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$88,305,000 State Projects Revenue Bonds, 2005 Series A

Cusip
Maturity Principal Interest Number
Date Amount Rate Yield 011856W
January 1, 2006 $6,305,000 5.00% 2.60% BC4
July 1, 2008 6,000,000 5.00 2.65 BD2
January 1, 2007 6,000,000 5.00 2.81 BEO
July 1, 2007 6,000,000 5,00 2.89 BF7
January 1, 2008 5,500,000 5.00 3.02 BG5
July 1, 2008 5,500,000 5.00 3.08 BH3
January 1, 2009 5,500,000 5.00 3.18 BJ9
July 1, 2009 5,000,000 5.50 3.26 BK&
January 1, 2010 5,000,000 5.00 3.37 BL4
July 1, 2010 5,000,000 5.50 3.42 BM2
January 1, 2011 5,000,000 5.00 3.53 BNO
July 1, 2011 4,500,000 5.00 3.60 BP5
January 1, 2012 4,500,000 5.25 3.69 BQ3
July 1, 2012 4,250,000 5.25 3.74 BR1
January 1, 2013 4,250,000 5.25 3.84 BS9
July 1, 2013 4,000,000 5.25 3.88 BT7
January 1, 2014 3,000,000 5.25 3.93 BU4
July 1, 2014 3,000,000 5.25 3.97 BV2

{1) CUSIP numbers have been assigned to the 2005 Bonds by Standard & Poor's CUSIP Service Bureau, a division of the MeGraw Hill Companies,
Inc., and are included solely for the convenience of the owners of the 2005 Bonds. The Corporation is not responsible for the selection or
correctness of the CUSIP numbers set forth above.



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 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 Underwriter has provided the following sentence for inclusion in this Official Statement. The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibility to investors under 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.

The information set forth in this Official Statement has been provided by the Corporation and other
official sources, all of which are believed by the Corporation 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 are 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.

IN CONNECTION WITH THIS OFFERING OF THE 2005 BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICES OF
THE 2005 BONDS OFFERED HEREBY AT LEVELS ABOVE THOSE THAT MIGHT OTHERWISE PREVAIL
IN THE OPEN MARKET SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUE 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 WILL NOT BE LISTED ON ANY STOCK OR OTHER SECURITIES
EXCHANGE. NEI'THER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER FEDERAL,
STATE, OR OTHER GOVERNMENTAL ENTITY OR AGENCY HAVE PASSED UPON THE ACCURACY OR
DETERMINED THE ADEQUACY OF THIS OFFICIAL STATEMENT OR APPROVED THE 2005 BONDS
FOR SALE. THE INDENTURE WILL NOT BE QUALIFIED UNDER THE TRUST INDENTURE ACT OF
1939, AS AMENDED.

Other than with respect to information concerning Financial Security Assurance Inc. (“FSA”) contained
under the caption “INSURANCE ON THE 2005 BONDS” and Appendix VII- “FORM OF MUNICIPAL BOND
INSURANCE POLICY” herein, none of the information in this Official Statement has been supplied or verified
by FSA and FSA makes no representation or warranty, express or implied, as to (i) the accuracy or completeness
of such information; (i) the validity of the 2005 Bonds; or (iii) the tax exempt status of the interest on the 2005
Bonds.

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 Official 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 have the meanings set forth in the
definitional subsection of Appendices IT and III of this Official Statement entitled "THE INDENTURE" and "FIRST
SUPPLEMENTAL INDENTURE," respectively.

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,

Authority

The 2005 Bonds will be issued and secured pursuant to the Alaska Statutes 14.42.100 through 14.42.990, as
amended (the "Act"} and a resolution of the Corporation adopted February 24, 2005, and are issued pursuant to the
Indenture by and between the Corporation and U.S. Bank National Association, Seattle, Washington (the "Trustee"),
dated March 1, 2005 (the "Master Indenture”) and the First Supplemental Indenture, dated March 1, 2005, by and
between the Corporation and the Trustee (the "First Supplemental Indenture,” and together with the Master Indenture,
the "Indenture").

Purpose of the 2005 Bonds

The proceeds of the 2005 Bonds, together with other available funds of the Corporation, will be used (i) by the
State of Alaska for project expenditures; (i) 10 satisfy the Capital Reserve Requirement, and (iii) to pay the 2005 Bond
issuance costs.

Form of the 2005 Bonds

The 2005 Bonds will be issued as fully registered bonds without coupons and, when issued, will be registered
in the name of Cede & Co., as registered owner and nominee of The Depository Trust Company, New York, New York
("DTC"). DTC will act as securities depository of the 2005 Bonds. Purchases of beneficial ownership interests in the
2005 Bonds will be initially made in book-entry formonly, in principal amounts of $5,000 and integral multiples thereof.
Purchasers will not receive certificates representing such beneficial interests in the 2005 Bonds purchased. So long as
DTC, or its nominee, Cede & Co., is the registered owner (the "Holder"} of all the 2005 Bonds, upon receipt of payments
of principal and interest, DTC will in turn remit such principal and interest to DTC pasticipants for subsequent
disbursement to the purchasers of beneficial interests in the 2005 Bonds. See "APPENDIX VI--INFORMATION
REGARDING THE DEPOSITORY TRUST COMPANY--Book Entry System” herein.

Class and Bond Characteristics
The Master Indenture provides that the Corporation may designate Classes of Bonds in any Supplemental

Indenture. Unless otherwise designated, any Bond is presumed to be of the highest Class and such highest Class will
be referred to as Class I. The 2005 Bonds are designated Class I Bonds. The Corporation reserves the right {o issue



additional Bonds under the Master Indenture with Class designation the same as, or diflerent from, the designations given
1o the 2005 Bonds.

Interest Payments

Interest on the 2005 Bonds will be payable semi-annually on January 1 and July 1 of each year, with the first
interest payment date being July 1, 2005.

Bond Insurance

Payment of the regularly scheduled principal of and interest on the 2003 Bonds when due, will be insured by
a municipal bond insurance policy (the "Policy”) o be issued concurrently with the delivery of the 2005 Bonds by
Financial Security Assurance Inc. ("FSA"). See "APPENDIX III - FIRST SUPPLEMENTAL INDENTURE - ARTICLE
VI - RIGHTS OF THE BOND INSURER."

Security for the 2005 Bonds

The 2005 Bonds will be special, limited obligations of the Corporation payable solely from the Trust
Estate (as such term is defined herein). The 2005 Bonds will be secured on an equal and ratable basis under the
Indenture by a pledge of all right, title, and interest of the Corporation in (i) Pledged Loans, Pledged Receipts, and
Pledged Loan Notes including all extensions and renewals of the terms thereof, if any, together with all righ, title, and
interest of the Corporation therein, including, 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, Lo 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; (ii) all Funds
and Accounts and moneys and securities held by the Trustee including, but not limited to, undisbursed proceeds of the
2005 Bonds, amounts held under the Indenture, and any and all other real or personal property of every name and nature
by delivery or by writing of any nature conveyed, morigaged, pledged, assigned, or transferred as and for additional
security under the Indenture, to the extent so conveyed, mortgaged, pledged, assigned, or transferred by the Corporation
or by anyone on its behalf, or with its wrilten consent, to the Trustee; and (iii) any and all proceeds of the foregoing,
subject, in all cases, 1o the terms and provisions of the Indenture governing the use and application of all such property
and rights in property. See "SECURITY FOR THE 2005 Bonds”" herein.

LUpon compliance with certain requirements specified in the Indenture, the Corporation may modify and/or
withdraw, free and clear of the licn created by the Indenture, Pledged Loans, cash, and other property credited (o the
Indenture. See "SECURITY FOR THE 2005 Bonds--Funds and Accounts Under the Indenture” herein.

Capital Reserve Fund

The Indenture establishes a Capital Reserve Fund that secures the 2005 Bonds. The Capital Reserve Fund will
contain amounts deposited therein from proceeds of the 2005 Bonds, amounts transterred from the Revenue Fund and
other Funds and Accounts established under the Indenture and other available sources. The Indenture requires that
amounts held in the Capital Reserve Fund be maintained at the "Capital Reserve Fund Requirement." Under the terms
of the Indenture, all or any portion of the Capital Reserve Fund Requirement may be satisfied by the deposit with the
Trustee of Eligible Capital Reserve Assets. See "APPENDIX HI - FIRST SUPPLEMENTAL INDENTURE -
ARTICLE I - Definitions."

The Capital Reserve Fund Requirement means, at any lime, Eligible Capital Reserve Assets in an amountequal
1o the feast of the following: (1) 10% of the stated principal of Bonds then QOutstanding; (i} 125% of the average annual
principal and interest requirements on all Bonds then Outstanding; or (iii) the maximum annual principal and interest
requirements on all Bonds then Outstanding. The Capital Reserve Fund Requirement is expected 1o be approximately
$8,830,500 million upon issuwance of the 2005 Bonds.



Tax Status

The 2005 Bonds will be accompanied by an opinion of Wollforth, Johnson, Brecht, Cartledge & Brooking,
P.C., Bond Counsel, 1o the effect that, under existing statutes, regulations, rulings, and court decisions, interest on the
2005 Bonds (i) is not includable in gross income of Holders thereof for federal income tax purposes and {ii) is not treated
as a specific preference item to be included in calculating the alternative minimum tax on individuals and corporations,
but such interest is included in calculating the "adjusted current earnings" of certain corporations for purposes of
computing the alternative minimum tax. 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 orin contemplation of death, See "TAX EXEMPTION"
herein.

Moral Obligation

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

Redemption

The 2005 Bonds are not subject to redemption prior to their respective scheduled maturities.

iii



OFFICIAL STATEMENT

Relating to

Alaska Student Loan Corporation
$88,305,000
State Projects Revenue Bonds
2005 Series A

INTRODUCTION

This Official Statement, including the cover page and Appendices, sets forth information concerning the Alaska
Student Loan Corporation (the "Corporation™), the Alaska Student Loan Program (the "Program™), and the issuance by
the Corporation of its $88,305,000 State Projects Revenue Bonds, 2005 Series A (the "20035 Bonds"). All capitalized
terms used in this Official Statement and not otherwise defined herein shall have the meanings set forth in "TAPPENDIX
II - THE INDENTURE" or in "APPENDIX 11l - FIRST SUPPLEMENTAL INDENTURE."

The 2005 Bonds will be issued and secured under the Indenture, dated as of March 1, 2005 (the "Master
Indenture”) by and between the Corporatien and U.S. Bank National Association, Seattle, Washington, as trustee (the
"Trustee"), as supplemented by a First Supplemental Indenture dated as of March 1, 2005, by and between the
Corporation and the Trustee (the "First Supplemental Indenture,” and together with the Master Indenture, the
"Indenture™). The Trustee is also the Paying Agent and Registrar for the 2005 Bonds.

The Corporation will issue the 2005 Bonds and use the proceeds, together with other available funds of the
Corporation, to (i} pay for State of Alaska project expenditures, (ii) satisfy the Capital Reserve Requirement, and (iii)
to pay cosls of issuance of the 2005 Bonds.

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. The 2003 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 thereof. Issuance of the 2005 Bonds does
not directly, indirectiy, or contingently obligate the State or a political subdivision of the State to apply money from, or
levy or pledge, any form of taxation {o the payment of the 2005 Bonds. The Corporation has no taxing power. Sce
"SECURITY FOR THE 2005 BONDS."

DESCRIPTION OF THE 2005 BONDS

The following is a summary of certain provisions of the 2005 Bonds. For additional detailed information
relating to the 2005 Bonds, see "TAPPENDIX I1 - THE INDENTURE" or "APPENDIX Ii} - FIRST SUPPLEMENTAL
INDENTURE."

General

The 2005 Bonds will be dated, will mature, and will bear interest per annum as set torth on the inside cover page
of this Official Statement. The 2005 Bonds will bear interest {from their dated date until maturity or date of redemption.
Interest on the 2005 Bonds will be calculated on the basis of a three hundred sixty (360) day year consisting of twelve
thiny (30) day months. Interest on the 2005 Bonds will be payable semiannually on January | and July 1 of each year,
with the first Interest Payment Date being July 1, 2005. The 2005 Bonds will be initially registered in the name of Cede
& Co., as nominee of The Depository Trust Company, New York, New York ("DTC") and held in DTC's book-entry
system (the "Book-Entry System™). Individual purchases of interest in the 2005 Bonds will be made in book-entry anly
form in the principal amount of $5,000 or any integral multiple thereof within a maturity, So long as the 2005 Bonds
are held in the Book-Entry System, DTC (or a successor securities depository) or its nominee will be the registered



owner of the 20035 Bonds for all purposes of the Indenture, the 2005 Bonds, and this Official Statement, and payments
of principal of and interest on the 2005 Bonds will be made solely through the facilities of DTC, See, "APPENDIX VI--
INFORMATION REGARDING THE DEPOSITORY TRUST COMPANY --Book-Entry System” herein.

Delivery of Bond Certificates

In the event the Corporation, in its sole discretion, determines that the actual purchaser of each 2005 Bond
should obtain bond certificates, the Corporation may, at its own expense, execute and deliver the 2003 Bonds in the form
of fully registered certificates, which would be available for distribution to such purchasers or their nominees. Insuch
event, principal, redemption price (it any), and interest with respect to the 2005 Bonds will be payable to Bondholders
in accordance with terms of the Indenture.

Redemption Provisions
The 2005 Bonds are not subject to redemption prior to their respective scheduled maturities.
Additional Bonds

The Corporation may issue additional Series of Bonds under the Master Indenture from time to time, payable
on a lien basis senior to, on a parity with or subordinate 1o a Class or Classes of Outstanding Bonds. The issuance of
Additional Bonds is subject to, among other things, consent of the Insurer, and receipt of Rating Confirmation (including
confirmation of shadow rating) prior to issuance.

The Trustee

The Corporation has appointed U.S. Bank National Association, Seattle, Washington, as Trustee for the 2005
Bonds. The Trustee is to carry out such duties as are assigned 1o it under the Indenture. Inentering into and negotiating
the terms of the Indenture, the Trustee is not acting in any {iduciary capacity, the Trustee acts solely foritself and in its
own interests rather than on behalf of the Bondholders or prospective Bondholders. After issuance of the 2005 Bonds,
the Trustee acts pursuant to the specific terms of the Indenture. In doing so, the Trustee is a fiduciary only for the limited
purposes of carrying out those responsibilities explicitly described in the Indenture. The Trustee does not at any time
assume any other duties or become or agree 1o act as a general fiduciary with respect to the Bondholders. Except for
the contents of this paragraph, the Trustee has not reviewed or participated in the preparation of this Official Statement
and assumes no responsibility for the nature, contents, accuracy, or completeness of the information set forth in this
Official Statement or for the recitals contained in the Indenture or the 2005 Bonds, or for the validity, sufficiency, or
legal effect of any such documents. The Trustee has no oversight responsibility, and is not accountable, for the use or
application by the Corporation of any of the 2005 Bonds authenticated or delivered pursuant to the Indenture or the use
or application of the proceeds of such 2005 Bonds by the Corporation except lor amounts in the Reserve Fund. The
Trustee has not evaluated the risks, benefits, or propriety of any investment in the 2005 Bonds and makes no
representation and has reached no conclusion, regarding the value or condition of any assets pledged or assigned as
security {or the 2005 Bonds, or the investment quality of the 2005 Bonds, about all of which the Trustee expresses no
opinion and expressiy disclaims the expertise to evaluate.

PLAN OF FINANCING
General
The primary purpose of the issuance of the 2005 Bonds is to provide monies to the State of Alaska for capital
project expenditures. 2005 Bond proceeds will also be used to make a Capital Reserve Fund deposit and pay costs of

issuance of the 2005 Bonds.

In connection with the issuance of the 2005 Bonds, the Corporation will deposit certain non-federal education
loans (in an approximate principal amount of $90 million) into the Pledged Loan Fund. The Corporation will also



transfer certain cash and investments to the Capital Reserve Fund which, together with a portion of the 2005 Bond
proceeds, will satisfy the Capital Reserve Fund Requirement. See, "SOURCES AND USES TABLE" herein.

Assumptions Considered in Structuring the 2005 Bonds

In structuring the 2005 Bonds, the Corporation examined the existing education loan porifolio to be credited
to the Pledged Loan Fund under the Indenture. The Corporation then made certain assumptions regarding such loans
which the Corporation believes to be reasonable based upon its experience and which are not controverted by actual facts
known to the Corporation. The material assumptions made by the Corporation are summarized below. For additional
information on Pledged Loans, see "SECURITY FOR THE 2005 Bonds — The Pledged Loans" herein.

Characteristics of Pledged Loans. The characteristics of the Pledged Loans described inthe following charts
pertain only to those Pledged Loans as of December 31, 2004, and has been prepared by the Corporation:

Characteristics of

Borrower Pavment Status Pledged Loans

Amount Percentage
School $5,826,096 6.8%
Grace 942,175 1.1
Deferment 14,564,336 17.1
Repayment 63.777.894 75.0
TOTAL $85.110,501 100%

Characteristics of

Interest Rate Category Pledged Loans
Amount Percentage

7.8% $15,026,026 17.7%
8% 35,307,862 41.5
8.60% 7,345,627 8.6
8.90% 9,586,462 11.3

9% 17.844.524 20.9
TOTAL $85.110.501 100%

The characteristics of Pledged 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. Sce "SECURITY FOR THE 20035
BONDS - The Pledged Loans."



Loan Delinquencies and Defaults
The Pledged Loans are deemed to be in default when payments become one hundred eighty (180} days past due.
The current default rate for all Pledged Loans is 9.3% as of December 31, 2004. The Corporation has assumed a default

rate of 14% for management cash flow purposes,

The following table summarizes the delinquency rates for the Pledged Loans in repayment.

Aging Category Actual Percentage

Current $37,659,290 59.1%
30-59 days 8,322,988 13.0
60-89 days 4,081,526 6.4
90-119 days 2,162,610 34
120-170 days 3,024,576 5.7
180 or more 71.926.904 124

Total $63.777,894 100%

Program Expenses. It has been assumed that annual program expenses of the Corporation for Pledged

Loans held under the Indenture, which include the Corporation’s administrative expenses, the cost of servicing the
Pledged Loans, and the fees and expenses of the Trustee will be approximately one and one-quarter of one percent
(1.25%} of the aggregate principal amount of Pledged Loans.

Borrower Benefits. It has been assumed that the Corporation will provide an interest rebate on the
outstanding principal balance on Pledged Loans that will range {from three-tenths of one percent (.3%) to seven-tenths
of one percent {.79%) for all loans that carry an interest rate higher than eight and three-tenths of one percent (8.3%).

It has also been assumed that the Corporation will offer a quarter of one percent (,25%) interest rate reduction
on Pledged Loans being repaid using the Corporation’s Serial Easy Pay Plan ( "SEPP") or any successor program. The
SEPP allows horrowers (o repay Pledged Loans using an electronic recurring payment option.

INSURANCE ON THE 2005 BONDS

Set forth below is a brief summary of certain information concerning Financial Security Assurance Inc. (referred
to herein as "FSA” or "Insurer”) and the terms of the municipal bond insurance policy (defined below as the "Municipal
Bond Insurance Policy™). Information with respect to FSA has been supplied by FSA and no representation is made
herein as 1o the accuracy or adequacy of such information or as to the absence of material adverse changes in such
information subseguent to the date hereof. PURSUANT TO THE TERMS OF THE INDENTURE, FOR S0 LONG AS THE POLICY
SHALL BE IN EFFECT WITH RESPECT TO THE 2005 BONDS, THE INSURER SHALL BE CONSIDERED TO BE THE OWNER OF THE
2005 BONDS FOR PURPOSES OF VOTING OR GIVING CONSENTS UNDER THE INDENTURE. For a more complete description
of the rights of the Bond Insurer see "APPENDIX III -~ FIRST SUPPLEMENTAL INDENTURE.”

Bond Insurance Policy

Concurrently with the issuance of the Bonds, Financial Security Assurance Inc. ("Financial Security™) will issue
its Municipal Bond Insurance Policy for the Bonds (the "Policy”). The Policy guarantees the scheduled payment of
principal of and interest on the Bonds when due as set forth in the form of the Policy included as an exhibit to this
Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New York, California,
Connecticut or Florida insurance law,



Financial Sccurity Assurance Inc.

Financial Security is a New York domiciled financial guaranty insurance company and a whelly owned
subsidiary of Financial Security Assurance Holdings Lid. ("Holdings™). Holdings is an indirect subsidiary of Dexia,
S.A., a publicly heid Belgian corporation, and of Dexia Credit Local, a direct wholly-owned subsidiary of Dexia, S.A.
Dexia, S.A., through its bank subsidiaries, is primarily engaged in the business of public finance, banking and asset
management in France, Belgium and other European countries. No sharcholder of Holdings or Financial Security is
lHable for the obligations of Financial Security.

At September 30, 2004 Financial Security's total policyholders' surplus and contingency reserves were
approximately $2,255,933,000and its total unearned premium reserve was approximately $1,561,771,000 in accordance
with statutory accounting practices. At September 30, 2004, Financial Security's total sharcholder's equity was
approximately $2,612,989,000 and its total net unearned premium reserve was approximately $1,286,585,000 in
accordance with generally accepted accounting principles.

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings with the
Securities and Exchange Commission are hereby incorporated herein by reference. Also incorporated herein by reference
are any such financial statements so filed from the date of this Official Statement until the termination of the offering
of the Bonds. Copies of materials incorporated by reference will be provided upon request to Financial Security
Assurance Inc.: 350 Park Avenue, New York, New York 10022, Auention: Communications Depariment (telephone
(212) 826-0100).

The Policy does not protect investors against changes in market value of the Bonds, which market value may
be impaired as a result of changes in prevailing interest rates, changes in applicable ratings or other causes. Financial
Security makes no representation regarding the Bonds or the advisability of investing in the Bonds, Financial Security
makes no representation regarding the Official Statement, nor has it participated in the preparation thereof, except that
Financial Security has provided to the Issuer the information presented under this caption for inclusion in the Official
Statement.

SECURITY FOR THE 2005 BONDS
General

The 20035 Bonds will be special, limited obligations of the Corporation secured solely from the payment of a
pledge of, or lien on, the Trust Estate for the 2005 Bonds provided by the Indenture on an equal and ratable basis.

Property of the Corporation not expressly subject to the lien of the Indenture, including property withdrawn by
the Corporation from the Indenture free and clear of the lien created by the Indenture, may be applied by the Corporation
to any lawful purpose it shall elect, and none of the Holders of 2005 Bonds or the Trustee shall have any right or
authorily to question or restrict such application. The Corporation may modify and/or withdraw, free and clear of the
lien created by the Indenture, Pledged Loans, cash and other property credited to the Indenture upon compliance with
certain requirements specified in the Indenture.

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
THEREOF. ISSUANCE OQF 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
ORPLEDGE,ANY FORM OF TAXATION TO THE PAYMENT OF THE 2005 BONDS. THE CORPORATION HAS NO
TAXING POWER.



The 2005 Bonds are secured on an equal and ratable basis under the Indenture by a pledge of ait right, title, and
interest of the Corporation in, to, and under (i) the Pledged Loans, Pledged Receipts, and Pledged Loan Notes including
all extensions and renewals of the terms thereof, if any, together with all right, title, and interest of the Corporation
therein, including, but without limiting the generality ol 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,
10 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; (ii) all Funds and Accounts and moneys,
investments, and securities held by the Trustee including, but not limited to, undisbursed proceeds of the 2005 Bonds,
and any and all other real or personal property of every name and naturc by delivery or by writing of any nature
conveyed, mortgaged, pledged, assigned, or transferred as and for additional security under the Indenture, to the extent
so conveyed, mortgaged, pledged, assigned, or transferred by the Corporation or by anyone in its behalf, or with its
written consent, {o the Trustee; and (iii) any and all proceeds of the foregoing, subject, in all cases, to the lerms and
provisions of the Indenture govemning 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 created by the Indenture, Pledged Loans, cash, and other
property held under or credited to the Indenture. The foregoing security is collectively referred to as the "Trust Estate."

Payments of principal and interest on the 2005 Bonds is further secured by the Capital Reserve Fund. See
"SECURITY FOR THE 2005 BONDS — Capital Reserve Fund” herein.

Funds and Accounts Under the Indenture

The Indenture creales the State Projects Account as a special account within the Education Loan Trust Fund.
The Indenture creates within the State Projects Account, the following trust funds: the State Projects Fund, the Revenue
Fund, the Capital Reserve Fund, and the Pledged Loans Fund.

State Projects Fund. A State Projects Fund is established under the Indenture. Amounts held in the State
Projects Fund will only be used (o pay (i) costs of the State Projects, (ii) Costs of Issuance of the Bonds, (iii) the principal
of or Redemption Price, if any, and interest on the Bonds, or (iv} for such other purpose as the Corporation may direct
in writing.

Revenue Fund. Pledged Receipts, together with all other funds received under the Indenture and not otherwise
directed under the Indenture, will be credited to the Revenue Fund, except that Pledged Receipts which are investment
carnings of the Capital Reserve Fund will be credited 1o the Capital Reserve Fund. Funds credited to the Revenue Fund
will be transferred at any time in the order and amounts prescribed below:

(1) to the Corporation, the amount certified in writing by the Corporation as necessary to make any rebate
payments or Yield Reduction Payments required to comply with the Indenture;

(2) to the Interest Account, the amount necessary Lo increase the amount in such Account so thal 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);

(3) to the Principal Account, the amount necessary to increase the amount in such Account so that it at least
equals the unpaid Principal Installment 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 principal);

{4) to the Interest Account first and Principal Account second to make the payments described in (2) and (3)
above, By Class in Descending Order of Priority with respect to any Qutstanding Bonds other than Class I Bonds;

(5) to the Capital Reserve Fund, the amount, if any, necessary to canse the amount in such fund to equal the
Capital Reserve Requirement;



{6) 10 the Corporation, as directed in writing, for the payment of Program Expenses, or the establishment of
reserves therefor, the amount needed and required 10 pay a portion of the reasonable and necessary Program Expenses;
provided that the amount so paid to the Corporation or set aside in reserve during any Fiscal Year {or 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 and supported
with a Rating Conformation;

(7) any remaining amounts shall be held in the Revenue Fund and applied as provided in the foregoing
paragraphs or otherwise as provided in the Indenture.

Interest Account and Principal Account. The Indenture creates within the Revenue Fund the Interest Account
and Principal Account.

The Trustee will pay out of the Interest Account to the Paying Agent for the Bonds (1) on or before each Interest
Payment Date, the amounts required for the payment of interest due on the Qutstanding Bonds on such date and (ii) 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 is otherwise provided lor.

The Trustee will pay out of the Principal Account to the Paying Agent for the Bonds on or before each Principal
Installment Date the amount, if any, required for the payment of principal due on such date, and such amount will be
applied by the Paying Agent to such payment.

Capital Reserve Fund. The Act provides that, for the purpose of securing one or more issues of bonds of the
Corporation, the Board may establish one or more special funds, called "Capital Reserve Funds," and may pay into those
capital reserve funds the proceeds of the sale of bonds and other meney made available to the Corporation for the
purposes of the capital reserve funds. The Capital Reserve Fund established under the Indenture is such a “capital
reserve fund." A capital reserve fund may be established only if the Board determines that the establishment of the fund
would enhance the marketability of the bonds. The Board has so found with respect to the 2005 Bonds.

Money in the Capital Reserve Fund may be used as required only for the (i) payment of the principal of, and
interest on, the Bonds or of the Sinking Fund Installments with respect to the Bonds; (ii) purchase or redemption of
Bonds; or (iii) payment of a redemption premium required 1o be paid when Bonds are redeemed before maturity.
However, money in the Capilal Reserve Fund may not be withdrawn if the withdrawal would reduce the amount therein
to {ess than the "Capital Reserve Fund Requirement,” except for the purpose of making payment, when due, of principal
of or interest or redemption premiums on Bonds.

Allincome earncd or gains realized as a result of investments of amounts on deposit in the Capital Reserve Fund
will remain therein unless the Trustee determines there is an excess of the Capital Reserve Fund Requirement and
transfers such excess to the Revenue Fund.

Upon redemption of Bonds of a particular Series with amounts other than those on deposit in the Capital
Reserve Fund, the Trustee will calculate the amount by which the amount on depositin the Capital Reserve Fund exceeds
the Capital Reserve Fund Requirement immediately following the redemption of Bonds and such excess will on the
redemption date be transferred into the Revenue Fund.

