NEW ISSUE RATINGS: Fiich Ratings: AAA
BOOK-ENTRY ONLY Standard & Poor’s: AAA
(See the caption “RATINGS” herein)

In the opinion of Wohlforth, Johnson, Brecht, Cartledge, & Brooking, PC., Bond Counsel, based on an analysis of existing
statutes, regulations, rulings, and court decisions, and assuming, among other things, compliance by the Corporation with its
covenants relating fo certain requirements contained in the Internal Revenue Code of 1986, as amended, interest on the 2005 Bonds
is not includable in gross income of registered owners thereof for federal income lax purposes. However, interest on the 2005 Bonds
is a specific preference item for purposes of the federal individual and corporate alternative minimum taxes. Bond Counsel expresses
no opinion regarding any other tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on,
the 2005 Bonds. Interest on the 2005 Bonds is exempt from taxation by the State of Alasha except for inheritance and estate taxes and
taxes on transfers by or in contemplation of death. See "TAX EXEMPTION.”

$58,250,000
ALASKA STUDENT LOAN CORPORATION

Education Loan Revenue Bonds, Senior 2005 Series A

Amounts, Maturities, Interest Rate and Yields

Due Prinecipal Interest CUSIP No, Due Principal Interest CUSIP No.
June 1 Amount Rate Yiel 011855 June 1 Amount Rate Yields 011855

2008 $2,000,000 4.00% 3.230% AP8 2014 $6,500,000 5.00% 4.070% AVS
2009 3,500,000 4.50 3.400 AQS 2015 6,500,000 5,00 4.150 AW3
2010 4,500,000 5.00 3.580 AR4 2016 6,500,000 5.00 4.267 AX1
2011 6,500,000 5.00 3.750 AS2 2017 5,000,000 5.00 4.348 AY9
2012 6,500,000 5.00 3.900 ATO 2018 4,250,000 5.00 4.419 AZ8
2013 6,500,000 5.00 4,000 AU7

Dated: Date of Delivery

The Education Loan Revenue Bonds, consisting of $58,250,000 Education Loan Revenue Bonds, Senior 2005 Series A (the
“2005 Bonds”) are being issued by the Alaska Student Loan Corporation (the “Corporation™} in fully registered form only, without
coupens. The 2005 Bonds are issuable only as fully registered bonds and when issued, shall be registered in the name of Cede & Co.,
as nominee of The Depository Trust Company, New York, New York (*DTC"}. DTC will act as securities depository for the 2005
Bonds. Individual purchases of interests in the 2005 Bonds will be made in hook-entry only form. Purchasers of beneficial ownership
interests will not receive certificates representing their beneficial ownership interests in the 2005 Bonds. The 2005 Bonds are heing
issued in denominations of $5,000 or any integral multiple thereof within a maturity.

The 2005 Bond proceeds, together with other available funds of the Corporation, will be used to (i) finance Education Loans for
eligible horrowers to {fund a portion of their postsecondary education costs whether in or out of State, (ii) make a Capital Reserve
Fund deposit, and (iii) pay 2005 Bond issuance costs.

The 2005 Bonds are being issued pursuant to the Master Indenture, as heretofore and hereafter amended and supplemented,
dated as of June 1, 2002 (the “Master Indenture”) between the Alaska Student Loan Corporation {the “Corporation”) and U.S. Bank
National Association, Seattle, Washington, as successor trustee (the “Trustee”) and a Fourth Supplemental Indenture dated as of
July [, 2005 by and hetween the Corporation and the Trustee (the “Fourth Supplemental Indenture,” and together with the Master
Indenture, the “Indenture”). The 2005 Bonds will be the fourth series of Bonds issued under the Master Indenture. Previous series
of Bonds have been issued under the Master Indenture and Supplemental Indentures and, as of the date of this Official Statement,
are currently outstanding in the principal amount of $256,465,000. See “INTRODUCTION” herein.

The 2005 Bonds will bear interest from their date of delivery, until payment of principal has been made or provided for, at
the rates set forth above, payable on June 1 and December 1 of each year, commencing December 1, 2005 until maturity or earlier
redemption.

The 2005 Bonds are subject to opticnal redemption prior to their scheduled maturity as deseribed herein.

Investment in the 2005 Bonds involves risk to the Bondowner. Each prospective investor should read this entire Official
Statement, including the Appendices hereto, and should give particular attention to the section entitled “CERTAIN INVESTMENT
CONSIDERATIONS.”

THE 2005 BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE CORPORATION AND ARE PAYABLE SOLELY
FROM THE REVENUES, ASSETS AND FUNDS PLEDGED THEREFOR UNDER THE INDENTURE. IN ADDITION, THE
2005 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS OR OTHER LIABILITY OF THE STATE OF ALASKA OR OF ANY
POLITICAL SUBDIVISION THEREOF, EXCEPT THE CORPORATION, OR A PLEDGE OF THE FAITH AND CREDIT OF THE
CORPORATION, THE STATE OF ALASKA OR ANY POLITICAL SUBDIVISION THEREOFE ISSUANCE OF THE 2005 BONDS
DOES NOT DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATE THE STATE OR A POLITICAL SUBDIVISION OF
THE STATE TO APPLY MONEY FROM, OR LEVY OR PLEDGE, ANY FORM OF TAXATION TO THE PAYMENT OF THE 2005
BONDS. THE CORPORATION HAS NO TAXING POWER.

The 2005 Bonds are offered when, as, and if issued and received by the Underwriter, subject to prior sale, withdrawal or
modification of the offer without notice, and subject to the approving legel opinion of Wohlforth, Johnson, Brecht, Cartledge, &
Brooking, PC., Anchorage, Alaska, Bond Counsel. Certain legal matters will be passed upon for the Corporation by the Attorney
General of the State of Alasha and for the Underwriter by Ballard Spahr Andrews & Ingersoll, LLE Salt Lake City, Utah. It is
expected that the 2005 Bonds in definitive form will be available for delivery through the facilities of DTC by Fast Automated
Securities Transfer on or about July 28, 2005.

RBC Dain Rauscher

July 19, 2006



No dealer, broker, salesman, or other person has been authorized by the Corporation or the Underwriter to give any
information or to make any representations, other than those contained in this Official Statement, and, if given or made,
such other information or representations must not be relied upon as having been authorized by either the Corporation or
the Underwriter. This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy, nor is there
authorized to be any sale of the 2005 Bonds by any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation, or sale. This Official Statement is not to be construed as a contract with purchasers or
registered owners of the 2005 Bonds.

The information set forth in this Official Statement has been provided by the Corporation and other official sources, all
of which are believed to be reliable. The information and expressions of opinion in this Official Statement are subject to
change without notice, and neither the delivery of this Official Statement nor any sale made hereunder will, under any
circumstances, create any implication that there has been no change in the affairs of the Corporation or that the other
information or opinions arc correct as of any time subsequent to the date of this Official Statement. Such information and
expressions of opinion are made for the purpose of providing information to prospective investors and are not to be used
for any other purpose or relied on by any other party.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information in this Official Staternent in accordance with, and as part of, its responsibility to investors under
the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does not
guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THIS OFFERING OF THE 2005 BONDS, THE UNDERWRITER MAY OVER ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 2005 BONDS
OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED,MAY BE DISCONTINUED AND, IF DISCONTINUED, THEN
RECOMMENCED AT ANY TIME.

UPON ISSUANCE, THE 2005 BONDS WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, AND WILLNOTBELISTED ON ANY STOCK OR OTHER SECURITIES EXCHANGE. NEITHER THE
SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER FEDERAL, STATE, OR OTHER
GOVERNMENTAL ENTITY OR AGENCY HAS PASSED UPON THE ACCURACY OR DETERMINED THE
ADEQUACY OF THIS OFFICIAL STATEMENT OR APPROVED THE 2005 BONDS FOR SALE. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. THE INDENTURE WILL NOT BE
QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED.

This Official Statement is submitted by the Corporation in connection with the sale of the 2005 Bonds referred to herein
and may not be reproduced or used, in whole or in part, for any other purpose.
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SUMMARY STATEMENT

(This Summary Statement is subject in all respects to the more
complete information contained elsewhere in this Qfficial Statement,)

No person is authorized to detach this Summary Statement from this Official Statement or to otherwise use it without
this entire Official Statement.

Definitions

Capitalized terms not otherwise defined in this Summary Statement shall have the meanings given to such terms
elsewhere in this Official Statement, including the Appendices attached hereto.

The Corporation

The Alaska Student Loan Corporation (the "Corporation"} is a public corporation and governmental
instrumentality within the Department of Education and Early Development of the State of Alaska (the "State™), but having
a legal existence independent of and separate from the State. The Corporation was created by State law in 1987,

The 2005 Bonds

The Corporation's $58,250,000 aggregate principal amount of Education Loan Revenue Bonds, Senior 2005
Series A (the "2005 Bonds”) are being issued as fixed rate bonds and are to mature in the amounts and on the dates and
bear interest at the rates all as set forth on the cover page of this Official Statement,

Purpose of the 2005 Bonds

The proceeds of the 2005 Bonds will be used (i) to finance Education Loans made to eligible borrowers to fund
a portion of their postsccondary education costs, whether in or out of the State, (1i) to make a Capital Reserve Fund deposit,
and (iii) to pay the 2005 Bonds issuance costs.

Interest Payments

The 2005 Bonds will bear interest from their date of delivery, until payment of principal has been made or
provided for, at the rates set forth on the cover of this Official Statement, payable on June 1 and December 1, commencing
December 1, 2003, until maturity or earlier redemption.

Security for the 2005 Bonds

The 2005 Bonds are secured by and are payable solely from the Trust Estate created by the Indenture. The Trust
Estate includes Education Loans acquired with moneys held under the Indenture, Bond proceeds (until used as provided
in the Indenture) and Pledged Receipts on deposit in certain of the funds and accounts established under the Indenture.
See "SECURITY FOR THE BONDS."

Education Loans

The term Education Loans includes both Alternative Loans and FFELP Loans. Aliernative Loans include
Supplemental Education Loans, Family Education Loans and Teacher Education Loans. The Alternative Loans are
deseribed herein under "DESCRIPTION OF ALTERNATIVE LOANS." FFELP Loans include several different
cducational loans governed by the Higher Education Act, including Federal Family Education Loans, Subsidized Stafford
Loans, Unsubsidized Stafford Loans, PLUS Loans and FFELP Consolidation Loans (collectively, the "FFELP Loans").
The FFELP Loans are described herein under the caption "DESCRIPTION OF FEDERAL FAMILY EDUCATION LOAN
PROGRAM."



The Alaska Comnssion on Postsecondary Education (the "Commission") is an "eligible lender" under Title IV
of the Higher Education Act of 1963, as amended.

The Corporation expects to use proceeds of the 2005 Bends to finance only Alternative Loans.
Priorities by Class

The 2005 Bonds will be issucd as Class I Bonds and will be payable on an equal priority with all other Bonds
of'the same Class outstanding. The Corporation reserves the right to issue additional Classes of Bonds in the future as well
as additional Class I Bonds.

The Indenture provides that Bonds of each series must be designated a priority or priorities by Class, with
Class I constituting the highest priority and successively lower priorities represented by increasing roman numerals. Sce
"INTRODUCTION -- Class and Bond Characteristics," Priority of payment on the Bonds at any particular time and
exercise of various rights and remedies is determined on the basis of Class priority of the Bonds, Exercise of remedies by
or on behalf of a higher priority Class upon a default, including particularly acceleration of a higher priority Class of
Bonds, or exercise of remedies by a Credit Enhancement Agency following a default by the Corporation under the related
agreement, or exercise of remedies by the provider of an Interest Rate Exchange Agreement following a default by the
Corporation under such agreement could adversely affect the ability of the Corporation to pay debt service when due on
lower priority Classes of Bonds. Sce the caption "SECURITY FOR THE BONDS." A payment default with respect to
a Class of Bonds other than the highest priority Class then outstanding, is not an Event of Default under the Indenture.

Capital Reserve Fund

Upon the issuance of the 2005 Bonds, proceeds in an amount sufficient, when added to amounts previously on
deposit in the Capital Reserve Fund, will be deposited with the Trustee to satisfy the Capital Reserve Requirement under
the Indenture. The Indenture provides that all, or any portion, of the Capital Reserve Requirement may be satisfied by the
deposit with the Trustee of a surcty bond. The Capital Reserve Fund is a pooled reserve, and the cash or surety bonds are
available to be drawn upon with respect to any shortfall by Class in descending order of priority.

Moral Obligation

The statute creating the Corporation requires that the Chairperson of the Board of Directors of the Corporation
certify in writing to the Governor and the State Legislature, by January 15 of each year, if any amount is required to restore
the Capital Rescrve Fund 1o the Capital Reserve Fund Requirement. The State Legislature may, but is not obligated to,
appropriate to the Corporation the amount certified by the Chairperson; however, this legislative option does not create
adebt or liability of the State. The Corporation is required to deposit the amounts so appropriated into the Capital Reserve
Fund.

Guaraniee and Reinsurance

FFELP Loans are insured by the United States Secretary of Education (the "Secretary™) or covered by a guarantee
by certain guarantors and reinsured by the Secretary for claims payments made on FFELP Loans, subject to certain limits
under the Higher Education Act as described herein,

The Corporation does not expect that proceeds of the 2005 Bonds will be used to finance FFELP Loans.
Additional Bonds

The Corporation may issuc additional series of Bonds under the Indenture from time to time, payable on a len

basis senior to, on a parity with, or subordinate to, any Class or Classes of the Outstanding Bonds, provided that such
issuance does not, among other things, adversely affect the rating of any Outstanding Bonds.
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Redemption

The 2005 Bonds maturing prior to June 1, 2016 are not subject to redemption prior to their scheduled maturities.
The 2005 Bonds maturing on and after June 1, 2016 are subject to redemption at the option of the Corporation on or after
June 1, 2015 in whole or in part on any date, in increments of $5,000, with maturities to be selected by the Corporation,
at a price of 100% of the principal anount thereof to be redeemed plus accrued interest to the date of redemption.

Change in Rating Agencies

The Corporation has outstanding the following Bonds issued under the Master Indenture: Education Loan
Revenue Bonds, Senior Series 2002A, 2003A-1, 2003 A-2, 2004A-1, 2004 A-2, and 2004A-3 and Education Loan Revenue
Bonds Subordinate Series 2002B {coliectively, the Prior Bonds"). The Prior Bonds are rated by Standard & Poor's, a
Division of McGraw-Hill Companies, Inc. ("Standard & Poor's") and Fitch Ratings ("Fitch™). The Prior Bonds, as well
as the 2005 Bonds, will receive ratings from Fitch and Standard & Poor's. See "RATINGS." The Corporation has changed
rating agencies in the past and may, in the future, change rating agencies. No assurance can be given that the Corporation
will continue to request ratings of the Bonds from either Fitch or Standard & Poor's. The Indenture requires that the Bonds
be rated by at least one nationaily recognized rating agency and that one of such rating agencies be cither Standard &
Poor's or Moody's Investors Service ('Moody's").

Actions Taken Without Bondholder Approval

The Indenture provides that the Corporation and the Trustee may undertake various actions upon receipt by the
Trustee of confirmation from the Rating Agencies that such actions will not adversely affect the outstanding ratings
assigned by the Rating Agencies to the Bonds. Such actions include (but are not limited to) the execution and delivery
of additional Bonds, the inclusion in the Trust Estate of additional Education Loans which are other than as described
herein, the release of funds held under the Indenture and the extension of certain dates for the acquisition or origination
of Education Loans.

Changes in Federal Law

The programs effected by the Higher Education Act have been the subject of numerous statutory and regulatory
changes over the last several years which have resulted in material modifications to such programs. No assurance can be
given that relevant laws, including the Higher Education Act, will not be further changed in the fufure in a manner which
might adversely affect the availability and flow of funds of the Corporation. See "CERTAIN INVESTMENT
CONSIDERATIONS - Changes to Federal Family Education Loan Program.”

Tax Status

The 2005 Bonds will be accompanied by an opinion of Wohlforth, Johnson, Brecht, Cartledge & Brooking, P.C.,
Bond Counsel to the Corporation, to the effect that, under existing statutes, regulations, rulings, and court decisions,
interest on the 2005 Bonds is excluded for federal income tax purposes from gross income of registered owners of the 2005
Bonds. However, interest on the 2005 Bonds is a specific preference item for purposes of the federal individual and
corporate alternative minimum taxes. Interest on the 2005 Bonds is exempt from taxation by the State of Alaska except
for inheritance and estate taxes and taxes on transfers by or in contemplation of death, See "TAX EXEMPTION" herein.

iii



{THIS PAGE INTENTIONALLY LEFT BLANK]



OFFICIAL STATEMENT
Relating to

$58,250,000 ALASKA STUDENT LOAN CORPORATION
Education Loan Revenue Bonds, Senior 2005 Serics A

INTRODUCTION

This Official Statement is being distributed by the Alaska Student Loan Corporation (the "Corporation”) to furnish
information regarding $58,250,000 aggregate principal amount of Education Loan Revenue Bonds, Senior 2005 Series
A (the "2005 Bonds"). The 2005 Bonds will be issued as fixed rate bonds.

The 2005 Bonds will be issued and sccured under the Indenture, dated as of June 1, 2002, as heretofore and
hereafter amended and supplemented from time to time {the "Master Indenture”) by and between the Corporation and U.S.
Bank National Association, Scattle Washington, as successor trustee (the "Trustee™), and a Fourth Supplemental Indenture,
dated as of July 1, 2005, by and between the Corporation and the Trustee (the "Fourth Supplemental Indenture” and,
together with the Master Indenture, the "Indenture™). The Trustee is also the initial Paying Agent and Registrar for the
2005 Bonds. The 2005 Bonds, together with all bonds issued under the Indenture, are referred to herein as the "Bonds",
The 2005 Bonds are the fourth series of Bonds issued under the Master Indenture.

The Corporation has outstanding the following Bonds issued under the Master Indenture:

Class of Initial Principal Currently QOutstanding Date of
Bonds Amount Principal Amount Title Issue
Class | 545,500,000 545,500,000 Senior Series 2004A-1 May 19, 2004
Class | $47,600,000 $47,600,000 Senior Series 2004A-2 May 19, 2004
Class | $22,015,0600 $22,015,000 Senior Series 2004A-3 May 19, 2004
Class I 516,500,000 $16,500,000 Senior Series 2003 A-1 June 3, 2003
Class I $30,500,000 $30,500,000 Senior Series 2003A-2 June 5, 2003
Class | $47,500,000 $21,100,000 Senior Series 2002A June 4, 2002

Class HI $15,000,000 $15,000,000 Subordinate Series 2002B June 4, 2002

{collectively, the "Prior Bonds").

All capitalized terms used in this Official Statement and not otherwise defined herein shall have the meanings
assigned to such terms in the Indenture. Certain defined terms are contained in APPENDIX II -- "THE MASTER
INDENTURE." The suinmaries ofand extracts from the Indenture and other documents included in this Official Statement
do not purport to be comprehensive or definitive and are qualified in their entirety by reference to each such document,

In 1987, the Corporation was created under laws of the State of Alaska (the "State"). The statute creating the
Corporation is codified at Alaska Statutes 14.42.100 through 14.42.990, as amended (the "Act"). The Act authorizes the
Corporation, among other things, to acquire, purchase and make commitments to purchase loans made to students or
certain family members of students and to loan money to students or certain family members of students for the purpose
of assisting students in obtaining a postsecondary education, and to issue revenue bonds and notes to obtain funds to
purchase or make such loans.



In order to finance its acquisition of Education Loans, the Corporation is authorized to borrow money and to issue
bonds payable from sources authorized by the Act, including the revenues derived from such loans. Al Education Loans
acquired with proceeds of the Bonds will secure the Bonds. The Corporation, as owner of such loans, is entitled to receive
benefits with respect to any loss resulting from default, death, disability or bankruptcy of a student borrower. Such
benefits, loan payments and other amounts constitute revenues pledged under the Indenture and are discussed herein under
the heading "THE ALASKADVANTAGE® LOAN PROGRAM." Loans for the financing of postsecondary education
that are eligible for purchase by the Corporation include both Alternative Loans and FFELP Loans, and are hereinafter
referred to as "Education Loans.” The Corporation's program for the financing of loans for postsecondary education,
including the acquisition of Education Loans, is herein referred to as the "Loan Program.”

The Alaska Commission on Postsecondary Education (the "Commission") is an "eligible lender” under Title IV
of the Higher Education Act of 1965, as amended (the "Higher Education Act"). Purssant to a Custodian
Depository/Servicing Agreement, the Commission has agreed to apply all benefits received under the Higher Education
Act, with respect to the FFELP Loans financed under the Indenture, for the benefit of the Corporation and the Trustee.

Class and Bond Characteristics

The Master Indenture provides that Bonds issued thereunder, including the 2005 Bonds, be designated a priority
Class, with Class [ being the highest priority and the lower priorities designated by increasing roman numerals. The 2005
Bonds are designated Class I Bonds. The Corporation reserves the right to issue additional Bonds under the Master
Indenture with Class designations the same as or different from the designations given to the 2005 Bonds as well as
additional Class I Bonds. The 2005 Bonds are the fourth series of Bonds issued under the Master Indenture.

At any time a current principal or interest payment is required to be made, it is to be made first with respect to
Bonds of the highest priority Class, and then in descending order of priority. In addition, the ability to control or pursue
remedies is given "By Class in Descending Priority” as described in APPENDIX IT to this Official Statement.

EXERCISE OF REMEDIES BY A HIGHER PRIORITY CLASS UPON A DEFAULT, INCLUDING
PARTICULARLY ACCELERATION OF A HIGHER PRIORITY CLASS OF BONDS, OR EXERCISE OF
REMEDIES BY A CREDIT ENHANCEMENT AGENCY FOLLOWING A DEFAULT UNDER A RELATED
AGREEMENT (SEE "SECURITY FOR THE BONDS - CERTAIN PAYMENT PRIORITIES") COULD
ADVERSELY AFFECT THE ABILITY OF LOWER PRIORITY CLASSES OF BONDS TO RECEIVE
PAYMENT OF DEBT SERVICE WHEN DUE. A PAYMENT DEFAULT WITH RESPECT TO A CLASS OF
BONDS OTHER THAN THE HIGHEST PRIORITY CLASS THEN OUTSTANDING IS NOT AN EVENT OF
DEFAULT UNDER THE INDENTURE.

General

The 2005 Bonds will be dated as of their date of delivery and, subject to the redemption provisions set forth
below, will mature on the respective dates set forth on the cover page of this Official Statement. The 2005 Bonds will be
issued in authorized denominations of 35,000 or any integral multiple thereof within a maturity. See "THE 2005 BONDS"
herein, The 2005 Bonds will be issued in fully registered form, without coupons, and when issued will be registered in
the name of Cede & Co., as nomince of The Depositery Trust Company ("DTC"), New York, New York. DTC will act
as Securitics Depository for the 2005 Bonds, Individual purchases of the 2005 Bonds will be made in Book-Entry Forin
only in the principal amount of authorized denominations. Purchasers of the 2005 Bonds will not receive certificates
representing their interests in the 2005 Bonds purchased. See "APPENDIX V - THE DEPOSITORY TRUST
COMPANY."

The Bonds are special, limited obligations of the Corporation, sccured by and payable solely from payments,
proceeds, charges and other income derived by or for the account of the Corporation constituting Pledged Receipts as
described in APPENDIX II -"THE MASTER INDENTURE." Such income includes, without limitation, payments of
mterest on Education Loans and other investments (including federal interest subsidy payments), principal payments on
Education Loans (whether regularly scheduled, prepayments or proceeds of insurance payments for defaulted Education
Loans) and Special Allowance Payments ("SAP") from the Seeretary, if any. See "SECURITY FOR THE BONDS."
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THE 2005 BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE CORPORATION AND ARE
PAYABLE SOLELY FROM THE REVENUES, ASSETS AND FUNDS PLEDGED THEREFOR UNDER THE
INDENTURE. IN ADDITION, THE 2605 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS OR OTHER
LIABILITY OF THESTATE OF ALASKA OR OF ANY POLITICAL SUBDIVISION THEREOF, EXCEPT THE
CORPORATION, OR A PLEDGE OF THE FAITH AND CREDIT OF THE CORPORATION, THE STATE OF
ALASKA OR ANY POLITICAL SUBDIVISION THEREQF. ISSUANCE OF THE 2005 BONDS DOES NOT
DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATE THE STATE OR A POLITICAL
SUBDIVISION OF THE STATE TO APPLY MONEY FROM, OR LEVY OR PLEDGE, ANY FORM OF
TAXATION TO THE PAYMENT OF THE 2005 BONDS. THE CORPORATION HAS NO TAXING POWER,

The descriptions of the 2005 Bonds and of the documents authorizing and securing the 2005 Bonds contained
herein do not purport to be definitive or comprehensive. All references herein to such documents are qualified in their
entirety by reference to such documents. Copies of such documents, in reasonable quantity, may be obtained upon written
request during the offering period of the 2005 Bonds from RBC Dain Rauscher Inc., 2398 E. Camelback Road, Suite 700,
Phoenix, Arizona 85016 and upon written request thereafter from the Corporation at 3030 Vintage Boulevard, Juncau,
Alaska 99801 or the Trustee at 1420 Fifth Avenue, 7th Floor, Seattle, Washington 98101,

SECURITY FOR THE BONDS
General

The 2005 Bonds are special, limited obligations of the Corporation secured by and payable solely from the Trust
Estate established under the Indenture pursuant to which the 2005 Bonds arc issued. The Trust Estate consists of: (i) any
Education Loan held in or credited to the Education Loan Fund under the Indenture; (ii) all amounts received under, or
pursuant to, or with respect to any Pledged Loan; (iii) all amounts received under or pursuant to the promissory note or
other documentation evidencing a Pledged Loan, and (iv) amounts hield in the Revenue Fund and the Capital Reserve Fund.
No other asscts of the Corporation are pledged to the payment of the 2005 Bonds.

Collateralization

Upon the issuance of the 2005 Bonds, it is anticipated that the principal amount of the Education Loans and the
value of the other assets pledged under the Indenture will be equal to approximately 135.6% of the aggregate principal
amount of all Class I Bonds (including the 2005 Bonds). The Indenture does not require that any level of collateralization
be maintained but does, however, require that certain tests be met prior to the rernoval of assets from the Indenture,

Withdrawal of Excess Coverage

At any time, but no more frequently than once every month, the Corporation may deliver to the Trustee a
Certificate executed by its Authorized Representative, (i) evidencing the fact that there is then Excess Coverage, as defined
in APPENDIXII to this Official Statement, on deposit under the Indenture and specifying the amount thereof, and (ii) that
no Event of Default exists under the Indenture. Promptly upon the Trustee's receipt of that Certificate, and a Rating
Confirmation, the Trustee will release such Excess Coverage to the Corporation for any of its lawful purposes.

Capital Reserve Fund

As part of the Trust Estate, the 2005 Bonds are secured (subject to priority as described in this Official Statement)
by the Capital Reserve Fund established under the Master Indenture. At the time of issuance of the 2005 Bonds, the
Capital Reserve Fund is expected to have on deposit therein an amount equal to approximately $5,600,000, including
$1,165,000 from procceds of the 2005 Bonds. The Supplemental Indenture provides a minimum Capital Reserve
Requirement of at least equal to 2% of the principal amount of Bonds Qutstanding but in no event less than $500,000.
Amounts on deposit in the Capital Reserve Fund (other than amounts in excess of the Capital Reserve Requirement, which
are to be transferred to the Revenue Fund) are to be used to pay the principal of or interest on the Bonds, by Class in
descending order of priority, to the extent other moneys held and available under the Indenture are insufficient and to
reimburse cach Credit Enhancement Agency to the extent provided in the related agreement. Under the Indenture, alt or
any portion of the Capital Reserve Requirement may be satisfied by the deposit with the Trustee of a surety bond.



The Act provides that if the assets in any capital reserve fund created pursuant to the Act are less than the amount
currently required in a Corporation resolution or indenture to be on deposit, the Chairperson of the Corporation shall,
annually, by January 13, certify to the Governor and the State Legislature the amount necessary to restore the assets of
the fund to the required amount, However, because the Capital Reserve Fund Requirement is less than maximum annual
debt service on the Bonds, even if the State Legislature makes all appropriations contemplated by the Act, such
appropriations may be insufficient to pay debt service on the Bonds as the same become due and payable.

In the opinion of Bond Counsel, such provision does not give rise to a legal obligation of the State; however, the
Govemnor is legally authorized, but not legally obligated, to request such appropriation, and the Legislature is legally
authorized, but not legally obligated, to appropriate the amount requested. The Corporation has covenanted in the
Indenture to do and perform or cause to be done and performed each and every act and thing with respect to the Capital
Reserve Fund to be done or performed by or on behalf of the Corporation or the Trustee under the terms and provisions
of the Indenture and of the Act. The Corporation is not required to contribute assets to maintain the Capital Reserve Fund
at its required level.

Certain Payment Prioritics

The Indenture provides that Bonds issued thereunder, including the 2005 Bonds, be designated a priority Class,
with Class I being the highest priority. The 2005 Bonds are designated Class I Bonds and are in parity with Class { Bonds
previously issued under the Indenture. See "INTRODUCTION."

The Corporation reserves the right to issue additional Classes of Bonds in the future and to issue additional Bonds
within Class I in the future.

At any time a current principal or interest payment is required to be made, it will be made first with respect to
Bonds of the highest priority Class, and then in descending order of priority. In addition, the ability to control or pursue
remedies is given to the registered owners of not less than twenty-five percent (25%) in principal amount of the
Outstanding Bonds of the highest Class as described in APPENDIX 1T to the Official Statement.

EXERCISE OF REMEDIES BY A HIGHER PRIORITY CLASS UPON A DEFAULT, INCLUDING
PARTICULARLY ACCELERATION OF A HIGHER PRIORITY CLASS OF BONDS, OR EXERCISE OF
REMEDIES BY A CREDIT ENHANCEMENT AGENCY FOLLOWING A DEFAULT UNDER A RELATED
AGREEMENT (SEE "SECURITY FOR THE BONDS - CERTAIN PAYMENT PRIORITIES") COULD
ADVERSELY AFFECT THE ABILITY OF LOWER PRIORITY CLASSES OF BONDS TO RECEIVE
PAYMENT OF DEBT SERVICE WHEN DUE. A PAYMENT DEFAULT WITH RESPECT TO A CLASS OF
BONDS OTHER THAN THE HIGHEST PRIORITY CLASS THEN OUTSTANDING, IS NOT AN EVENT OF
DEFAULT UNDER THE INDENTURE.

Additional Bonds

The Corporation may issue additional Series of Bonds under the Master Indenture from time to time, payable on
a parity with or subordinate to any Class [ Bonds, and senior to, on a parity with or subordinate to Bonds other than Class
I Bonds. The issuance of Additional Bonds is subject to, among other things, receipt of a Rating Confirmation prior to
issuance.



THE 2005 BONDS
General

The 2005 Bonds will be dated as of their date of delivery and will mature on June | in the years and amounts
shown on the cover of this Official Statement. The 2005 Bonds will be issued in fully registered form, without coupons,
and when issued will be registered in the name of Cede & Co., as nominee of DTC. DTC will act as securities depository
for the 2005 Bonds. Individual purchases of the 2005 Bonds will be made in book-entry form only in the principal amount
of $5,000 or any denomination that is an integral multiple of $5,000 in excess thereof within a maturity. Purchasers of
the 2005 Bonds will not receive certificates representing their interests in the 2005 Bonds purchased. See "APPENDIX
V - THE DEPOSITORY TRUST COMPANY."

Interest

The 2005 Bonds will bear interest from their date of delivery at the rates per annum shown on the cover page
hereof, payable semiannually on June 1 and December 1 of each year, commencing December 1, 2005 until maturity or
earlier redemption. Interest on the 2005 Bonds will be computed on the basis of a 360-day vear composed of twelve
30-day months. Except in the case of overdue interest, the Record Date for interest due on the 20035 Bonds will be the
fifteenth day of the month preceding each Interest Payment Date,

Redemption and Acceleration Provisions

Optional Redemption. The 2005 Bonds maturing prior to June 1, 2016 are not subject to redemption prior to their
scheduled maturities. The 2005 Bonds maturing on and after June 1, 2016 are subject to redemption at the option of the
Corporation on or after June 1, 2015 in whole or in part on any date, in increments of $5,000, with maturities to be selected
by the Corporation, at a price of 100% of the principal amount thereof to be redeemed plus accrued interest to the date of
redemption. .

Procedure for and Notice of Redemption. When the Trustee receives notice from the Corporation of its election
or direction to redeem Bonds, the Trustee is to give notice, in the name of the Corporation, to the registered owners of such
Bonds of the redemption of such Bonds. Such notice is to specify the Series, Class and maturities of the Bonds to be
redcemed, the Redemption Date and, if less than all the Bonds of any Series, Class and maturity are to be redeemed, the
respective portions of the principal amount thereof to be redeemed. Such notice is to further state that on such date there
will become due and payable upon cach Bond to be redeemed the Redemption Price thereof, or the Redemption Price of
the specified portions of the principal thereof in the case of a Bond to be redeemed in part only, together with interest
accrued to the Redemption Date, and that from and after such date interest thercon will cease to acerue and be payable,
Such notice is to be given by first-class mail, not less than 10 days nor more than 30 days before the Redemption Date.
Failure to mail any such notice will not affect the validity of the proceedings for the redemption of Bonds with respect to
which no such failure occurred. Such notice is to be given to DTC so long as it is the registered owner of the Bonds.

Payment of Redeemed Bonds, Bonds or portions thercof so called for redemption will become due and payable
on the Redemption Date so designated at the Redemption Price, plus interest acerued and unpaid to the Redemption Date.
So long as the Bonds are book-entry only, the Trustee is to pay the Redemption Price to DTC, which is to follow its
procedures for payment to Beneficial Holders. See "APPENDIX V - THE DEPOSITORY TRUST COMPANY." Ifthe
Corporation or DTC discontinues the book-entry system and certificated bonds are issued to the registered owners, the
Bonds must be presented and surrendered at the office of the Trustee on the Redemption Date, If less than the entire
principal amount of a Bond is called for redemption, the Corporation is to execute, the Trustee is to authenticate, and the
Paying Agent is to deliver, upon the surrender of such Bond, without charge to the registered owner thereof, for the
unredeemed balance of the principal amount of the Bond so surrendered at the option of the registered owner thereof,
Bonds of like Class, Series and maturity in any Authorized Denominations, If, on the Redemption Date, moneys for the
redemption of ali the Bonds or portions thereof of any like Series, Class and maturity to be redeemed, together with interest
1o the Redemption Date, is wired to DTC (while the Bonds are book-entry only) or held by the Paying Agent so as to be
available therefor on said date and if notice of redemption has been mailed as aforesaid, then, from and after the
Redemption Date, intcrest on the Bonds or portions thereof of such Class, Series and maturities so called for redemption
will cease to acerue and become payable. If said moneys are not available on the Redemption Date, such Bonds or portions
thereof will continue to bear interest unti] paid at the same rate as they would have bome had they not been called for
redemption,



Acceleration. 1f an Event of Default (as defined in the Indenture) shall occur, the principal of all the 2005 Bonds
may be, and under certain circumstances shall be, declared due and payable in the manner and with the effect provided
in the Indenture.

PLAN OF FINANCE
The 2005 Bonds

The 2005 Bonds are being issued to (i} finance Education Loans for eligible borrowers to fund a portion of their
postsecondary education costs whether in or out of state, (ii} make a capital reserve fund deposit, and (iii) pay costs of
issuance of the 2005 Bonds.

Assumptions Considerced in Structuring the 2005 Bonds

In structuring the 2005 Bonds, the Corporation made certain assumptions regarding the Education Loan portfolio
to be held under the Indenture, moneys to be deposited under the Indenture, and proceeds of the 2005 Bonds. The
Cormporation believes these assumptions to be reasonable based upon its experience but cannot guarantee the accuracy
thereof.

The Corporation expects, but does not guarantee, that the pool of Education Loans financed with a portion of the
proceeds of the 2005 Bonds will consist of the following categories of loans in the following proportions: 69% Alternative
Loans and 31% Alternative Consolidation Loans. A summary of certain characteristics of the Education Loans held in
the Trust Estate as of March 31, 2005, is described on the following page.



Characteristics of Education Loans

The characteristics of the Education Loans described in the following charts, pertain only to those Education
Loans pledged as security for the Bonds as of March 31, 2005. The characteristics of Education Loans held under the
Indenture will change over time. No assurance can be given that such changes will not be significant or that they will not
be adverse.

Loan Type Amount % of Total
Alaska Education Loans 5140,316,870 71%
Teacher Education Loans 5,267,056 3
Family Education Loans 8,744,821 4
Federal Family Education Loans 42,182.556 21
TOTAL §196.511,.303 100%™
Loan Status Amount % of Total
School $106,180,010 54%
Grace 14,571,258 7
Deferment 7,201,098 4
Forbearance 3,134,786 2
Repayment 65,334,151 33
TOTAL $196,511.303 100%
Interest Rate Catepory Amount % of Total
Fixed Rate (5.09% to 9%) $38,565,758 20%
Variable Rate* 157.945. 345 80
TOTAL $196,511.303 100%

* Rates change annually. The current range 15 2.77% to 4.17%.
** Totals may not add due to rounding.

Loan Delinquencies and Defaults
The Alternative Loans are deemed to be in default when payments become one hundred eighty (180) days past
due. The FFELP Loans are deemed to be in default when payments become two hundred seventy (270) days past due.

4.17% of the Education Loans held under the Indenture were over 180 days past due as of March 31, 2005,

The following table summarizes the delinquency rates for the Education Loans that were in repayment as of the
date indicated and that were not in default.

Aging Catepory March 31, 2005
Current 97.8%

30-59 days )

60-89 days 5
90-119 days b
120-149 days 2
150-179 days 2

Total 100%




Loan Program Expenses

It has been assumed that the annual Loan Program expenses of the Corporation, which include the Corporation's
administrative expenses, the cost of servicing the Pledged Loans, and the fees and expenses of the Trustee, that will be
paid from Pledged Receipts ahead of Debt Service on Bonds Qutstanding will be approximately one and one-quarter
percent (1.25%) of the average principal amount of Pledged Loans outstanding during the previous fiscal year,

ESTIMATED SOURCES AND USES OF FUNDS

The Corporation estimates that the proceeds from the sale of the 2005 Bonds will be applied approximately as

follows:
Sources:
Principal Amount of 2005 Bonds $58,250,000.00
Reoffering Premium on Series 2005 Bonds 3.577.107.50
Total Sources $61.827,.107.50
Uses:
Deposit to Education Loan Fund £59,425,565.35
Deposit to Capital Reserve Fund 1,165,000.00
Estimated Cost of Issuance (including Underwriters' fee) 1.236,542.15
Total Uses $61,827.107.50

CERTAIN INVESTMENT CONSIDERATIONS

The Corporation believes, based on its analyses of multiple cash flow projections, using various assumptions and
scenarios, that (i) Pledged Receipts to be received pursuant to the Indenture and the balances in the various Accounts
should be sufficient to pay principal of and interest on the Bonds {including the 2005 Bonds) when due and to pay when
due certain fees and expenses related to the Bonds and the Education Loans until the final maturity of the Bonds, as more
fully described below; and (ii) the liquidity of the amounts in the Accounts should be sufficient under the circumstances
as projected to pay principal of and interest on the Bonds (including the 2005 Bonds) when due and also pay when due
all expenses related to the Bonds and the Education Loans. A variety of factors, including the factors discussed below,
could materially and adversely affect the sufficiency of the Pledged Receipts to meet debt service payments on the Bonds.

Factors Affecting Sufficiency and Timing of Receipt of Pledged Receipts

The Corporation expects that the Pledged Receipts to be received pursuant to the Indenture should be sufficient
to pay principal of and interest on the Bonds (including the 2003 Bonds) when duc and also to pay the annual cost of ail
Trustee fees, auction agent fees, if any, insurance fees, credit enhancement fees, if any, servicing costs and other expenses
related thereto and to the Education Loans until the final maturity or earlier redemption of such Bonds. This expectation
is based upon an analysis of cash flow projections using assumptions, which the Corporation believes are rcasonable,
regarding the timing of the financing of such Education Loans to be held pursuant to the Indenture, the firture composition
of and yield on the Education Loan portfolio, the rate of return on moneys to be invested in various Accounts under the
Indenture, and the occurrence of future events and conditions. These assumptions are derived from the Corporation’s
experience in the administration of its Loan Program. There can be no assurance, however, that the Education Loans will
be acquired as anticipated, that interest and principal payments from the Education Loans will be received as anticipated,
that the reinvestment rates assumed on the amounts in various Accounts will be realized, or that SAP and other payments
will be received in the amounts and at the times anticipated. In addition, there can be no assurance that certain costs
related to maintaining the Education Loan portfolio, including servicing costs, will not increase. Furthermore, other future
events over which the Corporation has no control may adversely affect the Corporation's actual receipt of Pledged Receipts
pursuant to the Indenture.



Receipt of principal of and interest on Education Loans may be accelerated due to various factors, including,
without limitation: (i) default claims or claims due to the disability, death or bankruptey of the borrowers greater than those
assumed; (ii) actual principal amortization periods which are shorter than those asswmed based upon the current analysis
of the Corporation’s loan portfolio; (i1f) the commencement of principal repayment by borrowers on carlier dates than are
assumed based upon the current analysis of the Corporation's loan portfolio; {iv) economic conditions that induce
borrowers 1o refinance or repay their loans prior to maturity; and (v) changes in federal or state law which may affect the
timing of the receipt of funds by the Corporation. The Corporation or other fenders may make consolidation loans to
borrowers for the purpose of retiring certain borrowers' existing loans under various federal or state higher education loan
programs. To the extent that Education Loans are repaid with consolidation loans, the Corporation would realize
repayment of such Education Loans carlier than projected.

Delay in the receipt of principal of and interest on Education Loans may adversely affect payment of the principal
of and interest on the Bonds when due. Principal of and interest on Education Loans may be delayed due to numerous
factors, including, without limitation: (i) borrowers entering deferment periods due to a return to school or other eligible
purposes; (ii) forbearance being granted to borrowers; (iti) Education Loans becoming delinquent for periods longer than
assumed; {(iv) actual loan principal amortization periods which are longer than those assumed based upon the current
analysis of the Corporation's loan portfolio; and (v) the commencement of principal repayment by borrowers at dates later
than those assumed based upon the current analysis of the loan portfolio.

If actual reccipt of Pledged Receipts under the Indenture or actual expenditures by the Corporation under its loan
origination and acquisition programs vary greatly from those projected, the Corporation may beunable to pay the principal
of and interest on the 2005 Bonds and amounts owing on other obligations when due. In the cvent that Pledged Receipts
to be received under the Indenture are insufficient to pay the principal of and interest on the Bonds and amounts owing
on certain other obligations when due, the Indenture authorizes, and under certain circumstances requires, the Trustee to
declare an Event of Default, accelerate the payment of the Bonds, and sell the Education Loans. In such circumstances,
it is possible, however, that the Trustee would not be able to sell the Education Loans and other assets held under the
Indenture at prices sufficient to pay the Bonds. The Indenture provides that Bonds issued thereunder, including the 2005
Bonds, be designated a priority Class, with Class I being the highest priority. At any time a current principal or interest
payment is required to be made, it will be made first with respect to Bonds of the highest priority Class, and then in
descending order of priority. In addition, the ability to control or pursue remedies is given "By Class in Descending
Priority" as described in APPENDIX 11 to this Official Statement. Exercise of remedies by a higher priority Class upon
a default, including particularly acceleration of a higher priority Class of Bonds, or exercise of remedies by a Credit
Enhancement Agency following a default under a related agreement (see "SECURITY FOR THE BONDS - Certain
Paynient Priorities') could adversely affect the ability of lower priority Classes of Bonds to receive payment of debt service
when due,

FFELP Loan Program

In FY 2002-03, the Corporation began offering FFELP Loans under its Loan Program. As of March 31, 2005,
there were $42,182,556 of FFELP Loans held in the Trust Estate.  See "THE ALASKADVANTAGE® LOAN
PROGRAM - The Federal Loan Program," The Commission does not anticipate that proceeds of the 2005 Bonds will be
used to finance FFELP Loans.

Guarantor/Guarantece

Northwest Education Loan Association ("NELA™)' currently serves as the "cligible guarantor” of the FFELP
Loans. In the cvent the financial status of NELA and its ability to honor guarantee claims were to deteriorate over time,
such event could result in a delay or a failure to make guarantee payments to holders of FFELP Loans, including the
Corporation. The percentage of federal reimbursement to a guarantor is based upon the amount of federal reimbursement
payments made to such guarantor as a percentage of the principal amount of the guarantot’s guaranteed loans in repayment
at the end of the preceding federal fiscal year. Higher than expected default claims against a guarantor of guaranteed loans
could reduce the amount of federal reimbursement to such guarantor, thus possibly causing such guarantor to reduce its
reserve fund below desired levels in order to pay guarantee claims. Guarantor operations and activities are subject to
statutory and regulatory change. Sce "INSURANCE AND GUARANTEES - Federal Insurance and - Guarantees.”

! See "GUARANTOR."



Alternative Loans are pot guaraniced by Northwest Education Loan Association or any other guarantor.
Changes to Federal Family Education Loan Program

The Higher Education Act and the Federal Family Education Loan Program (the "FFEL Program") have been
subject to numerous amendments and changes over the years which have changed the terms of and eligibility requirements
for the FFELP Loans. These changes have included, among other things, changes in the calculation of interest rates and
SAP on federal student loans, changes in the requirements to offer alternate payment plans to borrowers, additional loan
forgiveness provisions, and additional restrictions on guaranty agencies' use of funds. As a result of changes to the FFEL
Program, the net revenues resulting to holders of student loans have in some cases been reduced and may be further
reduced in the future. The Higher Education Act was scheduled to be reauthorized in calendar year 2004, but was
temporarily extended until September 2005.

¥ederal Budgetary Legislation

The availability of various federal payments in connection with the FFEL Program is subject to federal budgetary
appropriation. In recent years, federal budgetary legislation has been enacted which has provided, subject to certain
conditions, for the mandatory curtailment of certain federal budget expenditures, including expenditures in connection with
the FFEL Program and the recovery of certain advances previously made by the federal government to state guarantee
agencies in order to achicve certain deficit reduction guidelines. No representation is made as to the effect, if any, of future
federal budgelary appropriation or legislation upon expenditures by the Department of Education, or the effect, if any, of
any future legislation or regulations upon the Corporation's student loan program or other factors that could potentially
affect timely payment of the 2005 Bonds.

