In the opinion of Bond Counsel, assuming continuing compliance with certain requirements described herein, under existing statutes,
regulations and court decisions, as presently interpreted and construed, interest on the Offered Obligations earned by the respective owners
thereof is excludable from gross income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as
amended; however, interest on the Offered Obligations constitutes a specific item of tax preference for purposes of the federal alternative
minimum tax for individuals and corporations. The Offered Obligations and interest thereon will be includable for purposes of computing
taxes imposed by the State of Mississippi to the same extent as would be the case if interest on the Offered Obligations were not excludable
from gross income for federal income 1ax purposes. See “TAX MATTERS" herein for a discussion of additional federal tax consequences
affecting owners of the Offered Obligations.

MISSISSIPPI HIGHER EDUCATION ASSISTANCE

CORPORATION
$9,100,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
and
$20,000,000 Student Loan Revenue Bonds, Subordinate Series 2000-B-3

Dated: Series 2000-A-4; Date of Isszance Due: September 1, 2030
Series 2000-B-3: August 15, 2000 Due: March 1 and September 1,
as shown on the inside cover hereof

The $9,100,000 Stadent Loan Revenue Bonds, Senior Series 2000-A-4 (the “Series 2000-A-4 Bords™) and the $20,000,000 Student
Loan Revenue Bonds, Subordinate Series 2000-B-3 (the “Series 2000-B-3 Bonds™ and collectively with the Series 2000-A-4 Bonds, the
“Offered Obligations™) are being issued by Mississippi Higher Education Assistance Corporation (the “Corperation™) in fully registered
form only, without coupons, and when issued will be registered in the name of Cede & Co., as nominee of The Depository Trust Company
(*DTC™), New York, New York. DTC will act as securities depository (the “Securities Depository”) of the Offered Obligations. Individual
purchases of the Offered Obligations will be made in Book-entry Form only in the principal amount of (a) $100,000 or integral multiples
thereof when purchasing Series 2000-A-4 Bonds and (b) $5,000 or integral multiples thereof when purchasing Series 2000-B-3 Bonds,
Purchasers of the Offered Obligations will not receive certificates representing their interests in the Offered Obligations purchased.

The Series 2000-A-4 Bonds will be issued as “Auction Rate Securities”*™ or “ARS”*™. The Series 2000-B-3 Bonds will be issued as
fixed rate bonds.

UPON ISSUANCE, THE OFFERED OBLIGATIONS WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OF 1933 AND
WILL NOT BE LISTED ON ANY STOCK OR OTHER SECURITIES EXCHANGE. NEITHER THE SECURITIES AND EXCHANGE
COMMISSION NOR ANY OTHER FEDERAL, STATE, OR OTHER GOVERNMENTAL ENTITY OR AGENCY WILL HAVE PASSED
ON THE ACCURACY OF THIS OFFICIAL STATEMENT OR APPROVED THE OFFERED OBLIGATIONS FOR SALE. THE
INDENTURE WILL NOT BE QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939,

The Offered Obligations are subject to mandatory and optional redemption prior to their stated maturity at the prices, on the terms and
upon the occurrence of certain eveats described herein, See “REDEMPTION™.

THE OFFERED OBLIGATIONS, THE PRIOR SERIES OBLIGATIONS AND ANY ADDITIONAL OBLIGATIONS HERE-
AFTER ISSUED PURSUANT TO THE INDENTURE WILL BE SPECIAL, LIMITED OBLIGATIONS OF THE CORPORATION
AND, TOGETHER WITH ANY OTHER BENEFICIARIES, AS HEREINAFTER DEFINED, WILIL BE SECURED BY AND
PAYABLE SOLELY FROM THE TRUST ESTATE, AS DESCRIBED HEREIN. THE OFFERED OBLIGATIONS DO NOT
CONSTITUTE A DEBT, A LIABILITY OR A LEGAL OR MORAL OBLIGATION OF THE STATE OF MISSISSIPPL, OR ANY
AGENCY CR POLITICAL SUBDIVISION THEREOF. NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF MISSISSIPPL, OR ANY AGENCY OR POLITICAL SUBDIVISION THEREOF, IS PLEDGED TO
THE PAYMENT OF PRINCIPAL OF OR INFEREST ON THE OFFERED OBLIGATIONS. See “SECURITY AND SOURCES OF
PAYMENT FOR THE OFFERED OBLIGATIONS™.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. INVESTORS MUST READ THIS
ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT
DECISION,

The Offered Obligations are offered when, as and if issued by the Corporation and received by the Underwriter subject to the approval af
legality by Watkins Ludiam Winter & Stennis, P.A,, Jackson, Mississippi, Bond Counsel. Certain legal matters will be passed upon for the
Corporation by its general counsel, Watkins Ludlam Winter & Stennis, P.A., Jackson, Mississippi, and for the Underwriter by its counsel,
Calfee, Halter & Griswold LLP, Cleveland, Ohio. It is expected that the Offered Obligations in definitive form will be available for delivery to
the Securities Depository in New York, New York on or about August 22, 2000.

Salomon Smith Barney

Dated: August 13, 2000

"Service marks of Salomon Smith Barney Inc.



MATURITY SCHEDULE

Mississippi Higher Education Assistance Corporation
Student Loan Revenue Bonds

AUCTION RATE SECURITIES

Maturity Date Principal Amount Price

Senior Series 2000-A-4 September 1, 2030 $9,100,000 100%

FIXED RATE BONDS

$20,000,000 Subordinate Series 2000-B-3
due on the Maturity Dates set forth below
{plus accrued interest freom August 15, 2000)

Principal Interest
Maturity Dates Amount Rate Price
September 1, 2008 $4,800,000 5.30% 100%

March 1, 2010 $15,200,000 5.45% 100%



The Offered Obligations will be issued by the Corporation pursuant to, and secured under, a Trust Indenture
dated as of July 1, 1999 (the “Original Indenture™), as supplemented by the Series 2000-A-1 and 2000-B-1
Supplement, dated as of January 1, 2000 (the ““Series 2000-A-1&B-1 Supplement”), the Series 2000-A-2, 2000-
A-3 and 2000-B-2 Supplement, dated as of March 1, 2000 (the “Series 2000-A-2&3&B-2 Supplement”, and
collectively with the Series 2000-A-1&B-1 Supplement, the “Prior Supplements™), and the Series 2000-A-4 and
2000-B-3 Supplement, to be dated as of July 1, 2000 (the “Series 2000-A-4&B-3 Supplement”, and collectively
with the Original Indenture, the Prior Supplements, and any other supplements, including but not limited to Series
Supplements hereafter executed and delivered, the “Indenture™), between the Corporation and Trustmark
National Bank, Jackson, Mississippi, as trustee (the “Trustec™), for the purposes of acquiring by purchase or
origination Eligible Loans, paying outstanding principal of the Series 1993 Refunded Bonds (as defined herein),
funding a portion of the Reserve Subaccount, capitalizing interest on the Offered Obligations, and paying certain
fees and expenses incurred in connection with the issuance of the Offered Obligations.

The principal (or redemption price) of and interest on the Offered Obligations will be payable by the Trustee
to the Securities Depository, which will in turn remit such principal and interest to its Participants, which will in
turn remit such principal and interest to the Beneficial Owners of the Offered Obligations. See “DESCRIPTION
OF THE OFFERED OBLIGATIONS — Boock-entry System”.

The rate of interest on the Series 2000-A-4 Bonds for a period beginning on and including the date of their
initial delivery and ending on and including September 27, 2000 will be determined on or about August 21, 2000.
Until a Conversion Date with respect to the Series 2000-A-4 Bonds, if any, or the date of a change in the length
of any Auction Period with respect to such Series, if any, the Series 2000-A-4 Bonds will bear interest for each
Auction Period at an Auction Rate, based upon a 35-day Auction Period as determined by the Auction Agent
pursuant to the Auction Procedures described herein, but in no event greater than 14% per annum. The 35-day
Auction Period for the Series 2000-A-4 Bonds may be adjusted to an Auction Period of not less than 7 days nor
longer than one year pursuant to the procedures set forth in the hereinafter described Indenture. See
APPENDIX D, “AUCTION PROCEDURES — AUCTION RATE TAX-EXEMPT BONDS — Changes in
Auction Terms” . The Series 2000-A-4 Bonds are subject to mandatory tender upon conversion to a Fixed Rate or
a Variable Rate. See “DESCRIPTION OF THE OFFERED OBLIGATIONS — Conversion; Mandatory Tender
of the Auction Rate Securities”.