The Capital Reserve Fund Requirement for the Bonds, including the 2005 Bonds, is an amount equal to the [east
of the following (i} 0% of the stated principal of Bonds then Outstanding; (ii) 125% of the average annual principal and
interest requirements on all Bonds then Outstanding; or (fii) the maximum annual principal and inlerest requirements
on all Bonds then Outstanding. The Capital Reserve Fund Requirement is expected to be approximately $8,830,500
million upon issuance of the 2005 Bonds.

The Indenture permits the Corporation to {und the Capital Reserve Fund with Eligible Capital Reserve Assets,
which include, among other things, letters of credit, surety bonds, and investment agreements.



The Act requires that the Chair of the Board cerlify in writing to the Governor and the State Legislature, by
January 15 of each year, if any amount is required to restore a Capital Reserve Fund to the Capital Reserve Fund
Requirement, The State Legislature may, but is not obligated 10, appropriate o the Corporation the amount certified by
the Chair. The Corporation is required to deposit the amounts appropriated during a fiscal year in the proper capital
reserve fund. This {eature of the Act does not create a debt or Liability of the State.

Pledged Loans Fand. (A) Upon payment or redemption of all the Qutstanding 2005 Bonds and payment in
full to FSA of all amounts due under the Insurance Agreement, the balance, if any, remaining in the Pledged Loans Fund
will be transferred to the Corporation free and clear of the lien and pledge of the Indenture. Atany time, the Corporation
may direct the Trustee to withdraw Pledged Loans or other property from the Pledged Loan Fund, and the Trustee shall
withdraw such Pledged Loans or other property and deliver them o the Corporation free and clear of the lien and pledge
of the Indenture, provided that:

(6] the Trustee and FSA receives a Rating Confirmation taking into consideration such withdrawal of
Pledged Loans or other property;

(i) the Trustee and FSA receives from the Corporation a Certificate that no Event of Default and no
payment default with respect to the 2005 Bonds exists or remains uncured, and no Event of Default
or payment default with respect to the 2005 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; and

(iv) the Corporation certifies to the Trustee and FSA that all conditions precedent to the withdrawal of
Pledged Loans and other property pursuant the Indenture will have been satisfied.

(B) The Corporation may at any time sell, assign, transfer or otherwise dispose of a Pledged Loan at a price
(i) at least equal to the principal amount thereof (plus accrued interest) (a) when the amounts on deposit in the Funds
created by the Indenture are at least egual to the principal amount of the Outstanding 2005 Bonds or (b) to pay current
debt service on the 2005 Bonds; or {ii} lower than the principal amount thereof {plus accrued interest) if the Corporation
delivers 1o the Trustee a Rating Confirmation taking into consideration such sale, assignment, transfer, or other
disposition of such Pledged Loan at such lower price. The Corporation will sell Pledged Loans if necessary to prevent
the occurrence of an Event of Default. The Corporation will also sell Pledged Loans if necessary to prevent a default
in the payment of the principal of or interest on any of the 2005 Bonds when due, unless such sale would cause an Event
of Defauit to occur.

Creation of Additional Funds, Accounts and Subaccounts. The Trustee will establish within any Fund such
Accounts, in addition to the Accounts established under the terms of the Indenture, for the purposes of such Fund as the
Corporation may direct in wriling and will in [ike manner establish within any Account such additional subaccounts for
the purposes of such Account as the Corporation so determines.

The Pledged Loans
General

The Pledged Loans consist of alternative loans originated from July 1, 1987 through June 30, 2002. Borrower
eligibility criteria varied depending on the year of origination.

Loans made July I, 1987 through June 30, 1995, do not bear interest while a student is in academic good
standing and is enrolled or in deferment as described below. These loans do, however, accrue interest during a twelve-
month grace period following termination of eligible enrollment, although such interest is not due and payable during
such peried.



Loans made on or after July 1, 1993 through June 30, 1996 do not bear interest while a student is in academic
good standing and enrolled or in deferment as described below. These loans accrue interest during a six-month grace
period following termination of full-time enrollmeny, although it is not due and payable during such period. The
Corporation capilalizes unpaid accrued interest on these loans at the end of the grace period.

Loans made on or after July 1, 1996 through June 30, 2002 do not bear interest while a student-borrower is in
academic good standing and continuously enrolled at least half-time. These loans accrue interest during deferment as
described below and during a six-month grace period following termination of half-time enroliment. The Corporation
capitalizes unpaid accrued interest at the end of the grace and deferment periods for these foans.

The Corperation credits the first loan payments in the repayment period to accrued interest. During this lime,
interest continues 1o accrue on the loans but not on the accrued interest.

Repayment of the principal of, and interest on, a loan begins no later than one year after the borrower’s eligible
enrollment terminates for loans made on or before June 30, 1995, and six monihs after such termination for loans made
after June 30, 1995 through June 30, 2002. Full-time Pledged Loans awarded on or before June 30, 1996, provided for
repayment of the total amount owed in periodic installments over (en years from the commencement of repayment,
except as provided below with respect to deferments, and full-time Pledged Loans awarded after June 30, 1996, provide
for repayment of the total amount owed in periodic installments over 13 years from the commencement of repayment,
except as provided below with respect to deferments. 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
earlier than required.

Pledged Loans may be eligible for various loan deferments. Periodic installments of principal and interest are
deferred on all loans (except as provided in the next paragraph) during the deferment periods described in the next
sentence and, for loans made prior to July 1, 1996, interest also does not accrue during such periods. These deferment
periods apply while a student-borrower is: (1) returned 1o enrolled student status at an accredited institution; (2) serving
an initial period of up to six years of active duty as a member of the armed forces or public healih services of the United
States; (3) serving up to three years as a full-time volunteer under the Peace Corps Act; (4) serving up to three years a
full-time volunteer under the Domestic Volunteer Service Act of 1973; (5) seeking and unable to find employment in
the United States (but only for a one-time period of up to twelve months); and (6} any period during which borrower is
fifty percent (509%) or more disabled as certified by a competent medical authority. For Pledged Loans made on or before
June 30, 1996, there is a six-month grace period following any of the deferment periods. However, interest accrues
during that six-month grace period following deferment on loans made July 1, 1987 through June 30, 1995. For Pledged
Loans made after June 30, 1996, the Program provides for a loan deferment for up to two years if the borrower serves
as a full-time volunteer under the National and Community Service Trust Act of 1993 (Americorps). Periodic
installments of principal and interest are deferred and interest will accrue during that deferment period on all loans.
There is no grace peried following this deferment.

For loans made on or after July 1, 1996, periodic installments of principal and interest are deferred during the
periods described in the preceding paragraph; however, interest accrues during those periods and (1) the deferment period
is limited 1o three years during the borrower’s active duty as a member of the armed forces of the United States (rather
than six years); and (2) a borrower must be 100% disabled as certified by a competent medical authority (rather than 50%
or more disabled). There is no grace period following the deferment periods on foans made after June 30, 1996.

In case of hardship, the Commission may extend repayment of a loan for an additional period of up to five years.
Additionally, the Commission may provide the borrower wilh a loan forbearance or alternative repayment schedule to
provide short- or long-term payment relief,

Half-Time Education Loans. In 1991 an amendment to the Act allowed the Commission to award loans to half-
time students beginning July 1, 1991, Eligibility requirements for half-time Pledged .oans are similar to that of full-time
Pledged Loans, except that the student: (1) must be or intend Lo be enrolied at an eligible in-State institution, or enrolls
in an out-of-state institution but is physically present in the State when attending the program; (2) must be or intend to



be enrolled as at least a half-time student (2 minimum of six undergraduate or graduate hours or a minimum of fifteen
hours per week or a minimum of twelve weeks for vocational students) during the period for which the loan is requested.
Deferment rights are similar o full-time Pledged Loans,

SOURCES AND USES TABLE

In connection with the issuance of the 2005 Bonds, the following table details the application of the 2005 Bond
proceeds and the transfer by the Corporation of education loans and cash.

SCGURCES

Principal Amount of the 2005 Bonds $88,305,000
Corporation Contribution (education loans)'” 85,110,501
Corporation Contribution (cash) 650,340
Premium/Discount 5.949.660
Total $180,015,501
USES

Deposil to State Projects Fund $85,000,000
Deposit to the Capital Reserve Fund 8,830,500
Deposit 1o Pledged Loans Fund 85,110,501
Underwriter's Discount and Issnance Costs " 971,355
Deposit to Revenue Fund 103.145
Total $180.015.501

(*) Excludes Accrued Interest on Student Loans
(**) Inciudes bond insurance premium.

Collateralization. Uponthe issuance of the 2005 Bonds, and after giving effect to the contributionof education
loans and cash by the Corporation described above under "Use of Funds," it is anticipated that the principal amount of
Pledged Loans and the value of other assets pledged under the Indenture will be equal 1o approximately 112% of the
aggregate principal amount of the 2005 Bonds. The Indenture does not require that any level of collateralization be
maintained but does require that certain tests be satisfied prior to the removal of assets from the lien of the Indenture.

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 te enable residents of the State to evaluate their postsecondary educational needs and
available resources, Lo 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 Commission 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 Execulive Director then appoints
persons Lo 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,
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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 1o the Executive Directlor. The four divisions are Finance, Loan
Operations and Qutreach, 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 McBonough.
The Loan Operations and Quireach Division is directed by Ms. Stephanie Butler. This Division is responsiblc for citizen
outreach and program marketing initintives, 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 antomaied loan servicing system software, hardware, mainframe and
internet connectivily reside within this Division, The fourth division is the Executive Office, which in addition 1o the
Executive 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 internal audit, human resource management, institutional authorization, and
procedural compliance with all relevant State and federal statutes, regulation and subregulatory policies.

As of January 1, 2005, the Commission had one hundred and four employees. These positions are assigned as
follows: six to the Executive Office, twelve to Finance, seventy o Loan Operations and Outreach, and sixieen to
Information Support Services.

Exccutive 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-appoeinted by Governor 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 Educalion Execulive Officers for the
State. Ms. Barrans currently serves as Chair-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, Priorto joining
the Commission, Ms. King was the Accountant IV/Controller for the Alaska Industrial Development and 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 [ield in a variety of capacities. Ms. King received a bachelor of science degree in business administration
from University of Texas at Dallas in 1989,

Ms. Elizabeth McDonough, Senior Accountant. Ms. McDonough originally 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 1o 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 Outreach. 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 October 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 Cerlified Government Professional. Ms. Butler received a master of science in business
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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, Dedson 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 commiitee for the Guaranteed Student Loan Users Group. The Commission services the Corporation’s loan
pertfolio 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 Yocational School in Tucumecari, New Mexico, in 1988.

Mr. Frank Love, Administrative Officer. Mr. Love joined the Commission in July 1997. Prior o joining the
Com-mission, Mr. Love's professional life was substantially spent as a 32-year career member of the United States Coast
Guard. Forthe latter eighteen years of his service, Mr. Love served in various capacities as a human resources manager,
engaged in personnel management, employee relations, career development, and staff Lraining initiatives. Mr. Love has
received centificates in Human Relations from the Defense Equal Opportunity Management Institute and Chief Petty
Officer Training from the U.8. 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 10 the Executive Officer of the Corporation (the "Executive Officer”), who is also the
Executive Director of the Commission.

The principal office of the Corporation is located at 3030 Vintage Boulevard, Juneau, Alaska 99801-7109. The
telephone number for the Corporation is (907) 465-6740. The Attorney General of the State serves as counsel 1o the
Corporation.

The Corporation has previously issued the following bonds: (1) $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 $267,930,000
amount is currently outstanding, (i} $224,615,000 principal amount of Education Loan Revenue Bonds under a master
indenture dated as of Junc I, 2002, as amended and supplemented, of which $198,215,000 amount is currently
outstanding, and (iii) $75,140,000 principal amount of Capital Project Revenue Bonds under an indenture dated February
1, 2004, of which $69,175,000 is currently ontstanding.

Corporation Membership
The Board consists of two members of the Commission, 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 Lo 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 {irst

delegates to the Board).

Name and Location

Randy Simmons, Chair
Anchorage, Alaska

Bobeltte Bush, Vice Chair
Aniak, Alaska

William A. Corbus
Juneau, Alaska

Tom Boutin, First Delegate
Juncau, Alaska

Ray Matiashowski
Juneau, Alaska

Principal Occupation

Vice President, JL. Properties, Inc.
Commission Member

School District Superintendent, Retired
Commission Member

Commissioner
Alaska Department of Revenue

Deputy Commissioner
Alaska Department of Revenue

Commissioner
Alaska Department of Administration

Edgar Blatchford Commissioner
Juneau, Alaska Alaska Department of Commerce, Community
and Economic Development

Greg Winegar, First Delegate Director of the
Juneau, Alaska 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. Mr. Simmons currently
is the Vice President of operations at JL Properties, Inc. in Anchorage, where he oversees the management of
commercial and residential properties and promotes the development of new projects. He previously served as
Development and Finance Manager of the Alaska Industrial Development and Export Authority, coordinating economic
development projects and the development of policy, and was promoted to Chiel Executive Officer with the
responsibility for encouraging economic development and diversification in the Staic. As CEOQ, he also served as the
CEO of the Alaska Energy Authority, a billion-dollar State corporation responsible for State-owned energy projects,
State energy policy, and rural energy programs. He has served as comptroller for the Alaska Department of
Transportation and Public Facilities where he was promoted to Depuly 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 lax manager
and supervisor at Coopers & Lybrand, CPA's, in Anchorage. Mr. Simmons earned 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 certified
public accountant and a member of the Alaska State Bar,

Ms. Bobetre D. Bush, Vice Chair of the Corporation and Member of the Commission. Ms. Bush was appointed
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. Shereceived her bachelor of aris degree in 1969 from Whitman College
in Walla Walla, Washington, and a master of edueation degree in 1988 [rom the University of Alaska-Fairbanks. Her
professional experience includes 11 years of teaching, 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 superiniendent. Ms. Bush currently serves as a
member of the College of Rural Alaska Council, Bethel Broadcasting, Incorporaled, and the Kuskokwim College
Council.

13



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 Benetits, Senior Services, and the Qil 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 also served as legistative aide and Chief of Staff to Senator Lloyd Jones. Mr. Matiashowski is a
member of Omicron Delta Epsiton and the International Honor Society in economics. He earned his Bachelor of Arts
in economics from the University of Washington, and is a 1983 graduate of the inslitute on comparative political and
economic systems, Georgetown University.

Mr. William A. Corbus, Conumissioner, Deparnnent of Revenue. Mr. Corbus was appointed Commissioner on
December9, 2002. Mr. Corbus recently retired as president of Alaska Electric Light and Power Company, the electrical
utility for Juneau, 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 masler'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 after
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 appointed 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 engineer for Ketchikan Pulp Co. and as atimber faller, rigging slinger and equipment operator for
various logging and road building firms. He bought and sold logs, lumber, veneer 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
gxperience 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 [rom the University
of New Hampshire, and an MBA in Finance from the University of Oregon. He has lived in Juneau for the past 21 years,

Mr. Edgar Blatchford, Commissioner, Department of Conunerce, Community 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 Joumnalism 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 earned a Bachelor of Arts degree
from Alaska Methodist University in 1973, a Juris Dector 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 lerms 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 opportunitics.

Greg Winegar, Director of the Division of Investments. (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 agencies, representing
approximately 3,500 accounts totaling $250 miilion. 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 Staie 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.
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Staffing of the Corporation

The staff of the Commission also serves as staff of the Corporation in accordance with the Acl. The
Corporalion 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 authority to: (i) make
and execule agreements, contracts, and other instruments necessary or convenient in the exercise ot the powers and
functions of the Corporation, including contracts with a person or governmental entity; (ii) 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
education loans; (vii) sell, or participate in the sale, cither public or private and on terms authorized by the Board, of
education loans to other purchasers; (viii) collect and pay reasanable fees and charges in connection with the purchase,
sale and servicing of education loans; (ix) enter into agreements with the Commission relating to education 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.

LOAN SERVICING AND COLLECTION
General

The Commission services education loans owned by the Corporation except to the extent that certain collection
activities are delegated to private contractors. The Pledged Loan Notes evidencing the Pledged 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 ils own independent staff; the statf of the
Commission serves as stalf of the Corporation.

The Commission presently uses education loan servicing software from Charter Accounts Systems, Inc. to

service the Pledged Loans. The purchase of the software included the source code, the possession of which enables the
Commission programming staff to enhance the reporting capabilities.
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Servicing of Pledged Loans

The Commission services the portiolio of Pledged Loans owned by the Corporation. The Corporation may,
in the future, use any other entity or person o service its loans. The Corporation expects that all Pledged Loans pledged
as security for payment of the 2005 Bonds will be serviced by the Commission or another servicer. The servicer will
maintain custody of the Pledged Loans pursuant to a Custody Agreement with the Corporation and the State of Alaska.

Loan Repayment. Provided the borrower continues to make scheduled monthly payments, the borrower receives
a monthly bilt from the Commission and remains in the repayment cycle until the Pledged Loan is paid in full. At that
time, a "paid in fuil" letter and the cancelled promissery note is sent to the borrower.

Activity Prior to Default. When a borrower fails to make a payment when due, the borrower's next billing
stalement contains text reminding the borrower that the payment is delinquent, The past due status is reflected in each
subsequent monthly billing until the Pledged 1.oan is brought current. In addition, during the time that the scheduled
payment is between thirly (30) and one hundred eighty (180) days past due, due diligence stalf make attempts, by
telephone and regular mail, to contact the borrower in each 30-day period. If the borrower fails 1o respond to the contact
or fails to bring the account current, or if the borrower makes arrangements to bring the account current but fails to keep
the arrangement, the Pledged Loan will be manually reviewed by staff, If the following criteria are met, the Pledged Loan
is eligible for transfer to a collection agency for further collection action: (i) the Pledged Loan is at least two hundred
seventy (2700 days past duc; (1i) the borrower has failed to contact the Commission to make alternate payment
arrangements or has made alternate payment arrangements but has not kept the arrangement; (iii) the Commission has
exhausled all administrative measures for collection; and (iv) the borrower has received all appropriate past due notices
including a demand letter.

Collection

The Commission has authority to facilitate collection on accounts, with respect to Pledged 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 garnishment in Alaska, withholding the renewal of an Alaska occupational
license, seizure of the State of Alaska Permanent Fund Dividend, and issuing a lien 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 State 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 earnings is paid annually
to qualilying 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 Pledged Loan. There can be no assurance that
the Permanent Fund Dividend program will continue. The Permanent Fund Dividend can be eliminated or reduced by
an amendment to the Alaska Statutes, by failure of the Legislature to appropriate the amount produced by the statutory
formula, or by other Legislative action to divert either principal or earnings of the Permanent Fund.

' “The Commission may provide a borrower with alternative repayment schedules, loan deferments, and loan forbearance options subsequent 10 1he
180" day of delinquency, but not Iater than the 270 day of delingquency.
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TAX EXEMPTION

In the opinion 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 (i) is not includable
in gross income of Holders thereof for federal income tax purposes and (ii) is not treated as a specilic preference item
to be included in calculating the alternative minimum tax on individuals and corporations, bul such interest is included
in calculating the "adjusted current earnings" of certain corporations for purposes of computing the allernative minimum
tax.

Bond Counsel is also of the opinion based on existing laws of the State as enacted and construed that interest
on the 2003 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 corporate
alternative minimum tax under the Code may affect the corresponding provisions of the State corporate income tax.

The Code imposes various restrictions, conditions, and requirements relating (o 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 date 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 accurring (or nol occutring) after the date of issuance of the 2005 Bonds may adversely affect the tax
statas of intercst 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 1ax consequences
will depend upon the Bondholder'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 ¥V hereto and such opinion is
10 be delivered with the 2005 Bonds.

Original Issue Premium

The 2005 Bonds are being sold at a premium.  An amount equal Lo the excess of the issue price of the 2005
Bonds over their stated redemption price at maturity constitutes premium on such 2005 Bonds. An initial purchaser of
a 2005 Bond must amortize any premium over such 2005 Bond's term using constant yield principles, based on the
purchaser's yield to maturity or, in the case of 2005 Bonds callable prior to their maturity, by amortizing the premium
1o the call date, based on the purchaser's yield to the call date and giving effect to the call premium). As premium is
amortized, the purchaser's basis in such 2005 Bond is reduced by a corresponding amount resulting in an increase in the
gain (or decrease in the Joss) Lo be recognized for federal income tax purposes upon a sale or disposition of such 2005
Bond prior to its maturity. Even though the purchaser's basis may be reduced, no federal income tax deduction is
allowed. Purchasers of the 2005 Bonds should consult with their tax advisors with respect o the determination and
trestment of amortizable premium for federal income tax purposes and with respect to the state and local tax
consequences of owning a 2005 Bond.

THE TRUSTEE
The Corporation has appointed U.S. Bank National Association, Seattle, Washington, as Trusiee for the 2005

Bonds. The Trustee is to carry out such duties as are assigned to it under the Indenture and the Continving Disclosure
Certificate.
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The Trustee has not reviewed or participated in the preparation of this Official Statement and assumes no
responsibility for the nature, contents, accuracy, or completeness of the information set forth in this Official Statement
or for the recitals contained in the Indenture or the 2005 Bonds, or for the validity, sufficiency, or legal effect of any such
documents.

CONTINUING DISCLOSURE

In accordance with Section (B)(5) ol the Securilies and Exchange Commission Rule 13¢2-12 under the
Securities and Exchange Act of 1934, as the same may be amended from time to time (the "Rule”) the Corporation has
covenanted for the benefit of the beneficial owners of the 2005 Bonds to provide certain financial information and
operaling data relating to the Corporation on or before 215 days after the end of each fiscal year commencing in 2006
for the fiscal year ended June 30, 2005 (the "Annual Report"), and to provide notices of the occurrence of certain
enumerated events, if deemed by the Corporation to be material. The Corporation will file the Annual Report with each
Nationally Recognized Municipal Securities Information Repository and o the state information depository for the State
(if one is created). The specific nature of the information to be contained in the Annual Report and the notices of
malterial events is summarized in "TAPPENDIX V-FORM OF CONTINUING DISCLOSURE CERTIFICATE" attached
hereto.

The sole and exclusive remedy for breach or default under the Continuing Disclosure Certificate is an action
to compel specific perfermance of the undertakings of the Corporation, and no persoen, including a registered owner or
beneficial owner of the 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 (o 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 lenger be required to be provided.

The Corporation reserves the right to file its Annual Report, 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 {inancial 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, execution or delivery of the 2003 Bonds or in any way contesting or affecting the validity of the 2005
Bonds or any proceedings of the Corperation 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.

UNDERWRITING

The 2005 Bonds are being purchased by the Underwriter. The Underwriter has agreed to purchase the 2005
Bonds at a price of $94,254,660.15 representing the aggregate principal amount of the 2005 Bonds plus a net original
issue premium of $5,949,660.15, The Underwriter will be paid a fee of approximately $497,157.15 with respect to the
2005 Bonds. The Bond Purchase Agreement provides that the Underwriter will purchase all of the 2005 Bonds, if any
are purchased, the obligation to make such purchase being subject to certain terms and conditions set forth in such Bond
Purchase Agreement. The initial public offering prices or yields set forth on the inside cover page of this Official
Statement hereof may be changed by the Underwriter from time Lo 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 he no
assurance that any market will commence or be maintained, the Underwriler expects to make a market in the 2005 Bonds
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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.

FINANCIAL ADVISOR

Public Financial Management, Minneapolis, Minnesota, has been retained by the Corporation to serve as
financial advisor with respect 1o the 2005 Bonds. The financial advisor has assisted the Corporation in matters refating
{0 the planning, structuring and issvance of the 2005 Bonds and various other debt related matters.

FINANCIAL STATEMENTS OF THE CORPORATION

The financial statements of the Corporation included in this Official Statement as APPENDIX I have been
audited by Elgee Rehfeld Merntz, LLC, Independent Auditors, to the extent and for the periods indicated in their repont
therecon.

LEGAL INVESTMENT IN ALASKA

The Act provides, subject 1o any applicable federal requirement or limitation, that the bonds of the Corporation
are securities in which public officers and bodies of the Stale, 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 ol 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 municipalities
for any purpose for which the deposit of bonds or other obligations of the State is now or may be authorized.

PLEDGE AND AGREEMENT OF THE STATE

In the Act, the State pledges to, 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 rghts 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

Fitch Ratings and Standard & Poor's Corporation are expected to assign their municipal bond rating of "TAAA,”
and "AAA," respectively, to the 2005 Bonds, with the understanding that, upon delivery of the 2005 Bonds, FSA will
issue its Municipal Bond Insurance Policy. Such ratings reflect only the views of the rating organizations and
explanation of the significance of the ralings may be obtained from Lhe rating agencies as follows: Fitch Ratings, One
State Street Plaza, New York, New York 10004, (212) 908-0500; Standard & Poor's Corporation, 55 Water Street, New
York, New York 10041, (212) 208-8000.

The Corporation has furnished and will furnish to such rating agencies certain information and materials, some
of which have not been included in (his Official Statement. Generally, a rating agency bases its rating on such
information and materials and investigations, studies and assumptions furnished to and obtained and made by the rating
agency. There is no assurance that any such rating will apply for any given period of time or that it will not be lowered
or withdrawn entirely if, in the judgment of the rating agency, circumstances so warranl,
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A rating is not a recommendation to buy, sell or hold the Bonds and any such rating should be evaluated
independently. Each rating is subject to change or withdrawal at any time and any such change or withdrawal may affect
the market price or marketability of the 2005 Bonds. The Underwriter has undertaken no responsibility either to bring
to the attention of the Holders of the 2005 Bonds any proposed change in or withdrawal of any rating of the 2005 Bonds
or to oppose any such change or withdrawal.

MISCELLANEOUS

All quotations from, and summaries and explanations of the State or federal laws, the Indenture (including
supplements thereto) and the other documents and agrecments contained herein do not purport to be complete and
reference is made 1o said laws, documents and agreements for tull and complete statements of their provisions. The
Appendices attached hereto are a part of this Official Statement. Copics, in reasonable quantity, of the Indenture and
the other documents and agreements described herein may be obtained upon request directed 1o Alaska Student Loan
Corporation, Altn: Executive Officer, 3030 Vintage Boulevard, Juncau, Alaska 99801-7109 or to the Trustee, U.S. Bank
National Association, 1301 Fifth Avenue Street, Suile 3410, Seatile, Washington, 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 consirued as a contract or
agreement between the Corporation and the purchasers or holders of the 2005 Bonds.

EXECUTION OF OFFICIAL STATEMENT

The execution and delivery of this Official Statement has been autherized by the Corporation.
ALASKA STUDENT LOAN CORPORATION
By: fsf Diane Barrens

Diane Barrans
Executive Officer

20



APPENDIX [

Audited Basic Financial Statements of the Corporation - June 30, 2004 and 2003



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

Management’s Discussion and Analysis and
Financial Statements

June 30, 2004 and 2003

Together with Independent Auditors’ Report



Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Alaska Student Loan Corporation {Corporation) functions as a fender and servicer of
education loans. The following is a discussion and analysis of the Corporation’s tinancial
performance, providing an overview of the activitics for the fiscal year ended June 30,
2004. This discussion and analysis contains other supplementary information in addition
to the basic financial statements for the year ended June 30, 2004, Please read it in
conjunction with the Corporation’s financial statements and the notes to financial
statements, which follow this section.

I'inancial Highlichts

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

. The Corporation’s long-term debt increased by $146.6 million during fiscal year
2004, which represents the net difference between new issues 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 its liabilities at the close of the fiscal year
by $251.5 million (reported as net assets), a decrease in net assets of $71.5 million
or 22% over June 30, 2003.

. The Corporation’s education toans reccivable was $577.2 million at year-end, an
increase of $11.1 million during the ycar.

. The Corporation’s operating revenuc was $38.7 million, an incrcase of $1.5
million during the year.

. The Corporation’s interest expense was $19.7 million during the year.
. The Corporation’s expenses related to operations was $8.9 million during fiscal
year 2004,

QOverview of the Financial Statements

The Corporation is an enterprise fund of the State of Alaska. As such, the Corporation’s
financial statements arc prepared in conformity with accounting principles generally
accepted in the United States as applied on an accrual basis. Under the accrual method of
accounting, the same method used by private scctor businesses, revenucs are recognized
in the period in which they are camed and expenses are recognized in the period in which
they arc incurred. The three basie financial statements of the Corporation are as follows:
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Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

Balance Sheets - This statement presents information regarding the Corporation’s assets,
liabilities and net assets. Net assets represent the total amount of assets less the total of
labilities. The Balance Sheets classity assets, liabilities, and nct assets 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
assets for the fiscal year.

