxes under Intermnal Revenue Code section
115, although unrelated business income may be subject to
income taxes under the Internal Revenue Code.

Equipment and Other Assetsg

The Authority capitalizes expenditures for equipment, system
development, and other long-term assets. Depreciation and
amortization is calculated primarily on a straight-line
basis of five to ten years. Maintenance of equipment 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 Anthority’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.S. Treasury securities and U.S. Treasury based mutual
funds. Cash is insured by the Federal Depesit Insurance
Corporation. Repurchase agreements are ccllateralized by
U.S. government 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 Aunthority
that are not pledged as collateral for any of the various
debt obligations of the BAuthority. These unrestricted
investments COHSlSt of the following at June 30, 19924 and

1993:
1994 | 1993
U.S. government securities- $3,519,882 ' $ 1,928,479
Temporary investments 1,435,713 8,309,389
| $5.005,595 $10,237,8638

The market values of securities in the General Investment Account
at June 30, 19924 and 1993 were approximately $4,930,000 and
510,240,000, respectively.

D=8 ' (Continued)



OXKLAEOMA 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

o 1993:
d
- tr State Treasurer Trustee Bank
1994 1993 1994 1993
U.8. Treasury
securities 4,419,162 4,446,558 0 0
Repurchase
agreements 0 0 2,500,200 2,500,200
Temporary
investments 92,746 843,309 8,796,511 11,592,402
s$4,511,908 $5,289,867 $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
$(80,000) and $350,000, respectively. Approximately
$6,340,000 of investments are in U.S. Treasury Notes and
will be maturing in fiscal years 1997 and 1998. 2All other
investments mature within fiscal year 1994.

Certain cash, investments and loans receivable of the Authority
are restricted and serve as collateral for the wvarious
obligations of the aAuthority. In addition, if the Authority
does not repay revenue notes payable to the Student Loan
Marketing Association (SLMA), it would give rise to 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 specific
identification of the assets securing those obligations, as
follows (see notes 4, 5, 6 and 7):

D-10 (Continued)
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OKLAHCMA STUDENT LOAN AUTHORITY

Notes te Financizl 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 prescribed by various debt obligations. A
listing of the wvarious accounts is included in Note 2 -
Accounts of the Authority.

{(5) Loans :
The Authority orlglnates, purchases and helds various types of
student loans as described in Note 1, including subsidized
Stafford, unsubsidized Stafford, SLS, PLUS, and HEAL.

The terms of these loans, which vary on an individual 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 vyears. On subsidized and unsubsidized Stafford
loans, principal payments by the borrower are deferred while
the borrower is enrolled on at least a half-time basis and
for a six month grace period thereafter. On SLS and PLUS
loans, the borrower is responsible for principal payments
within 60 days from the date the lcan is originated unless
an authorized deferment is obtained by the borrower. On
HEAL loans, the borreower 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 Authority sells the HEAL loans to SIMA
during this grace period.

Interest rates on student loans, as set by USDE, range from 5.55%
to 10% depending upon the type and date of originaticn of
the individval 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, SLE8, PLUS, and HEAL
loans which starts aceruing on the date the loan is
originated.

As stated in 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. In 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, 2s of June 30, 1994 and 1993, respectively,
approximately $328,000 and $253,000 of loans were no longer
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ORLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

considered as being guaranteed. The Authority‘s loan
servicer for the Stafford loans is contractually cbligated
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 to USDE
the following percentages of principal amounts of FFEL
Program loans: PLUS, 8LS and Stafford-subsidized 5%;
unsubsidized Stafford 6.5%.

Loan origination costs are capitalized when the loan is made and
are then amortized, using the interest method, owver the
estimated economic life of the loan. The capitalized loan
origination costs, net of accumulated amortization, at June
30, 1994 and 1993, were approximately $302,000 and $240,000,
respectively. -

Notes Payable
Notes payable at June 30, 1984 and 1993 consist of the
following:
1994 1993

515,000,000 variable Rate Revenue
Note, dated August 10, 1987,
modified as of October 10,
1989, payable to SLMA; 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,
Octcber 10, 1999: 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; principal and
interest are due on the
maturity date of July 2%, 1995;
the interest rate is adjusted
annually based on the bond
equivalent rate of 52-week U.S.
Treasury bills auction; the
interest rates for the years
ended June 30, 1993 was 4.56%;
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OKLAHOMA STUDENT LOAN AUTHORITY
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1994 1993
all advances made on the note : '
are secured by the specific SLS -
and PLUS leoans financed. The -
1988 Revenue Note was paid in
full through the proceeds of
SLS and PLUS loan sales in =
fiscal year 1994. A -0 8,306,616

$75,000,000 variable Rate Revenue
Note, dated Augqust 28, 1990,
payable to SLMA; interest is
payable guarterly; 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
collected and payable to SLMA
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 are avallable as of
June 30, 1994. ’ - 23,475,218 27,925,962

$10,000,000 Variable 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 %41-
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 D '
loans being financed. ‘ ) - 3,748,502 6,413,801
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1994 1993
$30,000,000 Substitute Taxable
Variable Rate Revenue HNota,
Series 1993L, dated April 29,
1993, modified as of June 20,
1994, payable to Liberty Bank
and Trust Company of Oklahoma
City, National Association.
Interest is payable guarterly
at a rate which 1is adjusted
weekly based on the bond
equivalent rate of the 91-day
U.S. Treasury bill aunction.
The interest rates as of June
30, 1994 and 1993 were 5.31%
and 4.12%, respectively.
Principal 1s due on the
maturity date of April 29, 1996
and the maturity date is
subject to extension at the
lender‘s approval to April 29,
2008. All advances made on 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, SLMA
will purchase certain SLS, PLUS and HEAL loans when they
reach repayment status. The Authority has an obligation 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 $32,000 for the fiscal years ended June 30, 1994
and 1993. The teotal 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) Bonds Payable
The Authority has at variocus times issued bonds for the purpose
of funding student loans. Under variocuns circumstances, and
at various times, each bond series is callable at the opticn
of the Authority, in whole or in part, on any business day.
The Authority’s obligation for the bonds is secured by
specific FFEL Program loans financed.
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- The Authority is in compiiance with all significant bond
covenants, which primarily consist of maintaining required
amounts of cecllateral in each bond’s trust estate.

‘Bonds payable as of June =30, 1994 and 1993 consist of the
- following: 0ﬂ£ﬂl‘
_ 1994 1993
Oklahoma Student Loan Authority:
5.25% Series 1978+% \
due August 1, 1993 s 0 S
5.40% Series 1979*% =
due August 1, 199%4 0
6.85% Series 1980+ i _
due August 1, 1995 10,000 : 10,000
4,.65%-6.70% Series 1992A
due serially through

350,000

395,000

9-1-05 32,680,000 32,680,000
5.35%-5.55% Series 1992B

due serially through

g9-1-98 : 8,890,000 8,990,000

$41,680,000 $42,425,000

*The Authority authorized redemption of the Series 1978,
Sexries 1979 and Series 1980 Bonds during Fiscal Year 1993.
The amounts listed above for these series represent bonds
which have not been presented to the Paying Agent for
redemption by June 30, 1994 and 1993, respectively.

Fiscal year debt service requirements to maturity or redempticn
date are as follows:

© Principal " Interest Total
; 1995 2,010,000 . 2,410,000 4,420,000
1996 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
20,840,000 4,170,000 25,010,000

2000-2006

'$ 41,680,000 $ 14,210,000 § 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. The resulting loss from extinguishment
consisted of prepayment penalties and expensing the
remaining capitalized financing costs.
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(8} Retirement Plan
Certain employees of the Authority part1c1pate in the Teachers’
Retirement System of Oklahema (TRS), a contributory
retirement plan. B.summary'of the Authority’s participation
in TRS for 1994 and 1993 is.ag . follows:.

o
o

1994 1993

Total Authority payroll $918,550 $917,084
Payroll for TRS participants 560,000 680,000
Employee contribution rate on

first 525,000 of payrocll 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) 93 11%
Total employer contribution on

optional participation 10,200 10,0600
Authority’s statutory surcharge

contribution rate 2% 2%
Total statutory surcharge

contribution 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 1is equal to 2% of final
compensation for each year of creditable service. Benefits
fully wvest upon reaching 10 years of credited Oklahoma
service.

TRS is a multiemployer cost sharing plan provided by the State
of Oklahoma. The “"pension benefit obligation"™ is a
standardized disclosure measure of the present value 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 users
assess TRS‘s funding status on a going-concern basis, assess
progress made in accumulating sufficient assets to pay
benefits when due, and make compariscns 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 benefit obligation of approximately $3.4 billion.
The Authority’s contributions represented less than 1% of
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total contributions from all participating entities. The
pension benefit obligation data as of June 30, 1994 is not
yvet available.
, : it To o,
E (9) Commltments and Contingdifcfds
- The Authorlty canducts 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 ILoan Legislation
Federal legislation enacted in 1993 provided for numerous

material changes to the FFEL Program, This legislation
provides fer a wvariety of changes which will affect
significantly the future operations of the Authority,
including without limitation, the effects listed below.

A. The implementation beginning July 1, 1994 of a Federal
Direct Student Loan Program (FDSLP) in which eligible
institutions of higher education can apply te originate
Federal Direct Student Loans on behalf of the federal
government. FDSLP is an alternative to and in
competition with FFELP which the Authority participates
in as an eligible lender. FDSLP has a 5 year phase-
in period. The legislation calls for approximately 5%
of the federally insured student loans to be criginated
by FDSLP in the 1994-95 academic year and that
percentage is scheduled to increase to 60% by the fifth
year of the program.

B. The minimum guaranty level for guarantees on FFELP
lcans 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) Subseguent Events
The Authority has expanded its operations to include internal

loan sexrvicing on all student loans effective July 1, 1994.
With this expansicn, the obligaticn 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 ancther
Oklahoma lender participating in the FFEL Program.
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Appendix E

Oklahoma Student Loan Authority
Student I.oan Revenue Bonds, Series 1954A

CASE FLOW ASSUMPTIONS

The fellewing presents the Autherity’s principal assumptisons used in the
preparation of ita cash flew projections for the Bonds and the structuring of
the stated maturities.