Interest on the Series 2000-A-4 Bonds, until a Conversion Date with respect to Series 2000-A-4 Bonds, if
any, or a change in Interest Payment Dates, if any, with respect to Series 2000-A-4 Bonds, together with interest
on the Series 2000-B-3 Bonds, will be payable semiannually on each March 1 and September 1, commencing
March 1, 2001. With respect to the payment of principal and interest on each principal and interest payment date
and upon an Event of Defanlt and acceleration of the Offered Obligations, any Outstanding Prior Series Obliga-
tions and any OQutstanding Additional Obligations, the Series 2000-A-4 Bonds (sometimes referred to herein as
the “Offered Senior Obligations™), any Qutstanding Prior Series Senior Obligations and any Additional Senior
Obligations {collectively, the “Senior Obligations™), and other Senior Beneficiaries, if any, have certain payment
priorities over the Series 2000-B-3 Bonds (sometimes referred to herein as the *Offered Subordinate Obliga-
tions™), any Outstanding Prior Series Subordinate Obligations and any Outstanding Additional Subordinate
Obligations (collectively, the “Subordinate Obligations™), and other Subordinate Beneficiaries, if any. See
“SECURITY AND SOURCES OF PAYMENT FOR THE OFFERED OBLIGATIONS — Certain Payment
Priorities”. As long as the Senior Obligations are outstanding or amounts are owed to other Senior Beneficiaries,
failure to pay principal of and interest on the Subordinate Obligations or any amounts owed to any other
Subordinate Beneficiaries is not an Event of Default; however, interest continues to accrue on the Subordinate
Obligations to the date of payment thereof. See APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE — Events of Default and Remedies™.



No dealer, broker, salesperson or other person has been authorized by the Corporation or the Underwriter to
give any information or to make any representations, other than those contained in this Official Statement, and, if
given or made, such other information or representations must not be relied upon as having been authorized by
either of the foregoing. This Official Statement does not constitute an offer to sell or the solicitation of an offer to
buy nor shall there be any sale of the Offered Obligations by any person in any jurisdiction in which it is unlawful
for such person to make such offer, solicitation or sale.

The information set forth herein has been obtained from the Corporation, the Guarantee Agency, DTC, the
Servicers and from other sources which are believed to be reliable but it is not guaranteed as to accuracy or
completeness and is not to be construed as a representation by the Underwriter or its counsel. The Underwriter
and its counsel have made no independent verification of the information contained herein relating to the
Corporation, the Guarantee Agency or the Servicers. The information and expressions of opinion herein are
subject to change without notice and neither the delivery of this Official Statement nor any sale made hereunder
shall, under any circumstances, create any implication that there has been no change in the affairs of the
Corporation since the date hereof. This Official Statement does not constitute a contract between the Corporation,
or the Underwriter, and any one or more of the Holders and Beneficial Owners, if any, of the Offered Obligations.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE OFFERED OBLIGA-
TIONS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

Upon issuance, the Offered Obligations will not be registered under the Securities Act of 1933 and will not
be listed on any stock or other securities exchange. Neither the Securities and Exchange Commission nor any
other federal, state, or other governmental entity or agency will have passed on the accuracy of this Official
Statement or approved the Offered Obligations for sale. The Indenture will not be qualified under the Trust
Indenture Act of 1939.
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SUMMARY STATEMENT

This Summary Statement is subject in all respects to the complete information contained
clsewhere in this Official Statement. The offering to potential investors of the Offered Obligations described in this
Official Statement is made only by means of this entire Official Statement. No Persons are authorized to detach this
Summary Statement from the Official Statement or otherwise to use it without the entire Official Statement. All
capitalized terms used but not otherwise defined in this Official Statement or under the caption “Certain Definitions”
in APPENDIX B hereto shall have the meanings set forth in the Indenture.

The Corporation

Mississippi Higher Education Assistance Corporation (the “Corporation”) is a mnonprofit
corporation organized and existing under Title 79, Chapter 11, Mississippi Code of 1972, as amended, and operates
in accordance with the Higher Education Act of 1965, as amended, and the Internal Revenue Code of 1986, as
amended (the “Code™), exclusively for the purpose of acquiring certain loans under the Federal Family Education
Loan Program described in APPENDIX C hereto. See “THE CORPORATION™.

The Offered Obligations

The Offered Obligations will include the Corporation’s Student Loan Revenue Bonds, Senior
Series 2000-A-4 (the “Series 2000-A-4 Bonds™) and its Student Loan Revenue Bonds, Subordinate Series 2000-B-3
(the “Series 2000-B-3 Bonds”, and coliectively with the Series 2000-A-4 Bonds, the “Offered Obligations™). The
Offered Obligations will be issued under the Trust Indenture, dated as of July 1, 1999, as heretofore amended and
supplemented by the Series 2000-A-1 and 2000-B-1 Supplement, dated as of January 1, 2000, and by the Series
2000-A-2, 2000-A-3 and 2000-B-2 Supplement, dated as of March I, 2000, and as amended and supplemented by
the Series 2000-A-4 and 2000-B-3 Supplement, to be dated as of July 1, 2000 (said Trust Indenture collectively with
ail amendments and supplements, the “Indenture™), each between the Corporation and Trustmark National Bank,
Jackson, Mississippi, as trustee (the “Trustee”). The Series 2000-A-4 Bonds will be issued as Auction Rate Tax-
Exempt Bonds. The Series 2000-B-3 Bonds will be issued as fixed rate bonds. References in this Official Statement
to “Auction Rate Securities,”™™ the “ARS,™ and Auction Rate Tax-Exempt Bonds include (but are not necessarily
limited to) the Series 2000-A-4 Bonds.

For a period beginning on and including the date of initial delivery and ending on and including
September 27, 2000, the Series 2000-A-4 Bonds will bear interest at the interest rate determuned for the Series 2000-
A-4 Bonds on or about the day immediately preceding the day of their delivery. Thereafter, the Series 2000-A-4
Bonds will bear interest for each Auction Period at an Auction Rate, based upon a 35-day Auction Period as
determined by the Auction Agent pursuant to the Auction Procedures described herein (but in no event greater than
14% per annum) until a Weekly Rate Conversion Date with respect to the Series 2000-A-4 Boads, if any, an
Adjustable Rate Conversion Date with respect to the Series 2000-A-4 Bonds, if any, a Fixed Rate Conversion Date
with respect o the Series 2000-A-4 Bonds, if any, or the date of a change in the length of any Auction Period with
respect to the Series 2000-A-4 Bonds, if any.

Interest on the Series 2000-A-4 Bonds will be payable semi-annually on each March 1 and
September 1, commencing March 1, 2001, until a Weekly Rate Conversion Date with respect to the Series 2000-A-4
Bonds, if any, an Adjustable Rate Conversion Date with respect to the Series 2000-A-4 Bonds, if any, a Fixed Rate
Conversion Date with respect to the Series 2000-A-4 Bounds, if any, or a change in Interest Payment Dates for the
Series 2000-A-4 Bonds pursuant to the Indenture. Pursuant to an Auction Period Adjustment with respect to the
Series 2000-A-4 Bonds, the 35-day Auction Period for the Series 2000-A-4 Bonds may be adjusted to an Auction
Period of not less than 7 days nor longer than one year. See APPENDIX D, “AUCTION PROCEDURES --
AUCTION RATE TAX-EXEMPT BONDS--Changes in Auction Terms™.

¥t Service marks of Salomon Smith Barney Inc.



The Series 2000-A-4 Bonds are subject to mandatory tender upon conversion to Weekly Rates,
Adjustable Rates or a Fixed Rate. See “DESCRIPTION OF THE OFFERED OBLIGATIONS--Conversion;
Mandatory Tender of the Auction Rate Securities”™.

THE DESCRIPTION OF THE SERIES 2000-A-4 BONDS SET FORTH HEREIN DOES NOT INCLUDE
OR PURPORT TO INCLUDE A DESCRIPTION OF THE SERIES 2000-A-4 BONDS FOLLOWING A
WEEKLY RATE CONVERSION DATE, AN ADJUSTABLE RATE CONVERSION DATE OR A FIXED
RATE CONVERSION DATE APPLICABLE TO THE SERIES 2000-A-4 BONDS. THIS OFFICIAL
STATEMENT IS NOT INTENDED TO AND SHALL NOT BE USED BY THE CORPORATION OR BY
ANY OTHER PERSON IN CONNECTION WITH THE SALE OR REMARKETING OF ANY OF THE
SERIES 2000-A-4 BONDS FOLLOWING A WEEKLY RATE CONVERSION DATE, AN ADJUSTABLE
RATE CONVERSION DATE OR A FIXED RATE CONVERSION DATE APPLICABLE THERETO.