Statement of Cash Flows — This statement presents cash flows from operations, non-
capital financing, capital, and investing activities. The Corporation presents its cash
flows statement using the direct method of reporting operating cash flows.

Financial Analysis

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

Percentage
2004 2003 Change
Assets:
Current asscts $ 33,673,030 31,020,362 9%
Restricted asseis 946,898,907 802,709,476 18%
Total assets 980,571,937 833,729,838 18%
Liabilities:
Current liabilities payable
from unrestricted assets 16,863,415 19,680,723 (14%)
Current liabilities payable
from restricted asscts 173,057,240 42130819 311%
Non-current liabilities payable
from restricted assets 539,175,590 448,885,517 20%
Total liabilities 729,096,245 510,697,059 43%
Net assets:
Restricted nel asscts 235,966,077 311,693,140 {24%)
Unrestricted net assels 15,509,615 11,339,639 37%
Total net asseis $ 251,475,692 323,032,779 (22%)

Origination fees of $1.4 million were collected on loan fundings during the year,
however, the annual transfer from the origination fee fund to reimburse the trust funds for
write-offs did not occur until after June 30, 2004, Origination fees in the amount $4.2
million were used to cover loan losses and as a result, reduced the delerred credit account
under the current liabilitics section.



Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

Restricted assets, curtent liabilities payable from restricted assets, and non-current
liabilities payable from restricted assets increased from the prior year as a result of
increased bonding activity during the year and a total of $80.6 million return of capital
payable to the State in FY2005.

The Corporation issued the 2004 Series bonds in the amount of $115.1 million to refund
outstanding bonds and provide funding for the Corporation’s loan programs. The
refundings mncluded $13.1 million for the early redemption of the 1994 Series A bonds
dated July 1, 1994 and $26.4 million for the carly redemption of a portion of the 2002
Sentor Sertes A bonds dated June 4, 2002,

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

Beginning in FY2003, the Corporation changed its method of amortizing bond issuance
costs from the effective 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 miltion.

In FY2003 the Corporation modified 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 loan loss of $10.4 million in FY2003.

Percentage
2004 2003 Change

Operating revenue-loan inferest income  $ 38,657,784 37,154,043 4%
Operating expenses (13,821,508) (10,335,689 (33%)
Non-operating expense, net (15,793,363) (1,928,305) (719%)

Income before cumulative effect 0,042,913 24 890,049 (64%)
Cumulative elfect of change

in accoundting methods — 1,620,730 (100%)
Income before special items 9042013 26,510,779 (66%
Special item, return of capital {80,600,000) {5,000,000) (1500%)

Increase in net assets (71,557,087 21,510,779 {433%)
Net assets — beginning 323,032,779 301,522,000 %
Net assets — ending S 251,475,692 323,032,779 (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 benelfit resulted
in a reduction in income of 3883,000 and $1.1 millien in FY2004 and FY2003,
respectively.



Alaska Student Loan Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS

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

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

Special item, return of capital, represents payments to the State of Alaska as allowed for
by stafute. An asnual payment as determined by the Corporation’s Board of Directors is
bascd on the amount of the Corporation’s income before special iterns durning 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 projects
of the State of Alaska.

Cormoration Activities 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 Commission for such
expenditures that relate to the program administration and are permitted under the bond
indentures of the Corporation.

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

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

To accommodate FFELP lending, the Commission secured the status of “cligible lender”
under the Higher Education Act and entered into various agreements with Northwest
Education Loan Association, to serve as the Commission’s “cligible guarantor” under the
Higher Education Act.  Loans authorized under the Higher Education Act which the
Corporation is funding include Subsidized Staftord, Unsubsidized Stattord, and PLUS
loans. The Higher Education Act provides for federal (1) insurance or reinsurance of
cligible loans, (ii) interest subsidy payment to eligible lenders with respect to certain
Subsidized Stafford loans, and (iii) special allowance payments representing an
additional subsidy paid by the Secrctary of the U.S. Department of Education to holders
of eligible loans. For a loan loss to be cligible for reimbursement to a lender by a
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MANAGEMENT’S DISCUSSION AND ANALYSIS

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

The interest rate on FFELP loans is variable, reset annually on each July 1. Subsidized
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 rate of 8.25%. Subsidized Statford and unsubsidized Stafford loans in all
other periods bear interest at a rate equivalent to the 91-day T-bill rate plus 2.3%, with a
maximum rate of §.25%. PLUS loans bear interest at 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 already having a loan with the Corporation. Federal consolidation loans bear
interest at a rate equal to the weighted average of the interest rates of the loans
consolidated, rounded to the nearest higher one-cighth of 1%, with a maximum rate of
8.25%.

The interest rate for the ASEL is adjusted annually on or after June 1 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 equivalent rate of 91-day T-bill auctioned at the final
auction held before June 1 of the loan year plus up to 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 fixed rate Alaska Student Loans. The supplemental
consolidation loan criteria has been expanded to include any supplemental loan of the
Corporation except the Family Education Loan. The supplemental conselidation loans
accrue interest at fixed rates between 5.8% and 6%.

The AlaskAdvantage® Program was structured to provide eligible student borrowers
with 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 loan program allows borrowers to create a serialized
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
to other federal education loan providers in Alaska. Federal loan originations increased
by 64% between fiscal year 2003 and 2004.

AlaskAdvantaee® Financing:

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

]
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The bond issuance included refunding bonds, which included $13.1 million 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.

AlaskAdvantage® Borrower Benefits:

Under the AlaskAdvantage® Program the Corporation’s Board of Directors has approved
various loan benefit features that provide incentives and rewards to borrowers who
participate in the program.

Under the AlaskAdvantage® Borrower Benefit Program, effective July 1, 2004 through
June 30, 2005, borrowers with qualified loans held by the Corporation are eligible for
certain interest rate reductions or rebates on any such loan.

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

Contacting the Corporation’s Financial Management

This financial report ts designed to provide our customers, investors, and creditors with a
general 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 nced
additional financial information, contact the Finance Officer of the Corporation at (907)
465-6757.

- b -
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INDEPENDENT AUDITORS® REPORT

The Board of Directors
Alaska Student Loan Corporation:

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects the
financial position of the Alaska Student Loan Corporation as of June 30, 2004, and 2003, and the results
of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The Management’s Discussion and Analysis on pages 1 through 6, is not a required part of the basic
financial statements but is supplementary information required by the Govermmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries 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 also issued a report dated Sepiember 3,
20834, on our consideration of the Corporation’s intermal control over linancial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grants. ‘That report is an integral
part of an audit performed in accordance with Government Awditing Standardy and should be read in
conjunction with this report in considering the results of our audit.

Yl /A

September 3, 2004



ALASKA STUDENT LOAN CORPORATION

(a Component Unit of the State of Alaska)

Balance Sheets

Years ended June 30, 2004 and 2003

Assels
Current assets:
Cash and cash equivalents {note 3)
Investments {note 4)
Accrued interest receivable
Total current assets

Restricted assets:

Cash and cash equivalents (note 3)

Investments {note 4)

Loans receivable (note 5)

Less allowance for:
Doubtful loans {(note 6)
Forgiveness (note 7}
Net loans receivable

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

Due from U.S. Department of Education

Bond issuance cost, net of accummulated amortization of
$4,742,811 and $4,093,522 in 2004 and 2003, respectively
Total restricted assets
Total assets

Sce accompanying notes to the {inancial statements

.8

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

438,231,737 307,342,838
577,248,263 566,146,551
(99,333,011) (96,229,397)
(2,396,055) (2,292,031)
475,519,197 467,625,123

15,979,993 12,299,783
390,266 128,282
5,866,447 5,410,117
946,898,907 802,709,476
980,571,937 833,729,838

{Continued)



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

Years ended June 30, 2004 and 2003

Liabilities and Net Assets 2004 2003
Liabilities:
Current ltabilitics payable from unrestricted assets:
Accounts payable h 153,263 209,495
Due to State of Alaska 418,868 357,150
Warrants outstanding 97,718 91,209
Deferred credit (note 2) 10,593,566 14,022 869
Return of capital payment declared (note 12) 5,600,000 5,000,000
Total current unrestricted liabilities 16,863 415 19,680,723

Current labilities payable from restricted assets:

Accounts payable 37,100 —
Due to State of Alaska 69,773 23,614
Warrants outstanding (note 5) 489,548 567,918
Return of capital payment declared (note 12) 75,000,000 -
Bond interest payable 0,742,396 9,970,298
Current portion of arbitrage rebate payabie (note 9) 258,423 448,989
Current portion of bonds payable {notc 8) 87,460,000 31,120,000

Total current liabilitics 173,057,240 42,130,819

Noncurrent liabilitics payable from restricted assets:

Arbitrage rebale payable (note 9) 596,969 553,399
Bonds payable, net of bond premiums/discounts (note 8) 538,578,621 448,332 118
Total noncurrent liabilitics 539,175,590 448,885,517
Total labilities 729,096,245 510,697,059

Commitments and contingencies (note 12) — o

Net assets:

Restricted net assels 235,966,077 311,693,140
Unrestricted net assets (note 2) 15,509,615 11,339,639
Total net assets 251,475,692 323,032,779
Total liabilities and net assets S 080,571,937 833,729,838

See accompanying notes o financial statements.
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ALASKA STUDENT LOAN CORPORATION

(a Component Unit of the State of Alaska)
Statements of Revenue, Expenses
and Changes in Net Assels
Years ended June 30, 2004 and 2003

Operating revenue - interest income - student loans S

Opcrating expenses:
Provision for:
Loan losses (note 6)
Forgiveness {(not¢ 7)
Operations

Total operating expenses

Opcrating income

Nonoperating revenue (expense), excluding special item:
Interest income from investments
Interest expense
Arbitrage rebate expense
Amortization of bond issuance costs
Change in estimate of doubtful loan allowance (note 6)

Net nonoperating expense

Income before cumulative effect
Cumulative effect of change in accounting method (note 2)

Income before special item ("statutory net income™)
Special item, return of capital (note 12)

Change in net assets
Total net assets-beginning

Total net assets-ending %

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
5,318,342 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
{30,600,000) (5.,000,000)
{71,557,087) 21,510,779
323,032,719 301,522,000
251,475,692 323,032,779

See accompanying notes to {inancial stateiments.
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ALASKA STUDENT LOAN CORPORATION

(a Component Unit of the State of Alaska)

Statements of Cash Flows

Years ended Junc 30, 2004 and 2003

Cash flows from operating aclivities:
Principal repayments received on loans
Interest received on loans
Other cash receipts
Loans originated
Cash paid to Alaska Commission on Postsecondary
Education for operating expenses
Net cash provided by operating activities

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

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

Cash flows from capital activitics:
Proceeds from issuance of bonds
Bond issuc costs
Return of capital payments
Net cash provided by (used for) return of capital
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying notes (o [inancial statements

2004 2003
5 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)
9,668,814 23,089,586
116,058,226 47,000,000
(850,350) (445,558)
(19,855,326) (22,073,467)
(47,005,000) (51,715,000)
48,347,550 (27,234,025)
5,833,083 9,929,283
1,475,928,788 898,777,783
(1,602,944 035) (893,710,906)
{121,182,164) 14,996,160
77,508,799 —
(763,790) -—
{5,000,000) (5,250,000)
71,745,009 (5,250,000)
8,579,209 3,601,721
19,396,161 13,794,440
h 27,975,370 19,396,161

{Continued)



ALASKA STUDENT LOAN CORPORATION

(a Component Unit of the State of Alaska)
Statements of Cash Flows

Years ended June 30, 2004 and 2003

Reconciliation of operating incomnie to net cash
provided by operating activilies:
Operating income

Adjustments to reconcile operating income to net cash

provided by operating activities:
Increase in net loans recetvable

Increase in net accrued interest receivable on joans

Decrease in due to State of Alaska
Increase in other assets

Decrease in accounts payable
Decrease in warrants outstanding
Decrease in deferred credit

Net cash provided by operating activities

Summary of noncash transactions that affect
recognized asscts and liabilities:

Provision for loan loss and {orgiveness
Provision for lost interest and forgiveness
Write-off of uncollectible loans
Forgiveness granted - principal
Forgiveness granted - interest
Bond discount amortization
Bond issuance cost amortization
Deferred credit used for loan loss
Deferred credit amortization
Interest capitalization
Unrealized gain (loss) on investiments
Change in estimate doubtful loans

Cumulative etfeet of change in accounting method

See accompanying notes to {inancial stalements

2004 2003
24,836,276 26,818,354
(7,894,074) (3,861,640)
(3,598,985) (2,527,318)

107,877 3,148,073
(261,984) (128,282)
(19,132) (85,330)
(71,861) (157,059)
(3,429,303) (117,212)
(15,167,462) (3,728,768)

9,663,814 23,089,586
(4,857,353) (1,680,827)
(1,392,766) (4,747,978)

5,828,682 3,430,854

(314,123) (506,292)
(77,651) (129,823)
(24,478) (135,587)

(1,157,810) (678,580)
4,493,001 1,002,841
262,782 354,397

7,747,246 7,603,353

(1,071,811) 488,980
— 10,371,915
. 1,620,730
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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

Authorizing Legislation and Organization

The Alaska Student Lean Corporation (Corporation), a component unit of the State of Alaska, was
created in 1987 by an act of the State of Alaska Legislature (Legislature). The purpose of the
Corporation is to provide low-interest education loans to Alaskans. The Corporation is authorized, with
certain limitations, to issue its own bonds and other obligations in such principal amounts as, in the
opinion of the Corporation, will be necessary to provide sufficient funds for carrying out its purpose. All
obligations so issued shall not be deemed to constitute a debt of the State of Alaska (State).

The State Governor appoints the Corporation’s Board of Directors and the staff of the Alaska
Commission on Postsecondary Education (Commission} administers the Corporation. The Commission’s
budget provides for reimbursement from the Comporation for operating and capital expenses. The
Commission’s budget is subject to review and approval from both the executive and legislative branches
of 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 in the Scholarship Revolving Loan Fund and
Teacher Scholarship Loan Fund (Funds) of the State. In April 1988, by act of the Legislature, the assets,
liabilities, and equities of the Funds were transferred to the Corporation effective December 30, 1987.

Loans are financed through the issuance of tax-exempt bonds or with recycled principal and interest
repayments. The bonds outstanding are payable, 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 Accounting

The financial activitics of the Corporation, which are restricted by the Corporation’s bond
indentures and the requirements of the legislature, are recorded in various funds as specified in
such instruments or necessitated by appropriation requirements or sound fiscal management.
The funds are combined for financial stalement purposes and there are no significant interfund
transactions.  The Corporation’s funds are considered to be enterprise funds for financial
reporting purposes with revenues recognized when camed and expenses when incurred.

(bY  Standard Application

As allowed by the Government Accounting Standards Board Statement No. 20 (GASB 20),
Accounting and Financial Reporting for Proprietwy Funds and Other Governmental Entitios
That Use Proprictary Fund Acconnting, the Corporation has elected not to apply Statements and
[nterpretations issued by the Financial Accounting Standards Board after November 30, 1989,

{(c) Fiscal Year

The Corporation’s fiscal year beging July 1 and ends June 30, consistent with the Stale’s fiseal
year.

-13 - {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 Estimates

In preparing the financial statements in accordance with generally accepted accounting
principles, management is required to make estimates and assumptions that affect the reported
amounts of asscts, liabilities, revenues, and expenses. Actual amounts could differ {rom those
estimates. The more significant accounting and reporting policies applied in the preparation of
the accompanying financial statements are discussed below.

Loans

Loans represent education loans issued through the AlaskaAdvantage® Loan Programs, which
include Alaska Supplemental Loans, Teacher Education Loans (TEL), Family Education Loans
(FEL), (collectively referred to as supplemental loans), and federally guaranteed Stafford, PLUS
and Consolidated loans. The terms of the loans vary depending on the year of inception and toan
type. Interest accrues at fixed and variable rates ranging from 2.625% to 9% and is generally
determined by loan type and issue date. The Corporation offers borrower bencfits, which reduce
the interest costs for cligible borrowers. The borrower benefit offerings are approved by the
Corporation Board of Directors annually and may vary from year-to-year.

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

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

Allowance for Doubtful Loans

The allowance for doubtful loans represents management’s estimate, based on experience, of all
loans that will ultimately be uncollectible. The Corporation charges off supplemental loans to
the allowance upon death, bankruptey as allowed by law, total disabilily 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 ongeing loan servicing and collection improvements. To determine the change,
management analyzed default data on matured loan pooels and cohort default declines since
calendar year 1997, These analyses were used (o estimate reserve rates for loans outstanding as
of June 30, 2003, Included in the older program years are the loans that were brought back for
in-house servicing due to termination of the collection agency contracts in 1998, 2001 and 2003.

Inrerest on Education Loans

Interest on education loans is acerued when earned.  For federally guaranteed subsidized loans,
terest (rom the start date of the loan until a date that is six months after the student withdraws
from school (plus any authorized deferment periods) is billed to and paid by the U.S. Department
of Education under the Federal Family Lducation Loan Program.  The borrower pays interest

- 14 - {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

subsequent to that date. For non-subsidized federally guaranteed loans and for all supplemental
loans issued after 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 eligible
studies. All stale 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 bearing during a one-year grace period following completion of studies and a six-
month sub-grace period following an approved deferment. Non-interest bearing loans are
approximately $38,476,179 at June 30, 2004.

Historical rates arc used to determine the allowance for doubtful interest. The allowance for
doubtful interest is approximately $21,500,000 and $21,900,000 as of June 30, 2004 and 2003,
respectively. The provision for doubtful interest is a reduction of interest income and was
approximately $1,340,000 and $4,739,000 for the years 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%, generally determined by loan issue date. ls purpose is to offset loan losses
due to death, disability, bankruptey or default of borrowers charged the origination fee. The
origination fee is recognized as revenue using the straight-line methed equal 1o the loan
repayment period and assumes repayment begins the year following origination. The allowance
for doubtful loans has been reduced by the unamortized deferred credit.

Allowance for Forgiveness

The allowance for forgiveness represents management’s cstimate, based on experience of the
loan forgiveness that will ultimately be applied for and granted.

Bond Issuance Costs

Bond issuance costs include underwriters’ fees and other cosls incurred in connection with the
issuance of bonds. [Effective for the year ended June 30, 2003, the Corporation changed its
method of amortizing bond issuance costs from the effective interest method to the straight-line
method. The cumulative effect of the change is $1,620,731,

Bond Discounts/Premiums and Deferred Amounts on Refundings

Effective for the ycar ended June 30, 2004, the Corporation changed its method of amortizing
bond discounts, premiums and deferred amourts on refundings from the effective interest method
to the straight-line method. There is no cumulative effect of this change.

Income Taxes

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

1
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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

{m)  Investments

The Corporation carries ali 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 statute to be reported as unrestricted.
Assets restricted by statute are approximately $29,200,000 and $28,100,000 at June 30, 2004 and
2003, respectively.

Caslt and Cash Equivalents

The statement of cash flows is presented 1o 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 GASR Technical Bulletin 87-1
require deposits and investments to be categorized to indicate the level of risk assumed by the
Corporation at the end of the period. Category 1 consists of investments that are insured or registered
and held by the Corporation or its custodian in the Corporation’s name. Category 2 consists of uninsured
and unregistered investmenis 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 equivalents at June 30 [ollows:

Risk Category 2004 2003
Fixed Income pools — % 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
3 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 of specific securities.

Cash and cash cquivalents in the amount of $10,911,266 and $9,903,333 for fiscal years 2004 and 2003,
respectively, are subject to certain restrictions as specified in the bond indentures.

- 10 - (Continued)



4

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
loaned to broker agents or other entities for collateral in the form of cash or securitics, with simultaneous
agreement to return the collateral for the same securities in the future.

Collateral securities may not be pledged or sold unless the borrower defaults. Security 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 securities on loan allocable to the Corporation totaled
$3,243,043 and $1,909,142, respectively. There were no losses incurred as a result of securities fending
{ransactions and there were no significant violations of legal or ¢ontractual provisions nor failures by any
borrowers 10 return loaned securities during either fiscal year 2004 or fiscal year 2003.

Additional investment information is disclosed i the financial schedules issued by the Department of
Revenue, Treasury Division. These financial schedules arc available through the Department of
Revenue, Treasury Division, P.O. Box 110405, Juneau, Alaska 99811-0405 or at
www.revenue.state.ak.us/treasury/Publications.htm.

Investments

Allowable restricted investments are specified in the bond indenture, as are certain restrictions.
Substantially all investments are held, in trust, for the benefit 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 ] b 196,580,925 120,930,342
Repurchase agreements ] 38,421,000 41,257,379
Forward delivery agreements 1 26,819,796 13,000,644
Corporate Bonds 1 2,933,408 —
Bank investiment contracts 3 — 9,340,000
264,755,129 184,528,365
Non-categorized investments:
Money market pool —
Government securitics e 189,917,920 144,201,248
Total investments hY 454,673,049 328,729,613
217 - (Continued)




&)

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

Noies 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 specific securities.

The carrying value of mvestments at June 30, 2004, by contraclual maturity, are shown below:

Due in one year or less i 315,247,849
Duc within one to five years 98,594,814
Due in five years or more 40,830,386

$ 454,673,049

Investments include amounts specifically designated for financing education loans. At June 30, 2004 and
2003 the investments available for financing education loans total S$148,165,230 and $133,485,683
respectively. The fimds are available to the Corporation only 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 loans to individuals, at June 30
follows:

2004 2003
Alaska Supplemental Loans Ny 534,089,988 537,252,920
Teacher Education Loans 9,062,785 9,332,715
Family Education Loans 9,122,020 9743222
Federal Family Education Loans 24,973,470 9,817,694
3 577,248,263 560,146,551

The loan portfolio summarized by loan status at June 30 follows:

2004 2003
Enrollment $ 101,318,896 94,222,923
Grace 27,699,282 28,585,428
Repayment 384,615,869 376,195,576
Deferment 63,614,216 67,142,624
3 577,248,203 566,146,551

Loans awarded and not disbursed at June 30, 2004 and 2003 iotal $13,511,526 and $8,723,521

respectively.
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Included in loans receivable are $450,894 and 5541,356 of loan warrants issued but not yvet redeemed by
the borrowers at June 30, 2004 and 2003, respectively. Redemption is contingent upon the borrowers
meeting certain eligibility requirements.

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

Allowance for Doubtful Loans

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

2004 2003
Balance at beginning of period h 96,229,397 107,710,286
Provision for loan losscs 4,439 205 1,229.039
Net loans charged off (1,335,591) {2,338,013)
Change in estimate {note 2(f)) — (10,371,913
Balance at end of period 5 09,333,011 196,229,397

Allowance for Forgiveness

As described in note 2, the Corporation disburses loans of which principal and interest become eligible
for forgivencss under certain conditions.

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

2004 2003
Balance at beginning of period b 2,202,031 2,346,535
Provision for forgiveness 418,148 451,788
Forgiveness granted (314,124) (506,292)
Balance at end of period 3 2,396,053 2,292,031
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(8) Bonds Payable

{(a) Bonds payable at June 30 consist of the following:

Outstanding under the 1988 Master Indenture:

1993 Serics A Student Loan Revenue Bonds
serial bonds
1994 Scries A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 5.8753% Lo 6.0%, due 2005 to 2008
1993 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 5.5% to 5.75%, due 2005 1o 2009
1996 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 5.75% 1o 6.35%, due 2005 {0 2013
1997 Series A Student [.oan Revenue Bonds
serial bonds, fixed rates ranging
from 5.15% to 5.75%, due 2005 to 20135
1698 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 4.6% to 53.3%, due 2005 to 2016
1099 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 4.6% to 5.45%, due 2005 10 2017
2000 Series A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 5.3% 10 6.05%, due 2005 1o 2018
term bonds, 6.0%, duc July 1, 2016
2001 Scries A Student Loan Revenue Bonds
serial bonds, fixed rates ranging
from 3.93% 10 4.65%, duc 2004 10 2011

Less bond discounts
Sub-total 1988 Master Indenture

Amount outstanding

Original
Amount 2004 2003

S 43,400,000 e 20,495 00(
50,000,000 19,680,000 23,740,000
55,000,000 29,270,000 35,470,000
38,000,000 31,000,000 33,500,00C
75,000,000 73,000,000 75,000,00(
88,570,600 60,000,000 70,000,00(
40,000,000 36,750,000 38,500,000
32,140,000 32,140,000 32,140,000
7.860.000 7.860.000 7,860,00¢
33,345,000 33,345,000 33,345,00(
Y ) 463,315,000 323,045,000 370,050,000
. (14 812) (97,887
S 7 323,030,188 _ 369,952,“5
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Outstanding under the 2002 Master Indenture:

2002 Series A and B Education Loan Revenue Bonds
auction variable rate bonds, due 2009 10 2037

2003 Secries A-1 and A-2 Education Loan Revenue Bonds
auction variable rate bonds, due 2011 to 2038

2004 Series A-1, A-2, A-3 Education Loan Revenue Bonds
auction variable rate bonds due 2044
serial bonds, fixed rate ranging
from 5.0% to 5.25%, duc 2011 to 2017

Plus bond premium
Sub-total 2002 Master Indenture

Qutstanding under the 2004 Indenture:

2004 Serics A Capital Project Revenue Bonds
serial bonds, fixed rates ranging
from 2.0% to 4.0%, due 2005 to 2017
term bonds, 4.0%, due July 1, 2018

Phus bond premium
Sub-Total 2002 Indenture

Bonds Payable
Plus bond premiuny Less bond discounts

Amount outstanding

Original
Amount 2004 2003
62,500,000 62,500,000 62,500,00¢
47,000,000 47,000,000 47.,000,00(
93,100,000 93,100,000 -—
22,015,000 22,015,000 —
§ 224,615,000 224,615,000 109,300,00¢
934,957
3 225549957 109,500,00(
Amount outstanding
Original
Amount 2004 2003
69,910,000 69,910,000 —
3,230,000 5,230,000 —-
$ 75,140,000 75,140,000
2,318,476 -
b 77,458,476 -
$ 622,800,000 479,550,00(
3,238,621 (97,88
626,038,621 479,452,111
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(b) The minimum payments and sinking fund installments related to the each indenture for the five
years subsequent to June 30, 2004 and thereafter are as follows:

1988 Master Indenture

Period ending

June 30 Principal Inicrest Total
2005 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 37,088,439
2009 27,250,000 9,895,668 37,145,668
20110-2014 104,080,000 30,946,265 135,026,265
2015-2009 62,195,000 4,642,126 66,837,126

323,045,000 98,946,248 421,991,248
2002 Master Indenture
Period ending

June 30 Principal Interest Total
2005 3 26,400,060 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 o 3,544,200 3,544,200
2010-2014 48,670,000 15,017,850 63,687,850
2015-2019 5,645,000 10,129,800 15,774,800
2020-2044 143,900,000 44,850,220 188,750,220

224,615,000 87,757,355 312,372,355
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2004 Indenture Bonds

Period ending

June 30 Principal Interest Total
2005 3 5,965,000 1,957,406 7,922,406
2006 5,770,000 2,320,850 8,090,850
2007 5,925,000 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

$ 75,140,000 17,649,606 92,789,606
Total for all Bonds
Period ending

June 30 Principal Interest Total
2005 87,460,000 21,374,722 108,834,722
2006 31,270,000 19,653,182 50,923,182
2007 29,050,000 18,299,817 47,349,817
2008 31,880,000 10,918,059 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 95,399,126
2020-2044 143,900,000 44,850,220 188,750,220

622,800,000 204,353,200 827,153,209

The 1988 and 2002 Master Indernture Bonds are private activity bonds. The 2004 Indenture
Bonds are not private activity bonds. All of the bends pay interest semiannually. The bonds are
sccured by education loans and other asscts of the Corporation and are not obligations of the
State.

All of the bonds are subject to certain carly redemption {eatures, both mandatory and at the
option of the Corporation,  In addition, the bond indentures comtain covenants refative 1o
restrictions on additional indebtedness.