Factors Affecting Cash Flow Sufficiency and Piming

The projections are based upenr an analysis of the aAuthority’s present
portfolio of student loans in the Trust Estates for the Bonds, including the
Series 1994A Bonds, and reflect what are believed to be reasonable assumptions
regarding the current and future composition of and yield on the expected
Eligible Loan portfolio in the Trust Estates for the Bonds, including the Series
1994A Bonds, the cost of servicing those Eligible Loans, the rate of return en
mensys invested in the varicus Funds and Accounts under the Bond Resolution and
the occurrence of future events and conditions. There is no assurance that the
aggumptions used will in fact bhe realized. There is no assurance, for example,
that interest and primcipal payments from the Eligible Loans in the Trust Estates
for the Bonds, including the Series 1994A Bonds, will be received as projected,
that the reinvestment rates assumed on the Balances in varicus Funds will be
realized, or that Interest Benefits and Special 2allewance Payments will be
received in the amounts and at the times projected. Moreover, future events over
which the Aauthority has no control 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” hersin. '

Receipt of Revenues and Recoveries of Principel om Eligible Loans in the
Trust Estates for the Bonds, including the Series 1994A Bonds, may be accelerated
due to variocus factors, including ameng other things: (i) default claims or
claims due to the disability, death or bankruptcy 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 portfolio; (iii) the
commencement of principal repayment by borrowers on earlier dates than are
assumed based upon the current amneslysis of the authority’s student loan
rortfolic; and (iv) economic conditicons that induce horrewers to refinance or
Frepay their leoans priocr to maturity. Eligible lenders, including the Authority,
and the USDE under its competing William D. Ford Federal Direct Loan Program,
may make consolidation Loans to horrowers for the purpose of retiring certain
borrowers’ existing loans under various federal higher education loan programs.
Tor the extent that Eligikle Loang in the Truast Estates for the Bonds, including
the Series 1994A Bonds, are prepaid with consolidation foans, the Authority will
realize payment of such loans earlier than projected.

Receipt of Revenuea and Recoveries of Principal con Eligible Loans in the
Trust Estates for the Bonds, including the Series 1994A Bonds, moreover, may be
delayed due to wvarious factors, including among other things: (i) borrowers
entering deferment periods due to a return teo school oxr other eligikle
conditions; {ii) forbearance being granted to borrowers; (iii} loans becoming
delinguent for perieds lenger than assumed; (iv) actual loan principal
amortization periods which are longer than those assumed based upon the current
analysis of the Authority’s student loan portfolio; and (v) the commencement of
principal repayment by borrowers at dates later than those assumed based upon
the corrent analysis of the Authority‘s student loan portfelic.

When structuring specific stated maturities, the Authority assumed neo
Eligible Loan defaults. Based on ita experience, however, the Authority expects
that defaults will occur znd, for purposes of the cash flow projections, has
assumed a default rate of 17.5% for the first year Eligible, Leans enter
repayment, z default rate of 5% for the second year of repayment, a default rate
of 2.5% for the third year of repayment and a defauit 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 =2 rate of 98% on loans firgt disbursed on
or after october 1, 1993, from the State Guarantee Agency or other Guaranter.
Although the state CGuarantee Agency or other Guarantor is obligated to make
payments of 98% or 100% to the aunthority and other lenders, the state Guarantee
Agency or other Guarantcr must then rely on reimbursement from the Secretary of
the USDE. The ability of the State Guarantee Agency or other Guarantor to meet
its claims payment obligations may ke impaired if claim payments exceed
expectations or if its Guarantee Fund is inadedquate. See the captions
"INVESTMENT CONSIDERATIONS - Financial Status of Guarantors" and "GUARANTEE
AGENCIES" and "Appendix C - THE STATE GUARANTEE AGENCY DESCRIPTIVE, STATISTICAL
AND FINANCIAL STATEMENT INFORMATION® heréfrf{l?ﬂ

-t

Changea in Federal Law

There can be no assurance that relevant federal laws, including the Higher
Educaticn Bet, will not be changed in a manner that may adversely affect the
receipt of funds by the Authority. See the captions "INVESTMENT CONSIDERATIONS —
cChanges in rFederal Law" and "THE AUTHORITY - Lending Programz™ and Appendix B -
"DRSCRIPTION OF THE FEDERAT FAMILY EDUCATION LOAN PROGRAM" herein.

Eligible Loap Portfolio Assumptions

Az of september 30, 1994, the current principal balance of Eligible Loans
in the Trust Estate for the Series 19%2a&B Bonds was $35,212,554.

The Series 1994Aa Bonds will be issued on a2 parity with the series 19292A%4B
Bonds. The authority expects to finance a current principal balance of Eligible
Loans of approximately § from the proceeds of the Series 192942 Bonds.
In addition, the Authority will contribute Eligible Loans with a current
principal balance at least equal to $ to the Trust Estate for the Series
19944 Bonds as overcollateralization and additional security for the Bonds.

The Eligible Loans in the Trust Estate for the Bonds, including the Seriss
19942 Ronds, are assumed to have approximately the following composition:

Series 1992 Series 19942
AEB Bonds Bonds

Education Loan Type
stafford (subsidized) 99 .5% 59.9%
unsubsidized stafford 0.2 9.6
SL3S 0.1 21.9Q
PLUS 0.2 9.5
consolidation MR N/A

Total i00.0% 100.0%
Loan sStatus
In—-8chool 12.5% 65.0%
Grace 3.0 10.0
Deferment 8.8 1.2
Repayment-Current 68.2 22.8
claims 2.5 1.0

Total 100.0% 100.0%
School Tyre
University = 4=Year 8l.1% 71.0%
College - 2 year 4.9 7.0
Proprietary 14.0 22.0

Total 100.0% 100.0%




Agsumed Averaée .
Repayment Term: £7.4 months 120 months

Agsumed Average
Borrower Indebtedness: 4,246 54,000

Other Assumptions

The %l-day P-Bill rate is assumed to be 5.50% and the l-year T-Bill rate
iz assumed to be 6.50%. .

For loans assumed to be crf?fﬁé%éd after Octcber 1, 1992: (i) PLUS and SLS
leoans are assumed to yield the T-Bill Rate plus 3.10%; (ii) consolidation leans
are assumed to have a weighted average return of 9.00% per annum; (iii) post
octeober 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 1,
1985 Stafford Variable Rate Loans are assumed to yield (interest plus Special
Allowance Payments) the P-Bill Rate plus 2.50% during the In-School, Grace cor
Deferment periods and the T-Bill Rate plus 3.10% at all other times.

Lags cf 30 days are assumed on all student loan principal and interest
payments from borrowers, and lags of 60 days are assumed on all federal interest
subsidy payments and Special Allowance Payments. Lags of 360 days are assumed
on all default reimbursements.

Program Expenses

The Aauthority has estimated the administrative budget relating to its
student loan portfolio {including the Eligible Loans the Prust Estates for the
Bondg, including the sSeries 1994a Bonds, based on past experience. The
Authority’s total administrative budget is allocated among its various bond
igsues based on the outstanding principal amount of student loans held under each
financing, the number of student loans acgquired, and the number of financings
outstanding. The cash flow assumpticns assume such allocation to be 0.50% per
annum of ocutstanding student lean principal in the Trust Estates for the Bonds,
including the Series 19947 Bonds. _

The cash flow assumptions assume servicing fees paid to the Anthority of
$1.75 per borrower per menth for in-school status loans; $2.90 per borrower per
month for grace status loans; £3.25 per borrower per month Ior repayment,
deferment or claim status loansg; $4.00 per borrower per month for delinguenct
repayment status leoans; and a one time $30.00 claim filing charge. These fees
are inflated 3% annwally. The cost of providing such servicing may he higher
than projected.

Invegstment. Rates

Balances in the Debt Service Reserve Fund for the Series 1992A&B Bonds are
assumed to be invested pursuant to that Collateralized Investment Agreement at
& rate of 6.40% per annum. All other funds in the Trust Estate for the Series
1992A5B Bonds are agsumed to be invested at the T-Bill asgumption as detailed
above. .

Balances in the Debt Service Reserve Fund for the Series 1994A Bonds are
agsumed to be invested in a collateralized Investment Agreement at an assumed
interest rate that is ___ bagis points above the blended annmnalized Auction Rate
on the Series 1994A Bonds. Float Balances in the Interest and Principal Accounts
of the Sinking Fund for the Series 1994A Bonds are assumed to he invested in a
gollateralized Investment Agreement at an zssumed interest rate that is
bagig pointg ahove such Anction Rate.
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Oklahoma Student Loan Authority
Student ILoan Revenue Bonds, Series 1954aA

AUCTION PROCEDURES FOR THE AUCTION RATE SECURITIES

If not otherwise defined below, capitalismed terwms used in this Appendix
have the meanings given such terms in "Appendix A - SUMMARY OF CERTAIN
DEFINITIONS AND PROVISIONS Of THE BOND RESOLUTION" heresto.

AUCTIOR AGENT MEMBERS
Existing Boldera and Potential Holders
Agent Memberg in each Auction will include:

A. "Existing Bolders" which means, for the purpose of dealing with
the Auction Agent in connection with an Auction, a Perscn who is a Broker-Dealer
ligted in the Existing Holder Registry at the cloge of business on the Business
Day immediately preceding such aAvcticn, and, for the purpose of dealing with the
Broker-Dealer in conmection with an Auction, a Person who is a Beneficial Owner
of Auction Rate Securities subject te that Auction; and

B. "potential Holders™ which means any Person (including an Existing
Holder) that is a Broker-Dealer for purposes of dealing with the Auction Agent,
and a potential beneficial owner, for purposes of dealing with a Broker-—Dealer,
who may be interested in acquiring Auction Rate Securities (or, in the case of
an Existing Holder, an additional principal amcunt cf Auction Rate securities).