The Series 2000-B-3 Bonds will bear interest from August 15, 2000 to maturity or redemption at
the fixed rate of interest for each maturity date set forth on the inside cover page of this Official Statement. Interest
on the Series 2000-B-3 Bonds will be payable semi-annually on each March 1 and September 1, commencing
March 1, 2001. See “DESCRIPTION OF THE OFFERED OBLIGATIONS--Interest Rates on the Offered
Obligations---Fixved Rate Bonds - Series 2000-8-3 Bonds".

Additional Obligations

The Indenture authorizes, subject to certain conditions, the issuance of additional Series of
Taxable Notes and additional Series of Tax-Exempt Bonds. All Tax-Exempt Bonds and Taxable Notes (other than
the Offered Obligations) hereafter issued under the Indenture are referred to herein respectively as the “Additional
Tax-Exempt Bonds” and the “Additional Taxable Notes”, and, collectively, as the “Additional Obligations™. Any
OQutstanding Prior Series Taxable Notes and any Additional Taxable Notes hereafter issued are collectively referred
to herein as the “Taxable Notes”. The Offered Obligations, the Outstanding Prior Series Tax-Exempt Bonds and
any Additional Tax-Exempt Bonds hereafter issued are collectively referred to herein as the “Tax-Exempt Bonds”,
and the Taxable Notes and the Tax-Exempt Bonds are collectively referred to herein as the “Obligations.”
Additional Obligations may be issued under the Indenture on a parity with, or subordinate to, the Senior Obligations
and other Senior Beneficiaries. Additional Obligations may also be issued under the Indenture on a parity with, or
subordinate to, the Subordinate Obligations and other Subordinate Beneficiaries. See “SECURITY AND
SOURCES OF PAYMENT FOR THE OFFERED OBLIGATIONS -- Certain Payment Priorities” and APPENDIX
B. “CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE -- Events
of Default and Remedies”.

!

General Purposes of Issuance of Offered Obligations

The Offered Obligations will be issued generally to (i) acquire Eligible Loans, (ii) pay outstanding
principal of the Series 1993 Refunded Bonds, (iii} fund a portion of the Reserve Requirement attributable to the
Offered Obligations, (iv) capitalize interest on the Offered Obligations and (v} pay certain fees and expenses
incurred in connection with the issuance of the Offered Obligations. See “THE CORPORATION'S STUDENT
LOAN PURCHASE PROGRAM -- Description of Eligible Loans To Be Acquired”.

Source of Revenue and Security

The Obligations, including the Offered Obligations, are special, limited revenue obligations of the
Corporation. The Obligations and rights of any Other Beneficiaries are secured by and payable solely from the trust
estate (the “Trust Estate™) created by the Indenture. With respect to the payment of current principal and interest
payments on each principal and interest payment date or upon the occurrence of an Event of Default and the
acceleration of the Obligations, the Series 2000-A-4 Bonds (the “Offered Senior Obligations”), the Prior Series
Senior Obligations and any Additional Senior Obligations, and other Senior Beneficlaries, if any, have certain
payment priorities over the Series 2000-B-3 Bonds (the “Offered Subordinate Obligations™), the Prior Series
Subordinate Obligations and any Additional Subordinate Obligations, and other Subordinate Beneficiaries, if any.
See “SECURITY AND SOURCES OF PAYMENT FOR THE OFFERED OBLIGATIONS -- Certain Payment
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Priorities” and APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE -- Events of Default and Remedies”.

Redemption
Optional Redemption

Subject to the conditions set forth under the heading “REDEMPTION -- Limitations on
Redemption of Obligations, including Offered Obligations”, the Series 2000-A-4 Bonds while bearing interest at
Auction Rates will be subject to redemption, in whole or in part, prior to maturity at the option of the Corporation
from any moneys of, or available to, the Corporation upon not less than 15 days’ (but not more than 60 days’)
notice, at a redemption price equal to the principal amount of the Series 2000-A-4 Bonds being redeemed, plus
accrued interest, if any, to the date of redemption on the first day following the end of any Auction Period. See
“REDEMPTION -- Optional Redemption of the Offered Obligations -~ Optional Redemption from Any Source of
Funds”.

Subject to the conditions set forth under the heading “REDEMPTION - Limitations on
Redemption of Obligations, including Offered Obligations”, the Series 2000-A-4 Bonds while bearing interest at
Auction Rates will also be subject to redemption, in whole or in part, prior to maturity at the option of the
Corporation from moneys transferred to the Redemption Subaccount from the Surplus Account upon not less than
15 days’ (but not more than 60 days’) notice, at a redemption price equal to the principal amount of the Series 2000-
A-4 Bonds being redeemed, plus, unless the redemption date will be an Interest Payment Date with respect to the
Series 2000-A-4 Bonds to be redeemed, accrued interest, if any, to the date of redemption on the first day following
the end of any Auction Period for the Series 2000-A-4 Bonds to be redeemed. See “REDEMPTION -- Optional
Redemption of the Offered Obligations - Special Optional Redemption from T ransfers from the Surplus Account”.

Subject to satisfaction of the Senior Asset Requirement in connection with each redemption, the
Series 2000-B-3 Bonds will be subject to redemption, in whole or in part, on any Interest Payment Date prior to
maturity at the option of the Corporation from moneys transferred to the Redemption Subaccount from the Surplus
Account upon not fess than 30 days’ (but not more than 60 days’) notice, at a redemption price equal to the principal
amount of the Series 2000-B-3 Bonds being redeemed. Accrued and unpaid interest on the Series 2000-B-3 Bonds
being redeemed that is due to be paid on the Interest Payment Date on which such optional redemption will occur
will also be paid along with the redemption price. See “REDEMPTION -- Optional Redemption of the Offered
Obligations --- Special Optional Redemption from Transfers from the Surplus Account”.

Mandatory Redemption

Subject to the conditions set forth under the heading “REDEMPTION -- Limitations on
Redemption of Obligations, including Offered Obligations”, the Series 2000-A-4 Bonds will be subject to
mandatory redemption, in whole or in part, upon not less than 15 days’ (but not more than 60 days’) notice, at a
redemnption price equal to the principal amount of the Series 2000-A-4 Bonds being redeemed, plus, uniess the
redemption date will be an Interest Payment Date with respect to the Series 2000-A-4 Bonds to be redeemed,
accrued and unpaid interest, if any, to the date of redemption (i) on the first day following the end of any Auction
Period for the Series 2000-A-4 Bonds that occurs on or after August 15, 2003 from any moneys allocable to the
Series 2000-A-4 Bonds which remain in the Original Proceeds Subaccount and the Transferred Proceeds
Subaccount and which are required to be transferred to the Redemption Subaccount, and (i) on the first day
following the end of any Auction Period for the Series 2000-A-4 Bonds that occurs on or after October 15, 2001
from moneys allocable to the Series 2000-A-4 Bonds which remain in the Revolving Subaccount and which are
required to be transferred to the Redemption Subaccount.

Subject to satisfaction of the Senior Asset Requirement in connection with each redemmption, the
Series 2000-B-3 Bonds will be subject to mandatory redemption, in whole or in part, upon not less than 30 days’
(but not more than 60 days’) notice, at a redemption price equal to the principal amount of the Series 2000-B-3
Bonds being redeemed (i) on September 1, 2003 and any Interest Payment Date thereafter from any moneys in the
Original Proceeds Subaccount and the Transferred Proceeds Subaccount which are allocable to the Series 2000-B-3
Bonds and which are required to be transferred to the Redemption Subaccount and (if) on any Interest Payment Date
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on or after March 1, 2002 from moneys in the Revolving Subaccount which are allocable to the Series 2000-B-3
Bonds and which are required to be transferred to the Redemption Subaccount. Accrued and unpaid interest on the
Series 2000-B-3 Bonds being redeemed that is due to be paid on the Interest Payment Date on which such
mandatory redemption will occur will also be paid along with the redemption price. See “REDEMPTION--
Mandatory Redemption of Offered Obligations from Moneys in Acquisition Account.

Guarantee Agencies

It is expected that substantially all Pledged Eligible Loans to be acquired with the proceeds of the
Offered Obligations and moneys which will be transferred to the Trust Estate upon issuance of the Offered
Obligations, as well as Pledged Eligible Loans purchased with the proceeds of the Prior Series Obligations, will be
guaranteed by United Student Aid Funds, Inc. In addition, Eligible Loans may be acquired from time to time under
the Indenture guaranteed by Tennessee Student Assistance Corporation, Kentucky Higher Education Assistance
Authority, Pennsylvania Higher Education Assistance Agency or Louisiana Student Financial Assistance
Commission (each a “Guarantee Agency”). Eligible Loans may also be acquired from time to time under the
Indenture guaranteed by any Other Qualified Guarantor, provided that the Corporation shall have provided to the
Trustee written evidence from each Rating Agency that the acquisition of Eligible Loans guaranteed by such Other
Qualified Guarantor will not cause the withdrawal or reduction of the ratings then applicable to any Series of
Obligations issued under the Indenture. See “THE GUARANTEE AGENCIES AND THE GUARANTEED
STUDENT LOAN PROGRAM™.