All of the bonds outstanding under the 1988 Master Indenture are insurcd by Ambac Assurance
Carparation. The 2004 Capital Project Revenue Bonds outstanding under the 2004 Indenture are
insured by MBIA Insurance Corporation.
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() On June 3, 2003, the Corporation issued $47,000,000 in education {oan revenue bonds, of which
$15,885,000 was for the purpose of refunding the outstanding 1993 Series A bonds at par. The
refunding oceurred on July 1, 2004,

The refunding portion of the Series 2003A-2 bonds was issued as auction variable rate
certificates in which the interest is resel every 35 days and the principal payment due June 1,
2038. The initial interest rate on the Series 2003A-2 bonds was 1.12%. The refunded 1993
Series A bonds interest rates were fixed rates ranging from 5.5% to 5.625% and were due in level
debt service payments, with the final payment due July I, 2006. The refunding resulted in
aggregaie debt service payments over the next seven years in a tolal amount of approximately
$400,000 less than the debt service payments which would have been due on the refunded bonds.
Based on the Series 2003A-2 bonds® initial interest rate of 1.12%, there will be an estimated
economic sain of $900,000. Economic gain is calculated as the net difference between the
present value of the old debt service requirements and the present value of the new debt service
requirements, discounted at the effective inlerest rate and adjusted for additional cash paid.

(e) On May 19, 2004, the Corporation issued $115,115,000 in education loan revenue bonds, of
which $13,055,000 was for the purpose of rcfunding the outstanding 1994 Series A bonds and
$26,400,000 was for the purpose of refunding a partion of the Series 2002 A bonds, both at par.

The 1994 Series A refunding occurred on July 1, 2004, The refunding portion of the Series
2004A-2 bonds was issuced as auction variable rate certificates in which the interest is reset every
35 days and the principal payment due June 1, 2044, The initial interest rate on the Series
2004A-2 bouds was 1.18%. The refunded 1994 Series A bonds interest rates were fixed rates
ranging Irom 3.875% fo 6% and were due in level debt service payments, with the {inal payment
due July 1, 2007. The refunding resulted in aggregate debt service payments over the next seven
years in a total amount of approximately $700,000 less than the debt service payments which
would have been due on the refunded bonds. Based on the Serics 2004A-2 bonds” initial interest
rate of 1.18%, there will be an estimated economic gain of $740,000.

(H The Series 2002 A refunding occurred on August 16, 2004, The refunding portion of the Series
2004 A-1 was issued as auction variable rate certificates in which the interest is reset every 33
days and the principal payment due June 1, 2044, The inttial interest rate on the Series 2004 A-]
bonds was 1,.20%. The refunded Series 2002 A bonds were issued as auction variable rate
certificates in which the interest rate reset every 35 days and the principal payments were due
Junc 1, 2009 and 2010. The refunding was effected to extend the maturity dates of these bonds
to June 1, 2044, There is no expected economic gain or change in debt service payments over the
nex{ six years.

Arbitrage Rebate Payable

In comnection with the Corporation’s tax-cxempt bond issucs, the Corporation is subject to rebatable
arbitrage when bond proceeds are invested in investments and cducation loans.  Interest income {rom
investiments and education loans is limited by the U.S. Treasury regulations.  The amount acerued for
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arbitrage rebate liability at June 30, 2004 and 2003, represents the amount of arbitrage rebate due 1o the
federal government lor excess earnings on the bond proceeds,

Student Loan Interest and Special Allowance on FFederally Guarantced Loans

The U.S. Department of Education makes quarterly interest subsidy payments on behalf of qualified
students until the student is required under provisions of the Higher Education Act to begin repayment.
Repayment on Stafford Education loans normally begins within six months after students complete their
course of study, leave school, or cease to carry at least one-half the normal full-ime 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 resume at the expiration of the deferment. Interest accrues
during this deferment period.

The U.S. Department of Education provides a special allowance payment to lenders participating in the
Quatford, PLUS, and Consolidation loan programs. Special allowance is paid based on a rate that is
established quarterly. For loans first disbursed after June 30, 1999 and financed with obligations issued
after October 1, 1993, the rate is based on the average rate established in the auction of the three-month
Financial Commercial Paper, plus a predetermined factor, less the interest rate on the loan. Loans made
or purchased with funds obtained through the issnance of tax-exempt obligations issued before October
1, 1993 are eligible for one-half of the special allowance rate, subject to a minimum retum of 9.5%.
Loans originated or purchased with funds obtained through the issuance of tax-exempt obligations
originally issued after October 1, [993 are eligible for full special allowance and are not subject to a
IHIHmMUM return.

Retirement Plan

Cffective July 1, 1997, the Commission adopted the provisions of Government Accounting Standards
Board Statement No. 27 (GASB 27), Accouniing for Pensions by State and Local Government
Employers. ‘Fhere was no impact on the financial statements as a result of GASB 27.

{a) Plan Description

The Commission and its employces participate in the State of Alaska Public Employees’
Retirement System (PERS), as a defined benefit, agent multiple-employer public employee
retivement system which was cstablished and is administered by the State to provide pension,
post-employment healthcare, and death and disability benefits 1o cligible employces. Al full-
time employees are required to parlicipate in PERS. Benehit and contribution provisions are
established by State law and may be amended only by the State Legislature.

Employees hired prior to July 1, 1986 with five or more years of credited service are entitled to
annual pension benefits beginning at normal retirement age fifty-five or carly retirement age
{ifty. For emplovees hired alter June 30, 1986 the normal retirement age is sixty and the carly
retirement age is {fiy-five. The normal annual pension benefit for the [irst ten years of service is
equal to 2% per vear of the member’s highest three-year average yearly compensation, 2.23% per

year for the sccond ten years of service, and 2.5% per vear thereafter. All service carned prior to

1
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July 1, 1986 is calculated using the 2% multiplier. Employees with thirty or more years of
credited service may retire at any age and receive a normal benefit. Major medical benefits are
provided without cost to all retirees first hired before July 1, 1986, Members with five or more
years of credited service first hired after June 30, 1986, but before July 1, 1996, may elect major
medical benefits. Members first hired after June 30, 1996 must obtain at least ten years of
credited service to be eligible to elect major medical benefits.

Each fiscal year, PERS issues a publicly available financial report that includes financial
statements and required suppiementary 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 Juneau, Alaska 99211-0203 or by calling (907) 465-4460.

Fund Policy and Annual Pension Cost

Employees are required, by State statute, to contribute 6.75% of their gross wage to the plan.
The funding policy for PERS provides for periodic employer contributions at actuarially
determined rates that, expressed as a percentage of annual covered payroll, are sufficient to
accumulate sufficicnt assets to pay benefits when due. Covered payroll for the period ended
June 30, 2004, was approximately $4,361,000 constituting substantially al] of the Commission’s
payroll. The Comunission’s annual pension cost for the current year and the related information
is as follows:

Contribution rates:

Employee 6.75%
Employer 7.65%
Annual Pension cost 1o date 3 333,340
Contributions made $ 333,540
Actuarial valuation date June 30, 2003
Actuarial cost method Projected umt credit
Amortization method Level percentage of pay
Amortization period 25.year Fixed
Asset valuation method S-year smoothed market
Actuarial assumptions:
Inflation rate 3.50% per year
Investment return 8.25% per year, compounded annually, net
of expense.
Projected salary increase:
Inflation 3.50%
Productivity and merit 2.00%
Health cost trend 12.00%

T (Continued)
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In the current year, the Commission determined, in accordance with provisions of GASB 27, that no
pension liability (asset) existed 1o PERS and there was no previously reported liability (assct).

Commitments and Contingencies

(a)

(b)

(d)

Operations

The Commission included approximately $9,600,000 in is budget for fiscal year 2005 as
reimbursement 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
actual expenses incurred by the Commission.

Payment to the State of Alaska

During fiscal year 2000 the Alaska legislature passed a bill that allows the Comporation to pay the
State a return of contributed capital or dividend annually based on net income. If the
Corporation’s Board of Directors clects to make such a payment, the amount may not he less
than 10%, nor greater than 35%, of the Corporation’s income before transters when it equals or
exceeds $2,000,000 for the Base Fiscal Year. The Base Fiscal Year is defined as the fiscal year
ending two years before the end of the fiscal year in which the payment is made.

On September 23, 2004, the Corporation’s Board of Directors approved a $5,600,000 Return of
Capital payment to the State which will be paid during the (iscal year 2005.

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

Interest Cost Reducrion

On December 4, 2000, the Corporation Board of Directors authorized an interest 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 outstanding principal
balance of the loan. The aggregale cost reduction in fiscal year 2004 was approximately
$883,000. The Corporation cxpects the cost to continue to decline cach year, reaching a final
reduction of approximately $40,000 by year 2022,

State Permanent Fund Dividend Seizure

The Alaska Permanent Fund {Permanent FFund) is a fund held and managed by the State and was
established in the Alaska State Constitution in 1976, The State deposits a percentage of oil and
aas royalties into the Permanent Fund. By statute, the State pays a portion of the eamings of the
Permanenmt Fund (PFD) annually to individuals who apply and mect certain residency
requirements, provided that sullicient funds are available for payment. The annual PED paid 10
cach cligible resident for the years 2003 and 2002 was $1,108 and $t,5341 respectively. There
can be no assurance that payments wilt continue. PFD payments could be eliminated or reduced
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by an amendment to the Alaska Statutes. The Commission may secize a borrower’s Permanent
Fund Dividend (PFD) payment, if any, to satisfy the balance of a defaulted loan pursuant to
Alaska Statutes 14.43.145 and 43.23.067. To do so, the Commission issues certified claim letters
1o all borrowers of defaulied loans applying for PFD, notifying them of the Commission’s claim.
The Commission has seizure priority over all other execulors except State child support
enforcement and any court ordered restitution.  There is no assurance that any particular
borrower will qualify or apply for a PFD payment.

PFD seizures collected by the Commission were approximately $4,900,000 and $6,800,000 for
the years ended June 30, 2004 and 2003, respectively.

The Legislature and the Governor have, from time to time, considered various aliernative
measures including reducing or restricting the size of the PFI). The Corporation cannot predict
whether any such measure will be enacted or the impact any such measure would have on loan
collections through PFD secizures.

(¢) General

The education loan program has traditionally been the subject of legislative action by the State.
The laws governing the program have been amended from time to 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 rate bonds and the loans
funded with bond proceeds. The bonds are subject 10 an interest rate cap of 14% while the loans
are subject to an interest rate cap of 8.23% to 9.5% depending on the loan type. The Corporation
has various strategics available to manage the risk that the bond rate may rise above the loan rate
cap.

(13)  Subsequent Event

As further described in Note 8, on May 19, 2004, the Corporation issued $115,115,000 in education loan
revenue bonds in part for refunding at par $13,055,000 of the outstanding Series 1994 A bonds and
526,400,000 of the Series 2002 A bonds. The Series 1994 A refunding will occur on July I, 2004 and
the Series 2002 A refunding will occur on August 16, 2004,
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Exhibit A Custodian/Depositary/Servicing
Agreement

THIS INDENTURE, made and entered
into as of March 1, 2005, by and between the
ALASKA STUDENT LOAN CORPORATION, a
public corporation and government instrumentally
created and existing under the laws of the State of
Alaska (herein called the "Corporation” or the
"Issuer"), and U.S. BANK NATIONAL
ASSOCIATION organized and existing under the
faws of the United States, as Trustee (herein
called the "Trustee").

WITNESSETH:

WHEREAS, the Corporation is authorized
by the Act (as herein defined) to issue its bonds far
the purpose of returning capital contributions to the
State of Alaska; and

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

WHEREAS, the Bonds shall be special,
limited obligations 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
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provisions of this [ndenture 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,
subject to 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 befow, and such pledge may be
of a priority less than, equal to, or greater than the
pledge of the Trust Estate to any class or Series of
Bonds; and

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
2005-01 of the Corporation, a certified 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 Trustee and issued as in this
Indenture provided, the valid, binding and legal
special, limited obligalions of the Corporation
according 1o 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
indeniure 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 andissuance 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 Bondhotders, 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
obligations of the Cerporation 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 cther amounts due in connection
therewith and the performance and cbservance 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, seli, convey, pledge and assign unto, and
grant a first priority security interast 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"):

L

The Pledged Loans, Pledged Receipts,
and Pledged Loan Notes (all as the same are
defined herein) including all extensions and
renewals of the term thereof, if any, together with
all right, titte and interest of the Corporation
therein, including, but without limiting the
generality of the foregoing, the present and
continuing right to claim, coltect and receive any of
the moneys, income, revenues, issues, profits and
other amounts payable or receivable thereunder,
to bring actions and proceedings thersunder or for
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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 Noies pursuant to Section 707
herein.

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;

Ik

Any and alf service or support agreements
by and between the Corporation and either the
Alaska Commission on Postsecondary Education,
including without  limitation the agreement
governing the administration of the Education Lean
Trust Fund established in the Corporation by the
Act to the extent they relate to any Pledged Loans;

V.

All moneys and securities from time to
time held by the Trustee undear 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 properiy at any and all times and 1o 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 Indeniure governing the use and application of
all such property and rights in propenty 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;

TOHAVE AND TO HOLD all and singular
the Trust Estate, whether now owned or 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 to 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 therean, 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 V and Article VII hereof, or
shall provide, as permitted hereby, forthe payment
thereof, and shall well and truly keep, perform and
obsarve all the covenants and conditions pursuant
1o the terms of this Indenture to be kept, performed
and observed by it, and shall pay or cause fo 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 it is expressly declared, that
alt Bonds issued and secured hereunder are to be
issued, authenticated and delivered and all of the
property, rights and inferests, including, without
limitation, the loan payments and other amounts
hereby assigned and pledged are to be dealt with
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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 - Defipitions. In this
Indenture, unless the context ctherwise 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 to
Section 501 or Section 510 of this indenture.

"Accountant" shall mean a cenrtified public
accountant or firm of independent certified 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.

"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 legal holidays) at jeast 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 York.

"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 of the Corporation then authorized 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
including 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
Outstanding 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 until such action shall no
jonger 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 Fund Requirement,"
shall mean, at any time, Eligible Capital Reserve
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Assets in an amouni equal to the least of the
following: (1) 10% of the stated principal amount of
the Bonds then Qutstanding; (2) 125% of the
average annual principal and interest requirements
on all Bonds then Outstanding; or (3) the
maximum annual principal and interest
requirements on all Bonds then Outstanding.

"Certificate” shall mean a signed
document either attesting to or acknowledging the
circumstances, representations or other matters
therein stated or set forth or setting forth matters to
be determined by an Authorized Officer pursuant
{o this indeniure.

"Class" shall mean one or more Series of
Bonds, Credit Enhancement facilities, and Interest
Hate 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 Certificate" shai
mean, for each Series, the continuing disclosure
certificate or agreement, if any, executed by the
Corporation for the purpose of satisfying the
continuing disclosure requirements of Bule 15¢2-
12 of the Securities and Exchange Commission
with respect to such Series, as such continuing
disclosure certificate 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 Corporalion, a public corporation
and government instrumentality created and
existing pursuant to the Act.

“Costs of Issuance" shall mean all items of
expense directly 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;
underwriting compensation;, placement agent
compensation; fees and disbursements of
consultants and professionals; costs of credit



ratings; fees and charges of any Credi
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” shalt mean an opinion
signed by an attorney or firm of attorneys of
nationally recognized standing in the field of law
relating to state and municipal financing (who may
be counsel to the Corporation) 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" shallmean
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 hoiding 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 Department of Revenue, dated March
1, 2005.

“Debt Service" shall mean, for a Series of
Bonds Qutstanding and for any Parity Obligations
QOutstanding, 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
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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.

"Depositary" 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.

"Event of Default" shall mean any of the
events specified in clauses (1) through (7) of
Section 1002.

"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 Pledged
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 to 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 ali 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
Outstanding Bonds; all as evidenced in a
Ceriificate, upon which the Trustee may
conclusively rely.

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

"Fitch" means Fitch, Inc.

successors and assigns.

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



"Guarantor" shall mean any entity which
has entered into an agreement with the
Corporation to guarantee education loans 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 Title 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 {o 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 Agreemeant” shall
mean a contract entered into by the Corporation or
by the Trustee on behalf of the Corporation
providing for an interest 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 forih 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 QOuistanding at the
time of reference, provided that if more than one
Series of Bonds of a particular Class has Bonds
Outistanding and the 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 Trustes, which shall be
conclusive).

"Letter of Instructions” shall mean a letter
or other written communication from Bond Counsel
relating to the satisfaction of any Code provisions
or Regulations applicable o any Bonds.

"Original Purchaser” shall mean with
respect to each Series the first purchaser or
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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 to
such date;

) Bonds for the ftransfer 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

(3) Bonds deemed to have been paid
as provided in subsection (B) of
Section 1201,

"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, and
its 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 Pledged 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" shail mean any loan held
in or credited to the Pledged Loan Fund under this
Indenture.



"Pledged Loan Fund" shall mean the
Pledged Loan Fund established pursuant to
Section 501.

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

"Pledged Receipts” shall mean (i) all
revenues pledged by the Corporation in any
Supplemental Indenture (ji) alt amounts, including
principal and interest payments, paid or payable or
otherwise received under or pursuant to or with
respect to any Pledged Loan {monthly 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
gither on account of or in connection with any
Pledged Loan, {iii) all Recoveries of Principal, and
{iv) 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 additicnal 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
Cutstanding 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,
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which would be applicable on such future date
upon the redemption of such Bonds by application
of such Sinking Fund Payments in a principal
amount equal to said unsatisfied balance or {jii} 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 Supplemental
Indenture authorizing such Series of Bonds.

"Principal Installment Date" shall mean
any date upon which a Principal Installment is
payable 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 foregoing, expenses incurred in
the collection of Pledged Loans; salaries, supplies,
utilittes, 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 agenis and counsel; the fees
and expenses of Depositaries and Paying Agents;
Costs of Issuance not paid from proceads of
Bonds; and payments for pension, retirement,
health and hospitalization and life and disability
insurance benefits, all to the extent properly
allocable to the Education Loan Program insofar
as thay are fairly allocable to Pledged Loans.

"Purchase Agreement” shall mean the
agreement between the Corporation and the
original purchaser or underwriter of any Series of
Bonds retating to the issuance of such Bends by
the Corporation and the purchase of such Bonds
by such original purchaser or underwriter.

"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 Qutstanding
Bonds. The Corporation may atany time and inits
discretion determine that any such rating agency



shall not be a "Rating Agency" under this
definition, and upon such determination such
rating agency shall cease to be a "Rating Agency.”

"Rating Confirmation” shall mean a letter
from each Rating Agency then providing a rating
for any Bonds confirming that the action proposed
1o be taken will not, in and of itself, have the effect
of (i) reducing or withdrawing the rating then
applicable to those Bonds if those Bonds are not
secured by Credit Enhancement, or (ii) if those
Bonds are secured by Credit Enhancement which
requires that the ratings on the Bonds (without
regard to Credit Enhancement) be maintained ata
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. In the event that all Bonds
issued hereunder are secured by Credit
Enhancement and there is no public rating
published at the request of the Corporation with
respect to the Bonds, the letter from each Rating
Agency referred to above may include a letter to
the Credit Enhancement Agency from each Rating
Agency that has provided the Credit Enhancement
Agency with a rating for the Bands (for purposes of
the Credit Enhancement Agency's capital
requirements or otherwise), that such rating will
not be reduced or withdrawn.

"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
redemption thereof pursuant to the provisions of
such Bond, this Indenture, or the Supplemental
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Indenture that authorized the issuance of such
Bond.

"Refunding Bonds" shall mean all Bonds,
whether issued in one or more Series,
authenticated and delivered on original issuance
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 wilh respect to the Bonds.

"Regulations” shall mean temporary and
permanent regulations promulgated 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 cther disposition of
any Pledged Loan, except Prepayments or Default
Payments; provided that withdrawal of a Pledged
L.oan pursuant to Section 507(B) shall not be
considered a disposition leading to a Sale
Payment.

"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 upeon 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 méan, for each
Series, the Series State Projects 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 Agreemeni" shall mean a
contractual agreement of the Corporation with a
Servicer other than the Corporation for the
servicing of Pledged Loans by the Servicer.

*Sinking Fund Installment" shall mean, as
of any particular date of calculation and with
respect to 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.

"S&P" shall mean Standard & Poor's
Rating Group.

"State" shall mean the State of Alaska.

"State Projects" means projects identified
by Alaska law as eligible for financing with
proceeds of the Bonds.

“Subordinate 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 VIII.

"Surplus Revenues” shall mean amounts
held at any time in the Revenue Fund and
described in Paragraph Seventh of Section 503(C)
hereof,

"Trustee” shalt mean the trustee appointed
pursuant to Article Xl and any successor of
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.
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"Yield Reduction Payment" shall meanthe
minimum amounts payable to the United States
Treasury as described in Treas. Reg. §1.148-5(c}.

Section 102 - Interprefations. (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", "hereto", "herein”, "hereundar"
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
other legal entities, including public
bodies, as well as natural persons;

(5) Words  importing  the
redemption or redeaming of a Bond or the
calling of a Bond for redemption do not
include or connote the payment of such
Bond atits stated maturity or the purchase
of such Bond;

(6) Any headings preceding
the texts of the several Atticles 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 o 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, itis
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) 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 this
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 1o be equal to the sum of (x) the
stated principal amount of such Bond
upon criginal issuance plus (y) an amount
equal to interest thereon accrued (and not
currently payable) and compounded atthe
applicable rate to the Bond Payment Date
or other date specified in the related
Suppiemental Indenture which most
immediately precedes or corresponds to
the date of calculation;

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

{(10)  Any requirement for
amounts to be deposited in any Fund or
Account shall be considered satisfied
upon the crediting of such amounts to
such Fund or Account; and
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{11)  Anyrequirement 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
payment was made or the action taken on
the date required.

(B) Neothing 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. Allthe covenants,
stipulations, premises 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 one or more of the covenants or
agreements provided in this Indenture on the part
of the Corporation or any Fiduciary 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 I
AUTHORIZATION, OBLIGATION AND
ISSUANCE OF BONDS

Section 201 - Autherization for indenture.
This Indenture is authorized and executed by
virtue of and pursuant to the provisions of the Act.
The Corporation has ascertained and hereby
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, useful or convenient in order to better
secure the Bonds and are contracts or agreements
necessary, useful and convenient to carry out and
effectuate the corporate purposes of the
Corporaticn under the Act.

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
Enhancementfacility, 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 authorizes the Corporation to create one
or more series of bonds of the Corporation and
creates a continuing ptedge 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 Instaliments 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 interest thereon shall be payable solely from
the Trust Estate, subject to the provisions of
Secticn 510(D) hereof authorizing the Corporation
o 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
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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 funds to finance State Projects,
bonds of the Corporation are hereby authorized to
be issued from time 1o time without limitation as to
amount except as herein provided or as may be
limited by law, and such bonds shall be issued
subject to the terms, conditions, and limitations
established in this Indenture and any
Supplemental Indenture applicable to such bonds
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.

(BY 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 I."
Lower Classes shall be designated by successive
roman numerals. Except as otherwise providedin
a Supplemental Indenture relating to any Series or
Class of Bonds, the Trustee and the Corperation
are obligated to apply the Trust Estate to the
payment of amounts due By Class in Descending
Order of Priority.

Section 206 - Conditions Precedent to
Delivery of a Series of Bonds. Al (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 Corporation or
upon its order, but only upon satisfaction of




Section 708 hereof and the receipt by the Trustee

(1) A Counsel's Opinion to
the effect that (i) the Corporation has the
right and power to execute and deliver this
Indenture and the Supplemental Indenture
authorizing such Series under the Act as
amended to the date of such Opinion; (it)
this Indenture and such Supplemental
Indenture has been duly and lawfully
executed and delivered by the
Corporation, is in full force and effect and
is valid and binding upon the Caorporation
and enforceable in accordance with its
terms (subject, as to enforcement of
remedies, 1o applicable bankruptcy,
reorganization, insolvency, moratorium, or
other laws affecting creditors’ rights
generally from time fo time in effect); {iii)
this indenture and such Supplemental
Indenture creates the valid pledge and
assignment which it purpons 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 such Supplemental
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 to 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
such Bonds are of a Class lower
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than Class I, the Supplemental
Indenture must include such
designation as well;

(b) The purposes for
which such Series is being
issued, which shall be one or
more of the following: (i) financing
State Projects; (ii) financing any
program or aclivity of the
Corporation; (jii} making deposits
into any Fund or Account, (iv}
refunding any Bonds, or
(v) 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} {iy 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 Paymen{ 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 Serias 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 appeinting and
designating the same;

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

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

(h) 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, an Interest 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 significani
documents relating to the Credit
Enhancement or Interest Rate
Exchange Agreement;

g 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 so, the identity of any
remarketing agent and the
substantial form of any
remarketing agreement relatingto
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 Section

103{a) of the Code or any
successor statute thereto;

{1 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 Secticn
103(a) of the Code ifitis 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
proceeds of such Series to be deposited
in any Fund or Account held by the
Trustee pursuant to Saction 501;

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

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

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

{MNn The documents and
moneys, if any, referred to in paragraphs
(1), (2), (3}, (4), (5) and (6} of Section 206;

{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 ohligations to
be refunded, together with accrued
interest on such Bonds or other
cbligations 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 fo redemption prior o 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, together with the moneys (which may
include ali or a portion of the proceeds of
the Refunding Bonds to be issued), if any,
contemporaneously deposited with the
Trustee, will be sufficient o 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 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 VIl or any
Supplemental Indenture adopted pursuant
to Article VIII.

{B) Neither Investment Securities nor
moneys deposited with the Trustee or an escrow
agent or frustee for other obligations pursuant to
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paragraph {A) {2) of 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 applicable Redemption Price of
ihe 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 exient practicable, be reinvested in
such Investment Securities as are described in
clause (ii) of said paragraph maturing at times and
in amounts sufficient to pay when due the
applicable Redemption Price of such Bonds or
other obligations, together with such accrued
interest.

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

(i} if any Bonds are
Outstanding prior to the issuance of the Additional
Bonds and will remain QOutstanding after the
issuance of the Additional Bonds, the Trustee
receives a Rating Confirmation taking 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 Additional Bonds and the
application of the proceeds thereof will cure the
Event of Default or payment default),

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

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

Section 209 - Party Obligations;
Subordinate Obligations. (A} The Corporation may
issue Parity Obligations under instruments other




than this indenture for any lawiul 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 hereunder,
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:

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

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

(3) If any Parity Obligations
are to be secured by any lien,
mortgage or security 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 o 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 default
under this Indenture only if and to
the extent that a similar event
with respect to a Bond of the
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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 Defaull under this
Indenture shall automatically be a
default under such Parity
Obligation Instrument,

(5) According to the terms of
any Parity Obligation or Parity
Obligation Instrument, the
Trustee shall have substantially
the same duties, obligations,
rights and remedias in connection
with events of default and
security for or with respect to the
Parity Obligations as it has in
connection with Events of Default
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
Obligation, and the Trustee applies the Trust
Estate to the payment of the Bonds, afl collateral
held as security by the Trustee for the payment of
the Bonds (other than the Capital Reserve Fundy},
and all collateral held as security for the Parity
Obligations (cther than any reserve fund
comparable to the Capital Reserve Fund) shall be
aggregated and applied equally and ratably to the
payment of the Bonds and Parity Obligations of the
same Class.

(B) The Corporation may issue
Subordinate Obligations from time to time under
instruments other than this Indenture subjectto the
conditions set forth below in this Section 209(B)
and subject to any additional conditions that may
be set ferth in a Supplemental Indenture



authorizing a Series of Bonds. Subordinate
Otligations 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
whatsocever with respect to the Trust Estate that is
greater than the security, pledge, lien, or rights of
the Bonds of the lowest Class Outstanding.

ARTICLE Ili
GENERAL TERMS AND PROVISIONS OF
BONDS

Section 301 - Title and Date of Bonds.
Subject to the provisions of Section 303, each
Bond shall be entitied "State Projects Revenue
Bonds" and shall bear such additional letter or
number Series designation as shall be determined
in the Supplemental Indenture authotizing 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 shall be specified
in the 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 Bend
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.

Payment. The interest on, and the principal (and
premium, if any) of each Bond of any Series shall
be payable at the principal corporate trust office of
the Trustee in St. Paul, Minnesota or at such other
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focation and subject to any terms and conditions
as may be specified in 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 lawful money of the United States of
America which at the time of payment is legal
tender for the payment of public and private debts.