Agreement to Participate in Auctions

By purchasing Auction Rate Securities, whether in an auction or ctherwise,
each prospective purchaser of Auction Rate securities or its Broker-Dealer must
agree and will be deemed to have agreed:

A. To participate in Auctlons on the terms described in the series
19942 supplemental Regolution;

B. So long as the beneficial ownership of the »Anction Rate
Securities is maintained in Book Entry form, to sell, tramnsfer or otherwise
dispose of Auction Rate Securities only pursuant to a Bid or a Sell Order (each
as defined below) in an auction or through a Broker-pealer, provided that in case
of all transfers other than thesze pursuant to an Auction, the Existing Holder
of Auction Rate Securities so transferred, its Agent Member or Broker-Dealer,
must advise the Anction Agent of such transfer;

€. To have its beneficial ownership of the Auction Rate Securities
maintzained at all times in Book Entry form for the accecunt of its Agent Member,
which in turn will maintain records of such beneficial ownership, and to
authorize such Agent Member to disclose to the Auction Agent such informaticn'
with respect to such beneficial cwnership as the auction Agent may regquest;

D. That a sell order placed by an Existing Holder will constitute
an irrevocable coffer to gell the principal amount of Auction Rate Securities
gpecified Iin such sSell order;

E. That a Bid placed by an Existing Holder will constitute an
lrrevocable offer to sell the principal amount of the Auction Rate Securities
specified in such Bid if the rate specified in such Bid is greater than, or in
some caseg egual to, the Auction Rate determined in the Auction;
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¥. That a Bid placed by & Potential BHolder will copnstitute an
irrevacable offer to purchase the principal amount, or a lesser principal amount,
of Aucticn Rate Securities specified in such Bid if the rate specified in such
Bid is less than or edgual to the auction Rate determined in the aAucticn; and

@. To tender its Auction Rate Securities for purchase at 100% of
the principal amount thereof, plus accrued but unpaid interest, on 2 Cocnversion
Date or Period Adjustment Date.

The principal amount of the Auction Rate Securities purchased or scold may
be subject to proration procedures on the Rate, pefermination Date. Each purchase
or sale of Avction Rate Securities on the; Rate Determination Date will be made
for settlement cn the first day of the Interest,period immediately following such
Rate Determination Date at a price equal to 100% of the principal amount therectf
plus acerued interest. The Aunctiaon Agent 1s entitled to rely upen the terms of
any ¢rder gubmitted to it by a Broker-Dealer,

Auction Agent; Resignation or Removal; Successor

Bankers Trust Company, Wew York, New York is appeinted in the series 1994A
supplemental Resoluticon as Initial Auction agent to serve as agent for the
authority in connection with auctions. The Trustee is directed by the Authority
to enter into the Initial auction Agent Agreement with the Initial Auction Agent.

The auction agent may at any time resign and be discharged of the duties
and cbligations created by the Seriea 19943 sSupplemental Regolution by gqiving
at least ninety (90) days notice to 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 anthority or the Registered owners of at least 66-2/3%
of the aggregate principal amount of the Auction Rate Securities then
outstanding, by an instrument signed by such Registered Owners or their attorneys
end filed with the auction Agent, the Authority, the Trustee and the Market Agent
upon at least ninety (90) days notice. Neither resignation nor removal of the
Aucticn Agent pursuant to the preceding two szentences will be effective until
and unless a sSubstitute Auction Agent hasz been appointed and has accepted such
appointment. If reguired by the Market Agent, a Substitute Auction Agent
Agreement will be entered into with a substitute Auction agent. Notwithstanding
the foregoing, the Auction Agent may termipate the Auction Agent Aqreement if,
within thirty {30) days after notifying the Trustee, the Authority and the Market
Agent in writing that it has not received payment of any Auction Agent Yee due
it in acceordance with the terms of the auction Agent Agreement, the Auction agsent
does not receive such payment.

If the Aunction Agent resigns or is removed, or is dissolved, or if the
property or affairs of the Anetion Agent are taken under the control of any state
or federal ¢ourt or administrative body becausze of bankruptey or inscolvency, or
for any ather reagon, the Trustee, at the direction of the Authority (after
receipt of a certificate from the authority confirming that any proposed
substitnte Auction Agent meets the requirements described in the immediately

succeeding paragraph below), will use its best efforts to appoint a substitute
auction Agent.

Any substitute auction Agent will be: (i) a bank or trust company duly
organized under the laws of the United States of America or any state ozx
territory thereof having its principal place of business in the EBorough of
Manhattan, City of Wew York, Wew York, or such other lccation 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} a member ¢f the daticnal assogiation
of securities Dealers, Inc. having 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 Supplemental Resoluticn and under the Auction Agent Adgreement.

The aucticon Agent is acting as agent for the autheority in connection with

Auctiong. In the absence of bad faith or negligence on its part, the auction
Agent will not be liable for any action taken, suffered or cmitted or any error
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of judgement made by it in the perférmance of its duties under the Anction Agent
Agreement and will not be liahle for any errcr of judgement made in good faith
unless the Aunction Agent will havée been negligent in ascertsining (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 suceeeding Business Dbay after each
Aunction for the auction Rate securities and will reimburse the Auction Agent upon
its request for all reasonable expenses, disbursements and advances incurred or
made by the Aucticn Agent in. accerdahre with any provision ¢f the auction Agent
hgreement or the Broker-Dealer Agréchidnts (including the reasonable compensation
and the expenses and disbursement &7 its agents and counsel). such amounts are
payable from the Revenues of thefﬁrdﬁf Estate. The Authority will indemnify and
hold harmless the Auction Agent oY’ and against any loss, liability or expense
incurred without negligence or bad faith on the auction Agentss part, arising
out of or in connection with the acceptance or administration of its agency under
the Aucticn Agent Agreement and the Broker=-Dealer aAgreements, including the
reasonable costs and expenses (including reasonable fees and expenses of its
counsel) of defending itself against any such ¢laim or liability in connecticn
with its exercise or performance of any of its duties under the series 1994A
supplemental Resolution and under the Aucticn'Agent and Broker-Dealer Agreements
and of enfereing the indemnification prov151on, provided that the authority will
not indemnify the Auction Agent as described in this paragraph for any fees and
expenses incurred by the Auction Agent in the normal course of performing its
duties under the Auction Agent Agreement and under the Broker-Dealer Agreements,
guch fees and expensez being payable ag described above.

Brokexr-pealer.

Existing Holders and Pctential Holders may participate in anctions only
by svpbmitting orders (in the manner described below) through a "Broker-Dealer”
or any other broker or dealer (each as defiped in the Securities Exchange Act
of 1934, as amended}, commercial bank or other entity permitted by law te perform
the functions required of a Brocker-Dealer set forth below which: (i) is an Agent
Member or an affiliate of:- an Agent Member; (ii) has been selected by the
authority; and (iii) has entered into a Broker-bDealer Agreement with the Auction
Agent that remains effective, in which the Broker-Dealer agress to participate
in Auctions as described in the Auctien Procedures, ag from time to time amended
or supplemented.

The Broker-Dealers are entitled to a Broker-Dealer Fee, which is payable
by the auction Agent from mopies received from the Trustee. Such Broker-Dealer
Fee is payable from the Revenues of the Trust Egtate ag provided in the sSerieas
1994a supplemental Resolution. ‘

Market Agent

under the Market Agent Agreement, and in connection with the auction Rate
Ssecurities, the “Market aAgent”, initially smith Barney Inc., will act solely as
agent of the authority and will nct =assume any obligation or relationship of
agency or trust for or with any of the Beneficial Owners of the Auction Rate
Securities. The Market Agent will receive nominal cqmpensatlon for the-
performance of its duties under the Market Agent Agreement.

AUCTION PROCEDURES
General

auctions to establishk the Auction- Rate will- be hsld on each Rate
Determination Date, except as described in the o0fficial sStatement under the
caption *"DESCRIFTION OF THE SERTES 1994A BONDS = Interest Rates on the sSeries
19943 Bonds" by application of the Auction Procedures described in the Sexies
1594 supplemental Resclution. For a pericd beginning on the date of initizal
delivery and ending: (i) on January 25, 1995 with respect to the Series 1994a-
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1 Bonds; and (iil) on May 31, 1995 with respect to the Series 1994A-2 Bonds, each
subserises of the Aunction Rate securities will bear interest at the interest rate
for such subseries determined on or zbout December 20, 1994.

Thereafter, the "Rate Determination Date" will be <the Business Day
immediately preceding the first day of each related Auction Period, other than:
(i) an anction Period which commencez on a Conversion bate; (ii) each Auction
Period commencing after the ownership of the RBuction Rate Securities is no longer
maintained in Book Entry form; (iii) each Auction Period commencing after the
occurrence and durindg the continuance of a Bayment Default; or (iv) any Auction
Period commencing less than two (2) Beaslneddrpays after the cure or waiver of
a Payment Default. Notwlithstanding the féregoing, the Rate Determination bate
for one or more auction Pericds may be changdd as described below under the
caption "CHANGES IN AUCTION TERMS". O T

Notwithstanding the foregeoing, if any subseries of the auction Rate
Securities bears interest at an auction Rate with an anction Feriod in excess
of 91-daws, the Market Agent, with the consent of an Autherized officer of the
Authority, will specify the Rate Determination Date for each Auction Peried for
such subseries of the auction Rate securities, which Rate Determinaticn Date will
not be more than ten (10) Business Days prior to the Rate Adjustment Date for
such aucticn Pericd.

calculation of Maximum Rate, All-Hold Rate and Non-Payment Rate

The Auction Agent will caleculate the Maximum Rate and the All-Hecld Rate
on each Rate Determination Date.

Upon receipt of notice from the Trustes of a2 failed conversion as described
in the Series 19943 supplemental Resolution, the Auction 2gent will calculate
the Maximum Rate as of such failed Conversion Date and give notice thereof as
provided and to the parties specified in the Auction Agent Agreement. If the
ownership of the Auction Rate fSecurities is no longer maintained in Book Entry
form, the Trustee will calculate the Maximum Rate on the Business Day immediately
preceding each Interest Paymenit Date after delivery of certificates representing
the Anction Rate Securities.