The Servicers

It is anticipated that SunTech, Inc. (“SunTech”) and Pennsylvania Higher Education Assistance
Agency (“PHEAA™) will service substantially all of the Pledged Eligible Loans acquired with the proceeds of the
Offered Obligations which are in repayment status. The Corporation is permitted under the Indenture to use
additional and other Servicers, including the Corporation and/or the Foundation, to service the Pledged Eligible
Loans. It is anticipated that, priot to the repayment period (as defined by the Higher Education Act), a portion of the
Corporation’s Student Loans, including a portion of the Pledged Eligible Loans, will be serviced by the Corporation
and/or the Foundation. See “THE CORPORATION'S STUDENT LOAN PURCHASE PROGRAM -- Servicing

and Due Diligence”.
Ratings

It is a condition precedent to the issuance of the Offered Obligations that (i) Moody’s Investors
Service, Inc. (*Moody’s™) assigns its rating of “Aaa” and Fitch IBCA, Inc. (“Fitch”) assigns its rating of “AAA™ to
the Offered Senior Obligations and (ii) Moody’s assigns its rating of “A2” and Fitch assigns its rating of “A” to the
Offered Subordinate Obligations. See “RATINGS”.

Events of and Remedies on Default

Upon the occurrence of an Event of Default and acceleration of the Offered Obligations, the
payment of principal of and interest on the Qutstanding Senior Obligations (which will include the Offered Senior
Obligations, the Prior Series Senior Obligations and all Additional Senior Obligations) and other Senior
Beneficiaries, if any, will have priority over the payment of principal of and interest on the Outstanding Subordinate
Obligations (which will include the Offered Subordinate Obligations, the Prior Series Subordinate Obligations and
all Additional Subordinate Obligations) and any other Subordinate Beneficiaries. AS LONG AS SENIOR
OBLIGATIONS ARE OQUTSTANDING AND AMOUNTS ARE DUE TO OTHER SENIOR BENEFICIARIES, IF
ANY, THE FAILURE TO PAY PRINCIPAL GF AND INTEREST ON SUBORDINATE OBLIGATIONS AND
AMOUNTS DUE TO ANY OTHER SUBORDINATE BENEFICIARIES IS NOT AN EVENT OF DEFAULT,
AND THEREFORE THE OWNERS OF THE SUBORDINATE OBLIGATIONS AND OTHER SUBORDINATE
BENEFICIARIES, IF ANY, ARE NOT ENTITLED TO EXERCISE ANY REMEDIES. If there are msufficient
moneys available on an Interest Payment Date to pay all or a portion of the interest on the Subordinate Obligations
then Qutstanding, or amounts due to other Subordinate Beneficiaries, if any, when due and payable, such interest or
amounts will be deferred until moneys are available to make such payment; however, interest on such overdue
installment of interest or on such overdue amounts will accrue at the same rates as were borne by the Series of
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Subordinate Obligations or by amounts due to other Subordinate Beneficiaries, if any, respectively, with respect to
which such installment of interest or such amounts are in default during any period for which such interest or
amounts have been deferred from the date that the payment should have been made, up to, but not including, the
actual payment date. See “SECURITY AND SOURCES OF PAYMENT FOR THE OFFERED OBLIGATIONS --
Certain Payment Priorities” and APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN

PROVISIONS OF THE INDENTURE -- Events of Default and Remedies”.
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OFFICIAL STATEMENT

MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION
$9,160,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,000,000 Student Loan Revenue Bonds, Subordinate Series 2000-B-3

INTRODUCTION

This Official Statement sets forth information concerning the issuance by the Mississippi Higher
Education Assistance Corporation (the “Corporation”) of its Student Loan Revenue Bonds, Senior Series 2000-A-4
(the “Series 2000-A-4 Bonds”), and its Student Loan Revenue Bonds, Subordinate Series 2000-B-3 (the “Series
2000-B-3 Bonds”, and collectively with the Series 2000-A-4 Bonds, the “Offered Obligations™). The Offered
Obligations will be issued pursuant to the Trust Indenture, dated as of July 1, 1999 {the “Original Indenture™), as
amended and supplemented by the Series 2000-A-1 and 2000-B-1 Supplemen, dated as of January 1, 2000 (the
“Series 2000-A-1&B-1 Supplement”) and the Series 2000-A-2, 2000-A-3 and 2000-B-2 Supplement, dated as of
March 1, 2000 (the “Series 2000-A-2&3&B-2 Supplement” and, collectively with the Series 2000-A-1&B-1
Supplement, the “Prior Supplements”), and as further amended and suppiemented by the Series 2000-A-4 and 2000-
B-3 Supplement, to be dated as of July 1, 2000 (the “Series 2000-A-4&B-3 Supplement” and, collectively with the
Original Indenture, the Prior Supplements and any future amendments and supplements thereto, including, but not
limited to, Series Supplements, the “Indenture™), each between the Corporation and Trustmark National Bank,
Jackson, Mississippi, as trustee {the “Trustee”). All capitalized terms used herein and not otherwise defined herein
or under the caption “Certain Definitions” in APPENDIX B hereto shall have the meanings set forth in the
Indenture.

The Corporation is a nonprofit corporation organized and existing under Title 79, Chapter 11,
Mississippi Code of 1972, as amended, and operated in accordance with the Higher Education Act of 1963, as
amended (together with any regulations promulgated thereunder, the “Higher Education Act”), and applicable
provisions of the Internal Revenue Code of 1986, as amended (together with the regulations promulgated
thereunder, the “Code”). See “THE CORPORATION”. The Corporation is organized exclusively for the purpose
of acquiring certain loans under the Federal Family Education Loan Program described in APPENDIX C,
“DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM”. Each Pledged Eligible Loan
is required by the Indenture to be a fully or partially disbursed Student Loan which: (a) is either Insured by the
Secretary or Guaranteed and (unless the Corporation has provided to the Trustee written advice from each Rating
Agency that treating an Insured or Guaranteed Loan which is not an “gligible loan” for purposes of receiving Special
Allowance Payments as an Eligible Loan will not cause the withdrawal or reduction of any rating or ratings then
applicabie to any of the Obligations) is an “eligible loan™ for purposes of receiving Special Allowance Payments;
(b} is either (i) a PLUS Loan, a Consolidation Loan or an SLS Loan, (ii}{A) an “eligible loan” under the Higher
Education Act for purposes of receiving Interest Benefit Payments or (B) if Interest Benefit Payments are abotished
by any change in any law or regulations or the official interpretation thereof a loan which provides for payment of
interest by the borrower thereunder and such payment of interest is either Insured or Guaranteed and not subject to
any deferment or (C) an unsubsidized Guaranteed Loan made under Section 428H of the Higher Education Act
(with respect to which Interest Benefit Payments will not be made) or (iii) a type of loan authorized under law
enacted subsequent to the date of the Original Indenture, if the Corporation has provided to the Trustee written
advice from each Rating Agency that treating such a type of loan as an Eligible Loan will not cause the withdrawal
or reduction of any rating or ratings on any of the Obligations; (c) except to the extent affected by an Approved
Borrower Benefit Program, bears interest at a rate not less than 1.00% below the maximum applicable interest rate
permitted under the Higher Education Act with respect to the Student Loan in question at the time such Student
Loan was made; (d) was either originated by the Corporation or the Trustee acting on behalf of the Corporation or
was purchased by the Corporation, directly or indirectly, from a Lender pursuant to a Student Loan Purchase
Agreement; (e) does not exceed the maximum outstanding loan limitations described in the Higher Education Act;
and (f) has not been tendered at any time for payment to and rejected by either the Secretary or any guarantee
agency, including any Guarantor, for payment, unless all defects which caused such rejection have been cured. See
“THE GUARANTEE AGENCIES AND THE GUARANTEED STUDENT LOAN PROGRAM”. The Corporation
also covenants in the Indenture that it will cause the Pledged Eligible Loans to be serviced in accordance with the



Higher Education Act. See “THE CORPORATION’S STUDENT LOAN PURCHASE PROGRAM -- Servicing
and Due Diligence”.