305 - and Denpominations;
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. Interest
on Bonds shall be payable to the registered owner
thereof as of the applicable Hecord Date as shown
on the registry books of the Corporation kept for
such purpose by the Trustee.

Section 306 - Negotiability. Transfer and
Regisiry. (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
transter 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 to 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 sumor
sums s0 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
against any and all ioss, cost, charge, expense
judgment or liability incurred by it, acting in good
faith and without negligence under this Indenture,
in so treating any such registered owner.

Section 307 - Bequlations With Respectto
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 ortransfers shall forthwith be cancelled
by the Trustee. For avery 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 transier, make a charge sufficient {o
reimburse it for any tax, fee or other governmental
charge required to be paid with respect to such
exchange or transfer. Neither the Corporation nor
the 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) preceding an Interest Payment Date on the
Bonds of such Series or preceding any selection of
Bonds of such Series o be redeemed or (ii) to
transfer or exchange any Bonds previously called
for redemption.

Section 308 - Bonds Mutilated, 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 orlost,
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 filing 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 Corporation 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
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Bonds issued pursuant to this Section in
substitution for Bonds alleged to be destroyed,
stolen or lost shall constitute original additional
contractual obligations on the part of the
Corporation, regardless of whether the Bonds so
alleged to be destroyed, 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. If a bondholder satisfies the
conditions set forth in this section for the
replacement of a mutilated Bond or a Bond alleged
to be destroyed, stolen, or lost and such Bond has
matured or all principal thereof and interest
thereon shall become due for any other reason,
then the Trustee may pay such principal of and
interest on such Bond without issuing a
replacement Bond.

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 o the
denominations thereof and as fointerchangeability
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 bhe
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 shalt 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 ancther 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
shalt authenticate and, in exchange for the
temporary Bond or Bonds so surrendered and
upon payment of the taxes, fees and charges
provided for in Section 307, shall deliver a
femporary 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.

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

Secticn 310 - Cancellation and Destruction
of Bonds. All Bonds paid or redeemed, either at or
before maturity, 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 prompily
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 retained 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
behaif 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
reproducedthereaon, and attested by the manual or
facsimile signature of any other Authorized Officer,
or in such other manner as may be required by
taw. In case any one or more of the officers or
employees who shall have signed or sealed any of
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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 Bonds had not ceased to
hald 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 cffice 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 certificate 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 heraof.

ARTICLE IV
APPLICATICON OF BOND PROCEEDS,
PLEDGED RECEIFTS, AND OTHER
AMOUNTS

Section 401 - Application of Bond
Proceeds, Accrued Interest and Premium. (A) The
proceeds of sale of the Bonds of each Series shall,
except to the extent that such Bonds shafl be
Refunding Bonds, as soon as practicable upon the
delivery of such Bonds by the Trustee pursuant to
Section 208, be applied as follows:

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




(2) The amount, if any, to be
deposited therein pursvant 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
State Projects 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
Reserve Fund is, or will be at the time of issuance
of such Refunding Bonds, less than the Capital
Reserve Fund 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 Pledged
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 transmitied to the Trustee at least monthiy;
such Pledged Receipts, together with all Pledged
Receipts collected by the Trustee, shall be
credited to the Revenue Fund, except for Pledged
Receipts which are investment earnings of the
Capital Reserve Fund, which shall be credited to
the Capital Reserve Fund in accordance with
Section 506(B). Upocn receipt by the Trustee or
any Depositary of any Pledged Receipts, such
Pledged Receipts shall be deemed to be credited
1o the Revenue Fund, except for Pledged Receipts
which are investment earnings of the Capital
Reserve Fund, which shall be deemed to be
credited to the Capital Reserve Fund in
accordance with Section 506(B).
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(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
depasit 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

Accounts, {A) The Corporation hereby
establishes and creates the State Projects Account
as a special account within the Education Loan
Trust Fund to be held by the Trustee in trust
hereunder. Within the State Projects 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):

{1) State Projects Fund;
(a) Series State Projects
Accounts;

(2) Revenue Fund;
(a) Interest Account;
(b) Principal Account;
{c) Redemption Account;

{3) Capital Reserve Fund,

{4) Pledged Loans Fund.

(B) Any amounts held by a Depositary
as agent for the Trustee and all amounis held
under the Custodian/Depositary/Servicing
Agreement shall be deemed to be held by the
Trustee 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 shallbe
considered trust funds for the purposes of this
Indenture.

Section 502 - State Projects Fund. {A)
The Corporation shall create or identify in the
Supplemental Indenture authorizing a Series of




Bonds a Series State Projects Account within the
State Projects 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,

(B} Exceptas permitted by subsection
(F) of this Section, amounis in any Series Account
shall be expended only (i) to pay the cost of
acquiring or financing State Projects (i) 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, (jii) to pay the principal or Redemption
Price, if any, of and interest on the Bonds when
due by transfer to the appropriate account of the
Hevenue Fund, as applicable, (iv) to pay any costs
associated with any of the foregoing, or (v) for
suich other purposes as the Corporation may direct
inwriting, including, but not limited to, the payment
of Program Expenses. Investment Securities
acquired with amounts in a Series State Projects
Account shall be credited to that Series State
Projects Account.

(C) The Trustee shall pay out and
permit the withdrawal of amounts on deposit in the
State Projects Fund at any time for the purposes
set forth in (B) of this Section, but only upon
receipt of a Certificate of an Authorized Officer of
the Corporation 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 the State}, ({iii) in reasonable
detail the purpose or purposes of such withdrawal
and stating that such withdrawal from any Series
State Projects Accountis a proper charge thereon,
and {iv) if the withdrawal is for payment of a cost of
State Projects, a reference to the State law that
permits the use of proceeds of the Bonds for such
cost.

{D) At any time that Bonds of a Series
shall be subject o 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 the Series State Projects
Account for such Bonds, then from any other
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Series State Projects Account to the Redemption
Account or 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. If, after making any
transfer required pursuant to the preceding
sentence there remains an insufficiency, the
Trustee shall apply amounts in the Capital
Reserve Fund in accordance with and subject to
the terms of Section 506 hereof to satisfy such
insufficiency. 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 By
Class in Descending Order of Priorty.

(E)

{F) Upon the payment or redemption
of all of the Outstanding Bonds of any Series, the
balance, if any, remaining in the Series State
Projects Account established for such Series shall
be transferred to the Revenue Fund.

RESERVED

Section 503 - Bevenue 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, except that Pledged
Receipts which are investment earnings of the
Capital Reserve Fund shall be credited o the
Capital Reserve Fund as provided in Section
506(B) herecf.

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

S 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 paymenis or Yield Reduction
Payments required to comply with its
covenant contained in Section 714.



Second: 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 inferest), unless
otherwise specified with respect to any
Series of Bonds in the Supplemental
Indenture authorizing the Series of Bonds.

Third: To the Principal Account,
the amecunt 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
Outstanding 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.

Fourth: To the Interest Account
first and the Principal Account second the
amounts necessary to make the payments
described in Paragraphs Second and
Third 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
Fourth if any such principal or interest
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 o such
payments shall, instead, be applied to
honor any reimbursement or payment
obligation under any such instrument
corresponding to any such payment.

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

Sixth: 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
reasonable and necessary Program
Expenses and, in addition, any amount
needed fo pay fees and expenses with
respect to any Credit Enhancement, any
Interest Rate Exchange Agreement, or
any Auction Agent or broker dealer;
provided that the amount so paid to the
Corporation or set aside in reserve during
any fiscal year of the Corporation 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
Confirmation that reflects any greater
amount before establishing any such
greater amount in a Supplemental
Indenture.

Seventh: 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
508(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 {ii) 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 By Class in Descending
Order of Priority, 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
Bands have been set aside in accordance with the
requirements of paragraph Fourth of Section
503(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, that, unless otherwise provided in the
Supplementat Indenture authorizing the issuance
of a Series or Class of Bonds, each payment shall
be made By Class in Descending Order of Priority,
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 (fogether 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 6802 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.
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(D)  Notwithstanding the foregoing
provisions of this Section 504, if interest or
principal with respect to any Bond is paid from
Credit Enhancement and such paymentis required
{0 be reimbursed, then amounis held in the
Interest Account and in the Principal Account shall
be used to make such reimbursement in lieu of
making such interest or principal payments in
accordance with the terms of the instrument
creating the Credit Enhancement.

Section 505 - Bedemption Account. {A)
There shall be deposited in the Redemption
Account any amounts which are required to 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 to
the provisions of ihis Indenture or of any
Supplemental Indenture requiring the application
thereof to the purchase or redemption of any
particutar Bonds, the Trustee shali apply any
amounts deposited in the Redemption Account to
the purchase or redemption of any of the Bonds
(or to the reimbursement of any Credit
Enhancement provider for amounts advanced by
Credit Enhancement to pay for such purchase or
redemption} at the times and in the manner
provided in this Section and in Section 802 or
Section 603, as applicable.

(B) At any time prior to the forty-fifth
day prior {o 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 depaositin
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 thifeen menths after such
purchase in which event such purchase price shall



not exceed the highest Redemption Price payable
on any such date upaon the redemption of such
Bond. Inthe 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.

{C) The Corporation may, from time to
time by written instructions, direct the Trustes 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 pericd of forly-five days next preceding any
date on which such Bonds are subject to
redemption.

(D) 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 Officer
specifying a differeni 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 shall
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
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amount of the unsatisfied balance of such Sinking
Fund Payment. The Trustee shall so call 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.

{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 Redemplion 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
rmoneys in the Redemption Account and there
shall be Qutstanding 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 Revenue Fund.

(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 irrevocable instructions
to give such a notice on a future date, amounts in
the Redemption Account may, upen 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} lf, one Business Day
before any Interest Payment Date, the amount in
the Principal Account or the Interest Account
(taking into account amounts scheduled to be
received from Investment Securities at any time
before such Interest Payment Date) shall be less
than the ameunt required for the payment of all
Principal Instaliments and interest on Outstanding
Bonds of a Class due on such interest Payment
Date, the Trustee shall apply all Surplus Revenues
and then amounts in the related Series Accounts
and then from any other Series Accounts to satisty
such insufficiency and, if an insufficiency remains
thereafter, shallimmediately 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 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 iess 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
thereafter, shallimmediately notify the Corporation
of such event and shall apply amounts from the
Capital Reserve Fund to the extent necessary to
make good the deficiency. Amounis so applied
shall be applied By Class in Descending Order of
Pricrity. If, on any date specified in this Section
506(A) forthe 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 Fund Requirement, the Trustee shall
immediately notify the Corporation of such event
and, upon the written direction of the Corporation,
shall immediately transier to the Capital Reserve
Fund from assets of the Corporation made
available for such purpose by the Corporation 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 al
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 inferest 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 Fund Requirement, as the case may be.
In determining whether the amount in the Capital
Reserve Fund is at least equal to the Capital
Reserve Fund Requirement, the Trustee shall
include the amcunt of cash and the principal
amount of Investment Securities held in the Capital
Reserve Fund, together with the amount 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.
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(B8) All income earned or gains
realized as a result of the investment of amounts
on deposit in the Capital Reserve Fund shali 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 Fund Requirement, the Trustee shall
transfer the amount of such excess to the
Revenue Fund.

<) Whenever the Corporation shall
deliver instructions to the Trustee to redeem
Bonds of a paricular 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 depositin any
Fund or Account other than the Capital Reserve
Fund, the Trustee shall calculate the amount by
which the amount on deposit in the Capital
Reserve Fund will exceed the Capital Reserve
Fund Regquirement immediately following the
redemption of the Bonds specified in such
instructions {and to 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 shalt also take
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 Fund Requirement as a result of
the redemption of Bonds from the amounts o 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 sole
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 Oufstanding Bonds of a Series in
accordance with their terms (including the Sinking
Fund Payments for the retirement thereof), and
immediately thereafter the amount on deposit in



the Capital Reserve Fund shall at least equal the
Capital Reserve Fund Requirement, such amount
shall, at the written 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 ameount necessary to make said transfer shall
be liquidated.

{E) The Trustee shall sell or redeem
investment Securities to the extent necessary to
provide money o 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 or redemption as permitted
pursuant to this Section.

Section 507 - Pledged Loans Fund. (A)
The Corporation may deposit loans and other
assets in any amount in the Pledged Loans Fund
at any time. Upon the payment or redemption of
all of the OQutstanding Bonds of a Series and
payment to the Insurer of all amounts due under
the Insurance Agreement, if any, relating to such
Series, the halance, if any, remaining in the
Pledged Loans Fund for that Series shall be
transferred to the Corporation.

{B) At any time the Corporation may
direct the Trustee o withdraw Pledged Loans or
other property from the Pledged Loans Fund, 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
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shall cure the Event of Default or
payment default);

(iii) the Capital Reserve Fund will
be funded to at least the Capital
Reserve Fund 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 fo the withdrawal of
Pledged Loans and other
property pursuant to this Section
504(C}) 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 cther
property transferred to it for any lawful purpose.

{C) The Corporation may at any time
sell, assign, transfer or otherwise dispose of a
Pledged Loan at a price (i) at least equal to the
principal amount thereof {plus accrued interest) (a)
when the amounts on depositin 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 Loan at such lower
price. The Corporation shall sell Pledged Loans if
necessary to prevent the occurrence of an Event
of Default. The Corparation 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 508 - Excess Coverage. At any
time, but no more frequently than once every
month, 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 Defaull or payment default exists
hereunder. Promptly upon the Trustee's receipt of
that Cerlificate with a Rating Confirmation
reflecting the release of any Excess Coverage, the
Trustee shall refease such Excess Coveragetothe
Corporation from the Pledged Loans Fund or from
the Revenue Fund, as set forth in such Certificate,
forany of its corporate purposes, including, without
limitation, the deposit of said amounts in any Fund
or Account or the acquisition of additional loans for
transfer to any Fund. The Trusiee may
conclusively rely upon such Certificate without
further duty to examine orinvestigate 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 Sertes 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 thareafter, 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 shallinlike
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 thereof or
drawings thereunder (a "Credit Enhancement
Fund") for the benefit of any Series of Bonds to
which such Credit Enhancement has been
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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 Outstanding.
Amounts held in a Credit Enhancement Fund shall
not 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 Cradit Enhancement.

(C) If the Corporation creates a Credit
Enhancement Fund, the Corporation may direct, in
the Supplemental indenture creating such Credit
Enhancement Fund, that the Trustee pay, andif 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 requirements 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 ina Class at least as
high as the Class of the Bonds it secures.



{D) If the Corporation enters into an
Interest Rate Exchange Agreement or obtains
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 Enhancement 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 creating 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 - Deposits and Investments.
(A} All 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 frust 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
Depositary 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
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purchased as an investment of such moneys. All
amounts 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. Untii 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
State acting under the Custodian Agreement, in
accordance with the Custodian Agreement, The
Trustee may make any and all investments
permitted by the provisions of this Section 511
through its own investment department or that of
its affiliates. The Corporation acknowledges that
to the extent that regulations of the Comptroller of
the Currency or other applicable regulatory agency
grant the Corporation the right to receive
brokerage confirmations of security transactions,
the Corporation waives receipt of such
confirmations.

(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 Corporation 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 fumished. Upon
receipt of such schedule or 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 o 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; (i) the average
maturities of investrnents purchased with amounts
in the Capital Reserve Fund may be limited
pursuant to the provisions of a Supplemental
Indenture; and (iii} investments purchased with
amounts in the Principal Account must mature or
be redeemable at the option of the holder no later
than the day before the Interest Payment Date on
which amounts used to purchase such
investmenis 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 beifore the Interest Payment Date on
which amounts used to purchase such
investments are needed to pay interest on the
Bonds. The obligations purchased shaill 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.

{C) 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 times 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 details 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) occurs and is continuing,
the Trustee may use moneys from any Fund or
Account created hereunder to make payments

required hereunder.
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ARTICLE VI
REDEMPTION OF BONDS

Section 601 - Privilege of Bedemption and
Bedemption Price. Bonds subject to redemption
prior to maturity pursuant t¢ 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
in the Supplemental Indenture autherizing 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
availabte 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 depasit
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 least 45 days before the redemption date
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 s 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 addition to other moneys, if any,
available therefor held herein, wilt be sufficient to
redeem on the redemption date atthe Redemption
Price.thereof, all of the Bonds to be redeemed.

Section 603 - Redemption Otherwise Than
at Corporation's Election or Direction. Whenaver
by the terms of this Indenture the Trustee is
required to redeem Bonds otherwise than at the
election or direction of the Corporation, and




subject to and in accordance with the terms of this
Article, the Supplemental Indenture authorizing the
Series of Bonds of which the Bonds fo be
redeemed are part, and, {o 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 805.

Redeemed by Lot. In the event of redemption of
less than all the Outstanding Bonds of like Series,
Class, and maturity, the Trustee shall select the
Bonds to be redeemed, from all Bands 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 Bedemption.
When the Trustee shall receive notice from the
Corporation of its election or direction to redeem
Bonds pursuant fo Section 602, and when
redemption of Bonds is required by this Indenture
pursuantto 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
maoney 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 upoen such redemption will be
payable and, if less than all of the Bonds of any
ke Series, Class, and maturity are o be
redeemed, the letters and numbers or other
distinguishing marks of such Bonds so to be
redeemed and, in the case of Bonds to be
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, together 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 money in an
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amount sufficient to pay such amounts on such
date, then such notice of redemption shall be null
and of no effect. The Trustee shall mail a copy of
such notice, postage prepaid, at least 10 days but
not more than 30 days before the redemption date,
io 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 redemption and failure so to
mail any such notice shall not affect the validity of
the proceedings for the redemption of Bonds.

Seclion 606 - Payment of Redeemed
Bonds. Notice 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
atthe Redemption Price, plusinterest accrued and
unpaid to the redemption date, and, upon
presentation and surrender therecf at the office
specified in such notice, such Bonds, or portions
thereof, shall be paid at the Redemption Price plus
interest accrued and unpaid fo the redemption
date. If there shall be drawn for redemption less
than all of a Bond, the Corporation shall execute
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 to bear
interest untit paid at the same rate as they would
have borne had they not been called for
redemption.



ARTICLE VI
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 Frice, 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 punctually 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 Payment 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 for interest by the purchase
or funding of such Bonds or claims for interast 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 or claims 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 to this Indenture,
including the investments, if any, thereof, or out of
any assets orrevenues 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 principal of all Bonds Outstanding
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
office 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
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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 Corpoeration and may appoint
ohe 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 shali, so far as it may
be authorized by law, pass, make, do, execute,
acknowledge and defiver, all and every such
further resolutions, acts, deeds, conveyances,
assignments, transfers and assurances as may be
necessary for the befter 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, or intended so to be, or
which the Corporation may become bound to
pledge or assign.

Section 705 - Power 1o Issue Bonds and
Pledge Revenues, Funds and Other Property. The
Corporation is duly authorized under all applicable
laws to authorize and issue the Bonds for the
purposes herein authorized and o 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 Noies, 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 Corperation shalt 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 its revenues, expenses, and
changes in net assets; (b) its balance sheet or
statement of net assets showing its assets and
liabilities at the end of such fiscal year; and {(c) iis
statement of cash flows for such fiscal year. 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 generally accepted accounting
principles.

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

Section 707 - Pledged Loans Fund. (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) 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 amounts in a manner
consistent with such purpose, and {ii} diligently
enforce, and take all steps, actions and
proceedings reasonably necessary inthe judgment
of the Corporation to enforce, all terms, covenants
and conditions of the 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
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therecf.  Notwithstanding the foregoing, the
Corporation may medify the terms of any Pledged
Lecan or Pledged Loan Note or any group of
Pledged Loans or Pledged Loan Notes or take any
other action it chooses which may have the effect
of modifying the terms of any Pledged Loans or
Pledged Loan Notes, provided that the Corporation
(i} obtains the Insurer's written consent to such
moedification or other action, and (i) files with the
Trustee Rating Confirmation reflecting such
modification or other action.

{B) The Corporation hereby
represents and warrants that it has the experience
to administer and service the Pledged Loans in
accordance with the requirements of the Act and
covenants that it shall at all times take all action to
ensure that the administering and servicing of the
Pledged Loans complies with the requirements of
the Act.

Obligations. (A} The Corporation shall 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, together 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 cpinion of
Bond Counsel exceed in aggregate
principal amount any limitation thereon
imposed by law; and

(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 Fund
Requirement.

Section 709 - The Capital Reserve Fund.
{A) The Corporation shall at ail 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 order to befter secure the
Bonds and to make them more marketable and to
maintain in the Capital Reserve Fund in an amount
equal to the Capital Reserve Fund Requirement, in
the event that the Capital Reserve Fund falls
below the Capital Reserve Fund Requirement, the
Corporation shall, in compliance with the
provisions of the Act, cause the Chairman of the
Board of Directors of the Corparation annually, on
or before January 15 of each vyear, to cerify in
writing to the Governor of the State and the
Chairmen of the House and Senate Finance
Committees the amotnt, if any, required to restore
the Capital Reserve Fund to the Capital Reserve
Fund Requirement. A copy of such Certificate
shall be promptly delivered to the Trustee. All
moneys received by the Corparation 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 1o the
end of each calendar quarter during which the
Bonds are Ouistanding, 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 Fund Reguirement 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 law or by this Indenture to exist, to have
happened or to have been parformed 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,
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together with all other indebiedness 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.

Seclion 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 covenanis 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 - Piedge and Agreement of
the State. As authorized by the Act, the following
pledge and agreement of the State of Alaska is
made:

The State pledges to, and agrees with,
registered owners of the Bonds that the State will
not limit or alter the righis and powers vested in
the Corporation under Alaska Statutes, Sections
14.42.100 through 14.42 890, to fulfill the terms of
contracts 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.

Section 714 - Tax Covenants. (A) The
Corporation 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 purposes. The Corporation shall at all times do
and perform all acts and things necessary or
desirable, including, but not limited 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 Corporation 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 result in 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;
Bankruptey. (A) The Corporation hereby
covenants and agrees that it will comply with and
carry out all the provisiocns of each Continuing
Disclosure Certificate. Notwithstanding any other
provision of this Indenture, failure of the
Corporation to comply with any Continuing
Disclosure Ceftificate shall not be considered an
Event of Default, and any Bondholder may take
such actions only as may be provided in such
Continuing Disclosure Certificate.

(B) 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.

ARTICLE Vili
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
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on, the authentication and delivery of
Bonds or the issuance of other evidences
of indebtedness;

(2) To add to the covenants
and agreemenis 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 to the imitations
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 Corporation 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 agreemenis of the
Corporation contained in this Indenturs;

{5) To authorize Bonds of a
Series and, in connection therewith, (A} to
specify and determine the matters and
things referred to in, or otherwise {ake the
actions described in, Sections 208, 302,
306(A), 307, 401(A){(2), 401(B), 510, 511,
8601, 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 af any time
prior {0 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



{o 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 expressedto
be, effective only after all Bonds of any
Series Outstanding at the date of the
adoption of such Supplemental Indenture
shall cease to be Outstanding, and (ii)
such Supplemental Indenture 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
ptace 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 Ouistanding.

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 comrect
any 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
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desirable and are not contrary o 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. At any
time or from time to time, 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 IX,
shall become fully effective in accordance with its
terms as provided in said Article.

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 Ariicle or Article 1X
contained shalt 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 Corporaticn o
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 Corporation
without the conseni 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 fited 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, fo applicable
bankruptcy, reorganization, insolvency,

maratorium, or ofher laws affecting creditors' rights
generally from time to time in effect).

(C) 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 counse! (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 medify any of the rights 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
shal] be fully complied with if it is mailed postage
prepaid only (i) to each registered owner of Bonds
then OQutstanding at such registered owner's
address, if any, appearing upon the registry books
of the Corporation, (i) 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 (iii} to the Trustee.

Section 902 - Powers of Amendment. Any
modification or amendment of this Indenture or of
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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
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, (i) in case less than all of
the several Series or Classes of Bonds then
Outstanding are affected by the modification or
amendment, of the helders of at least two-thirds in
principal amount of the Bonds of each Series or
Class so0 affected and Qutstanding at the time
such consent is given, and (i) 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 Bends shall
not be deemed to be Qutstanding for the purpose
of any calculation of Quistanding Bonds under this
Section. No such modification 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 shall reduce the percentages or
otherwise affect the classes of Bonds the consent
of the holders of which is required {o 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. For
the purposes of this Section, a Series or Class
shall be deemed to be affected by a modification
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 Opinion, 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, to 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
Corporation to Bondholders . Such Supplementai
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
QOutstanding Bonds specified in Section 902 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 (i} 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 certificates 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 forin
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
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the Trustee to the effect that no revocation thereof
is on file with the Trustee.

<) Atanytime after the holders of the
required percentages of Bonds shall have filed
their consents to the Supplemental Indenture, the
Trustee shall make and file 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 that the Supplemental Indeniure
adopted by the Corporation 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 Gorporation by mailing such
notice to Bondholders at least once not more than
ninety days afier 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 maiied 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 modification shall be deemed conclusively
binding upon 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 court 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 pericd 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 Indenture as they may deem
expedient.

Section 904 - Modifications by Unanimous
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 Outstanding, 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 modification 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 Corporation shall not be
entitied 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 VIl or this Article
provided may, and, if the Ceorporation 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
ypon 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 upen any Bond issued upon any
such transfer or exchange by the Trustee asto any
such action. if the Corperation or the Trustee shall
s0 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
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Qutstanding, 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:

N the Corporation shall
default in the payment of the principal or
Redemption Price, if any, of any Bond of
the highest Class Outstanding when and
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 shali 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 on
its 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 thersof 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
Outstanding;

(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 ftrustee, receiver,
liquidator, custedian or other similar
official of it or any substantial part of its
property, or shall consent to any such
relief or to the appointment of or taking
possession by any such official in an
involuntary case or other proceeding
commenced against it, or shall make a
general assignment for the benefit of
creditors, or shall fail generaliy to pay its
debts 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
bankruptcy, insolvency or other similar law
now or hereafter in effect or seeking the
appeintment of a trustee, receiver,
liquidator, 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
hereafter 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 shaill be deemed fo 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.
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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 io which the Trustee has
knowledge, the Trustee shall proceed, or upoen the
happening and continuance of any Event of
Default specified in paragraph (4), (5), (8) 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%j) in principal amount
of the Qutstanding 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 andto require
the Corporation to carry cut any other
covenant or agreement with Bondhelders
and to perform its duties under the Act;

()

by bringing suit upon the
Bonds;

{3) by action or suitin equity,
to require the Corporation to account as if
it were the trustee 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 suitin equity,
enjoin any acts or things which may be
unlawful or in violation of the rights of the
holders of the Bonds;

{2) by declaring all Bonds
due and payable, and if ali 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 Qutstanding Bonds of the
highest Class Outstanding, by annuiiing
such declaration and its consequences; or

(8) 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 amounis 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 inlerest specified in such Bonds,
{ogether 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 available 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 Aricle 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
holders of the Bonds and for the paymant of the
charges and expenses and liabilities incurred and
advances made by the Trustee or any Paying
Agents in the performance of their respective
duties under this Indeniure, shall be applied as
follows:
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(1) Unless the principal of all
of the Bonds shall have come or have
been declared due and payable, the
Trustee shall make the fellowing
payments within the highest Class of
Bonds Cutstanding 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
entitied thereto of all installments of
interest then due in the order of the
maturity of such installments, and, if the
amoeunt available shall not be sufficient to
pay in fuli any instaliment, then to the
payment thereof ratably, according to the
amounts due on such instaliment, 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
thereto, without any discrimination or
preference except with respectto 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,
shall 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 instalfment of interest over any other
installment 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 to
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,
gs the Trustee in its 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 Paying 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 difigence, 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 shali be an Interest Payment Date
unless the Trustee shall deem another date more
suitable} upon which such application is 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 deemn 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 cancellation.
Section 1005 - Termination of

Proceedings. Incase of any proceedings taken by
the Trustee on account of any Event of Default
shall have been discontinued or abandoned for
any reasen, then in every such case the
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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 Outstanding 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
i the opinion of the Trustee would be unjustly
prejudicial to Bondholders not paries 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 writien 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 Qutstanding 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 institute
such 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 reasonable time; and such nctification,




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 cor 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 faw with
respect to the Bonds of this Indenture, except in
the 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 all holders of the Cutstanding
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
Corporation 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, gach 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, orinany
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 sult, 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, o 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 for 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.
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Trustee Not Bequired. 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 1008 - Bemedies 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 o any other
ramedy given hereunder or now or hereafier
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 accruing
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 Indenture to
the Trustee and the holders of the Bonds,
respectively, may be exercised from time o 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 neotice. 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 Xi
CONCERNING THE FIDUCIARIES

Section 1101 - Trustee. U.S. Bank
National Association, a trust company or bank
having the powers of a trust company doing
business and having a corporaie trust office in



Seattle, Washington, is hereby appointed as
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 accepted 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 Payving Agents. (A) The
Corporation shall appoint one or more Paying
Agents for the Bonds of any Series in the
Supplemental Indenture authorizing such Bonds or
shall 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
Corporation 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
assumeas 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 certificate on the
Bonds. No Fiduciary shall be under any
responsibility or duty with respect to any other
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Fiduciary. No Fiduciary shall 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 to its
satisfaction. No Fiducfary 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 Default has
occuired and is continuing, the Trustee shall
exercise such of the rights and powers vested in it
by this Indeniure 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 shali 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 Qutstanding
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, or in
the exercise of any of its rights or powers, if it shall
have reasonable grounds for believing that
repayment of such funds or adequate indemnity
against such risk or liability is not reasonably
assured to it. Except as otherwise expressly
provided herein, the Trustee shall determine
whether any conditions or requirements set forth
herein for any purpocse have been met, and such
determination by the Trustee shall be conclusive.