If a Payment Default has occurred, the Trustee will calculate the Non-
Payment Rate on the first day of: (i) each Interest Pericd commencing after the
cccurrence and during the continuance of such Payment Default; and (ii) any
Interest Pericd commencing less than two (2) Business Days after the cure of any
Payment Default.

The Auction Agent will determine the “"AA" Compesite Commercial Paper Rate
for each avction Pericd cther than the first auction Period; provided, that if
the ownership of the Auction Rate Securities is no longer maintained in Book
Entry form, or if a Payment Default has cccurred, then the Trustee will determine
the "BA" Composite Commercial Paper Rate for each such Interest Pericd. The
determination by the Trustee or the auction Agent, as the casze may be, of the
"RA" Composite Commercial Paper Rate will (in the azbsence of manifest errcr) be
final and binding upon the Registered Owners and all other parties. Iif
calculated or determined by the aAuction aAgent, the aunction agent will preomptly
advise the Trustee and the Authority of the "aa" Composite Commercial Paper Rate.

adjnstment in Percentages Used to Determine Maximum, All-Hald and Non-Payment
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 iIndex used in calculating the Won-Payment Rate, if any such
adjustment is necessary in the judgement of the Market agent, to reflect any
Change of Tax Law such that Auction Rate Securities bearing interest at the
Maximum Rate, the All-Bold Rate or the Non-Payment Rate in each case will have
substantially equal market values before and after such Change of Tex Law. In
making any such adjustment, the Market Agent will take the following factors,
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as in existence both befocre and after such Change of Tax Law, into account: (i)
short term taxable and tax-exempt market rates and indices of such short term
rates; (ii) the market supply and demand for short term tax—exempt securities;
(iii) yield curves for short term and long term tax-exempt securities or
cbligationg having a credit rating that iz comparable toc the Auction Rate
Securities; (iwv) general econcmie conditicons; and (v) economic and financial
fagtors present in the securities industry that may affect or that may be
relevant to the Auction Rate Securltles.

The Market Agent will .communicate its determination +to adjust the
percentage used in determining thelakl-Hold Rate, the Applicable Pexrcentages used
in determining the Maximum Rateopand: the percentage of the Index used in
caleulating the Non-Payment Ratelbymeans of a written notice delivered at least
ten (10} days prior to the Rate Determination Date on wkich the Market Agent
desires to effect the change to the anthority, the Trustee and the Auction Agent.

an adjustment in the percentages used to determine the all-Hold Rate, the
Maximum Rate and the Non-Payment Rate shall take effect on a2 Rate Determlnatlon
Date only if the Trustee has confirmed that: ‘

A, The Trustee, the huction Agent and the Authorlty have recemved
by 11:00 a.m. Eastern Time on the Business Day immediately preceding such Rate
Determination Date, a certificate from the Market Agent by teleX, telecopy or
gsimilar means, in substantially the form reguired under the Seriez 195944
supplemental Resoclution authorizing the adjustment of the percentage used to
determine the All-Hold Rate, the Applicable Percentage used to determine the
Maximum Rate and the percentage of the Index used in determining the Non-pPayment
Rate, and confirming that a Pavorable oOpinion is expected to be rece;ved w1th
respect thereto; and .

B. The Trustee and the Auctlon Agent have . rece1ved by 9:30 a.m.
Eastern Time on such Rate Determination Date a Favorable Opinion. '

€. The Trustee and the Authority have received{written confirmation
from each Rating Agency that the proposed adjustment in the percentages used to
determine the all-Hold Rate, the Maximum Rate and the Won-Payment Rate will not
adversely affect its Rating then applicable tc any of the Bonds.

Lf eny of the conditions referred to in paragraph A. above are not met,
the existing percentage used to determine the All-Hold Rate, the Applicable
Percentage used to determine the Maximum Rate and the percentage of the Index
used to determine the Non-Payment Rate will remain in effeect, and the intereat
rate on the Auction Rate sSecurities for the next succeeding Interest Period will
be determined in accordance with the auction Procedures. If the conditicn
referred 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-FPayment Rate ana the Applicahle Percentage used to determine the Maximum Rate
will remain in effect and the interest rate for the. next succeeding Interest
Period will equal the Maximum ‘Rate on the Rate Determlnatlon Date. .

suhm1981on of orders

As long as the ownership of the Aucticen Rate Securities iz maintained in
Book Entry form, an Existing Holder may sell, transfer or otherwise diaspose of
Auction Rate Securities only pursuant to a Bid or Sell order placesd in an Auction
ar through a Broker-Dealer, provided that, in the case of all transfers ather
‘than pursuant to Auctions, such Existing Holder, its Broker-Dealer or its agent
Member adviges the Auction Agent of such transfer. Prior to a Conversion bate,
Auctionsa for sach subseries of the Auction Rate Securities will bhe conducted on
each Rate Determination Date for such subseries, if there is an Auction Agent
on such Rate Determination Date, in the follow;ng manner {such procedures apply
sSeparately to each gsubseries of the Aunction Rate Securltles].

Prior to the subm1581on deadline {deflned,as 1:00 p.m, Eastern Time on any
Rate Determination Date or such other time on any Rate Determination Date by
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which Broker-Dealers are required to submit Orders to the Auction Agent as
specified by the Auction Agent from time to time)} on each Rate Determination
Date:

A. Each Existing Heolder cf Auction Rate Secuxrities may submii to
a Broker-Dealer by telephone or cotherwise information as to: (i)} the prineipal
amount of outstanding Auction Rate securities, if any, held by such Existing
Holder which such Existing Helder desires to continue to hold without regard to
the Auction Rate for the next succeeding auction Period (a "Hold oOrder ); (i)
the principal amount of Outstanding Auction Rafte Securities, if any, which such
Existing Holder offers to sell if the Auctich ,Rate for the next succeeding
Interest Period will be less than the rate per;annum specified by such Existing
Holder (a "Bid"); and/or (iii) the principal amount of outstanding Auction Rate
securitiesz, if any, held by such Existing Holder which such Existing Holder
offers to sell without regard ta the Auction Rate for the next succeeding
Interest Period (a "sell order*); and

B. oOne or more Broker-Dealers may contact Potential Eolders to
determine the principal amount of Auction Rate sSecurities which each such
Potential Holder offers to purchase, if the auction Rate for the next succeeding
Auction Periocd will not be less than the rate per annum specified By such
Potential Holder (also a "Bid").

Each Hold order, Bid and Sell Order will be an "Order". Each Existing
Holder and each Potential Holder placing an order is referred to as a »Bidder™.

subject to the provisions described below undsr the capticn "validity of
orders®, a Bid by an Existing Holder will econstitute an irrevocable offer to
gell: (i) the principal amount of outstanding Auction Rate Securities specified
in such Bid if the Auction Rate will be less than the rate specified in such Bid;
{ii) such principal amount or 2 lesser principal amount of Cutstanding auction
Rate Securities to be determined ag described below under the caption "Acceptance
and Rejection of orders*, if the Auction Rate will be equal to the rate specified
in such Bid; or (iii) such principal amount or a lesser principal amount of
outstanding Auction Rate Securities to he determined as described below under
the capticn "Acceptance and Rejection of Orders», if the rate specified therein

will be higher than the Maximum Rate apnd Sufficjent clearing Bids have not been
made.

subject to the provisions below under the caption "Validity of ¢rders",
a sell order by an Existing Holder will constitute an irreveocable cffer to sell:
{i) the principal amount of OCutstanding Auction Rate Securities spacified in such
Sell oOrder; or (ii) such principal amount or a lesser principal amount cf
Outstanding Auction Rate €ecurities as described below under the caption

"acceptance and Rejection of orders*, if sufficient Clearing Bids have not been
made.

subject to the provisions described below under the capticn "vValidity of
orders", a Bid by a Potential Helder will conastitute an irrevocable offer to
purchase: (1) the prinpcipal amount of oQutstanding aAucticn Rate Securities
specified in such Bid if the auction Rate will be higher than the rate specified
in such Bid; or (ii) such principal amcunt or a lesser principal amount of
outstanding Auction Rate Securities as deseribed belew under the ecaption

"soceptance and Rejection of orders», i1f the auction Rate is equal to the rate
specified in such Bid. .

Each Broker-Dealer will submit in writing to the Auctien Agent prior to
the Submissicn Deadline on each Rate Determination Date all orders obtained by
such Broker-bDealer and will specify with respect to each such Orgder: (i) the
name of the Bidder placing such order; (ii) the aggregate principal amount of
Anction Rate Securities that are the subject of such Order; (iii) to the extent
that such Bidder is an Existing Holder, (a) the principal amount of Auction Rate
Securitiea, if any, subject to any Hold Order placed by such Existing Holder,
(b} the prineipal amount of auction Rate Securjties, if any, subject to any Bid
klaced by such Existing Holder and the rate specified in such Bid, 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 Potential
Holder, the rate specified in such Potential Holder’s Bid.

If any rate specified in any Bid contains more than three figures tc the
right of the decimal point, the Auction Agent will round such rate up to the next
highest one-~thousandth (.00l) of one percent,

If an order or Orders covering all outstanding Auction Rate Securities held
by any Existing Holder are not“submitted te the Auction Agent prior to the
submission Deadline, the Auctidi’‘#gént will deem a Hold Order to have been
submitted on behalf of such Existilg “Holder covering the principal amount of
Outstanding Auction Rate Securit%?é héld by such Existing Holder and not subject
to an order submitted to the Aucétitn Agent. =~ \

Neither the Autheority, the Trustee nor the 2Auction Agent will be
responaible for any failure of a Broker-bealer to submit an Order to the auvction
Agernt on behalf of any Existing Holder or Potential Holder.