Proceeds of the Series 2000-A-4 Bonds will be applied by the Corporation for the purposes
generally of: (i) acquiring Eligible Loans that are fully or partially disbursed, (ii) funding a portion of the Reserve
Requirement attributable to the Series 2000-A-4 Bonds, (iii) capitalizing interest on the Series 2000-A-4 Bonds and
(iv) paying certain fees and expenses incurred in connection with the issuance of the Offered Obligations aliocable
to the Series 2000-A-4 Bonds. Proceeds of the Series 2000-B-3 Bonds will be applied to pay $20,000,000 of
outstanding principal of the Series 1993 Refunded Bonds (as hereinafter defined).

The Indenture authorizes, subject to certain conditions, the issuance of Additional Taxable Notes
and Additional Tax-Exempt Bonds. All Tax-Exempt Bonds issued under the Indenture, other than the Offered
Obligations and the Prior Series Tax-Exempt Bonds, are referred to herein as “Additional Tax-Exempt Bonds”. All
Taxable Notes issued under the Indenture, other than the Prior Series Taxable Notes, are referred to herein as the
“Additional Taxable Notes”. The Additional Tax-Exempt Bonds and the Additional Taxable Notes are referred to
herein collectively as “Additional Obligations”. The Outstanding Prior Series Taxable Notes, along with any
Additional Taxable Notes, are collectively referred to herein as the “Taxable Notes”. The Offered Obligations and
the Qutstanding Prior Series Tax-Exempt Bonds, along with any Additional Tax-Exempt Bonds, are collectively
referred to herein as the “Tax-Exempt Bonds”, and the Tax-Exempt Bonds and the Taxable Notes are collectively
referred to herein as the “Obligations.” Additional Obligations may be on a parity with the Senior Obligations and
other Senior Beneficiaries {“Additional Senior Obligations™). Additional Obligations may also be on a parity with
Subordinate Obligations and other Subordinate Beneficiaries (“Additional Subordinate Obligations™) or may be
subordinate to the Subordinate Obligations.

Descriptions of, among other things, the Offered Obligations, the Corporation, its activities, the
Indenture and the Higher Education Act are included in this Official Statement. The information and descriptions in
this Official Statement do not purport to be complete, comprehensive or definitive. Staternents regarding specific
documents, including the Indenture and the Offered Obligations, are summaries of, and subject to, the detailed
provisions of such documents and are qualified in their entirety by reference to each such document, which will be
on file with the Corporation at its office at 2600 Lakeland Terrace, Jackson, Mississippi 39216 (telephone number:
(601) 981-9425). All such descriptions of documents are further qualified in their entirety by reference to laws
relating to or affecting the enforcement of creditors’ rights generally. This Official Statement does not constitute a
contract between the Corporation, or the Underwriter, and any one or more Holders and Beneficial Owners, if any,
of the Offered Obligations.

SECURITY AND SOURCES OF PAYMENT FOR THE OFFERED OBLIGATIONS

General

The Offered Obligations will be special, limited revenue obligations of the Corporation, secured
by and payable solely from the Trust Estate. The Indenture grants a pledge of, and a security interest in, and assigns
to the Trustee all of the Corporation’s rights in, the Trust Estate to secure the payment of the Obligations {which will
include the Offered Obligations upon their issuance} and performance by the Corporation of any Swap Agreement,
Credit Enhancement Facility or Remarketing Agreement, subject to the provisions of the Indenture permitting
application of funds for the purposes of and on the terms and conditions set forth in the Indenture and their release
pursuant to the terms of the Indenture. The Trust Estate includes all rights, title, interest and privileges of the
Corporation: with respect to Pledged Student Loans (including the evidences of indebtedness thereof and related
documentation); in, to and under all Guarantee Agreements, all Contracts of Insurance, all Certificates of Insurance,
all Student Loan Purchase Agreements and all Federal Reimbursement Contracts insofar as they relate to Pledged
Student Loans; under any Swap Agreement or Swap Counterparty Guarantee; and the revenues, moneys, evidences
of indebtedness and securities in and payable into the Trust Estate Fund in the manner and subject to the prior
applications provided in the Indenture. See APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE”.

THE OFFERED OBLIGATIONS DO NOT CONSTITUTE A DEBT, A LIABILITY, OR A
LEGAL OR MORAL OBLIGATION OF THE STATE OF MISSISSIPPI OR ANY AGENCY OR POLITICAL
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SUBDIVISION THEREOF OR A PLEDGE OF THE FAITH AND CREDIT OR THE TAXING POWERS OF
THE STATE OR ANY AGENCY OR POLITICAL SUBDIVISION THEREOF FOR ANY PURPOSE
WHATSOEVER. THE CORPORATION IS NOT AN AGENCY OR INSTRUMENTALITY OF THE STATE OR
ANY AGENCY OR POLITICAL SUBDIVISION THEREOF.

The Corporation expects that the revenues pledged to secure the payment of the Offered
Obligations and all other Outstanding Obligations will be sufficient to meet principal and interest payments on the
Offered Obligations and all other Ouistanding Obligations, and to pay all Administrative Lixpenses and Bond Fees,
and to pay rebate or other required payments to the United States Treasury, if any, with respect to the Tax-Exempt
Bonds. The immediately preceding sentence is a forward-looking statement, and actual resuits may vary from stated
expectations. APPENDIX G, “CASH FLOW ASSUMPTIONS AND OTHER CONSIDERATIONS” describes
certain assumptions used by the Corporation in estimating such revenues and Admunistrative Expenses and Bond
Fees, and describes certain factors that could affect the sufficiency of such revenues to meet such payments. Fora
discussion of some additional factors that could likewise affect the sufficiency of such tevenues to meet such
payments, see “RISK FACTORS”. For a description of the terms and conditions of the various payments relating to
the Pledged Eligible Loans, see “THE CORPORATION’S STUDENT LOAN PURCHASE PROGRAM?”, “THE
GUARANTEE AGENCIES AND THE GUARANTEED STUDENT LOAN PROGRAM”, and APPENDIX C,
“DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM”.

Certain Payment Priorities

With respect to the payment of current interest and principal payments and payment of any other
obligations to Beneficiaries, Senior Obligations (which include the Prior Series Senior Obligations and will include
upon their issuance the Offered Senior Obligations and any Additional Senior Obligations) and any other Senior
Reneficiaries have certain payment priorities over Subordinate Obligations (which include the Prior Series
Subordinate Obligations and will include upon their issuance the Offered Subordinate Obligations and any
Additional Subordinate Obligations) and any other Subordinate Beneficiaries. If and to the extent that at any time
funds pledged to the payment of the Obligations and amounts due to Other Beneficiaries are not sufficient to pay
when due the principal of or interest on the Obligations and any amounts due to Other Beneficiaries, such funds will
be applied first to the payment of principal of and interest on the Senior Obligations then Outstanding and any
amounts due to Other Senior Beneficiaries before any of such funds are applied to the payment of principal of or
interest on any Subordinate Obligations, or to any amounts due to Subordinate Beneficiaries. So long as any Senior
Obligations are Qutstanding or amounts are owed to other Senior Beneficiaries, failure to pay when due any
principal of or interest on any Subordinate Obligations or any amount owed to a Subordinate Beneficiary does not
constitute an Event of Default under the Indenture. If an Event of Default occurs and is continuing, so long as any
Senior Obligations are QOutstanding or amounts are owed to other Senior Beneficiaries, specific percentages of the
holders of Senior Obligations and any Other Senior Beneficiaries will constitute the “Acting Beneficiaries Upon
Default” for purposes of directing remedial proceedings. See “SECURITY AND SOURCES OF PAYMENT FOR
THE OFFERED OBLIGATIONS -- Description of Flow of Revenues” and APPENDIX B, “CERTAIN
DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE™.

Description of Flow of Revenues

The Indenture establishes in the Trust Estate Fund a Revenue Account which is divided into a
Principal Repayment Subaccount and an Income Subaccount. The Indenture requires the deposit mto the Revenue
Account of (i) all amounts received as principal and interest in repayment of Pledged Student Loans, including all
federal interest subsidy payments, insurance and guarantee payments, and Special Allowance Payments received
with respect to each Pledged Student Loan and proceeds from any sale of Pledged Student Loans, (i1) any prermium
paid by a Lender on the repurchase of a Pledged Student Loan pursuant to a Student Loan Purchase Agreement,
(iii) all amounts received as eamings on or income from Investment Securities in the Trust Estate Fund, and {(iv) any
amounts permitted to be transferred to the Revenue Account from the Escrow Interest Account or the Rebate
Account in the Non-Trust Estate Fund. The Trustee is required to credit all such revenues received as payments of
principal of Pledged Student Loans to the Principal Repayment Subaccount, and to credit all other such revenues
and amounts (including revenues received as payments of interest on or Special Allowance Payments with respect to
Pledged Student Loans and income from Investment Securities) to the Income Subaccount.