(E) Regardless of whether itis 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 to 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
Indeniure, unless such Bondholders shall have
offered to the Trustee security or indemnity to its
satisfaction against the costs, expenses and
liabilittes 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, cedificate, 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 pariies are
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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 o 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 io 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 trusts 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 o the funds and accounts held by
the Trustee or its agent hereunder for payment
except as otherwise provided hergin. 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 effectivenass 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 confinuation 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 Trustes
employs attorneys or incurs other fees and
expenses for the collection of paymenis 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 Trusiee forthe reasonable
fees of such attorneys and such other reascnable
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 no representations or
warranly, express or implied, with respect to,
compliance with the Act, the making of loans, the
servicing of loans, or the sufficiency of the
promissory notes or other instruments or
documentation related thereto.

(@) The Trustee's rights to
indemnification and payment of its fees, expenses,
losses andliabilities shall survive its resignation or
removal and final payment of the Bonds.

(P} The Trustee makes no
representation as to the <correctness or
completeness of any information contained in any
offering document or other offering material
pertaining to, and prepared in furtherance of the
sale of, any Series of Bonds.

Section 1104 - Evidence cn Which
Fiduciaries May Act. Each Fiduciary may rely and
shall be protected in acting upon any notice,
resolution, request, consent, order, cettificate,
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 hereunder
in 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
gvidence 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 or 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
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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 Corperation by an Authorized
Officer.

Section 1105 - Compensation. The
Corporation shall pay to the Trustee and to each
Paying Agent from time to time reasonable
compensation for all services rendered under this
Indenture, and also all reasonable fees, expenses,
charges, counsel fees and other dishursements,
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
ligbilities, losses, expenses, and advances which
it may incur in the exercise and performance of its
powers and duties hereunder, which are notdue {0
its negligence or willful 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 Indenture,
regardless of whether any such committee shall
represent the holders of a majorily in principal
amount of the Bonds then Cutstanding.

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 less 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 netice
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 ot
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 Outstanding 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 Defauit,
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
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 shali take
charge or control of the Trustee, or of its property
or affairs, the Corporation covenants and agrees
that it will thereupon appoint a successor Trustee.
The Corporation shall provide written notice of
such appointment to the registered owners of the
Bonds and, if any Bonds are Cutstanding in bearer
form, shall also publish notice of such appointment
in an Authorized Newspaper, such notice o be
given and publication to be made within twenty
days after such appeintment.

(B) ifin a proper case no appointment
of a successor Trustee shall be made pursuant to
the foregoing provisions cf this Section within forty-
five days after the Trustee shall have given to the
Corporation written notice, as provided in Sectlion
1107, or after avacancy 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 thersupon,
after such notice, if any, as such court may deem

Alaska Student Loan Corporation
MASTER INDENTURE

1-48

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 to
examination by federal or state authority, having a
capital and surpius aggregating at least Seventy-
Five Million Dollars ($75,000,000) and acceptable
to each Credit Enhancement if there be such a
trust company or bank willing and able o 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 1o Successor Trusiee. Any successor
Trustee appointed under this Indenture, shall
execute, acknowledge and deliver to its
predecessor Trustee, and also to the Cerporation,
an instrument accepting such appointment, and
thereupon such successar 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 Trusiee in and 1o 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 orinstrument in writing from the
Corporation be required by such successor
Trustee for more fully and certainly vesting in and
confirming to such successor Trustee any such
estaies, righis, 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 company into which any Fiduciary may be
merged or converted or with which it may be
consolidated or any company resulting from any
merger, conversion or consclidation to which 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 or 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
Trustee 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, and in all such cases such
ceftificate 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.

Section 1113 - Resignation or Bemoval of
the Paying Agents and Appointment of
Successars. (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 fited 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 the powers of a trust 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
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perform all the duties imposed upon it by this
indenture.

(B} 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 Cwnership 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
morg instruments of similar tenor, and shall be
signed or executed by such Bondholders in person
or by their attorneys appointed in writing. Proof of
(iy 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 ctherwise
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 o 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
instrument is signed by a person
purporting to be the president or a vice
president of such corporation with a
corporate seal affixed and attested by a
person purporting o 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 cerificate, 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
sifuated, 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
certificate if the certificate contains a
sfatement 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 certificate to
the depository, except with the consent of
the Trustee, and a certificate of the
Trustee, which need notbe 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
be 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 hy the
Corporation or any Fiduciary in accordance
therewith.

Section 1115 - Preservation and
Inspection of Documents. All documents received
by any Fiduciary under the provisions of this
Indentura or any Supplemental Indenture shall be
retained in its possession until six {B) years after
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
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representatives, any of whom may make copies
thereof.

Section 1116 - Administration of Education
Loan Program. The Corporation agrees that the
Trustee shall have no responsibility whatsoever for
monitering, or any other activity, with respect to the
Corporation's administration of loan programs or
the servicing of loans.

Section 1117 - Power to Appoint Co-
Trustee. (A) Atany time after an Event of Default,
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-trusiee shall, to the
extent permitted by applicable law, be appointed
subject to the following terms:

(i) The Bonds shall be
authenticated and delivered sclely 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,

(i) 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 acls, in which event

such rights, powers, duties and
obligations shall be exercised by such co-
trustee.



(iiiy 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.

() Should any written instrument
from the Corporation be required by any co-trustee
50 gppointed 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.

()] 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 to the Trustee.
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ARTICLE XlI
MISCELLANEQUS

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
to be paid all other sums payable hereunder by the
Corporation, including any amounts payable to the
United States, then the pledge of any revenues
and assets hereby pledged and all other rights
granted hereby shall, 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 satisfied. In such
event, the Trustee shall, upon the written request
of the Corporation, execute and deliver to the
Corporation all such instruments as may be
desirable fo evidence such discharge and
satisfaction and the Fiduciaries shall pay over or
deliver 1o the Corporation all moneys or securities
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 fo have been
paid within the meaning and with the effect
expressed in subsection (A) of this Section. All
Qutstanding 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 (j) in
case any of said Bonds are to be redeemed on
any date prior to their maturity, the Corporation
shall have given o 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 to 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 o it irrevocable instructions to mail a
notice to the holders of such Bonds that the
deposit required by (i} 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 Ceunsel'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 Securites or moneys
deposited with the Trustee pursuant fo 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 Investment
Securities deposited with the Trustee, if not then
needed for such purpose, shall, to the extent
practicable, be reinvested in Investment Securities
maturing at times and in amounts sufficient to 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 over to 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
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shalt hold, pursuant o this Indenture, moneys
sufficient to pay the principal and interest to
maturity on all Qutstanding Bonds or to pay, in the
case of Bonds in respect of which the Corporation
shall have taken all action necessary to 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 one
year 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 maneys were held by the Fiduciary at such
date, or for one year 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
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 one year after such date, the Trustee
shail pay over such amount, together with all
investment earnings thereon and all investment
earnings on any investment earnings, to the
Corporation.

Section 1203 - No Hecourse Under
Indenture or on Bonds. All covenants, stipulations,
promises, agreements and obligations of the
Corporation contained in this Indenture 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 fo Credit Enhancement Agency. The Trustee
shall give prompt notice to the Rating Agencies
and any Credit Enhancement Agency of the
resignation of the Trustee or the appointment of
any successor Trustee, of any amendment o or
modification of this Indenture or the execution of
any Supplemental indenture or when there are no
longer any Bonds remaining Outstanding. All
notices to a Rating Agency or a Credit
Enhancement Agency hereunder shall be sent by
first class mail to the address provided to the
Trustee by such Raling Agency or Credit
Enhancement Agency.

Section 1205 - Conilict. 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 faws 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 U.S. Bank National Association has
caused this Indenture to be executed by its
Assistant Vice President, all as of the day and year
first above written.

ALASKA STUDENT LOAN CORPORATION

By
DIANE BARRANS
Executive Officer
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U.S. BANK NATIONAL ASSOCIATION

By

GREG SKUTNIK
Assistant Vice President

EXHIBIT A

CUSTODIAN/DEPOSITARY/SERVICING
AGREEMENT



APPENDIX Il

First Supplemental Indenture



First Supplemental Indenture

between

ALASKA STUDENT LOAN CORPQORATION
and

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

Dated as of March 1, 2005

-1



TABLE OF CONTENTS

Parties, Preambles and Granting Clauses . 1

FormofBond ........... .. .. 2
Form of Trustee's Certificate of
Authentication ............ ... ... ... 6
ARTICLE |
DEFINITIONS
~Section 101 - Definitions ............... 7
Section 101 - Conflict with Indenture ... .. 15

ARTICLE I
AUTHORIZATION, TERMS AND ISSUANCE

Section 201 - Authorization, Principal
Amount, Designation, and
Series; Creation of Funds

and Accounts .......... 16
Section 202 - Purposes . .............. 16
Section 203 - Date of Series ABonds .... 16
Section 204 - Maturities and Interest Rates;
OtherTerms .......... 16
Section 205 - Denominations, Numbers, and
letters ............... 17
Section 206 - Paying Agents; Mathod of
Payment ............. 17
Section 207 - Redemption ............. 18

Section 208 - Book Eniry Series A Bonds . 19
Section 2089 - Delivery of Series A Bond

Certificates ........... 20
ARTICLE Il
EXECUTION AND DELIVERY
Section 301 -Execution ............... 20
Section 302 -Delivery ................ 20

ARTICLE IV
DISPOSITION OF PROCEEDS

Section 401 - Series A State Projects Account;

Capital Reserve Fund ... 21
Section 402 - [RESERVED] ............ 21
Section 403 - Application of Proceeds .... 21

-2

ARTICLE V
TAX MATTERS
Section 501 - Rebate Procedures ....... 21
Section 502 - Tax Covenants . .......... 22
ARTICLE VI
RIGHTS OF THE BOND INSURER
Section 601 - Capital Reserve Fund . .. .. 22
Section 602 - Voting Right or Privilege . ... 23
Section 603 - Acceleration ............. 23
Section 604 - Covenant Default ......... 23
Section 605 - Third Party Beneficiary ... .. 23
Section 606 - Amendment or Modification
tolndenture ........... 23
Section 607 - Event of Default ....... ... 23
Section 608 - Rights of the Bond Insurer .. 24
Section 608 - Defeasance of the Series A
Bonds ............... 24
Section 610 - Bond Insurer Payments .... 25
Section 611 - Corporation and Trustee
Covenants ............ 25
Section 612 - Claims Upon the Municipal
Bond insurance Policy and
Payments by and to the
BondlInsurer . .......... 25
Section 613 - Bond Insurer Payments .... 26
Section 614 - Reimbursement to Bond
Insurer ............... 27
Section 615 - Application of Fund Upon
Default ............... 27
Section 616 - Payments By the Bond
Insurer ............... 27
Section 617 - Address of Bond Insurer. ... 27
Section 618 - Submission of Information to
Bond insurer. ......... 28
Section 619 - Trustee's Consideration. 29
Section 620-Contracts. ............... 29
ARTICLE VII
MISCELLANEQUS
Section 701 - [RESERVED] ............ 29

Section 702 - No Recourse Against Members

or Other Persons . ..., .. 29
Section 703 - [RESERVED] ............ 29
Section 704 - Reports; Future Issues;

Continuing Disclosure ... 29
Section 705 - [RESERVED] ............ 30
Section 706 - Effective Date . .. ......... 30



FIRST SUPPLEMENTAL INDENTURE

THIS FIRST SUPPLEMENTAL
INDENTURE, made and entered into as of
March 1, 2005, by and between the ALASKA
STUDENT LOAN CORPORATION, a public
carporation and government instrumentality
created and existing under the laws of the State
of Alaska (herein called the "Corporation”}, and
U.S. BANK NATIONAL ASSCCIATION, a
national banking association organized and
existing under the laws of the United States, as
Trustee {herein called the "Trustee").

WITNESSETH:

WHEREAS, the Corporation and U.S.
Bank National Association entered into an
Indenture dated as of March 1, 2005 (the
"Indenture”) to secure issues of the
Corporation's Student Lcan Revenue Bonds;
and

WHEREAS, under the terms of the
Indenture, the Corporation and the Trustee may
enter into a supplemental indenture from time to
time to authorize the issuance of a Series of the
Corporation's State Projects Revenue Bonds;
and

WHEREAS, itis the purpose of this First
Supplemental  indenture to authorize the
issuance of the Corporation’s Stale Projects
Revenue Bonds, 2005 Series A, in the
aggregate principal amount of $88,305,000 (the
"Series A Bonds"); and

WHEREAS, the Corporation is
authorized to issue its Series A Bonds for the
purpose, among other things, of funding State
Projects; and

WHEREAS, all conditions, things, and
acts required by the Constitution and statutes of
the State of Alaska to exist, happen, and be
performed precedent to and in connection with
the issuance of the Series A Bonds exist, have
happened, and have been performed in due
time, form, and manner as required by taw, and
the Corporation is now duly authorized and
empowered, pursuant to each and every
requirement of law, to issue the Series A Bonds
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for the purpose, in the manner, and upon the
terms hergin and in the Indenture provided; and

WHEREAS, in order {o provide for the
authentication and delivery of the Series A
Bonds, to establish and declare the terms and
conditions upon which the Series A Bonds are to
be issued and secured, and to secure the
payment of the principal thereof and of the
interest thereon, the Corporation has authorized
the execution and delivery of this Supplemental
Indenture; and

WHEREAS, the Series A Bonds and the
Trustee's certificate of authentication are tobe in
substantially the following forms with such
insertions or variaticns as to any redemption or
amortization provisions and interest rate
provisions, and with such other necessary or
appropriate variations, omissions, and
insertions, as the Corporation’'s Chair or
Executive Officer may approve and as may be
permitted or required by the Indenture or this
First Supplemental Indenture:

[FORM OF BOND]

Financial Security Assurance Inc.
("Financial Security"), New York, New York, has
delivered its municipal bond insurance policy
with respect to the scheduled payments due of
principal of and interest on this Bond to [Paying
Agent, City, State], or its successor, as paying
agent for the Bonds (the "Paying Agent"). Said
Policy is on file and available for inspection at
the principal office of the Paying Agent and a
copy thereof may be obtained from Financial
Security or the Paying Agent.

Maturity Date: 1, No. R-_
interestRater  _ _ _ _ _ _ % CUSsSIP
No.:

Principal Amount: $

ALASKA STUDENT LOAN CORPORATION
STATE PROJECTS REVENUE BONDS
2005 Series A

Alaska Student Loan Corporation

{(hereinafter called the "Corporation"), a public
corporation and government instrumentality of



the State of Alaska (herein called the "State")
created and existing under and by virtue of the
laws of the State, acknowledges itself indebted,
and for value received hereby promises to pay,
but solely from the revenues and assets pledged
therefor pursuant to the hereinafter defined
indenture, to CEDE & Co., orregistered assigns,
the principal amount specified above on the
maturity date specified above, upon the
presentation and surrender hereof, and to pay
interest on said principal sum, but solely from
the aforementioned pledged revenues and
assets, to the registered owner of this Bond
from March 30, 2005, or from the most recent
Interest Payment Date to which interest has
been paid or duly provided for, until the
Corpoeration's obligation with respect to the
payment of said principal sum shall be
discharged, at the rate per annum specified
above, payable July 1, 2005, and semi-annually
thereafter on the first day of July and on the first
day of January (the "Interest Payment Dates").
The principal of this Bond is payable when due
upon presentation and surrender heraof at the
corporate trust office of U.S. Bank National
Association in St. Paul, Minnesota, as Trustee,
or as otherwise directed by the Trustee. Interest
on this Bond shall be paid by mailing a check on
the Interest Payment Date for such interest
payable to or upon the written order of the
person entitled thereto (such person being the
holder of record on the Record Date, as defined
below, applicable to such Interest Payment
Date) at such person's address as it appears on
the bond register of the Corporation; provided,
however, that the registered owner of this Bond
may request payment of interest at the corporate
trust office of U.S. Bank National Association in
St. Paul, Minnesota, on any Interest Payment
Date if such registered owner notifies the
Trustee in writing not later than 30 days before
such Interest Payment Date of such registered
owner's election to so receive such payment of
interest; and provided, further, that the
registered owner of $1,000,000 or more in
principal amount of the Series A Bonds shall be
paid interest by wire transfer to an accountin the
United States if such registered owner makes a
written request to the Trustee at [east 30 days
before the Interest Payment Date on which such
wire transfer payments are to begin, specifying
the account address; provided, however, that
while this Bond is held in a Book Entry System,
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principatl of and interest on this Bond shali be
paid as provided in the hereinafter described
First Supplemental Indenture. Interest on this
Bond will be calculated on the basis of a
360-day year consisting of twelve 30-day
months. Payment shall be made in {awful money
of the United States of America.

This Bond is one of the Bonds of the
Corporation designated "Alaska Student Loan
Corporation, State Projects Revenue Bonds,
2005 Series A" (herein called the "Bonds"),
authorized to be issued under and pursuant to
Sections 100 - 390 of Chapter 42 of Title 14 of
the Alaska Statutes, as amended (herein called
the "Act"), and an Indenture by and between the
Corporationand U.S. Bank National Association,
as Trustee, (said Trustee thereto under the
Indenture and the First Supplemental Indenture
herein called the "Trustee") dated as of March 1,
2005, and the First Supplemental Indenture by
and between the Corporation and the Trustee
dated as of March 1, 2005 (herein called the
"Indenture" and the “First Supplemental
Indenture", respectively) which together set forth
the terms upon which the Bonds are issued and
describe the security therefor. Unless otherwise
defined herein, capitalized words used herein
shall have the meaning assigned to them in the
Indenture or First Supplemental Indenture.

The Record Date in respect of any
Interest Payment Date on this Bond shall be the
15th day of the month immediately preceding
such Interest Payment Date, regardless of
whether such day is a Business Day.

The Bonds are issued in the aggregate
principal amount of $88,305,000 under the
Indenture and First Supplemental Indenture in
denominations of $5,000 and any integral
multiple thereof, in fully registered form only.
Copies of the Indenture and First Supplemental
Indenture are on file at the office of the
Corporation in Juneau, Alaska, and at the
corporate trust office of the Trustee, and
reference to the Indenture and the First
Supplemental Indenture and any and all
supplements, modifications, and amendments to
either of them and to the Act is made for a
description of the pledges and covenants
securing the Bonds, the nature, extent, and
manner of enforcement of such pledges, the



rights and remedies of the registered owners of
the Bonds with respect thereto, and the terms
and conditions upon which the Bonds have been
issued and may be issued thereunder. To the
extent and in the manner permitted by the terms
of the Indenture, the provisions of the Indenture
or any indenture amendatory thereof or
supplemental thereto (including the First
Supplemental Indenture} may be modified or
amended by the Corporation. The holder of this
Bond shall have no right to enforce the
provisions of the Indenture or the First
Supplemental Indenture, to institute action to
enforce the provisions of the Indenture or the
First Supplemental Indenture, or to institute,
appear in, or defend any suit or other proceeding
with respect thereto, except as provided in the
Indenture and the First Supplemental Indenture.
In certain events, on the conditions, in the
manner, and with the effect set forth in the
Indenture and the First Supplemental Indenture,
all or part of the principal of the Bonds, with
accrued interest thereon, may become or may
be declared due and payable before the maturity
thereof.

The Bonds are not transferable when
held in the Book Entry System except out of the
Book Entry System under the conditions
described in the First Supplemental Indenture.
This Bond is transferable, as provided in the
Indenture, only upon the bond register of the
Corporation kept by the Trustee, upon surrender
of this Bond together with a written instrument of
transfer satisfactory to the Trustee duly executed
by the registered owner or the registered
owner's attorney duly authorized in writing, and
thereupon a new Bond or Bends in the same
aggregate principal amount, interest rate, and
maturity shall be issued to the transferee in
exchange therefor as provided in the Indenture
and upon the payment of charges, if any, as
therein prascribed. The Corporation and the
Trustee may treat and consider the person in
whose name this Bond is registered as the
absolute owner hereof for the purpose of
receiving payment of, or on account of, the
principal hereof and interest due hereon and for
all other purposes whatsoever.

This Bond is a spacial, limited obligation
of the Corporation payable solely from revenues
and assets pledged under the indenture and any
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supplemental indentures (including, but not
limited to, the First Supplemental Indenture)
adopted under the Indenture. The Bonds do not
constitute a debt, liability, or other obhligation of
the State or of any political subdivision of the
State other than the Corporation. Neither the
faith and credit nor the taxing power of the State
or of any political subdivision thereof (including
the Corporation) is pledged to the payment of
the principal of or interest on the Bonds. The
Corporation has no taxing power.

This Bond is not subject to redemption
prior to its scheduled maturity.

Neither the mermbers of the Corporation
nor any person executing this Bond shall be
liable personally hereon or shall be subject to
any personal liability or accountability by reason
of its execution.

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

IT IS HEREBY CERTIFIED, RECITED,
AND DECLARED that all acts, conditions, and
things required by the Constitution and statutes
of the State and the Indenture and the First
Supplemental Indenture to exist, to have
happened, and to have been performed
precedent to and in the issuance of this Bond
exist, have happened, and have been performed
in due time, form, and manner as required by
law and that the issue of the Bonds, together
with all other indebtedness of the Corporation, is
within every debt and other limit prescribed by
law.

IN WITNESS WHEREOF, the Alaska
Student Loan Corporation has caused this Bond
to be executed in iis name by the manual
signature of its Chair or Executive Officer,
attested by the manual signature of an
Authorized Officer, and its corporate seal to be
affixed, imprinted, engraved, or otherwise
reproduced hereon.



ALASKA STUDENT LOAN CORPORATION

By
{SEAL]
Chair

ATTEST:

Authorized Officer

TRUSTEE'S CERTIFICATE OF
AUTHENTICATION

This Bond is one of the Bonds described
in the within-mentioned First Supplemental
Indenture and is one of the State Projects
Revenue Bonds, 2005 Series A, of the Alaska
Student Loan Corporation.

U.S. BANK NATIONAL ASSQOCIATION,
as Trustee

By
Authorized Signatory

Date of Authentication:

and

WHEREAS, all acts and proceedings
required by law necessary to make the Series A
Bonds, when executed and duly issued by the
Corporation and authenticated and delivered by
the Trustee, the valid, binding, and legal
obligations of the Corporation and to constitute
the Indenture and this First Supplemental
Indenture a valid and binding agreement for the
uses and purposes therein and herein set forth,
in accordance with their terms, have been done
and taken; and the execution and delivery of the
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Indenture and this First Supplemental Indenture
have been in all respects duly authorized;

NOW, THEREFORE, THIS FIRST
SUPPLEMENTAL INDENTURE WITNESSETH,
that in order to secure the payment of the
principal of, and the interest on, all Series A
Bonds at any time issued and cutstanding under
this First Supplemental Indenture, according to
their tenor, and to secure the performance and
observance of all the covenants therein and
herein set forth, and o declare the terms and
conditions upon and subject to which the Series
A Bonds are to be issued and received, and for
and in consideration of the premises and of the
mutual covenants herein contained and of the
purchase and acceptance of the Series A Bonds
by the holders thereof, and for other valuable
consideration, the receipt of which is hereby
acknowledged, the Corporation covenants and
agrees with the Trustee, for the benefit of the
respective holders from time to time of the
Series A Bonds, as follows:

ARTICLE ARTICLE |
DEFINITIONS

Section 101 - Definitions. In this First
Supplemental indenfure, uniless the context
otherwise reqguires, the following words and
terms shall have the meanings set forth in this
Section:

“Beneficial Owner" shall mean either the
person in whose name a Series A Bond is
recorded as the beneficial owner of such Series
A Bond by the respective systems of DTC
Participants or, if the Series A Bond is not then
registered in the name of Cede & Co. and held
in the Book Entry System, the Bondholder of the
Series A Bond.

"Book Entry Systemn” shall mean the
system in which the Series A Bonds
{represented by one Series A Bond certificate for
each maturity of the Series A Bonds) are
delivered into the possession of DTC and are
issued and fully-registered as to principal and
interest in the name of Cede & Co., and whereby
beneficial interests in the Series A Bonds are
purchased by investors through DTC
Participants, such interests shown and transfers
thereof effected only through the records



maintained by the respective DTC Participants
from whom each such investor acquired such
beneficial interest.

“Bond Insurer" shall mean Financial
Security Assurance Inc., a New York Stock
insurance company, or any successar thereto or
assignese thereof.

"Capital Reserve Fund Requirement”
shall mean, at any time, Eligible Capital Reserve
Assets in a principal amount equal to the least of
the following amounts: (1) 10% of the stated
principal amount of the Series A Bonds; (2)
125% of average annual principal and interest
payments required for the Series A Bonds; or (3)
the maximum annual principal and interest
required for the Series A Bonds.

"Cede & Co." shall mean Cede & Co.,
the nominee of DTC, and any successor
nominee of DTC with respect to the Series A
Bonds.

“Closing Date™ shall mean March 30,
2005.

"Code" shall mean the Internal Revenue
Code of 1986, as amended.

"Continuing Disclosure Certificate" shall
mean the Continuing Disclosure Certificate
between the Corporation and the Trustee dated
March 30, 2005, as originally executed and as it
may be amended from time to time in
accordance with its terms.

"DTC" shall mean The Depository Trust
Company, a limited purpose trust company
organized under the laws of the State of New
York, and its successors and assigns.

"DTC Participants" shall mean trust
companies, banks, brokers, dealers, clearing
corporations, and certain other organizations
that are participants of DTC.

"Eligible Capital Reserve Assets" shall
mean (i) cash, (i) Investment Securities, (iii) a
non-cancelable surety bond issued by an
insurance company licensed to conduct an
insurance business in any state of the United
States {or by a service corporation acting on
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behalf of one or more such insurance
companies) which insurance company or
companies, as of the time of issuance of such
surety bond, is rated in the highest rating
category by any Rating Agency and if the
Corporation files with the Trustee a Rating
Confirmation reflecting such surety bend, and
{iv) an irrevocable letter of credit issued by a
financial institution which maintains an office,
agency or branch in the United States and, as of
the time of issuance of such letter of credit, is
rated in one of the two highest long-term rating
categories by one or more of the Rating
Agencies, but only if the Corporation files with
the Trustee a Rating Confirmation reflecting
such lefter of credit.

“"Indenture” shall mean the Indenture
betweenthe Corporation and U.S. Bank Naticnal
Association, as Trustee, dated as of March 1,
2005, and securing the Corporation's State
Projects Revenue Bonds.

“Interest Payment Date" shall mean
each January 1 and each July 1, commencing
with July 1, 2005.