Noncompliance with the Higher Education Act

Noncompliance with the Higher Education Act, with respect to Loans which are Higher Education Act loans, by
lenders, any guarantor, any servicer or the Corporation may adversely affect, when due, payment of principal of and
interest on the Bonds, the proceeds of which were used to finance FFELP Loans, The Higher Education Act and the
applicable regulations thereunder require the lenders making FFELP Loans, guarantors guaranteeing such loans and lenders
or servicers servicing such loans to follow certain due diligence procedures in an effort to ensure that FFELP Loans are
properly made and disbursed to, and timely repaid by, the borrowers. Such due diligence procedures include certain loan
application procedures, certain ioan origination procedures and, when a FFELP Loan is in default, certain loan collection
procedures. The procedures to make, guarantee and service Higher Education Act foans are set forth in the Code of
Federal Regulations and other documents of the Department of Education, and no attempt has been made in this Official
Statement to describe those procedures in their entirety, Failure to follow such procedures may result in the Secretary's
refusal to make reinsurance payments to a guarantor on such loans or may result in the guarantor’s refusal to honor its
guarantee on such loans 1o holders of guaranteed loans, including the Corporation. Such action by the Secretary could
adverscly affect a guarantor's ability to honor guarantee claims, and loss of guarantee payments to the Corporation by an
cligible guarantor could adversely affect the ability of the Corporation to make payment of principal of and interest on the
Bonds, the proceeds of which were used to finance FFELP Loans.

Speeial Allowance Payments

The Office of the Inspector General ("OIG") has recently begun examinations of certain nonprofit student loan
organizations and their ability to extend 9.5% floor loan return treatment on pre-1993 bonds refunded by the issuance of
tax-exempt refunding bonds issued on or before September 30, 2004, despite the fact that Departiment of Education policy
statements have clearly supported this practice since October of 1993, Although the OIG has no separate enforcement
ability and can only recommend certain actions to the Secretary of Education, the Corporation can make no assurances
as to what futurc actions the Department of Education may pursue relating to such OIG examinations and
recommendations based thercon. Seealso "DESCRIPTION OF FEDERAL FAMILY EDUCATION LOAN PROGRAM
- Special Allowance Payments.”

The Trust Estate includes Education Loans which the Corporation considers eligible for 9.5% floor loan retun
treatment, including loans refunded by the issuance of tax-exempt refunding bonds issued on or before September 30,
2004. The Corporation believes its treatment of such Education Loans as 9.5% floor loans complies with the Higher
Education Act (including the Taxpayer-Teacher Protcction Act of 2004) and Department of Education guidance since
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November 1993, and is consistent with industry practice, The Corporation believes that a contrary position taken solely
by the O}G would not result in any material liability for the Corporation which would materially adversely affect its ability
to pay its obligations with respect to the 2005 Bonds.

Uncertainty as to Available Remedies

The remedies available to owners of the 2005 Bonds upon an Event of Default under the Indenture or other
documents described herein are in many respects dependent upon regulatory and judicial actions which often are subject
to discretion and delay. Under existing constitutional and statutory law and judicial decisions, including specifically Title
11 of the United States Code, the remedies specified by the Indenture and such other documents may not be readily
available or may be limited. The various legal opinions to be delivered concurrently with the issuance of the 2005 Bonds
will be qualified, as to the enforceability of the various legal instruments, by limitations imposed by bankruptcy,
reorganization, insolvency or other similar laws affecting the rights of creditors generally,

THE ALASKA STUDENT LOAN CORPORATION/ALASKA COMMISSION
ON POSTSECONDARY EDUCATION

Commission ~ General Information

State law established the Alaska Commission on Postsecondary Education (the "Commission") in 1974, The
Commission's primary purpose is to enable residents of the State to evaluate their postsecondary educational needs and
available resources, to enable State residents to make informed decisions regarding the disposition of those resources, and
to assure State residents of the opportunity to satisfy those postsecondary needs and goals. The Comunission consists of
fourteen members representing public and private postsecondary education institutions in the State, advisory groups, and
members of the legislature. The Commission appoints an Executive Director. The Executive Director then appoints
persons to staff positions authorized by the Commission.

The Commission has offices in Juneau and Anchorage, Alaska, The principal office for the Commission is
located at 3030 Vintage Boulevard, Juncau, Alaska 99801-7109. The telephone number for the Commission is (907) 465-
6740. The Attorney General of the State serves as counsel to the Commission,

Staffing of the Commission

The Commission includes four divisions which are managed by a six-member professional team, These
individuals direct the affairs of the staff and report to the Exccutive Director. The four divisions are Finance, Loan
Operations and Outreach, Information Support Services, and the Executive Office. Ms. Sheila King supervises the Finance
Division, which is composed of accounting and procurement. She is assisted by Ms. Elizabeth McDonough. The Loan
Operations and Cutreach Division is directed by Ms. Stephanie Butler. This Division is responsible for citizen outreach
and program marketing initiatives, strategic analysis, loan origination, customer service, deferment and forgiveness
processing, skip tracing, due diligence activity on delinquent loans, records, and other specialized student aid programs.
The Information Support Services Division is directed by Mr. Kenneth Dodson. All development and support functions
related to the management of the automated loan servicing system software, hardware, mainframe and internet connectivity
reside within this Division, The fourth division is the Executive Office, which in addition to the Exccutive Director, is
managed by the two other members of the professional team, Administrative Officer Frank Love, and the Internal Auditor
{(the Internal Auditor position is currently vacant). This division is responsible for overall agency management and
specifically for intemal audit, human resource management, institutional authorization, and procedural compliance with
all relevant State and federal statutes, regulation and subregulatory policies,

As of April I, 2005, the Commission had one hundred and four staff positions. These positions arc assigned as

follows: six to the Executive Office, twelve to Finance, seventy to Loan Operations and Qutreach, and sixteen io
Information Support Services.
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Executive and Senior Staff of the Commission

Ms. Diane Barrans, Executive Director of the Commission.  Ms. Barrans assumed the duties of Executive
Director of the Commission and Executive Officer of the Corporation on July 10, 1995. Ms. Barrans joined the staff in
January 1983 and held several positions with the agency, most recently serving as Program Coordinator from 1989 to 1993
and Director of Student Financial Aid Programs in 1994/95. Originally appointed in 1996, in 2003 Ms. Barrans was re-
appointed by Govemor Frank Murkowski to serve on the Western Interstate Commission on Higher Education. Ms.
Barrans currently serves as Chair of the Western Interstate Commission for the 2004-2005 term. Ms. Barrans also jointly
serves with the President of the University of Alaska as the State Higher Education Executive Officers for the State. Ms.
Barrans currently serves as President-Elect of the State Higher Education Officers Organization. Ms. Barrans received
a bachelor of arts degree from Barnard College of Columbia University in 1982.

Ms. Sheila King, CPA, Chief Financial Officer. Ms. King joined the Commission in May 1998. Prior to joining
the Commission, Ms, King was the Accountant IV/Controller for the Alaska Industrial Developmentand Export Authority
from May 1994 to April 1998 and worked as a Supervising Senior Auditor for KPMG LLP (formerly known as KPMG
Peat Marwick LLP) from February 1990 to May 1994. From 1983 to 1990, Ms. King worked in the accounting ficld in
a variety of capacities. Ms. King reccived a bachelor of science degree in business administration from University of
Texas at Dallas in 1989,

Ms. Elizabeth McDonough, Senior Accounrant. Ms. McDonough eriginally joined the Commission in 1988 and
served in the finance unit in a variety of capacities through 1993, From 1988 to 1991 she worked as an Accountant, from
1991 to 1992 she was the Finance Manager, and from 1992 to 1993 she was the Principal Analyst in charge of system
projects. Ms. McDonough again joined the Commission in 1994 and since that time has been the Senior Accountant in
the Finance Division. Ms. McDonough received a bachelor of science degree in business administration with an
accounting emphasis from California State University, Long Beach in 1983,

Ms. Stephanie Butler, Director of Loan Operations and Qutreach. Ms. Butler joined the Commission in August
1997 as Institutional Authorization Program Coordinator, She was promoted to Director of Institutional Relations in June
1998. In Qctober 2001 she accepted her current position. Prior to coming to the Commission, she worked for the
University of Alaska Anchorage as Administrative Manager from November 1992 to 1997 and Information/Support
Services Manager from 1990 to 1992, Ms. Butler is a Certified Internal Auditor through the International Institute for
Internal Auditing and a Certified Government Professional. Ms. Batler received a master of science in business
administration/management from Boston University in 1987 and a bachelor of arts in English from Barry University in
Miami, Florida, in 1983.

Mr. Kenneth Dodson, Director of Information Support Services. Mr. Dodson joined the Commission in
September 1994 as Director of Information Support Services. Prior to coming to the Commission he was employed from
1988 until 1994 by UNIPAC Service Corporation in Denver, Colorado, first as a Programmer in 1988 advancing to
Information Services Supervisor in 1990. In September of 1991 Mr. Dodson assumed the role as Information Services
Supervisor of Regulation and Compliance Support where his team successfully implemented the changes required by the
1992 Reauthorization Act as well as the Rebate Eligible Loans provisions. Mr. Dodson served on the steering committee
for the Rocky Mountain Chapter of the Project Management Workbench Users Group and was on the planning committee
for the Guaranteed Student Loan Users Group. The Commission servicesthe Corporation's loan portfolio using the Higher
Education Loan Management System ("HELMS"). Mr. Dodson is past President and a current member of the HELMS
User Group. (The HELMS User Group is comprised of software provider representatives and student loan servicers
currently using HELMS.) Mr. Dodson received a certificate in Computer Information Systems from Tucumcari Area
Vocational School in Tucumeari, New Mexico, in 1988.

Mr. Frank Love, Administrative Officer. Mr. Love joined the Commission in July 1997. Prior to joining the
Commission, Mr. Love's professional life was substantially spent as a 32-year career member of the United States Coast
Guard. For the latter eighteen years of his service, Mr. Love served in various capacilies as a human resources manager,
engaged in personnel management, employee relations, career development, and staff training initiatives, Mr. Love has
received certificates in Human Relations from the Defense Equal Opportunity Management Institute and Chief Petty
Officer Training from the U.S. Coast Guard Training Center in addition to receiving ongoing training in Human Resources
issues.



Corporation - General Information

In 1987, State law created the Corporation. The statute creating the Corporation is codified at Alaska Statutes
14.42.100 through 14.42.990, as amended (the "Act"). Pursuant to the Act, the Corporation is a "public corporation and
government instrumentality within the Department of Education and Early Development but having a legal existence
independent of and separate from the state.” Its primary purpose is to finance education loans. A combination of revenues
generated from the issuance of bonds and loan repayments fund the Program.

The Corporation is governed by a board of directors (the "Board"). The supervision of the administration of the
Corporation is delegated to the Executive Officer of the Corporation (the "Executive Officer"), who is also the Exccutive
Director of the Commission.

The principal office of the Corporation is located at 3030 Vintage Boulevard, Juncau, Alaska 99801-7109. The
telephone number for the Corporation is (907) 465-6740. The Attorney General of the State serves as counsel to the
Corporation.

The Corporation has previously issued the following bonds: (i) $673,770,000 principal amount of Student Loan
Revenue Bonds under a trust indenture dated as of May 1, 1988, as amended and supplemented, of which $276,550,000
amount is currently outstanding, (i) $75,140,000 principal amount of Capital Project Revenue Bonds under an indenture
dated as of February 1, 2004, of which 566,310,000 is currently outstanding, and (iii) $88,305,000 principal amount of
State Project Revenue Bonds under an indenture dated as of March 1, 2005 of which $88,305,000 is currently outstanding.
These bonds are not issued under the Indenture and have no right, title or claim to the Trust Estate securing the 2005 Bonds
or Prior Bonds.

Corporation Membership
The Board consists of two members of the Comimission, the Commissioner of Revenue, the Commissioner of
Administration, and the Commissioner of Commerce, Community and Economic Development. The members of the

Board who represent the Commission serve on the Board at the pleasure of the Governor, subject to their incumbency on
the Commission.
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The table below identifies the current members of the Corporation's Board (and, where applicable, their first

delegates to the Board).
Name and Location
Randy Simmons, Chair
Anchorage, Alaska
Bobette Bush, Vice Chair

Aniak, Alaska

William A. Corbus
Juneau, Alaska

Tom Boutin, First Delegate
Juncau, Alaska

Ray Matiashowski
Junecau, Alaska

Kevin Brooks, First Delegate
Juncau, Alaska

Edgar Blatchford

Juneau, Alaska

Greg Winegar, First Delegate
Juneau, Alaska

Principal Occupation

Retired
Commission Member

School District Superintendent, Retired
Commission Member

Commissioner
Alaska Department of Revenue

Deputy Commissioner
Alaska Department of Revenue

Commissioner
Alaska Department of Administration

Deputy Commissioner
Alaska Departinent of Administration

Commissioner
Alaska Department of Commerce, Community
and Economic Development

Director of the
Alaska Division of Investments

Mr. Randy Simmons, Chair of the Corporation and Member of the Commission. Mr. Simmons was appointed
to the Commission in 2001 by the Governor and to the Board of the Corporation that same year, In 2005, Mr. Simmons
retired from his position as the Vice President of operations at JL Properties, Inc. in Anchorage, where he oversaw the
management of commercial and residential propertics and promoted the development of new projects. He previously
served as Development and Finance Manager of the Alaska Industrial Development and Export Authority, coordinating
cconomic development projects and the development of policy, and was promoted to Chief Executive Officer with the
responsibility for encouraging cconomic development and diversification in the State. As CEQ, he also served as the CEO
ofthe Alaska Energy Authority, a billion-dollar State corporation responsible for State-owned energy projects, State energy
pelicy, and rural energy programs. He has served as comptroller for the Alaska Department of Transportation and Public
Facilities where he was promoted to Deputy Commissioner of Finance and Management, responsible for the administrative
and financial functions of the department, as well as oversight of the Alaska Marine Highway System and International
Airport System. Prior to his public sector service, Mr. Simmons was a tax manager and supervisor at Coopers & Lybrand,
CPA's, in Anchorage. Mr, Simmons eamed his juris doctorate in 1979 from the University of Oregon, School of Law,
and his bachelor of science in business administration in 1974. He is a certificd public accountant and a member of the
Alaska State Bar.

Ms. Bobeite D. Bush, Vice Chair of the Corporation and Member of the Commission. Ms. Bush was appeinted
to the Commission in 1993 and was reappointed in 1997. Ms. Bush is retired, previously serving as the superintendent
of the Kuspuk School District in Aniak, Alaska. She received her bachelor of arts degree in 1969 from Whitman College
in Walla Walla, Washington, and a master of education degree in 1988 from the University of Alaska-Fairbanks. Her
professional experience includes 11 years ofteaching, serving as curriculum coordinator and curriculum staff development
director in the Kuspuk School District, principal of Aunti Mary Nicoli Elementary, and interim superintendent in the
Kuspuk School District prior to being named superintendent. Ms. Bush currently serves as a member of the College of
Rural Alaska Council, Bethel Broadcasting, Incorporated, and the Kuskokwim College Council.
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Mr. Ray Matiashowski, Commissioner, Department of Administration. Mr. Matiashowski was appointed
Commissioner in 2004. Previously in his role as Deputy Commission of the Department, Mr. Matiashowski oversaw the
divisions of Administrative Services, Alaska Longevity Programs, Finance, General Services, Information Technology
Group, Retirement and Benefits, Senior Services, and the Oil and Gas Conservation Commission. Prior to Mr.
Matiashowski's appointment as Deputy Commissioner, he owned and operated a real estate company in Ketchikan, Alaska.
Mr. Matiashowski has considerable experience in sales, having worked for a number of sales-oriented organizations. He
alsoserved as legislative aide and Chief of Staff to Senator Lloyd Jones. Mr. Matiashowski is a member of Omicron Delta
Epsilon and the International Honor Society in economics. He carned his Bachelor of Arts in economics from the
University of Washington, and is a 1983 graduate of the institute on comparative political and economic systems,
Georgetown University.

Kevin A. Brooks, Deputy Commissioner, Department of Administration. (Mr. Brooks serves on the Board as a
Delegate of Ray Matiashowski) Mr. Brooks was appointed Deputy Commissioner in June 2004, He oversees the divisions
of Administrative Services, Finance, General Services, Enterprise Technology Services, Retirement and Benefits, and the
Oil and Gas Conservation Commission. Mr. Brooks began his career with the State of Alaska in 1983 working as an
accounting clerk and went on to serve as the finance officer of the Department of Military and Veterans Affairs in January
of 1986. He later served as an accounting supervisor, budget analyst, and director of administrative services for the
Department of Administration. In 1992-93 he worked in the private sector as a business manager for a publishing
company, providing budget, accounting, and payroll services. From October 1993 to June of 2004 he served as the director
of administrative services for the Department of Fish and Game in Juneau, He earned his bachelor's degree in international
studies from the University of Michigan, and an MBA from the University of’ Alaska.

Mr. William A. Corbus, Commissioner, Department of Revenue. Mr. Corbus was appointed Commissioner on
December 9, 2002. Mr. Corbus recently retired as president of Alaska Electric Light and Power Company, the electrical
utility for Juncau, where he had worked since 1970. Mr. Corbus served on the Alaska State Pension Investment Board
from 1993 to 1999, and on several bank boards in Alaska. He holds a bachelor’s degree in industrial engineering from
Stanford University and a master's degree in business administration from the Amos Tuck Graduate School at Dartmouth
College. Mr. Corbus is a Navy veteran, and worked in financial planning and accounting at a New York City firm afler
leaving the Navy in the 1960s. As Revenue Commissioner, Mr. Corbus serves on the Board of Trustees of the Alaska
Permanent Fund Corporation, in addition to overseeing the tax, investment and public service functions of the 900-
employee Department of Revenue.

Mr. Tom Boutin, Deputy Commissioner, Department of Revenue, Treasury and Tax Division (Mr, Boutin serves
on the Board as the First Delegate of William Corbus). Mr. Boutin was appeinted Deputy Commissioner in February
2003. Mr. Boutin spent his first 22 years in New Hampshire, logging and working for dairies. He then moved to Alaska,
working as a logging engincer for Ketchikan Pulp Co. and as a timber faller, rigging slinger and equipment operator for
various logging and road building firms. He bought and sold logs, lumber, vencer and plywood for North Pacific Lumber
Company, and was Chief Financial Officer and then President and Chief Financial Officer for Klukwan, Inc., an Alaska
Native Claims Settlement Act corporation involved in forest products and money management. His government service
experience consists of State Debt Manager for the Alaska Department of Revenue, Alaska State Forester, and currently,
Deputy Commissioner for the Alaska Department of Revenue. Mr. Boutin has a Bachelor of Science from the University
of New Hampshire, and an MBA in Finance from the University of Orcgon. He has lived in Juneau for the past 21 years,

Mr. Edgar Blatchford, Commissioner, Department of Commerce, Conmmunity and Economic Development. Mr.
Blatchford was appointed Commissioner of the Department of Commerce, Community and Economic Development in
January 2003. At the time of his appointment, he was an Associate Professor of Journalism and Public Communications
at the University of Alaska-Anchorage. Previously, under Governor Walter J. Hickel, he served as Commissioner of
Community and Regional Affairs from 1990-1994. Mr. Blatchford carned a Bachelor of Arts degree from Alaska
Methodist University in 1973, a Juris Doctor degree from the University of Washington School of Law in 1976 and a
Masters of Arts degree in journalism from Columbia University in 1988. He is a former Mayor of Seward, and has served
on the Board of Directors of Chugach Alaska Corporation, including numerous terms as chairman. As Commissioner of
the Department of Commerce, Community and Economic Development, Mr. Blatchford oversees 14 divisions whose
mutual mission is to encourage and contribute to the state’s economic growth through business development and
investments in Alaska, the Lower 48, and international opportunities.



Greg Winegar, Director of the Division of Invesimenis. (Mr. Winegar serves as the First Delegate of Edgar
Blatchford.) Mr. Winegar was appointed Director of the Division of Investments in May 2000. This Division administers
various direct lending programs for the State and services loans for other State agencics, representing approximately 3,500
accounts totaling $250 million. Prior to his appointment as Director, Mr. Winegar served as the Division of Investment's
Lending Branch Manager for 21 years. Mr. Winegar received his bachelors degree from the Evergreen State College in
1973. In addition to his work as Lending Branch Manager, he also served as a Loan Officer for the Department for five
years where his responsibilities included credit analysis and recommendations for commercial, multi-family, residential
and consumer loan requests.

Staffing of the Corporation

The staff of the Commission also serves as staff of the Corporation in accordance with the Act. The Corporation
does not have the authority to hire staff independently. See "Staffing of the Commission" above.

Authority of the Corporation

The Act grants the Corporation various corporate powers, including, among others, the anthority to: (1) make and
execute agreements, contracts, and other instruments necessary or convenient in the exercise of the powers and functions
of the Corporation, including contracts with a person or governmental entity; (i1) borrow money to carry out its corporate
purposes and issue its obligations as evidence of the borrowing; (iii) collect from a borrower amounts owed with respect
to an education loan the Corporation has purchased; (iv) service education loans held by the Corporation; (v) purchase,
or participate in the purchase, of education loans; {vi) contract in advance for the purchase or sale of cducation loans;
{vii) scll, or participate in the sale, either public or private and on terms authorized by the Board, of education loans to
other purchasers; (viii) collect and pay reasonable fees and charges in connection with the purchase, sale and servicing
of education loans; (ix) enter into agreements with the Commission relating to cducation loans, the administration of the
education loan fund created under the Act, and the payment of and security for bonds of the Corporation; and (x) perform
acts that may be necessary or appropriate to carry out effectively the general objectives and purposes of the Corporation
under the Act.

Dividend Plan of the Corporation

In 20060, an amendment to the Act became effective which permits the Corporation, as approved by the Board,
1o pay the State a return of capital payment or a dividend for each base fiscal year that the Corporation’s net income equals
or exceeds $2,000,000. The payment amount may not be less than ten percent (10%) nor more than thirty-five percent
(35%), as approved by the Board, of the Corporation's net income for the base fiscal year, and is subject to the provisions
of any applicable bond indentures of the Corporation. The base fiscal year is the fiscal year ending two years before the
fiscal year in which payment is made available.

The Board of the Corporation has approved and paid return of capital payments to the State of $3 million and $5.6

million for payment in fiscal years 2004 and 2005, respectively. The Corporation has approved areturn of capital payment
1o the State of $3.1 million for payment in fiscal year 2006.
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THE ALASKADVANTAGE® LOAN PROGRAM

General

The information set forth under this heading, "THE ALASKADVANTAGE® LOAN PROGRAM," refers to the
Loan Progran generally and to Education Loans within the Loan Program generally and is not specific to Education Loans
within the Loan Program that are pledged as security for the Bonds. With respect to Education Loans within the Loan
Program that are pledged as security for the Bonds, sec "PLAN OF FINANCE."

The purpose of the Loan Program is to provide low-interest loans to Alaskans pursuing education and training
at a postsecondary level and to other qualified individuals attending postsccondary institutions in the State. The Loan
Program has grown from annually serving just over 1,000 Alaskans in the 1971-72 academic ycar, to serving more than
57,000 borrowers in 2004, In its thirty years of operation, over 320,000 education loans have been awarded to Alaskan
residents, it an amount in excess of $1,16 billion.

Education loans are provided to eligible Alaskans and may be used only to offset allowable educational costs as
defined by statute. The loans may be used for attendance at any accredited or approved college, university, or
vocational-technical program.

The following chart provides a five-year summary of the number of loans awarded by the Commission:

School Loans 1n-State Qut-oi-State Undergraduate Graduate

Year Awarded Loans Loans Loans Loans
1999-00 10,620 5,389 0r51% 5,231 or 49% 9,822 798
2000-01 9,939 4,722 or 48% 5,217 0r 52% 9,169 770
2001-02 9,369 4,474 or 48% 4,895 or 52% 8,530 767
2002-03 10,356 5,595 ar 54% 4,761 or 46% 9,451 905
2003-04 11,563 6,982 or 60% 4,581 or 40% 10,508 1,055
2004-05" 11,282 7,174 or 63% 4,108 or 37% 10,256 1,026

(0 As of March 31, 2005,

Borrower Benefit Program

The Corporation has approved various programs to provide incentives and rewards for borrowers. Under the
Borrower Benefit Program, effective July 1, 2005 through June 30, 2006, borrowers with qualified loans held by the
Corporation are cligible for certain reductions in interest rate or interest rate rebates on any such loan, Certain Education
Loans will be eligible under the Corporation's Borrower Benefit Program. The Borrower Benefit Program is subject to
the availability of funds and annual modification or termination by the Corporation in its discretion; provided, however,
any change in the Borrower Benefit Program which impacts any Education Loan held under the Indenture requires a Rating

Confirmation.

The Alternative Loan Program

There arc four types of alternative education loans available through the Loan Program: (i) Supplemental
Education Loans, which include Education Loans for students enrolled in half-time or greater status; (ii) Family Education
Loans; (iii) Teacher Education Loans; and (iv) Alternative Consolidation Loans (collectively, the "Altemative Loans"),
Substantially all loans financed by the Corporation prior to July 2002 have been Supplemental Education Loans.
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Following is a table which briefly shows certain characteristics of the Alternative Loans. These characteristics
are set by the Act.

Academic Aggregate Repayment Grace
Year Loan Limit™ Pericd Period
Loan Limit
Supplemental
Education Loan:
Graduate $9,500 847,500 10 years 6 months
Undergraduate 8,500 42,500 10 years 6 months
Vocational 6,500 42500 10 years 6 months
Family Education
Loan:
Graduate $9,500 $47,500 10 years N/A
Undergraduate 8,500 42,500 10 years N/A
Teacher Education
Loan:
Graduate $7,500 537,500 15 years 6 months
Undergraduate 7,500 37,500 15 years 6 months
Alternative
Consolidation Loan:
<$30,000 N/A Max of Loans 10 years N/A
$30,000 or N/A to Consolidate 15 years N/A
more

(*) A borrower's overall limit under the Alternative Loans (combining undergraduate and graduate education loans) cannat exceed $60,000.
The Federal Loan Program

After extensive analysis, the Corporation expanded its program offerings beginning with the 2002-2003 academic
year to include loans governed by the Higher Education Act (collectively, the "Federal Family Education Loans” or
"FFELP Loans" and, the program with respect thercto, the "Federal Family Education Loan Program” or "FFELP Loan
Program"). To accommodate the FFELP Loan Program, the Commission secured the status of "eligible lender” under the
Higher Education Act and entered into various agreements with NELA, which serves as the Commission's "cligible
guarantor” under the Higher Education Act. See "DESCRIPTION OF FEDERAL FAMILY EDUCATION LOAN
PROGRAM."

DESCRIPTION OF ALTERNATIVE LOANS
Supplemental Education Loan

A person is eligible for a supplemental education loan if certain statutory requirements are satisfied, including
(i) admission as at least a half-time student into a career education, associate, baccalaureate, or graduate degree program,
(ii) resident of the State and attendance at an approved college, university or vocational technical program, (iii) nonresident
of the State and attendance at an approved college, university or vocational technical program in the State, and (iv)
determination by the Commission that the person is credit worthy,

Currently, the [ean limit for any onc academic year is 59,500 for qualified graduate students, $8,500 for qualified
undergraduate students, and 56,300 for qualified vocational students. Under the Loan Program, borrowing limits amount
to 542,500 per student for undergraduate loans, $47,500 per student for graduate loans, and $60,000 overall. To maintain
a loan the student must continue to be enrolled, in academic good standing, in a carcer education program, college or
university at least half-time.

Repayment of the principal of and interest on a loan begins no later than six months afier the borrowers graduation

or a change in enrollment status to less than half-time. Repayment of the total amount owed is made in periodic
installments over ten years from the commencement of repayment, except with respect to certain periods of forbearance
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or deferment. If the Commission and the borrower agree to a different repayment schedule, the borrower is required to
repay the loan in accordance with such agreement. A borrower may make payments carlier than required.

Pursuant to the Supplemental Education Loan terms, the borrowers pay a variable rate of interest which is
adjusted annually on or after June | of each loan year and effective for the next twelve months beginning July |. The
variable interest rates are based on the bond equivalent rate of 91-day United States Treasury bills auctioned at the final
auction held before June 1 of the loan year plus up to 2.8% and arc capped at 8.25%.

Teacher Education Loan

The Teacher Education Loan Program is designed to support the growth of teaching staffs in rural areas of the
State. Historically, the annual loan volume under this program has been less than $1,500,000. These loans do not bear
interest while a student borrower is enrolled in a qualified educational program. Interest rates for Teacher Education Loans
are fixed rates set by the Commission and are based on the cost of funds plus up to 3% for program administration. The
Commission limits the number of new applicants to 90 cach year.

For substantially all of the Teacher Education Loans, repayment of the principal and interest begins six months
after the borrower's graduation or change in enrollment status to less than full-time. A borrower may make payments
carlier than required.

Borrowers of Teacher Education Loans can obtain up to 100% forgiveness on loans awarded if the borrower
teaches in rural Alaska for periods specified by the program. As of March 31, 2003, there were approximately $4,800,000
of outstanding loans eligible for forgiveness; the Corporation anticipates that only 40% of these loans will actually be
forgiven.

Family Education Loan

The Alaska Family Education Loan Program is designed to provide financial assistance to families for the
postsecondary education of family members. The intercst rate for these loans is currently fixed by State law at 5%,

Interest accrues on the loan from the time of the initial disbursement until the loan is paid in full. Repayment
begins the month following the date of last disbursement for the loan year. A borrower may make payments earlier than
required.

Alternative L.oan Fees

The Commission charges a 3% origination fee on all Altemnative Loans issued except the Alternative
Consolidation Loans. The purpose of the origination fee is to offset loan losses due to death, disability, bankruptcy or
default. These amounts are not pledged under the Indenture and there is no assurance that the amounts will be used to pay
for any losses incurred in connection with Education Loans held under the Indenture.

Alternative Consolidation Loans

Beginning July 1, 2004, botrowers with two or more supplemental toans, which total in the aggregate of at least
$3,500 may consolidate those loans under the Altenative Consolidation Loan Program.

Alternative Consolidation Loan applicants are subject to minimum FICO credit score standards or, alternatively,
must have made full and timely payments on all loans held by the Commission for the twelve-month period immediately
prior to the application.

Interest rates on the Alternative Consolidation Loans are fixed rates set annually by the Corporation and are based
on the 10-year United States Treasury note auctioned at the final auction held before March 1 plus up to 2%.

Repayment of principal and interest begins no later than 60 days from the date the Alternative Consolidation Loan

is originated. The repayment term for the Alternative Consolidation Loans is 10 years for loans with a principal balance
of less than $30,000 and 15 years for loans with a principal balance of 530,000 or more.
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DESCRIPTION OF FEDERAL FAMILY EDUCATION LOAN PROGRAM

General

The information under this heading, "DESCRIPTION OF FEDERAL FAMILY EDUCATION LOAN
PROGRAM," refers to the FFELP Loan Program generally and to FFELP Loans within the FFELP Loan Program
generally and is not specific to FFELP Loans that are pledged as security for the Bonds. With respect to FFELP Loans
that are pledged as security for the Bonds, see "PLAN OF FINANCE."

The FFELP Loan Program includes several different educational loan programs. Under these programs, state
agencies or private nonprofit corperations administering FFELP Lean insurance programs ("Guarantee Agencies" or
"Guarantors') are reimbursed for losses sustained in the operation of their programs, and holders of certain loans made
under such programs are paid subsidies for owning such loans. Certain provisions of the Federal Family Education Loan
Program are summarized below and are qualified in their entirety by reference to the Higher Education Act and the
regulations promuigated thereunder. The Commission is an "eligible lender" under the Higher Education Act.

The Higher Education Act has been subject to frequent amendments, including several amendments that have
changed the terms of and eligibility requirements for the FFELP Loans. There can be no assurance that the Higher
Education Act, or other relevant federal or State laws, rules and regulations will not be changed in the future in a manner
that will adversely impact the programs described below and the student loans made thereunder. Generally, this Official
Statement describes only the provisions of the Federal Family Education Loan Program that currently apply to loans made
on or after July 1, 1998. The following summary of the Federal Family Education Loan Program as established by the
Higher Education Act does not purport to be comprehensive or definitive and is qualified in its entirety by reference to
the text of the Higher Education Act and the regulations thereunder.

Federal Family Education Loans

Several types ofloans are currently authorized as Federal Family Education Loans pursuant to the Federal Family
Education Loan Program. These include: (i) loans to studemnts meeting certain financial needs tests with respect to which
the federal government makes interest payments available to reduce student intercst cost during periods of enroliment
("Subsidized Stafford Loans"); (ii) loans to students made without regard to financial need with respect to which the
federal government does not make such interest payments ("Unsubsidized Stafford Loans” and, collectively with
Subsidized Stafford Loans, "Stafford Loans"); (ii1) loans to parents of dependent students ("PLUS Loans™); and (iv) loans
available to borrowers with certain existing federal educational loans to consolidate repayment of such loans
("Consolidation Loans").

Subsidized Stafford Loans

The Higher Education Act provides for federal (i) insurance or reinsurance of eligible Subsidized Stafford Loans,
(i) interest subsidy paymenits to cligible lenders with respect to certain eligible Subsidized Stafford Loans, and (ifi) SAP
representing an additional subsidy paid by the Secretary of the U.S. Department of Education (the "Secretary™) to such
holders of eligible Subsidized Staftord Loans.

Subsidized Stafford Loans are eligible for reinsurance under the Higher Education Act if the eligible student to
whom the loan is made has been accepted or is enrolled in good standing on at least a half-time basis at an cligible
institution of higher education or vocational school. In connection with eligible Subsidized Stafford Loans there are limits
as to the maximum amount which may be borrowed for an academic year and in the aggregate for both undergraduate and
graduate/professional study. The Secretary has discretion to raise these limits to accommodate students undertaking
specialized training requiring exceptionally high costs of education.

Subject to these limits, Subsidized Stafford Loans are available to borrowers in amounts not excceding their
unmet need for financing as provided in the Higher Education Act. Provisions addressing the implementation of need
analysis and the relationship between unmet need for financing and the availability of Subsidized Stafford Loan Program
funding have been the subject of frequent and extensive amendment in recent years. There can be no assurance that further
amendment to such provisions will not materially affect the availability of Subsidized Stafford Loan funding to borrowers
or the availability of Subsidized Stafford Loans for secondary market acquisition.
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Oualified Students and Institnutions. Generaily, a loan may be made only to a United States citizen or national
or otherwise eligible individual under federal regulations who (i) has been accepted for enrollment or is enrolled and is
maintaining satisfactory progress at an eligible institution, (ii) is carrying at least one-half of the normal full-time academic
workload for the course of study the student is pursuing, as determined by such institution, (ili) has agreed to notify
promptly the holders of the loan of any address change, and (iv) meets the applicable "need" requirements. Eligible
institutions include higher educational institutions and vocational schools that comply with certain federal regulations,
With certain exceptions, an institution with a cohort (composite) default rate that is higher than certain thresholds specified
in the Higher Education Act is not an cligible institution.

Unsubsidized Stafford Loans

Unsubsidized Stafford Loans are available for students who do not qualify for Subsidized Stafford Loans after
the need analysis methodology due to parental and/or student income or assets in excess of permitted amounts. Such
students are entitled to borrow the difference between the Stafford Loan maximum amount and their Subsidized Stafford
eligibility. In other respects, the general requirements for Unsubsidized Stafford Loans are essentially the same as those
for Subsidized Stafford Loans. The interest rate, the annual loan limits, the loan fee requirements and the special
allowance payment provisions of the Unsubsidized Stafford Loans are the same as the Subsidized Stafford Loans.
However, the terms of the Unsubsidized Stafford Loans differ materially from Subsidized Stafford Loans in that the
Secretary does not make interest subsidy payments and the loan limitations are determined without respect to the expected
family contribution. The borrower is required to pay interest from the time such loan is disbursed or capitalize the interest
until repayment begins.

PLUS Loan Program

The Higher Education Act authorizes PLUS Loans to be made to parents of cligible dependent undergraduate
students. Only parents who do not have an adverse credit history or, if permitted by the lender, have an endorser who does
not have an adverse credit history, are eligible for PLUS Loans. The basic provisions applicable to PLUS Loans are
similar to those of Stafford Loans with respect to the involvement of Guarantee Agencies and the Secretary in providing
federal reinsurance on the loans. However, PLUS Loans differ significantly from Subsidized Stafford Loans, particularly
because federal interest subsidy payments are not available under the PLUS Program and SAP are more restricted.

The FFELP Consolidation Loan Program

The Higher Education Act authorizes a program under which certain borrowers may consolidate their various
FFELP Loans into a single loan insured and reinsured on a basis similar to Subsidized Stafford Loans. Consolidation
Loans may be made in an amount sufficient to pay outstanding principal, unpaid interest and late charges on certain
federally insured or reinsured FFELP Loans (other than PLUS Loans made to "parent borrowers") selected by the
borrower, as well as loans made pursuant to the Perkins Loan Program (formerly "National Direct Student Loan™), loans
made pursuant to the Health Professional Student Loan Program, Health Education Assistance Loans, Nursing Student
Loans, and loans made pursuant to the William D. Ford Federal Direct Loan Program (the "Direct Loan Program"). The
borrowers may be cither in repayment status or in a grace period preceding repayment, Definquent or defaulted borrowers
are cligible to obtain Consolidation Loans if they have made satisfactory repayment arrangements with the holders of the
defaulted loan or agreed to repay the Consolidation Loan under an income-sensitive repayment schedule. Borrowers may
add additional loans to a Consolidation Loan during the 180-day period following origination of the Consolidation Loan,
Further, a married couple who agree to be jointly and severally liable are treated as one borrower for purposes of loan
consolidation eligibility. A Consolidation Loan will be federally insured or reinsured only if such loan is made i
compliance with requirements of the Higher Education Act.

If a borrower is unable to obtain a Consolidation Loan with income sensitive repayment terms acceptable to the
borrower from the holders of the borrower'’s outstanding loans (that are selected for consolidation), or from any other
eligible lender, the Higher Education Act authorizes the Secretary to offer the borrower a Direct Consolidation Loan with
income contingent terms under the Direct Loan Program. Such Direct Consolidation Loans shall be repaid either pursuant
to income contingent repayment or any other repayment provision under the authorizing section of the Higher Education
Act.



Inferest Rates

Subsidized Stafford Loans and Unsubsidized Stafford Loans disbursed on or after October 1, 1998 and prior to
July 1, 2006 which are in-school, grace and deferment periods bear interest at a rate equivalent to the 91-day T-Bili rate
plus 1.7 percent, with a maximum rate of 8.25 percent. Subsidized Stafford Loans and Unsubsidized Stafford Loans in
all other periods bear interest at a rate equivalent to the 91-day T-Bill rate plus 2.3 percent, with a maximum rate of 8.25
percent. The rate is adjusted annually on July 1. PLUS Loans bear interest at a rate equivalent to the 9t-day T-Bill rate
plus 3.1 percent, with a maximum rate of 9 percent. Consolidation Loans for which the application was received by an
eligible lender on or after October 1, 1998 and prior to July [, 2006, bear interest at a rate equal to the weighted average
of the leans consolidated, rounded to the nearest higher one-eighth of one percent, with a maximum rate of 8.25 percent.

All Subsidized Stafford Loans and Unsubsidized Stafford Loans first disbursed on or after July 1, 2006 will bear
interest at the fixed rate of 6.8%. Similarly, PLUS loans first disbursed on or after July 1, 2006 will bear interest at the
fixed rate of 7.9%. Finally, Consolidation Loans made as a result of applications received on or after July 1, 2006 will
bear interest at a rate equal to the lesser of (i) the weighted average of the interest rates on the loans consolidated, rounded
to the nearest higher one-eighth of 1%, or (ii) 8.25%.

Loan Limits

A Stafford Loan borrower may receive a subsidized loan, an unsubsidized loan, or a combination of both for an
academic period. Generally, the maximum amount of a Stafford Loan for an academic year cannot exceed $2,625 for the
first year of undergraduate study, $3,500 for the sccond year of undergraduate study and $5,500 per year for the third,
fourth and fifth years of undergraduate study. The aggregate limit of Stafford Loans for undergraduate study is $23,000;
however, if the student's parent is unable to obtain a PLUS Loan, the student's aggregate amount may not exceed $46,000
for undergraduate study, with Subsidized Stafford Loans comprising no more than 523,000 of the total limit. Independent
undergraduate students may receive an additional Unsubsidized Stafford Loan of up to $4,000 for the first and second
years of study, and up to $5,000 for the third, fourth and fifth years of study, with an aggregate maximum of $46,000, with
Subsidized Stafford Loans comprising no more than $23,000 of the total imit. The maximum amount of the loans for an
academic year for graduate students is $8,500, and independent students may borrow an additional Unsubsidized Stafford
Loan up to 510,000 per academic year. The aggregate unpaid principal amount of such loans of the borrowers may not
exceed $138,500 with Subsidized Stafford Loans comprising no more than 565,000 of the total limit. The Secretary has
discretion to mise these limits by regulation to accommodate highly specialized or exceptionally expensive courses of
study.

The total amount of all PLUS Loans that parents may borrow on behalf of each dependent student for any
academic year may not exceed the student's cost of attendance minus other estimated financial assistance for that student,

Repayment

Repayment of principal on a Stafford Loan does not commence while a borrower remains a qualified student, but
generally begins not more than six months after the borrower ceases to pursue at least a half-time course of study (the six
month period is the "Grace Period"). Grace Periods may be waived by borrowers and borrowers requesting FFELP
consolidation prior to the end of the grace period forfeit any time remaining in their grace period. Except for certain
borrowers described below in general, each such loan must be scheduled for repayment over a period of not less than five
or more than 10 years (excluding any "deferment period" or "forbearance period" as defined by the Higher Education Act)
after the commencement of repayment. Repayment of interest on an Unsubsidized Stafford Loan begins immediately upon
disbursement of the loan, however the lender may capitalize the interest until repayment of principal is scheduled to begin.
An extended repayment plan, not to exceed 25 years, is also available to new borrowers of loans disbursed on or afier July
1, 1998 with loans totaling more than $30,000. Once a repayment plan is established, the borrower may annually change
the selection of the plan. Student borrowers are entitled to accelerate, without penalty, the repayment of all or any part of
a guaranteed student loan.

The Higher Education Act currently requires minimum annual payments of $600, including principal and interest
{but in no cvent less than the accrued interest), unless the borrower and the lender agree to lesser payments; in instances
in which a borrower and spouse both have such loans outstanding, the total combined payments for such a couple may not
be less than $600 per year. Regulations of the Secretary require lenders to offer standard, graduated or income-sensitive
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repayment schedules to borrowers. Use of income sensitive repayment plans may extend the ten-year maximum term for
up to five years.

PLUS Leans enter repayment on the date the last disbursement is made on the loan. Interest accrues and is due
and payable from the date of the first disbursement of the loan. The first payment is due within 60 days after the loan is
fully disbursed. Repayment plans are the same as in the Subsidized and Unsubsidized Stafford Loan Program,

Consolidation Loans enter repayment on the date the loan is disbursed. The first payment is due within 60 days
after that date. Consolidation Loans must be repaid during a period agreed to by the borrower and lender, subject to
maximum repayment periods which vary depending upon the principal amount of the borrower's outstanding FFELP Loans
(but no longer than 30 years).

Deferment and Forbearance Periods

During certain periods and subject to certain conditions prescribed by the Higher Education Act, no principal
repayments need to be made during certain periods prescribed by the Higher Education Act ("Deferment Periods™) but
interest accrues and must be paid. Generally, Deferment Periods include periods (a) when the borrower has returned to
an cligible educational institution on at least half-time basis or is pursuing studies pursuant to an approved graduate
fellowship or rehabilitation training program, (b) not exceeding three years while the borrower is secking and unable to
find full-time employment, and (c) not in excess of three years for any reason which the lender determines, in accordance
with regulations, has caused or will cause the borrower econemic hardship. Deferment Periods extend the maximum
rcpayment periods. Under cerain circumstances, a lender may also allow periods of forbearance ("Forbearance™) during
which the borrower may defer payments because of temporary financial hardships. The Higher Education Act specifies
certain periods during which forbearance is mandatory. Mandatory forbearance periods exist when the borrower is
impacted by a national emergency or by military mobilization or when the geographical area in which the borrower resides
or works is declared a disaster arca by certain officials. Other mandatory periods include periods during which the
borrower is (a) participating in a medical or dental residency and is not eligible for deferment; (b) serving in a qualified
medical or dental internship program or certain national service programs; or (c) determined to have a debt burden of
certain federal loans equal to or exceeding 20% of the borrower's gross income. In other circumstances, forbearance may
be granted at the lender's option. Forbearance also extends the maximum repayment periods.

Intercest Subsidy Payments

The Secretary is to pay interest on Subsidized Stafford Loans while the borrower is a qualified student, during
a Grace Period or during certain Deferment Periods. In addition, those portions of Consolidation Loans that repay
Subsidized Stafford Loans or similar subsidized loans made under the Direct Loan Program are eligible for interest subsidy
payments. The Secretary is required to make interest subsidy paymenits to the holders of Subsidized Stafford Loans in the
amount of interest accruing on the unpaid balance thercof prior to the commencement of repayment or during any
Deferment Period. The Higher Education Act provides that the holder of an eligible Subsidized Stafford Loan, or the
eligible portions of Consolidation Loans, shall be deemed to have a contractual right against the United States to receive
interest subsidy payments from the Secretary (including the right to receive interest or interest subsidy payments not timely
paid)in accordance with its provisions.



Special Allowance Payments

The Higher Education Act provides for Special Allowance Payments ("SAP") to be made by the Secretary to
eligible lenders. The rates for SAP are based on formulae that differ according to the type of loan, the date the loan was
first disbursed, the interest rate and the type of funds used to finance such loan (tax-exempt or taxable). Loans made or
purchased with funds obtained by the holder from the issuance of tax-exempt obligations issued prior to October 1, 1993
have an effective minimum rate of return 0f 9.5%. The SAP payable with respect to FFELP Loans acquired or funded with
the proceeds of tax-exempt obligations issued after September 30, 1993 are equal to those paid to other lenders. (The
Higher Education Act has been subject to frequent amendments which could impact SAP.) See also "CERTAIN
INVESTMENT CONSIDERATIONS —~ Special Allowance Payments."

Subject to the foregoing, the formulae for SAP rates for Subsidized Stafford Loans and Unsubsidized Stafford
Loans are summarized in the following chart. The term "T-Bill" as used in this table and the following table, means the
average 91-day Treasury bill rate calculated as a "bond equivalent rate” in the manner applied by the Secretary as referred
to in Section 438 of the Higher Education Act. The term "3-Month Commercial Paper Rate" means the 90-day commercial
paper index caleulated quarterly and based on an average of the daily 90-day commercial paper rates reported in the
Federal Reserve's Statistical Release H-15. As a general matter, the amount of the SAP with respect to any loan is the
difference between interest on such loan at its stated rate of interest and the SAP Rate applicable to such loan {assuming
that the former is greater than the latter).

Date of Loans Annualized Special Allowance Payments Rate
On or after October 1, 1992 to T-Bill Rate less Applicable Interest Rate +3.1%

June 30, 1995

On or after July 1, 1995 to T-Bill Rate less Applicable Interest Rate + 3.19%'
June 30, 1998

On or after July 1, 1998 to T-Bill Rate iess Applicable Interest Rate +2.8%%
December 31, 1999

On or after January 1, 2000 to 3-Month Commercial Paper Rate less Applicable Interest Rate + 2,34%%
June 30, 2006

(}) Substitwte 2.5% in this formala while such loans are in the in-school or grace period.

(2) Substitute 2.2% in this formula while such loans are in the in-school or grace period.