The Indenture requires the Trustee to pay, or reimburse the Corporation for payment of, Bond
Fees and Administrative Expenses, to make certain refunds and to transfer moneys on a monthly basis from the
Revenue Account to the following Accounts and Subaccounts in the following order: (a) Senior Current Debt
Service-Interest Subaccount; (b) Senior Current Debt Service-Principal Subaccount; (¢} Senior Credit Enhancement
Fees Subaccount; (d) Senior Sinking Fund Subaccount; (e) Subordinate Current Debt Service-Interest Subaccount;
() Subordinate Current Debt Service-Principal Subaccount; (g) Subordinate Credit Enhancernent Fees Subaccount;
(h) Subordinate Sinking Fund Subaccount; (i) Reserve Subaccount (such amount, if any, as shall be necessary in
order for the balance in such subaccount to equal the Reserve Requirement); (j) Original Proceeds Subaccount or
Transferred Proceeds Subaccount {an amount equal to any charges to such Subaccounts for Debt Service);
(k) Revolving Subaccount (such amount as shail have been specified by the Corporation and as shall not be
reasonably expected to be needed for the payment of Debt Service, Administrative Expenses or Bond Fees, or for
transfer to the Escrow Interest Account or the Rebate Account); and (1) Surplus Account.

From time to time amounts shall also be transferred from the Revenue Account to the Rebate
Account and the Escrow Interest Account as specified in or determined in accordance with the “nonarbitrage
certificates” executed by the Corporation in connection with the delivery of one or more Series of Tax-Exempt
Bonds.

Balances in the Trust Estate Fund credited to the Surplus Account may be applied to pay Carry-
over Amounts on a Series of Taxable Notes and may be transferred from time to time to the Senior Current Debt
Service - Interest Subaccount, the Senior Current Debt Service - Principal Subaccount, the Senior Sinking Fund
Subaccount, the Semior Credit Enhancement Fees Subaccount, the Subordinate Current Debt Service - Interest
Subaccount, the Subordinate Current Debt Service - Principal Subaccount, the Subordinate Sinking Fund
Subaccount, the Subordinate Credit Enhancement Fees Subaccount, the Redemption Subaccount and the Revolving
Subaccount. Funds may be disbursed from the Surplus Account for other purposes determined by the Corporation
upon receipt by the Trustee of: (1) a certification by the Corporation that, based on reasonable projections, any
moneys to be so used are not reasonably expected to be needed for the payment of Debt Service, Administrative
Expenses, Credit Enhancement Fees or Bond Fees, or for transfer to the Escrow Interest Account or the Rebate
Account; {2) an opinion of counsel that such use is authorized and will not violate Mississippi law or adversely
affect the exclusion from gross income for federal income tax purposes pursuant to Section 103 of the Code of
interest on any of the Tax-Exempt Bonds; (3) evidence that, after taking into account any such application, {i) the
aggregate of the Balances in the Trust Estate Fund in excess of Budgeted Administrative Expenses, Credit
Enhancement Fees (if any) and Bond Fees for the next succeeding twelve months will be at least equal to 102% of
the principal amount of, plus accrued and unpaid interest (net of any amounts owed by or to the Corporation
pursuant to any Swap Agreements), on the OQutstanding Obligations, and (i1) the Senior Asset Requirement will be
met; and (4} a Cash Flow Certificate.

Balances in the Reserve Subaccount will be used and applied solely for the purpose of paying
Debt Service.

The Indenture also establishes a Non-Trust Estate Fund into which the Trustee is required to make
deposits and to apply the Balances therein in accordance with the “nonarbitrage certificates” executed by the
Corporation in connection with the issuance of one or more Series of Tax-Exempt Bonds.

For a more detailed description of the receipt and application of moneys in the Trust Estate Fund,
see APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE -- Applications of Funds and Accounts”.

Senior Asset Requirement

“Senior Asset Requirement” under the Indenture means: (a) with respect to expenditures and
other uses of funds in the Surplus Account permitted by the Indenture and release of Student Loans from the lien of
the Indenture under certain circumstances, (1) that the ratio of (A) the Balances credited to the Trust Estate Fund to
(B) the aggregate principal amount of all Outstanding Senior Obligations plus accrued and unpaid interest thereon
(or, if greater, the aggregate outstanding notional amount of all Senior Swap Agreements plus accrued net
obligations of the Corporation thereunder) is at least equal to 112% and (2) that the ratio of the Balances credited to
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the Trust Estate Fund to the aggregate principal of and accrued and unpaid interest on all Outstanding Obligations
is at least equal to 103%; (b) with respect to redemption of Obligations, including redemption of Subordinate
Obligations by operation of Sinking Fund Requirements, but excluding redemption of Senior Obligations by
operation of Sinking Fund Requirements and with respect to all other cases not specifically addressed in (a} above,
(1) that the ratio of (A) the Balances credited to the Trust Estate Fund to (B) the aggregate principal amount of all
Qutstanding Senior Obligations plus accrued and unpaid interest thereon (or, if greater, the aggregate outstanding
notional amount of all Senior Swap Agreements plus accrued net obligations of the Corporation thereunder) is at
least equal to 110% and (2) that the ratio of the Balances credited to the Trust Estate Fund to the aggregate
principal of and accrued and unpaid interest on all Outstanding Obligations is at least equal to 102%; or (c) in any
such case, such lower percentage as shall be set forth in either a Supplemental Indenture (including but not lirnited
to a Series Supplement) or in a Corporation Order delivered to the Trustee and accompanied by: (1) if Senior
Obligations are Qutstanding which are rated on the basis of the assets in the Trust Estate (and not on the basis of
any Credit Enhancement Facility or Remarketing Agreement), evidence from each Rating Agency that applying the
lower percentage set forth in such Corporation Order in computing the Senior Asset Requirement will not cause the
withdrawal or reduction of any rating or ratings then applicable to any Obligations; (2) if no Senior Obligations are
Outstanding, (A) evidence of approval by each Senior Swap Counterparty (if any}) of the use of the lower
percentage set forth in such Corporation Order in computing the Senior Asset Requirement; and (B)if any
Obligations are Ouistanding, evidence from each Rating Agency that applying the lower percentage set forth in
such Corporation Order in computing the Senior Asset Requirement will not cause the withdrawal or reduction of
any rating or ratings then applicable to any Obligations.

For purposes of issuance of the Offered Obligations, the Senior Asset Requirement will be the
following as set forth in the Series 2000-A-4&B-3 Supplement in accordance with item (c) above: the ratio of (1)
the Balances credited to the Trust Estate Fund to (2) the aggregate principal amount of Senior Obligations plus
accrued and unpaid interest thereon (or, if greater, the aggregate outstending notional amount of all Senior Swap
Agreements plus accrued net obligations of the Corporation thereunder), is at least equal to (3) 112.0%, and that the
ratio of the Balances credited to the Trust Estate Fund to the aggregate principal of and accrued and unpaid interest
on all Qutstanding Obligations is at least equal to 98.1%. In connection with the issuance of Prior Series
Obligations, the Senior Asset Requirement ratios approved by the Rating Agencies for purposes of such issuance
have, in some cases, been lower than the approved ratios applicable to the Offered Obligations. In connection with
any future issuance of Additional Obligations, the Senior Asset Requirement ratios to be approved by the Rating
Agencies for purposes of such issuance may also be lower than the approved ratios applicable to the Offered
Obligations.

Reserve Requirement

The Obligations, inciuding the Offered Obligations, will be secured additionally by amounts in the
Reserve Subaccount established under the Indenture. Under the Indenture, the Corporation is required to maintain
an amount of funds equal to the Reserve Requirement on deposit in the Reserve Subaccount. The Reserve
Requirement is an amount equal to the greatest oft 2% of the Qutstanding principal amount of Obligations;
$500,000; or such greater amount as shall be specified in a Series Supplement.