"Investment Securities" for all purposes
other than (i} investments in escrow accounts
and (i) investing, and receiving credit for,
accrued and capitalized interest shall mean:

{a) Direct obligations of {including
cbligations issued or held in
book entry form on the books
ofy the Department of the
Treasury of the United States of
America;

Obligations of any of the
following federal agencies
which obligations represent the
full faith and credit of the United
States of America:

- Export-lmport Bank
- Farm Credit System Financial
Assistance Corporation
- Rural Economic Community
Development Administration (formerly
known as Farmers Home
Administration})



Administration

- General Services
- .8, Maritime Administration
- Small Business Administration
-  Government National

Morigage Association (GNMA)

Administration

{©

(e)

- U.S. Bepartment of Housing &
Urban Development (PHA's)
- Federal Housing

- Federal Financing Bank;

Senior debt obligations rated
"AAA" by Standard & Poor's
issued by the Federal National
Mertgage Association or the
Federal Home Loan Morigage
Corporation, obligations of the
Resolution Funding
Corporation (REFCORP),
senior debt obligations of the
Federal Home Loan Bank
System, and senior debt
obligations of any government
sponsored agencies approved
by Financial Security
Assurance Inc;

U.S. Dollar denominated
deposit accounts, federal
funds, and bankers'

acceptances with domestic
commercial banks (including
any affiliate of the Trustee)
which have a rating on their
short term ceriificates of
deposit on the date of purchase
of "A-1" or "A-1+" by Standard
& Poor's and maturing no more
than 360 days after the date of
purchase (for purposes of this
definition, the rafing of a
holding company shall not be
considered the rating of any
bank held by such holding
company};

Commercial paper which is
rated at the time of purchase
"A-1+" by Standard & Poor's
and which matures not more
than 270 days after the date of
purchase;
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Investments in a money market
fund rated "AAAmM" or
"AAAmM-G" or better by
Standard & Poor's, including
money market funds from
which the Trustee or its affiliate
derives a fee for investment
advisory or other services to
the fund;

Pre-refunded municipal
obligations defined as follows:

Any bonds or other
obligations of any state of the
United States of America or of
any agency, instrumentality or
local governmental unit of any
such state which are not
callable at the option of the
abligor prior to maturity oras to
which irrevocable instructions
have been given by the obligor
to call on the date specified in
the notice, and (A} which are
rated, based on an irrevocable
escrow account or fund (the
"escrow"), in the highest rating
category of Standard & Poor's;
or (B)(i) which are fully secured
as to principal and interest and
redemption premium, if any, by
an escrow consisting only of
cash or obligations describedin
paragraph (a) above, which
escrow may be applied only to
the payment of such principal of
and interest and redemption
premium, if any, on such bends
or other obligations on the
maturity date or dates thereof
or the specified redemption
date or dates pursuant to such
irrevocable instructions, as
appropriate; and (i) which
escrow is sufficient, as verified
by a nationally recognized
independent certified public
accountant, to pay principal of
and interest and redemption
premium, if any, on the bonds
or other obligations described
in this paragraph on the



maturity date or dates specified
in the irrevocable instructions
referred to above, as
appropriate;

general obligations of states
with a rating of at isast "A2/A"
or higher by Standard & Peor's.

Repurchase agreements for 30
days of less provided the
following criteria are met:

0

(ii)

the agreement must be
between the
Corporation, the
Trustee, or third party
acting as agent for the
Corporation or the
Trustee, and a dealer
bank or securities firm,
which may only
include:

1) primary
dealers on the
Federal
Reserve
reporting
dealer list
which are
rated A or
better by
Standard &
Poor's and
Moody's, or

2) banks rated
"A" or above
by Standard &
Poor's and
Moody’s;

the written contract
must include the
following:

1) securities
which are
acceptable for
transfer are
investment
Securities
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described in
(a), (b} and (c)
above;

2) the term of the
agreement
may be up to
30 days;

3 the collateral
must be
delivered to
t h e
Corporation,
the Trustee (if
the Trustee is
not supplying
the collateral)
or third party
acting as
agent for the
Trustee before
o r
simultaneousl
y with
payment;

(4} the securities must
be wvalued weekly,
marked-to-market at
current market price
plus accrued interest;
the value of the
collateral must be
equal to 104% of the
amount of cash
transferred by the
Corporation or the
Trustee to the dealer
bank or security firm
under the agreement
plus accrued interest; if
the value of the
securities held as
collateral is, at any
time, below 104% of
the value of the cash
transferred by the
Corporation or the
Trustee, then
additional cash or
acceptable securities
{as described in (ii){1)



of this paragraph) must
be transferred; i,
however, the securilies
used as collateral are
FNMA or FHLMC
obligations, then the
value of collateral must
equal 105%; and

(iii} the Corporation or the
Trustee must receive a
legal opinion stating
that the form of the
agreement, which shall
be aftached to such
opinion, meets
guidelines under State
law for legal
investment of public
funds; provided,
however, that the
opinicn described in
this clause (i) is
required io be
delivered only on the
date of issuance of the
Bonds and on the date
the Corporation or
Trustee enters into a
repurchase agreement
that is in a form
materially different
from the form for which
an opinion has
previously baen given
pursuant to this clause

(iii)."

Investment agreements with a
domestic or fereign bank or
corporation (other than a life or
property casualty insurance
company) the long-term debt of
which, or, in the case of a
guaranteed corporation the
long-term debt, or, in the case
of amonoline financial guaranty
insurance company, claims
paying ability, of the guarantor
is rated at least "AA" by
Standard & Poor's and "Aa" by
Moody's; provided that, by the
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terms

of the investment

agreement:

(i)

(if)

(i)

interest payments are
to be made to the
Trustee attimes and in
amounts as necessary
to pay debt service (or,
if the investment
agreement is for the
construction fund,
construction draws) on
the Bonds;

the invested funds are
available for
withdrawal without
penalty or premium, at
any time upon not
more than seven days'
prior notice; the
Corporation and the
Trustee hereby agree
to give or cause to be
given notice in
accordance with the
terms of the
investment agreement
s0 as to receive funds
thereunder with no
penalty or premium
paid;

the investment
agreement shall state
that is the
unconditional and
general obligation of,
and is not
subordinated to any
other obligation of, the
provider thereof or, if
the provider is a bank,
the agreement or the
opinion of counsel
shall state that the
obligation of the
provider {0 make
payments thereunder
ranks pari passu with
the obligations of the
provider to its other
depositors and its



(iv}

(v}

other unsecured and
unsubordinated
creditors;

the Corporation or the
Trustee receives the
opinion of domestic
counsel (which gpinion
shall be addressed to
the Corporation and
the Bond Insurer) that
such investment
agreement is legal,
valid, binding and
enforceable upon the
providerin accordance
with its terms and of
foreign counsel (if
applicable) in form and
substance acceptable,
and addressed to, the
Bond Insurer;

the investment
agreement shall
provide thatif during its
term:

1) the provider's

rating by
either
Standard &
Poor's or
Moody's falls
helow "AA-" or
"Aaild",

respectively,
the provider
shall, at its
option, within
10 days of
receipt of
publication of
s u ¢ h
downgrade,
either (i}
collateralize
the investment
agreement by
delivering or
transferring in
accordance
with applicable
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state and
federal laws
{other than by
means of
entries on the
provider's
books) to the
Corporation,
the Trustee or
a third party
acting solely
as agent
therefor (the
"Holder of the
Collaterai"}
collateral free
and clear of
any third-party
liens or claims
the market
value of which
collateral is
maintained at
levels and
upon such
conditions as
would be
acceptable to

S & P and
Moody's to
maintain  an
"A" rating in

an "A" rated
structured
financing (with
amarketvalue
approach); or
(i) repay the
principal of
and accrued
but unpaid
interest on the
investment,
and

the provider's
rating by
either
Standard &
Poor's or
Moody's is
withdrawn or
suspended or



(vi)

falls below "A-
" or "A3",
respectively,
the provider
must, at the
direction of the
Corporation or
the Trustee
(who shall
give such
direction if so
directed by the
Bond insurer),
within 10 days
of receipt of
such direction,
repay the
principal of
and accrued
but wunpaid
interest on the
investment, in
either case
with no
penalty or
premium to
t h e
Corporation or
Trustee, and

The investment
agreement shali state
and an opinion of
counsel shall be
rendered, in the event
collateral is required to
be pledged by the
provider under the
terms of the
investmentagreement,
at the time such
collateral is delivered,
that the Holder of the
Collateral has a
perfected first priority
security interest in the
collateral, any
substituted collateral
and all proceeds
thereof (in the case of
bearer securities, this
means the Holder of
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(vil)

the Collateral is in
possession);

the investment
agreement must
provide that if during its
ferm:

1) the provider
shall default in
its payment
obligations,
the provider's
obligations
under the
investment
agreement
shall, at the
direction ofthe
Corporation or
the Trustee
{who shall
give such
direction if so
directed by the
Bond insurer),
be accelerated
and amounts
invested and
accrued but
unpaidinterest
thereon shall
be repaid to
t h e
Corporation or
Trustee, as
appropriate,
and

2) the provider
shall become
insolvent, not
pay its debts
as they
become due,
be dectared or
petiticn 10 be
declared
bankrupt, etc.
("event of
insolvency"),
the provider's
obligations



s h a | |
auiomatically
be accelerated
and amounts
invested and
accrued but
unpaid interest
thereon shali
be repaid to
t h e
Corporaticn or
Trustee, as
appropriate.

If Additional Bonds are issued and Investment
Securities are defined differently in the
supplemental indenture or indenture, then only
those investments appearing in both or all
definitions shall be Investment Securities.

"Letter of Instructions" shall mean a
letter of instructions from the Corporation to the
Trustee, accompanied by an opinion of Bond
Counsel to the effect that compliance with the
provisions of such Letter of Instructions {or
amendment or supplement thereto) is necessary
under Section 148 of the Code and Regulations
adopted thereunder.

"Letter of Representations” shall mean
the Blanket Issuer Lefter of Representations
dated July 26, 1995, from the Corporation to
DTC, which shall be the binding obligation of the
Corporation,

"Municipal Bond Insurance Policy" shall
mean the municipal bond insurance policy
issued by Bond Insurer guaranteeing the
scheduled payment of principal of and interest
on the Series A Bonds when due.

"Payment Date" shall mean any Interest
Payment Date and any other date on which a
payment of principal of or interest on the Series
A Bonds is due hereunder or under the
Indenture.

"Purchasers" shall mean RBC Dain
Rauscher Inc. and the other underwriters, if any,
identified in the Bond Purchase Agreement
dated March 22, 2005, relating to the sale of the
Series A Bonds.
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"Record Date" shall mean, with respect
to any Interest Payment Date for the Series A
Bonds, the 15th day of the month preceding
such Interest Payment Date, regardless of
whether such day is a Business Day.

“Regulations" shall mean the regulations
adopted under the Code.

"Series A Bonds" shall mean the
Corporation's  $88,305,000 State Projects
Revenue Bonds, 2005 Series A.

"Standard & Poor's" shall mean
Standard & Poor's Ratings Group or any
successor thereto.

"Supplemental Indenture” shall mean
this First Supplemental Indenture.

Unless otherwise expressly provided
herein, capitalized terms used herein shall have
the meanings assigned to them in the Indenture,

Section 102 - Conflict with Indenture. n
the event of a conflict between the provisions of
this Supplemental indenture and the Indenture
or any other supplemental indenture, the
provisions of this Supplemental Indenture shall
govern for so long as any of the Series A Bonds
remain OQutstanding (except as may be
otherwise provided herein).

ARTICLE ARTICLE Ii
AUTHORIZATION, TERMS AND ISSUANCE

Section 201 - Authorization, Principal
Amount, Designation, and Series; Creation of
Funds and Accounts. A Series of State Projects
Bonds (denominated the "Series A Bonds") is
hereby authorized to be issued in the aggregate
principal amount of $88,305,000. The
Corporation has ascertained and hereby
determines and declares thatthe issuance of the
Series A Bonds is authorized by the Act and is
necessary or convenient to carry out the powers
and duties expressly provided by the Act and to
carry out and effectuate the purposes of the
Corporation in accordance with the Act. In
addition to the title "State Projects Revenue
Bond" the Series A Bonds shall bear the
additional designation "2005 Series A" after said
title, and each as so designated shall be entitled




"State Projects Revenue Bond, 2005 Series A"
the Corporation hereby designates the Series A
Bonds as Class 1 Bonds. The Series A Bonds
may be issued only in fully registered form,
There is hereby created in connection with the
issuance of the Series A Bonds the 2005 Series
A State Projects Account within the State
Projects Fund and the 2005 Series A Pledged
Loans Account within the Pledged Loans Fund,
each of said accounts to be maintained and
used in accordance with the Indenture and this
Supplemental Indenture.

Section 202 - Purposes. The Series A
Bonds are being issued for the purpose of
funding Staie Projects.

Section 203 - Date of Series A Bonds.
The Series A Bonds shall be dated March 30,
2005.

Section 204 - Maturities and Inierest
Rates; Other Terms. (A) The Series A Bonds
shall mature on January 1 and July 1 of the
following years in the principal amounts set forth
opposite each such date, and the Series A
Bonds maturing on each such date shall bear
interest from March 30, 2005, or from the most
recent Interest Payment Date to which interest
has been paid, payable semi-annually on each
Interest Payment Date, commencing July 1,
2005, at the rate set opposite such date in the
following table:

Principal Interest
Maturity Date Amount Rate
January 2006 $6,305,000 5.00%
July 1, 2006 6,000,000 5.00
January 1, 2007 6,000,000 5.00
July 1, 2007 6,000,000 5.00
January 1, 2008 5,500,000 5.00
July 1, 2008 5,500,000 5.00
January 1, 2009 5,500,600 5.00
July 1, 2009 5,000,000 5.50
January 1, 2010 5,000,000 5.00
July 1, 2010 5,000,000 5.50
January 1, 2011 5,000,000 5.00
July 1, 2011 4,500,000 5.00
January 1, 2012 4,500,000 5.25
July 1, 2012 4,250,000 5.25
January 1, 2013 4,250,000 525
July 1, 2013 4,000,000 5.25
January 1, 2014 3,600,000 525
July 1, 2014 3,000,000 525
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Interest on the Series A Bonds
shall be calculated on the basis of a 360-day
year consisting of twelve 30-day months.

{B) The Series A Bonds will be
secured by Credit Enhancement in the form of
the Municipal Bond Insurance Policy and will not
include any tender or put options.

Section 205 - Denominations, Numbers
and Letters. The Series A Bonds maturing in
each year shall initially be issued in global book
entry form registered in the name of Cede & Co.,
as nominee for DTC, and, subject to Section
208, may thereafter be issuad in fully registered
form in denominaticns of $5,000, or any whole
multiple thereof not exceeding the aggregate
principal amouni of Series A Bonds matuiing in
such year. The Series A Bonds shall be
numbered separately from 1 consecutively
upwards in such order as the Trustee in its
discretion shall determine.

Section 206 - Paying Agents; Method of
Payment. (A) The Trustee is hereby appointed
the Paying Agent for the Series A Bonds
pursuant to Section 1102 of the Indenture.

(B) While the Series A Bonds are
held in the Book Entry Systemn, payment of
principal thereof and interest thereon shall be
made by wire transfer of same day funds or in
such other manner as permitted by the Letter of
Represeniations to the account of Cede & Co.
on the Payment Date at the address indicated
for Cede & Co. in the bond register kept by the
Trustee.

{C) While the Series A Bonds are
not held in the Book Entry System, principal of
and interest on the Series A Bonds shall be paid
by mailing a check on the Payment Date on
which such principal or interest is due, payable
to or upon the written order of the Bondholders,
as of each Record Date, of the Series A Bonds
at their addresses as they appear on the bond
register; provided, however, that (i) any such
Bondholder may request such payment in
person at the principal corpoerate trust office of
the Trustee on any Payment Date if such
Bondholder notifies the Trustee in writing not
later than 30 days before such interest Payment
Date of such Bondholder's election so to receive



such payment of interest; and (i) a registered
owner of $1,000,000 or more in principal amount
of the Series A Bonds shall be paid interest by
wire transfer to an account in the United States
if such Bondholder makes a written reguest to
the Trustee at least 30 days before the Interest
Payment Date on which such wire transfer
payments are to begin specifying the account
address.

(D} All payments under (B) or (C) of
this Section shall be accompanied by CUSIP
number identification (with appropriate dollar
amount of payment pertaining to each CUSIP
number in case there is more than one CUSIP
number in connection with a payment) for the
Series A Bonds to which the payment pertains.
Payment of principal of the Series A Bonds
under (B) or (C) of this Section shall be made
when due upon presentation and surrender of
the Series A Bonds to which such payment
pertains at the principal corporate trust office of
the Trustee in St. Paul, Minnesota, or at such
other location as directed by the Trustee.

§=) For purposes of Section 503(C),
paragraph Fourth, of the Indenture, in
determining the amounts to be paid into the
Principal Account pursuant to said paragraph,
principal of the Series A Bonds shall be deemed
to accrue each month in an amount equal to the
principal amount of the Series A Bonds
scheduled to mature on the next maturity date
as set forth in Section 204(A) divided by the
number of whole months between the month in
which such deposit is to be made and the said
maturity date (inclusive of both such months).

Section 207 - Bedemption. The Series
A Bonds are not subject to redemption prior to
their respective scheduled maturities.

Section 208 - Book Entry Series A
Bonds. (A) So long as the Series A Bonds are
held in the Book Entry System the holder of ali of
the Series A Bonds shall be DTC, and the Series
A Bands shall be registered in the name of Cede
& Co., as nominee for DTC. The Letter of
Representations is incorporated herein by
reference.

(B) The Series A Bonds shall be
initially issued in the form of a single fully

l11-15

regisiered certificate in the amount of each
separate stated maturity of the Series A Bonds.
Upon initial issuance, the ownership of such
Series A Bonds shall be registered in the registry
hooks of the Corporation kept by the Trustee in
the name of Cede & Co., as nominee of DTC.
The Trustee and the Corporation may treat DTC
{orits nominee) as the sole and exclusive holder
of the Series A Bonds registered in its name for
the purposes of payment of the principal or
redemption price of or interest on the Series A
Bonds, selecting the Series A Bonds or portions
thereof to be redeemed, giving any notice
permitted or required to be given to Bondholders
under the Indenture or this Supplemental
Indenture, registering the transfer of Series A
Bonds, and obtaining any consent or other
action to be taken by Bondholders and for all
other purposes whatsoever; and neither the
Trustee nor the Corporation shall be affected by
any notice to the contrary. Neither the Trustee
nor the Corporation shall have any responsibility
or obligation to any DTC Participant, any person
claiming a beneficial ownership interest in the
Series A Bonds under or through DTC or any
DTC Participant, or any other person not shown
on the registration books kept by the Trustes as
being a Bondholder, with respectto the accuracy
of any records maintained by DTC or any DTC
Participant, the payment by DTC or any DTC
Participant of any amount in respect of the
principal or Redemption Price of or interest on
the Series A Bonds; any notice permitted or
required to be given to Bondholders under this
Indenture; the selection by DTC or any DTC
Participant of any person to receive payment in
the event of a partial redemption of the Series A
Bonds; or any consent given or other action
taken by DTC as Bondholder. The Trustee shall
pay from moneys available hereunder all
principal of and premium, if any, and interast on
the Series A Bonds only to or "upon the order of”
DTC ({(as that term is used in the Uniform
Commercial Code as adopted in the State), and
all such payments shall be valid and effective to
fully satisfy and discharge the Corporation's
obligations with respect to the principal of and
premium, if any, and interest on the Series A
Bonds to the extent of the sum or sums so paid.
So long as the Series A Bonds are held in the
Book Entry System, no person other than DTC
shall receive an authenticated Series A Bond
certificate. Upon delivery by DTC {o the Trustee



of DTC's written notice to the effect that DTC
has determined to substitute a new nominee in
place of Cede & Co., and subject to the
provisions of the Indenture and this
Supplemental Indenture with respect to transfers
of Series A Bonds, the term "Cede & Co." in this
Supptemental indenture shall refer to such new
nominee of DTGC.

Section 209 - Detivery of Series A Bond
Certificates. At any time, the Corporation may
notify DTC and the Trustee, whereupon DTC will
notify the OTC Participants, of the availability
through DTC of Series A Bond certificates. In
such event, the Trustee shall issue, transfer, and
exchange, at the Corporation's expense, {ully
registered Series A Bond cerdificates as
requested in writing by DTC in appropriate
amounts. DTC may determine to discontinue
providing its services with respect to the Series
A Bonds at any time by giving written notice to
the Corporation and the Trustee and discharging
its responsibilities with respect thereto under
applicable law. Under such circumstances (if no
successor securities depositary is appointed by
the Corporation), the Corporation and the
Trustee shall be cbligated to deliver Series A
Bond certificates as described in the Indenture
and this Supplemental indenture, provided that
the expenses in connection therewith shall be
paid by the Corporation. In the event Series A
Bond cerificates are issued, the provisions of
the indenture and this Supplemental indenture
shall apply to, among other things, the transter
and exchange of such ceriificates and the
method of payment of principal of and premium,
if any, and interest on such certificates.
Whenever DTC requests the Corporation to do
s0, the Corporation will cooperate with DTC in
taking appropriate action after written notice (a)
to make available one or more separate
certificates evidencing the Series A Bonds to
any DTC Participant having Series A Bonds
credited to its DTC account or (b} to arrange for
another securities deposilary to maintain
custody of certificates evidencing the Series A
Bonds. :

ARTICLE ARTICLE 1l
EXECUTION AND DELIVERY

Section 301 - Execution. The Series A
Bonds shall be execuied by the manual or
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facsimile signature of the Chair, Executive
Officer, or Finance Officer of the Corporation,
with such signature attested by the manual or
facsimite signature of an

Authorized Officer, and the seal of the
Corporation (or a facsimile thereof) shall be
affixed, engraved, imprinted, or otherwise
reproduced thereon.

Section 302 - Delivery.  After their
execution as hereinabove provided, the Series
A Bonds to he delivered to the Purchasers shall
be authenticated by the Trustee and, upon
satisfaction of the conditions contained in the
Indenture, shall be delivered to the Purchasers,

ARTICLE ARTICLE IV
DISPOSITION OF PROCEEDS

Section 401 - Series A State Projects
Account; Capital Reserve Fund. Upon receipt of
the proceeds of sale of the Series A Bonds, the
Carporation shall deposit (i} all of said proceeds
in the Series A State Projects Account, and (i}
Eligible Capital Reserve Assets in an amount at
least equal to the Capital Reserve Requirement
in the Capital Reserve Fund. The Corporation
may, at any time, satisfy the Capital Reserve
Requirement by depositing into the Capital
Reserve Fund, gither in addition to other assets
then in the Capital Reserve Fund or in
replacement thereof, Eligible Capital Reserve
Assets.

Section 402 - [RESERVEDI.

Section 403 - Application of Proceeds.
The Trustee shall apply amounts in the Series A
State Projects Account at the direction of the
Corporation (a) to the payment of reasonable
and necessary costs of issuance of the Series A
Bonds and {b) to the payment of costs of Series
A State Projects.

ARTICLE ARTICLE V
TAX MATTERS

Section 501 - Rebate Procedures. (A)
For purposes of complying with the arbitrage
rebate requirements of Section 148 of the Code
and Section 1.148-3 of the Regulations, the
Corporation or its designee shall calculate
rebatable arbitrage in accordance with this




Section and shall assure payment, or shall direct
the Trustee to pay {but, with respect to the
Trusiee, only from amounts in Funds and
Accounts as provided in the Indenture or this
Supplemental Indenture or, if such amounts are
insufficient ar unavailable for such purpose, from
amounts delivered for such purpose to the
Trustee from the Corporation), such rebatable
arbitrage to the United States in accordance with
this Section. The Trustee shall not be
respansible for calculating rebate amounts, for
the adequacy or correctness of any rebate
reports, or for enforcing compliance with rebate
filing or reprinting requirements.

(B} The Corporation shall calculate
and pay, or cause to be paid, the rebatable
arbitrage described in (A) of this Section in the
manner, at the times, and otherwise in
accordance with the procedures set forth in
Section 1.148-3 of the Regulations. For
purposas of such Regulations, the computation
dates shall be June 30, 2005, and June 30 of
every fifth year thereafter until all of the Series A
Bonds have beendischarged within the meaning
of said Regulations.

(<) The Corporation covenants that
it will engage professionally competent advisors
recognized in the field of municipal finance and
arbitrage rebate computation to assist it in
complying with the arbitrage rebate
computations required by Section 148 of the
Caode and by this Section.

(o} To the extent of any conflict
between this Section 501 and any Letter of
Instructions respecting the method of calculating
any amount to be rebated to the United States,
the Letter of Instructions shall control.

Section 502 - Tax Covenants. (A) The
Corporation shall not directly or indirectly use or
permit the use of any proceeds of the Series A
Bonds or any other funds of the Corporation or
take or omit to take any action that would cause
the Series A Bonds to be "arbitrage bonds"
within the meaning of section 148(a) of the Code
and Regulations promulgated thereunder. To
that end, the Corporation will comply with all
requirements of Section 148(a) of the Code to
the extent applicable to the Series A Bonds. In
the event that for purposes of this Section 502 it
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is necessary to restrict or to limit the yield on the
investment of any moneys held by the Trustee
under the Indenture, the Corporation shall so
instruct the Trustee in writing, and the Trustee
shall take such action as directed. The
Corporation specifically covenanis that the
Corporation will pay or cause to be paid to the
United States at the times and in the amounts
determined under this Supplemental Indenture
the rebate amounts described herein. The
Corporation further covenants and agrees that it
will take all action necessary to assure that
interest on the Series A Bonds shall be
excludable from gross income for purposes of
Federal income taxation.

(B) Terms used in this Section and
not otherwise defined herein shall have the
meanings assigned to such terms under the
Code and Regulations.

ARTICLE ARTICLE VI
RIGHTS OF THE BOND INSURER

The provisions of Sections 601 shall
remain in effect so long as the Municipal Bond
Insurance Policy shall be in effect.

Section 601 - Capital Reserve Fund.
The prior written consent of the Bond Insurer
shall be a condition precedent to the deposit of
any Credit Enhancement provided in lieu of a
cash deposit into the Capital Reserve Fund. In
addition, if the Corporation fails to comply with
the certification requirement of Section 709(b) of
the Indenture, the Bond Insurer shall be entitled
to direct the Trustee to exercise remedies of
enforcement found in Section 1003(A)(l) of the
Indenture.

Section 602 - Voting Right or Privilege.
The Bond Insurer shall be deemedto be the sole
holder of the Series A Bonds for the purpose of
exercising any voting right or privilege or giving
any consent or direction or taking any other
action that the holders of the Series A Bonds are
entitled o take pursuant Article IX and Article X
of the indenture.

Section 603 - Acceleration. Payment of
the Series A Bonds insured by the Bond Insurer
shall not be accelerated without the consent of
the Bond Insurer. in the event payment of the




Series A Bonds is accelerated, the Bond Insurer
may elect, in s sole discretion, to pay the
accelerated principal and interest accrued on
such principal to the date of acceleration (to the
extent unpaid by the Corporation) and the
Trustee shall be required to accept such
amounis. Upon payment of such accelerated
principal and interest accrued to the acceleration
date as provided above, the Bond Insurer's
obligations under the Municipal Bond insurance
Policy with respect to such Series A Bonds shall
be fully discharged.

Section 604 - Covenant Default. No
grace period for a covenant default shall exceed
30 days, nor be extended for more than 60 days,
without the prior written consent of the Bond
Insurer.

Section 805 - Third Party Beneficiary.
The Bond Insurer is deemed a third party
beneficiary tc the Indenture so long as the
Series A Bonds are insured by the Bond Insurer.

Section 606 - Amendment or
Modification to Indenture. MNo modification or
amendment to the Indenture or this First
Supptemental Indenture may become eftective
except upon obtaining the prior written consent
of the Bond Insurer. Copies of any modification
or amendment to the Indenture or this First
Supplemental Indenture shall be sent to Fitch
and Standard & Poor's at least 10 days prior to
the effective date thereof.

Section 607 - Event of Default. Unless
the Bond Insurer otherwise directs, upon the
occurrence and continuance of an Event of
Default or the occurrence and continuance of an
event which with notice or lapse of time or both
would constitute an Event of Default amounts on
deposit in the Series A State Projects Account
shall not be disbhursed but shall instead be
applied to the payment of debt service or
redemption price of the Series A Bonds.

Section 608 - Rights of the Bond
Insurer. The rights granted to the Bond Insurer
under the Indenture and this First Supplemental
Indenture to request, consent 1o, or direct any
action are rights granted to the Bond Insurer in
consideration of its issuance of the Municipal
Bond insurance Policy. Any exercise by the
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Bond Insurer of such rights is merely an exercise
of the Bond Insurer's contractual rights and shall
not be construed or deemed to be taken for the
benefit or on behalf of the Bondholders nor does
such action evidence any position of the Bond
Insurer, positive or negative, as to whether
Bondholder consent is required in addition to
consent of the Bond Insurer.