An Existing Holder may submit moltiple orders, of different types and
aspecifying different rates, in an Auction with respect tc Auction Rate Securities
then held by such Existing Helder. An Existing Helder that offers to purchase
additional Auction Rate Securities is, for purposes of such offer, treated as
a Potential Holder. '

‘Any Bid specifying & 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. o .

validity of Orders

If any Bxisting Bolder submits through a Broker-Dealer to the Auction Agent
ohe or more Orders covering in the aggregate more than the prinecipal amount of
outstanding Auction Rate Securities held by such Existing Holder, such oOrders
will be ccnsidered valid as follows and im the following order of prioxity:

A. Hold Orders. All Hold orders will be censidered valid, but only
up to the aggregate principal amount of outstanding Aauction 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 prineipal amount
of aucticn Rate securities held by such Existing Holdexr, the aggregate principal
amount of Auction Rate Segurities.subject to each such Hold Order will be reduced
so that the aggregate principal amcunt of Aucticn Rate securities subject to such
Hold ¢orders eguals the aggregate principal amount of Cutstanding Auction Rate
Securities held by such Exisgting Helder.

B. Bids. Any Bid will be considered valid up to an amount egqual
to the excess of the principal amcunt of outstanding Auction Rate Securities held
by such Existing Holder over the aggregate principal amount of auction Rate
Securities subject to any Hold Orders referred to above. subject to the
preceding sentence, if multiple Bids with the same rate are submitted cn behalf
of such Existing Holder and the aggregate principal amcunt of outstanding Anction
Rate Securities subject to such Bids is greater than such excess, such Bids will
be considered walid up to the amount of such excess. Subject to the two
preceding sentencea, if more than one Bid with different rates iz submitted cn
behalf of such Existing Holder, such.Bids will be considered valid first in the
ascending order of their respective rates until the highest rate iz reached at
which such excess exists and then at such rate up to the amcunt of such excess.
In any event, the amount of outstanding Auction Rate Securities, if any, subject
to Bids not valid under the provisionz described asbove will bhe treated as the
subject of a Bid by a Potential Holder at the rate therein specified. -

¢. 8ell Orders. All Sell orders will be considered valid up to the
amount equal to the excess of the principal amount of cutstanding auction Rate
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Securities held by such Existing Holder over the aggregate principal amcunt of
Auction Rate gecurities subject to Hold Orders and valid Bide referred to above.

If more than one Bid foxr Auction Rate Securities is submitted on behalf
of any Potential Holder, each Bid submitted will be a geparate Bid with the rate
and principal amcunt therein specified. any Bid or Sell Oxder submitted by an
Existing Holder covering an aggregate principal amount of Auction Rate Securities
not egqual to an Authorized Denominaticn will be redected and will be decmed a
Hold order. any Bid submitted by a Potential Holder covering an aggregate
principal amount of aAnction Rate Securities not equal to an Aunthorized
benomination will be rejected. Aany oOrder submitted irn an Auction by a Broker-
Dealer to the Avction Agent prior to the Submission Deadline on any Rate
Determination bate will be irrevecable.

A Hold order, a Bid or a sell order that hag heen determined valid pursuant
to the procedures described above is referred to as “"submitted Hold Order", a
"submitted Bid* and a *Submitted Sell Order®, respectively (collectively,
*submitted Orders*).

Determinatior of Sufficient Clearing Bids and Auction Rate

Not sarlier than the Submission Deadline on each Rate Determination Date,
the Aucticon aAgent will assemble all valid submitted Orders and will determine:

L., The excess of the total principal amount of Outstanding Auction
Rate Securities over the sum of the aggregate principal amount of Outstanding
Auction Rate Securities subject to Submitted Held orders (such excess being
hereinafter xeferred to as the "Available Auction Rate Securities"); and

B. From such Submitted Orders whether the aggregate principal amount
of ocutstanding Auction Rate Securitiez subject to submitted Bids by Potential
Holders specifying 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 hy Existing Holders
specifying one cr more rates higher than the Maximum Rate; and (ii) the aggregate
prinecipal amount of Outstanding Auction Rate Securities subject to submitted sell
orders (in the ewvent such excess or such equality exists other than because all
of the outstanding auction Rate Securities are subject teo Submitted Hold orders,
such submitted Bids by Potential Bolders described above will be hereinafter
referred to ceollectively as "sufficient Clearing Bids"); and

¢, If sufficient Clearing Bids exist, the "Winning Bid Rate" will
be the lowest rate specified in such submitted Bids such that if,

1. each such submitted Bid frem Existing Holders
specifying such lowest rate and all other submitted Bids from
Existing Holders specifying Jlower rates were zejected (thus
entitling such Existing Holders to continue to held the prineipal

amount of auction Rate gecurities subject to such Submitted Bidsy:
and

2. each such submitted Bid from Potential Holders
specifying such lowest rate and all other submitted Bids from
rotential 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 amount of oOutstanding
Auction Rate Securities which, when added to the aggregate principal amount of
outstanding Aucticn Rate Securities to be purchased by such Potential Helders

described in subparagraph 2, above, would equal not less than the Available
Auction Rate Securities.




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 thereof on the Rate
Determination bPate, and based on such determinations, the Auction Rate for the
next succeeding Interest Pericd as follows:

a. If sufficient clearlng Bids exist, that the auction Rate for the
next succeading Interest Period will be equal to the winning Bid Rate so
determined; :

B. If sufficient Clearing Bids do not exist (cther than because all
of the outstanding Auction Rate Securities are subject to Submitted Eold
orders), that the Auction Rate for the next gucceeding Interest Periecd will be
equal to the Maximum Rate; or '

C. If all ountstanding auction Rate secufities,are subject to
submitted Hold orders, that the Aunction Rate for the next succeeding Interest
Period will be egual to the All-Hold Rate. }

Neot later than the second Business Day of each auction Period, the Trustee -

will notify the Reglsterea owners of the Auction Rate Securities of the Auction
Rate for such auction Period.

acceptance and Rejection of orders

Existing Helders will continue to held the principal amcunt of auction
Rate Securities that are subject to Submitted Eold ¢Orders. sSubmitted Bids and
submitted sell orders will be aceepted or rejected, and the zuction aAgent will
take such other action az set forth below.

Sufficient clearing Bids. I1If sufficient Clearing Bids have been made, all
Submitted Sell Orders will be accepted and, sabject to the procedures described
under the caption authorized Dencminations Requirement® below, sSubmitted Bids
will be accepted or rejected as follows in the following order of priority and
all other submitted Bids will be rejdcted. .

A. Existing Holders’ Submitted Bids specifying any rate that is
higher than the Winning Bid Rate will be  accepted, thus requiring each such
Exigting Holder to sell the aggregate prineipal amount of Auction - Rate
Securities subject to such Submitted Bids; .

B. Exxsting Holders* sSubmitted Blds specifying any rate that is
lower than the Winning Bid Rate will be rejected, thus entitling each such
Exigting Holder to continue to hold the aggregate prineipal amount of auvction
Rate Securities subject te suck submitted Bids;

C. Potential Holders’ Submitted Bids specifying any rate that is
lower than the Winning Bid Rate will be accepted;

D. Each Bxisting Holder’s submitted Bid specifying a rate that is
equal to the Wlnning Bid Rate will be rejected, thus entitling such Exist;ng
Holder to continue 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 bhe greater than
the principal amount of Aucticn Rate Securities (the “remaining prineipal
amount") equal to the excess of the Available auction Rate securities over the
aggregate prlnalpal amount of Auction Rate Securities subject to Submitted Bids
described in paragraphs B. and ¢. ahove, in which event such submitted Bid of
such Existing Holder will be rejected in part and such Existing Holder will be
entitled to continue to held the principal amount of aunction Rate Securities
subject to such Submitted Bid, but only in an amount egual to the aggregate
principal amount of 2aAucticon Rate Secuarities obtained by multiplying the
remaining principal amount by a fraction, the numerator of which will be the
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principal amount of Outstanding Auction Rate Securities held by such Exizting
Holder subject to such Submitted Bid and the denominator of which will be the
sum of the principal amount of outstanding Anction Rate Securities subject to
such Submitted Bids made by all such Existing Holders that specified a rate
equal ta the Winning Bid Rate; and

E. ZXHach Potential Holder’s Submitted Bid specifying a rate that i=z
equal to the Winning Bid Rate will be accepted, but only in an amount equal to
the principal amount of Auction Rate Securities cbtained by mueltiplying the
excess of the aggregate principal amcunt of aAuction Rate Securities over the
aggregate principal amount of Auction Rate Securities subject to Submitted Bids
deseribed in paragraphs B., ¢. and D. above by a fraction, the numerator of
which will be the aggregate principal amount of oOutstanding Auction Rate
Securities subject to such sSubmitted Bid and the denominator of which will be
the sum of the principal amcunt of outstanding 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 Bides. If sufficient clearing Bids have not been
made {other than because all of the OQutstanding Auction Rate sSecurities are
subject to submitted Hold Ordera), subject to the procedures described under the
captidn “authorized Dencminations Requirement" below, submitted ¢rders will ke
accepted or rejected as follows in the follewing order of pricrity and all other
submitted Bids will be rejected.

A. Existing Bolders’ submitted Bids specifying any rate that is
equal to or lower than the Maximum Rate will be rejected, thus entitling such
Existing Holders to continue to hold the aggregate principzl amount of auction
Rate Securities subject to such Submitted Bids;

B. Potential Bolders’ submitted Bids specifying any rate that is
equal tc or lower than the Maximum Rate w1ll be accepted, and Potential Holders-’
submitted Bids specifying any rate that is higher than the Maximum Rate will be
rejected; and

C. Each Exizting Holder's sSubmitted Bid specifying any rate that
is higher than the Maximum Rate and the Submitted 8Sell order of each Existing
Holder will be accepted, thua entitling each Existing Holder that submitted any
such Submitted Bid or submitted Sell Order to sell the Auction Rate Securities
subject tc such Submitted Bid or Submitted Sell Order, hut in both cases only
in an amount of Auction Rate Securities ohtained by multiplying the aggregate
principal amount of Auction Rate Securities subject to Submitted Bida described
in paragraph B. above by a fraction, the numerator of which will ke the
aggregate principal amount of outstanding Auction Rate Securities held by such
Existing Holder subject to such sSubmitted Bid or submitted sell ¢rder and the
dencminator of which will be the aggregate principal amount of Outstanding

auction Rate Securities EﬂbjEct to all such submitted Bids and submitted sell
orders,

All Hold Orders. If all Outstanding Auction Rate Securities are subjected
to submitted Hold orders, all submitted Bids will be rejected.