Swap Agreements

Under the Indenture, the Corporation has the ability to enter into one or more Interest Rate Swap
Agreements (a “Swap Agreement”) with one or more Swap Counterparties. If the Corporation enfers into such an
agreement with a Swap Counterparty, such Swap Counterparty will agree to pay the Trustee on each date on which a
Corporation Swap Payment is due, a fixed or variable swap rate on the principal amount, or part thereof, of all or a
portion of the Qutstanding Obligations to which the Swap Agreement relates; and the Corporation will agree to pay
on cach date on which such a payment is due, by causing the Trustee to pay to the Swap Counterparty, a fixed or
variable swap rate. The Corporation expects that any such Swap Agreement will provide that the payment
obligations of the Corporation and a Swap Counterparty to each other will be netted on each date on which such a
payment is due, and only one payment will be made by one party to the other. Any payment from a Swap
Counterparty to the Trustee under a Swap Agreement shall be deposited to the Trust Estate. At such times that the
swap rate being paid by the Swap Counterparty is greater than the swap rate being paid by the Corporation, the
Trustee’s ability to make principal and interest payments on the Obligations may be affected by the Swap



Counterparty’s ability to meet its net payment obligations to the Trustee. See “RISK FACTORS”. The Indenture
requires that no Series Supplement shall authorize the execution of a Swap Agreement unless, as of the date the
Corporation enters into such Swap Agreement, either the Swap Counterparty or the party executing a Swap
Counterparty Guarantee has outstanding obligations rated by each Rating Agency not lower than its third highest
Specific Rating Category (or each Rating Agency has a comparable other rating with respect to such Swap
Counterparty or party executing a Swap Counterparty Guarantee, such as a comparable rating of claims paying
ability or deposits), and no such Swap Agreement shall be executed unless the Trustee shall have recerved written
confirmation from each Rating Agency that the execution and delivery of such Swap Agreement will not result in
the reduction or withdrawal of any rating or ratings then applicable to any of the Obligations.

Issnance of Additional Series of Obligations

The Indenture allows the issuance pursuant to Series Supplements of Additional Obligations from
time to time secured by a lien either: (a) on a parity with the lien granted in favor of the owners of the Senior
Obligations and any other Senior Beneficiaries; (b) subordinate fo the lien granted in favor of the owners of the
Senior Obligations and any other Senior Beneficiaries, and on a parity with the lien granted in favor of the owners of
the Subordinate Obligations and other Subordinate Beneficiaries; or (c) subordinate to the lien granted in favor of
the owners of the Subordinate Obligations and other Subordinate Beneficiaries. See APPENDIX B, “CERTAIN
DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE”. Under the Indenture,
the Corporation does not have the right to issue Additional Obligations, notes, bonds or other obligations which
constitute or create a lien on the Trust Estate senior to the lien granted in favor of the owners of the Senior
Obligations.

RISK FACTORS

Payment by the Corporation of principal of and interest on the Offered Obligations is subject to
certain risks. Particular attention should be given to the factors described below, which, among others, could
materially and adversely affect the payment by the Corporation of Debt Service on the Offered Obligations, and
which could also materially and adversely affect the market price of the Offered Obligations to an extent that cannot
be determined. This section of this Official Statement does not include all risks to which such repayment by the
Corporation is subject, but is an attempt to summarize certain of such risks. Each prospective purchaser of any of
the Offered Obligations should read this Official Statement in its entirety. For a description of the Corporation’s
principal assumptions used in the preparation of its cash flow projections for the Offered Obligations and payment
dates of the Offered Obligations and other mvestment considerations, see APPENDIX G, “CASH FLOW
ASSUMPTIONS AND OTHER CONSIDERATIONS”.

(i) Noncompliance with Higher Education Act. The Higher Education Act and the
applicable regulations require that lenders making Student Loans, guarantee agencies guaranteeing Student Loans
and lenders and third-party servicers servicing Student Loans follow certain specified procedures in an effort to
ensure that Student Loans are properly made and disbursed to, and timely repaid by, the bormrowers. Such
procedures include, but are not limited to, due diligence procedures, to ensure, among other things, that
(i) Guaranteed Loans are properly made and disbursed to or for the benefit of and repaid by eligible borrowers,
(ii) applicable origination, guarantee and other fees are properly paid, (iii) claims for applicable interest subsidy
payments and Special Allowance Payments are properly made and (iv) default claims to Guarantee Apgencies or the
Secretary, as applicable, are properly made. The procedures to make, guarantee and service Student Loans are
specifically set forth in Part 682 of Title 34 of the Code of Federal Regulations (particularly 34 C.F.R. 682.206-
208, 406, 411, .500 and .507) and no attempt has been made in this Official Statement to completely describe
those procedures. Generally, however, those procedures require lenders to process completed loan applications,
determine whether an applicant is an eligible borrower under the Higher Education Act, determine the loan amount,
explain to the borrowers their responsibilities under the loan, have each borrower execute a promissory note, and
disburse the loan proceeds. Once a borrower becomes delinquent in repaying a loan, a holder (i.e., the Corporation
as owner of the loan) must perform certain collection procedures (primarily telephone calls and demand letters)
which vary depending upon the length of time a loan is delinquent. The Corporation fully intends to comply or
cause the Servicers to comply with all requirermnents of the Higher Education Act with respect to such matters.
However, there can be no assurance that failures or delays in compliance with the requirements of the Higher
Education Act with respect to Guaranteed Loans in the Trust Estate will not occur or that the revenues to be derived

-6-



with tespect to the Trust Estate will be sufficient to pay the principal of and interest on the Offered Obligations, as
and when due.

The procedures teferred to in the preceding paragraph following disbursement of a Student Loan
are generally performed for the Corporation by the Servicers, as third-party servicers. Effective July 1, 1994, the
Secretary of the Department of Education adopted new regulations amending the Student Assistance General
Provisions and the Federal Family Education Loan Program (“FFELP”) regulations, affecting third-party servicers.
These regulations, among other things, establish requirements governing contracts between institutions and
third-party servicers, strengthen sanctions against institutions for violations of the program requirements of the
Higher Education Act, establish similar sanctions for third-party servicers and establish standards of administrative
and financial responsibility for third-party servicers that administer any aspect of a guarantee agency’s or lender’s
participation in the FFELP. Under these regulations, a third-party servicer is jointly and severally liable with its
client lenders for liabilities to the Secretary arising from the servicer’s violation of applicable requirements. In
addition, if a servicer fails to meet standards of financial responsibility or administrative capability included in the
new regulations, or violates other FFELP requirements, the new regulations authorize the Secretary to fine the
servicer and/or limit, suspend or ternuinate the servicer’s eligibility to contract to service FFELP loans. The effect of
such a limitation or termination on the servicer’s eligibility to service loans already on the systemn or new loans
under existing contracts is unclear. There can be no assurance that a servicer will not be held liable by the Secretary
for liabilities arising out of its FFELP activities for the Corporation or other client lenders or that its eligibility wilf
not be limited, suspended or terminated in the future.

Failure to follow applicable procedures and meet applicable standards may result in loss of Special
Allowance Payments or in the Secretary’s refusal to make reinsurance payments to a Guarantor on such loans or ina
Guarantor's refusal to honor its guarantee on such loans to the Trustee. Failure of Guarantors to receive reinsurance
payments from the Secretary could adversely affect their ability to honor guarantee claims made by the Trustee, and
loss of Special Allowance Payments or guarantee payments to the Trustee could adversely affect the ability to pay
principal of and interest on the Offered Obligations. Under certain circumstances, the Corporation has the right to
resell an Eligible Loan to the Lender which sold such Eligible Loan te the Corporation, including the Foundation, if
such Eligible Loan was originated by the Foundation. Under certain circumnstances, the Corporation also has the
right to recover any lost Special Allowance Payments or guarantee payments with respect to an Eligible Loan from a
Servicer which failed to properly service such Eligible Loan. See “THE CORPORATION'S STUDENT LOAN
PURCHASE PROGRAM - Summary of Student Loan Purchase Agreements” and “Servicing and Due Diligence”
and “THE CORPORATION - General Information Regarding the Foundation”. However, there is no guarantee a
Lender, including the Foundation, or a Servicer will be able to pay for such losses.

(ii) Actual Cash Flow Results May Be Materially and Adversely Different; Inability of
Trustee to Liquidate Trust Estate. Actual receipt of revenues or actual expenditure results may vary greatly from
the initial Cash Flow Projection which eventually may result in the inability of the Corporation to pay principai of
and interest on the Offered Obligations when due. If such failure to pay principal of and interest on the Offered
Obligations authorizes the Trustee to declare an Event of Default and if the Trustee accelerates payment of the
Offered Obligations and the other Qutstanding Obligations and sells the Pledged Eligible Loans and all other assets
of the Trust Estate, it may be difficult to find a purchaser in a timely manner, if at all, and it may be necessary to sell
the Pledged Eligible Loans at a price below their fair market value. Even if it is possible to sell the Pledged Eligible
Loans at their fair market value, there is no assurance that receipts from such sale will be sufficient to pay all
principal of and accrued interest on the Offered Obligations.