3) Substisute 1.74% in this formula while such loans are in the in-schoel or grace period.
g P

The formulae for SAP rates for PLUS and Consolidation Loans are as follows:

Date of Loans Annualized Special Allowance Payments Rate
On or after October 1, 1992 to T-Bill Rate less Applicable Interest Rate + 3,1%

December 31, 1999

On or after January 1, 2000 to 3-Month Commercial Paper Rate less Applicable Interest Rate + 2.64%
June 30, 2006

SAP are generally payable, with respect to variable rate FFELP Loans to which a maximum borrower interest
rate applies, only when the maximum borrower interest rate is in effect. The Sceretary offsets Interest Subsidy Payments
ard SAP by the amount of Origination Fees and Lender Loan Fees described below in - FFELP Loan Fees."

The Higher Education Act provides that a holder of a qualifying loan who is entitled to receive SAP has a
contractual right against the United States to receive those payments during the life of the loan. Receipt of SAP, however,
is conditioned on the eligibility of the loan for federal insurance or reinsurance benefits. Such cligibility may be lost due
to violations of federal regulations or Guarantee Agency requirements, Under recent amendments, the current Special

24



Allowance Payment formula for PLUS Loans extends through June 30, 2006. For PLUS Loans first disbursed on or after
July 1, 2006, SAP will only be made when the 3-month Commercial Paper Rate plus 2.64% exceeds 9.00%.

FFELP Loan Fees

Insurance Premium. A Guaranice Agency is authorized to charge a premium, or guarantee fee, of up to 1% of
the principal amount of the loan, which may be deducted proportionately from cach installment of the loan. Generally,
Guarantee Agencics, including NELA, have waived this fee since 1999,

Origination FFee. The lender is required to pay to the secretary an origination fec equal to 3% of the principal
amount of each Subsidized and Unsubsidized Stafford and PLUS Loan, The lender may charge these fees to the borrower
by deducting them proportionately from each disbursement of the loan proceeds.

Lender Loan Fee, The lender of a FFELP Loan is required to pay to the Secretary an additional origination fee
equal to 0.5% of the principal amount of the loan. The Secretary collects from the lender or subsequent holder the
maximum origination fee authorized (regardiess of whether the lender actually charges the borrower) and the lender loan
fee, either through reductions in Interest Subsidy or SAP or directly from the lender or holder,

Rebate Fee on Consolidation Loans. The holder of any Consolidation Loan is required to pay to the Secretary
a monthly fee equal to .0875% (1.05% per annum) of the principal amount of, plus accrued interest on, the loan.

INSURANCE AND GUARANTEES

A Federal Family Education Loan is considered to be in default for purposes of the Higher Education Act when
the borrower fails to make an installment payment when due, or to comply with other terms of the loan, and if the failure
persists for 270 days in the case of a loan repayable in monthly installments or for 330 days in the case of a loan repayable
in less frequent installments.

If the loan in default is covered by federal loan insurance in accordance with the provisions of the Higher
Education Act, the Secretary is to pay the holder the amount of the loss sustained thereby, upon notice and determination
of such amount, within 90 days of such notification. If the loan is guaranteed by a guarantor in accordance with the
provisions of the Higher Education Act, the guarantor is to pay the holder a percentage of such amount of the loss subject
to reduction as described in the following paragraphs within 90 days of such notification.

Federal Insurance

The Higher Education Act provides that, subject to compliance with such Act, the full faith and credit of the
United States is pledged to the payment of insurance claims and ensures that such reimbursements are not subject to
reduction. In addition, the Higher Education Act provides that if a guarantor 1s unable to meet its insurance obligations,
holders of loans may submit insurance claims directly to the Secretary until such time as the obligations are transferred
to a new guarantor capable of meeting such obligations or until a successor guarantor assumes such obligations, Federal
reimbursement and insurance payments for defaulted loans are paid from the Student Loan Insurance Fund established
under the Higher Education Act. The Secretary is authorized, to the extent provided in advance by appropriations acts,
to issue obligations to the Secretary of the Treasury to provide funds to make such federal payments.

Guarantees

If the loan is guaranteed by a guarantor in accordance with the provisions of the Higher Education Act, the
cligible lender is reimbursed by the guarantor for a statutorily-set percentage of the unpaid principal balance of the loan
plus accrued unpaid interest on any loan defaulted so long as the eligible lender has properly serviced such loan. Under
the Higher Education Act, the Secretary enters into a guarantee agreement and an annually renewable supplemental
guarantee agreement (the "Guarantee Agreements”) with cach guarantor which provide for federal reimbursement for
amounts paid to eligible lenders by the guarantor with respect to defaulted loans.

Guarantee Agreements.  Pursuant to the Guarantee Agreements, the Sceretary is to reimburse a guarantor for
a statutorily-sct percentage of the amounts expended in connection with a claim resulting from the death, bankruptcy or
total and permanent disability of a borrower, the death of a student whose parent is the borrower of a PLUS Loan, or claims
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by borrowers who are unable to complete the programs in which they are enrelled due to school closure or borrowers
whose borrowing eligibility was falsely certified by the cligible institution. Such claims are not included in calculating
a guarantor's claims rate experience for federal reimbursement purposes. Generally, education loans are non-dischargeable
in bankruptey unless the bankruptey court determines that the debt will impose an undue hardship on the borrower and
the borrower's dependents. Further, the Secretary is to reimburse a guarantor for any amounts paid to satisfy claims not
resulting from death, bankruptey, or disability subject to reduction as described below.

The Secretary may terminate Guarantee Agreements if the Secretary determines that termination is necessary to
protect the federal financial interest or to ensure the continued availability of loans to student or parent borrowers. Upon
termination of such agreements, the Secretary is authorized to provide the guarantor with additional advance funds with
such restrictions on the use of such funds as is determined appropriate by the Secretary, in order to meet the immediate
cash needs of the guarantor, ensure the uninterrupted payment of claims, or ensure that the guarantor will make loans as
the lender-of-last-resort.

If the Secretary has terminated or is seeking to terminate Guarantee Agreements, or has assumed a guarantor's
tunctions, notwithstanding any other provision of law: (i) no statc court may issue an order affecting the Sccretary's actions
with respect to that guarantor; (i1} any contract entered into by the guarantor with respect to the administration of the
guarantor's reserve funds or assets acquired with reserve funds shall provide that the contract is terminable by the Secretary
upon 30 days notice to the contracting parties if the Secretary determines that such contract includes an impermissible
transfer of funds or assets or is inconsistent with the terms or purposes of the Higher Education Act; and (ii1) no provision
of state law shall apply to the actions of the Sccretary in terminating the operations of the guarantor. Finally,
notwithstanding any other provision of law, the Secretary’s liability for any outstanding liabilities of a guarantor (other
than outstanding student loan guarantees under the Higher Education Act), the functions of which the Secretary has
assumed, shall not excecd the fair market value of the reserves of the guarantor, minus any necessary liquidation or other
administrative costs.

Reimbursement. The amount of a reimbursement payment made by the Secretary to a guarantor is subject to
reduction based upon the annual claims rate of the guarantor. The annual claims rate of a guarantor is equal to the amount
of reimbursement payments made by the Secretary to the guarantor during the previous fiscal year expressed as a
percentage of all FFELP Loans guaranteed by that guarantor and in repayment as of the last day of such preceding fiscal
year. The claims experience is not accumulated from year to year, but is determined solely on the basis of claims in any
one federal fiscal year compared with the original principal amount of loans in repayment at the beginning of that year.
The formula for reimbursement amounts is summarized in the table below:

GUARANTOR GUARANTOR
CLAIMS REIMBURSEMENT GUARANTOR REIMBURSEMENT REIMBURSEMENT
RATE RATE FOR LOANS RATE FOR LOANS MADE RATE FOR LOANS MADE
MADE PRIOR BETWEEN OCTOBER I, 1993 ON OR
TO OCTOBER 1, 1993 AND SEPTEMBER 30, 1998° AFTER QCTOBER 1, 1998
0% up to 3% 100% 938% 95%
5% up to 9% 100% of claims up to 98% of claims up to 5%; and 88%  95% of claims up to 5% and
5%; and 90% of claims of claims 5% and over 85% of claims 5% and over

5% and over

9% and over 100% of claims up to 98% of claims up to 5%; 88% of 95% of claims up to 5%,
5%; 90% of claims 5% claims 5% up to 9%; 78% of 85% of claims 5% up to 9%;
up to 9%; 80% of claims claims 9% and over 75% of claims 9% and over

9% and over

* Other than student loans made pursuant to the lender-of-fast resort program or student loans transferred by an insolvent guarntor as to which the
amount of reinsurance is equal 1o 100%.

The original principal amount of loans guaranteed by a guarantor which are in repayment for purposes of
computing reimbursement payments to a guarantor means the original principal amount of all loans guaranteed by a



guarantor less: (i} guarantee payments on such loans, (i) the original principal amount of such loans that have been fully
repaid, and (i) the original amount of such loans for which the first principal installment payment has not become due.

In addition, the Secretary may withhold reimbursement payments if a guarantor makes a material
misrepresentation or fails to comply with the terms of its agreements with the Secretary or applicable federal law. A
supplemental guarantee agreement is subject to annual rencgotiation and to termination for cause by the Secretary.

Under the Guaraniee Agreements, if a payment on a Federal Family Education Loan guaranteed by a guarantor
is received after reimbursement by the Secretary, the Secretary is entitled to receive an equitable share of the payment.
Guarantor retentions afler payment of the Secretary's equitable share on such collections on consolidations of defaulted
loans were reduced to 18.5% from 27% cffective July I, 1997 and for other loans were reduced from 27% to 24% {23%
effective October 1, 2003).

Lender Agreements. Pursuant to most typical agreements for guarantee between a guarantor and the originator
of the loan, any eligible holder of a loan insured by such a guarantor is entitled to reimbursement from such guarantor of
any proven loss incurred by the holder of the loan resulting from default, death, permanent and total disability or
bankruptcy of the student borrower at the rate of 98% of such loss subject to certain limitations (100% for loans in default
made on or after October 1, 1993), Guarantors generally deem default to mean a student borrower's failure to make an
installment payment when due or to comply with other terms of a note or agreement under circumstances in which the
holder of the loan may reasonably conclude that the student borrower no longer intends to honor the repayment obligation
and for which the failure persists for 270 days in the case of a loan payable in monthly installments or for 330 days in the
case of a loan payable in less frequent installments. When a loan becomes from 60 days past due, the holder is required
to request default aversion assistance from the applicable guarantor in order to attempt to cure the delinquency. Whena
loan becomes 240 days past due, the holder is required to make a final demand for payment of the loan by the borrower.
The helder is required to continue collection efforts until the loan is 270 days past due. At the time of payment of
insurance benefits, the holder must assign to the applicable guarantor all rights accruing to the holder under the note
evidencing the loan.

Any holder of a loan is required to exercise due care and diligence in the servicing of the loan and to utilize
practices which are at least as extensive and forceful as those utilized by financial institutions in the collection of other
consumer loans. If a guarantor has probable cause to believe that the holder has made misrepresentations or failed to
comply with the terms of its agreement for guarantee, the guarantor may take reasonable action including withholding
payments or requiring reimbursement of funds. The guarantor may also terminate the agreement for cause upon notice
and hearing.

Guarantor Reserves. Each guarantor is required to establish a Federal Student Loan Reserve Fund (the "Federal
Fund") which, together with any earnings thereon, arc deemed to be property of the United States. Each guarantor is
required to deposit into the Federal Fund any reserve funds plus reinsurance payments received from the Secretary, the
Secretary's share of default collections, insurance premiums, 70% of payments received as administrative cost allowance
and other receipts as specified in regulations, A guarantor is authorized to transfer up to 180 days of cash expenses for
normal operating expenscs (other than claim payments) from the Federal Fund to the Operating Fund (described below)
at any time during the first three years after establishment of the fund. The Federal Fund may be used to pay lender claims
and to pay default aversion fees into the Operating Fund. A guarantor is also required to establish an operating fund (the
"Operating Fund™) which, except for funds transferred from the Federal Fund, is the property of the guarantor. A guarantor
may deposit into the Operating Fund loan processing and issuance fees equal to 0.65% of the total principal amount of
loans insured during the fiscal year, 30% of payments received after October 7, 1998 for the administrative cost allowance
for loans insured prior to that date and the 24% retention of collections on defaulted loans and other receipts as specified
inregulations (23% retention date effective October 1, 2003). An Operating Fund must be used for application processing,
loan disbursement, enrollment and repayment status management, default aversion, collection activities, compliance
tonitoring, and other student financial aid related activities,

The Higher Education Act required the Secretary to recall 51 billion in federal reserve funds from guarantors on
September 1, 2002. Each guarantor was required to transfer its cquitable share of the $ billion to a restricted account.
Each guarantor was to transfer its required share to the restricted account in equal annual instaliments for each of the five
federal fiscal years 1998 through 2002. However, a guarantor with a reserve ratio cqual to or less than 1.1% as of
September 30, 1996 may transfer its required share to the restricted account in four equal annual installments beginning
in federal fiscal year 1999, The guarantor's required reserve ratio has been reduced from 1.1% to .25%.
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The Higher Education Act provides for an additional recall of reserves from each Federal Fund, but also provides
for certain minimum reserve levels which are protected from recall. The Secretary is authorized to enter into voluntary,
flexible agreements with guarantors under which various statutory and regulatory provisions can be waived. In addition,
under the Higher Education Act, the Secretary is prohibited from requiring the return of all of a guarantor's reserve funds
unless the Sccretary determines that the return of these funds is in the best interest of the operation of the FFELP Loan
Program, or to ensurc the proper maintenance of such guarantor's funds or assets or the orderly termination of the
guarantor'’s operations and the liquidation of its assets. The Higher Education Act also authorizes the Secretary to direct
a guarantor to: (i) return to the Secretary all or a portion of its reserve fund that the Secretary determines is not needed to
pay for the guarantor's program expenses and contingent liabilities; and (ii} cease any activities involving the expenditure,
use or transfer of the guarantor's reserve funds or assets which the Secretary determines is a misapplication, misusc or
improper expenditure.

GUARANTOR
Lack of Liability of Eligible Guarantors

Neither the guarantee funds nor any other assets or revenues of the eligible guarantors, including amounts payable
to the eligible guarantor by the Secretary, as described above, are pledged as security for the 2005 Bonds or are available
for payment of the 2005 Bonds. However, amounts paid from such assets and revenues by the eligible guarantors to the
Corporation in fulfillment of the eligible guarantor insurance obligations with respect to FFELP Loans are so pledged.

The Guarantor

Northwest Education Loan Association. NELA was organized as a private, non-profit corporation in November
1978 under the General Corporation Law of the State of Washington. In accordance with its Articles of Incorporation,
NELA (i) maintains facilities for the provision of guarantee services with respect to approved education loans made to or
for the benefit of eligible students who are enrolled at or plan to attend approved educational institutions, (ii) guarantees
education loans made pursuant to the Higher Education Act loan programs and (iii) serves pursuant to designation as the
guaranty agency for the Federal Family Education Loan Programs in Washington and Idaho. Effective December 13,
2004, United Student Aid Funds, Inc. ("USA Funds") became the sole corporate member of NELA,

NELA contracts with Student Assistance Corporation, a wholly owned subsidiary of SLM Corporation, to
perform default aversion services, SLM Corporation and its subsidiaries are not sponsored by nor are they agencies of
the United States of America.

For the purpose of providing loan guarantees under the Higher Education Act, NELA has cntered into various
agreements with the Secretary of Education (collectively, the "Federal Reinsurance Agreements"). Pursuantto the Federal
Reinsurance Agreements, NELA serves as a "Guaranty Agency" as defined in Section 435(3) of the Higher Education Act.
Under the terms of the Federal Reinsurance Agreements, reinsurance is paid to NELA by the Secretary in accordance with
a formula based on the annual default rate of loans guaranteed by NELA under the Higher Education Act. Under the
Higher Education Act, certain reserve funds of a guarantee agency are considered the property of the United States and
recalls of reserves may oceur.

At September 30, 2004, NELA had total assets in excess of 528 million, including restricted assets of
approximately 513 million. At September 30, 2004, the amount of loans guaranteed by NELA for fiscal year 2004 was
approximately $847 million (including consolidations).



NELA's "claims rate” (see, "INSURANCE AND GUARANTEES-Guarantees-Reimbursement”) represents the
percentage of default claims (based on dollar value) submitted as reinsurance claims to the Department of Education
relative to its existing portfolio of loans in repayment at the start of the federal fiscal year. Past "claims rates" were as
follows:

Year Past ""Claim Rates"
2600 3.00%

2001 1.55

2002 2.00

2003 1.44

2004 1.08

NELA will provide a copy of its most recent annual report upon receipt of a written request directed to its
headquarters at 190 Queen Anne Ave, N, Suite 300, Seattle, WA 98109, Attention: Executive Director.

Reimbursement

The original principal 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: (1) guarantee payments on such loans, (2) the original principal amount of such loans that have
been fully repaid, and (3) the original amount of such loans for which the first principal installment payment has not
become due.

In addition, the Secretary may withhold reimbursement payments if a guaranty agency makes a material
misreprescntation or fails to comply with the terms of its agreements with the Secretary or applicable federal law, A
supplemental Guaranty Agreement is subject to annual renegotiation and to termination for cause by the Secretary. The
Corporation has no knowledge as to whether any aforementioned supplemental Guaranty Agreement will be renegotiated
or, if renegotiated, whether it will be rencgotiated on the same terms or terms different from those that are currently in
cffect.

Under the Guaranty Agreements and the supplemental guaranty agreements, if a payment on a FFELP Loan
guaranteed by a guaranty agency is received after reimbursement by the Secretary, the Secretary is entitled to receive an
equitable share of the payment.

The Corporation (or any other holder of a Loan) is required to exercise due care and diligence in the servicing
of the Loan and to utilize practices which arc at lcast as extensive and forceful as those utilized by financial institutions
in the collection of other consumer loans. If a guaranty agency has probable cause to believe that the holder has made
misrepresentations or failed to comply with the tenms of its agreement for guarantee, the guaranty agency may take
reasonable action including withholding payments or requiring reimbursement of funds. Prior to the end of the initial term
(or any renewal period), termination of the agreement by the guarantor would entail notice and the opportunity for a
hearing. The guarantor has other interim remedics, including emergency suspension, and the Secretary has independent
remedies.

LOAN SERVICING AND COLLECTION
General

The Commission services the Education Loans owned by the Corporation, including all AlaskAdvantage® Loans,
except to the extent that certain collection activities are delegated to private contractors, The Education Loan Notes
evidencing the Education Loans will be secured in fireproof cabinets maintained at the offices of the Commission, which
are also the offices of the Corporation.  As described under "THE ALASKA STUDENT LOAN
CORPORATION/ALASKA COMMISSION ON POSTSECONDARY EDUCATION," the Corporation does not have
its own independent staff; the staff of the Commission serves as staff of the Corporation.

The Commission presently uses education loan servicing software from Charter Accounts Systems, Inc. to service
the Education Loans. The purchase of the software included the source code, the possession of which enables the
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Commission programming staff to enhance reporting capabilities and to service FFELP Loans and Alternative Loans on
a single servicing platform.

Servicing of Education Loans

The Commission services the portfolio of Education Loans owned by the Corporation except as otherwise noted
above. The Corporation may, in the future, use any other entity or person to service its loans. The Corporation expects
that all Education Loans pledged as sccurity for payment of the Bonds will be serviced by the Commission or another
servicer. The servicer will maintain custody of the Education Loans pursuant to a Custody Agreement with the
Corporation and the State of Alaska.

The Higher Education Act requires the exercise of due diligence in the collection of FFELP Loans. The Higher
Education Act defines due diligence as requining the use of collection practices at least as extensive and forceful as those
generally practiced by financial institutions for the servicing and collection of consumer loans. See, "INSURANCE AND
GUARANTEES - Federal Insurance-Lender Agreements.” The Higher Education Act also requires the exercise of
reasonable care and diligence in the making and collection of FFELP Loans, and provides that the Secretary may disqualify
an "eligible lender” (which could include the Corporation or the Trustee as a holder of FFELP Loans) from further federal
insurance if the Secretary is not satisfied that the foregoing standards have been, or will be, met. An cligible lender may
not relieve itself of its responsibility for mecting these standards by delegation of iis responsibility o any servicing agent
and, accordingly, if the servicer fails to meet such standards, the Corporation's ability to realize the benefits of insurance
may be adversely affected.

The Higher Education Act requires that a guaranty agency, such as NELA, ensure that due diligence will be
exercised by an cligible lender in making and collecting FFELP Loans guaranteed by such guaranty agency and in
collecting loans which it holds. The Commission and other servicers of the FFELP Loans owned by the Corporation have
established procedures and standards for due diligence to be exercised. If the Commission or any other such servicer does
not comply with the established due diligence standards, the Corporation's ability to realize the benefits of any guaranty
may be adversely affected. NELA is obligated under its disbursement agreement with the Commission to exercise due
diligence and to ensure that its subcontractors exercise due diligence within the meaning of the Higher Education Act.

Collection

The Commission has authority to facilitate collection on accounts, with respect to Alternative Loans, that are at
least one hundred eighty days {180) past due without the need to secure a judgment issued by a court using various
administrative collection tools including wage gamishment in Alaska, withholding the renewal of an Alaska occupational
license, seizure of the State of Alaska Permanent Fund Dividend, and issuing a Hen against real property.

The Alaska State Permanent Fund (the "Permanent Fund") is a fund held and managed by the State, which was
established by an amendment to the Statc Constitution in 1976. A percentage of the State's oil and gas royalties is
deposited each year into the Permanent Fund. Currently, a portion of the Permanent Fund's ecamings is paid annually to
qualifying State residents who apply for it (the "Permanent Fund Dividend"). The Commission may seize a borrower's
Permanent Fund Dividend, if any, to satisfy the balance of a defaulted education loan. There can be no assurance that the
Permanent Fund Dividend program will continwe. The Permanent Fund Dividend can be eliminated or reduced by an
amendment to the Alaska State Constitution, Alaska Statutes or by failure of the Legislature to appropriate the amount
produced by the statutory formula.

The Commission also uses collection agencies to provide debt collection on certain accounts that are at least two

hundred and seventy (270) days past due. The contracts with collection agencies are contingency fee based, covering the
cost of pursuing collection of defaulted loans, including additional skip tracing, legal fees, and judgment enforcement,
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LOAN ORIGINATION
General

Following is a gencral summary of the chronology of an Alternative Loan and a FFELP Loan. While in most
situations borrowers do not follow exactly the same flow of events from the inception of their loan to the last payment of
their loan, and in certain cases there are nonconformities with regular procedure, this summary does provide a general
description of the material events in the life of the Alternative Loan and FFELP Loan,

Alternative Loans

Loan Application and Payment. After an application for an Alternative Loan is received it is reviewed for
completeness, and a review of the applicant’s credit history, complhiance with any outstanding child support enforcement
obligation, and compliance with applicable selective service registration requirements is performed. If the applicant does
not have an adverse credit history, is in compliance with any outstanding child support enforcement obligation, and is
compliant with applicable selective service requirements the Alternative Loan is approved. Once approved, the borrower
is sent notification of the award and disbursements are sent to the school. Following the borrower's last date of attendance,
and after a grace peried, repayment commences.

Loan Repayment. Provided the borrower continues to make scheduled monthly payments, the borrower receives
a monthiy bill from the Commission and remains in the repayment ¢ycle until the Alternative Loan is paid in full. Atthat
time, a "paid in full” letter and the cancelled promissory note is sent to the borrower.

Aetivity Prior to Default. When a borrower fails to make a payment when due, the borrower's next billing
statement contains text reminding the borrower that the payment is delinquent. The past due status is reflected in each
subsequent monthly billing until the Alternative Loan is brought current. If the loan was made with a co-signer, the due
diligence notices will also be sent to the co-signer. The co-signer's obligation to repay the Alternative Loan begins when
the borrower's obligation begins and continues even if the borrower's obligation to repay the Alternative Loan is discharged
or canceled before the Alternative Loan, including interest, is repaid in full. In addition, during the time that the scheduled
payment is between thirty (30} and one hundred eighty (180) days past due, due diligence staff make attempts, by
telephone and regular mail, to contact the borrower and co-signer in each 30-day period. If both the borrower and
co-signer fail to respond to the contact or fail to bring the account current, or if the borrower or the co-signer make
arrangements to bring the account current but fail to keep the arrangement, the Alternative Loan will be manually reviewed
by staff. If the following criteria are met, the Altemative Loan is transferred to a collection agency for further collection
action: (i) the Alternative Loan is at least two hundred seventy (270)* days past due; (ii) neither the borrower nor the
co-signer has contacted the Commission to make alternate payment arrangements (or the borrower or co-signer has made
alternate payment arrangements but has not kept the arrangement); (iii) the Commission has exhausted all administrative
measures for collection; and (iv) the borrower and the co-signer have received all appropriate past due notices including
a demand letter.

In addition to staff communications directed to the borrower and the co-signer, due diligence staff also informs
the institution which the borrower attended when such borrower's loan becomes 60 days or more past due. Institutional
staff then verifies or updates contact information last known for the borrower (which may include information regarding
any known employer) and also may engage in institulion-based default management activities. Due diligence staff
provides this information to the institutions on a monthly basis through paper rosters and electronic media.

Rehabilitation.  The Commission is authorized to establish a rehabilitation loan program for Alternative Loans
which are 271, or more, days past due. Such program could allow the borrower to regain eligibility under the Loan
Program with an alternative repayment schedule, loan deferment, or loan forbearance. No such program is presently
approved by the Commission.

Forbearance. The Commission provides Altemmative Loan borrowers with mandatory forbearance options to
confonn with those offered through the FFELP Loan program. However, any additional forbearance may be granted at

' The Commission may provide a borrower with alternative repayment schedules, Joan deferments, and loan forbearance options subsequent to
the 180th day of definguency, but net later than the 270th day of delinquency.
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the sole discretion of the Commission in cases where, because of temporary hardship, a borrower is willing but unable to
pay in accordance with the repayment schedule. Forbearance would not be authorized when the botrower is unwilling to
pay. The borrower must submit a request for forbearance and, for a forbearance period of more than six months in length,
provide other documentation supporting the request. Upon receipt of a wrilten request for forbearance of the principal
payment from an eligible borrower, forbearance will be granted for a period of time at the discretion of the Commission,
but for a period of no longer than 36 months.

FFELP Loans

Loan Application and Payment. The borrower submits a loan application to the Commission either directly, or
through the school or the Guarantor. The Commission then sends the borrower a notification of the award, once the
guarantee is secured. Loan disbursements are sent to the school. Following the borrower's last date of attendance, after
a grace period of, generally, six months in fength, repayment commences.

Loan Repayment. Generally borrowers are billed and make payment on & monthly schedule, and remain in the
repayment cycle until the loan is paid in foll. At that time, a "paid in full" letter, and the cancelled promissory note, are
sent to the borrower,

TAX EXEMPTION

In the opinicn of Bond Counsel, based on an analysis of existing laws, regulations, rulings and court decisions
and assuming, among other things, compliance with certain covenants, interest on the 2005 Bonds is excluded from gross
income for federal income tax purposes. Interest on the 2005 Bonds is a specific preference item for purposes of the
federal individual and corporate alternative minimum taxes.

Bond Counsel is also of the opinion based on existing laws of the State as enacted and construed that interest on
the 2005 Bonds is excluded from taxation by the State except for inheritance and estate taxes and taxes on transfers by
or in contemplation of death and except to the extent that inclusion of said interest in computing the alternative minimum
tax under the Code may affect the corresponding provisions of the State income tax.

The Code imposes various restrictions, conditions, and requirements relating to the exclusion from gross income
for federal income tax purposes of interest on obligations such as the 2005 Bonds. The Corporation has covenanted to
comply with certain restrictions designed to assure that interest on the 2005 Bonds will not be included in federal gross
income. Failure to comply with these covenants may result in interest on the 2005 Bonds being included in federal gross
income, possibly from the datc of issuance of the Bonds. The opinion of Bond Counsel assumes compliance with these
covenants, Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not
taken) or events occurring (or not occurring) after the date of issuance of the 2005 Bonds may adversely affect the tax
status of interest on the 2005 Bonds.

Although Bond Counsel has rendered an opinion that interest on the 2005 Bonds is excluded from gross income
for federal income tax purposes, the ownership or disposition of, or the accrual or receipt of interest on, such 2005 Bonds
may otherwise affect a Bondholder's federal or state tax liability. The nature and extent of these other tax consequences
will depend upon the Bandholder's particular tax status and the Bondholder's other items of income or deduction. Bond
Counsel expresses no opinion regarding any other tax consequences relating to the ownership or disposition of, or the
accrual or receipt of interest on, the 2005 Bonds.

A description of the proposed opinion of Bond Counsel is set forth in APPENDIX IV hereto and such opinion
is to be delivered with the 2005 Bonds,

Qriginal Issue Premium
The initial public offering price for the 2005 Bonds is greater than the amount payable on such 2005 Bonds at

maturity. Bond Counsel expresses no opinion with respect to the treatment of this excess. Investors should seck advice
thereon from their own tax advisors.



THE TRUSTEE

The Corporation has appointed U.S. Bank National Association, Seattle, Washington, as successor Trustee for
the 2005 Bonds. The Trustee is to carry out such duties as are assigned to it under the Indenture and the Continuing
Disclosure Certificate.

The Trustee did not participate in the preparation of this Official Statement and makes no representations
concerning the 2005 Bonds, the collateral or any other matter stated in this Official Statement. The Trustee has no duty
or obligation to pay the 2005 Bonds from its own funds, assets or corporate capital or to make inquiry regarding, or
investigate the use of amounts disbursed from the Trust Estate.

CONTINUING DISCLOSURE

In order to assist the Underwriter in complying with Rule 15¢2-12 promulgated by the Securities and Exchange
Commission (the "Rule"), the Corporation will agree to provide continuing disclosure for the benefit of the registered
owners and beneficial owners of the 2005 Bonds, by executing and delivering a certificate for the benefit of the registered
owners and beneficial owners of the Bonds (the "Continuing Disclosure Certificate"). The Corporation will undertake to
provide cach Nationally Recognized Municipal Securities Information Repository (the "Repository™), and ifand when one
is established, the Alaska State Information Depository, on an annual basis on or before 215 days after the end of each
fiscal year for the Corporation, commencing with the fiscal year ending June 30, 2005, the financial and operating data
concerning the Corporation outlined in the Continuing Disclosure Certificate. The annual financial and operating data will
include (i) the Corporation's audited financial statements and (ii) information with respect to the Education Loans held
pursuant to the Indenture (in a format similar to that provided in this Official Statement under the captions "PLAN OF
FINANCE - Characteristics of Education Loans" and "PLAN OF FINANCE - Loan Delinquencies and Defaults™). In
addition, the Corporation will undertake for the benefit of the registered owners and beneficial owners of the 2005 Bonds,
to provide to each such Repository or to the Municipal Securitics Rulemaking Board, and to the State Information
Depository, in a timely manner, the cvent notices described in the Continuing Disclosure Certificate.

The sole and exclusive remedy for breach or default under the Continuing Disclosure Certificate is an action to
compel specific performance of the undertakings of the Corporation, and no person, including a registered owner or
beneficial owner of the 2005 Bonds, may recover monetary damages thereunder under any circumstances. A breach or
default under the Continuing Disclosure Certificate shall not constitute an Event of Default under the Indenture. In
addition, if all or any part of the Rule ceases to be in effect for any reason, then the information required to be provided
under the Continuing Disclosure Certificate, insofar as the provision of the Rule no longer in effect required the provision
of such information, shall no longer be required to be provided.

The Corperation reserves the right to make all filings pursuant to the terms of the Continuing Disclosure
Certificate in accordance with the Securities and Exchange Commission Interpretive Letter dated September 7, 2004, with
www.disclosureusa.org.

The Corporation has never failed to comply in any material respect with any previous undertaking with respect
to the Rule to provide annual financial information or notices of material events.

ABSENCE OF LITIGATION

There is no controversy or litigation of any nature now pending or threatened restraining or enjoining the issuance,
sale, exccution or delivery of the 20035 Bonds or in any way contesting or affecting the validity of the 2005 Bonds or any
proceedings of the Corporation taken with respect to the issuance or sale thereof or the pledge or application of any moneys
or securities provided for the payment of 2005 Bonds or the existence or powers of the Corporation.

FINANCIAL ADVISOR
Public Financial Management, Minneapolis, Minnesota, has been retained by the Corporation to serve as financial

advisor with respect to the 2005 Bonds. The financial advisor has assisted the Corporation in matters relating to the
planning, structuring and issuance of the 2005 Bonds and various other debt-related matters,
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LEGALITY

The 2005 Bonds are subject to approval of validity by Wohiforth, Johnson, Brecht, Cartledge & Brooking, P.C.,
Anchorage, Alaska, Bond Counsel. Certain other legal matters will be passed upon for the Corporation by the State
Attorney General. Certain legal matters will be passed upon for the Undenwriter by Ballard Spahr Andrews & Ingersoll,
LLP, Salt Lake City, Utah,

FINANCIAL STATEMENTS OF THE CORPORATION

The financial statements of the Corporation included in this Official Statement as APPENDIX T have been audited
by Elgee Rehfeld Mertz, LLC, Independent Auditors, to the extent and for the periods indicated in their report thereon.

LEGAL INVESTMENT IN ALASKA

The Act provides, subject to any applicable federal requirement or limitation, that the bonds of the Corporation
are securities in which public officers and bodies of the State, municipalities, insurance companies, insurance associations,
other persons carrying on an insurance business, banks, bankers, trust companies, savings banks, savings associations,
building and loan associations, investment companies, other persons carrying on a banking business, administrators,
guardians, executors, trustees, other fiduciaries, and other persons who are authorized to invest in bonds or other
obligations of the State, may properly and legally invest funds including capital in their control or belonging to them. The
Act further states that, notwithstanding any other provisions of law, the bonds of the Corporation are also securities that
may be deposited with and may be received by public officers and bodies of the State and municipalitics for any purpose
for which the deposit of bends or other obligations of the State is now or may be authorized.

PLEDGE AND AGREEMENT OF THE STATE

In the Act, the State pledges 1o, and agrees with, registered owners of bonds issued by the Corporation that the
State will not limit or alter the rights and powers vested in the Corporation under Alaska Statutes, Sections 14.42.100
through 14.42.990, to fulfill the terms of a contract made by the Corporation with the bondholders or in any way impair
the rights and remedies of the bondholders until the bonds, together with the interest on them with interest on unpaid
installments of interest, and all costs and expenses in connection with an action or proceeding by or on behalf of the
bondholders, are fully met and discharged. In accordance with the Act, the Corporation has included this pledge and
agreement of the State in the Indenture.

RATINGS

The 2005 Bonds will be issued as Class | Bonds under the Indenture, and it is expected that the 2005 Bonds will
be rated upon issuance "AAA" by Fitch and "AAA" by Standard & Poor's. Under the terms of the Indenture, the
Corporation has the ability to change rating agencies at its discretion and no assurance can be given that the Corporation
will continue to request ratings of the Bonds from cither of the ratings agencics that originally provided a rating for the
Bonds. The Indenture, however, requires that the Bonds be rated by at least one nationally recognized rating agency and
that one of such rating agencies be cither Standard & Poor's or Moody's.

Any explanation of the significance of such ratings by Fitch may be obtained from Fitch at One State Strect Plaza,
New York, New York 10004, (212) 908-0500 and any explanation of such ratings by Standard & Peor's may be obtained
from Standard & Poor's at 55 Water Street, New York, New York 10041, (212) 438-2124. Cerain information and
materials concerning the 2005 Boends and the Corporation, some of which have not been included in this Official
Statement, were furnished 10 such rating agencies by the Corporation and others. There is no assurance that any such
rating will be maintained for any given period of time or that it will not be revised downward or withdrawn entirely if, in
the judgment of the applicable rating agency, circumstances so warrant. Any such downward revision or withdrawal of
any such rating may have an adverse effect on the market price or marketability of the applicable 2005 Bonds.
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UNDERWRITING

The Underwriter has agreed to purchase the 2005 Bonds at an aggregate price of par plus premium. The
Underwriter is to be paid an underwriting fee of approximately $400,760.00. The purchase contracts provide that the
Underwriter is not obligated to purchase any 2005 Bonds on their date of issuance unless all such 2005 Bonds are
purchased. The initial public offering prices or yields set forth on the cover page hereof may be changed by RBC Dain
Rauscher from time to time without notice. The 2005 Bonds may be offered and sold to certain dealers (including RBC
Dain Rauscher and other dealers depositing such 2005 Bonds into investment trusts) at prices or yields lower than the
public offering prices or yields shown on the cover. Although there can be no assurance that any market will commence
or be maintained, the Underwriter expects to make a market in the 2005 Bonds after the initial public offering. It is likely
that any market that develops will be at prices different from the initial offering prices or yields.

MISCELLANEOUS

All quotations from, and summaries and explanations of, the State, the Act, the Higher Education Act, the
Indenture {including supplements thereto) and any other documents and agreements contained herein do not purport to
be complete, and reference should be made to said laws, documents and agreements for full and complete statements of
their provisions. The Appendices attached hereto are a part of this Official Statement. Copies, in reasonable quantity, of
the Indenture and the other documents and agreements described herein may be obtained upon request directed to Alaska
Student Loan Corporation, Attn: Executive Officer, 3030 Vintage Boulevard, Juneau, Alaska 99801-7109 orto the Trustee,
U.8. Bank Naticnal Association, 1420 Fifth Avenue, 7th Floor, Scattle, Washington 98101, Aun: Corporate Trust
Department.

Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated, are
intended as such and not as representations of fact. This Official Statement is not to be construed as a contract or
agreement between the Corporation and the purchasers or registered owners of the 2005 Bonds,

EXECUTION OF OFFICIAL STATEMENT

The exccution and delivery of this Official Statement has been authorized by the Comporation.
ALASKA STUDENT LOAN CORPORATION
By:: s/ Diane Barrans

Diane Barrans
Executive Officer
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APPENDIX I

Audited Combined Financial Statements of the Corporation - June 30, 2004 and 2003
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Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Alaska Student Loan Corporation (Corporation) functions as a lender and servicer of
cducation loans. The following is a discussion and analysis of the Corporation’s financial
performance, providing an overview of the activities for the fiscal vear ended June 30,
2004. This discussion and analysis contains other supplementary information in addition
to the basic financial statecments for the year ended Junc 30, 2004, Please read it in
conjunction with thc Corporation’s financial statements and the notes to financial
statcments, which follow this section.

Financial Highlights

. The Corporation’s total assets at June 30, 2004 were approximately $980.6
million, which 1s an increase of $146.8 million or 18% over June 30, 2003.

. The Corporation’s tong-term debt increased by $146.6 million during fiscal year
2004, which represents the net difference between new issucs and payments and
refunding of outstanding debt. During the year the Corporation issued bonds in
the amount of $190.2 million.

. The assets of the Corporation exceeded 1ts Labilitics at the close of the fiscal vear
by $251.5 million {reported as net assets), a decrease in net assets of $71.5 million

or 22% over func 30, 2003.

. The Corporation’s education loans receivable was $577.2 million al year-end, an
mncrease of $11.1 million during the year.

. The Corporation’s opcrating revenue was S38.7 million, an increase of $1.5
million during the vear.

. The Corporation’s interest expense was $19.7 million during the year.
. The Corporation’s cxpenses related to operations was $8.9 million during fiscal

year 2004,

Overview of the Financial Statements

The Corporation is an enterprise fund of the State of Alaska. As such, the Corporation’s
financial stalements are prepared in conformity with accounting principles gencerally
aceepled in the United States as applied on an accrual basis. Under the accrual method of
accounting, the same method used by private sector businesses, revenues are recognized
in the periodd in which they are carned and expenses are recogmyzed in the peried in which
they are incuwrred. The three basic financial statcments of the Corporation are as follows:



Alaska Student L.ean Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

Balance Sheets - This statement presents information regarding the Corporation’s assets,
liabilitics and net asscts. Net assets represent the total amount of assets less the total of
liahilities. The Balance Sheets classify assets, liabilities, and net asscts as current, non-

current, and restricted.

Statement of Revenues, Expenses. and Changes in Net Assets — This statement presents
the Corporation’s interest income, costs of funds, operating expenses, and changes in net
asscts for the fiscal year.

Statement_of’ Cash Flows — ‘This statement presents cash flows from opcrations, non-
capital financing, capital, and investing activitics. The Corporation presents its cash
flows statement using the dircct method of reporting operating cash flows.

Financial Analysis

The following condensed financial information was dcrived from the Corporation’s
financial statcments and reflects the Corporation’s changes during the fiscal year:

Pereentage
2004 2003 ~ Change
Assets:
Current assoels 3 33,673,030 31,020,362 9%
Restricted assets 946,898,907 802,709,476 8%
Total asscts 980,571,937 833,729 838 1&%
Liahilitics:
Current liabilities payable
from unrestricied asscls 16,863,415 19,680,723 (14%)
Current liabilities payable
from restricted assots 173,057,240 42,130,819 3%
Non-current liabilities payvahle
from restricted assets 339175590 448885517 20%
Total liabitities 729.096,245 510,697,059 43%
Net assets:
Restricted net assets 233,966,077 311,693,140 (24%)
Unrestricted net asscts 13,509,615 11,339.639 37%
Total net assels 3 251,475,692 323032779 (22%)

Origination fees of 514 million were collected on lean fundings during the year,
bowever, the annual transler from the origination tee {und to reimburse the trust funds for
write-o{fs did not oceur until atter June 30, 2004, Origination fees in the amount $4.2
million were used to cover loan losses and as a result, reduced (he delemred eredit account
under the current liabilitics section.



Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSTON AND ANALYSIS

Restricted assets, currcnt liabilities payable from restricted assets, and non-current
linbilities pavablc from restricted assets increased from the prior vear as a result of
increascd bonding activity during, the year and a lotal of $80.6 million rewum of capital
payable Lo the State in FY2003.

The Corporation issued the 2004 Series bonds in the amount of 51151 million to refund
outstanding bonds and provide funding for the Corporstion’s loan programs. The
refundings included $13.1 million for the early redemption of the 1994 Series A bonds
dated July 1, 1994 and $26.4 million for the early redemption of a portion of the 2002
Scnior Scries A bonds dated Junc 4, 2002.

The Corporation issued Capital Project Revenue Bonds 2004 Scries A in the amount of
$75.1 million to pay for $75 million of capital projccts for the State. This payment is a
return of capital provided by the State for the creation of the Corporation.

Reginning in FY2003, the Corporation changed 1ts mcthod of amortizing bond issuance
costs from the cffective interest method to the straight-line method as management
believes the straight-line method is more understandable given the nature of the
Corporation’s variable rate bonds. The cumulative effect of the change in amortization
method recognized in FY2003 was §1.6 million.

In FY2003 the Corporation moditicd the loan allowance estimate for more mature loans
in the portfolio to better recognize the positive impact of ongoing loan servicing and
collection improvements. The cumulative effect of this change was a reduction in the
allowance for toan loss of $10.4 million in FY2003.

Pereentage
awea o 2003 Change
Operating revenuce-loan interest income $ 38,657,734 37,154,043 4%
Operating expenses {13.821,508) {10.335,689) (33%)
MNon-operaling expense, net {15,793.363) (1,928,305) (719%)
Income before cumulative effect 9.042,913 24,890,049 (64%)
Cumulative effect of change
in accounting methods e 620,730 (100%)
Income before special items 9042913 26,510,779 {66%%)
Special item, return ol capital (80,600,000) (5,000.000) (1500%)
Inercase in net assets (71,557 087 21,510,779 (433%)
Net assets - beginning _323.032,779 301522000 T
Nel assels — ending 251475692 323,032,779 {22%)

The Corporation provided borrowers with an interest cost reduction for all loans with
interest rates exceeding 8.3% for the third year in a row. The aggregate benefit resulted
in a reduction in income of $883,000 and $1.1 muilion in FY2004 and FY2003,
respectively.



Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

Interest income from investments, which s reported as a non-operating item. fell $4
million [rom the previous year as a result of low market interest rates.

The net non-operating ¢xpensce amount in FY2003 was impacted by an allowance for
loan loss adjustment.

Spccial item, retum of capital, represents payments to the State of Alaska as allowed for
by statute. An annual payment as determined by the Corporation’s Board of Directors is
based on the amount of the Corporation’s income before special items during the fiscal
year ending two years before the end of the fiscal year in which the payment is to be
made. Additionally, the Corporation issued bonds in FY2004 to finance capital projccts
of the State of Alaska.

Corporation Activitics and Conditions Affecting Financial Position

The Alaska Commission on Postsecondary Education (Commission) administers the
Corporation’s programs.  Operating expenditures of the Commission are subject to
budgetary appropriation.  The Corporation reimburses the Commuission for such
expenditures that relate to the program administration and arc permitted under the bond
indentures of the Corporation.

The purpose of the loan program is to providc low cost loans to Alaskans pursuing
education and training at a postsccondary level and to other qualified individuals
attending postsecondary institutions in the State.

Historically, the Corporation has provided vanous altemative education loan programs
under the umbrella title of the Alaska Student Loan Program. The Corporation medificd
and broadened its program offerings beginning m the 2002-2003 academic year by
implementing a successor program, the AlaskAdvantage® Loan Program, which includes
Federal Family Education Loan Program (FIFELP) loans governed by the Higher
Education Act. The Corporation also replaced its fixed rate alternative loan, the Alaska
Student Loan, with a new variable ratc alternative loan, the Alaska Supplemental
FEducation Loan (ASEL).

To accommodate FFELP lending, the Commission secured the status of “eligible lendes™
under the Higher Education Act and entered into various agreements with Northwest
Education Loan Association, to serve as the Comymission’s “cligible guarantor™ under the
Higher Education Act. Loans authorized under the Higher Education Act which the
Corporation is funding include Subsidized Stafford, Unsubsidized Stafford. and PLUS
loans. The Higher Education Act provides for federal (i) insurance or reinsurance of
¢ligible loans, (i) mterest substdy payment to cligible lenders with respect to certain
Subsidized Stafford loans, and (it} special allowance payments representing an
additional subsidy paid by the Secretary of the U.S. Department of Education to holders
of eligible loans. For a Joan loss to be cligible for reimbursement to a lender by a

.



Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

guarantor the loan must be serviced according to standards sct by federal statutes and
regulations.

The interest rate on FFELP loans 1s variable, reset annually on each July 1. Subsidivzed
Stafford and unsubsidized Stafford loans which are in in-school, grace, and deferment
periods bear interest at a rate equivalent to the 91-day T-bill rate plus 1.7%. with a
maximum rale ot 8.25%. Subsidized Stafferd and unsubsidized Stafford loans in all
other periods bear interest at a ratc cquivalent to the 91-day T-bill rate plus 2.3%, with a
maximum rate of 8.25%. PLUS loans bear interest al a rate equivalent to the 91-day T-
bill rate plus 3.1%, with a maximum of 9%.

In April 2004, the Corporation began offering a new federal consolidation loan for any
borrower alrcady having a loan with the Corporation. Iederal consolidation loans bear
interest al a rale equal to the weighted average of the interest rates of the loans
consolidated, rounded to the nearest higher onc-cighth of 1%, with a maximum rate of
8.25%.

The interest rate for the ASEL is adjusted annually on or afler June | and effective for the
next twelve months beginning July 1. According to State statute, the variable interest
rates are to be based on the bond cquivalent rate of 91-day T-bill auctioned at the final
auction held before June 1 of the loan year plus up lo 2.8% and are to be capped at
8.25%.