Authorized Denominations Requirement. If, as a result of the procedures
described above under the capticns “sufficient Clearing Bids" and “Imsufficient
clearing Bide"”, any Existing Holder would be entitled or reguired to sell, or
any Potential EHolder would be entitled or remuired to purchase, a principal
amount of BAuction Rate Securities that is not egual to an Authorized
Dencmination, the Auction Agent will, in such manney as in its sole discretion
it will determine, round up or down the principal amount of Aucticn Rate
securities to be purchased or sold by any Existing Holder or Pctential. Eolder
so  that the principal amount cof Auction Rate Securities purchased orxr sold by
each Existing Holder or Potential Holder will be egual +to an Authorized
Denomination. If, as a result of the procedures described above regarding
Insufficient Clearing Bids, any Potential Holder would be entitled or reguired
to purchase less than a principal amcunt of Aucticon Rate Securities equal to an
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apthorized Denomination, the Auction Agent will, in suck manner as in its socle
discretion it will determine, allocate Auction Rate Securities for purchase
among Potential Holders so that only aZuction Rate Securitiesz in an Authcrized
Dencmination are purchased by any Potential Holder, even if such allocation
results in one or more cf such Potentizl Holders not purchasing any auction Rate
Securities.

Based on the results of each Auction, the Auction Agent will determine the
aggregate principal amount of Auction Rate Securities to be purchased and the
aggregate principal amount of Auction Rate Securities to be sold by Potential
Holders and Existing Holders on whose behalf each Broker-Dealer submitted Bids
or Sell orders and, with respect te each Broker-Dealer, to the extent that such
aggregate principal amount of Auction Rate Securities to be sold differs from
such aggregate principal amount of Auction Rate Securities to be purchased,
determine to which other Broker-Dealer or Broker-bDealers acting for one or more
purchasexs such Broker-Dealer will deliver, or from which Broker-Dealers acting
for cne or more sellers such Broker-bealer will receive, az the case may be,
Anction Rate Securities,

The Authority may nct submit an Order in any Auction.

Any calculation by the Auction Agent (or the Trustee, if applzcable) of
the Auction Rate, the "Aa" Composite Commercial Paper Rate, the Maximum Rate,
the all-Hold Rate and the Ncn-Payment Rate will, in the absence ©f manifest
error, be binding on all other parties.

Settlement Procedures

The auction Agent iz required to advise each Broker-bealer that submitted
an Order in an auction of: (i) the Rvuction Rate for the next Interest Period:
(ii) whether there were sufficient Clearing Bids in such Auction; and (iii) if
such Order was a Bid or Sell order, whether such Bid cr Sell order was accepted
or rejected, in whole or in part; by telephone not later than 3:00 p.m. Eastern
Time cn the Rate Determination Date. Each Broker-Dealer that submitted an Order
con behalf of a Bidder is required to then advise such Bidder of the Auction Rate
for the next Interest Period and, if such Order was a Bid or a 8ell Order,
whether such Bid or sell Order wasa accepted or rejected, in whole or in part,
confirm purchases and sales with each Bidder purchasing or selling Anction Rate
Securities as a result of the Auction and advise each Bidder purchasing or
selling auction Rate Securities as a result cf the auction to give instructions
to its Agent Member to pay the purchase price against delivery of such Auction
Rate Securitiea or to deliver such Auction Rate Securities againat payment
therefor, as appropriste. Pursuant to the aAuction Agent Agreement, the Auction
Agent will record each transfer of Awction Rate Securities .on the Existing
Holders Registry to be maintained by the anction Agent.

In acgordance with DTC’s normal procedures, on the Business Day after the
Rate Deftermination Ppate, the transactlions described above will be executed
through DTC (do long as DPC is the Securitises Depository) and the accounts of
the respective Agent Members at DTC will be debited and credited and Auction
Rate Securities delivered as neceéssary to. effect the purchages and sales of
Auction Rate Securities as determined in the Anmction. Purchazers are required
to make payment though their Agent Members in same-day funds te DTC against
delivery throucgh their agent Membera. DTC will make payment in accordance with
its normal procedures, which now provide for payment against delivery by its
agent members in immediately available fundsg.

If any Existing Bolder selling Auction Rate Securities in an Auction fails
to deliver such aAuction Rate sSecurities, the Broker-Dealexr of any person that
was to have purchased Auction Rate Securities in such Auction may deliver to
such person z principal amount of aunction Rate sSecurities that is less than the

principal amount of Auction Rate Securities that otherwise was to be purchased

by such person but in any event equal to an awnthorized Denomination. Ik such
event, the principal amount of Auction 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. Neither the Trustee nor
the Auction Agent nor the Authority 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 deliver the principal amount of
auction Rate securities or te pay for the auction Rate securities purchased or
sold pursuant to an Ruction or otherwise,

For a further description of the settlement procedures, see "Appendix G -
SETTLEMENT PROCEDURES FOR THE AUCTICON RATE SECURITIES" hereto.

AUTHORITY AND TRUSTEE WOT RESPONSIELE FOR AUCTION AGENRT,
MAREET AGERT AND BRORER-DEALER

¥either the Trustee nor the Buthority will be liable or responsible for
the actions of or failure to act by the Auction Agent, Market Agent or any
Broker-Dealer under the Series 19%4A Supplemental Resclution or under the
duction agent Agreement, the Market Agent Agreement or any Bréker-bealer
Agreement. The Trustee and the authority may conclusively rely upon any
information required te be furnished by the Anction Agent, Market Agent or any
Broker-Dealer without undertaking any independent review or investigation of the
truth or accuraey of such information.

CHRAHNGES IN AUCTION TERMS
changes in Auctian Period or Periods.

while any subseries of the Auction Rate Securities are Outstanding, the
Authority, from time to time, may change the length of one or more Auction
Periods for a subseries of the Aucticn Rate Securities in oxder tc conform with
then current market practice with respect o similar securities or o
accommodate economic and finencial factors that may affect or be relevant to the
length of the Auction Period and the interest rate borne by such subseries of
the Aucticn Rate securities (an "2unction Period Addustment”). The Anthority
will not initiate such change in the length of any Auction Period unless it has
received written confirmation f£rom each Rating Agency that the change in the
Auction Period 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 ke unreascrably withheld, not less than three (3) days nor more tkan
twenty (20) days prior to the effective date of an Auctilon Period Adjustment.
The authority will initiate an Auction Period adjustment by giving written
notice therecf in the form set forth in the Series 1994a Supplemental Resclution
te the Trustee, +the Auction agent, the Market 2aAgent and the Securities
Depository at least ten [10) days prior to the Rate Determination Date for such
Auction period.

Any such 2ucticn Period adjustment will net be less than seven (7) days
nor more than ninety-one (91) days or a period of sixz (6) months, nine (9)
months or one (1) year. =zZf any such Auction Period adjustment will result in
an auction Period of less than twenty-eight (28) days, the notice described
above will be effective only if it is accompanied by a written statement of the
Trustea, the Auction Agent and the Securities Depository to the effect that they
are capable of performing their duties, if any, under the Series 19%4a
supplemental Resolution, the Ruction Agent Agreement and any Broker-Dealer
Agreement with respect to such changed auction Period.

A change in the length of any Auction Periocd will not be allowed unless
sufficient clearing Bids existed a2t hoth the Auction immediately preceding the
date on which the notice of the proposed change was given as described above and
the Zucticn immediately preceding the proposed change.

The change in length of one or more Auction Periocds for any subseries of

the Auction Rate Securities will take effect only if: (i) the Trustee and the
Auction Agent receive, by 11:00 a.m. Eastern Time on the Busginess Day before the
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Rate Determination Date for the first such aucticn Peried, a cexrtificate from
the authority authorizing an Auction Period Adjustment specified in such
certificate; and (ii) sufficient clearing Bids exist at the Auction on the Rate
Determination Date for such first Auction Period. If the condition referred to
in (i) above iz not met, the Auction Rate will bhe determined pursuant to the
Auction Procedures and the Auctior Period will be the Auction Period determined
without reference to the proposed change. If the condition referred +o in (1)
above is met, but the condition referred to in (ii) above is pot met, the
Auction Rate will be the Maximum Rate and the Auction Feriod will ke the Auction
Period determined without reference to the proposed change. -

A change in the length of cne or mere Auction Periods will not be allowed
unless the Authority receives confirmation from each Rating Agency rating the
Serieg 1994A Bonds at the request of the Authority that such change in Auction
Period will not adversely affect its Rating then applicable tec any Series 19%4a
Bonds.

Changes in the Rate Determination Date

So long as any subseries of the Auction Rate Securities bears interest at
an Auction Rate, the Market Agent, with the written consent of the authority,
may specify an sarlier Rate Determination Date (but in no event more than five
(5) Bueinesg Days earlier) than the Rzte Determination Date that would otherwise
ke determined in accordance with the definition of *Rate Determination Date* in
"Appendix A = SUMMARY OF CERTAIN DEFINITIONS ANKD FPROVISIGNS OF THE BOND
RESOLUTION" hereto with respect to one or more specified Auction Periods in
order to conform with then current market practice with reaspect to similar
securities or to accommodate eccnomic and financial factors ‘that may affect or
be relevant to the day of the week constituting a Rate Determination Date and
the interest rate borne on the auction Rate Securities. The 2uthority will not
consent to such change in the Rate Determination Date unless the Anthority has
received from the Market Agent not less than three (3) days nor more than twenty
(20) days prior to the effective date of such change a written request for
congent together with a certificate demonstrating the need for change in
reliance on such factors. The Market Agent will provide notice of its
determination te specify an earlier Rate Determination Date for cone or more
Auction Periods by meansz of a written notice delivered at least ten (10) days
prior to the proposed changed Rate Determination Date o the Trustee, the
Auction Agent, the Auvthority and the Securities Depository. such notice will
be substantially in the form of, or contain substantially the information
contained in, the Series 1994a Supplemental Resolution.