Section 609 - Defeasance of the Series
A Bonds. The Series A Bonds shall be defeased
in the manner set forth in Section 1201 of the
Indenture, provided however, so long as the
Series A Bonds are insured by the Bond Insurer,
the following additional requirements must also
be satisfied unless otherwise approved by the
Bond Insurer:

{A) The Corporation irrevocably
sets aside in a special account the following
investment securities pledged to affect such
redemption or retirement of the Series A Bonds:
{1} cash, {2) non-callable direct obligations of the
United States of America ("Treasuries"), (3}
evidences of ownership of proportionate
interests in future interest and principal
payments on Treasuries held by a bank or trust
company as custodian, under which the owner
of the investment is the real party in interest and
has the right to proceed directly and individually
against the obligor and the underlying
Treasuries are not available to any person
claiming through the custodian or to whom the
custodian may be obligated, (4} pre-refunded
municipal obligations rated "AAA" and "Aaa" by
Standard &Poor's and Moody's, respectively or
(5} securities eligible for "AAA" defeasance
under then existing criteria of Standard & Poor's
or any combination thereof;

{B) The Corporation secures a
report of an independent firm of nationally
recognized certified public accouniants or such
other accountant as shall be acceptable to the
Bond Insurer (the "Accountant”) verifying the
sufficiency of the escrow established to pay the
Series A Bonds in full on the maturity or
redemption date (the "Verification");

{C) The Bond Insurer accepts the
form and substance of the escrow deposit
agreement;



(D) A defeasance opinion of
nationally recognized bond ¢ounsel is rendered
in connection with the redemption or retirement
of the Series A Bonds; and

(E) The Trustee shall execute a
cerlificate of discharge in connection with the
redemption or retirement of the Series A Bonds.

The Bond Insurer shall be provided with
final drafts of the items (B) - (E) above not [ess
than five Business Days prior to funding the
defeasance escrow.

Section 810 - Bond Insurer Payments,
Amounts paid by the Bond Insurer under the
Municipal Bond Insurance Policy shall not be
deemed paid for purposes of the Indenture and
shall remain outstanding and continue to be due
and owing until paid by the Corporation in
accordance with the Indenture. The Indenture
shall not be discharged unless all amounts due
or to become due to the Bond Insurer have been
paid in full or duly provided for.

Section 611 - Corporation and Trustee
Covenants. The Corporatiocn and the Trustee
hereby covenant and agree to take such action
as is necessary from time to time to preserve the
priority of the pledge of Trust Estate under
applicable law.

Section 612 - Claims Upon the
Municipal Bond Insurance Policy and Payments
and to the If, on the third
Business Day prior to the related scheduled
interest payment date or principal payment date
{"Payment Date") there is not on deposit with the
Trustee, after making all transfers and deposits
required under the Indeniure, moneys sufficient
to pay the principal of and interest on the Series
A Bonds due on such Payment Date, the
Trustee shall give nofice to the Bond Insurer and
o its designated agent (it any) (the "Insurer's
Fiscal Agent") by telephone or telecopy of the
amount of such deficiency by 12:00 noon, New
York City time, on such Business Day. If, on the
second Business Day prior to the related
Payment Date, there continues to be a
deficiency in the amount available to pay the
principal of and interest on the Series A Bonds
due on such Payment Date, the Trustee shal
make a claim under the Municipal Bond
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Insurance Policy and give notice to the Bond
Insurer and the Bond Insurer's Fiscal Agent {if
any) by telephone of the amount of such
deficiency, and the allocation of such deficiency
between the amount required to pay interest on
the Series A Bonds and the amount required to
pay principal of the Series A Bonds, confirmedin
writing to the Bond Insurer and the Bond
Insurer's Fiscal Agent by 12:00 noon, New York
City time, on such second Business Day by
filing in the form of Notice of Claim and
Certificate delivered with the Municipal Bond
Insurance Policy.

The Trustee shall keep a complete and
accurate record of all funds deposited by the
Bond Insurer into the Policy Payments Account
(defined below) and the allocation of such funds
to payment of interest on and principal paid in
respect of any Series A Bond. The Bond Insurer
shall have the right to inspect such records at
reasonable times upon reasonable notice to the
Trustee.

Upon payment of a claim under the
Municipal Bond Insurance Policy the Trustee
shall establish a separate special purpose trust
account for the benefit of Bondholders referred
to herein as the "Policy Payments Account" and
over which the Trustee shall have exclusive
control and sole right of withdrawal. The Trustee
shall receive any amoun{ paid under the
Insurance Policy in trust on behalf of
Bondholders and shall deposit any such amount
in the Policy Payments Account and distribute
such amount only for purposes of making the
payments for which a claim was made. Such
amounts shall be disbursed by the Trustee to
Bondholders in the same manner as principal
and interest payments are to be made with
respect to the Series A Bonds under the
sections hereof regarding payment of Series A
Bonds. It shall not be necessary for such
payments to be made by checks or wire
transfers separate from the check or wire
transfer used to pay debt service with other
funds available to make such payments.
Notwithstanding anything to the contrary
otherwise set forth in the Indenture, and to the
extent permitted by law, in the event amounts
paid under the Insurance Policy are applied to
claims for payment of principal of or interest on



the Series A Bonds, interest on such principal of
and interest on such Series A Bonds shall
accrue and be payable from the date of such
payment at the greater of {f) the per annum rate
of interest, publicly announced from time to time
by JPMorgan Chase Bank or its successor at its
principal office in the City of New York, as its
prime or base lending rate plus 3%, and (ii) the
then applicable rate of interest on the Series A
Bonds provided that in no event shall such rate
exceed the maximum rate permissible under
applicable usury or similar laws limiting interest
rates.

Funds held in the Policy Payments
Account shall not be invested by the Trustee and
may not be applied to satisfy any costs,
expenses or liabilities of the Trustee. Any funds
remaining in the Policy Payments Account
following a Bond payment date shall promptly be
remitted to the Bond Insurer.

Section 613 - Bond Insurer Payments.
The Bond Insurer shall, to the extent it makes
any payment of principal of or interest on the
Series A Bonds, become subrogated to the
rights of the recipients of such payments in
accordance with the terms of the Municipal Bond
Insurance Policy. The obligations to the Bend
Insurer shall survive discharge or termination of
the Indenture.

insurer. To the extent permitted by law, the
Corporation shall pay or reimburse the Bond
Insurer any and all charges, fees, costs and
expenses which the Bond Insurer may
reasonably pay or incur in connection with (i) the
administration, enforcement, defense or
preservation of any rights or security in the
Indenture; {ii) the pursuit of any remedies under
the Indenture or otherwise afforded by law or
equity, (iii) any amendment, waiver or other
action with respect to, or related to, the
Indenture whether or not executed or completed,
(iv} the violation by the Corporation of any law,
rule or regulation, or any judgment, order or
decree applicable to it, or {v) any litigation or
other dispute in connection with the Indenture or
the transactions contemplated thereby, other
than amounts resulting from the failure of the
Bond Insurer to honor its obligations under the
Municipal Bond Insurance Policy. The Bond
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insurer reserves the rightto charge areasonable
fee as a condition to executing any amendment,
waiver or consent proposed in respect of the
Indenture.

Section 615 - Application of Fund Upon
Default. After payment of reasonable expenses
of the Trustee, the application of funds realized
upon default shall be applied t¢ payment of
expenses of the Corporation or rebate anly after
the payment of debt service due, and past due,
on the Series A Bonds, together with
replenishment of the Capital Reserve Fund.

Section 616 - Payments By the Bond
Insurer. The Bond Insurer shall be entitled to
pay principal or interest on the Series A Bonds
that shall become Due for Payment but shall be
unpaid by reason of nonpayment by the
Corporation {as such {erms are defined in the
Municipal Bond Insurance Policy} and any
amounts due on the Series A Bonds as a resuit
of acceleration of the maturity thereof in
accordance with the Indenture, whether or not
the Bond Insurer has received a natice of
nonpayment (as such terms are defined in the
Municipal Bond Insurance Policy) or a claim
upon the Municipal Bond Insurance Policy.

The notice address of the Bond Insurer is:
Financial Security Assurance Inc., 350 Park
Avenue, New York, New York 10022-6022,
Attention: Managing Director- Surveillance, Re:
Policy No. , Telephone: (212) 826-0100;
Telecopier: (212) 339-3556. In each case in
which notice or other communication refers to an
Event of Default, then a copy of such notice or
other communication shall also be sent to the
attention of the General Counsel and shall be
marked to indicate "URGENT MATERIAL
ENCLOSED."

Section 618 - Submission of Information
to Bend Insurer. The Bond insurer shall be
provided with the following information:

(i) Annual audited financial
statements within 150 days
after the end of the
Corporation's fiscal vyear
{together with a certification of

the Corporation that it is not



{iii})

v)

{vi)

(vii)

aware of any default or Event of
Default under the indenture),
and the Corporation's annual
budget within 30 days after the
approval thereof together with
such other informaticn, data or
reports as the Bond Insurer
shall reasonably request from
time to time;

Notice of any draw upon the
Capital Reserve Fund within
two Business Days after
knowledge thereof otherthan (i)
withdrawals of amounis in
excess of the Capital Reserve
Requirement and (i)
withdrawals in connection with
a refunding of Series A Bonds;

Notice of any default known to
the Trustee or the Corporation
within five Business Days after
knowledge thereof;

Prior notice of the advance
refunding or redemption of any
of the Series A Bonds,
including the principal amount,
maturities and CUSIP numbers
thereof;

Notice of the resignation or
removal of the Trustee and
Bond Registrar and the
appointment of, and
acceptance of duties by, any
successor thereto;

Notice of the commencement
of any proceeding by or against
the Corporation commenced
under the United States
Bankruptcy Code or any other
applicable bankruptcy,
insolvency, receivership,
rehabilitation or similar law (an
"Insolvency Proceeding");

Notice of the making of any
claim in connection with any
Insolvency Proceeding seeking
the avoidance as a preferential

transfer of any payment of
principal of, or interest on, the
Series A Bonds; and

{(viii) A full original transcript of all
proceedings relating to the
execution of any amendment or
supplement to the Indenture,
cther than a Supplemental
Indenture authorizing a new
Series of Bonds.

Section 619 - Trustee's Consideration.
In determining whether any amendment,
consent or other action io be taken, or any
failure to act, under the Indenture would
adversely affect the security for the Series A
Bonds or the rights of the Bondholders, the
Trustee shall consider the effect of any such
amendment, consent, action or inaction as if
there were no Municipal Bond Insurance Policy.

Section 620 -Written Consent. (i} The
Corporation shall secure the written consent of
the Bond Insurer prior o the following events:

() issuance of Additional
Bonds;
(b) relecase of Excess

Coverage,; or

{c) sale of any Pledged
Loan at a price lower
than the principal
amount thereof.

The Corporation shall also provide the
Trustee with Rating Confirmation prior to the
occurrence of the events described above.

(i1} No contract shall be entered
into nor any action taken by
which the rights of the Bond
Insurer or security for or
sources of payment of the
Series A Bonds may be
impaired or prejudiced in any
maierial respect except upon
obtaining the prior written
consent of the Bond Insurer.

Section 621 Shadow Rating. For
purposes of the Series A Bonds, the rating
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provided to the Bond Insurer (as described in the
last sentence of the definition of Rating
Confirmation) shall mean an "A" rating by S&P
and Fitch, or such other rating as shall be
agreed to by the Corporation and the Bond
Insurer,

ARTICLE ARTICLE Vi
MISCELLANEOQOUS

Section 701 - [RESERVED].

Section 702 - No Recourse Against
Members or Other Persons. No recourse shall
be had for the payment of the principal of or
interest on the Series A Bonds or for any claim
based thereon or on this Supplemental
Indenture against any member of the
Corporation or any person executing the Series
A Bonds and neither the members of the
Corporation nor any person executing the Series
A Bonds shall be fiable personally on the Series
A Bonds or be subject to any personal liability or
accountability by reason of the execution
thereof.

Section 703 - [RESERVED].

Section 704 - Reports; Fulure |ssues;
Continuing Disclosure. {A) As fong as Fitch or
Standard & Poor's Ratings Group is a Rating
Agency with respect to the Series A Bonds, the
Corporation covenants to provide Fitch or
Standard & Poor's Ratings Group, respectively,
with reasonably requested and required reports
concerning the Corporation's finances and
operations in a timely manner, provided that the
request for any such report is in writing and is
specific.

(B) As long as Standard & Poot’s
Ratings Group is a Rating Agency with respeact
to the Series A Bonds, the Corporation
covenantis to provide Standard & Poor's Ratings
Group, prior to all future bond issues under the
Indenture, with all reasonably required
information necessary for Standard & Poor's
Ratings Group to review and affirm their rating
on the Series A Bonds.

<) The Corporation hereby
covenants and agrees that it will comply with
and carry out all of the provisions of the
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Continuing Disclosure Certificate.
Notwithstanding any other provision of this
Supplemental Indenture or of the Indenture,
failure of the Corporation to comply with the
Continuing Disclosure Certificate shall not be
considered an Event of Default; however, the
Trustee shall, at the request of any Purchaser or
the holders of at least 25% aggregate principal
amount of Outstanding Series A Bonds and
upon receipt of indemnity satisfactory to it and
payment of its fees and expenses, including
altorneys fees, or any Bondholder may take
such actions as may be necessary and
appropriate, including seeking mandate or
specific performance by court order, 16 cause
the Corporation to comply with its obligations
under this Section 704(C}).

Section 705 - [RESERVED].

Supplemental Indenture shall be effective as of
the date first above writien.

IN WITNESS WHEREOF, the ALASKA
STUDENT LOAN CORPORATICN has caused
this Supplemental indenture to be executed by
its Executive Officer, and U.S. BANK NATIONAL
ASSOCIATION has caused this Supplemental
Indenture to be executed by an authorized
representative, all as of the day and year first
above written.

ALASKA STUDENT L.OAN CORPORATION

By

DIANE BARRANS
Executive Officer

U.S. BANK NATIONAL ASSCCIATION,
as Trustee

By

GREG SKUTNIK
Assistant Vice President
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March 30, 2005

Members of the Board of Pirectors 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 $88,305,000 aggregate principal amount of State Projects
Revenue Bonds, 2005 Series A (herein called the "Bonds") of the Alaska Student Loan Corporation
(herein called 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 (herein
called the "Act").

The Bonds bear interest at the rates per annum and mature on the following dates in each of
the following years in the respective amounts set forth opposite such year:

Principal
Maturity Date Amount Interest Rate
January 1, 2006 $6,305,000 5.00%
July 1, 2006 6,000,000 5.00
January 1, 2007 6,000,000 5.00
July 1, 2007 6,000,000 5.00
January 1, 2008 5,500,000 5.00
July 1, 2008 5,500,000 5.00
January 1, 2009 5,500,000 5.00
July 1, 2009 5,000,000 5.50
January 1, 2010 5,000,000 5.00
July 1, 2010 5,000,000 5.50
January 1, 2011 5,000,000 5.00
July 1, 2011 4,500,000 5.00
Januvary 1, 2012 4,500,000 5.25
July 1, 2012 4,250,000 5.25
January 1, 2013 4,250,000 5.25
July 1, 2013 4,000,000 5.25
January 1, 2014 3,000,000 5.25
July 1, 2014 3,600,000 5.25
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The Bonds are being issued in fully registered form only. Interest on the Bonds is payable
on July 1, 2005, and semiannually thereafter on January 1 and July 1 in each year. The Bonds are
not subject to redemption prior to their scheduled maturities.

In connection with the issuance of the Bonds, we have reviewed the Indenture (as hereinafter
defined) and 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 to the extent we deemed necessary to render the opinions set forth herein.

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 hereof. 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
genuineness 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 (as hereinafter defined) and the Tax
Certificate, including (without limitation) covenants and agreements compliance with which is
necessary to assure that future actions, omissions or events will 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, 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 to be issued pursuant to the Act and pursuant to the Indenture,
dated as of March 1, 2005 (the "Master Indenture™), between the Corporation and U.S. Bank
National Association, as trustee (the "Trustee"), as supplemented by the First Supplemental
Indenture, dated as of March 1, 2005 (the "First Supplemental”), between the Corporation and the
Trustee. On February 24, 2005, the Board of Directors of the Corporation adopted a resolution
authorizing, among other things, the execution and delivery of the Indenture and the 2005 Bonds
{the "Resolution").
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The Master Indenture and the First Supplemental are collectively referred to herein as the
“Indenture.” Capitalized terms used herein and not otherwise defined have the meanings ascribed
to them in the Indenture.

Based on the foregoing, we are of the opinion that:

I. 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
issue and sell 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.

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 equal benefit, protection, and security of the provisions, covenants, and agreements of
the Indenture.

4, Interest on the Bonds is excluded from the gross income of the owners thereof
for federal income tax purposes pursuant to Section 103 of the Code under existing statutes
and court decisions. Such interest is not treated as a specific preference item to be included
in calculating the federal alternative minimum taxes imposed onindividuals and corporations
by the Code, but such interest is included in calculating the "adjusted current earnings" of
certain corporations for purposes of computing the alternative minimum tax. The opinion
set forth above in 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. The Bonds, the interest on them, the income from them, and the transfer of
them, and all assets, income, and receipts pledged to secure the payment of the Bonds, or
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interest on them, are 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 yours,

WOHLFORTH, JOHNSON, BRECHT,
CARTLEDGE & BROOKING, P.C.

Cynthia L. Cartledge
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APPENDIX V

FORM OF CONTINUING DISCLOSURE CERTIFICATE

There follows a summary of certain provisions of the Continuing Disclosure Certificate. This summary
is not comprehensive and reference should be made to the full text of the Continuing Disclosure Certificate, which
in all events governs matters relating to the terms and provisions of the Continuing Disclosure Cerificate.

The Continuing Disclosure Certificate (the "Disclosure Certificate”) is executed and delivered by the
Alaska Student Loan Corporation {the "Tssuer”) and U.S. Bank National Association (the "Dissemination Agent")
in connection with the issuance of $88,303,000 aggregate principal amount of the Issuer's State Projects Revenue
Bonds, 2005 Series A (the "Bonds"). The Bonds are being issued pursuant to the Indenture dated as of March 1,
2005, by and between the Issuer and U.S. Bank National Association, as trusiee (the "Trustee™) and the First
Supplemental Indenture, dated March 1, 2005, by and between the Corporation and the Trustee (the "First
Supplemental Indenture,” and together with the Master Indenture, the "Indenture”).

Purpose of the Disclosure Certificate. The Disclosure Certificate is being executed and delivered by the
Issuer for the benetit of the Beneficial Owners in complying with the Rule (as delined below).

Definitions. In addition to the definitions set forth in the Indenture, which apply 1o any capitalized term
used in the Disclosure Certificate unless otherwise defined, the following capitalized terms will have the following
meanings:

"Accounting Principles” means the accounting principles applied from time to time in the preparation of
the Issuer's annual financial statements, which initially are generally accepted accounting principles as promulgated
from time to time by the Governmental Accounting Standards Board of the American Institute of Certified Public
Accountants (or ils successor).

"Annual Report” means any Annual Report provided by the Issuer pursuant to, and as described in,
Sections 3 and 4 of the Disclosure Certificate.

"Commission” means the United States Securities and Exchange Commission,
"Disclosure Representative” means the Exccutive Officer of the Issuer or his or her designee.

"Listed Events" means any of the events listed under the caption "Reporting of Significant Events” of the
Disclosure Certificate,

"National Repository” means any Nationally Recognized Municipal Securities Information Repository for
purposes of the Rule as designated by the Commission.

"Participating Underwriter” means any of the original underwriters of the Bonds required to comply with
the Rule in connection with offering of the Bonds.

“Reposilory” means each National Repository and each Stale Repository, if any, as designated by the
Commission and shall also mean Ambac Assurance. '

"Rule" means Rule 15¢2-12{b)}(5) adopted by the Commission under the Securities Exchange Act of 1934,
as the same may be amended from time Lo time.
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"State Repository” means any public or private repository or enlity designated by the State as a state
repository for the purpose of the Rule and as designated by the Commission. As of the date of the Disclosure
Certificate, there is no State Repositery.

"Tax-exempt” means that interest on the Bonds is excluded [rom gross income for federal income tax
purposes, whether or not such interest is includable as an item of tax preference or otherwise includable directly or

indirectly for purposes of calculating any other tax Hability, including any alternative minimum tax.

Provision of Annual Reporis.

(a) The Issuer will, on or before 215 days after the end of each fiscal year for the
Corporation, (the "Filing Date"), commencing in 2006 for the fiscal year ended June 30, 2005, provide to each
Repository an Annual Report. The Annual Report may be submitted as a single document or as separaie documents
comprising a package, and may cross-reference other information as provided in the Disclosure Certificate.

(b) If the Issuer is unable to provide to the Repository an Annual Report by the date required
in subsection (a) above, the Issuer will send a written notice of failure to file an Annual Report to each Repository.

() Each year, prior to the date for providing the Annual Report, the Issuer will determine
the name and address of each Repository.

(d) Any filing required under the terms of this Disclosure Cerntificate may be made solely
by transmitting such filing to the Texas Municipal Advisory Council (the “MAC") as provided at
hup://www.disclosureusa.org unless the United States Securities and Exchange Commission has withdrawn the
interpretive advice in its letter lo the MAC dated September 7, 2004.

Content of Annual Reports. The Issuer’s Annual Report will contain or incorporale by reference the annual
audited financial stalecments of the Issuer prepared in accordance with the generally accepted accounting principles
as prescribed by the Governmental Accounting Standards Board (or its successor) and financial infermation and
operaling data generally of the type inchuded in the final official statement for the Bonds under the following
headings:

(a) Characteristics of Pledged Loans;
(b) Loan Delinquencies and Delaults;
(c) Borrower Benefits; and

(&) Program Expenses.

Any or all of the items listed above may be incorporated by reference from other documents, including
official statements of debt issues of the Issuer or related public entities, which have been submitted to cach of the
Repositories, the Municipal Securities Rulemaking Board (the "MSRB") or the Commission. If the document
incorporated by reference is a final official statement, it must be available from the MSRB. The Issuer will clearly
identify each such other document so incorporated by reference.

(a) The Issuer will give notice of the occurrence of any of the following events in the manner and to
the extent required by (d) and (e) of this Section:

I. Delinquency in payment when due of any principal of or interest on the Bonds.

2. Qccurrence of any non-payment Event of Default under and as defined in the Indenture,
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3 Amendment to the Indenture modifying the rights of the Holders of the Bonds.

4, Providing notice of redemption of any Bonds.

5. Defeasance of the Bonds or any portion thereof.

6. Any change in any rating on the Bonds.

7. Adverse tax opinions or events affecling the Tax-exempt status of the Bonds.

8. Any unscheduled draw on the Capital Reserve Fund reflecting financial difficulties of the
Corporation.

9. Any unscheduled draw on the Financial Security Assurance insurance policy reflecting financial

difficulties of the Corporation.

10. Any substitution in the provider of the municipal bond insurance pelicy, or any liquidity provider”
or any failure by the insurer or liquidity provider to perform pursuant {o the terms of the insurance policy or relevant
documents.

. The release, substitution or sale of property securing repayment of the Bonds (including property
leased, mortgaged or pledged as such security).

(b) The Issuer will give notice of any failure on its part to provide or cause to be provided an Annual
Report on or prior to the Filing Date.

(c) The Issuer will give notice of any changes in the Fiscal Year of the Issuer in the Annual Report.

(d) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the Issuer wili as
soon as possible determine if such event would constitute material information for Beneficial Owners of the Bonds.

(e) If the Issuer determines that knowledge of the occurrence of a Listed Event would be material,
the Issuer will promptly file a notice of such occurrence with the Repositories.

Termination of Reporting Obligation. The Issuer's obligations under the Disclosure Certificate will
terminate upon the defeasance, prior redemption or payment in full of all of the Bonds.

Dissemination Agent. The Issuer may, from time to lime, appoint or engage a dissemination agent o assist
itin carrying out its obligations under this Disclosure Certificate, and may discharge any such agent, with or without
appointing a successor dissemination agent.

Default. Inthe event of a failure of the Issuer to comply with any provision of the Disclosure Certificate
any Bondholder or Beneficial Owner of a Bond may compel compliance by specific performance. A default under
the Disclosure Certificate will not be deemed an Event of Default under the Indenture, and the sole remedy under
the Disclosure Certificaie in the evenl of any failure of the Issuer to comply with the Disclosure Certificate will be
an aclion to compel specific performance.

The Issuer has not obtained or provided, and docs not expect to obtain or provide, any liquidity provider for the Bonds.
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APPENDIX VI
SCHEDULE A
(To Blanket Issuer Letter of Representations}

SAMPLE OFFERING DOCUMENT LANGUAGE
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE
{Prepared by DTC--bracketed material may apply only 1o certain issues)

I The Depository Trust Company ("DTC"), New York, NY, will act as securilies depository forthe
securities (the "Securities™). The Sccurities 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 such issue, and will be deposited with DTC. [If, however, the aggregate principal
amount of [any] issue exceeds $300 million, one certificate will be issued with respect to each $300 million of
principal amount and an additional certificate will be issued with respect to any remaining principal amount of such
issuc.]

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 Systemn, a "clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a "clearing agency" registered pursuant to the provisions of Section I'7A of the Securities Exchange Actof 1934,
DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity, corporate and
municipal debt issues, and money market instrument 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. sccurities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depositery Trust & Clearing Corporation ("DTCC"). DTCC, in turn, is owned by a number of Direct Participants
of DTC and Members of the National Sccurities Clearing Corporation Government Securities Clearing Corporation,
MBS Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also
subsidiaries of DTCCY), 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 1o others such as
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect
Participants™). DTC has Standard & Poor's highest rating: AAA. The DTC Rules applicable to its Participants are
on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtce.com,

3. Purchases of Securities under the DTC system must be made by or through Direct Participants,
which will receive a eredit for the Securities on DTC’s records. The ownership interest of each actual purchaser
of each Securily ("Beneticial Owner") is in turn Lo be recorded on the Direct and Indirect Participants’ records.
Beneficial Owners will not receive writen confirmation from DTC of their purchase. Beneficial Owners are,
however, expected lo receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Benelicial 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 sysiem
for the Securities is discontinued.

4, To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are
registered in the name of DTC’s parinership nominee, Cede & Co, or such other name as may be requesied by an
authorized representative of DTC. The deposit of Securities with BTC and their registration in the name of Cede
& Co. or such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
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Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Parnicipants will remain responsible for keeping account of their holdings on behall of their customers.

3. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants Lo Beneficial Owners will
be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect
from time to time. [Beneficial Owners of Securities may wish to take ceriain steps to augment transmission to them
of notices of significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed
amendments Lo the security documents. For example, Beneficial Owners of Securities 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 the notices be provided directly to them.]

[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issuc are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such
issue 1o be redeemed.]

7. Netther DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect
to the Securities unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy o 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 the Securities are
credited on the record date (identified in a listing attached 1o 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. Paymenis by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in "street name,” and will be the
responsibility of such Participant and not of DTC [nor its nominee], Agent, or Issucr, subject to any statulory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distribations, and
dividend payments to Cede & Co. (or such other nomince as may be requested by an authorized representative of
DTC) is the responsibility of Issuer or Agent, disbursement of such payments to Direct Participants wiil be the
responsibility of DTC, and disbursement of such payments to the Benelicial Owners will be the responsibility of
Direct and Indirect Participants.

{9. A Benelicial 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 Securities by causing the Direct
Participant to transfer the Participant’s interest in the Securities, on DTC's records, 1o {Tender/Remarketing] Agent.
The requirement for physical delivery of Securities in connection with an aptional tender or a mandatory purchase
will be deemed satisfied when the ownership rights in the Securities are transterred by Direct Participants on DTC’s
records and followed by abook-eniry credit of tendered Securities to {Tender/Remarketing] Agent’s DTC account.]

10. DTC may discontinue providing its services as securities deposilory with respect to the Securities
at any time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor

securities depository is not obtained, Security certificates are required to be printed and delivered.

1. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC {or
a successor securities depository). In that event, Security certiticates will be printed and delivered 1o DTC.

12. The information in this section concerning DTC and DTC's book-entry system has been obtained
{rom sources that Issuer believes 1o be reliable, but Issuer takes no responsibility for the accuracy thereof.
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APPENDIX VNI

FORM OF MUNICIPAL BOND INSURANCE POLICY
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