In fiscal year 2003, the Corporation offered a new supplemental consolidation loan to
borrowers who had two or more lixed rate Alaska Student Loans, The supplemental
consolidation loan criteria hus been expanded to include any supplemental loan of the
Corporation cxcept the Family Education Loan. The supplemental consohdation loans
accrug interest at fixed rates between 5.8% and 6%.

The AlaskAdvantage® Program was structurcd to provide cligible student borrowers
wilh low cost financial aid options. It encourages students to take advantage of federal
aid resources to maximize their grant and lowest cost loan options prior to tapping into
alternative loan sources. The federal Toan program allows borrowers to create a seriabized
note with a given lender.

Between fiscal year 2003 and 2004, the Corporation saw a 10% increase in loan
originations and had the highest volume of federal loan awards in the state as compared
{o other federal cducation loan providers in Alaska. Federal loan originations increased
by 64% between fiscal vear 2003 and 2004,

Alask Advantage® Financing;

To facilitate financing the program, the Corporation issued $115.1 million of tax-exempt,
hmited obligation, education loan revenue bonds under the 2002 Master Trust Indenture.



Alaska Stadent Loan Corporation
MANAGEMENT’S DISCUSSION AND ANALYVSIS
The bond issuance included refunding bonds, which ncluded $13.1 mithion for the early
redemption of the 1994 Series A Bonds and $26.4 million for the carly redemption of a

portion of the Senior Series 2002 A Bonds.

Alask Advantape® Borrower Benetits:

Under the AlaskAdvantage® Program the Corporation’s Board of Dircctors has approved
varfous Joan benefit features that provide incentives and rewards to bormmowers who
participate m the program.

Under the AlaskAdvantage® Borrower Benelit Program, effective July 1, 2004 through
June 30, 2005, borrowers with qualificd loans held by the Corporation arc cligible for
certain interest rate reductions or rebates on any such toan.

Borrower Benefit Program offerings are subject to the availability of funds and annual
modifications or termination by the Corporation at its discretion provided, however, that
any changes do not adversely effect the credit rating of certain bonds issued by the
Corporation.

Contacting the Corporation’s Financial Managcement

This financial report is designed to provide our customers, investors, and creditors with a
gencral overview of the Corporation’s finances and to demonstrate the Corporation’s
accountability for its assets. If you have any questions about this report or need
additional hnancial information, contact the Finance Officer of the Corporation at (907)
463-6757.

-6 -



FLGEFE REHFELD MERTZ, 1ic

CERTIFIED PUBLIC ACCQOQUNTANTS

9304 Glacier Highway, Suite B-200 = Juneau, Alaska 99801
907.789-3178 * Fax Y07.78D.7128 * wwweenincpa.com

INDEPENDENT AUDITORS REPORT

The Board of Dircerars
Alaska Student Loan Carporation:

We have audited the accompanying basic financial statements of the Alaska Student Loan Corporation
(Corporation), a component unit of the State of Alaska, as of and for the vears ended June 30, 2004, and
2003, as listed in the table of contents. These financial statements are the responsibility of the
management of the Corporation. Qur responsibility Is to express an opinion on these financial statements
based on our wudits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
Amersica, and the standards applicable to financial audits contained in Govermment Auditing Standards,
issucd by the Comptroller General of the Umtced States. Those standards require that we plan and perform
the audit to oblain reasonable assurance about whether the financial stalements are free of material
misstatement. An andit includes cxamining on a test basis, evidence supporting Lhe amounts and
disciosures in the financial statements. An audit also includes assessing the accounting principles used
and significen( cstimates 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, Lhe financial statements referred o above present fairly, in all matenul respects the
financiul position of the Ataska Student Loan Corporation as of June 30, 2004, and 2003, and the results
of its operationg and its cash flows lor the years then ended in conformity with accounting principles
senerally accepted in the United States of America,

The Management’s Discussion and Analvsis on pages 1 through 6, 15 not a reguired part of the busic
financial statements bul is supplementary information required by the CGovernmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquirics of
management regarding the methods of measurement and presentation of the supplementary information,
However, we did not audit the information and express no opinion on it

In accordance with Government Auditing Standards, we have alse issued a report dated September 3,
2004, on owr consideration of the Corporation’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and wrants. That report is an mtcgral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunetion with this report in considering the resubis of our audi,

Yad Y/

Seplember 3, 2004



ALASKA STUDENT LOAN CORPORATION

{2 Component Unit of the State of Alaska)

Balance Sheets

Years ended June 30, 2004 and 2003

Asseis

Current assets:
Cash and cash equivalents (note 3) S
Investments (nofe 4)
Accrued inlerest receivable

Total current asscls

Restricted assets;
Cash and cash equivalents (note 3)
Investments (note )
Loans receivable (note 3)
Less allowance for:
Doubtiud loans {notc 6)
Forgiveness (note 7)

Net loans receivable

Accrued inicrest receivable, net of forgiveness allowance of
$708,964 und $698,651 in 2004 and 2003, respectively

Due from LLS. Department of Education

Bond issuance cost, net of accummulated amortization of
$4,742.811 and $4,093,522 i 2004 and 2003, respectively

Total restricled asscls

Total asscts S

Sce accompanying notes to the financial statements

2004 2003
17,064,103 9,492 828
16,441,312 21,386,775

167,615 140,759
33,673,030 31,020,362
10,911,267 9,903,333

438.231.737 307342838
577,248,263 366,146,551
(99.333.011) {96,229.397)
(2.396,055) (2,292.031)
475,519,197 467,625,123
15,979,693 12,209,783
390,266 128,282
5.866,447 5,410,117
946,598,907 802,709,476
080,571,937 §33,729 838
{Continued)



ALASKA STUDENT LOAN CORPORATION
{a Component Unit of the State of Alaska)
Balance Shects

Years ended June 30, 2004 and 2003

Liabilities and Net Assets 2004 2003
Liabilities:
Current liabilities pavable from unrestricted assets:
Accounts payable 5 153,263 209,495
Due to State of Alaska 418.868 357,150
Warrants outstanding 97,718 91,209
Deterred credit (note 2) 13,593,566 14,022,869
Retum of capital payment declared (note 12) 3,600,000 5.000.000
Total current unrestricled liabilities 16,863,415 19,680,723
Current Habilities pavable from restricted assets:
Accounts payable 37,100 —
Due 1o State of Alaska 69,773 23,614
Warrants outstanding (note 3) 489,548 567.918
Return of capital payment declared {note 12) 75,000,000 —
Bond inlerest payable 9,742,396 9,970,298
Current portion of arbitrage rebate payable (note 9) 258,423 448,089
Current portion of bonds pavable {note 8) 87,460,000 31,120,000
Total current liabilities 173,057,240 42130819

Noncurrent liabilitics payable from restricted assets:

Arbitrage rebate payable (note 9) 596,969 553,399
Bonds payable, net of bond premiuvms/discounts (note 8) 538,578,621 448,332,118
Total noncurrent Habilities 339,175,590 448,885,517
Total liabilities 729,096,245 510,697,059

Commitmeits and contingencies (note 12)

INet assets:

Restricled net assets
nrestricted net asscts (note 2)
Total nel assets
Total liabilities and net assets

See accompanying noles to Bnancial statements.

235,966,077
15,509,615

311,693,140
11,339,639

251,475,692

323,032,779

980,571,937

833,729 838




ALASKA STUDENT LOAN CORPORATION

{a Component Unit ot the State of Alaska)

Statements of Revenue, Expenses
and Changes in Net Asscts

Years ended Jupe 30, 2004 and 2003

(Operating revenue - imerest income - student loans %

Opcerating expenses:
Provision for;
F.oan losses (nole §)
Forgiveness (note 7)
Operations
Total operating expenses
Operating income

Nonoperating revenue {expense), excluding speeial item:
Interest income [rom tvestments
Interest expense
Arbitrage rebate expense
Amortization of bond issuance costs
Change in estimate of doubtfil loan allowance {(note 8)
Net nonoperaling expense
Income before cumulative effect
Cumulative effect of change in accouning method (note 2)
Income before special item (Mstatutory net income")
Special item, returm of capital (note 12)
Change in net assets
Total net assets-begining
Total net asscts-cnding 3

See accompanying notes to financial statements,

- 10 -

2004 2003

38.657,784 37.154,043
4,439,205 1,229,039
418,148 451,788
8,964,155 8,654,862
13.821,508 10,335.689
24,836,276 26,818,354
5318342 9,261,130
(19,651,902) (20,740,722)
(301,993) (142,048)
(1,157,810) (678.580)
— 10,371,915
(15,793,363) (1,928.,305)
9,042,913 24 890,049
— 1,620,730
9,042,913 26,510,779
(80,600,600) (5,000.,000)
(71,557,087) 21,510,779
323,032,779 201,522,000
251,475,692 323,032,779




ALASKA STUDENT LOAN CORPORATION

{4 Component Unit of the State of Alaska)

Statements of Cash Flows

Years ended June 30, 2004 and 2003

Cash flows from operating activities:

Principal repayments received on Jouns i)

Interest received on loans
Onher cash receipts
Loans oniginaied
Cash paid to Alaska Commission on Postsecondary
lducation for operating expenses
Net cash provided by operating activitics

Cash flows from noncapital tinancing activities:
Proceeds from issuance ot bonds
Bond issue costs
Interest paid on bonds
Principal payments on bonds
Net cash provided by (used tor) noncapital
financing activities

Cash flows from investing activitics:
Interest received on investments
Investments malured
Investmerdts purchased
Net cash provided by (used for) nvesting activities

Cash Nlows from capital activities:
Proceeds from issuance of bonds
Bond issue costs
Return of capital payments
Net cash provided by (used for) returmn of capital
Net inercase in cash and cash equivalents

Cash and cash equivalents a1 beginning of period

Cash and cash equivalents at end of peniod s

Sec accompanying notes to Onancial statements

- 1]~

2004 2003
50,393,983 57,574,847
27,433,141 28,022,052

1,372,929 1,386,190

{60,632,108) (55,120.991)
(8,899.131) (8,772,512)
9,608,814 23,089,586
116,058,226 47,000,000
(850,350) {445,538)
{19.855,326) (22,073,467)
(47.005,000) {31,715,000)
48,347,550 (27,234.023)
5,833,083 9,929,283
1,475928,788 898,777,783
(1.602,944.035) (893,710,906)
{121,182,164) 14,996,160
77,508,799 —

(763,790) :
(5,000,600) (5,250,000)
71,745,009 (5.230.000)

8.579,209 5,601,721
19,396,161 13,794,440
27,975,370 19,396,161

{Continued)



ALASKA STUDENT LLOAN CORPORATION
{a Component Unit of the State of Alaska)
Statements of Cash Flows

Years ended June 30, 2004 and 2003

2004 2003
Reconciliation of operating income to net cash
provided by operating aclivities:
Operating income 3 24,836,276 26,818,354
Adjustments to reconcile operating income 1o net cash
provided by operating aclivities:
[ncrease in net loans receivable {(7,894,074) {3,861,640)
[ncrease in net accrued interest reccivable on loans {3,598,985) {2,327 318)
Decrease in due to Stalc of Alaska 107,877 3,148,073
Increasc in other assess {261,984) (128,282)
Decrease in accounts payable (19,132) {85,330)
Decrease in warrants outstanding (71,861) {157,059)
Decrease in deferred credit (3,429,303) {(117.212)
(15,167,462) (3,728,768)
Net cash provided by operating activities 9,668,814 23,089,586
Summary of noncash transactions that alfect
recognized assels and labilities:
Provision for loan loss and forgiveness {4,857.353) {1,680,827)
I'rovision for lost interest and {orgiveness {1,392.766) (4,747,978
Write-oft of uncolleetible loans 5,828,682 3,430,834
Forgiveness granied - principal (314,123) (506.292)
Forgiveness granted - interest (77,651} {129.823)
Bond discount amortization (24,473) {135.587)
Bond issuance cost amortization (1.157.8H)) {678.580)

Deferred credit used for loan loss 4,493,001 1,002 841
Deferred credit amortization 262,782 354,397
Interest capitalization 7.747.246 7.603,853

Unrealized gain {loss) on investments
Change in estimide doubtful loans
Cumulative effect of change in accounting method

Se¢ accompanying noles 1o nancial stalements

(1,071.811)

488,980
10,371 915
1,620,730
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ALASKA STUDENT 1.OAN CORPORATION
{a Component Unit of the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

Authorizing Legislation and Organization

The Alaska Student [.oan Corporation {Corporation), a component unit of the Swate of Alaska, was
created in 1987 by an act of (he Stale of Alaska Legpishuure (Legislature).  The purpose of the
Corporation is 1o provide low-interest education loans to Alaskans, The Corporation is authorized, with
certain limitations, to issuc its own bonds and other obligations in such principal amounts as, in the
opinion of the Corporation, will be necessary 1o provide sufTicient funds for carrying out its purpose. All
abligations so issued shall not be deemed 10 constitute a debt of the State of Alaska (State).

The State Governor appoints the Corporation’s Board of Dircclors and the staff of the Alaska
Commission on Postsecondary 12ducation (Commission) administers the Corporation. ‘The Comimission’s
budget provides for reimbursement from the Corporation for operating and capital expenses.  The
Commission’s budget is subject to review and approval from both the executive and Icgislative branches
ol the State.

The State has provided education loans through various programs since 1968, Prior to the creation of the
Corporation, substantially all such loans were recorded i the Scholarship Revolving Loan Fund and
Teacher Scholarship Loan Fund (Funds) of the State.  In April 1983, by act of the Legislature, the asscis,
liabilities, and equities of the Funds were transferred Lo the Comoration cllective December 30, 1987,

Loans are financed through the issuvance of tax-exempt bonds or with recycled principal and interest
repaymenis, The bonds outstanding are pavable, primarily from interest and principal repayments on the
financed loans as specified in the underlying resolutions authorizing the sale of bonds.

Summary of Significant Accounting Policies
(a) Fund Aceonunting

The financial activities of the Corporation, which arc restricted by the Corporation’s bond
indentures and the requircments of the Legislature, are recorded in various funds as speeified in
such instruments or nceessiltated by appropriation requirements or sound fiscal management,
The funds are combined for inancial statement purposes and there are no significant interfund
transactions.  The Comporation’s lunds are considered to be enterprise funds for {inancial
reporting purposes with revenues recognized when camed and expenses when incurred.

{h) Standard Application

As allowed hy the Govermuent Accounting Standards Board Statement No, 20 (GASB 20),
Aceounting and Financial Reporting for Proprietary Funds and Qiher Governmenial Enitics
That Use Proprictury Fund Accounting, the Corporation has elected not to apply Staterments and
Interpretations issucd by the Financial Accounting Standards Board after Novemnber 30, 1989,

(¢}  Fiscaf Year

The Corporation’s liscal vear begins July 1 and ends June 30, conststent with tlie State’s fiseal
VEAT,

-12- {Continued)
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ALASKA STUDENT LOAN CORPORATION
{a Component Unit of the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

Management Estimares

In preparing the financial statements in aceordance with gencrally accepted accounting
principles, managemen! is required to make estimates and assumptions that affect the reported
amounts ol asscls, Habilities, revenues, and expenses. Actual amounts could differ from those
estimates. The more significant accounting and reporting polictes applicd in the preparation of
the accompanying linancial statements are discussed below.

Loans

Loans represent cducation loans issued through the AlaskaAdvantage® Loan Programs, which
melude Alasks Supplemental Loans, Teacher Education Loans (TEL), Family Education Louns
(FEL). (collectively referred to as supplemental loans), and federally guaranteed Statford, PLUS
and Consolidated loans, The terms of the loans vary depending on the ycar of inception and loan
type. Interest accrues at fixed and variable rates ranging from 2.625% Lo 9% and is generally
determined by loan type and issuc date. The Corporation offers borrower benefits, which reduce
the interest costs for eligible borrowers.  The borrower benefit offerings are approved by the
Corporation Board of Directors annually and may vary {rom year-to-year.

RBorrowers of TEL can obtain up to 100% forgiveness of loan principal and interest if the
horrower teaches in rural Alaska for periods specified by the progrant.

For certain supplemental loans awarded prior to July 1, 1987, borrowers can oblain forgiveness
for up to 50% of loan principal and interest if the borrower resides in Alasku for specified
periods upon successful completion of the program of study for which the loan was awarded.

Allowance for Doultful Loans

The allowance {or doubt{ul loans represents management’s estimate, based on experience, of all
Yoans thal will ultimately be uncolleetible. The Corporation charges off supplemental loans o
the allowance upon death, bankruptcy as allowed by law, total disability of the borrower, or
when a payment has not been received for five years on loans not in deferment.  In fiscal year
2003, management changed the allowance estimate for older loan program years to better reflect
the impact of ongoing loun servicing and collection improvements.  To determine the change,
management analyzed default data on matured Joan pools and cohori default declines since
calendar year 1997, These analyses were used 1o estimaie reserve rates lor loans outstanding as
of June 30, 2003. Included in the older program years arc the loans that were brought back for
in-house servicing due Lo termination of the collection agency condracts in 1998, 2001 and 2003,

Diterest on Education Loans

Interest on cducation loans is acerned when eorned. For federally suaranteed subsidized loans,
interest from the start date of the foan until & date that is s1x months alter the student withdraws
lrom school (plus any authorized deferment periads) is hilled to and paid by the U.S. Department
of Education under the Federal Family Education Loan Program. ‘The borrower pays interest

- 14 - {(Continucd)
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ALASKA STUDENT LOAN CORPORATION
{a Componcnt Unit of the State of Alaska)

Notes to I'inancial Statements

June 30, 2004 and 2003

subsequent 1o that date. For non-subsidized federally guaranteed loans and for all supplemental
loans issucd alter June 30, 2002 interest from the disbursement date is paid by the borrower.,

Certain supplemental loans are non-interest bearing while the borrower is completing cligible
studies. Al state guaranteed loans issued prior to July 1, 1996 are non-interest bearing during
approved periods of deferment and postponement.  Loans issued prior to July 1, 1987 are also
non-interest hearing during a one-year grace period following completion of studies and u six-
month sub-grace period [ollowing an approved deferment.  Non-interest bearing loans are
approximately $38,476,179 at June 30, 2004,

Historical rates are used to determine the allowance for doubtful interest.  Fhe allowance for
doubtful interest is approximately $21,500.000 and $21.900,000 as of Junc 30, 2004 and 2003,
respectively.  ‘The provision for doubtlul interest is a veduction of interest income and was
approximately $1,340,000 and $4,739,000 for the ycars ended June 30, 2004 and 2003,
respectively.

Deferred Credit

Borrowers who received supplemental loans after June 30, 1994 were charged an origination fee
of 1%, 3% or 5%, eencrally determined by loan tssue date. Its purpose is ta oflset loun losses
due to death, disabilily, bankruptcy or default of borrowers charged the origination lee, ‘The
origination fee is recognized as revenue using the straightine method equal to the loan
repayment period and assumes repaynient begins the year following origination. The allowance
for doubtful loans has been reduced by the unamortized deferred credit,

Allowance for Forgiveness

The allowance tor forgivencss represents management's estimalte, based on experience of the
toan forgiveness that will ultimaiely be applied for and granted.

Bond Issuance Costs

Bond issuanee costs include underwriters’ fees and other costs incurred in connection with the
issuance of honds. Effcetive for the year ended June 30, 2003, the Corporation changed its
method of amartizing bond issuance costs (rom the effective interest method o the siraight-line
method. The cumalative eflect of the change is $1,620,731.

Bond Discounts/Preminms and Deferred Amounts on Refundings

Elflcetive tor the year ended June 30, 2004, the Corporation changed its method of amortizing
bond discounts, premiums and delerred amounts on refundings from the effective interest method
to the straight-line method. There is no cunlative effect of this change.

Dncome Taxes

The Corporation, as a government instrumentality, is exempt from federal and state income
taxes,

.15 - {Continued)
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ALASKA STUDENT LOAN CORPORATION
(a Component Unit of the State of Alaska)

Notes 1o Financial Statements

June 30, 2004 and 2003

() Investments

The Corporation caries all investments at fair value,

(n) Unrestricted Net Assets

Unrestricted net assets represent assets of the Corporation not pledged as collateral for specific
bond indentures. GASB 34 requires assets restricted by stalute (o be reported as unrestricted.
Assets restricted by statute arc approximately $29,200,000 and $28,100,000 at June 30, 2004 and
2003, respectively.

Cash and Cash Equivalents

The statement of cash flows is presented to reflect the activity resulting in a change in cash and cash
equivalents. For purposes of the statement of cash flows, the Corporation considers its equity in the
State’s Treasury Pools to be cash and cash equivalents, The Corporation’s equity consists of cash, Short-
term and Intermediate-term Fixed Income Pools, and repurchase agreements held by the State as the
custodian for the Corporation.

Government Accounting Standards Board Statement No. 3 (GASB 3) and GASB Technical Bulletin 87-1
require deposits and investments o be categonized to indicate the level of risk assumed by the
Corporation at the end of the pertod. Category 1 consists of mvestments that are insured or registered
and held by the Corporalion or its custodian in the Corporation’s name. Category 2 consists of uninsured
and unregisiered investments held by the Corporation or its custodian in the Corporation’s name.
Category 3 includes uninsured and unregistered investments held by the Corporation or its custodian not
in the Corporation’s name.

A summary of cash and cash cquivalents at June 30 follows:

Risk Calegory 2004 2003
Fixed Income pools — 3 16,374,182 10,189,270
Deposits, collateralized 1 3,448,777 4,506,875
Repurchase agreements 1 8,152,411 4,692,735
Deposits, uncollateralized 3 — 7.281
$ 27.975,370 19,396,161

Equity in the Fixed Income pools cannot be categorized because it represents the Corporation’s share of
ownership in the pool rather than ownership ol specitic securities.

Cash and cash equivalents in the amount of S10,911,266 and $9,903,333 for fiscal years 2004 and 2003,
respectively, are subject to certain restrictions as specified i the bond indentures.

-16- (Conlinued)
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ALASKA STUDENT LOAN CORPORATION
(a Component Unit of the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

Securities Lending

The Fixed Income pool participates in the Department of Revenue’s securities lending program
(Program) as allowed by Alaska Statute 37.10.071. Under the Program, fixed income securities are
louned (o broker agents or other entities for cotlateral in the form of cush or securities, with simultaneous
zgreement to retum the collateral for the same securities in the future.

Collateral sceurifics may not be pledged or sold unless the borrower defaulls. Sceurity loans are fully
collateralized at not less than 102 percent of their fair value, There are no restrictions on the amount of
the loans that can be made under the program. There is limited credit risk associated with the lending
transactions since loss indemnification is provided if resulting from counterparty failure or default
(subject to certain limitations).

At June 30, 2004 and 2003, the fair value of securitics on loan allocable to the Corporation totaled
$3,243,043 and $1,909,142, respectively. There were no losses meurred as a resuit of securities lending
transactions and there were no significant violations of legal or conlractual provisions nor failures by any
barrowers to return loaned securities during either fiscal year 2004 or fiscal year 2003.

Additional investment information is disclosed in the financial schedules issued by the Department of
Revenue, ‘Treasury Division.  These financial schedules are availabie through the Department of
Revenue, Treasury Division, P.O. Box 110405, Juncau, Alaska 99811-0405 or at
www revenue.state ak us/treasurv/Publications.him.

Investments

Allowable restricted investments are specified in the bond indenture, as are certaip restrictions.
Substantially all investments are held, in trust, for the bene{it of the Corporation and the bondholders.

The Corporation’s investments at June 30 are shown below:

.Risk Category 2004 2003
Categorized investments;
U.S. government and federal
agency securities ! 5 196,580,925 120,930,342
Repurchase apgreements 1 38,421,000 41,257,379
Forward delivery agreements i 20,819,796 13,000,644
Corporale Bonds H 2,933,408 —
Bank tnvestment contracts 3 - 9,340,000
2064.755,129 184,528,365
Non-categorized investments:
Money market pool —
Government sccurilics — 189,917.920 144,201,248
Total investments b 454,073,049 328,729,613
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ALASKA STUDENT LOAN CORPORATION
(a Component Unit of the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

Pooled investments cannot be categorized because they represent the Corporation’s share of ownership in
the pool rather than ownership of specilic seeurities.

The carying value of investments at fune 30, 2004, by contraclual maturity, are shown below:

Due in one year or less $ 315,247,849
Due within one to five vears 08,594,814
Due in five years or more 40,830,386

% 454,673,049

Investments include amounts specifically designated for finaneing education loans. At June 30, 2004 and
2003 the investments available for financing education louns total S148,165,230 and $133,485,683
respectively. The funds are available to the Corporation anty if certain cash flow tests are met. The
remaining investments held by the Trustee are restricted for debt service, capital reserve and rebate
requirements,

&) Restricted Loans Receivable

A summary of restricted loans receivable, all of which are installment Joans to individuals, at June 30

follows:
2004 2003
Alaska Supplemental 1.oans ] 534,089,988 537,252,920
Teacher Education Loans 9,062,785 9332715
Family Education Loans 9,122,020 0,743,222
Federal Family Education Loans 24,973,470 . 9.817,694
S 577,248,263 566,146,551

The loan portfolio summarized by Joan status ol June 30 follows:

2004 2003
Enrollment 3 101,318,896 94,232 923
Grace 27,699,282 28,585,428
Repayment 384,615,869 376,195,576
Deferment 63,614,216 67,142,624
$ 577,248,263 566,146,551

Loans awarded and not disbursed at June 30, 2004 and 2003 1ol $13,511,526 and $8,723.521
respectively.

- 18- (Continued)



ALASKA STUDENT LOAN CORPORATION
(a Component Unit of the State ol Alaska)

Notes o Financial Statements

June 30, 2004 and 2003

Incladed in foans receivable are $430,894 and $541.356 of loan warrams issucd but not vet redecmed by
the borrowers at June 30, 2004 and 2003, respectively. Redemption is conlingent upon the horrowers
meeting certain eligibility requirements.

Restricted loans receivables are pledged to the Corporation’s outstanding bonds.,

{6) Allowance for Dounbiful Loans

A sunmmntary of the activity in the allowance Tor doubt ful loans at June 30 follows:

2004 03
Balance at beginning of period b 46,229 397 107,710,286
Provision for loan losscs 4,439 205 1,229,039
Net loans charged off (1.335,591) {2.338,01
Change in estimate {note 2(f)) - ) (10,371,913)
Balunce at end of period B 99333001 96,229,397
{(7) Allowance for Forgiveness

As described in note 2, the Corporation disburses foans of which principal and intercst become eligible
for [orgiveness under certain conditions.

A summary of the activity in the allowance for forgiveness at June 30 follows:

2004 2003
Balance at beginning of period S 2,292,031 2,346,335
Provision for forgiveness 418,148 451,788
Forgiveness granted sy {506,292)
Ralance at end of period S 2,396,055 2,292,031
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ALASKA STUDENT LOAN CORPORATION
{(a Component Unit of the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

(8) Bonds Payable

(a) Bonds payvable al June 30 consist of the following:

Cutstanding under the 1988 Masier Indenture:

1993 Series A Student Loan Revenue Bonds
serial bonds
1994 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 3.875% to 6.0%, due 2005 to 2008
1095 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 5.5% 10 5.75%. due 2005 10 2009
1996 Series A Student [.oan Revenue Bonds
serial bonds, fixed rates ranging
from 5.75% 10 6.33%, due 2005 10 2013
1997 Scrics A Student Loan Revenue 3onds
serial bonds, fixed mtes ranging
from 3.15% to 3.75%, duc 2005 to 2015
1998 Serics A Student Loan Revenue Bonds
scrial bonds, fixed rates ranging
from 4.6% to 5.3%. due 2005 to 2016
1999 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 4.6% to 5.43%, duc 2005 10 2017
2000 Serics A Student Loan Revenue Bonds
scrial bonds, fixed rates ranging
from 3.3% to 6.05%, duc 200510 2018
1erm bonds, 6.0%, duc July 1, 2016
2001 Series A Student Loan Revenue Bonds
serial bonds, hixed rates ranging
fToin 3.95% to 4.65%, due 2004 1o 2011

Less bond discounts
Sub-total T988 Master Indenture

20

Amount outstanding

Original
Amount 2004 2003
S 43,400,000 20,495,000

50,000,000
55,000,000
38,000,000
75,000,000
88,570,000
40,000,000

32,140,000
7,860,000

33,345,000

$ 463,31‘% 60

PR IR

19,680,000

23,740,000

29,270,000 35,470,000
31,000,000 33,500.000
73,000,000 75,000,000
60,000,000 70,000,000
36,750,000 38,500,000
32,140,000 32,140,000
7,860,000 7.860.000
33,343.000 33345000
323,045,000 370,050,000

(14.812) (97.882)

$ _ 323.030.188

369952118
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ALASKA STUDENT LOAN CORPORATION
{a Component Unit af the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

Ouistanding under the 2002 Master Indenture:

2002 Series A and B Education Loan Revenue Bonds
auction variable rate bonds, due 2009 w 2037

2003 Series A-1 and A-2 Fducation Foan Revenue Bonds
auction variable rate bonds, due 2011 1o 2038

2004 Scries A-1, A-2, A-3 Education l.oan Revenue Bonds
auction varizble rate bonds due 2044
serial bonds, fixed rate ranging
from 3.0% to 5.25%, due 2011 10 2017

I’lus bond premium
Sub-total 2002 Master Indenture

Outstanding under the 2004 Indenture:

2004 Series A Capital Project Revenue Bonds
serial bonds, fixed rates ranging
from 2.0% to 4.0%, duc 2005 10 2017
werm bonds, 4.0%, due July 1, 2018

Plus bond premium
Sub-Total 2002 Indenture

Bonds Payable
Plus bond premium/ Less bond discounts

-7 -

Original
Amount

3 62,500,000
47,000,600
93,100,000

..... 22 015,000

Amount oulstanding

2004 2003
62,500,000 62,500,000
47,000,000 47.000,000

93,100,000 _—

$ 224615000

Original
Amount

$ 69,910,000
5,230,000

22,015,000 -
224,615,000 109,500,000
934,957

;225,549 957 109,500,000

Amount outstanding

2004 2003

69,910,000 s

- 5,230,000 e

75,140,000
2318476

77,458,476 e

622,800,000
3,238,621

479,550,000
(97.852)

026,038,021

479.452.118
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ALASKA STUDENT LLOAN CORPORATION
{(a Component Unit of the State of Alaska)

Notes to Financial Statemerits

June 30, 2004 and 2003

(b) The mintmum payments and sinking fund installments related to the each indenture for the five
vears subsequent to June 30, 2004 and therealter are as {ollows:

1988 Master Indenture

Perod ending

hne 30 Principal _ Interest Total

2003 S 55.095.000 15,834,631 70,929,631
2006 25,500,000 13,788,132 39.288,132
2007 23,125,000 12,550,967 35,675,967
2008 25,800,000 11,288,459 37,088,459
2009 27,250,000 9,895,608 37,145,668
2010-2014 104,080,000 30,946,265 135,026,265
20132419 62,195,000 4642126 66,837,120

5 323.045,000 98,946,248 _ 421,991 248

2002 Master Indenture

Period ending

_Jue30 o Principal Interest Total

2005 3 26,400,000 3,582,685 29,982,685
2006 — 3,544,200 3,544,200
2007 3,544,200 3,544,200
2008 3,544,200 3,544,200
2009 - 3,544,200 3,544,200
2010-2014 48,670,000 15,017,850 63,687.850
2015-2019 5,643,000 10,129,800 15,774,800
2020-2044 143,900,000 44,850,220 188,750,220

S 224,613,000 §7,757,355 312372355
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Naotes to Financial Statements

June 30, 2004 and 2003

2004 Indenturc Bonds

Period ending

_June30 . Principal Inlerest Tetal
2005 b 3,965,000 1,957,406 7,922,406
2006 3,770,000 2,320,850 8.090.850
2007 3,925,000 2,204,650 8,129,650
2008 6,080,000 2,085,400 8,165,400
2009 6,245,000 1,963,000 8,208,000
2010-2014 33,530,000 5,956,100 39,486,100
2015-2019 11,625,000 1,162,200 12,787,200

S 75,140,000 17,649,606 92,789,606

Total far alt Bondy

Period ending
June 30 ~_ Principal Interest ___Total
2005 $ 87,460,000 21,374,722 108,834,722
20006 31,270,000 19,053,182 50,923,182
2007 29,050,000 18,299.817 47,349,517
2008 31,880,000 16,918,059 48,798,059
2009 33,495,000 15,402,868 48,897,868
2010-2014 186.280,000 51,920.215 238,200,215
2015-2019 79,465,000 15.934,126 05,399,126
2024-2044 143,900,000 44,850,220 188,750,220
$ 622,300,000 204,353,209 - 827,153,209

The 958 and 2002 Master Indenture Bonds are private activity bonds. The 2004 Tudenture
Bonds are not private activity bonds. All of the honds pay interest semiannualiy. The bonds are
secured by education loans and other assets of the Carporation and arc not obligations of the
State,

All of the bonds are subject to certain carly redemption {eatures, hoth mandatory and al the
aption ol the Corporation.  In addition, the hond indentures contain covenants relative o
restrictions on additional indebtedness.

All of the bonds outstanding under the 1988 Master Indenture are insured by Ambac Assurance
Corporation. The 2004 Capital Project Revenue Bonds oulstanding under ihe 2004 Indenture are
msured by MBIA Isurance Corporation.

a
L)
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ALASKA STUDENT 1.OAN CORPORATION
(4 Componemt Unit of the State of Alaska)

Notes to Financial Statements

June 30, 2004 and 2003

(d) On June 3, 2003, the Corporation issued 547,000,000 i education loan revenue bonds, of which
$15,885,000 was for the purpose of refunding the outstanding 1993 Serics A bonds at par. The
refunding occurred on July 1, 2004,

The refunding pornion of the Series 2003A-2 bonds was issued as auction varlable rate
certificates in which the interest is reset every 35 days and the principal paymeni due June I,
2038, The initial interest rate on the Scries 2003A-2 bonds was 1.12%. The refunded 1993
Series A bonds interest rates were fixed rates ranging [rom 5.5% to 5.625% and were due in level
debt service payments, with the final payment duc July 1, 2006. The refunding resulted in
aggregate debt service payments over {he next seven years in a total amount of approximately
S5400,000 less than the debt service payments which would have been due on the refunded bonds.
Based on the Series 2003A-2 honds’ imtial interest rale of 1.12%, there will be an cstimated
economic gain of $900,000. Economic gain is calculated as the net difference between the
present vaiue of the old debt service requirements and the present value of the new debt service
requirements, discounted at the effective interest rate and adjusted for additional cash paid.

(¢} On May 19, 2004, the Comporation issued S115,115,000 in education loan revenue bonds, of
which $13,055,000 was for the purpose of relunding the outstanding 1994 Serics A bonds and
$26,400,000 was for the purpose of refunding a portion ol the Series 2002 A bonds, both at par.

The 1994 Series A refunding occurred on July 1, 2004, The refunding portion of the Scries
2004 A-2 bonds was issued as auction variable rate certilicales in which the interest is resct every
35 days and the principal payment due June 1, 2044, The mital interest rate on the Scries
2004A.2 honds was 1.18%. The relunded 1994 Series A bonds interest rales were fixed rates
ranging from 5.875% (o 6% and were due in level debt service payments, with the final paymuent
due July [, 2007, The refunding resulted in ageregate debt service pavnicnis over the next seven
vears in a total amount of approximately $700.000 less than the debt serviee payments which
would have been due on the refunded bonds. Based on the Series 2004A-2 bonds” initial interest
rate of 1.18%, there will be an cstimated cconomic gain of S740,000.

(D The Series 2002 A refunding occurred on August 16, 2004, The refunding portion of the Series
2004 A-1 was issued as auchion variable e certificates in which the interest is reset every 13
days and the principal payment due June 1, 2044, The initial interest rate on the Scrics 2004 A-1
bonds was 1.20%. The refunded Scrics 2002 A bonds were issued as suclion variable rate
certificates in which the inferest rate reset every 33 days and the principal payments were due
June 1, 2009 and 2010, The relunding was ¢fTected to extend the matunty dates of these bonds
to June §, 2044, There is no expected ceonomie gain or change in debt service paviments over the
next six years,

(9} Arbitrage Rebate Payable

In connection with the Corporition’s tax-exempt bond issues. the Corporation 15 subject to rebatable
arhitrage when bond proceeds are invested in investments and education Joans.  Interest income from
mvestments and cducation loans is limited by the U.S. Treasury regulations.  The amount acerucd for
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ALASKA STUDENT LOAN CORPORATION
{a Component Unit of the State of Alaska)

Notes o Financial Statements

June 20, 2004 and 2003

arbitrage rebate labilily at Junc 30, 2004 and 2003, represents the amount of arbitrage rebate due to the
federal government for exeess carnings on the bond proceeds.

Student Loan Interest and Special Allowance on Federally Guaranteed Loans

The U.S. Department of ducation makes quarterly interest subsidy payments on behalf of qualificd
students until the student is required under provisions of the Higher Lducation Act (o begin repayment.
Repayment on Stafford Education loans normally beging within six months after students complete their
course of study, leave school, or cease 10 carry at teast once-half the normal fall-time academic load as
determined by the educational institution. Repayment of PLUS loans normally begins within sixty days
from the date of loan disbursement unless a deferment of payments has been granted. In these cases, full
repayment of principal and interest would resumic al the expintion of the deferment. Inierest accrues
during this deferment period.

The U.S. Department of Fducation provides a special allowance payment to lenders participating in the
Statfford, PLUS, and Consolidation loan programs. Special allowance is paid based on a rate that is
cslablished quarterly. For Joans first disbursed after June 30, 1999 and financed with obligations issucd
after Oclober 1, 1993, the rate is based on the average rute established in the auction of the three-month
Financial Commercial Paper, plus a predetermined faclor, less the interest rate on the loan. Loans made
ar purchased with funds obtained through the issuance of fax-cxempt obligations issued hefore Getober
1, 1993 are cligible [or one-half of the special allowance rate, subject to a minimum return of 9.3%.
Loans originated or purchased with funds obtained through the issuance of tax-exempt obligations
originally issued atier October 1, 1993 are eligible for full special allowance and are not subject to a
minimum return.

Retirement Plan

Elfective July 1, 1997, the Comnission adopted the provisions of Government Accounting Standurds
Board Swtement No. 27 (GAST 27). dAccomnting for Pensions by State and Local Government
Emplovers. There was no impact on the [inancial statements as a result of GASB 27,

() Plan Description

The Comunission and its emplovees parlicipate in the State of Alaska Public IEmployees’
Retirement System {(PERS), as a defined benelit, agent maltiple-employer public employee
retirement systom which was established and iz administered by the State 10 provide pension,
post-cmployment healtheare, and death and disability benefits to eligible employees. Al full-
thme cmployees are required 1o participale in PERS. Benefit and contribution provisions arc
cstablished by State law and may be amended only by the State i.egislature.

Fimployees hired prior to July 1, 1986 with Ove or more years of credited service are entitled to
annual pension benefits beginning at normal retdrement age Rfly-Nive or early retirement age
fifty. For employees hired alter June 30, 1986 the normal retirement age is sixty and the carly
retirement age is (iy-five. The normal annual pension henelit tor the first ten years of service is
equal to 294 per year of the member’s highest three-year average yearly compensation, 2.23% per
year Jor the sceond ten years of service, and 2.3% per year thereafler. All service carned prior 1o

%
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ALASKA STUDENT LOAN CORPORATION
(a Component Unit of the State of Alaska)

Notes to 'inancial Statemcents

June 30, 2004 and 2003

July 1, 1986 is calculated using the 2% nuwalliplier.  Emplovees with thirly or more years of
credifed service may retire at auy age and receive a nommal benefit. Major medical benefiis are
provided without cost to all retirees [irst hired before July 1, 1986, Members with five or more
years of credited service first hired afier Junc 30, 1986, but before July 1, 1996, may elect major
medical benefits,  Members first ired aller June 30, 1996 must oblain at least ten years of
eredited service 1o be eligible to eleet major medical benefits.

Fach fiscal year, PERS issues a publicly available {inancial report that includes financial
statements and required supplementary information. That report may be obtained by writing to
the State of Alaska, Department of Administration, Division of Retirement and Benefits, P.O.
Box 110203 Junecau, Alaska 99211-0203 or by calling (907) 465-4460.

Fund Policy and dnnnal Pension Cost

Employees arce required, by State statute, 1o contribute 6.75% of their gross wage to the plan.
The funding policy for PERS pravides for periodic employer contributions at actuarially
determined rates thal, expressed as a percentage of annuul covered payroll, are sufficient to
accunmlate sufficient assets to pay benefits when due. Covered payroll for the period ended
June 30, 2004, was approximately $4,361,000 constituting substantially all of the Commission’s
payroll. ‘The Commission’s anmual pension cast for the current year and the related information
is as follows:

Contribution rates;

Employee 6.75%
Employer 7.65%
Annual Pension cosl 1o date 3 333.540
Contributions made 3 333,540
Actuarial valuation daltc June 30, 2003
Actuarial cost method Projected unit credit
Amortization method Level percentage ol pay
Amortization pertiad 25-year Fixed
Asset valuation method 5-year smoothed market

Actuarial assumplions;
Inflation ratc 3.50% per year
Investment retum 8.25% per yeur, compounded annually, net
of cxpense.

Projected salary increase:

Inflation 3.50%
Productivity and merit 2.00%
Health cost trend 12.00%
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ALASKA STUDENT LOAN CORPORATION
(a Component Unit of the State of Alaska)

Notes to Financial Statements

June 3¢, 2004 and 2003

In the current year, the Commission detenmnined, in accordance with provisions of GASB 27, that no
pension liability (asser) existed to PERS and there was no previously reported liability (asset).

Commitments and Contingencies

{a) Operations

The Commission included approximatcly $9,600,000 in its budget (or [scal year 20035 as
rcimbursement from the Corporation for administrative and capital expenses incurred on the
Corporation’s behalf, Amounts paid by the Corporation will be subject to revision based upon
aclual expenses incurred by the Comimission.

by Payment to the Stare of Alaska

During fiscal ycar 2000 the Alaska legislature passed a bill that allows the Corporation (o pay the
State a retumn of comrbuted capital or dividend anmually based on net income. 1f the
Corporation’s Board of Dircclors elects to make such a paymenl, the amount may not be loss
than 10%, nor greater than 35%, of the Corporation’s income before translers when it equals or
exceeds $2,000,000 for the Basc Fiscal Year. The Base Fiscal Year is defined as the fiscal year
ending two years before the end of the [iscal year in which the payment is made.

On September 23, 2004, the Corporation’s T3oard of Dircelors approved a §5.600,000 Roturn of
Capital payment Lo the State which will be paid during the fiscal year 2005,

During fiscal vear 2004 the Alaska legislature passed a bill allowing the Corporation an
additional means to pay the State @ return of contributed capital.  The Corporation is now
permitted to use its bonding authority (o return capital invested in the loan program back to the
State. By year-end, a Capital Project Revenue account was established and funded with
$75,000,000 for use in financial various Stale capital projects.

(c) Interest Cost Reduction

On Decamber 4, 2000, the Corporation Board of Directors authorived an imterest cost reduction
for loans awarded with interest rates of 9%, 8.9%, and 8.6%. The amount of the reduction will
range from three-tenths percent ((3%) to seven-tenths percent ((7%) of the owstanding principal
balance of the loan, The aggregate cost reduction in fiscal year 2004 was approximately
S8R3,000. The Corporation expects the cost to continue to decline each vear, reaching a {inal
reduction of approximaltely $40.000 by year 2022,

(d) Stare Permanent Fund Dividend Seizure

The Alaska Permanent Fund (Permanent Fund) is a fund held and managed by the Stale and was
established in the Alaska State Constitution in 1976, The State deposits a pereentage of oil and
gas royultics into the Permanent Fund. By statute, the Stale pays a portion of the cumings of the
Permanent Fund (PEFD) annually 1o individuals who apply and mect certain residency
requirements, provided that sufficienmt funds arc available for payment. The annual PED paid 10
cach eligible reaident for the years 2003 and 2002 was 31,108 and $1.541 respectively, There
can be no assurance that payments will continue. PFLY payimems could be eliminated or reduoced
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Notes to Financial Statements

June 34, 2004 and 2003

by an amendment to the Alaska Statules. The Commission may scize a borrower’s Permanent
Fund Dividend {PFD} payment, if any, to satisty the balance of 4 defaulted loan pursuamt o
Alaska Statutes 14.43.145 and 43.23.067. "T'o do so. the Commission issues certified elaim letters
10 all borrowers of defaulied loans applying for PFD, natifying them of the Commission’s claim.
The Commission has seizurc priorily over all other executors cxeept State child support
enforcement and any courl ordered restitution.  There is no assurunce that any paricular
borrower will qualify or apply for a PFD) payment.

PFD scizures collected by the Commission were approximately $4,000,000 and $6,800.000 for
the years ended June 30, 2004 and 2003, respectively,

The Legislature and the Governor have, from time (o {ime, considered various alicmative
measures including reducing or restricting the size of the PFD. The Corporation cannot predict
whether any such measure will be enacted or the impact any such measure would have on loan
collections through PTD setzures,

{e) Generul

The education toan program has traditionally been the subjecet of legislative action by the State.
The laws governing the program have been amended from time 1o time and will continue to be
the subject of legislative proposals calling for further amendment.  The effect, if any, on the
program cannot be determined.

The Corporation is subject to interest rate risk relating to its variable ralc bonds and the loans
funded with bond proceeds. ‘The bonds are subject to an interest rate cap of 14% while the loans
are subject 1o an imerest rate cap of 8.25% 10 9.5% depending on the loan type. The Corporation
has various stralegics available to manage the risk that the bond rate may rise above the loan rate
cap.