The changes in Auction terms described above may be made with respect to
any subseries of the Auction Rate Securities (but in sunch latter case separate
notices will be prepared and delivered as provided above and, with respect to
changes in the length of Auction Periods, the conditions gpecified above will
be applied to each subseries separately). In connection with any change in
Auction Terms described above, the Auction Agent will provide sach further
notice to such parties as is specified in the Auction Agent Agreement.

changes in the Interest Payment Dates

The Authority may change the Interest Payment Date with respect to a
subgeries of the Auction Rate Securities to or from semi-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 market practice with respect to
similar securities or to accommodate econcmic and financial factors that may
affect or be relevant to the dates on which interest should be paid and the
interegt rate borne on the Auction Rate Securities. The Authority will not
initiate such change in the Interest Payment Date unless it has received the
written consent of the Market Agent, which comnsent will not be unreasonably
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 auction Rate Securities by
giving written notice to the Trustee, the auction Agent, the Market Agent and
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the Securities Depository in substantially the form of, or containing
subatantially the information contained in, the Series 19942 Supplemental
Resoluticn 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 Securities will not be allowed unlesa Sufficient Clearing Bids existed at
both the aAuction for such subseries of the Aauction Rate Securities before the
date on which the notice of the proposed change was given as provided in the
serieg 1994R supplemental Resolution and the auction for such subseries of the
Auction Rate Securities immediately preceding the proposed change.

[Thig space left blank intentionally]
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Appendix G
Oklahoma Student ILoan Authority
Stndent Loan Revenne Bonds, sSeries 1934a

SETTLEMENT PROCEDURES FOR THE AUCTION RATE SECURITIES

If not otherwise defined below, capitalized term2 wsed in this Appendix
have the meanings given such terms in "Appendix A - SUMMARY COF CERTAIN
DEFINITIONS AND PROVISIONS OF THE BOND RESCLUTION" hereto, '

Notice to Broker-bDealers of Aauction Results

Not later than 3:00 p.m. Eastern Time on each Rate Determination Date, the
Auction Agent will notify by telephone each Broker-Dealer that participated in
the Aucticn held on such Rate Determination Date and submitted an Order on behalf
of an Existing Holder or Potential Holder of:

A. The Auction Rate fixed for the next Interest Periocd;
B. Whether there were gSufficient Clearing Bids in such Auction;

¢. If such Broker-Dealer (a "seller‘s Broker-Dealer”) submitted Bids
or Sell orders on behalf of an Existing Holder, whether such Bid or Sell Order
wag accepted or rejected, in whole or in part, and the principal amount of
Auction Rate Securities, if any, to ke sold by such Existing Holder;

D. If such Broker-Dealer {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, and the principal amount of Auction Rate Securities, if any,
te be purchased by such Potential Holder:

E. If the aggregate amount of Auction Rate Securities to be gold
by all Existing Holders on whoase behalf guch Sellerrs Broker-Dealer submitted
Bids or s$sell oOrders exceeds the aggregate primcipal amount of Auction Rate
Securities to be pnrchased by all Potential Holders on whose behalf such Buyer‘a
Broker-Dealer submitted a Bid, the name or names of one or more Buyer’s Broker-
Dealers (and the name of the Agent Member, if any, ¢f each such Buyer’s Broker-
Dealer) acting for one or more purchasers of such excess principal amount of
Auction Rate Securities and the principal amcunt of Auction Rate Securities to
be purchased from cne or more ExXiating Holders on whose behalf such Seller’s
Broker-pDealer acted by one or more Potential Holders on whose kbehalf each of such
Buyer ‘s Broker-Dealers acted;

F. 1f the principal amount of Auction Rate Securities teo be
purchased by all Potential Holders on whose behalf such Buyer’s Broker-Dealer
submitted a Bid exceeds the amount of Aucticn Rate securities to be scld by all
Exipting Holders on whose behalf such Seller‘s Broker-Dealer submitted a Bid or
a Sell order, the name or names of one or more Seller’s Broker-Dealers (and the
name of the Agent Member, if any, of each suech Seller’s Broker-Dealer) acting
for one or meore sellers of such excess principal amount of BAuction Rate
Ssecurities and the principal amount of Auction Rate Securities to be sold to one
or more Potential Holders on whose behalf such Buyer‘’s Broker-Dealer acted by
one or more Existing Holders on whose behalf each of such Seller‘s Broker—
Dealers acted;

G. Unless previounaly provided, a list of all applicable Aucticn
Rates and related Interest Periods (or port;cns thereof) since the last Interest
Payment bate; and

E. The Rate Determination Date for the next succeeding'auctiqn.




Obligations of Broker-Dealer

on each Rate Determination Date, each Broker-bealer that aubmitted an Order
on behalf of any Existing Holder or Potential Holder will:

A. Advise each Existing Holder and Potential Holder on whose behalf
such Broker-Dealer submitted 2 Bid or sell order in the Ruction on such Rate

Determination Date whether such Bid or sell order was accepted or rejected, in
whole or in parts

B. In the case of a Broker-Dealer that is a Buyer‘’s Broker-Dealer,
advise each Potential Holder on whose behalf such Buyer-’s Broker-Dealer submitted
a Bid that was accepted, in whole or in part, to instruct guch Potential Holder‘s
Agent Member to pay such Buyer’s Broker-Dealer {or its Agent Member) through the
Securities Depository the amount necessary, including accrued interesi, if any,
to purchase the principal amount of the Auction Rate Securities to be purchased
pursuant to such Bid against receipt of such auction Rate Securities:;

C. In the case of a Rroker-Dealer that iz a seller's Broker~Dealer,
instruct each Existing Holder on whose behalf such seller’s Broker-Dealer
submitted a Sell order that was accepted, in whole or in part, or a Bid that was
accepted, in whole or in part, to instruct such Exiating Holder’s Agent Member
to deliver tec such sSellerrsz Broker~Dealer (or its Agent Member) through the
Securities Depository the principal amount of auction Rate Securities to be sold
pursuant to such Oorder againsi payment therefor;

D. EAdvise each Existing Holder con whose behalf such Broker-bDealer
submitted an order and each Potential Holder on whose behalf such Broker-Dealer
submitted a Bid of the Auction Rate for the next Interest Period:

E. Advigse each Existing Holder on whose behalf such Broker-Dealer
submitted an order of the next Rate Determination Date; and

F. 'Advise each Potential Holder on whoszse behzlf such Broker-Dealer
submitted a Bid that was accepted;, in whele or in part, of the next Rate
Determination Date for such subseries of the Auction Rate Securities.

Allocations By Broker-bealer

on the basig ¢f the information provided te it pursuant te information
under the caption "Notice to Broker-Dealers of Aucticn Results" above, each
Broker-Dealer that submitted 2 Bid or Sell order in an auction is required to
allocate any funds received by it in conrectieon with such Auction pursuant to
paragraph B. under the caption r"obligatione of Brcker-Dealer" above, and any
Auction Rate Securities received by it in comnection with such Auction pursuant
to paragraph C. under the caption "thligations of Broker-bBealer" above, among
the Petential Holders, 1f any, on whose behalf such Broker-Dealer submitted Bids,
the Existing Holders, if any on whose behalf such Broker-Dealer submitted Bids
or sell orders in such Auction, and any Broker-Dealers identified te it by the
Ructicn Agent following such Auction pursuzant te paragraph E. or ¥. information
undex the caption "Notice to Broker-Dealers of Auction Results" above.

On each Rate Determinaticn Date:

A. Each rotential Holder and Existing Holder with an Order in the
Auction on such Rate Determination Date will instruct its Agent Member as
provided in paragraph B. or c. under the caption "obligations of Broker-bDealer®
above, as the case may be;

B. Each sellex’s Broker-Dealer that is not an Agent Member of the
Securities Depository will ingtruet its Agent Member to: (i) pay through the
Securities Depository to the aAgent Member of the Existing Holder delivering the
Auction Rate securities to such Broker-Dealer following such Auction pursuant
to paragraph € under the caption "Obligations of Broker-Dealer" above the amount
necegsary, including accrued interest, if any, to purchase such Auction Rate
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Securitieg against receipt of such Auction Rate Securities; and (ii) deliver such
Auction Rate Securities through the sSecurities bpepository to a Buyer’s Broker-
Pealer (or itm Agent Member) identified to such Sellerss Broker-bealer pursuant
to paragraph E. under the caption "Notice to Broker-Dezlers o¢f Auction Results*
above against payment therefor; anpd

C. Each Buyer‘s Broker-Dealer that is not an Rgent Member in the
Securities Depository will instruct its Agent Member to: (i) pay through the
Securities Depository to Seller’s Broker-Dealer (or its Agent Member) identified
following such auction pursumant to paragraph ¥F. under the caption "Wotice to
Broker-Dealers of aAuction Rates" above the amcunt necessary, including accrued
intereast, if any, to purchase the Auction Rate Securities to be purchased
pursuant to paragraph B. under the c¢aption "ohligations of Broker-Dealer” above
against receipt of such Auction Rate Securities to be purchased pursuant to such
paragraph againat receipt of such Aucticn Rate Seecuritiea; and (ii) deliver guch
Auction Rate securities through the securities Depository to the agent Member
of the purchaser againat payment therefcr.

Broker-pealer Instructions to Securities Depository
On the Business Day following each Rate Determination Date:

A. Each Agent Member for a Bidder in the aAuction on such Rate
Determination Date referred to in paragraph A. under the capticn "Allocations
by Broker-pDealer" above will instroct the sSecurities Depository to execute the
transactions described under paragraph B. or €. under the caption "Okbligations
of Broker-pealer* above for such Auction, and the Securities Depository will
execute such transactions;

B. Each Seller’s Broker-pealer or its Agent Member will instruct
the Securities Depository to execute the transactions described in paragraph B.
under the capition "Allecations by Broker-Dealer" above for such Auction, and the
Securities Depository will execute such transactions; and

¢, Each Buyer’s Broker-Dealer or its Agent Member will instruct the
secnrities Depository to execute the ftransactions deseribed in paragraph C.
under the caption "allocations by Broker-Dealer" above for such auvction, and the
Securities Depository will execute such transactions.