(13)y  Subscquent Event

As further deseribed in Note 8. on May 19, 2004, the Corporation issucd S115,113,000 in education loan
revenue bonds in part for refunding at par $13,055,000 of the outstanding Serles 1994 A bonds and
526,400,000 of the Series 2002 A bands. The Series 1994 A refunding will oceur on July 1, 2004 and
the Scries 2002 A refunding will occur on August 16, 2004,
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THE MASTER INDENTURE

Certain provisions of the Master Indenture relating ro the 2005 Bonds are governed (including in the event
of conflict) by the Fonrth Supplemental Indenture.
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Exhibit B Custodian/Depositary/Servicing

Agreement

THIS INDENTURE, made and entered into
as of June 1, 2002, by and between the ALASKA
STUDENT LOAN CORPORATION, a public
corporation and governmentinstrumentally created
and existing under the laws of the State of Alaska
{herein called the "Corporation” or the "Issuer"),
and ZIONS FIRST NATIONAL BANK, a national
banking association organized and existing under
the laws of the United States, as Trusiee {herein
catled the "Trustee®),

WITNESSETH:

WHEREAS, the Corporation is authorized
by the Act (as herein defined) to issue its bonds for
the purpose of providing funds to acquire Education
Loans (as defined herein); and

WHEREAS, the Corporation has
determined o enter into this Indenture with the
Trustee to secure its Bonds (as herein defined) as
the Corporation may electto issue such Bonds from
time to time in accordance with the terms of this
Indenture and of any Supplemental Indenture
executed pursuant to this Indenture; and

WHEREAS, the Bonds shall be special,
limited obtigations of the Corporation, and the
principal and redemption premium, if any, of and
interest on the Bonds shall be payable solely from
the Trust Estate (as defined herein}, subject to the
provisions of this Indenture authorizing the
Corporation to create security interests in said Trust
Estate in favor of Credit Enhancement Agencies
{as defined herein) and counterparties to Interest
Rate Exchange Agreements and, further, subjectto
the provisions of this Indenture authorizing the
Corporation to create Classes (as defined herein)
and to grant security interests in the Trust Estate
that are prioritized based upon such Classes; and

WHEREAS, in connection with the
issuance of any Bonds, the Corporation may obtain
Credit Enhancement or enter into Interest Rate
Exchange Agreements {as such terms are defined
herein) and may secure its obligations under such
Credit Enhancement or Interest Rate Exchange
Agreements by a pledge of the Trust Estate
described below, and such pledge may be of a
priority {ess than, equal to, or greater than the
pledge of the Trust Estate to any class or Series of
Bonds; and
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WHEREAS, the time of issuance of any
Series of Bonds, the form of Bonds, and other
relevant terms of Bonds are to be specified in the
Supplemental Indenture pertaining to such Bonds;
and

WHEREAS, the execution and delivery of
this Indenture have been authorized by Resolution
2002-01 of the Corporation, a ceriified copy of
which has been delivered to the Trustee; and

WHEREAS, all things necessary to make
the Bonds, when authorized pursuant to a duly
adopted Supplemental Indenture and authenticated
by the Trusiee and issued as in this Indenture
provided, the valid, binding and legal special,
limited obligations of the Corporation according to
the import thereof, and to constitute this Indenture
a valid pledge and assignment of the Trust Estate
to the payment of the principal or redemption price,
if any, of and interest on the Bonds and all other
amounts due in connection therewith (subject to the
provisions of this Indenture authorizing the
Corporation to create a security interest in the Trust
Estate in favor of Credit Enhancement Agencies
and counterparties to interest Rate Exchange
Agreements) have been done and performed, and
the creation, execution and delivery of this
Indenture and the creation, execution and issuance
of the Bonds subject to the terms hereof, have in all
respects been duly authorized;

NOW, THEREFORE, KNOW ALL PERSONS BY
THESE PRESENTS

GRANTING CLAUSES

That the Corporation, in consideration of
the premises and the acceptance by the Trustee of
the trusts hereby created and of the purchase and
acceptance of the Bonds by the Bondholders, and
for good and valuable consideration, the receipt of
which is hereby acknowledged, and in order to
secure the payment of the principal or Redemption
Price, if any, of and interest on the Bonds and the
obligaticns of the Corporation arising under any
Credit Enhancement facility and any Interest Rate
Exchange Agreement (but only if and to the extent
that the Corporation expressly grants a security
interest under this Indenture in favor of such Credit
Enhancement facility or Interest Rate Exchange
Agreement in the Supplemental Indenture
authorizing the Bonds to which such Credit
Enhancement facility or Interest Rate Exchange
Agreement relates), all according to their tenor and
effect and all other amounts due in connection



therewith and the performance and chservance by
the Corporation of all the covenants expressed or
implied herein and in the Bonds, in such Credit
Enhancement facilities, and in such interest Rate
Exchange Agreements, does hereby grant, bargain,
sell, convey, pledge and assign unto, and grant a
first priority security interest in and to the Trustee,
and unto its respective successors in trust, and to
their respective assigns, forever, for the securing of
the performance of the obligations of the
Corporation hereinafter set forth, the following
{herein, the "Trust Estate"):

The Pledged Loans, Pledged Receipts, and
Pledged Leoan Notes (all as the same are defined
herein) including all extensions and renewals of the
term thereof, if any, together with all right, title and
interest of the Corporation therein, inciuding, but
without limiting the generality of the foregoing, the
present and continuing right to claim, collect and
receive any of the moneys, income, revenues,
issues, profits and other amounts payable or
receivable thereunder, to bring actions and
proceedings thereunder or for the enforcement
thereof, and to do any and all things which the
Corporation is or may become entitled to do under
the Pledged Loan Notes; provided, however, that
the foregoing pledge is subject to the Corporation’s
right to modify the terms of, or to take other actions
which may affect, the Pledged lLoans, Pledged
Receipts, and Pledged Loan Notes pursuant to
Section 707 herein.

1.

All Funds and Accounts (except any Credit
Enhancement Fund) and moneys and investments
therein including, but not limited to, undisbursed
proceeds of Bonds and amounts held under the
Custodian/Depositary/Servicing Agreement;

Any and all service or support agreements
by and between the Corporation and either the
Alaska Commission on Postsecondary Education
or the Student Financial Aid Committee of said
Commission, including without limitation the
agreement governing the administration of the
Education Loan Trust Fund established in the
Corporation by the Act; provided, however, that
notwithstanding the introductory paragraph to these
Granting Clauses the security interest created in
this Clause lll is second to, and subject to the prior
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lien of, the Corporation's Indenture dated as of May
1, 1988;

v.

Allmeneys and securities from time to time
held by the Trustee under the terms of this
indenture (except moneys and securities in any
Credit Enhancement Fund) and any and all other
real or personal property of every name and nature
concurrently herewith or from time to time hereafter
by delivery or by writing of any nature conveyed,
mortgaged, pledged, assigned or transferred as
and for additional security under this Indenture for
the Bonds, to the extent so conveyed, mortgaged,
pledged, assigned or transferred by the Corporation
or by anyone in its behalf, or with its written
consent, to the Trustee, which is hereby authorized
to receive any and all such property at any and all
times and to hold and apply the same subject to the
terms hereof; and

V.

Any and all proceeds of the foregoing,
subject, in all cases, to the terms and provisions of
this Indenture governing the use and application of
all such property and rights in property including the
Corporation's right to withdraw, free and clear of the
lien of this Indenture, Pledged Loans, cash and
other property held hereunder or credited hereto
subject to the requirements hereof;

TO HAVE AND TO HOLD all and singular
the Trust Estate, whether now owned ar hereafter
acquired, unto the Trustee and its respective
successors and assigns in trust forever to its and
their own proper use and behalf but:

IN TRUST NEVERTHELESS, upon the
terms and trusts herein set forth for the equal and
proportionate benefit, security and protection of all
present and future owners of the Bonds from time
to time issued and to be issued under and secured
by this Indenture without privilege, priority or
distinction as o the lien or otherwise of any of the
Bonds except to the extent that any privilege,
priority, or distinction may be created pursuant to
the terms of this Indenture with respect to the
creation of Classes {as defined herein);

PROVIDED, HOWEVER, that if the
Corporation, its successors or assigns, shall well
and truly pay, or cause to be paid, the principal or
Redemption Price, if any, of and interest on, the
Bonds due or to become due thereon, and all other



amounts due thereunder, at the times and in the
manner mentioned in the Bonds according to their
tenor and in accordance herewith, and shall cause
the payments to be made on the Bonds as required
under Article VIl hereof, or shall provide, as
permitted hereby, forthe paymentithereof, and shall
well and truly keep, perform and observe all the
covenants and conditions pursuant to the terms of
this Indenture to be kept, performed and ohserved
by it, and shall pay or cause to be paid to the
Trustee all sums of money due or to become due to
it in accordance with the terms and provisions of
this Indenture, then upon the final payment thereof
this Indenture and the rights hereby granted shall
cease, terminate and be void; otherwise this
Indenture to be and remain in full force and effect.

THIS INDENTURE OF TRUST FURTHER
WITNESSETH, and itis expressly declared, that all
Bonds issued and secured hereunder are to be
issued, authenticated and delivered and all of the
property, rights and interests, including, without
limitation, the loan payments and other amounts
hereby assigned and pledged are {o be dealt with
and disposed of under, upon and subject to the
terms, conditions, stipulations, covenants,
agreements, trusts, uses and purposes as
hereinafter expressed, and the Corporation has
agreed and covenanted, and does hereby agree
and covenant with the Trustee and with the
respective holders of the Bonds as follows:

ARTICLE |
DEFINITIONS AND INTERPRETATIONS

Section 101 - Definitions. In this Indenture,
unless the context otherwise requires, the following
words and terms shall have the meanings set forth
in this Section:

"Account" shall mean one of the special
accounts created and established pursuant fo
Section 501 or Section 510 of this Indenture.

"Accountant” shall mean a certified public
accountant or firm of independent cerlified public
accountants selected by the Corporation and may
be the accountant or firm of accountants that
regularly audits the books of the Corporation.

"Act" shall mean Sections 14.42.100
through 14.42.990 of the Alaska Statutes, as
amended.
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"Additional Bonds" shall mean Bonds other
than the first series of Bonds authenticated and
delivered under this Indenture.

"Authorized Newspaper" shall mean a
newspaper or financial journal printed in the English
language and customarily published {except in the
case of legai holidays) at least once a day for at
least five days in each calendar week, which is of
general circulation in the Borough of Manhattan,
City and State of New Yark.

"Authorized Officer” shall mean the
Chairman or Executive Officer of the Corporation
and, in the case of an act to be performed or a duty
to be discharged, any member, officer or employee
ofthe Corporation then authaorized by the Chairman
or Executive Officer or by action of the Board of
Directors of the Corporation to perform such act or
discharge such duty.

"Bond" shall mean one of the bonds, notes,
or other evidences of indebtedness authenticated
and delivered under this indenture.

"Bond Counsel” shall mean any firm of
attorneys selected by the Corporation and
acceptable to the Trustee that is recognized
nationally as expert in the area of municipal finance
and tax-exempt obligations.

"Bondholder” or "holder" or words of similar
import, when used with reference to a Bond or
Bonds, shall mean any person who shall be the
registered owner of any Outstanding Bond or
Bonds issued in fully registered form or the bearer
of any Bond or Bonds issued in bearer form or
registered to bearer,

"Bond Payment Date" shall mean any day
on which interest, principal, redemption premium or
any other payment on a Bond is required to be
made, whether at maturity, redemption or
otherwise.

"Bond Year" shall mean the twelve-month
period beginning on July 1 of any year (but not
inciuding any year in which there are no Bonds or
Parity Obligations outstanding) and ending on June
30 of the following year.

"Business Day" shall mean any day other
than a Saturday or Sunday or any other day on
which banks in New York, Alaska, or the state or
states in which any Trustee appointed hereunder



performs its duties hereunder are authorized or
required to be closed or are closed.

"By Class in Descending Order of Priority"
shall mean that any action to be so taken shall be
taken first with respect to the Bonds that are
designated as the highest priority Class of Bonds
Qutstanding until there is no such action required
for such Bonds and then such action shall be taken
for each lower priority Class of Bonds Outstanding
in order untit such action shall no lenger be required
for each such Class.

"Capital Reserve Fund" shall mean the
capital reserve fund created pursuant to Section
501 and described as such under the Act.

"Capital Reserve Requirement," with
respect to any Series or Class of Bonds, shall have
the meaning provided in the Supplemental
Indenture authorizing the issuance of such Bonds.

"Certificate" shall mean a signed document
gither attesting to or acknowledging the
circumnstances, representations or other matters
therein stated or set forth or setting forth matters to
be determined by an Authorized Officer pursuant to
this Indenture.

"Class" shall mean one or more Series of
Bonds, Credit Enhancement facilities, and Interest
Rate Exchange Agreements having the same
security interest with respect to the Trust Estate.

"Code" shall mean the Internal Revenue
Code of 1988, as amended.

"Commission" shall mean the Alaska
Commission on Postsecondary Education.

"Continuing Disclosure Agreement” shall
mean, for each Series, the continuing disclosure
certificate or agreement, if any, executed by the
Corporation for the purpese of satisfying the
continuing disclosure requirements of Rute 15¢2-12
of the Securities and Exchange Commission with
respect o such Series, as such continuing
disclosure cerificate or agreement is originally
executed and as it may be amended from time to
time in accordance with its terms.

"Corporation” shall mean the Alaska
Student Loan Corporation, a public corporation and
government instrumentality created and exisling
pursuant to the Act.
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"Costs of Issuance” shall mean all items of
expense direclly or indirectly payable or
reimbursable by or to the Corporation and related
to the authorization, sale, or issuance of 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 and its counsel; legal fees and charges;
underwritng compensation; placement agent
compensation; fees and disbursements of
consultants and professionals; costs of credit
ratings; fees and charges of any Credit
Enhancement Agency in connection with providing
Credit Enhancement for any of the Bonds; fees and
charges for preparation, execution, transportation
and safekeeping of Bonds; costs and expenses of
refunding; premiums for the insurance of the
payment of Bonds; and any other cost, charge or
fee in connection with the original issuance of
Bonds,

"Counsel's Opinion" shall mean an opinion
signed by an attorney or firm of altorneys of
nationally recognized standing in the field of law
relating to state and municipal financing (who may
be counsel to the Corpoeration) selected by the
Corporation and acceptable to the Trustee.

"Credit Enhancement” shall mean a letter
of credit, a line of credit, a credit facility, a surety
bond, bond insurance, or any other instrument or
arrangement obtained in connection with the
issuance of a Series of Bonds to further secure the
payment of the Bonds of such Series or the
payment of any Pledged Loans.

"Credit Enhancement Agency” shall mean
any bank or other institution that provides Credit
Enhancement.

"Credit Enhancement Fund" shall mean a
Fund or Account authorized to be created by the
Corporation under Section 510(B) for the purposes
of holding and disbursing the proceeds of, or
holding only, Credit Enhancement.

"Custodian/Depositary/Servicing
Agreement” shall mean that certain agreement with
respect to custody of a portion of the Trust Estate
by and among the Corporation, the Trustee, and
the State through the Commission and through its
Depariment of Revenue, dated June 1, 2002.

"Debt Service” shall mean, for a Series of
Bonds Cutstanding and for any Parity Obligations
Outstanding, the scheduled amount of interest and



Principal Installments payable on the Bonds of such
Series or on such Parity Obligations (or
substantially equivalent payments due on Parity
Obligations) during the period of computation.

"Default Payment” shall mean all amounts
{in any form) received by the Corporation, by the
Trustee acting on behalf of the Bondholders, or by
any agent of either of them as a result of the
acceleration of the due date of any Pledged Loan
because of an event of default with respect to such
Pledged Loan.

"Bepositary" shall mean the State or any
bank or trust company or national banking
association selected by the Trustee or the
Corporation as a depositary of moneys or securities
held under the provisions of this Indenture, and
may include the Trustee, if such party agrees to
hold such money or securities as an agent of the
Trustee.

"Education Loan" shall mean a loan,
including but not limited to Guaranteed Loans, that
is authorized by the Act or any other qualifying
program that may be established by or for the
Commission or the Corporation or an entity
controlled by either of them as any such prodgram
may be administered from time to time by the
Commission or the Corporation or such entity;
provided, however, that if any change is made to
the Education Loan Program as it exists on the date
hereof or if any new program is established by or
under the Act, "Education Loan" shall not include
any loan purchased or financed under the
Education Loan Program, as so ¢changed, or under
any such new program unless the Corporation shall
have filed with the Trustee a Ratling Confirmation
reflecting such change or such new program.

"Education Loan Fund" shall mean the
Education Loan Fund established within the Master
Educaticn Loan Revenue Bond Account pursuant
to Section 501.

"Education Loan Program" shall have the
meaning set forth in Section 204.

"Education Loan Trust Fund" shall mean
the special revolving trust fund of the Corporation
created and established by the Act.

"Event of Default” shall mean any of the
events specified in clauses (1) through {7) of
Section 1002,
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"Excess Coverage" shall mean, as of any
date of calculation, and except as otherwise
provided in a Supplemental Indenture, the amount
by which the sum of the value of (a) the Education
Loans {valued at par plus accrued interest and
accrued Special Allowance Payments, as such
term is defined in the Higher Education Act, if any)
credited fo the Education Loan Fund and (b) all
cash and Investment Securities held in the Funds
and Accounts (valued as set forth herein or in the
pertinent Supplemental Indenture, plus accrued
interest, but excluding amounts irrevocably set
aside to pay particular Bonds pursuant to Section
1201) shall exceed all of the following sums taken
individually and not as an aggregate: (x) 107% of
the sum of the principal and accrued interest on all
Qutstanding Class | Bonds; and {y) 101.5% of the
sum of the principal of and accrued interest on all
QOutstanding Bonds; all as evidenced in a
Certificate, upon which the Trustee may
conclusively rely.

"Fiduciary” shall mean the Trustee or any
Paying Agent or any Co-Paying Agent or Co-
Registrar for the Bonds or any Series of Bonds.

"Fund" shall mean one of the special trust
funds established pursuant to Section 501(A) or
Section 510.

"Guaranteed Loan" shall mean (i) any
EducationLoanthatis guaranteed under the Higher
Education Act; if the Higher Education Act is
reauthorized or amended and the terms or
characteristics of loans guaranteed under the
Higher Education Actfollowing such reauthorization
or amendment, including but not limited to terms
and characteristics relating to loan benefits and
servicing, are materially different than they were
before such reauthorization or amendment, then
"Guaranteed Loan" shall mean an Education Loan
guaranteed under the Higher Education Act as so
reauthorized or amended only if there has been
filed with the Trustee a Rating Confirmation that
takes into consideration such change in terms or
characteristics; and (i} any Education Loan that is
guaranteed under any other federal law, but only if
a Rating Confirmation is filed with the Trustee
taking into consideration the guarantee under such
other federal law.

"Guarantor" shall mean any entity which
has entered into an agreement with the Corporation
to guarantee education {oans under the Higher
Education Act or other federal law and has entered



into an agreement with the Secretary for
reinsurance of its guarantees of education loans.

"Higher Education Act” shall mean Tille IV
of the Higher Education Act of 1965, as amended,
or any successor federal act, and the regulations,
directives, bulletins, and guidelines promulgated
thereunder.

"Indenture” shall mean this Indenture as
from time to time amended and supplemented in
accordance with the terms hereof.

"Interest Payment Date” shall mean any
date upon which interest on any Bonds is payable
in accordance with the terms of the Bonds and the
terms of this Indenture or any Supplemental
Indenture.

"Interest Rate Exchange Agreement" shall
mean a contract entered into by the Corporation or
by the Trustee on behalf of the Corporation
providing for aninterest rate cap, floor, or swap with
respect to any Bonds or Pledged Loans.

"Investment Securities" shall have the
meaning, with respect to any Class, set forth in any
of the Supplemental Indentures authorizing a
Series of Bonds of such Class if any of the Bonds
of such Class and Series are QOutstanding at the
time of reference, provided that if more than one
Series of Bonds of a particular Class has Bonds
QOutstanding and {he meanings in the Supplemental
Indentures are different, Investment Securities shall
mean only those investments appearing in both or
all Supplemental Indentures for Bonds of such
Series and Class (in the determination of the
Trustee, which shall be conclusive).

"Moody's" shall mean Moody's Investors
Service Inc.

"Original Purchaser” shall mean with
respect to each Series the first purchaser or
purchasers of the Bonds of such Series from the
Corporation.

"Cutstanding”, when used with reference to
Bonds, shall mean, as of any date, all Bonds
theretofore or thereupon being authenticated and
delivered under this Indenture except:

(1) Any Bonds canceled by the
Corporation or the Trustee at or prior fo
such date;
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{2) Bonds (or portions of Bonds) for
the payment or redemption of which there
shall be held in trust hereunder and set
aside moneys or Investment Securities
which represent or are secured by the full
faith and credit of the United States of
America, which are not subject to
redemption prior to the dates on which
amounts will be needed to make payments
and the principal of and interest on which
when due will provide moneys which,
together with the moneys, if any, deposited
at the same time, will be sufficient to pay
the principal or Redemption Price thereof,
as the case may be, with interest to the
date of maturity or redemption date on
such Bonds (or portions of Bonds) and, if
such Bonds are to be redeemed, for which
notice of such redemption shall have been
given as provided in Article Vi or provisions
satisfactory to the Trustee shall have been
made for the giving of such notice;

(3) Bonds for the transfer or exchange
of or in lieu of or in substitution for which
other Bonds shall have been authenticated
and delivered pursuant to this Indenture;
and

4)
as provided
Section 1201.

Bonds deemed to have been paid
in  subsection (B) of

"Parity Obligations" shall mean bonds,
notes, or other obligations so described in
Section 209(A) hereof and issued under or secured
by a Parity Obligation Instrument.

"Parity Obligation Instrument” shall mean
the indenture, resolution, or other instrument
securing any Parity Obligation and under which the
Parity Obligation was issued.

"Paying Agent” shall mean any bank or
trust company, which may include the Trustee,
designated by the Corporation as paying agent or
co-paying agent for the Bonds of any Series, andits
or their successor or successors hereafter
appointed in the manner herein provided.

"Permitted Spread" shall mean the
maximum spread between the yield on the Bonds
of a Series and the yield on the Education Loans
financed with proceeds of, or, under the Code or
the Regulations, allocable to, the Series permitted
under the Code and the Regulations without



adversely affecting the tax-exempt status of such
Bonds.

"Pledged Loan" shall mean any Education
Loan held in or credited to the Education Loan
Fund under this Indenfure.

"Pledged Loan Note" shall mean the
promissory note or other documentation evidencing
a Pledged Loan.

"Pledged Receipts” shall mean (i} all
amounts, including principal and interest payments,
paid or payable or otherwise received under or
pursuant to or with respect to any Pledged Loan
{monthiy or otherwise) including, without limitation,
both timely and delinquent payments with late
charges, fees and charges, special allowance
payments, insurance or guaranty payments,
subsidy payments, and all other revenues and
income paid to the Trustee, the Corporation, or any
agent of either on account of or in connection with
any Pledged Loan, {ii) all Recoveries of Principal,
and {iii} all interest paid or payable or any gain
realized upon the investment or deposit of amounts
in any Fund or Account, but shall not include any
amount retained by any Servicer of any Pledged
Loan (other than the Corporation, the Commission,
or any related entity} as compensation for services
rendered.

"Prepayment” shall mean any amount
received or recovered as a prepayment of the
principal amount of any Pledged Loan, including
any prepayment penalty, fee, premium or other
such additional charge, less the amount retained by
any Servicer of such Pledged Loan, other than the
Corporation, as additional compensation resulting
from such prepayment.

"Principal installment" shall mean, as of
any date of calculation and with respect to the
Outstanding Bonds of any Series, (i) the principal
amount of such Bonds which are due on a certain
future date, reduced by the aggregate principal
amount of such Bonds which would be retired by
reason of the payment when due and application in
accordance with this Indenture of Sinking Fund
Payments payable before such future date for the
retirement of such Bonds or (i) the unsatisfied
balance, determined as provided in
subsection 505(E), of any Sinking Fund Payment
due on a certain future date for such Bonds, plus
the aggregate amount of the premiums, if any,
which would be applicable on such future date upon
the redemption of such Bonds by application of
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such Sinking Fund Payments in a principal amount
equal fo said unsatisfied balance or {iii} if such
future dates coincide as to different Bonds of such
Series, the sum of such principal amount of Bonds,
unsatisfied balance and applicable premiums, if any
or (iv) for any particular Series of Bonds the amount
specified in the Suppilemental Indenture authorizing
such Series of Bonds.

"Principal Installment Date” shall mean any
date upon which a Principal Installment is payabile
on any Bond in accordance with its terms and the
terms of this Indenture.

"Program Expenses" shall mean all the
Corporation’s expenses in carrying out and
administering its Education Loan Program, insofar
as they are fairly allocable to all Pledged Loans,
and in servicing the Pledged Loans; "Program
Expenses” shall include, without limiting the
generality of the foregaing, expenses incurred in
the collection of Education Loans; salaries,
supplies, utilities, mailing, labor, materials, office
rent, maintenance, furnishings, equipment,
machinery and apparatus; insurance premiums;
legal, accounting, management, consulting and
banking services and expenses; the fees and
expenses of the Trustee and its agents and
counsel; the fees and expenses of Depositaries and
Paying Agents; Costs of {ssuance not paid from
proceeds of Bonds; and payments for pension,
retirement, health and hospitalization and life and
disability insurance benefits, all fo the extent
properly allocable to the Education Loan Program
insofar as they are fairly alfocable to Pledged
Loans.

"Rating Agency" shall mean any securities
rating agency but only if and during the times that
such agency shall have assigned, at the request of
the Corporation or in connection with any Credit
Enhancement obtained by the Corporation, and
have in effect a rating for any of the Quistanding
Bonds.

"Rating Confirmation" shall mean a letter
from each Rating Agency then providing a rating for
any Bonds confirming that the action proposed to
be taken will not, in and of itself, have the effect of
(iy reducing or withdrawing the rating then
applicable to those Bonds if those Bonds are not
secured by Credit Enhancement which requires the
ratings on the Bonds to be maintained at a certain
minimum rating, or (ii) if these Bonds are secured
by Credit Enhancement which requires that the
ratings on the Bonds {without regard to Credit



Enhancement) be maintained at a certain minimum
rating, reducing their rating to a rating below such
minimum rating without regard to the rating of the
Credit Enhancement Agency or withdrawing the
rating.

"Record Date" shall have the meaning set
forth in the Supplemental Indenture authorizing the
particular Series of Bonds.

"Recoveries of Principal" shall mean all
amounts received by the Corporation as a recovery
of the principal amount of any Pledged Loan,
including any Default Payment, Prepayment or Sale
Payment.

"Redemption Date" shall mean the date on
which any Bonds are subject to redemption.

"Redemption Account" shall mean the
Redemption Account of the Revenue Fund
established pursuant to Section 501.

"Redemption Price” shall mean, with
respect to any Bond, the principal amount thereof
plus the applicable premium, if any, payable upon
redernption thereof pursuant to the provisions of
such Bond or this Indenture.

"Refunding Bonds" shall mean all Bonds,
whether issued in one or more Series,
authenticated and delivered on originalissuance for
the purpose of refunding Bonds or other obligations
of the Corporation and all Bonds thereafter
authenticated and delivered upon the transfer or
exchange of or in lieu of or in substitution for such
Bonds pursuant to this indenture.

"Registrar” shall mean the person or entity
responsible for maintaining the registration books of
the Corporation with respect to the Bonds.

“Regulations" shall mean temporary and
permanent regulations promulgaied under the
Code.

"Revenue Fund" shall mean the Revenue
Fund established pursuant to Section 501.

"Sale Payment” shall mean any amount
received by the Corporation from the sale,
assignment, endorsement or other disposition of
any Pledged Loan, except Prepayments or Default
Payments; provided that withdrawat of a Pledged
Loan pursuant to Section 502(G) shall not be
considered a disposition leading to a Sale Payment.
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"Secretary"” shall mean the Secretary of the
United States Department of Education.

"Series” shall mean all the Bonds
authenticated and delivered on original issuance
pursuant to a Supplemental Indenture and
designated as a Series therein and any Bonds
thereafter authenticated and delivered upon the
transfer or exchange of or in lieu of or in
substitution for (but not to refund) such Bonds as
herein provided, regardless of variations in maturity,
interest rate, Sinking Fund Payments, or other
provisions.

"Series Account" shall mean, for each
Series, the Series Education Loan Account
established for such Series pursuant to Section
502.

"Servicer" shall mean the Corporation, the
Commission, or, if there has been filed with the
Trustee a Rating Confirmation reflecting the
servicing of any Pledged Loan by another institution
pursuant to a Servicing Agreement, any such
institution.

"Servicing Agreement” shall mean a
contractual agreement of the Corporation with a
Servicer other than the Corporation forthe servicing
of Pledged Loans by the Servicer.

"Sinking Fund Installment” shall mean, as
of any particular date of calculation and with
respect o the Outstanding Bonds of any Series, the
amount required to be paid at all events by the
Corporation on a single future date for the
retirement of Bonds of such Series which mature
after said future date, but does not include any
amount payable by the Corporation by reason only
of the maturity of a Bond.

IIS&PII
Corporation,

shall mean Standard & Poor's

"State" shall mean the State of Alaska.

"Suberdinate Obligations” shall mean
bonds, notes, or other obligations described in
Section 209(B).

"Supplemental Indenture” shall mean an
indenture supplemental to or amendatory of this
Indenture, executed by the Corporation and
effective as provided in Article Vill.



"Surplus Revenues® shall mean, first,
amounts held at any time in the Revenue Fund and
described in Paragraph Eighth of Section 503(C})
hereof and, second, amounis held in any
Unallocated Account within the Education Loan
Fund; provided, however, that the Corporation may
reverse the foregoing order of priority in
determining, or eliminate specified amounts from
being considered as, Surplus Revenues by a
written direction o the Trustee.

"Trustee" shall mean the trustee appointed
pursuant to Article XI and any successor or
successors to it or any other person at any time
substituted in its place pursuant to this Indenture.

"Trust Estate" shall have the meaning
provided in the Granting Clauses of this Indenture,

"Unallocated Account" shall mean an
Unallocated Account within the Education Loan
Fund established pursuant to Section 501.

"Yield Reduction Payment" shall mean the
minimum amounts payable to the United States
Treasury as described in Treas. Reg. §1.148-5(c).

Section 102 - Interpretations. (A) In this
Indenture, unless the context otherwise requires:

(N Articles and Sections
referred to by number shall mean the
corresponding Articles and Sections of this
Indenture;

(2) The terms “hereby",
"hereof’, "herefe”, "herein”, "hereunder”
and any similar terms, as used in this
Indenture, refer to this Indenture, and the
term "hereafter" shall mean after, and the
term "heretofore” shall mean before, the
date of its execution:

(3) Words of the masculine
gender shall mean and include correlative
words of the feminine and neuter genders
and words importing the singular number
shall mean and include the plural number
and vice versa;

(4) Words importing persons
shall include firms, associations,
partnerships (including limited
partnerships), trusts, corporations and
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otherlegal entities, including public bodies,
as well as natural persons;

{5} Words importing  the
redemption or redeeming of a Bond or the
calling of a Bond for redemption do not
include or connote the payment of such
Bond at its stated maturity or the purchase
of such Bond;

(6) Any headings preceding
the tfexts of the several Aricles and
Sections of this Indenture, and table of
contents or marginal notes appended to
copies hereof, shall be solely for
convenience of reference and shall not
constitute a part of this Indenture, nor shall
they affect its meaning, construction or
effect;

(7) If a Supplemental
indenture authorizes coupon Bonds it shall
make provisions for publication of notices
required to be mailed hereafter in an
Authorized Newspaper., The notices shall
be published and contain the same
information as notices required to be
mailed. If, because of the temporary or
permanent suspension of the publication or
general circulation of all Authorized
Newspapers or for any other reason, it is
impossible or impractical to publish any
notice pursuant to this Indenture in the
manner herein provided, then such
publication in lieu thereof as shall be made
with the approval of the Trustee shall
constitute a sufficient publication of such
notice;

{(8) Unless otherwise
determined by the Corporation, any
Education Loan financed by application of
amounts in any Series Account shall be
deemed to have been financed by
application of amounts relating to the
Series of Bonds for which such Fund was
established (and first by proceeds of such
Series of Bonds) or shall be deemed to
have been financed proportionately by
application of amounts relating to one or
moare Series to the extent that such
Education Loan has been financed by
application of amounts in more than one
Series Account;



(9) The date upon which any
Sinking Fund Payment is required to be
paid pursuant to the Supplemental
Indenture authorizing the issuance and
delivery of a Series of Bonds shall be
deemed to be the date upon which such
Sinking Fund Payment is payable and the
Outistanding Bonds of such Series to be
retired by application of such Sinking Fund
Payment shall be deemed to be the Bonds
entitled to such Sinking Fund Payment;

(10)  With respect to any Bond
that bears interest at a stated rate,
compounded periodically, first payable (i)
at maturity or prior redemption or (ii)
commencing as of a date more than one
year after the initial authentication and
delivery thereof, for all purposes of this
Indenture and of any Supplemental
Indenture adopted pursuant to fhis
Indenture, unless the context or the related
Supplemental Indenture otherwise
requires, the "principal amount" of such
Bond as of any date of calculation shall be
deemed to be equal to the sum of (x) the
stated principal amount of such Bond upon
original issuance plus (y) an amount equal
to interest thereon accrued (and not
currently payable) and compounded at the
applicable rate to the Bond Payment Date
or other date specified in the related
Supplemental indenture which most
immediately precedes or corresponds {o
the date of calculation;

) This Indenture shall be
governed by and construed in accordance
with the applicable laws of the State;

(12} Any requirement for
amounts {0 be deposited in any Fund or
Account shall be considered satisfied upon
the crediting of such amounts to such Fund
or Account; and

{13) Any requirement herein or
in any Supplemental Indenture for the
payment of any money or the taking of any
other action on a particular date may,
unless otherwise specifically required, be
taken on the Business Day following such
date if such date is not a Business Day and
such requirement shall thereupon be
satisfied with the same effect as if the
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payment was made or the action taken on
the date required.

(B) Nothing in this Indenture
expressed or implied is intended or shall be
construed to confer upon, or to give to, any person,
other than the Corporation, the Fiduciaries, the
Credit Enhancement Agencies and the
counterparties to Interest Rate Exchange
Agreements to which the Corporation has expressly
granted an interest herein and then only to the
extent of that interest, and the holders of the Bonds
any right, remedy or claim under or by reason of
this Indenture or any covenant, conditions or
stipulation thereof. All the covenants, stipulations,
promises and agreements in this Indenture
contained by and on behalf of the Corporation shall
be for the sole and exclusive benefit of the
Corporation, the Fiduciaries, such Credit
Enhancement Agencies and counterparties to
Interest Rate Exchange Agreements, and the
holders of the Bonds.

Section 103 - Severability of [Invalid
Provisions. If any cne or maore of the covenants or
agreements provided in this indenture on the part
of the Corporation or any Fiductary to be performed
should be contrary to law, then such covenant or
covenants or agreement or agreements, shall be
deemed separable from the remaining covenants
and agreements hereof, and shall in no way affect
the validity of the other provisions of this Indenture
or of the Bonds.

ARTICLE 1l
AUTHORIZATION, OBLIGATION AND
ISSUANCE OF BONDS

Section 201 - Authorization for Indenture.
This Indenture is authorized and executed by virtue
of and pursuant {o the provisions of the Act. The
Corporation has ascertained and herebhy
determines and declares that execution of this
Indenture is necessary to carry out the powers and
duties expressly provided by the Act, that each and
every act, matter, thing or course of conduct as to
which provision is made herein is necessary or
convenient in order to carry out and effectuate the
purposes of the Corporation in accordance with the
Act and to carry out powers expressly given in the
Act and that each and every covenant or
agreement herein contained and made is
necessary, usefut or convenient in order to beiter
secure the Bonds and are contracts or agreements
necessary, useful and convenient to carry out and




effectuate the corporate purposes of the

Corporation under the Act.

Section 202 - Indenture to Constitute
Contract. In consideration of the purchase and
acceptance of the Bonds by those who shall hold
the same from time to time, the provisions of this
Indenture shall be a part of the contract of the
Corporation with the holders of Bonds and shall be
deemed to be and shall constitute a contract
between the Corporation, the Trustee and the
holders from time to time of the Bonds. The pledge
hereof and the provisions, covenants and
agreements herein set forth to be performed by or
on behalf of the Corporation shall be for the benefit,
protection and security of the holders of any and all
of such Bonds. Each Bond, Credit Enhancement
facility, and Interest Rate Exchange Agreement of
a Class, regardless of the time or times of its issue
or maturity, shall be of equal rank without
preference, priority or distinction over any other
Bond, Credit Enhancement facility, or Interest Rate
Exchange Agreement of such Class except as
expressly provided in this Indenture.

Section 203 - Obligation of Bonds. This
indenture creates an issue of bonds of the
Corporation and creates a continuing pledge and
lien to secure the full and final payment of the
principal or Redemption Price of and interest on
such bonds, and any Sinking Fund Installments for
the retirement thereof. The Bonds shall be special,
limited obligations of the Corporation, and the
principal or Redemption Price, if any, thereof and
the interestthereon shall be payable solely from the
Trust Estate, subject to the provisions of Section
510(D) hereof authorizing the Corporation to create
a security interest in the Trust Estate in favor of
Credit Enhancement Agencies and counterparties
to Interest Rate Exchange Agreements. The Bonds
shall contain on their face a statement that neither
the faith and credit nor the taxing power of the State
or of any political subdivision of the State is pledged
to the payment of the principal thereof or the
interest thereon.

Section 204 - Authorization of Bonds. In
order to provide sufficient funds for the
Corporation’s pregram of financing or purchasing
Education Loans pursuant to the Act (the
"Education Loan Program"), bonds of the
Corporation are hereby authorized to be issued
from time to time without limitation as to amount
except as herein provided or as may be limited by
law, and such bonds shall be issued subject {o the
terms, conditions and limitations established in this
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indenture and in one or more Series and in such
Classes as hereinafter provided.

Section 205 - Issuance and Delivery of
Bonds; Classes of Obligations. (A) After their
authorization by a Supplemental Indenture, Bonds
of a Series may be executed by or on behalf of the
Corporation and delivered to the Trustee for
authentication and, upon compliance by the
Corporation with the requirements, if any, set forth
in such Supplemental Indenture and with the
requirements of Section 206 or, in the case of
Refunding Bonds, Section 207, the Trustee shall
thereupon authenticate and deliver such Bonds to
or upon the order of the Corporation.

{(B) The Corporation may designate
Classes of Bonds and may also include Credit
Enhancement facilities and Interest Rate Exchange
Agreements in such Classes. Unless otherwise
designated, any Bond shall be presumed to be of
the highest Class, and such highest Class shall be
referred to as "Class 1." Lower Classes shall be
designated by successive roman numerals. Except
as otherwise provided in a Supplemental Indenture
relating to any Series or Class of Bonds, the
Trustee and the Corporation are obligated to apply
the Trust Estate to the payment of amounts due
with respect to any Class before applying the Trust
Estate to the payment of amounts due with respect
to any iower Class.

Section 206 - Conditions Precedent to
Delivery of a Series of Bonds. Ali {but not less than
all) the Bonds of a Series (other than Refunding
Bonds) shall be executed by the Corporation for
issuance and delivered to the Trustee and
thereupon shall be authenticated by the Trustee
and delivered to the Carporation or upon its order,
but only upon satisfaction of Section 708 hereof
and the receipt by the Trustee of:

(1 A Counsel's Opinicnto the
effect that (i) the Corporation has the right
and power to execute and deliver this
Indenture under the Act as amended to the
date of such Opinion; (i} this Indenture has
been duly and lawfully executed and
delivered by the Corporation, is in full force
and effect and is valid and binding upeon
the Corporation and enforceable in
accordance with its terms (subject, as to
enforcement of remedies, to applicable
bankruptcy, reorganization, insolvency,
moratorium, or other laws affecting
creditors' rights generally from time {o time




in effect); (i} this Indenture creates the
valid pledge and assignment which it
purports to create of the Trust Estate,
subject to the application thereof to the
purposes and on the conditions permitted
by this Indenture; (iv} the Bonds of such
Series are valid and binding special, limited
obligations of the Corporation, enforceable
in accordance with their terms and the
terms of this indenture; and (v) the Bonds
of such Series have been duly and validly
authorized and issued in accordance with
the constitution and statutes of the State,
including the Act as amended o the date
of such Opinion, and in accordance with
this Indenture;

(2) A written order as to the
delivery of such Bonds, signed by an
Authorized Officer;

(3) Either an original of the
Supplemental Indenture authorizing such
Series or a copy thereof certified by an
Authorized Officer, which Supplemental
Indenture shall specify:

{a) The authorized
principal amount and Series
designation of such Bonds; if stich
Bonds are of a Class lower than
Class |, the Supplemental
Indenture must include such
designation as well;

(D) The purposes for
which such Series is being issued,
which shall be one or more of the
following: (i} the making of
deposits into any Fund or Account,
(i) the refunding of any Bonds, or
{iii} paying Costs of Issuance;

{c} The date, and the
maturity date or dates, of the
Bonds of such Series or the
method of determining the same;

(d) (i) The interest
rate or rates (if any) or maximum
interest rate of the Bonds of such
Series, or the manner of
determining such rate or rates
{which may be determinable at
one or more specified times set
forth in the Supplemental

Indenture, which may accrete or
compound with such frequencies
or in such manner as shall be
specified in such Supplemental
indenture and which shall be as
otherwise specified in the
Supplemental indenture), and the
Interest Payment Dates and
Record Dates therefor and (i) a
manner of calculating accreted
value or compounded principal
value during all or any part of the
term of the Serfes of Bonds being
authorized, if interest is not
payable currently and the
Corporation determines that it is
necessary or appropriate;

{e) The Paying Agent
or Paying Agents and the place or
places of payment of the principal
and Redemption Price, if any, of,
and interest on, the Bonds of such
Series or the manner of appointing
and designating the same;

) The Redemption
Price or Prices, if any, and, subject
to the provisions of Article VI, the
redemption terms for the Bonds of
such Series;

(g} The amount and
due date of each Sinking Fund
Installment, if any, for Bonds of
like maturity of such Series;

{n The forms of the
Bonds of such Series and of the
Trustee’s certificate of
authentication;

(i) If, at the time of
issuance of the Bonds of such
Series, anInterest Rate Exchange
Agreement will apply to such
Bonds or such Bonds are to be
secured by Credit Enhancement,
the form of Credit Enhancement or
Interest Rate Exchange
Agreement to be obtained, the
identity of the Credit Enhancement
Agency or of the counterparty to
the Interest Rate Exchange
Agreement, and the substantial
form of the significant documents
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relating to the Credit
Enhancement or Interest Rate
Exchange Agreement;

)] If Bonds of such
Series are to contain any tender or
put options or the like, whether
such Bonds are to be remarketed
and, if s0, the identity of any
remarketing agent and the
substantial form of any
remarketing agreement relating to
such Bonds,

(k) Whether interest
on the Bonds of such Series is
intended to be excludible from
gross income for federal income
tax purposes pursuant to Seclion
103{(a) of the Code or any
successor statute thereto;

)] Any other
provisions deemed advisable by
the Corporation as shall not
conflict with the provisions hereof;
and

(m) Such additional
matters as may be necessary or
appropriate to cause interest on
the Bonds of the Series to be
issued pursuant to such
Supplemental Indenture to be
exempt from federal income
taxation pursuant to Section
103(a) of the Code if it is intended
that interest on the Bonds be so
exempt and to prevent the
issuance of such Series from
adversely affecting the federal
income tax treatment of any
Qutstanding Bonds and the
interest thereon intended to be so
exempt;

{4) The amount of the
praceeds of such Series to be deposited in
any Fund or Account held by the Trustee
pursuant to Section 401;

{5) A Certificate that no Event
of Default or a payment default relating to
any Bonds exists or remains uncured or
will result from such additionat issuance,
unless such additional issuance will cure

such Event of Default or such payment
defauit,

{6) Such further documents
and moneys as are required by the
provisions of Article VIII or any
Supplemental Indenture adopted pursuant
to Article VIII.

Section 207 - Conditions FPrecedent to
Delivery of a Series of Refunding Bonds. (A) All
Refunding Bonds of a Series shall be executed by
the Corporation for issuance and delivered to the
Trustee and thereupon shall be authenticated by
the Trustee and delivered to the Corporation or
upon its order, but only if the applicable financiai
tests and other requirements of Sections 208 and
708 hereof are satisfied and only upon the receipt
by the Trustee of:

(1) The documents and
moneys, if any, referred to in paragraphs
(1), {2}, (3) and (4) of Section 2086;

{2) Either (i) moneys (which
may include all or a portion of the proceeds
of the Refunding Bonds to be issued) in an
amount sufficient to effect payment at the
applicable Redemption Price of the Bonds
or other obligations to be refunded,
together with accrued interest on such
Bonds or other obligations to the
redemption date, or (ii} direct obligations of
{including obligations issued or held in
book-entry form on the books of) the
Department of the Treasury of the United
States of America which are not subject to
redemption prior to the dates on which
amounts will be needed to make payments
on the Bonds or other obligations to be
refunded and the principal of and interest
on which when due, iogether with the
moneys {which may include all or a portion
of the proceeds of the Refunding Bonds to
be issued), if any, contemporaneously
deposited with the Trustee, will be
sufficient to pay when due the applicable
Redemption Price of the Bonds or other
obligations to be refunded, together with
accrued interest on such Bonds or other
obligations to the redemption date, which
moneys or investment Securities shali be
held by the Trustee or any one or more of
the Paying Agents or an escrow agent or
trustee for other obligations in a separate
account irrevocably In trust for and
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assigned to the respective holders of the
Bonds or other obligations to be refunded;
and

(3) Such further documents
and moneys as are required by the
provisions of Article VI or any
Supplemental Indenture adopted pursuant
to Article Vill.

(B) Neither Investment Securities nor
moneys deposited with the Trustee or an escrow
agent or trustee for other obligations pursuant to
paragraph (A) {2) of this Section nor principal or
interest payments on any such Invesiment
Securities shall be withdrawn or used for any
purpose other than, and shall be held in trust for,
the payment of the applicable Redemption Price of
the Bonds or other obligations to be refunded,
together with accrued interest on such Bonds or
other obligations to the redemption date, and any
cash received from such principal or interest
payments, if not then needed for such purpose,
shall, to the extent practicable, be reinvested in
such Investment Securities as are described in
clause (if) of said paragraph maturing at times and
in amounts sufficient to pay when due the
applicable Redemption Price of such Bonds or
other obligaticns, together with such accrued
interest.

Section 208 - Requirements for the
Issuance of Additional Bonds. Additional Bonds
may not be issued unless, in addition to the
requirements of Section 206 or Seclion 207,
whichever is applicable, the following requirements
are satisfied:

(i if any Bonds are
Quistanding prior to the issuance of the Additional
Bonds and will remain Qutstanding after the
issuance of the Additional Bonds, the Trustee
receives a Rating Confirmation faking into
consideration the issuance of such Additional
Bonds,

i) no Event of Default under
this Indenture, or payment default with respect to
any Bonds, as to which the Trustee has knowledge
shall exist and remain uncured (unless the issuance
of the Additicnal Bonds and the application of the
proceeds thereof will cure the Event of Default or
payment default),

(iii) the Capital Reserve Fund,
immediately after the issuance of such Additional
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Bonds, will be funded to at least the Capital
Reserve Reguirement, and

{iv) any additional
requirements imposed by a Supplemental Indenture
are satisfied.

Section 209 - Parity Obligations;
Subordinate Obligations. {A) The Corporation may
issue Parity Obligations under instruments other
than this Indenture for any lawful purpose of the
Corporation, provided that the requirements of this
Indenture for the issuance of Additional Bonds
would be met if the term "Parity Obligation” were
substituted for the term "Additional Bonds"
appearing therein and in the defined terms therein
(other than any requirement with respect to funding
the Capital Reserve Fund) and as if the Parity
Obligations were being issued hersunder, and
subject to any additional limitations that may be set
forth in a Supplemental Indenture authorizing a
Series of Bonds. Parity Obligations shall equally
and ratably rank with all Bonds, Credit
Enhancement facilities, and Interest Rate
Exchange Agreements of the same Class as the
Parity Obligations except as to the Capital Reserve
Fund, in which they shall have no rights
whatsoever. Parity Obligations shall be subject to
the following additional conditions:

(1) The Trustee shall act as
trustee under any Parity Obligation
Instrument.

(2) The Parity Obligations
must be secured by a lien on any
property financed with the
proceeds of the Parity Obligations.