Existing Holderfs Failure to Deliver

If an Existing Holder selling Auction Rate Securities in an Anction fails
te deliver such Auction Rate Securities (by authorized bock entry), a Broker-
Dealer may deliver to the Potential Holder on behalf of which it submitted a2 Bid
that was accepted a principal amount of aAunction Rate Securities that is less
than the principal amount of Auction Rate Securities that otherwise was to he
purchased by such Potential Helder. In such event, the pripcipal amount of
Auction Rate gSecurities to be so delivered will be determined selely by such
Broker-Dealer (but only in denominations of $100,000 and integral multiples
thereof). Delivery of such lesser principal amount of Auction Rate Securities
will constitute good delivery. Notwithstanding the foregoing terms of this
paragraph, any delivery or nondelivery of Auction Rate Securities which will
represent any departure from the results of an Auction, as determined by the
Aunction Agent, will be of no effect unlese and until the Auction Agent has been
notified of such delivery or nondelivery in accordance with the provisions of
the Anction Agent Agreement and the Broker-Deazler Agreements. Neither the
Trustee nor the Auction Agent nor the Autherity will have any responsibility or
liability with respect to the failure of a Potential Holder, Existing Heolder 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 Securities purchased
or sold pursuant to an Auction or otherwise.
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Appendix H

FORM OF OPINION OF BOND COUNSEL

Upcn delivery of the Oklahoma Student Loan Authority, Student Loan Revenue
Bonde, Series 19%94A, Kutak Rock, as Bond Counsel, proposes to issue its approving
opinion regarding the 1994A Bonds in substantially the following form:

December , 1994

Oklahoma Student Loan duthority
Oklahoma City, Oklahoma

Smith Barney Inc.
New York, New York

£32,200,000
Oklahoma Student Loan ARuthority
Student Loan Revenue Bonds
Series 1994A

Ladies and Gentlemen:

We have acted as Bond Counsel to the Oklahoma Student Loan Authority (the
"Authorlty"), an express trust duly created and established for public purposes,
pursuant to a Trust Indenture dated as of the 2nd day of August, 1972 (the "Trust
Indenturae") executed under the authority of and pursuant to, and duly organized
and existing under the provisions of, the Constitution and the laws of the State
of Oklahoma (the “"State"), ineluding particularly, the provisions of Title 70,
Oklahoma Statutes, 1991, Sections 695.1 et seq., as amended, and Title 60,
pklahoma Statutes, 1891, Sections 176 et sag., as amended (collectively referred
to herein as the "Act"), in connection with the authorizaticn, sale, issuance and
delivery of §32,200,000 aggregate principal amount of its Student Lean Revenue
Bondg, Serieg 1994A-1 and Serige 1994A=2 (collectively, the "Series 19942
Bonds").

The Series 1994A Bonds are issued under and pursuant to the Act and {i) =2
resolution of the Authority entitled "General Resoluticn of the Trustees of the
Oklahoma Student Loan Authority pertaining to the issuance of Debt Obligatians
with rezpect to its State Student Loan Program III" adopted on June 25, 1991, as
amended and supplemented by the First Supplement to General Resclution adopted
on October 28, 1994 (collectively, the "ceneral Resclution™), as further amended
and supplemented by a Series 1992 A and Series 1992 B Supplemental Band
Ragolution .- adopted HNovember 6, 1592 (the "Series 1992A&B Supplemental
Resolution"), (ii} the Series 1994A Supplemental Bond Resolution adopted by the
Trustees of the Authority on December __ , 1994 (the "Series 1994A Supplemental
Resolution™), and (iii) a Trust Agreement, dated as of December 1, 1994 (the
"Trugt Agreement™), by and between the Authority and Boatmen’s Firgt National
Bank of Oklahoma, Oklahoma City, Oklahoma, as trustee thereunder (the "Trustee”).
The Seriea 19942 Bonds are issued for the purpose of providing funds, which
together with other legally available funds, will be used by the Authority (i)
toe provide funds te finance Eligible Leans, {(ii) to fund capitalized interest,
{iii} to fund the Debt Service Reserve Requirement for the Series 1994A Bonds and
{iv) to pay the costs related to the issuance of the Series 19942 Bonds. The
General Resolution, the Series 1992A&B Supplemental Resclution and the Series
19%4a Supplemental Resolution are ecollectively referred to herein as the
"Resolutions.” Capitalized terms usged, 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 otherwise.
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The Series 1984A Bonde are dated, mature on the dates and in the principal
amounte, bear interest, are payable, are subject to redemption and to mandatory
tender for purchase prior to maturity and have such other terms and conditions
as provided in the Resolutions. The Serjies 19942 Bonds are issued under the
Resclutions on a parity with the Authority’'s $3%,670,000 outstanding aggregate
principal amount of Student Loan Revenue Refunding Bonds, Series 1992 A and
Series 1992 B (the "Series 1992 Bonds"}; the Resolutions provide for the issuance
of Additional Bonds thereunder in the future to be secured on a parity with the
Series 1994A Bondsz, the Series 1992 Bonds and any other Additional Bonds issued
under the Regolutions.

In our 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 to the authorization, sale,
isguance and delivery of the Series 1994A Bonde, including originals or copies,
certified or otherwise identified to our satisfaction, of (i) the Trust
Indenture, (ii) the Resclutions, {(iii)} the Trust Agreement, (iv) the Tax
Regulatory Agreement dated ae of December 1, 1994, between the Authority and the
Trustee, and (¥) such cother documents, records and certificates as we have deemed
relevant and necessary in rendering the opinions expressed herein. As to
gquestions of fact material to our opinion, we have relied upon the
repregentations and covenants made on behalf of the Authority and certifications
of public officials and other parties involved in the issuance of the Series
1994A Bonds (including certifications as to the use of the proceeds of the Series
1594A Bonds) without undertaking to verify the same by independent investigation.

We also have relied upon the opinion, dated this date, of counsel to the
Trustee with respect to the due organization and good standing of the Trustee,
the corporate power of the Trustee €0 enter into and the due authorization,
execution and delivery of the Trust Agreement and that the same congtitutes the
legal, valid and binding cbligation of the Trugtee.

We have not passed upon any makters relating to the business, properties,
affairs or condition, finaneial or otherwise, of the Authority and ne inference
should be drawn that we have expressed an opinicn on matters relating to the
financial ability of the Authority to perform its cobligations under Series 19942
Bonds and the documents described herein.

Based upon and subject to the foregoing, we are of the opinion that as of
the date hereof and under existing law:

1. The Authority is an expreszes trust duly created and estahlished for
public purpozes, pursuant to the Trust Indenture executed under the aukhority of
and pursuant to the Act, and hag full power and authority to issue the Series
19942 Bonds and to adopt the Resolutions and enter into the Trust Agreement and
the other documents contemplated thereby and perform its cbligations thereunder.

2. The Resolutions, the Trust Agreement and the Tax Regulatory ARgreement
have been duly authorized, executed and delivered, are in full forece and effect
and constitute legal, valid and binding agreements of the Authority enfeorceable
in accordance with their terms.

3. The Series 1994A Bonds have been duly authorized and isasued by the
RButhority, are entitled to the benefits of the Resolutiong and are wvalid and
binding limited and special revenue obligations of the Authority secured, on a
parity with the Series 1992 Bonds and any Additional Bonds hereafter issued, by
and payable sclely .from the revenues, funds and acecunts of the Authority pledged
as the trust estate therefor pursuant to the Resolutions. The Series 12943 Bonds
do not conetitute or create an obligation (general or gpecial), debt, liability
or moral, obligation of the State of Oklahoma or any political subdivision thereof
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and neither'the faith and credit nor the taxing power of the State of Oklahoma
or any political subdivision thereof ie pledged to the payment of the principal
of, premium, if any, or interest on the Series 1994A Bonds.

4. Under existing laws, regulations, rulings and judicial decisions,
interest on the Series 1994A Bonds ie excludable from gross income of the
recipients thereof for federal income tax purposes. We are further of the
opinion that interest on the Series 1994A Bonds is a specific preference item far
purpopes of the federal alternative minimum tax applicable to individuals and
corporationg undexr the Internal Revenue Code cof 1986, as amended (the “"Code™}.

The opinions set forth in the foregoing paragraph are subject to continuing
compliance by the Authority with the covenants relating to the provisicons of the
Code contained in the Reseolutions and by the Authority and the Trustee with such
covenants contained in the Tax Requlatory Agreement. Failure to comply with such
covenants could cause the interest on the Series 1994A Bonds to be included in
gross income of the recipients thereof for purpases of federal income taxation
retreoactively to the date of issuance of the Series 1994A Bonds.

We express no opinieons regarding any other consequences affecting the
federal income tax liability of a recipient of interest on the Series 13943
Bonds,

The Series 1994A Bends are being issued as Auction Rate Securities (a
Service Mark of Smith Barney Inc.) and, purguant to the provisions of the Series
19944 Supplemental Resoluticon, the interest rate on the Series 1994A Bonds may
be converted to a Fixed Rate or te a Variable Rate upon the satisfaction of
various conditions, one of which is the delivery at such time of an opinion of
Bend cCounsel to the effect that such conversion will not, of itself, cause
interest on the Series 1954A Bonds to become included in gross income of the
raecipients thereof for federal income tax purposes. We express no opinion as to
any Series 15947 Bond or the interest thereon if any such conversion is taken
pursuant to an cpinion furnished by any other bond counsel.

5. Pursuant te the Act, the Series 1994A EBonds and the income therefrom
are exempt from taxation in the State.

The opinions expressed above with respect to the enforceability of the
Series 1994A Bonds and the documents described herein are qualified to the extent
that the enforceability thereof may ke limited by bankruptcy, insolvency,

reorganization, moratorium and other laws relating to or affecting creditors-’

rights generally heretofore or hereafter enacted, by the application c¢f general
Principles of equity, and by the exercise of judicial discreticn in appropriate
Cases.

For the purposee of this opinion, cur services as Bond Counsel have not
extended beyond the examinations and expressions of the concluzions referred to
above. The opinions expressed herein are based upon existing law as of the date
hereof and we express no opinion herein ag of any subsequent date or with respect
to any pending legislation.

Respectfully submitted,
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