{3} If any Parity Obligations
are to be secured by any lien,
mortgage or securily interest on
property that is not part of the
Trust Estate, the Corporation shall
grant a lien, mortgage or security
interest on such property {other
than any capital reserve fund
comparable to the Capital Reserve
Fund) to the Trustee as security
for the Bonds on a parity with the
lien, mortgage or security interest
which will secure such Parity
Obligations; the Bonds shall share
in such security interest by Class.




(4) Any default under or with
respect to any Parity Obligation
Instrument shall be a defaultunder
this Indenture only if and fo the
extent that a similar event with
respect to a Bond of the same
Class as such Parity Obligation
would be an Event of Default, and
there shall be included in any
Parity Obligation Instrument a
provision that any Event of Default
under this Indenture shall
automatically be a default under
such Parity Obligation Instrument.

%) According to the terms of
any Parity Obligation or Parity
Obligation Instrument, the Trustee
shall have substantially the same
duties, obligations, rights and
remedies in  connection with
events of default and security for
or with respect to the Parity
Obligations as it has in connection
with Events of Defauit and the
Trust Estate hereunder.

(6) Any Parity Obligation
Instrument shall include such
other provisions, reasonably
safisfactory to the Trustee, as
shall be necessary to permit the
Trustee to perform any duties and
obligations and exercise its rights
and remedies under this Indenture
and any Parity Obligation
Instrument.

If there occurs an Event of Default under
this Indenture, including an Event of Default based
upon an event of default with respect to a Parity
Obligaticn, and the Trustee applies the Trust Estate
to the payment of the Bonds, all collateral held as
security by the Trustee for the payment of the
Bonds {other than the Capital Reserve Fund}, and
all collateral held as security for the Parity
Obligations (other than any capital reserve fund
comparable to the Capital Reserve Fund) shall be
applied equally and ratably to the payment of the
Bonds and Parity Obligations of the same Class.

(B) The Corporation may issue
Subordinate Cbligations from time to time under
instruments other than this Indenture subject to the
conditions set forth below in this Section 209(B)
and subject to any additional conditions that may be
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set forth in a Supplemental Indenture authorizing a
Series of Bonds. Subordinate Obligations may be
secured by such assets as may be described in the
instrument authorizing the issuance of the
Subordinate Obligations, but Subordinate
Obligations shall have no security in or pledge or
lien on or rights of any kind whatsoever with respect
to the Trust Estate that is greater than the security,
pledge, lien, or rights of the Bonds of the lowest
Class Qutstanding.

ARTICLE 1l
GENERAIL TERMS AND PROVISIONS OF
BONDS

Section 301 - Title and Date of Bonds.
Subject to the provisions of Section 303, each Bond
shall be entitled "Education Loan Revenue Bond"
and shall bear such additional letter or number
Series designation as shall be determined in the
Supplemental Indenture authorizing the Bonds of
the Series of which such Bond is one. The Bonds
of each Series shall be dated as of and bear
interest from the date specified in the Supplemental
Indenture that authorized such Series, which date
may be contemporaneous with or prior to or after
the date of issuance of such Bonds.

Section 302 - Principal Installment and
interest Payment Dates. The date upon which
each Principal Instaliment with respect to any Bond
is payable and the dates upon which interest on
such Bond shall be payable shalt be specified inthe
Supplemental Indenture authorizing the Series of
which such Bond is a part.

Section 303 - Legends. The Bonds of each
Series shall contain or have endorsed thereon a
statement to the effect that the State shall not be
liable thereon and that such Bond shall not be a
debt of the State and may contain or have
endorsed thereon such provisions, specifications
and descriptive words not inconsistent with the
provisions of this Indenture as may be necessary or
desirable to comply with custom or otherwise as
may be determined by the Corporation prior to
delivery thereof.

Section 304 - Place and Medium of
Payment. The interest on, and the principal (and
premium, if any) of each Bond of any Series shall
be payable at the principal or corporate trust office
of each Paying Agent appointed or provided for the
Bonds of such Series or at such other location and




subject to any terms and conditions as may be
specifiedin the Supplemental Indenture authorizing
the Series of which such Bond is a part. Payment
of interest on and principal {and premium, if any) of
each Bond of any Series shall be made in any coin
or currency of the United States of America which
at the time of payment is legal tender for the
payment of public and private debts.

Section 305 - Form and Denominations:
Payment of Interest. The Bonds of each Series
may be issued in the form of fully registered Bonds
without coupons or, if the Corporation and the
Trustee enter into a Supplemental Indenture to
provide necessary terms under Section 801(5), in
the form of bearer Bonds with coupons. Intereston
Bonds shall be payable to the registered owner
thereof as of the applicable Record Date as shown
on the registry books of the Corporation kept for
such purpose by the Trustee,

Section 306 - Negotiability, Transfer and
Registry. (A} Each Bond shall be transferable only

upon the books of the Corporation, which shall be
kept for the purpose by the Trustee or any co-
registrars specified in a Supplemental Indenture, by
the registered owner thereof in person or by his
attorney duly authorized in writing, upon surrender
thereof together with a written instrument of transfer
satisfactory to the Trustee duly executed by the
registered owner or his duly authorized attorney.
Upon the transfer of any such Bond, the
Corporation shall issue in the name of the
transferee a new Bond or Bonds of the same
aggregate principal amount, Series, Class, maturity,
and interest rate as the surrendered Bond.

(B} The Corporation and each
Fiduciary may deem and treat the person in whose
name any Bond shall be registered upon the books
of the Corporation as the absolute owner of such
Bond, whether such Bond shall be overdue or not,
for the purpose of receiving payment of, or on
account of, the principal and Redemption Price, if
any, of and interest on such Bond and for all other
purposes, and all such payments so made lo any
such registered owner or upon his order shall be
valid and effectual to satisfy and discharge the
liability upon such Bond to the extent of the sum or
sums so paid, and neither the Corporation nor any
Fiduciary shall be affected by any notice to the
contrary. The Corporation agrees to indemnify and
save each Fiduciary harmless from and againstany
and all loss, cost, charge, expense judgment or
liability incurred by it, acling in good faith and
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without negligence under this Indenture, in so
treating any such registered owner.

Section 307 - Requlations With Respect to
Exchanges and Transfers. In all cases in which the
privilege of exchanging Bonds or transferring Bonds
is exercised, the Corporation shall execute and the
Trustee shall authenticate and deliver Bonds in
accordance with the provisions of this Indenture.
All Bonds surrendered in any such exchanges or
transfers shall forthwith be cancelled by the
Trustee. For every such exchange or transfer of
Bonds, whether temporary or definitive, the
Corporation or the Trustee may, as a condition
precedent to the privilege of making such exchange
or transfer, make a charge sufficient to reimburse it
for any tax, fee or other governmental charge
required to be paid with respect to such exchange
or transfer. Neither the Corporation northe Trustee
shall be required {i) to transfer or exchange Bonds
of any Series during the 15 days (or such other
period of time as may be  specified in the
Supplemental Indenture authorizing such Series)
next preceding an Interest Payment Date on the
Bonds of such Series or next preceding any
selection of Bonds of such Series to be redeemed
or (iij to transfer or exchange any Bonds previously
called for redemption.

Section 308 - Bonds Mutitated, Destroyed,
Stolen or Lost. In case any Bond shall become
mutilated or be destroyed, stolen or lost, the
Corporation shall execute, and thereupon the
Trustee shall authenticate and deliver a new Bond
of like Series, Class, maturity and principal amount
as the Bond so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated
Bond, upon surrender and cancellation of such
mutilated Bond or in lieu of and substitution for the
Bond destroyed, stolen or lost, upon fifing with the
Trustee evidence satisfactory to the Corporation
and the Trustee that such Bond has been
destroyed, stolen or lost and proof of ownership
thereof, and upon furnishing the Corperation and
the Trustee with indemnity satisfactory to them and
complying with such other reasonable regulations
as the Corporation and the Trustee may prescribe
and paying such expenses as the Corporation and
Trustee may incur. All Bonds so surrendered to the
Trustee shall be cancelled by it. Any such new
Bonds issued pursuant to this Section in
substitution for Bonds alleged to be destroyed,
stolen or lost shall constitute original additional
confractual obligations on the part of the
Corporation, regardless of whether the Bonds so
alleged {o be desiroyed, stolen or lost be at any




time enforceable by anyone, and shall be equally
secured by and entitled to equal and proportionate
benefits with all other Bonds issued under this
Indenture, in any moneys or securities held by the
Corporation or the Fiduciaries for the benefit of the
Bondholders.

Section 309 - Preparation of Definitive
Bonds, Temporary Bonds. (A) Until the definitive
Bonds of any Series are prepared, the Corporation
may execute, in the same manner as is provided in
Section 311, and, upon the request of the
Corporation, the Trustee shall authenticate and
deliver, in lieu of definitive Bonds, but subject to the
same provisions, limitations and conditions as the
definitive Bonds except as to the denominations
thereof and as to interchangeability thereof, one or
more temporary Bonds substantially of the tenor of
the definitive Bonds in lieu of which such temporary
Bond or Bonds are issued, in such denominations
as may be authorized by the Corporation, and with
such omissions, insertions and variations as may
be appropriate to temporary Bonds. The
Corporation at its own expense shall prepare and
execute and, upon the surrender therefor of such
temporary Bonds, the Trustee shall authenticate
and, without charge to the holder thereof, deliver in
exchange therefore, definitive Bonds of the same
aggregate principal amount, Series, Class, and
maturity as the temporary Bonds surrendered. Until
so exchanged the temporary Bonds shall in all
respects be entitled to the same benefits and
security as definitive Bonds authenticated and
issued pursuant to this Indenture.

(B) if the Corporation shall authorize
the issuance of temporary Bonds in more than one
denomination, the holder of any temporary Bond or
Bonds may, at his option, surrender the same to the
Trustee in exchange for another temporary Bond or
Bonds of like aggregate principal amount, Series,
Class, and maturity of any other authorized
denomination or denominations, and thereupon the
Corporation shall execute and the Trustee shall
authenticate and, in exchange for the temporary
Bonds or Bonds so surrendered and upon payment
of the taxes, fees and charges provided for in
Section 307, shall deliver a temporary Bond or
Bonds of like aggregate principal amount, Series,
Class, and maturity in such other authorized
denomination or denominations as shall be
requested by such holder.

(C) All temporary Bonds surrendered
in exchange either for another temporary Bond or
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Bonds or for a definitive Bond or Bonds shall be
forthwith cancelled by the Trustee.

Section 310 - Cancellation and Destruction
of Bonds. All Bends paid or redeemed, either at or
before maturily, shall be delivered to the Trustee
when such payment or redemption is made, and
such Bonds, together with all Bonds purchased by
the Trustee, shall thereupon be promptly cancelled.
Bonds so cancelled may, at any time, be cremated
or otherwise destroyed by the Trustee, who shall
execute a Certificate of cremation or destruction in
duplicate by the signature of one of its authorized
officers describing the Bonds so cremated or
otherwise destroyed, and one executed Certificate
shall be filed with the Corporation and the other
executed Certificate shall be refained by the
Trustee.

Section 311 - Execution  and
Authentication. (A} After their authorization by a
Supplemental Indenture, Bonds of a Series may be
executed by or on behalf of the Corporation and
delivered to the Trustee for authentication. The
Bonds shall be executed in the name and on behalf
of the Corporation by the manual or facsimile
signature of the Chairman or Executive Officer of
the Corporation, and the corporate seal of the
Corporation {or a facsimile thereof) shall be
thereunto affixed, imprinted, engraved or otherwise
reproduced thereon, and attested by the manual or
facsimile signature of any other Authorized Officer,
or in such other manner as may be required by law.
In case any one or moare of the officers or
employees who shall have signed or sealed any of
the Bonds shall cease to be such officer or
employee before the Bonds so signed and sealed
shall have been actually delivered, such Bonds
may, nevertheless, be delivered as herein provided,
and may be issued as if the persons who signed or
sealed such Bends had not ceased to hold such
offices or be so employed. Any Bond of a Series
may be signed and sealed on behalf of the
Corporation by such persons as at the actual time
of the execution of such Bond shall be duly
authorized or hold the proper office in or
employment by the Corporation, although at the
date of the Bonds of such Series such persons may
not have been so authorized or have held such
office or employment.

(B) The Bonds of each Series shall
bear thereon a certificate of authentication, in the
form set forth in the Supplemental Indenture
authorizing such Bond, executed manually by the
Trustee or by an agent of the Trustee approved by




the Corporation. No Bond shall be entitled to any
right or benefit under this Indenture or shall be valid
or obligatory shall for any purpose until such
certificate of authentication shall have been duly
executed by the Trustee. Such cerlificate of the
Trustee upon any Bond executed on behalf of the
Corporation shall be conclusive evidence that the
Bond so authenticated has been duly executed,
authenticated and delivered under this Indenture
and that the holder thereof is entitled to the benefits
hereof,

ARTICLE IV
APPLICATION OF BOND PROCEEDS,
PLEDGED RECEIPTS, AND OTHER AMOUNTS

Section 401 - Application of Bond
Proceeds, Accrued Interest and Premium. (A) The
proceeds of sale of the Bonds of each Series shali,
except to the extent that such Bonds shall be
Refunding Bonds, as soon as practicable upon the
delivery of such Bonds by the Trustee pursuant to
Section 206, be applied as follows:

&) The amount, if any,
necessary to cause the amount on deposit
in the Capital Reserve Fund to equal the
Capital Reserve Requirement immediately
after such delivery shall be deposited in the
Capital Reserve Fund;

(2) The amount, if any, to be
deposited therein pursuant to the
Supplemental Indenture authorizing the
issuance of such Series shall be deposited
in the Interest Account;

(3) The balance remaining
after all other deposits required by this
Section have been made shall be
deposited in the Series Account within the
Education Loan Fund established for such
Series.

(B) The proceeds of sale of the Bonds
of a Series of Refunding Bonds or the proceeds of
the Refunding Bonds of any Series which includes
Refunding Bonds, shall be deposited in the
Redemption Account or shall be applied as
otherwise provided in the Supplemental Indenture
authorizing the issuance of such Series of Bonds;
provided, however, that if the amount in the Capital
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Reserve Fund is, or will be at the time of issuance
of such Refunding Bonds, less than the Capital
Reserve Requirement then the Corporation must
deposit in the Capital Reserve Fund the amount
necessary to cure such deficiency or, if the
Corporation fails to make such deposit on the date
of issuance of such Refunding Bonds, such amount
must be so deposited from proceeds of such
Refunding Bonds.

Section 402 - Application of Pledqged
Receipts and Other Amounts. (A) Pledged
Receipts shall, promptly upon their receipt, be
deposited with a Depositary {who shall hold the
same in a custodial account as agent for the
Trustee subject to the provisions of Section 511)
and transmitted to the Trustee at least monthly;
such Pledged Receipts, together with all Pledged
Receipts collected by the Trustee, shall be credited
to the Revenue Fund. Upon receipt by the Trustee
or any Depositary of any Pledged Receipts, such
Pledged Receipts shall be deemed to be credited to
the Revenue Fund.

(B) The Corporation may make a deposit of
money or any other assets to any Fund or Account,
and the Trustee shall accept such deposit for such
Fund or Account. When such deposit is made,
such money or other assets shall be held for the
purpose or purposes of such Fund or Account and
otherwise subject to all of the terms and conditions
of this Indenture.

ARTICLE V
FUNDS AND ACCOUNTS

Section 501 - Establishment of Funds and
Accounts. (A) The Corporation hereby establishes
and creates the Master Education Loan Revenue
Bond Account as a special account within the
Education Loan Trust Fund to be held by the
Trustee in frust hereunder. Within the Master
Education Loan Revenue Bond Account, the
Corporation also hereby establishes and creates
the following special trust funds and within such
funds the following accounts {all to be held by the
Trustee in trust hereunder) to the extent fixed
hereunder:

{1) Education Loan Fund;
{(a) Series Accounts;
{b) Unallocated Accounts;

(2) Revenue Fund;
{a) Interest Account;



{b) Principal Account;
{c) Redemption Account;

{3) Capital Reserve Fund.

B) Any amounts held by a Depositary
as agent for the Trustee and all amounts held under
the Custodian/Depositary/Servicing Agreement
shall be deemed to be held by the Trusiee in the
appropriate Fund or Account hereunder. All
moneys or securities deposited with the Trustee or
any Depositary pursuant to this Indenture shall be
held in trust and applied only in accordance with the
provisions hereof and shall be considered trust
funds for the purposes of this Indenture.

Section 502 - Education Loan Fund. (A)
The Corporation shall create or identify in the
Supplemental Indenture authorizing a Series of
Bonds a Series Education Loan Account within the
Education Loan Fund applicable to such Series of
Bonds. Each such Series Account shall be
identified by inserting in the designation therefor the
year, letter, or other designation of the Bonds of
such Series. In addition, the Corporation may
direct the Trustee to create additional Unallocated
Accounts within the Education Loan Fund for the
purpose of holding Pledged Loans that are not
allocated to a Series of Bonds or for any other
purpose designated by the Corporation. The
Corporation may deposit Education Loans and
other assets in an Unallocated Account at any time.
Amounts specified in Section 401 hereof shall be
deposited in each Series Account.

(B8) Except as permitted by subsection
{F) of this Section, amounts in any Series Account
shall be expended only (i) to pay the cost of
acquiring or financing Education Loans (ii} to pay
reasonable and necessary Costs of Issuance of any
Bonds, subject to any limitation on such use that
may be established in any Supplemental indenture,
{iii) to pay the principal or Redemption Price, if any,
of and interest on the Bonds when due by transfer
fo the appropriate account of the Revenue Fund, as
applicable, (iv) to pay any costs associated with any
of the foregoing, or {v) for such other purposes as
the Corporation may direct in writing, including, but
not limited to, the payment of Program Expenses.
Education Loans or Investment Securities acquired
with amounts in a Series Account shall be credited
to that Series Account. Amounts deposited in an
Unallocated Account may be used for such
purposes as the Corporation may direct in writing,
including, but not limited to, the payment of
Program Expenses.
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{C) The Trustee shall pay out and
permit the withdrawal of amounts on deposit in any
Series Account at any time for the purpose of
making payments and depaosits pursuant to (B) of
this Section, but only upon receipt of a Certificate of
an Authorized Officer setting forth (i) the amount to
be paid, (i) the person or persons to whom such
payment is to be made (which may be or include
the Corporation or, pursuant to the
Custodian/Depositary/Servicing Agreement
attached hereto as Exhibit B, the State), and {jii) in
reasonable detail the terms of the Education Loans,
if any, to be financed by such withdrawal and the
purpose or purposes of such withdrawal and stating
that such withdrawal from the Series Account is a
proper charge thereon.

(D) At any time that Bonds of a Series
shall be subject to mandatory redemption or
payment and amounts in the Redemption Account
in the case of a redemption, or in the Interest
Account and Principal Account in the case of a
payment, are insufficient for such purposes, unless
otherwise directed by the Corporation, the Trustee
shall transfer the amounts necessary for such
purposes first from Surplus Revenues, then from
the Series Account for such Bonds, then from any
other Series Account to the Redemption Accountor
to the Interest Account and Principal Account, for
redemption or payment of such Bonds as the case
may be, or apply such amounts directly to the
redemption, purchase or retirement of such Bonds
in accordance with their terms and the provisions of
Article VI. [f, after making any transfer required
pursuant to the preceding sentence there remains
aninsufficiency, the Trustee shall apply amountsin
the Capital Reserve Fund in accordance with and
subject to the terms of Section 506 hereof to satisfy
suchinsufficiency. Except as otherwise provided in
a Supplemental Indenture authorizing the issuance
of a Series or Class of Bonds, any redemption or
payment under this Section shall be made in
descending order of priority by Class, beginning
with Class | Bonds, if any.

(E)

{F) Upon the payment or redemption
of all of the Outstanding Bonds of any Series, the
balance, if any, remaining in the Series Account
established for such Series shall be transferred to
the Revenue Fund, and any Loans allocated to
such Series Account shall be reallocated to the
Unallocated Account unless otherwise provided by
a Supplemental Indenture.

RESERVED



(G) At any time the Corporation may
direct the Trustee to withdraw Pledged Loans or
other property from any Series Account or any
Unallocated Account, and the Trustee shall so
withdraw such Pledged Loans or other property and
deliver such Pledged Loans or other property to the
Corporation free and clear of the lien and pledge of
this Indenture; provided that

(i} the Trustee receives a Rating
Confirmation taking into
consideration such withdrawal of
Pledged Loan or other property;

(i} the Trustee receives from the
Corporation a Certificate that no
Event of Default and no payment
default with respect to any Bonds
exists or remains uncured, and no
Event of Default or payment
default with respect to any Bonds
as to which the Trustee has
knowledge shall exist and remain
uncured {unless the withdrawal
shall cure the Event of Default or
payment default);

{iii) the Capital Reserve Fund will
be funded to at least the Capital
Reserve Requirement after giving
effect to the withdrawal,

(iv) any additional requirements
imposed by a Supplemental
Indenture are satisfied; and

(v) the Corporation shall certify to
the Trustee that all conditions
precedent to the withdrawal of
Pledged Loans and other property
pursuant to this Section 502(G)
and pursuant to any other
applicable provisions of this
Indenture or any Supplemental
Indenture shall have been
satisfied.

The Corporation may expend any amounts paid to
it or transfer or use any Pledged Loans or other
property transferred to it for any lawful purpose
including, without limitation, the acquisition of
additional Education Loans for transfer to any Fund.

{H) The Corporation may at any time
sell, assign, transfer or otherwise dispose of a
Pledged Loan at a price (i) at least equal fo the
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principal amount thereof (plus accrued interest) (a)
when the amounts on deposit in the Funds created
in Section 501{A) are at least equal the principal
amount of the Outstanding Bonds or (b) to pay
current debt service on the Bonds; or (i} lower than
the principal amount thereof {plus accrued interest)
if the Corporation delivers to the Trustee a Rating
Confirmation taking into consideration such sale,
assignment, transfer, or other disposition of such
Pledged lLoan at such lower price. The Corpoeration
shall sell Pledged Loans if necessary to prevent the
occurrence of an Event of Default. The Corporation
shall also sell Pledged Loans if necessary to
prevent a default in the payment of the principal of
or interest on any of the Bonds when due, unless
such sale would cause an Event of Default to
occur.

Section 503 - Revenue Fund. (A) Pledged
Receipts, together with all other funds received
hereunder and not otherwise directed hereunder,
shall be credited to the Revenue Fund as required
by Section 402 hereof.

(B} Amounts in the Revenue Fund
shall be applied only for the purpose of making the
payments or transfers provided in {C) of this
Section.

{C) The Trustee shall make payments
from the Revenue Fund at any time in the order and
amounts prescribed below:

First: To the Corporation, the
amount certified in  writing by the
Corporation as necessary to make any
rebate payments or Yield Reduction
Paymenis required io comply with its
covenant contained in Section 714.

Second: To the Corporation, as
directed in writing, for the payment of
Program Expenses, or the establishment of
reserves therefor, the amount needed and
required to pay a portion of the reascnabie
and necessary Program Expenses and, in
addition, any amount needed to pay fees
and expenses with respect to any Credit
Enhancement, any Interest Rate Exchange
Agreement, or any Auction Agent ar broker
dealer; provided that the amount so paid to
the Corporation or set aside in reserve
during any Fiscal Year for the payment of
Program Expenses may not exceed 1.25%
of the average principal amount of Pledged
Loans outstanding during the preceding



Fiscal Year or such greater or lesser
amount as may be set forth in a
Supplemental Indenture, provided that the
Corporation must provide the Trustee with
a Rating Caonfirmation that reflects any
greater amount before establishing any
such greater amount in a Supplemental
Indenture.

Third: To the Interest Account, the
amount necessary to increase the amount
in such Account so that it at least equals
unpaid interest on the Outstanding Bonds
of the highest Class coming due within the
next Business Day (or to honor any
reimbursement or payment obligation
under any Credit Enhancement or interest
Rate Exchange Agreement corresponding
to the payment of such interest), unless
otherwise specified with respect to any
Series of Bonds in the Supplemental
Indenture authorizing the Series of Bonds.

Fourth: To the Principal Account,
the amount necessary to increase the
amount in such Account so that it at least
equals the amount of unpaid Principal
Instaliments which will become due on the
QOutstanding Bonds of the highest Class
within the next Business Day (or to honor
any reimbursement or payment obligation
under any Credit Enhancement or Interest
Rate Exchange Agreement corresponding
to the payment of such principal), unless
otherwise specified with respect to any
Series of Bonds in the Supplemental
Indenture authorizing such Series of
Bonds.

Fifth: To the Interest Account first
and the Principal Account second the
amounts necessary to make the payments
described in Paragraphs Third and Fourth
of this Section 503(C) By Class in
Descending Order of Priority with respect
to any Outstanding Bonds other than the
Class | Bonds; provided, however, that in
each case described in this paragraph Fifth
if any such principal orinterest amount has
been paid through a Credit Enhancement
facility or Interest Rate Exchange
Agreement, then to that extent any
Pledged Receipts which would otherwise
have been applied to such payments shall,
instead, be applied to honor any
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reimbursement or payment obligation
under any such instrument corresponding
to any such payment.

Sixth: To the Capital Reserve
Fund, the amount, if any, necessary to
cause the amountin such fund to equal the
Capital Reserve Requirement.

Seventh: To the Education Loan
Fund in such amount or amounts as
directed in writing by the Corporation for
deposit in any Series Account or
Unallocated Account as the Corporation
may indicate for the purposes of such
Accounts,

Eighth: Any remaining amounts
shall be held in the Revenue Fund and
applied as provided in the foregoing
paragraphs or applied to payments
described in Section 502(D), Section
506(A), or Section 508.

Section 504 - Interest Account and
Principal Account. (A} The Trustee shall pay out of
the Interest Account to the respective Paying
Agents for the Bonds (i} on or before each Interest
Payment Date, the amounts required for the
payment of interest due on the Outstanding Bonds
on such date and (i) on or before the redemption
date or date of purchase, the amounts required for
the payment of accrued interest on the Bonds
redeemed or purchased for retirement, unless the
payment of such accrued interest shall be
otherwise provided for. In each such case, such
amounts shall be applied by such Paying Agents to
such payments; provided, however, that each
payment shall be made in descending order of
priority by Class, beginning with Class | Bonds, if
any, unless otherwise provided in the Supplemental
Indenture authorizing the issuance of a Series or
Class of Bonds; and provided, further, that, unless
otherwise provided in the Supplemental Indenture
authorizing the issuance of a Series or Class of
Bonds, interest payments with respect to any lower
Class of Bonds shall be made only if and to the
extent that principal amounts due with respect to
any higher Class of Bonds have been set aside in
accordance with the requirements of paragraph
Fourth of Section 303(C).

{B)} From the amount accumulated in the
Principal Account for each Principal Installment with
respect to Bonds the Trustee shall pay to the
respective Paying Agents on or before each



Principal Instaliment Date the amount, if any,
required for the payment of principal due on such
date, and such amounts shall be applied by the
Paying Agents to such payments; provided,
however, thal, unless otherwise provided in the
Supplemental Indenture authorizing the issuance of
a Series or Class of Bonds, each payment shall be
made in descending order of priority by Class,
beginning with Class | Bonds, if any.

(C) The amount accumulated in the
Principal Account for each Sinking Fund Payment
may and, if so directed in writing by the
Corporation, shall be deposited in the Redemption
Account {together with amounts accumulated in the
Interest Account with respect to interest on such
Bonds for which such Sinking Fund Payment was
established) and applied by the Trustee prior to the
forty-fifth day preceding the due date of such
Sinking Fund Payment as follows:

(1) to the purchase pursuant to
Section 505(B) of Bonds of the Series and
maturity for which such Sinking Fund
Payment was established; or

(2) to the redemption of such
Bonds pursuant to Section 602 or Section
603, if then redeemable by their terms, at
the Redemption Price which would be
payable for such Bonds upon redemption
by application of such Sinking Fund
Payment plus unpaid interest accrued to
the date of redemption,

(D) Notwithstanding the foregoing
provisions of this Section 504, ifinterest or principal
with respect to any Bond is paid from Credit
Enhancement and such payment is required o be
reimbursed, then amounts held in the Interest
Account and in the Principal Account shall be used
to make such reimbursement in fieu of making such
interest or principal payments in accordance with
the terms of the instrument creating the Credit
Enhancement.

Section 505 - Redemption Account. (A)
There shall be deposited in the Redemption
Account any amounts which are required {o be
deposited therein pursuant to this Indenture or any
Supplemental Indenture and any other amounts
available therefor and determined by the
Corporation to be deposited therein. Subject o the
provisions of this Indenture or of any Supplemental
Indenture requiring the application thereof to the
purchase or redemption of any particular Bonds,
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the Trustee shall apply any amounts deposited in
the Redemption Account to the purchase or
redemption of any of the Bonds (or {o the
reimbursement of any Credit Enhancement provider
for amounts advanced by Credit Enhancement fo
pay for such purchase or redemption) at the times
and in the manner provided in this Section and in
Section 602 or Section 603, as applicable.

(B) At any time prior to the forty-fifth
day prior to the day upon which Bonds are to be
redeemed from such amounts, the Trustee shall,
upon the written direction of the Corporation, apply
amounts in the Redemption Account to the
purchase of any of the Bonds which may be
redeemed by application of amounts on deposit in
the Redemption Account, except that the
Corporation may, by delivery of written instructions
to such effect signed by an Authorized Officer,
require or prohibit such purchases in the discretion
of the Corporation. The Trustee shall purchase
Bonds at such times, for such prices, in such
amounts and in such manner as the Corporation
shall from time to time direct in writing. The
purchase price paid (excluding accrued interest but
including any brokerage and other charges) for any
Bond purchased shall not exceed the principal
amount of such Bond unless such Bond may be
redeemed in accordance with this Indenture on any
date within thirteen months after such purchase in
which event such purchase price shall not exceed
the highest Redemption Price payable on any such
date upon the redemption of such Bond. In the
event the Trustee is able to purchase a principal
amount of Bonds equivalent to the sum of the
deposits in the Redemption Account for the
redemption of such Bonds at a purchase price less
than the sum of such deposits, excluding the
applicable transfers from the Interest Account, upon
the payment by the Trustee of the purchase price of
such Bonds, the Trustee shall transfer the balance
of such moneys remaining in the Redemption
Account to, and deposit the same in, the Revenue
Fund.

<) The Corporation may, from time to

. time by written instructions, direct the Trustee to

make purchases under subsection (B) above. No
purchase of Bonds shall be made by the Trustee
from amounts in the Redemption Account within the
periad of forty-five days next preceding any date on
which such Bonds are subject to redemption,

(2} Upon the purchase or redemption
of Bonds of any Series and maturity for which
Sinking Fund Payments have been established



from amounts in the Redemption Account, there
shall be credited toward all future Sinking Fund
Payments thereafter to become due and any
payment upon final maturity with respect to such
Bonds, on a pro rata basis among all such Sinking
Fund Payments and payment upon final maturity,
an amount equal to the total principal amount of
such Bonds so purchased or redeemed. If,
however, there shall be filed with the Trustee
written instructions of an Authorized Ofiicer
specifying a different method for crediting Sinking
Fund Payments upon any such purchase or
redemption of Bonds, then such Sinking Fund
Payments shall be credited as shall be provided in
such instructions, but only if the Corporation shali
have filed with the Trustee a Rating Confirmation
reflecting such crediting method.

(E) As soon as practicable after the
forty-fifth day preceding the due date of any such
Sinking Fund Payment, the Trustee shall proceed
to call for redemption pursuant to Section 603, on
such due date, Bonds of the Series and maturity for
which such Sinking Fund Payment was established
in such amount as shall be necessary to complete
the retirement of Bonds of such Series and maturity
in the principal amount equal to the amount of the
unsatisfied balance of such Sinking Fund Payment.
The Trustee shall so calt such Bonds for
redemption without regard to whether it then has
moneys in the Redemption Account sufficient to
pay the applicable Redemption Price thereof to the
redemption date. The Trustee shall pay out of the
Redemption Account to the appropriate Paying
Agents on the day preceding each such redemption
date, the amount required for the redemption of the
Bonds so called for redemption, and such amount
shall be applied by such Paying Agents to such
redemption.

{F) The Trustee shall pay out of the
Redemption Account to the Paying Agents for such
Bonds on or before the redemption date thereof,
the amounts required for the payment on such date
by such Paying Agents, respectively, of the
Redemption Price of any Bonds to be redeemed
and the Paying Agents shall apply such amounts to
the redemption of such Bonds on and after such
date. If at any date there shall be moneys in the
Redemption Account and there shall be
Outstanding none of the Bonds of the Series for the
redemption of which such moneys were deposited
in the Redemption Account, such moneys shall be
withdrawn therefrom and deposited in the Revente
Fund.
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(G) Except for amounts which are
required to be retained therein for the redemption of
Bonds for which notice of redemption shall have
been given as provided in Article Vi or for which the
Trustee has received irevocable instructions to
give such a notice on a future date, amounts in the
Redemption Account may, upon the written request
of the Corporation, signed by an Authorized Officer,
be transferred to the Revenue Fund

Section 506 - Insufficient Revenues;
Capital Reserve Fund. (A) If, one Business Day
before any Interest Payment Date, the amount in
the Principal Account or the Interest Account
{taking intoc account amounts scheduled to be
received from Investment Securities at any fime
before such Interest Payment Date) shall be less
than the amount required for the payment of ali
Principal Installments and interest on Qutstanding
Bonds of a Class due on such Interest Payment
Date, the Trustee shall apply alt Surplus Revenues
and then amounts in the related Series Accounts
and then from any other Series Accounts to satisfy
such insufficiency and, if an insufficiency remains
thereafter, shall immediately notify the Corporation
of such event and shall apply amounts from the
Capital Reserve Fund to the extent necessary to
make good the deficiency. Amounts so applied
shall be applied By Class in Descending Order of
Priority by Class. If on any Redemption Date (or
any date for the purchase of Bonds under Section
505(B)), the amount in the Redemption Account
and the Interest Account shall be less than the
amount required for the payment of the Redemption
Price {or purchase price) and interest accrued on
such Bonds to be redeemed (or purchased) on
such date the Trustee shall apply all Surplus
Revenues and then amounts in the related Series
Accounts and then from any other Series Accounts
to satisfy such insufficiency and, if an insufficiency
remains thereaiter, shall immediately notify the
Corporation of such event and shall apply amounts
from the Capital Reserve Fund to the extent
necessary to make good the deficiency. Amounts
so applied shall be applied By Class in Descending
Order of Priority. if, on any date specified in this
Section 508{A} for the application of amounts in the
Capital Reserve Fund, there are insufficient
amounts for such application, or if, at any time, the
amount in the Capital Reserve Fund is less than the
Capital Reserve Requirement, the Trustee shall
immediately notify the Corporation of such event
and, upon the written direction of the Corporation,
shall immediately transfer to the Capital Reserve
Fund from assets of the Corporation made
available for such purpose by the Carporation or




from any other Fund or Account {provided that the
Trustee shall make any such transfer from a Series
Account only after transferring any available assets
of the Corporation and any amounts in all other
Funds and Accounts, excluding any Credit
Enhancement Fund, and then on a pro rata basis
among the amounts available in all the Series
Accounts unless a different allocation is required for
Federal tax reasons as set forth in a Letter of
Instructions, or to pay principal or interest on any
Bonds)amounts necessary to increase the amount
in the Capital Reserve Fund to the amount needed
for the intended application or to the Capital
Reserve Requirement, as the case may be. In
determining whether the amount in the Capital
Reserve Fund is at least equal to the Capital
Reserve Requirement, the Trustee shall include the
amount of cash and the principal amount of
investment Securities held in the Capital Reserve
Fund, together with the amouni of interest earned
or accrued thereon as of the date of valuation, and
shall also include, but only if any other requirement
therefor specified in a Supplemental Indenture has
been satisfied, the principal component of any
Credit Enhancement then on deposit in the Capital
Reserve Fund.

(B) Allincome eamed or gains realized
as a result of the investment of amounts on deposit
in the Capital Reserve Fund shall be deposited
therein and constitute a part thereof. Except as
provided in subsection (C} of this Section, if,
concurrently with any allocation from the Revenue
Fund pursuant to subsection (C) of Section 503, the
amount on deposit in the Capital Reserve Fund
shall be in excess of the Capital Reserve
Requirement, the Trustee shall transfer the amount
of such excess to the Revenue Fund.

(C) Whenever the Corporation shall
deliver instructions to the Trustee to redeem Bonds
of a particular Series or the redemption of Bonds of
a particular Series is required by a Supplemental
Indenture (other than by application of Sinking Fund
Payments)and such redemption is to be made from
amounts then on deposit in any Fund or Account
other than the Capital Reserve Fund, the Trustee
shall calculate the amount by which the amount on
depositin the Capital Reserve Fund will exceed the
Capital Reserve Requirementimmediately following
the redemption of the Bonds specified in such
instructions (and fo be redeemed from such
amounts} and such excess amount shall on the
redemption date specified in such instructions, be
transferred into the Revenue Fund. In making the
aforesaid calculation, the Trustee shall also take
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into account, as nearly as practicable, the additional
amount by which the amount on deposit in the
Capital Reserve Fund will exceed the Capital
Reserve Requirement as a result of the redemption
of Bonds from the amounts to be so withdrawn.
The Trustee shall give notice of the redemption of
such Bonds and shall select the particular Bonds to
be so redeemed in such manner as the Corporation
shall specify in written instructions {subject to the
terms of this Indenture and any Supplemental
Indenture) or, failing such instructions, as the
Trustee shall, in its sofe discretion, deem advisable.

{D) Whenever the amount in the
Capital Reserve Fund, together with the amountin
the Interest Account and Principal Account, is
sufficient to fully pay the principal of and interest on
all Quistanding Bonds of a Series in accordance
with their terms (including the Sinking Fund
Payments for the retirement thereof), and
immediately thereafter the amount on depositin the
Capital Reserve Fund shall at least equal the
Capital Reserve Requirement, such amount shall,
at the writlen direction of the Corporation, be
transferred from the Capital Reserve Fund to the
Revenue Fund. Prior to any such transfer,
investments held in the Capital Reserve Fund in an
amount necessary to make said transfer shall be
liguidated.

(E) The Trustee shall sell or redeem
investment Securities to the extent necessary to
provide money to make any required payment
pursuant to this Section and, at the written direction
of the Corporation, shall sell or redeem Investment
Securities to make any deposit, purchase, payment
orredemption as permitted pursuantto this Section.

Section 507 - . RESERVED

Section 508 - Excess Coverage. At any
time, but no more frequently than once every
meonth, the Corporation may deliver to the Trustee
a Certificate, evidencing the fact that there is then
Excess Coverage on deposit hereunder and
specifying the amount thereof and stating that no
Event of Default or payment default exists
hereunder. Promptly upon the Trustee's receipt of
that Certificate with a Rating Confirmation reflecting
the release of any Excess Coverage, the Trustee
shall release such Excess Coverage to the
Corporation from the Education Loan Fund (other
than proceeds of Bonds) or from the Revenue
Fund, as set forth in such Certificate, for any of its
corporate purposes, including, without limitation,
the deposit of said amounts in any Fund or Account




or the acquisition of additional Education Loans for
transfer to any Fund. The Trustee may
conclusively rely upon such Certificate without
further duty to examine or investigate the accuracy
thereof.

Section 508 - Obtaining Credit
Enhancements and interest Rate Exchange
Agreements. Except as otherwise provided in a
Supplemental Indenture authorizing the issuance of
a Series or Class of Bonds, the Corporation may
obtain Credit Enhancement or an Interest Rate
Exchange Agreement with respect to such Bonds
either at the time of issuance of the Bonds or any
time thereafter, provided that, in any case, the
Corporation shall have filed with the Trustee a
Rating Confirmation reflecting such Credit
Enhancement or Interest Rate Exchange
Agreement. The Class ranking of such Credit
Enhancement or Interest Rate Exchange
Agreement shall be determined as provided in
Section 510(D).

Section 510 - Creation of Additional Funds,
Accounts and Subaccounts: Separate Credit
Enhancement Funds:; Pledge of Trust Estate with
Respect to Credit Enhancements and Interest Rate
Exchange Agreements. (A) The Trustee shall
establish within any Fund such Accounts in addition
to the Accounts herein established as the
Corporation shall by Supplemental Indenture
determine and shall in like manner establish within
any Account such additional subaccounts for the
purposes of such Account as the Corporation shall
so determine.

(B) The Corporation may at any time
by execution of a Supplemental Indenture establish
a Fund or Account in which to hold any Credit
Enhancement and the proceeds therecof or
drawings thereunder (a "Credit Enhancement
Fund") for the benefit of any Series of Bonds to
which such Credit Enhancementhas been pledged,
which pledge may be (but is not required to be)
exclusively for the benefit of such Series of Bonds
or certain designated Series of Bonds and not
equally and ratably among all the Series of Bonds
and Parity Obligations Qutstanding. Amounts held
in a Credit Enhancement Fund shall nat be
considered a part of the Trust Estate but, rather,
shall be subject to such lien and pledge as may be
created in the Supplemental Indenture creating
such Credit Enhancement.

(<) If the Corporation creates a Credit
Enhancement Fund, the Corporation may direct, in
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the Supplemental Indenture creating such Credit
Enhancement Fund, that the Trustee pay, and if so
directed in writing by the Corporation the Trustee
shall pay, principal {including premium, if any) of
and interest on the Bonds secured by such Credit
Enhancement Fund directly from amounts in such
Credit Enhancement Fund and that the Trustee
reimburse, and if so directed in writing by the
Corporation the Trustee shall so reimburse, such
Credit Enhancement Fund for such payment from
the Credit Enhancement Fund; provided, however,
that the Corporation may, in the Supplemental
Indenture authorizing the Series of Bonds to be
secured by Credit Enhancement, treat any, or any
part of any, obligation owed or which may in the
future be owed to the Credit Enhancement Agency
pursuant to the Credit Enhancement instrument as
Additional Bonds of the same Class as the Bonds
secured by such Credit Enhancement if the
Corporation, at the time of issuance of said Series
of Bonds and at the time of the creation of any such
obligation satisfies the reguirements of Section 208,
in which case the Trustee shall pay the principal of
and interest on any such obligations in accordance
with the terms of this Indenture treating such
obligations as Additional Bonds. In a Supplement
Indenture authorizing Additional Bonds secured by
a Credit Enhancement Fund the Corporation may
fix provisions relating to such Fund different from
the provisions of Section 511. In addition to the
foregoing, the Corporation may agree to permit a
Credit Enhancement Agency to be subrogated to
the rights of any Bondholders whose Bonds are
secured by the Credit Enhancement provided that
such Credit Enhancement Agency is not in default
under such Credit Enhancement and provided that
such Credit Enhancement, if it has been assigned
a Class as provided above, is in a Class at least as
high as the Class of the Bonds it secures.

(D) Ifthe Corporation enters into an Interest
Rate Exchange Agreement or abtains Credit
Enhancement with respect to any Series or Class
of Bonds, the Corporation may grant a security
interest in the Trust Estate to secure performance
of the Corporation's obligations under such Credit
or Interest Rate Exchange
Agreement. The Corporation may identify the
Class ranking of the Credit Enhancement or
Interest Rate Exchange Agreement in the
Supplemental Indenture authorizing the Bonds
secured by such Credit Enhancement or Interest
Rate Exchange Agreement or in the agreement
crealing the Credit Enhancement or Interest Rate
Exchange Agreement. The Class ranking of the
Credit Enhancement or Interest Rate Exchange



Agreement may be equal to or greater or lesser
than the Class ranking of any Bonds issued under
this Indenture, including the Bonds secured by the
Credit Enhancement or Interest Rate Exchange
Agreement.

Section 511 - Beposits and Investments.
{A) Alt amounts in any Fund or Account held under
this Indenture (including amounts described in the
Custodian/Depositary/Servicing Agreement and any
other amounts held in any fund or account created
by or on behalf of any such fiduciary or Depositary
for the receipt of amounts held under this
indenture) by any Fiduciary or Depositary shall be
held in trust for the benefit of the Trustee if not held
by the Trustee and shall be continuously and fully
secured for the benefit of the Corporation and the
holders of the Bonds either (i} by lodging
Investment Securities as collateral with the Trustee
as custodian, having a market value (exclusive of
accrued interest) not less than the amount of such
moneys or (i} in such other manner as may then be
required by applicable federal or state laws and
regulations and applicable state laws and
regulations of the state in which such Fiduciary or
Depositary (as the case may be) is located,
regarding security for, or granting a preference in
the case of, the deposit of trust funds; except that
it shall not be necessary for a Fiduciary or
Depaositary to give security under this subsection for
the deposit of any moneys with them held in trust
and set aside by them for the payment of the
principal or Redemption Price of or interest on any
Bonds, or for any Fiduciary or Depositary to give
security for any moneys which shall be represented
by obligations or certificates of deposit purchased
as an investment of such moneys. Al amountis
deposited with the Trustee and each Depositary
{including amounts received by the State of Alaska
under the Custodian/Depositary/Servicing
Agreement) shall immediately be credited to the
particular Fund or Account to which such amounts
belong. Until such time as such amounts are
expended for the purposes authorized by this
Indenture or any Supplemental Indenture or are
transferred to another Fund or Account as provided
in this Indenture or any Supplemental Indenture,
the Trustee or Depositary shall invest such
amounts as provided in (B) of this Section. Neither
the Trustee nor any Depositary shall be responsible
for any losses resulting from the investment of
moneys in the funds and accounts created
hereunder, so long as such investments are made
in accordance with this Indenture and the written
direction of the Corporation or, in the case of the
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State acting under the Custodian Agreement, in
accordance with the Custodian Agreement.

{B) Upon the deposit of any amounts
in any Fund or Account, the Corporation may
furnish the Trustee with a schedule of dates on
which it is estimated by the Carporation that such
moneys in said Fund or Account will be required to
be expended. The Corporation may from time to
time amend the schedule so furmished. Upon
receipt of such schedule cr amended schedule, the
Corporation shall direct the Trustee or Depositary,
in writing, to invest and reinvest in Investment
Securities the moneys in said Fund or Account so
that the maturity date or date of redemption at the
option of the holder of such obligations shall
coincide as nearly as practicable with the times at
which moneys are needed by the Corporation to be
so expended, except that (i} with respect to the
Capital Reserve Fund such Investment Securities
shall include only such investments as are
permitted pursuant to any Supplemental Indenture
authorizing a Series of Bonds as to which any
Bonds remain Outstanding at the time of such
investment; (ii) the average malturities of
investments purchased with amounts in the Capital
Reserve Fund may be limited pursuant to the
provisions of a Supplemental Indenture; and {ii)
investments purchased with amounts in the
Principal Account must mature or be redeemabile at
the option of the holder no later than the day before
the Interest Payment Date on which amounts used
to purchase such investments are needed to pay
principal of the Bonds, and investments purchased
with amounts in the Interest Account must mature
or be redeemable at the option of the holder no
later than the day before the Inferest Payment Date
on which amounts used fo purchase such
investments are needed to pay interest on the
Bonds. The cbligations purchased shall be held by
the Trustee and shall be deemed at all times to be
part of such Fund or Account, and the Trustee shall
keep the Corporation advised as to the details of all
such investments.

() Except as otherwise provided in
this Indenture, obligations purchased as an
investment of moneys in any Fund or Account held
by the Trustee under the provisions of this
Indenture shall be deemed at all fimes to be a part
of such Fund or Account, but the income or interest
earned and gains realized in excess of losses
suffered by a Fund or Account, other than the
Capital Reserve Fund, due to the investment
thereof shall be deposited upon receipt as Pledged
Receipts into the Revenue Fund.



(D) The Trustee shall advise the
Corporation in writing, on or before the tenth day of
each calendar month, of the detaills of all
investments held for the credit of each Fund and
Account in its custody under the provisions of this
Indenture as of the end of the preceding month.

Section 512 - Use of Funds in Event of
Default. If an Event of Default described in Section
1002(1) or (2) oceurs and is continuing, the Trustee
may use moneys from any Fund or Account created
hereunder to make payments required hereunder.

ARTICLE VI
REDEMPTION OF BONDS

Section 601 - Privileqe of Redemption and
Redemption Price. Bonds subject {o redemption
prior to maturity pursuant to a Supplemental
Indenture shall be redeemable, upon notice as
provided in this Article, at such times, at such
Redemption Prices and upon such terms as may be
specified in such Bonds, in this Indenture and inthe
Supplemental Indenture authorizing such Series.
Nothing in this indenture or in any Supplemental
Indenture shall require the redemption of Bonds in
amounts less than Authorized Denominations. if
amounts are available for the redemption of Bonds
but such amounts are less than an Authorized
Denomination of the Bonds to be redeemed, the
Trustee shall so notify the Corporation and, at the
written direction of the Corporation, shall deposit
such Fund or Account as such written direction
shall indicate.

Section 602 - Redemption_at the Election
or Direction of the Corporation. In the case of any

redemption of Bonds other than as provided in
Section 603, the Corporation shall give written
notice at the time specified in the Supplemental
Indenture relating to said Bonds to the Trustee of its
election or direction so to redeem, of the
redemption date, of the Series, of the principal
amounts of the Bonds of each maturity of such
Series to be redeemed (which redemption date,
Series, maturities and principal amounts thereof to
be redeemed shall be determined by the
Corporation in its sole discretion, subject to any
limitations with respect thereto contained in this
Indenture and any Supplemental Indenture) and of
any moneys to be applied to the payment of the
Redemption Price. Upon the giving of such notice,
the Corporation, if it holds the amounts to be
applied to the payment of the Redemption Price,
shall pay to the Trustee for deposit in the
Redemption Account an amount in cash which, in
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addition to other moneys, if any, available therefor
held herein, will be sufficient to redeem on the
redemption date at the Redemption Price thereof,
all of the Bonds to be redeemed.

Section 603 - Redemption Otherwise Than
at Corporation's Election or Direction. Whenever
by the terms of this Indenture the Trustee is
reguired to redeem Bonds otherwise than at the
election or direction of the Corporation, and subject
to and in accordance with the ferms of this Aricle,
the Supplemental Indenture authorizing the Series
of Bonds of which the Bonds to be redeemed are
part, and, to the extent applicable, Article V, the
Trustee shall select the redemption date of the
Bonds to be redeemed and give notice of the
redemption in the manner prescribed by Section
605.

Section 604 - Selection of Bonds to be
Redeemed by Lot. In the event of redemption of
tess than all the Outstanding Bonds of like Series,
Class, and maturity, the Trustee shall select the
Bonds to be redeemed, from all Bonds or portions
thereof not previously called for redemption, by lot
in any manner which the Trustee in its sole
discretion shall deem fair and appropriate.

Section 605 - Notice of Redemption. When
the Trustee shall receive notice from the
Corporation of its election or direction to redeem
Bonds pursuant to Section 602, and when
redemption of Bonds is required by this Indenture
pursuant to Section 603, unless otherwise required
for a Series of Bonds by the Supplemental
Indenture authorizing the same, the Trustee shall
give notice in the name of the Corporation,
regardless of whether the Trustee has sufficient
money available to pay the applicable Redemption
Price with accrued interest on the Bonds to be
redeemed, of the redemption of such Bonds, which
notice shall specify the Series, Class, and
maturities of the Bonds to be redeemed, the
redemption date and the place or places where
amounts due upon such redemption will be payable
and, if less than all of the Bonds of any like Series,
Class, and maturity are to be redeemed, the letters
and numbers or other distinguishing marks of such
Bonds so to be redeemed and, in the case of
Bonds to he redeemed in part only, such notice
shall also specify the respective portions of the
principal amount thereof to be redeemed. Such
notice shall further state that on such date there
shall become due and payable upon each Bond to
be redeemed the Redemption Price thereof, or the
Redemption Price of the specified portions of the




principal thereof in the case of Bonds to be
redeemed in part only, fogether with interest
accrued to the redemption date, and that from and
after such redemption date interest thereon shall
cease to accrue and be payable; provided,
however, that if the Trustee does not have available
maney in an amount sufficient to pay such amounts
on such date, then such notice of redemption shall
be nult and of no effect. The Trustee shall mail a
copy of such notice, postage prepaid, at the time
specified in the Supplemental Indenture that
authorized the issuance of such Bonds, to the
registered owners of any Bonds or portions of
Bonds which are to be redeemed, at their last
addresses, if any, appearing upon the registry
books, but such mailing shall not be a condition
precedent to such redempticn and failure so to mail
any such notice shall not affect the validity of the
proceedings for the redemption of Bonds.

Section_606 - Payment of Redeemed
Bends. Netice having been given in the manner
provided in Section 605, the Bonds or portions
thereof so called for redemption shall become due
and payable on the redemption date so designated
at the Redemption Price, plus interest accrued and
unpaid to the redemption date, and, upon
presentation and surrender thereof at the office
specified in such notice, such Bonds, or portions
thereof, shalt be paid at the Redemption Price plus
interest accrued and unpaid to the redemption date.
If there shall be drawn for redemption less than all
of a Bond, the Corporation shall execule and the
Trustee shall authenticate and the Paying Agent
deliver, upon the surrender of such Bond, without
charge to the owner thereof, for the unredeemed
balance of the principal amount of the registered
Bond so surrendered at the option of the owner
thereof, Bonds of like Series and maturity in any of
the authorized denominations. If, on the
redemption date, moneys for the redemption of all
the Bonds or portions thereof of any like Series and
maturity to be redeemed, together with interest to
the redemption date, shall be held by any Paying
Agent so as to be available therefor on said date
and if notice of redemption shall have been mailed
as aforesaid, then, from and after the redemption
date interest on the Bonds or portions thereof of
such Series and maturities so called for redemption
shall cease to accrue and become payable. |f said
moneys shall not be so available on the redemption
date, such Bonds or portions thereof shall continue
{o bear interest until paid at the same rate as they
would have borne had they not been called for
redemption.
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ARTICLE VII
PARTICULAR COVENANTS

The Corporation covenants and agrees
with the Trustee and the holders of the Bonds as
follows:

Section 701 - Payment of Bonds. The
Corporation shall duly and punctually pay or cause
to be paid the principal or Redemption Price, if any,
of every Bond and the interest thereon, at the dates
and places and in the manner stated in the Bonds
according to the true intent and meaning thereof
and shall duly and punciually pay or cause to be
paid all Sinking Fund Payments, if any, becoming
payable with respect to any Series of Bonds.

Section 702 - Extension of Pavment of
Bonds. The Corporation shall not directly or
indirectly extend or assent to the extension of the
maturity of any of the Bonds or the time of payment
of any claims forinterest by the purchase or funding
of such Bonds or claims for interest or by any other
arrangement and in case the maturity of any of the
Bonds or the time for payment of any such claims
for interest shall be extended, such Bonds orclaims
for interest shall not be entitled, in case of any
default hereunder, to the benefit of this Indenture or
to any payment out of the Funds or Accounts
established pursuant o this Indenture, including the
investments, if any, thereof, or out of any assets or
revenues pledged hereunder (except moneys held
in trust for the payment of particular Bonds or
claims for interest pursuant to this Indenture) prior
to benefits accorded to or the payment of the
principat of all Bonds Qutstanding the maturity of
which has not been extended and of such portion of
the accrued interest on the Bonds as shall not be
represented by such extended claims for interest.
Nothing herein shall be deemed to limit the right of
the Corporation to issue Refunding Bonds and such
issuance shall not be deemed to constitute an
extension of maturity of Bonds.

Section 703 - Office for Servicing_ Bonds.
The Corporation shall at all times maintain an coffice
or agency where Bonds may be presented for
transfer or exchange, and where notices,
presentations and demands upon the Corporation
in respect of the Bonds or of this indenture may be
served. The Corporation hereby appoints the
Trustee as its agent to maintain such office or
agency for the transfer or exchange of Bonds and
for the service of such notices, presentations and
demands upon the Corporation and may appeint
one or more co-registrars for such purposes. The




Corporation hereby appoints the Trustee as Paying
Agent and hereby appoints the Paying Agent as its
agent to maintain such offices or agencies for the
payment of Bonds.

Section 704 - Further Assurance. At any
and all times the Corporation shall, so far as it may
be authorized by law, pass, make, do, execute,
acknowledge and deliver, all and every such further
resolutions, acis, deeds, conveyances,
assignments, transfers and assurances as may be
necessary for the better assuring, conveying,
granting, pledging, assigning and confirming all and
singular the rights, assets, revenues and other
moneys, securities, funds and property hereby
pledged or assigned, orintended so0 {o be, or which
the Corporation may become bound to pledge or
assign.

Section 705 - Power to Issue Bonds and
Pledge Revenues Funds and Other Property. The
Carporation is duly authorized under all applicable
laws to authorize and issue the Bonds and to
execute and deliver this Indenture and to pledge
the Trust Estate purported to be pledged hereby in
the manner and to the extent herein provided. The
Trust Estate so pledged is and will be free and clear
of any pledge, lien, charge or encumbrance thereon
or with respect thereto prior to, of equal rank with,
or subordinate to, the pledge created hereby, other
than any pledge or lien granted as security for
Parity Obligations in conformity with the terms and
provisions of this Indenture, and all corporate or
other action on the part of the Corporation to that
end has been and will be duly and validly taken.
The Bonds and the provisions of this Indenture are
and will be the valid and legally enforceable
obligations of the Corporation in accordance with
their terms and the terms of this Indenture. The
Corporation shall at all times, to the extent
permitted by law, defend, preserve and protect the
pledge of the Pledged Loans, Pledged Loan Notes,
Pledged Receipts, and other assets and revenues
constituting the Trust Estate, including rights therein
pledged under this Indenture and all the rights of
the Bondholders under this Indenture against all
claims and demands of all persons whomsoever.

Section 706 - Accounts and Reports. (A)
The Corporation shall keep, or cause {o be kept,

proper books of record and account in which
complete and accurate entries shall be made of all
its transactions relating to the Education Loan
Program and all Funds and Accounts established
by this Indenture which shalf at all reasonable times
be subject io the inspection of the Trustee and the
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holders of an aggregate of not less than twenty-five
per centum (25%) in principal amount of Bonds
then Quistanding or their representatives duly
authorized in writing. The Corporation shall cause
records fto be maintained designating each
Education Loan in accordance with the designation
of the Bonds of the Series from the proceeds of
which it was financed or deemed to be financed in
accordance with this Indenture.

(B) The Corporation shall annually,
within 120 days after the close of each fiscal year of
the Corporation, file with the Trustee, and with such
officials of the State, if any, as may be required by
the Act, financial statements of the Corporation for
such fiscal year setting forth in reasonable detail:
(a) a statement of revenues, expenses, and
changes in net assets in accordance with the
categories or classifications established by the
Corporation for its Education Loan Program
purposes; (b) a balance sheet or statement of net
assets for the Education Loan Program showing its
assets and liabilities at the end of such fiscal year;
and (c) a statement of cash flows for the Education
Loan Program for such fiscal year. The financial
statements for the Education Loan Program may be
combined with financial statements for other
programs and purpeses of the Corporation so long
as the said financial statements for the Education
Loan Program are separately identified. The
financial statements shall be accompanied by an
Accountant's Certificate stating to the general effect
that the financial statements examined present
fairly the financial position of the Corporation at the
end of the fiscal year, the results of its operations
and the changes in financial position for the period
examined, in conformity with generalfly accepted
accounting principles,

(C) A copy of each Accountant's
Certificate shall be mailed promplly thereafter by
the Corporation to each Bondholder who shall have
filed his name and address with the Corporation for
such purpose.

Section 707 - Education Loan Program.
{A) The Corporation shall from time to time, with all
practical dispatch and in a sound and economical
manner consistent in all respects with the Act and
its regulations and other applicable provisions of
{law from time to time in effect, the provisions of this
Indenture and sound banking practices and
principles, (i) use and apply the proceeds of the
Bonds, to the extent the same are not directed to
be used otherwise pursuant to a Supplemental
Indenture, to finance Education |.oans pursuant to




the Act and this Indenture, {ii} do all such acts and
things as shall be necessary to receive and collect
Pledged Receipts (including diligent enforcement of
the prompt collection of any delinquencies)
sufficient to pay the Program Expenses and the
principal or Redemption Price, if any, of and interest
on the Bonds and apply such amounis in a manner
consistent with such purpose, and (iii} diligently
enforce, and take all steps, actions and
proceedings reasonably necessary in the judgment
of the Corporation to enforce, all terms, covenants
and conditions of Pledged Loans, including, without
limitation, any action or proceeding necessitated by
any State legislation purporting to waive or relax
any of the terms and provisions thereof.
Notwithstanding the foregoing, the Corporation
may, upen filing a Rating Confirmation with the
Trustee reflecting a proposed modification of the
terms of Pledged Loans or Pledged Loan Notes,
modify the terms of any Pledged Loan or Pledged
Loan Note or any group of Pledged Loans or
Pledged Loan Notes or {ake any other action it
chooses which may have the effect of modifying the
terms of any such Pledged Loans or Pledged Loan
Notes.

(B) No amount in the Education Loan
Fund shall be expended or applied for the purpose
of financing a Guaranteed Loan, unless (except to
the extent that a variance from such requirements
is required by an agency or instrumentality of the
United States of America insuring or guaranteeing
the payment of such Guaranteed Loan} the
Corporation has determined that:

(0 the payment of the
principal of and interest on such
Guaranteed Loanis to the maximum extent
then permitted by law either (1) insured by
the Secretary as evidenced by a cerfificate
of insurance issued under the provisions of
the Higher Education Act, or (2}
guaranteed by a Guarantor and the
Secretary is required, at the time of
financing, to reimburse such Guarantor in
accordance with the Higher Education Act
fo the extent permitted by federal law for
amounts expended by such Guarantor in
discharge of its insurance obligation on
such Guaranteed Loan;

{ii) the interest rate on such
Guaranteed Loan at the time of acquisition
is the maximum rate of interest then
permitted under the Higher Education Act,
as evidenced by its related promissory
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note (unless the Corporation accepts a
lower interest rate after the Corporation
delivers a Rating Confirmation reflecting
such lower interest rate to the Trustee prior
to instituting the authorization for such
lesser charges under the Education Loan
Programy); and

(iii) if not originated by the
Corporation, or the Trustee on behalf of the
Corporation, (g) the Guaranteed Loan is
subject to being repurchased by the seller
if such Guaranteed Loan does not comply
with the standards of the Corporation
under its education loan purchase
agreement and {b) the seller or other
transferor of such Guaranteed Loan
represents that the loan subject to such
transfer is free of any encumbrances or
liens.

If the payment of all Bonds is secured by
one or more Credit Enhancements, all of the Credit
Enhancement Agencies may waive the
requirements of {iii} above.

The Corporation may exchange with any
purchaser one or more Education Loans for one or
more Guaranteed Loans (of approximately the
same aggregate principal amount and accrued
interest) of a borrower who is the obligor on other
Guaranteed Loans. The Corporation may at any
time and from time o time exchange Education
l.oans for other Guaranteed Loans having an
aggregate principal amount and interest rate not
fess than the aggregate principal amount and
interest rate of the Guaranteed Loans being
exchanged, for the purpose of consolidating
Guaranteed Loans of a single borrower within one
indenture.

(C) The Caorporation covenants that the
Commission is an eligible lender under the Higher
Education Act. The Corporation, or its designated
agent, shall be responsible for each of the following
actions with respect to the Higher Education Act:

{i) The Corperation, or its
designated agent, shall be responsible for
dealing with the Secretary with respect to
the rights, benefits and obligations under
the cerificates of insurance and the
contract of insurance with respect to such
Guaranteed Loans, and the Caorporation
shall be responsible for dealing with the
Guarantor with respect to the rights,



benefits and obligations under any guarantee

agreement with respect to the Guaranteed
Loans;

(i) The Corporation, or its
designated agent, shall cause {o be
diligenfly enforced, and shall cause to be
taken, all reasonable steps, actions and
proceedings necessary or appropriate for
the enforcement of all terms, covenants
and conditions of all Guaranteed Loans
and agreements in connection therewith,
including the prompt payment of all
principal and interest payments and all
other amounts due thereunder;

{iii) The Corperation, or ils
designated agent, shall comply, and shall
cause all of its officers, director, employees
and agents to comply, with the provisions
of the Higher Educalion Act and any
regulations or rulings thereunder, with
respect to the Guaranteed Loans.

{iv) The Corporation, or its
designated agent, shall cause the benefils
of the guarantee agreements, the interest
subsidy payments and the special
allowance payments to flow to the Trustee.
The Trustee shall have no lability for
actions taken at the direction of the
Corporation, except for negligence or willful
misconduct in the performance of its
express duties hereunder. The Trustee
shall have no obligation to administer,
service or collect the loans in the Trust
Estate or to maintain or monitor the
administration, servicing or collection of
such lpans,

(D) The Corporation hereby covenants

that all Guaranteed Loans to be acquired hereunder
will meet the following:

(i} Each Guaranteed Loan is
evidenced by an executed promissory note

and is, to the best knowledge of the.

Corporation, a valid and binding obligation
of the borrower, enforceable by or on
behalf of the holder thereof in accordance
with its terms, subject to bankruptcy,
insolvency and other laws relating to or
affecting creditors’ rights.

(i) No borrower of any
Guaranteed Loan was noted in the file

relating to such Guaranteed Loan as being
currently involved in a bankruptcy
proceeding.

{iii) To the best knowledge of
the Corporation, the amount of the unpaid
principal balance of each Guaranteed Loan
is true and owing, and no counterclaim,
offset, defense or right to rescission exists
with respect to any Guaranteed lLoan
which can be asserted and maintained or
which, with notice, lapse of time, or the
occurrence or failure to occur of any act or
event, could be asserted and maintained
by the borrower against the Corporation as
assignee thereof. The Corporation shall
take all reasonable actions to assure that
no maker of a Guaranteed Loan has or
may acquire a defense to the payment
thereof.

{iv) The Corporation has full
right, title and interest in each Guaranteed
Loan free and clear of all liens, pledges or
encumbrances whatsoever.

(v) To the best knowledge of
the Corporation, each Guaranteed [oan
was made in compliance with all applicable
local, state and federal laws, rules and
regulations, including without limitation alf
applicable nondiscrimination, truth-in-
lending, consumer credit and usury laws.

Section 708 -_lssuance of Additional
Obligations. (A} The Corporation shal] not hereafter
create or permit the creation of or issue any
obligations or create any indebtedness which will
be secured by a lien on the Trust Estate except as
provided in Sections 206, 207, 208 and 209.

(B) The Corporation shall not issue
any Series of Bonds under this Indenture unless:

(1) the principal amount of the
Bonds then to be issued, tlogether with the
principal amount of the bonds, notes and
other obligations of the Corporation
theretofore issued (less any Bonds to be
refunded thereby and deemed not
Outstanding) will not in the opinion of Bond
Counsel exceed in aggregate principal
amount any limitation thereon imposed by
law; and
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(2) upon the issuance and delivery
of such Bonds, the amount credited to the
Capital Reserve Fund shall not be less
than the Capital Reserve Requirement.

Section 709 - The Capital Reserve Fund.
{A) The Corporation shall at all times maintain the
Capital Reserve Fund created and established by
Section 501 and do and perform or cause to be
done and performed each and every act and thing
with respect to the Capital Reserve Fund provided
to be done or performed by or on behalf of the
Corporation or the Trustee or the Paying Agents
under the terms and provisions of Article V hereof.

{B) In orderto better secure the Bonds
and to make them more marketable and to maintain
inthe Capital Reserve Fund an amount equaito the
Capital Reserve Requirement, the Corporation
shall, in compliance with the provisions of the Act,
cause the Chairman of the Board of Directors of the
Corporation annually, on or before January 15 of
each year, to certify in writing to the Governor of the
State and the Chairmen of the House and Senate
Finance Committees the amount, if any, required to
restore the Capital Reserve Fund to the Capital
Reserve Requirement. A copy of such Certificate
shall be promptly delivered to the Trustee. All
moneys received by the Corporation from the State
in accordance with the provisions of the Act
pursuant to any such certification shall be paid to
the Trustee for deposit and credit to the Capital
Reserve Fund. In addition, if 15 days prior to the
end of each calendar quarter during which the
Bonds are outstanding, the amount in the Capital
Reserve Fund is not equal to the Capital Reserve
Requirement or there is not sufficient money
otherwise available in all Funds and Accounts
established hereunder to pay Principal Instaliments
and interest coming due on the next Interest
Payment Date, the Chairman of the Board shall
certify in writing to the Governor the amount, if any,
required to restore the Capital Reserve Fund to the
Capital Reserve Requirement or to pay such
Principal Installment and interest coming due, as
the case may be.

{C) Notwithstanding any other
provision of this Indenture, the Trustee shall not
permit amounts to be withdrawn from the Capital
Reserve Fund other than pursuant to Section 506.

Section 710 - Compliance with Conditions
Precedent. Upon the date of issuance of any of the
Bonds, all conditions, acts and things required by
faw or by this Indenture to exist, to have happened
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or to have been performed precedent to or in the
issuance of such Bonds shall exist, have happened
and have been performed, or will have happened or
been performed, and such Bonds, together with all
other indebtedness of the Corporation shall be
within every debt and other limit prescribed by law.

Section 711 - General. The Corporation
shall do and perform or cause to be done and
performed all acts and things required to be done or
performed by or on behalf of the Corporation under
the provisions of the Act and this Indenture in
accordance with the terms of such provisions.

Section 712 - Waiver of Laws. The
Corporation shall not at any time insist upon or
plead in any manner whatsoever, or claim or take
the benefit or advantage of any stay or extension
law now or at any time hereafter in force which may
affect the covenants and agreements contained in
this Indenture or in the Bonds, and all benefit or
advantage of any such law is hereby expressly
waived by the Corporation.

Section 713 - Servicing of Education
Loans. The Corporation covenants that it will
provide or cause to be provided servicing for the
Pledged Loans. The Corporation hereby
represents and warrants that it has the experience
to administer and service the Education Loans in
accordance with the requirements of the Act and,
when applicable, the Higher Education Act and
covenants that it shall at all times take all action to
ensure that the Education Loans made with the
proceeds of the sale of the Bonds and the
administering and servicing of such Education
Loans complies with the requirements of the Act
and, with regards to Guaranteed Loans, the Higher
Education Act.

Section 714 - Tax Covenants. (A) The
Corporaticn shall not knowingly take or cause any
action to be taken which would cause interest on
any Bonds to become taxable for federal income
tax purpoeses. The Corporation shall at alf times do
and perform all acts and things necessary or
desirable, including, but not [fmited to, complying
with the rebate provisions of Section 148 of the
Code, as applicable, and complying with the
provisions of any letter of instructions from Bond
Counsel, in order to assure that interest paid on
Bonds shall, for purposes of federal income
taxation, be excludable from the gross income of
the recipients thereof and exempt from taxation.
The Corpoeration shall not permit at any time or
times any proceeds of any Bonds or any amounts




held hereunder to be used, directly or indirectly, in
a manner which would resultin the exclusion of any
Bond from the treatment afforded by subsection (a)
of Section 103 of the Code.

{B) This Section shall not apply to any
Bonds the interest on which is intended by the
Corporation not to be excluded from gross income
for federal income tax purposes under Section 103
of the Code; provided, that no such Bonds shall be
issued unless a Bond Counsel's opinion is filed with
the Trustee stating that the issuance of such Bonds
will not adversely affect the exclusion from gross
income for federal income tax purposes of the
interest on any previously issued Bond.

Section 715 - Continuing Disclosure:
Monitoring Report; Bankruptcy. (A} The
Corporation hereby covenants and agrees that it
will comply with and carry out all the provisions of
each Continuing Disclosure Agreement.
Notwithstanding any other provision of this
Indenture, failure of the Corporation to comply with
any Continuing Disclosure Agreement shall not be
considered an Event of Default, and any
Bondholder may take such actions only as may be
provided in such Continuing Disclosure Agreement.

{B) The Corporation hereby covenants and
agrees that it will file with Moody's, for as long as
any Bonds are Qutstanding as tc which Moody's is
a Rating Agency, an annual monitoring report
substantially in the form attached hereto as Exhibit
A; provided, however, that the Corporation and
Moody's may at any time agree to waive the
requirements of this subsection or to modify the
form and content of the monitoring report or the
time for filing the monitoring report, and no such
agreement is subject to notice, review, or approval
by any party, including, but not limited to, the
Trustee and the Bondholders. The Corporation
shall file the first monitoring report with Moody's
within 215 days after the close of the Corporation's
fiscal year ending June 30, 2003 and, thereafter,
shall file subsequent monitoring reports within 215
days after the end of each subsequent fiscal year.

{C} The Corporation hereby covenants and
agrees that it will notify the Rating Agencies of any
change in the Act which would permit it or require
it to declare bankruptcy under the Bankruptcy
Code.
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ARTICLE Vvill
SUPPLEMENTAL INDENTURES

Section_801 - Supplemental Indentures
Effective Upon filing With the Trustee. For any one

or more of the following purposes and at any time
or from time to time following written notice to the
Rating Agencies, a Supplemental Indenture may be
entered into by and between the Corporation and
the Trustee

(1) To close this Indenture
against, or provide limitations and
restrictions in addition to the limitations and
restrictions contained in this Indenture on,
the authentication and delivery of Bonds or
the issuance of other evidences of
indebtedness;

{2) To add to the covenants
and agreements of the Corporation in this
Indenture other covenants and agreements
to be observed by the Corporation which
are not contrary to or inconsistent with this
Indenture as theretofore in effect;

(3} To add fo the limitations
and restrictions in this Indenture other
limitations and restrictions to be observed
by the Corporation which are not contrary
to or inconsistent with this Indenture as
theretofore in effect;

4) To surrender any right,
power or privilege reserved to or conferred
upon the Corporaticn by the terms of this
Indenture, but only if the surrender of such
right, power or privilege is not contrary to
or inconsistent with the covenants and
agreements of the Corporation contained
in this Indenture;

{5) To autherize Bonds of a
Series and, in connection therewith, (A) to
specify and determine the matters and
things referred to in, or otherwise take the
actions described in, Sections 206, 302,
306(A), 307, 401(A)(2), 401(B}, 510, 511,
601, 602, 603, 605, and 1102 and also any
other matters and things relative to such
Bonds which are not contrary to or
inconsistent with this Indenture as
theretofore in effect, (B) to amend, modify
or rescind any such authorization,
specification or determination at any time
prior to the first authentication and delivery



of such Bonds or {(C) to add such
provisions to this Indenture and, if
necessary, amend the provisions of this
Indenture as may be necessary to permit
and provide for the issuance of such Bonds
as bearer Bonds;

(6) To confirm, as further
assurance, any pledge under, and the
subjection to any lien or pledge created or
to be created by, this Indenture, of the
Trust Estate;

(7) To modify any of the
provisions of this Indenture in any respect
whatsoever, provided that {i) such
modification shall be, and be expressed to
be, effective only after all Bonds of any
Series Qutstanding at the date of the
adoption of such Supplemental Indenture
shall cease to be Outstanding, and (ii) such
Supplemental I[ndenture shall be
specifically referred to in the text of all
Bonds of any Series authenticated and
delivered after the date of the adoption of
such Supplemental Indenture and of Bonds
issued in exchange therefor or in place
thereof; and

(8) To make such additions,
deletions, or modifications as may be
necessary to assure compliance with
Section 148(d)(3) of the Code or Section
148(f) of the Code or the Higher Education
Act or to obtain a satisfactory rating on a
Series or Class of Bonds from a Rating
Agency, provided, that no such additions,
deletions or modifications intended to
obtain a satisfactory rating shall cause
reduction in any ratings assigned by a
Rating Agency to Bonds then Outstanding.

Section 802 - Supplemental Indentures
Effective Upon Consent of Trustee. (A} For any
one or more of the following purposes and at any
time or from time to time following written notice to
the Rating Agencies, a Supplemental Indenture
may be adopted, which, upon (i) the filing with the
Trustee of a copy thereof certified by an Authorized
Officer, and (i) the filing with the Trustee and the
Corporation of an instrument in writing made by the
Trustee consenting thereto, shall be fully effective
in accordance with its terms:

(1) To cure any ambiguity,
supply any omission, or cure or correct any
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defect or inconsistent provision in this
Indenture; or

(2) To insert such provisions
clarifying matters or questions arising
under this Indenture as are necessary or
desirable and are not contrary to or
inconsistent  with this Indenture as
theretofore in effect; or

(3) To provide for additional
duties of the Trustee in connection with the
Pledged Loans; or

(4) To make any change that
is accompanied by a Rating Confirmation
reflecting such change or any change
approved by a Credit Enhancement
Agency if the change will only affect Bonds
secured by Credit Enhancement issued by
such Credit Enhancement Agency.

(B) Any such Supplemental Indenture
may also contain one or more of the purposes
specified in Section 801, and in that event, the
consent of the Trustee required by this Section
shall be applicable only to those provisions of such
Supplemental Indenture as shall contain one or
more of the purposes set forth in subsection (A) of
this Section.

Section 803 - Supplemental Indentures
Effective With Consent of Bondholders. Atany time

or from time to fime, a Supplemental Indenture may
be adopted subject to consent by Bondholders in
accordance with and subject to the provisions of
Article IX, which Supplemental Indenture, upon the
filing with the Trustee of a copy thereof certified by
an Authorized Officer and upon compliance with the
provisions of Article {X, shall become fully effective
in accordance with its terms as provided in said
Article.

Section 804 - General Provisions. (A) This
Indenture shall not be modified or amended in any
respect except as provided in and in accordance
with and subject to the provisions of this Article and
Article 1X. Nothing in this Article or Article IX
contained shall affect or limit the right or obligation
of the Corporation to adopt, make, do, execute,
acknowledge or deliver any resolution, act or other
instrument pursuant to the provisions of Section
704 or the right or obligation of the Corparation to
execute and deliver to any Fiduciary any instrument
which elsewhere in this Indenture it is provided
shall be delivered to said Fiduciary.




(B) Any Supplemental Indenture
referred to and permitted or authorized by Sections
801 and 802 may be adopted by the Corporaticn
without the consent of any of the Bondholders, but
shall become effective only on the conditions, to the
extent and at the time provided in said Sections,
respectively. The copy of every Supplemental
indenture filed with the Trustee shall be
accompanied by a Counsel's Opinion stating that
such Supplemental Indenture has been duly and
lawfully adopted in accordance with the provisions
of this Indenture, is authorized or permitted by this
Indenture, and is valid and binding upon the
Corporation and enforceable in accordance with its
terms (subject, as to enforcement of remedies, to
applicable bankruptcy, reorganization, insolvency,
moratorium, or other laws affecting creditors' rights
generally from time {o time in effect).

{©) The Trustee is hereby authorized
to accept the delivery of a certified copy of any
Supplemental Indenture referred to permitted or
authorized by Sections 801, 802 or 803 and to
make all further agreements and stipulations which
may be therein contained, and the Trustee, in
taking such action, shall be fully protected in relying
on an opinion of counsel (which may be a
Counsel's Opinion) that such Supplemental
Indenture is authorized or permitted by the
provisions of this indenture.

(D) No Supplemental Indenture shall
change or modify any of the righis or obligations of
any Fiduciary without its written assent thereto.

ARTICLE IX
AMENDMENTS

Section 901 - Mailing of Notice of
Amendment. Any provision in this Article for the
mailing of a notice or other paper to Bondholders
shall be fully complied with if it is mailed postage
prepaid only (i) to each registered owner of Bonds
then Outstanding at his address, if any, appearing
upon the registry books of the Corpaoration, (ii) to
each holder of any coupon Bond who shall have
filed with the Trustee within two years preceding
such mailing an address for notices, and {ii} to the
Trustee.

Section 902 - Powers of Amendment. Any
modification or amendment of this Indenture or of
the rights and obligations of the Corporation and of
the holders of the Bonds and coupons (if any)
hereunder, in any particular, may be made by a
Supplemental Indenture, with the written consent
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given as provided in Section 803, {i) of the holders
of at least two-thirds in principal amount of the
Bonds of the highest Class Outstanding at the time
such consent is given, {ii} in case less than all of
the several Series or Classes of Bonds then
Quistanding are affected by the medification or
amendment, of the holders of at least two-thirds in
principal amount of the Bonds of each Series or
Class so affected and Outstanding at the time such
consentis given, and (iii}in case the madification or
amendment changes the terms of any Sinking Fund
Payment, of the holders of at least two-thirds in
principal amount of the Bonds of the particular
Series, Class, and maturity entitled to such Sinking
Fund Payment and Outstanding at the time such
consent is given; except that if such modification or
amendment will, by its terms, not take effect so long
as any Bonds of any specified like Series, Class,
and maturity remain Qutstanding, the consent of
the holders of such Bonds shall not be required and
such Bonds shall not be deemed to be Outstanding
for the purpose of any calculation of Outstanding
Bonds under this Section. No such madification or
amendment shall permit a change in the terms of
redemption or maturity of the principal of any
Outstanding Bond or of any installment of interest
thereon or a reduction in the principal amount or the
Redemption Price thereof or in the rate of interest
thereon without the consent of the holder of such
Bond, or shalt reduce the percentages or otherwise
affect the classes of Bonds the consent of the
holders of which is required to effect any such
modification or amendment, or shall change or
modify any of the rights or obligations of any
Fiduciary without its written assent thereto. Forthe
purposes of this Section, a Series or Class shall be
deemed to be affected by a madification or
amendment of this Indenture if the same adversely
affects or diminishes the rights of the holders of
Bonds of such Series or Class. In determining
whether in accordance with the foregoing powers of
amendment Bonds of any particular Series, Class,
or maturity would be affected by any modification or
amendment hereof the Trustee shall request a
Counsel's Opinicn, on which it shall rely, and any
such Counsel's Opinion shall be binding and
conclusive on the Corporation and all holders of
Bonds.

Section 903 - Consent of Bondholders. {(A)
The Corporation may at any time adopt a
Supplemental Indenture making a modification or
amendment permitted by the provisions of Section
902, o take effect when and as provided in this
Section. A copy of such Supplemental Indenture
(or brief summary thereof or reference thereto),




together with a request to Bondholders for their
consent thereto, shall be mailed by the Cerporation
to Bondholders . Such Supplemental Indenture
shall not be effective unless and until there shall
have been filed with the Trustee (a) the written
consents of holders of the percentages of
Outstanding Bonds specified in Section 802 and (b)
a Counsel's Opinion stating that such Supplemental
Indenture has been duly and lawfully adopted and
filed by the Corporation in accordance with the
provisions of this Indenture, is authorized or
permitted hereby and is valid and binding upon the
Corporation and enforceable in accordance with its
terms, and (ii) a notice shall have been mailed as
hereinafter provided in this Section.

(B) The consent of a Bondholder to
any modification or amendment shall be effective
only if accompanied by proof of the holding, at the
date of such consent, of the Bonds with respect to
which such consent is given, which proof shall be
such as is permitted by Section 1114. A certificate
or ceddificates by the Trustee filed with the Trustee
that it has examined such proof and that such proof
is sufficient in accordance with Section 1114 shall
be conclusive that the consents have been given by
the holders of the Bonds described in such
certificate or certificates of the Trustee. Any such
consent shall be binding upon the holder of the
Bonds giving such consent and upon any
subsequent holder of such Bonds and of any Bonds
issued in exchange therefor (regardless of whether
such subsequent holder thereof has notice thereof)
unless such consent is revoked in writing by the
holder of such Bonds giving such consent or a
subsequent holder thereof by filing with the Trustee,
prior to the time when the written statement of the
Trustee hereinafter provided for in this Section is
filed, such revocation and, if such Bonds are
transferable by delivery, proof that such Bonds are
held by the signer of such revocation in the manner
permitted by Section 1114. The fact that a consent
has not been revoked may likewise be proved by a
certificate of the Trustee filed with the Trustee to
the effect that no revocation thereof is on file with
the Trustee.

{C) At any time after the holders of the
required percentages of Bonds shall have filed their
consents to the Supplemental Indeniure, the
Trustee shall make and fite with the Corporation
and the Trustee a written statement that the holders
of such required percentages of Bonds have filed
such consents. Such written statement shall be
conclusive that such consents have been so filed.
At any time thereafter notice, stating in substance
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that the Supplemental Indenture adopted by the
Corpaoration on a stated date, a copy of which is on
file with the Trustee, has been consented to by the
holders of the required percentages of Bonds and
will be effective as provided in this Section, may be
given to Bondholders by the Corporation by mailing
such notice to Bondholders at least once not more
than ninety days after the holders of the required
percentages of Bonds shall have filed their
consents to the Supplemental Indenture and the
written statement of the Trustee hereinabove
provided foris filed. The Corporation shall file with
the Trustee proof of the publication of such notice
and, if the same shall have been mailed to
Bondholders, of the mailing thereof. A record,
consisting of the papers required or permitted by
this Section to be filed with the Trustee, shall be
proof of the matters therein stated. Such
Supplemental Indenture making such amendment
or madification shall be deemed conclusively
binding upen the Corporation, the Fiduciaries and
the holders of all Bonds at the expiration of forty
days after the filing with the Trustee of the proof of
the first publication of such last mentioned notice,
except in the event of a final decree of a count of
competent jurisdiction setting aside such
Supplemental Indenture in a legal action or
equitable proceeding for purpose commenced
within such forty day period; except that any
Fiduciary and the Corporation during such forty day
period and any such further period during which
any such action or proceeding may be pending
shall be entitled in their absolute discretion to take
such action, or to refrain from taking such action,
with respect to such Supplemental Indeniure as
they may deem expedient.

Section 804 - Mcdifications by Unanimaous
Consent. The terms and provisions of this
Indenture and the rights and obligations of the
corporation and of the holders of the Bonds may be
modified or amended in any respect upon the
adoption and filing by the Corporation of a
Supplemental Indenture and the consent of the
holders of all the Bonds then Qutstanding, such
consent to be given as provided in Section 903
except that no notice to.Bondholders either by
mailing or publication shall be required; but no such
madification or amendment shall change or modify
any of the rights or obligations of any Fiduciary
unless there shall have been filed with the Trustee
such Fiduciary's written assent thereto in addition to
the consent of the Bondholders.

Section 905 - Exclusion of Bonds. Bonds
owned or held by or for the account of the




Corporation shall not be deemed Outstanding for
the purpose of consent or other action or any
calculation of Outstanding Bonds provided for in
this Article, and the Carporation shall not be entitled
with respect to such Bonds to give any consent or
take any other action provided for in this Article. At
the time of any consent or other action taken under
this Article, the Corporation shall furnish the
Trustee a Certificate of an Authorized Officer of the
Corporation, upon which the Trustee may rely,
describing all Bonds so to be excluded.

Section 906 - Notation on Bonds. Bonds
authenticated and delivered after the effective date
of any action taken as in Article VIIi or this Article
provided may, and, if the Corporation so
determines, shall bear a notation by endorsement
or otherwise in form approved by the Corporation
and the Trustee as to such action, and in that case
upon demand of the holder of any Bond
Outstanding at such effective date and presentation
of his Bond for the purpose at the principal office of
the Trustee or upon any transfer or exchange of
any Bond Outstanding at such effective date,
suitable notation shall be made on such Bond or
upon any Bond issued upon any such transfer or
exchange by the Trustee as fo any such action. If
the Corporation or the Trustee shall so determine,
new Bonds so modified as in the opinion of the
Trustee and the Corporation to conform to such
action shall be prepared, authenticated and
delivered, and upon demand of the holder of any
Bond then Cutstanding shall be exchanged, without
cost to such Bondholder, for Bonds of the same
Series and maturity then OQuistanding, upon
surrender of such Bonds with all unpaid coupons,
if any, appertaining thereto.

ARTICLE X
DEFAULTS AND REMEDIES

Section 1001 - Trustee to Exercise Powers
of Statutory Trustee. The Trustee shall be and
hereby is vested with all of the rights, powers and
duties of a trustee permitted to be appointed by the
Corporation pursuant to Section 14.42.230 of the
Act,

Section 1002 - Events of Default. Each of
the following events is hereby declared an "Event of
Default", that is to say if:

(1) the Carporation shall
default in the payment of the principal or
Redemption Price, if any, of any Bond of
the highest Class Cutstanding when and
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as the same shall become due, whether at
maturity or upon call for redemption or
otherwise;

(2) payment of any installment
of interest on any of the Bonds of the
highest Class Outstanding shall not be
made when the same shall become due;

(3) the Corporation shall fail or
refuse to comply with the provisions of this
Indenture, or shall default in the
performance or observance of any of the
covenants, agreements or conditions onits
part contained herein or in any
Supplemental Indenture or the Bonds, and
such failure, refusal or default shall
continue for a period of forty-five days after
written notice thereof by the Trustee or the
holders of not less than twenty-five per
centum (25%) in principal amount of the
Bonds of the highest Class Quistanding;

4) the Corporation shall
commence a voluntary case or other
proceeding seeking liquidation,
reorganization or other relief with respect
to itself or its debts under any bankruptcy,
insolvency or other similar law now or
hereafter in effect or seeking the
appointment of a trustee, receiver,
liquidator, custodian or other similar official
of it or any substantial part of its property,
or shall consent to any such relief or to the
appeiniment of or taking possession by
any such official in an inveluntary case or
other proceeding commenced againstit, or
shall make a general assignment for the
benefit of creditors, or shali fail generally to
pay its debis as they become due, or shall
take any corporate action to authorize any
of the foregoing;

(5) an involuntary case or
other proceeding shall be commenced
against the Corporation seeking liquidation,
reorganization or other relief with respect
to itself or its debts under any bankruptey,
insolvency or other similar law now or
hereafter in effect or seeking the
appointment of a trustee, receiver,
liquidater, custodian or other similar official
of it or any substantial part of its property,
and such involuntary case or other
proceeding shall remain undismissed or
unstayed for a period of 60 days; or an



order for relief shall be entered against the
Corporation under the Federal bankruptcy
laws as now or hereatfter in effect;

(6) any event of default shall
have occurred and remain uncured under
any Parity Obligation Instrument if there
shall then be issued and outstanding
thereunder Parity Obligations and if such
Parity Obligations shall be of a Class at
least equal to the highest Class of any
Qutstanding Bonds; and

{7) any event designated an
Event of Default by a Supplemental
Indenture shall have occurred and remain
uncured.

The Trustee shall be deemed to have
actual knowledge of an Event of Default described
in (4) through (7} above only upon receipt by a
Corporate Trust Officer of the Trustee of a written
notice thereof,

Section 1003 - Remedies. (A} Upon the
happening and continuance of any Event of Default
specified in paragraph (1), (2) or (3) of Section
1002 as to which the Trustee has knowledge, the
Trustee shall proceed, or upon the happening and
continuance of any Event of Default specified in
paragraph (4), (5), (6) or {7} of Section 1002 as to
which the Trustee has knowledge, the Trustee may
proceed, and upon the written request of the
holders of not less than twenty-five per centum
(25%)in principal amount of the Outstanding Bonds
of the highest Class, shall proceed, in its own
name, subject to the provisions of Section 1103, to
protect and enforce its rights and the rights of the
Bondholders by such of the following remedies as
the Trustee, being advised by counsel, shall deem
most effectual to protect and enforce such rights:

{1} by mandamus or other
suit, action or proceeding at law or in
equity, to enforce all of the Bondholders'
rights, including the right of the Trustee on
behalf of the Bondholders to receive and
collect all Pledged Receipts and o require
the Corporation to carry out any other
covenant or agreement with Bondholders
and to perform its duties under the Act;

2)
Bonds;

by bringing suit upon the
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(3) by action or suit in equity,
to require the Corporation to account as if
it were the trusiee of an express trust for
the owners of the Bonds and then take
such action with respect to the Pledged
Loans and related documents as the
Trustee shall deem necessary or
appropriate and in the best interest of the
Bondholders, subject to the terms of the
Pledged Loans and related documents,
including the sale of part or all of the
Pledged Loans.

{4 by action or suit in equity,
enjoin any acts or things which may be
unlawful or in violation of the rights of the
holders of the Bonds;

(5) by declaring all Bonds due
and payable, and if all defaults shall be
made good, then, with the written consent
of the holders of not less than twenty-five
per centum (25%) in principal amount of
the Outstanding Bonds of the highest
Class OQutstanding, by annulling such
declaration and its consequences; or

(6} by pursuing any rights or
privileges it may have with respect to
security for the Bonds under any Parity
Obligation Instrument.

{B) In the enforcement of any rights
and remedies under this Indenture, the Trustee
shall be entitled to sue for, enforce payment on and
receive any and all amounts then or during any
default becoming, and at any time remaining, due
from the Corporation for principal, Redemption
Price, Program Expenses, interest or otherwise,
under any provision of this Indenture or a
Supplemental Indenture or of the Bonds, and
unpaid, with interest on overdue payments at the
rate or rates of interest specified in such Bonds,
together with any and all costs and expenses of
collection and of all proceedings hereunder and
under such Bonds, without prejudice to any other
right or remedy of the Trustee or of the
Bondholders, and to recover and enforce a
judgment or decree against the Corporation for any
portion of such amounts remaining unpaid, with
interest, costs and expenses, and to collect from
any moneys availabte for such purpose, in any
manner provided by law, the moneys adjudged or
decreed to be payable.



Section 1004 - Pricrity of Payments After
Default. (A} In the event that upon the happening
and continuance of any Event of Default, the funds
held by the Trustee and Paying Agents shall be
insufficient for the payment of principal or
Redemption Price, if any, of and interest then due
on the Bonds, such funds and any other moneys
received or collected by the Trustee acting pursuant
to the Act and this Article or with respect to Parity
Obligations or Parity Obligation Instruments, after
making provision for the payment of any expenses
necessary in the opinion of the Trustee to protect
the interests of the hoiders of the Bonds and for the
payment of the charges and expenses and iabilities
incurred and advances made by the Trustee or any
Paying Agents in the performance of their
respective duties under this Indenture, shall be
applied as follows:

(1) Unless the principal of all
of the Bonds shall have come or have
been declared due and payable, the
Trustee shall make the following payments
within the highest Class of Bonds
Qutstanding and, only after making all such
payments within such Class, shall then
make such payments within the next lower
Class and, thereafter, shall make such
payments within each succeeding lower
Class:

FIRST: To the payment to person
entitled thereto of alt installments of
interest then due in the order of the
maturity of such instaliments, and, if the
amount available shall not be sufficient to
pay in full any installment, then to the
payment thereof ratably, according to the
amounts due on such installment, to the
persons entitled thereto, without any
discrimination or preference except with
respect to Classes as described above;
and

SECOND: To the payment to the
persons entitled thereto of the unpaid
principal or Redemption Price of any
Bonds which shall have become due,
whether at maturity or by call for
redemption, in the order of their due dates
and, if the amounts available shall not be
sufficient to pay in full all the Bonds due on
any date, then to the payment thereof
ratably, according to the amounts of
principal or Redemption Price, if any, due
on such date, to the persons entitled
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thereto, without any discrimination or
preference except with respect to Classes
as described above.

(2) If the principal of all of the
Bonds shall have become or have been
declared due and payable, the Trustee
shall make the following payments within
the highest Class of Bonds Qutstanding
and, only after making all such payments,
shail then make such payments within the
next lower Class and, thereafter, shall
make such payments within each
succeeding lower Class: to the payment of
the principal and interest then due and
unpaid upon the Bonds of a Class without
preference or priority of principal over
interest or of interest over principal, or of
any installment of interest over any other
instaliment of interest, or of any Bond of
such Class over any other Bond of such
Class, ratably, according to the amounts
due respectively for principal and interest,
to the persons entitled thereto without any
discrimination or preference except as {o
any difference in the respective rates of
interest specified in the Bonds and
coupons (if any}.

(B) Whenever moneys are to be
applied by the Trustee pursuant to the provisions of
this Section, such moneys shall be applied by the
Trustee at such times, and from time to time, as the
Trustee inits sole discretion shall determine, having
due regard to the amount of such moneys available
for application and the likelihood of additional
money becoming available for such application in
the future; the deposit of such moneys with the
Paving Agents, or otherwise setting aside such
moneys in trust for the proper purpose, shall
constitute proper application by the Trustee; and
the Trustee shall incur no liability whatsoever to the
Corporation, to any Bondholder or to any other
person for any delay in applying any such moneys,
so long as the Trustee acts with reasonable
diligence, having due regard for the circumstances,
and ultimately applies the same in accordance with
such provisions of this Indenture as may be
applicable at the time of application by the Trustee.
Whenever the Trustee shall exercise such
discretion in applying such moneys, it shall fix the
date (which shall be an Interest Payment Date
unless the Trustee shall deem anocther date more
suitable) upon which such applicationis to be made
and upon such date interest on the amounts of
principal to be paid on such date shall cease to



accrue. The Trustee shall give such notice as it
may deem appropriate for the fixing of any such
date. The Trustee shall not be required to make
payment to the holder of any unpaid coupon or any
Bond unless such coupon or Bond shall be
presented to the Trustee for appropriate
endorsement or canceliation.

Section 1005 - Termination of Proceedings.
In case of any proceedings taken by the Trustee on
account of any Event of Default shall have been
discontinued or abandoned for-any reason, then in
every such case the Corporation, the Trustee and
the Bondholders shall be restored to their former
positions and rights hereunder, respectively, and all
rights, remedies, powers and duties of the Trustee
shall continue as though no such proceeding had
been taken.

Section 1006 - Bondholders’ Direction of
Proceedings. Anything in this indenture to the
contrary notwithstanding, the holders of the majority
in principal amount of the Bonds of the highest
Class then Qutstanding shall have the right by an
instrument or concurrent instruments in writing
executed and delivered to the Trustee, to direct the
method of conducting all remedial proceedings to
be taken by the Trustee hereunder, provided that
such direction shall not be otherwise than in
accordance with law or the provisions of this
indenture, and that the Trustee shall have the right
to decline to follow any such direction which in the
opinion of the Trustee would be unjustly prejudicial
to Bondholders not parties to such direction or
would adversely affect the Trustee. The Trustee
may rely on an Opinion of Counsel that such
direction would adversely affect Bondholders.

Section 1007 - Limitation on Rights of
Bondholders. {A)No holder of any Bond shall have
any right to institute any suit, action, mandamus or
other proceeding in equity or at law hereunder, or
for the protection or enforcement of any right under
this Indenture or any right under law unless such
holder 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 unless the holders of not less than
twenty-five per centum (25%) in principal amount of
the Bonds of the highest Class then Outstanding
shall have made written request of the Trustee after
the right to exercise such powers or right of action,
as the case may be, shall have occurred, and shall
have afforded the Trustee a reasonable opportunity
either to proceed to exercise the powers herein
granted or granted under the law or to insfitute such
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action, suit or proceeding in its name and unless,
also, there shall have been offered to the Trustee
reasonable security and indemnity against the
costs, expenses and liabilities to be insured therein
or thereby, and the Trustee shall have refused or
neglected to comply with such request within a
reascnable time; and such notification, request and
offer of indemnity are hereby declared in every
such case, at the option of the Trustee, to be
conditions precedent to the execution of the powers
under this Indenture or for any other remedy
hereunder or under law, [ is understood and
intended that no one or more holders of the Bonds
hereby secured shall have any right in any manner
whatever by their action to affect, disturb or
prejudice the security of this Indenture, or to
enforce any right hereunder or under law with
respect to the Bonds of this Indenture, exceptinthe
manner herein provided, and that all proceedings at
law or in equity shall be instituted, had and
maintained in the manner herein provided and for
the benefit of alt holders of the Outstanding Bonds.
Nothing in this Article contained shall affect or
impair the right of any Bondholder to enforce the
payment of the principal or Redemption Price, if
any, of and interest on such Bondholder's Bonds, or
the obligation of the Corparation to pay the principal
or Redemption Price, if any, of and interest on each
Bond issued hereunder to the holder thereof at the
time and place in said Bond expressed.

(B} Notwithstanding anything to the
contrary contained in this Section, or any other
provision of this Indenture, each holder of any Bond
by such holder's acceptance thereof shall be
deemed to have agreed that any court in its
discretion may require, in any suit for the
enforcement of any right or remedy under this
Indenture or any Supplemental Indenture, orin any
suit against the Trustee for any action taken or
omitted by it as Trustee, the filing by any party
litigant in such suit of an undertaking to pay the
reasonable costs of such suit, and that such court
may in its discretion assess reasonable costs,
including reasonable attorneys' fees, against any
party litigant in any such suit, having due regard to
the merits and good faith of the claims or defenses
made by such party litigant; but the provisions of
this paragraph shall not apply to any suit instituted
by the Trustee, to any suit instituted by any
Bondholder, or group of Bondholders, holding at
least twenty-five per centum (25%) in principal
amount of the Bonds of the highest Class
Outstanding, or to any suit instituted by any
Bondholder far the enforcement of the payment of
the principal or Redemption Price of or interest on



any Bond on or after the respective due date
thereof expressed in such Bond.

Section 1008 - Possession of Bonds by
Trustee Not Required. All rights of action under this
Indenture or under any of the Bonds, enforceable
by the Trustee, may be enforced by it without the
possession of any of the Bonds or the production
thereof on the trial or other proceeding relative
thereto, and any such suit, action or proceeding
instituted by the Trustee shall be brought in its
name for the benefit of all the holders of such
Bonds, subject to the provisions of this Indenture.

Section 1009 - Remedies Not Exclusive.
No remedy herein conferred upon or reserved to
the Trustee or to the holders of the Bonds is
intended to be exclusive of any other remedy or
remedies, and each and every such remedy shall
be cumulative and shall be in addition to any other
remedy given hereunder or now or hereafter
existing at law or in equity or by statute.

Section 1010 - No Waiver of Default. No
delay or omission of the Trustee or of any holder of
the Bonds to exercise any right or power acceruing
upon any default shall impair any such right or
power or shall be construed to be a waiver of any
such default or an acquiescence therein; and every
power and remedy given by this indenfure to the
Trustee and the holders of the Bonds, respectively,
may be exercised from time to time and as often as
may be deemed expedient.

Section 1011 - Notice to Bondholders. The
Trustee shall give to the Bondholders notice of
each Event of Default hereunder known to the
Trustee within ninety days after knowledge of the
occurrence thereof, unless such Event of Default
shall have been remedied or cured before the
giving of such notice. Each such notice shall be
given by the Trustee by mailing written notice
thereof to all registered holders of Bonds, as the
names and addresses of such holders appear upon
the books for registration and transfer of Bonds as
kept by the Trustee purpose and to such other
persons as is required by law.

ARTICLE Xl
CONCERNING THE FIDUCIARIES

Section 1101 - Trustee. Zions First
National Bank, a trust company or bank having the
powers of a trust company doing business and
having its principal office in the City of Denver, in
the State of Colorado, is hereby appointed as
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Trustee. The Trustee shall signify its acceptance of
the duties and obligations imposed upon it by this
Indenture by executing the certificate of
authentication endorsed upon the Bonds, and, by
executing such certificate upon any Bond, the
Trustee shall be deemed to have accepled such
duties and obligations not only with respect to the
Bond so authenticated, but with respect to all the
Bonds thereafter to be issued; but only, however,
upon the terms and conditions set forth in this
indenture.

Section 1102 - Appointment and
Acceptance of Duties of Paying Agents. (A) The
Corporation shall appoint one or more Paying
Agents for the Bonds of any Series in the
Supplemental iIndenture authorizing such Bonds or
shali appoint such Paying Agent or Paying Agents
by resolution of the Corporation adopted prior to the
authentication and delivery of such Bonds, and may
at any time or from time to time appoint one or
more other Paying Agents in the manner and
subject to the conditions set forth in Section 1113
for the appointment of a successor Paying Agent.

(B) Each Paying Agent shall signify its
acceptance of the duties and obligations imposed
upon it by this indenture by written instrument of
acceptance executed and delivered to the
Corporation and the Trustee.

(C) The principal or corporate trust
offices of the Paying Agents are hereby designated
as the respective agencies of the Corparation for
the payment of the interest on and principal or
Redemption Price of the Bonds.

Section 1103 - Responsibility of
Fiduciaries. (A) The recitals of fact herein and in
the Bonds contained shall be taken as the
statements of the Corporation and no Fiduciary
assumes any responsibility for the correctness of
the same. No Fiduciary makes any representations
as to the validity or sufficiency of this Indenture or
of any Bonds or coupons issued thereunder or in
respect of the security afforded by this Indenture or
the Trust Estate, and no Fiduciary shall incur any
responsibility in respect thereof. The Trustee shall,
however, be responsible for its representation
contained in its cerlificate on the Bonds. No
Fiduciary shall be under any responsibility or duty
with respect to any other Fiduciary. No Fiduciary
shalt be under any obligation or duty to perform any
act which would involve it in expense or liability or
to institute or defend any suit in respect hereof, or
to advance any of its own moneys, unless




indemnified toits satisfaction. No Fiduciary shall be
liable in connection with the performance of its
duties hereunder except for its own negligence or
willful misconduct. Neither the Trustee nor any
Paying Agent shall be under any responsibility or
duty with respect to the application of any moneys
paid to any one of the others or the use or
application by the Corporation of the Bonds or the
proceeds thereof.

(B) Except during the continuance of
an Event of Default, the Trustee undertakes to
perform such duties and only such duties as are
specifically set forth in this Indenture, and no
implied covenants or obligations shall be read into
this Indenture against the Trustee, and, in the
absence of bad faith on its part, the Trustee may
conclusively rely, as to the truth of the statements
and the correctness of the opinion expressed
therein, upon certificates or opinions furnished to
the Trustee and conforming to the requirements of
this Indenture.

{C) In case an Event of Defauit has
occurred and is continuing, the Trustee shall
exercise such of the rights and powers vested in it
by this Indenture and use the same degree of care
and skill in their exercise as a prudent person would
exercise or use under the circumstances in the
conduct of his own affairs.

(D) No provision of this Indenture shall
be construed to relieve the Trustee from liability for
its own negligent action, its own negligent failure to
act, or its own willful misconduct, except that (1) the
Trustee shall not be liable for any error of judgment
made in good faith by a responsible officer, unless
it shall be proved that the Trustee was negligent in
ascertaining the pertinent facts, (2) the Trustee
shall not be liable with respect to any action taken
or omitted to be taken by it in good faith in
accordance with the direction of the holders of a
majority in principal amount of the Quistanding
Bonds relating to the time, method and place of
conducting any proceeding for any remedy
available to the Trustee, or exercising any trust or
power conferred upon the Trustee, under this
Indenture, and {3) no provision of this Indenture
shall require the Trustee to expend or risk its own
funds or otherwise incur any financial liability in the
performance of any of its duties hereunder, orin the
exercise of any of its rights or powers, if it shall
have reascnable grounds for believing that
repayment of such funds or adequate indemnity
against such risk or [iability is not reasonably
assured to it. Except as otherwise expressly
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provided herein, the Trustee shall determine
whether any conditions or requirements set forth
herein for any purpose have been met, and such
determination by the Trustee shall be conclusive,

(E) Regardless of whether it is therein
expressly so provided, every provision of this
Indenture, any Supplemental Indenture, Parity
Obligation Instrument, Credit Enhancement or any
related document relating to the conduct or
affecting the liability of or affording protection to the
Trustee shall be subject fo the provisions of this
Article.

{F The Trustee shall be under no
obligation to exercise any of the rights or powers
vested in it by this Indenture at the request or
direction of any of the Bondholders pursuant to this
Indenture, unless such Bondholders shall have
offered to the Trustee security or indemnity to its
satisfaction against the costs, expenses and
liabilities which might be incurred by it in
compliance with such request or direction.

{G) The Trustee shall not be bound to
make any investigation into the facts or matters
stated in any resolution, certificate, statement,
instrument, opinion, report, notice, request,
direction, consent, order, bond, debenture, coupon
or other paper or document.

(H} The Trustee may execute any of
the trusts or powers hereunder or perform any
duties hereunder either directly or by or through
agents or attorneys, and the Trustee shall not be
responsible for any misconduct or negligence on
the part of any agent or attorney appointed with due
care by it hereunder,

{n The Trustee shall have no
responsibility for or liability in connection with
assuring that all of the procedures or conditions to
closing set forth in the Purchase Agreement have
been met on the Closing Date to the parties are
actually delivered, except its own responsibility to
receive the proceeds of the sale, deliver the Bonds,
and deliver and receive other certificates and
documents expressly required to be delivered by it
and its counsel. The Trustee may assume that
parties to the Purchase Agreement have waived
their rights to receive documents or to require the
performance of procedures if the parties to whom
such documents are to be delivered or for whom
such procedures are to be performed do not require
delivery or performance on or prior to the Closing
Date.



(J) The permissive right of the Trustee
to do things enumerated in this Indenture shall not
be construed as a duty.

(K) In accepting the ftrusts hereby
created, the Trustee acts solely as Trustee for the
Bondholders and not in its individual capacity and
all persons, including, without limitation, the
Bondholders and the Corporation having any claim
against the Trustee arising from this Indenture shall
look only to the funds and accounts held by the
Trustee or its agent hereunder for payment except
as otherwise provided herein. Under no
circumstances shall the Trustee be liable in its
individual capacity for the obligations evidenced by
the Bonds.

L) The Trustee shall not be
responsible for the validity or effectiveness of any
collateral given to or held by it. The Trustee shall
not be responsible for the recording or filing of any
document relating to this Indenture or of financing
statements (or continuation statements in
connection therewith) or of any supplemental
instruments or documents or further assurance as
may be required by law in order to perfect the
security interests in any collateral given to or held
by it.

(M) If, as a result of the occurrence of
an Event of Default, the Corporation or the Trustee
employs attorneys or incurs other fees and
expenses for the collection of payments due
hereunder or for the enforcement of performance or
observance of any obligation or agreement on the
part of the Corporation, the Corporation will, on
demand, reimburse the Trustee for the reasonable
fees of such attorneys and such other reasonable
fees and expenses so incurred; provided, however,
that amounts in the Trust Estate shall first be
applied as provided in Section 1004,

{N) In no event shall the Trustee be
responsible for and it makes ne representaticns or
warranty, express or implied, with respect to,
compliance with the Act, the making of Education
Loans, the servicing of the Education Loans, or the
sufficiency of the promissory notes or other
instruments or documentation related thereto.

(O) The Trustee's rights to
indemnification and payment of its fees, expenses,
losses and liabilities shall survive its resignation or
removal and final payment of the Bonds.
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(P) The Trustee makes no
represeniation as to the correctness or
completeness of any information contained in the
Official Statement or any other offering material
pertaining to any Series of Bonds.

Section 1104 - Evidence on Which
Fiduciaries May Act. Each Fiduciary may rely and
shall be protected in acting upon any notice,
resolution, reguest, consent, order, certificate,
report, opinion, bond or other paper or document
believed by it to be genuine, and to have been
signed or presented by the proper party or parties.
Each Fiduciary may consult with counsel, who may
or may not be of counsel to the Corporation, and
the opinion of such shall be full and complete
authorization and protection in respect of any action
taken or suffered or omitted by it hereunderin good
faith and in reliance thereon. Whenever any
Fiduciary shall deem it necessary or desirable that
a matter be proved or established prior to taking or
suffering or omitting any action hereunder, including
payment of moneys out of any Fund or Account,
such matter (unless other evidence in respect
thereof be herein specifically prescribed) may be
deemed to be conclusively proved and established
by a Certificate signed by an Authorized Officer,
and such Certificate shall be full warrant for any
action taken or suffered in good faith under the
provisions of this Indenture upon the faith thereof,
but in its discretion the Fiduciary may in lieu thereof
accept other evidence of such fact or matter ar may
require such further or additional evidence as to it
may seem reasonable. Except as otherwise
expressly provided herein, any request, order,
notice or other direction required or permitted to be
furnished pursuant to any provision hereof by the
Corporation to any Fiduciary shall be sufficient
executed if executed in the name of the Corporation
by an Authorized Officer.

Section 1105 - Compensation. The
Corporation shall pay to the Trustee and to each
Paying Agent from time fo time reasonable
compensation for all services rendered under this
Indenture, and also all reasonable fees, expenses,
charges, counsel fees and other disbursements,
including those of their attorneys, agents and
employees, incurred in and about the performance
of their powers and duties under this Indenture, and
the Trustee and each Paying Agent shall have a
lien therefor on any and all funds at any time held
by it under this Indenture, The Corporation further
agrees to indemnify and save the Trustee and each
Paying Agent harmless against any liabifities,
losses, expenses, and advances which it may incur




in the exercise and performance of its powers and
duties hereunder, which are not due to its
negligence or wiliful misconduct.

Section 1106 - Permitted Acts and
Functions. The Trustee and any Paying Agent may
become the owner of any Bonds and coupons, with
the same rights it should have if it were not such
Trustee or Paying Agent. The Trustee and any
Paying Agent may act as Depositary for, and permit
any of its officers or directors to act as a member
of, or in any other capacity with respect to, any
committee formed to protect the rights of
Bondholders or to effect or aid in any reorganization
growing out of the enforcement of the Bonds or this
Indenfure, regardless of whether any such
committee shall represent the holders of a majority
in principal amount of the Bonds then Qutstanding.

Section 1107 - Resignation of Trustee.
The Trustee may at any time resign and be
discharged of the duties and obligations created by
this Indenture by giving not tess than ninety days
written notice to the Corporation and to the
registered owners of the Bonds, specifying the date
when such resignation shall take effect. If any
Bonds are Qutstanding in bearer form, the Trustee
shall also publish such notice once in an Authorized
Newspaper. Such resignation shall take effect upon
the day specified in such notice unless previously
a successor shall have been appointed, as
provided in Section 1109, in which event such
resignation shall take effect immediately on the
appointment of such successor. Notwithstanding
any of the foregoing, no registration of the Trustee
shall be effective until a successor has been
appointed.

Section_1108 - Removal of Trustee. The
Trustee shall be removed by the Corporation if at
any time so requested by an instrument or
concurrent instruments in writing, filed with the
Trustee and the Corporation, and signed by the
holders of a majority in principal amount of the
Bonds then Qutstanding or their attorneys-in-fact
duly authorized, excluding any Bonds held by or for
the account of the Corporation. The Corporation
may remove the Trustee at any time, except during
the existence of an Event of Default, for such cause
as shall be determined in the sole discretion of the
Corporation by filing with the Trustee an instrument
signed by an Authorized Officer of the Corporation.

Section 1109 - Appointment of Successor
Trustee. (A) In case at any time the Trustee shall
resign or shall be removed or shall become
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incapable of acting, or shall be adjudged a bankrupt
or insolvent, or if a receiver, liquidator or
conservator of the Trustee, or of its property, shall
be appointed, or if any public officer shall take
charge or control of the Trustee, or of its property or
affairs, the Corparation covenanis and agrees that
it will thereupon appaoint a successor Trustee. The
Corporation shall provide written notice of such
appointment to the registered owners of the Bonds
and, if any Bonds are Outstanding in bearer form,
shall also publish notice of such appointment in an
Authorized Newspaper, such notice to be given and
publication to be made within twenty days after
such appointment.

(B) If in a proper case no appointment
of a successor Trustee shall be made pursuant to
the foregoing provisions of this Section within forty-
five days after the Trustee shall have given to the
Corporation written notice, as provided in Section
1107, or after a vacancy in the office of the Trustee
shall have occurred by reason of its inability to act,
the Trustee or the holder of any Bond may apply to
any court of competent jurisdiction to appoint a
successor Trustee. Said court may thereupon,
after such notice, if any, as such court may deem
proper and prescribe, appoint a successor Trustee.

(C) Any Trustee appointed under the
provisions of this Section in succession to the
Trustee shall be a trust company or bank in good
standing having the powers of a trust company
within or outside the State and subject o
examination by federal or state authority, having a
capital and surplus aggregaling at least Seventy-
Five Million Dollars ($75,000,000) and acceptable
to each Credit Enhancementifthere 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 this Indenture.

Section 1110 - Transfer of Rights and
Property to Successor Trustee. Any successor
Trustee appointed under this Indenture, shall
execute, acknowledge and deliver to its
predecessor Trustee, and also to the Corporation,
an instrument accepting such appeintment, and
thereupon such successor Trustee, without any
further act, deed or conveyance, shall become fully
vested with all moneys, estates, properties, rights,
powers, duties and obligations of such predecessor
Trustee, with like effect as if originally named as
Trustee; but the Trustee ceasing to act shall
nevertheless, on the request of the Corporation, or
of the successor Trustee, execute, acknowledge




and deliver such instruments of conveyance and
further assurance and do such other things as may
reasonable be required for more fully and certainly
vesting and confirming in such successor Trustee
all the right, title and interest of the predecessor
Trustee in and to any property held by it under this
Indenture, and shall pay over, assign and deliver to
the successor Trustee any money or other property
subject to the trusts and conditions herein set forth.
Should any deed, conveyance or instrument in
writing from the Corporation be required by such
successor Trustee for more fully and certainly
vesting in and confimiing to such successor
Trustee any such estates, rights, powers and
duties, any and all such deeds, conveyances and
instruments in writing shall, on request, and so far
as may be authorized by law, be executed,
acknowledged and delivered by the Corporation.
Any such successor Trustee shall promptly notify
the Paying Agents of its appointment as Trustee.
The Corporation shall pay the expenses of effecting
a transfer under this Section.

Section 1111 - Merger_or_Consolidation.
Any comparny into which any Fiduciary may be
merged or converted or wilh which it may be
consolidated or any company resulting from any
merger, conversion or consolidation towhich it shall
be a party or any company to which any Fiduciary
may sell or transfer all or substantially all of its
corporate trust business, provided such company
shall be a trust company or bank which is qualified
to be a successor to such Fiduciary under Section
1110 or Section 1113 and shall be authorized by
law to perform all the duties imposed upon it by this
Indenture, shall be the successor to such Fiduciary
without the execution or filing of any paper ar the
performance of any further act, anything herein to
the contrary notwithstanding.

Section 1112 - Adoption of Authentication.
In case any of the Bonds contemplated to be issued
under this Indenture shall have been authenticated
but not delivered, any successor Trusiee may adopt
the certificate of authentication of any predecessor
Trustee so authenticating such Bonds and deliver
such Bonds so authenticated, and in case any of
the said Bonds shall not have been authenticated,
any successor Trustee may authenticate such
Bonds in the name of the successor Trustee, andin
all such cases such certificate shall have the full
force which it is anywhere in said Bonds or in this
Indenture provided that the certificate of the Trustee
shall have.
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Section 1113 - Resignation or Removal of
the Paying Agents and Appointment of Successors.
{A) Any Paying Agent may at any time resign and
be discharged of the duties and obligations created
by this Indenture by giving at least sixty days’
written notice to the Corporation and Trustee. Any
Paying Agent may be removed at any time by an
instrument filed with such Paying Agent and the
Trustee and signed by an Authorized Officer of the
Corporation. Any successor Paying Agent shall be
appointed by the Corporation and shall be a trust
company or bank having fhe powers of a frust
company, having a capital and surplus aggregating
at lease Three Million Dollars ($3,000,000), and
willing and able to accept the office of Paying Agent
on reasonable and customary terms and authorized
by law to perform ali the duties imposed upon it by
this Indenture.

{A) in the event of the resignation or
removal of any Paying Agent, such Paying Agency
shall pay over, assign and deliver any moneys held
by it to its successor, or if there be no successor
then appointed, to the Trustee until such successor
be appointed.

Section 1114 - Evidence of Signatures of
Bondholders and Ownership of Bonds. (A} Any
request, consent or other instrument which this
Indenture may require or permit to be signed and
executed by the Bondholders may be in one or
more instruments of similar tenor, and shall be
signed or executed by such Bondhalders in person
or by their attorneys appointed in writing. Proof of (i)
the execution of any such instrument, or of an
instrument appointing any such attorney, or (ii) the
holding by any person of the Bonds or coupons
appertaining thereto shall be sufficient for any
purpose of this Indenture (except as otherwise
herein expressly provided) if made in the following
manner, but the Trustee may nevertheless in its
discretion require further or other proof in cases
where it deems the same desirable:

(1 The fact and date of the
execution by any Bondholder or his
attorney of such instrument may be proved
by the certificate, which need not be
acknowledged or verified, of an officer of a
bank or trust company satisfactory to the
Trustee or of any notary public or other
officer authorized to take
acknowledgments of deeds to be recorded
in the state in which she purports to act,
that the person signing such request or
other instrument acknowledged to him the




execution thereof, or by an affidavit of a
witness of such execution, duly sworn to
before such notary public or other officer.
The authority of the person or persons
executing any such instrument on behalf of
a corporate Bondholder may be
established without further proof if such
instrumentis signed by a person purporting
{0 be the president ¢r a vice president ¢f
such corporation with a corporate seal
affixed and attested by a person purporting
to be its secretary or an assistant
secretary;

(2) The amount of Bonds
transferable by delivery held by any person
executing such request or other instrument
as a Bondholder, and the numbers and
other identification thereof, and the date of
his holding such Bonds, may be proved by
a certificate, which need not be
acknowledged or verified, satisfactory to
the Trustee, executed by an officer of a
trust company, bank, financial institution or
other depository or member of the National
Association of Securities Dealers, Inc.
wherever situated, showing that at the date
therein mentioned such person exhibited to
such officer or had on deposit with such
depository the Bonds described in such
certificate. Continued ownership after the
date stated in such certificate may be
proved by the presentation of such
cerlificate if the cerlificate contains a
statement by such officer that the
depository held that Bonds therein referred
to on the date of the certificate and that
they will not be surrendered without the
surrender of the cerificate to the
depositary, except with the consent of the
Trustee, and a cerificate of the Trustee,
which need not be acknowledged or
verified, that such consent has not been
given.

(B)

Except in the case of Bonds

transferable by delivery only, the ownership of .

Bonds and the amount, numbers and other
identification, and date of holding the same shall he
proved by the registry books. Any request, consent
or vote of the owner of any Bond shall bind all
future owners of such Bond in respect of anything
done or suffered to be done by the Corporation or
any Fiduciary in accordance therewith,
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Section 1115 - Preservation and Inspection
of Documents. All documents received by any
Fiduciary under the provisions of this Indenture or
any Supplemental Indenture shall be retained in its
possession until six (6) years afier the final
payment of principal of the Bonds becomes due
and payable and shall be subject at all reasonable
times to the inspection of the Corporation, any other
Fiduciary and any Bondholder and their agents and
their representatives, any of whom may make
copies thereof.

Section 1116 - Administration of Education
Loan Program. The Corperation agrees that the
Trustee shall have no responsibility whatsoever for
monitoring, or any other activity, with respect to the
Corporation's administration of the Education L.oan
Program or the servicing of the Education Loans.

Section 1117 - Power to Appoint Co-
Trustee. (A) At any time after an Event of Defauit,
if necessary to meet the legal requirements of any
applicable jurisdiction, the Trustee shall have power
to appoint one or more co-trustees under this
indenture, with such powers as may be provided in
the instrument of appointment, and to vest in such
person or persons any property, title, right or power
deemed necessary or desirable, subject to the
remaining provisions of this Section.

(B} Each co-trustee shall, to the extent
permitted by applicable law, be appointed subject
to the following terms:

(i) The Bonds shall be
authenticated and delivered solely by the
Trustee, and all rights, powers, duties and
obligations hereunder in respect of the
custody of Investment Securities, cash and
other personal property held by, or
required to be deposited or pledged with,
the Trustee hereunder shall be exercised
solely by the Trustee.

(ii) The rights, powers duties and
obligations hereby conferred or imposed
upon the Trustee in respect of any property
covered by such appointment shall be
conferred or imposed upon and exercised
or performed by the Trustee or by the
Trustee and co-trustee jointly, as shall be
provided in the instrument appointing such
co-trustee, except to the extent that, under
any law of any jurisdiction in which any
particular act or acts are to be performed,
the Trustee shall be incompetent or



unqualified to perform such act or acts, in
which event such rights, powers, duties
and obligations shall be exercised by such
co-trustee.

(iii) The Trustee may at any time,
by an instrument in writing executed by it,
accept the resignation of or remove any
co-trustee appointed under this Section.

{iv) No power given to any co-
trustee shall be separately exercised
hereunder by such co-trustee except with
the consent in writing of the Trustee,
anything contained in this Section to the
contrary notwithstanding.

(C}) Should any written instrument from
the Corporation be required by any co-frustee so
appointed for more {fully confirming to such co-
trustee such rights, powers, duties and obligations,
any and all such instruments shall, on request, be
executed, acknowledged and delivered by the
Corporation forthwith.

{D) The rights, powers and duties of
the Corporation with respect to any co-trustee shall
be the same as its rights, powers and duties with
respect io the Trustee.

ARTICLE Xl
MISCELLANEOUS

Section_1201_- Defeasance. (A) If the
Corporation shall pay or cause to be paid to the
holders of the Bonds, the principal and interest and
Redemption Price, if any, to become due thereon,
at the times and in the manner stipulated therein
and in this Indenture, and also shall pay or cause o
be paid all other sums payable hereunder by the
Corporation, including any amounts payable to the
United States, then the ptedge of any revenues and
assets hereby pledged and all other rights granted
hereby shali, at the election of the Corporation
(evidenced by a certificate of an Authorized Officer
filed with the Trustee, signifying the intention of the
Corporation to discharge all such indebtedness and
this Indenture and any Supplemental indenture),
and notwithstanding that any Bonds shall not have
been surrendered for payment, be discharged and
satisfled. Insuch event, the Trustee shall, uponthe
written request of the Corporation, execute and
deliver to the Corporation all such instruments as
may be desirable to evidence such discharge and
satisfaction and the Fiduciaries shall pay over or
deliver fo the Corporation all moneys or securities
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held by them pursuant to this Indenture which are
not required for the payment or redemption of
Bonds not theretofore surrendered for such
payment or redemption.

(B} If funds shall have been set aside
and shall be held in trust by Fiduciaries for the
payment of principal, interest and Redemption Price
(through deposit by the Corporation of funds for
such payment or redemption or otherwise} at the
maturity or upon the date upon which such Bonds
have been duly called for redemption thereof, such
Bonds shall be deemed to have been paid within
the meaning and with the effect expressed in
subsection (A} of this Section. All Outstanding
Bonds shall, prior to the maturity or redemption
date thereof, be deemed to have been paid within
the meaning and with the effect expressed in
subsection (A) of this Section if (i) in case any of
said Bonds are to be redeemed on any date priorto
their maturity, the Corporation shall have given to
the Trustee in form satisfactory to it irrevocable
instructions to publish as provided in Article Vi
notice of redemption on said date of such Bonds,
(i) there shall have been deposited with the Trustee
either funds in an amount which shall be sufficient,
or Investment Securities which are not subject fo
redemption prior to the dates on which amounts will
be needed to make payments on the Bonds
defeased and the principal of and the interest on
which when due will provide moneys which,
together with the moneys, if any, deposited with the
Trustee at the same time, shall be sufficient in the
opinion of an Accountant delivered to the Trustee,
to pay when due the principal or Redemption Price,
if any, and interest due and to become due on said
Bonds on any date prior to the redemption date or
maturity date thereof, as the case may be, {iii) in
the event said Bonds are not by their terms subject
to redemption within the next succeeding sixty
days, the Corporation shall have given the Trustee
in form satisfactory to it irrevocable instructions to
mail a notice to the holders of such Bonds that the
deposit required by (ii} above has been made with
the Trustee and that said Bonds are deemed to
have been paid in accordance with this Section and

. stating such maturity or redemption date upon

which moneys are to be available for the payment
of the principal or Redemption Price, if any, of said
Bonds and (iv) a Counsel's Opinion stating that all
conditions precedent to the satisfaction and
discharge of this Indenture have been complied
with, the defeasance complies with the terms of this
indenture, and the defeasance will not adversely
affect the tax status of the Bonds. Neither
Investment Securities ormoneys deposited with the



Trustee pursuant to this Section nor principal or
interest payments on any such Investment
Securities shall be withdrawn or used for any
purpose other than, and shall be held in trust for,
the payment of the principal or Redemption Price,
if any, of and interest on said Bonds; provided that
any cash received from such principal or interest
payments on such lnvestment Securities deposited
with the Trustee, if not then needed for such
purpose, shall, fo the extent practicable, be
reinvested in Investment Securities maturing at
times and in amounts sufficient o pay when due
the principal or Redemption Price, if any, and
interest to become due on said Bonds on and prior
to such redemption date or maturity date thereof, as
the case may be, and interest earned from such
reinvestments shall be paid overto the Corporation,
as received by the Trustee, free and clear of any
trust, lien or pledge.

(C) if, through the deposit of moneys
by the Corporation or otherwise, the Fiduciaries
shall hold, pursuant to this Indenture, moneys
sufficient to pay the principal and interest to
maturity on all Quistanding Bonds or to pay, in the
case of Bonds in respect of which the Corporation
shall have taken all action necessary {0 redeem
prior to maturity, the Redemption Price and interest
to such redemption date, then at the written request
of the Corporation all moneys held by any Paying
Agent shall be paid over to the Trustee and,
together with other moneys held by it hereunder,
shall be held by the Trustee for the payment or
redemption of Outstanding Bonds.

(D} Anything in this Indenture to the
contrary notwithstanding, any moneys held by a
Fiduciary in trust for the payment and discharge of
any of the Bonds which remain unclaimed for six
years after the date when all of the Bonds have
become due and payable, either at their stated
maturity dates or by call for earlier redemption, if
such moneys were held by the Fiduciary at such
date, or for six years after the date of deposit of
such moneys if deposited with the Fiduciary after
the said date when all of the Bonds became due
and payable, shall be repaid by the Fiduciary to the
Corporation, as its absolute property and free from
trust, and the Fiduciary shall thereupon be released
and discharged.

Section 1202 - Moneys Held for Particular
Bonds. The amounts held by any Fiduciary for the
payment of the interest, principal or Redemption
Price due on any date with respect to particular
Bonds shall, on and after such date and pending
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such payment, be set aside on its books and held
in trust by it for the holders of the Bonds entitled
thereto. If any such amount remains unclaimed for
a period of six years after such date, the Trustee
shall pay over such amount, together with all
investment earnings thereon and all investment
earnings on any investment earnings, to the
Corparation.

Section 1203 - No Recourse Under
Indenture or on Bonds. All covenants, stipulations,
promises, agreements and obligations of the
Corporation contained in this Indeniure shall be
deemed to be the covenants, stipulation, promises,
agreements and obligations of the Corporation and
not of any member, officer or employee of the
Corporation in his individual capacity, and no
recourse shall be had for the payment of the
principal or Redemption Price of or interest on the
Bonds or for any claim based thereon or on this
Indenture against any member, officer or employee
of the Corporation or any natural person executing
the Bonds.

Section 1204 - Notices to Rating Agencies
and to Credit Enhancers. The Trustee shall give

prompt notice to the Rating Agencies and any
Credit Enhancers of the resignation of the Trustee
or the appointment of any successor Trustee, of
any amendment to or modification of this Indenture
or the execution of any Supplemental Indenture or
when there are no longer any Bonds remaining
QOutstanding. All notices to a Rating Agency or a
Credit Enhancer hereunder shall be sent by first
class mail to the address provided to the Trustee by
such Rating Agency or Credit Enhancer.

Section 1205 - Conflict. All resolutions or
parts of resolutions or other proceedings of this
Corporation in conflict herewith be and the same
are repealed insofar as such conflict exists.

Section 1206 - Governing Law. This
Indenture and the Bonds shall be construed in

accordance with, and governed by, the laws of the
State of Alaska.

Section 1207 - Effective Date. This
Indenture shall take effect immediately upon its
execution.

IN WITNESS WHEREOF, ALASKA
STUDENT LOAN CORPORATION has caused this
Indenture to be executed by its Executive Officer
and Zions First National Bank has caused this
Indenture to be executed by its Assistant Vice



President and Trust Officer, all as of the day and
year first above written.

ALASKA STUDENT LOAN
CORPORATION

By

DIANE BARRANS
Executive Officer

ZIONS FIRST NATIONAL BANK
By,

DAVID W. BATA
Vice President
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WOHLFORTH, JOHNSON, BRECHT,
CARTLEDGE & BROOKING

A PROFESSIONAL CORPORATICHN

ERIC A. AUTEN TELEPHONE

JULIUS J. BRECHT 907.276.6401

GCHERYL RAWLS BROOKING ATTORNEYS AT LAW

CYNTHIA L, CARTLEDGE FACSIMILE

MICHAEL GATT) 900 WEST STH AVENUE, SUITE 600 907.276.5093

ROBERT M. JOHNSON

BRADLEY E. MEYEN ANCHORAGE, ALASKA 99501-2048 WEBSITE

ERIC E. WOHLFORTH www. wvib.com
July 28, 2005

Members of the Board of Directors of
the Alaska Student Loan Corporation
Juneau, Alaska 99811

Dear Members:

We have examined the Constitution and laws of the State of Alaska and a record of
proceedings relating to the issuance of $58,250,000 aggregate principal amount of Education Loan
Revenue Bonds, Senior 2005 Series A (the "2005 Bonds") of the Alaska Student Loan Corporation
(the "Corporation™), a public corporation and government instrumentality of the State of Alaska
created by and existing under Alaska Statutes 14.42.100-14.42.990, as amended (the "Act™).

The Bonds are dated the date hercof. The 2005 Boends will mature as set forth in the table
below:

Due Principal Interest Due Principal Interest

June 1 Amount Rate June 1 Amount Rate
2008 $2,000,000 4.00% 2014 56,500,000 5.00%
2009 3,500,000 4.50 2015 6,500,000 5.00
2010 4,500,000 5.00 2016 6,500,000 5.00
2011 6,500,000 5.00 2017 5,000,000 5.00
2012 6,500,000 5.00 2018 4,250,000 5.00
2013 6,500,000 5.00

The Bonds are being issued in fully registered form only. Interest on the Bonds is payable on
December 1, 2005, and semiannually thereafter on June 1 and December 1 in each year. The Bonds
are subject to redemption prior to their scheduled maturity as provided in the Indenture (as hereinafter
defined).

In connection with the issuance of the Bonds, we have reviewed the Indenture; the tax
certificate of the Corporation dated the date hereof (the "Tax Certificate™); certificates of the
Corporation, the Trustee and others; and such other documents, opinions and matters as we deemed
necessary to render the opinions set forth herein.
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The opinions expressed herein are based on an analysis of existing laws, regulations, rulings
and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hercof. We
have not undertaken to determine, or to inform any person, whether any such actions or events are
taken or do occur. We disclaim any obligation to update this letter. We have assumed the
genuinencss of all documents and signatures presented to us (whether as originals or as copies) by any
parties other than the Corporation and the due and legal execution and delivery thereof by any parties
other than the Corporation. We have not undertaken to verify independently, and have assumed,
accuracy of the factual matters represented, warranted or certified in the documents referred to in the
preceding paragraph. Furthermore, we have assumed compliance with the covenants and agreements
contained in the Indenture and the Tax Certificate, including (without limitation) covenants and
agreements compliance with which is necessary to assure that future actions, omissions or events wil}
not cause interest on the Bonds to be included in gross income for federal income tax purposes. We
call attention to the fact that the rights and obligations under the Bonds, the Indenture (as hereinafter
defined) and the Tax Certificate may be subject to bankruptcy, insolvency, reorganization,
arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting creditors'
rights, to the application of equitable principles and to the exercise of judicial discretion in appropriate
cases. We express no opinion with respect to any indemnification, contribution, choice of law, choice
of forum or waiver provisions contained in the foregoing documents. Finally, we express no opinion
as to the Official Statement or other offering material relating to the Bonds.

The Bonds are authorized and issued pursuant to the Act and a resolution of the Corporation
adopted on June 27, 2005, (the "Resolution”) and are issued pursuant to an indenture between the
Corporation and U.S. Bank National Association, as successor trustee, (the "Trustee") dated as of June
1, 2002 (the "Master Indenture") and a supplemental indenture by and between the Corporation and
the Trustee, dated as of July 1, 2005 (the "Supplemental Indenture” and, together with the Master
Indenture, the "Indenture").

Based on the foregoing, we are of the opinion that:

1. Under the Constitution and laws of the State, the Corporation has been duly
created and organized and validly exists as a public corporation and government
instrumentality in good standing under the laws of the State of Alaska, performing an essential
public function with full corporate power and authority, among other things, to carry out the
student loan program to be financed in part by the issuance of the Bonds, to provide funds
therefor by the execution of the Indenture and the issuance and sale of the Bonds, and to
perform its obligations under the terms and conditions of the Indenture.

2. The Indenture has been duly authorized, executed, and delivered and
constitutes a legal, valid, and binding instrument enforceable against the Corporation in
accordance with its terms.
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3. The Bonds are legal, valid, and binding special, limited obligations of the
Corporation for the payment of which, in accordance with their terms, the Trust Estate (as
defined in the Indenture) has been legally and validly pledged, and the Bonds are entitled to
the cqual benefit, protection, and security of the provisions, covenants, and agreements of the
Indenture on a parity with other bonds of the same Class (as such term is defined in the
Indenture) issued and to be issued under the Indenture, to the extent provided therein.

4, Interest on the Bonds is excluded from gross income of the owners thereof for
federal income tax purposes pursuant to Section 103 of the Code under existing statutes and
court decisions. It should be noted, however, that such interest is a specific preference item
for purposes of the federal alternative minimum taxes imposed on individuals and corporations
by the Code. The opinion set forth in the first sentence of this paragraph is subject to the
condition that the Corporation comply with certain arbitrage and rebate requirements set forth
in Section 148 of the Code that must be satisfied subsequent to the issuance of the Bonds in
order that interest thereon be, or continue to be, excluded from gross income for federal
income tax purposes. The Corporation has covenanted to comply with each such requirement.
Failure to comply with certain of such requirements may cause the inclusion of interest on the
Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance
of the Bonds. We express no opinion regarding other federal tax consequences arising with
respect to the Bonds.

5. Interest on the Bonds is exempt from taxation by or under the authority of the
State, except for inheritance and estate taxes and taxes on transfers by or in contemplation of
death.

Sincerely,

WOHLFORTH, JOHNSON, BRECHT,
CARTLEDGE & BROOKING

Cynthia L. Cartledge
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APPENDIX V

THE DEPOSITORY TRUST COMPANY

SAMPLE OFFERING DOCUMENT LANGUAGE
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

(Prepared by DTC - bracketed material may be applicable only to certain issucs)

1. The Bepository Trust Company {"DTC"), New York, NY, will act as securities depository for the
securitics (the "Securities”), The Securities will be issued as fully-registered securities registered in the name of Cede &
Co. (DTC's partnership nominee) or such other name as may be requested by an authorized representative of DTC. One
fully-registered Security certificate will be issued for [each issue of] the Securities, {each] in the aggregate principal
amount of {any] issue and will be deposited with DTC. [If, however, the aggregate principal amount of [any] issue exceeds
$500 million, one certificate will be issued with respect to ecach $500 million of principal amount, and an additional
certificate will be issued with respect to any remaining principal amount of such issue.]

2 DTC, the world's largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a "banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a "clearing corporation” within the meaning of the New York Uniform Commercial Code, and a "clearing
agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and
provides asset servicing for over 2 million issucs of U.S. and non-U.S. equity issues, corporate and municipal debt issues,
and money market instruments from over 85 countries that DTC's participants ("Direct Participants") deposit with DTC,
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants'
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S,
and non-U.S. seeuritics brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in turn, is owned
by a number of Direct Participants of DTC and Members of the National Securities Clearing Corporation, Government
Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC, GSCC,
MBSCC, and EMCC, also subsidiarics of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock
Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to
others such as both U.S, and non-1.5, securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect
Participants”). DTC has Standard & Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file
with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com,

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Sccurities on DTC s records. The ownership interest of cach actual purchaser of each Security
("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records, Beneficial Owners will not
receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to recejve written
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in
the Securities are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in Securities,
except in the event that use of the book-entry system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTCare registered
in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co. or such other
DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners
of the Securities; DTC's records reflect only the identity of the Direct Participants to whose accounts such Sccurities are
credited, which may or may not be the Beneficial Owners. The Direct or Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.
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5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants
to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will he governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time,
[Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to the
Security documents. For example, Beneficial Owners of Securitics may wish to ascertain that the nominee holding the
Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices be provided
directly to them.]

(6. Redemption notices shall be sent to DTC. 1f less than all of the Securities within an issue are being
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be
redeemed.]

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Securities unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual procedures,
DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede &
Co.'s consenting or voting rights to those Direct Participants to whose accounts Sceurities are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede &
Co. or such other nominee as may be requested by an authorized representative of DTC, DTC's practice is to credit Direct
Participants' accounts upon DTC's receipt of funds and corresponding detail information from Issuer or Agent, on payable
date in accordance with their respective holdings shown on DTC's records. Payments by Participantsto Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in "street name,” and will be the responsibility of such Participant and not of DTC
[nor its nominee], Agent, or Issuer, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may
be requested by an authorized representative of DTC) is the responsibility of Issuer or Agent, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners shall be the responsibility of Direct and Indirect Participants.

[S. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through its
Participant, to [ Tender/Remarketing] Agent, and shall effect delivery of such Sccurities by causing the Direct Participant
to transfer the Participant's interest in the Securities, on DTC's records, to [ Tender/Remarketing] Agent. The requirement
for physical delivery of Securities in connection with an optional tender or a mandatory purchase will be deemed satisfied
when the ownership rights in the Sccurities are transferred by Direct Participants on DTC's records and followed by a
book-entry credit of tendered Securities to [Tender/Remarketing] Agent's DTC account. ]

10. DTC may discontinue providing its services as depository with respect to the Securities at any time by
giving reasonabie notice to Issuer or Agent. Under such circumstances, in the event that a successor depository is not
obtained, Security certificates arce required to be printed and delivered.

11. The Issuer may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Security certificates will be printed and delivered.

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