(1i1) Prepayment of Pledged Eligible Loans. Pledged Eligible Loans which have been
acquired at prices in excess of the principal balance thereof may be prepaid by borrowers, at par, at any time. (For
this purpose the term “prepayments” inciudes prepayments in full or in part (including pursuant to the FFELP
Consolidation Loan Program and the Federal Direct Consolidation Loan Program) and liquidations due to default
(including receipt of payments under the Guarantee Program)). The rate of prepayments on the Pledged Eligible
Loans may be influenced by a variety of economic, social and other factors affecting borrowers, including interest
rates, the availability of alternative financing, including, without limitation, the Federal Direct Consolidation Loan
Program which currently offers consolidation loans at an interest rate substantially lower than the FFELP
Consolidation Loan Program, and the general job market for graduates of instifutions of higher education. The
volume of Pledged Eligible Loans that may be consolidated through the FFELP Consolidation Loan Program or the



Federal Direct Consolidation Loan Program or that may be purchased or repurchased from the Trust Estate is not
determinable. In addition, as a result of breaches of representations, warranties or covenants in agreements with the
Corporation, under certain circumstances a seller of a Student Loan or a Servicer thereof may be obligated to
purchase (or repurchase) a Pledged Eligible Loan which may have been acquired at a price in excess of the principal
amount thereof from the Trust Estate at a price of par.

(iv) Changes in the Higher Education Act. In recent years federally enacted legislation has
made substantial changes to the current guaranteed education loan programs under the Higher Education Act.
Among other things, such legislation has established a Federal Direct Student Loan Program and amended the
Higher Education Act in ways which affect existing programs, such as adjustments to the level of guarantee
payments from time-to-time. See APPENDIX C, “DESCRIPTION OF THE FEDERAL FAMILY EDUCATION
LOAN PROGRAM”. No prior amendments have been retrospective in their application to loans originated or
disbursed prior to the effective date of such amendments. Nevertheless, there can be no assurance that the Higher
Education Act will be reauthorized by Congress prior to or after the present authorization through June 30, 2003 or
that such reauthorization will not change current provisions of the Higher Education Act or that future amendments
will not be made to all or portions of the Higher Education Act, any or all of which may materially adversely affect
the sufficiency of the Guaranteed Loans constituting the Trust Estate and the revenues to be derived with respect to
the Trust Estate.

(v) Financial Status of Guarantors. In the event the financial status of any Guarantor and
its ability to honor guarantee claims were to deteriorate over time, such event may result in an inability to make
guarantee payments to the Corporation. One of the primary reasons for a possible deterioration in a Guarantor’s
financial status is related to the amount and percentage of loans guaranteed by a Guarantor which were made to
students attending proprietary or trade schools. Historically, proprietary school loans have defaulted at rates much
higher than loans made to students or parents of students attending four-year schools or two-year schools. As
described under the caption “THE GUARANTEE AGENCIES AND THE GUARANTEED STUDENT LOAN
PROGRAM?”, the percentage of federal reimbursement to a Guarantor of Eligible Loans is based upon the amount of
federal reimbursement payments made to such a Guarantor as a percentage of the principal amount of such
Guarantor’s guaranteed loans in repayment at the end of the preceding fiscal year. Default claims above specified
percentile levels, as calculated annually, result in a reduction in the amount of federal reimbursement paid by the
Department of Education to a Guarantor. A reduction in reimbursements resulting from default rates could thus
financially weaken the Guarantor and cause the Guarantor’s reserve fund to fall below levels necessary in order to
pay claims submitted by lenders. Under the 1992 Reauthorization to the Higher Education Act, the Secretary will
collect annually information from each Guarantor to determine the Guarantor’s solvency. If the Guarantor fails to
meet the requirements of the 1992 Reauthorization, the Secretary may terminate the Guarantor’s reinsurance
contract with the Secretary and, among other things, permit the transfer of guarantees to another Guarantor or to the
Secretary for the payment by the Secretary of any claims with respect thereto. If the Secretary has determined that a
Guarantor is unable to meet its insurance obligations, the holder of leans insured by the Guarantor may submit
insurance claims directly to the Secretary and the Secretary will pay to the holder the full insurance obligation of the
Guarantor, in accordance with insurance requirements no more stringent than those of the Guarantor. Such
arrangements will continue until the Secretary is satisfied that the insurance obligations have been transferred to
another Guarantor who can meet those obligations or a successor will assume the outstanding insurance obligations.
There can be no assurance, however, that the Secretary will ever make such a determination or will do so in a timely
manner. The Secretary is also authorized, on terms and conditions satisfactory to the Secretary, to make advances to
a Guarantor in order to assist the Guarantor in meeting its immediate cash needs and to ensure uninterrupted
payment of default claims. See APPENDIX C, “DESCRIPTION OF THE FEDERAL FAMILY EDUCATION
LOAN PROGRAM".

The 1998 Reauthorization to the Higher Education Act also contains certain amendments affecting
Guarantors, such as reducing the reinsurance rates from the Secretary for Eligible Loans disbursed after October I,
1998 and reducing the default collection retention rate. The Secretary was also given authority to recover and
restrict the use of Guarantor reserve funds under certain circumstances. See “THE GUARANTEE AGENCIES
AND THE GUARANTEED STUDENT LOAN PROGRAM” and APPENDIX C, “DESCRIPTION OF THE
FEDERAL FAMILY EDUCATION LOAN PROGRAM”,



{vi) Financial Status of Any Swap Counterparty Provider or a Swap Counterparty
Guarantee. Whenever a Swap Agreement is executed, at such times that the interest rate being paid by a Swap
Counterparty is greater than the interest rate being paid by the Corporation, the Trustee’s ability to make principal
and interest paymeats on the Offered Obligations may be affected by such Swap Counterparty’s ability or the ability
of any provider of a Swap Counterparty Guarantee to meet its net payment obligation to the Trustee.

(vii) General Economic Conditions. Certain general economic conditions such as a
downturn in the economy resulting in increasing unemployment either regionally or nationally may result in an
increase in defaults by borrowers in repaying Eligible Loans, thus causing increased default claims to be paid by
Guarantors. It is impossible to predict the status of the economy or unemployment levels or at which point a
downturn in the economy would impair a Guarantor’s ability to pay default claims. See “THE GUARANTEE
AGENCIES AND THE GUARANTEED STUDENT LOAN PROGRAM”.

(viii)  Enforceability of Remedies. The remedies available to the Trustee, the Corporation or
Holders upon an Event of Default under the Indenture are in many respects dependent upon judicial actions which
are often subject to discretion and delay. Under existing constitutional and statutory faw and judicial decisions,
including specifically Title 11 of the United States Code (the federal bankruptcy code), the remedies provided in the
Indenture may not be readily available or may be limited. The various legal opinions delivered concurrently with
the delivery of the Offered Obligations are qualified as to the enforceability of the various legal instruments by
limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors

generally.

(ix) Conselidation of Federal Benefit Billing and Receipts and Guarantor Claims with
Other Trust Estates and Trustee’s Own Loans. The Trustee currently uses the same Department of Education
lender identification number for the Trust Estate and trust estates for other obligations of the Corporation. In the
future, the Trustee may also utilize, for its own lending operations, or for other student loan trust estates the
Department of Education lender identification number that is being used by the Trustee for the Trust Estate. Billings
submitted to the Department of Education for Interest Subsidy and Special Allowance Payments on Pledged Eligible
Loans will be consolidated with the billings for such payments for all student loans using the same lender
identification number, including student loans which are not in the Trust Estate. Payments on such billings will be
made by the Department of Education in lump sum form. Such lump sum payments will then be allocated by the
Trustee among the various student loans using the same lender identification number.

In addition, the sharing of the lender identification number by the Trust Estate with student loans
not in the Trust Estate will result in the receipt of claim payments from the guarantors in lump sum form. Such
payments will be allocated by the Trustee among the student loans in a manner similar to the allocation process for
Interest Subsidy and Special Allowance Payments.

The Department of Education regards the Trustee as the party primarily responsible to the
Department of Education for any liabilities owed to the Department or the Guarantors resulting from the Trustee’s
activities in the FFELP. As a result, if the Department or a Guarantor were to determine that the Trustee owes a
liability to the Department or such Guarantor on any student loan using the shared lender identification number, the
Department or such Guarantor would be likely to collect that liability by offset against amounts due the Trustee
under the shared lender identification number, including amounts owed in connection with the Trust Estate.

In addition, in a given calendar quarter, the Trustee may incur consolidation origination fees with
respect to student loans sharing a lender identification number with Pledged Eligible Loans in the Trust Estate that
exceed the Interest Subsidy and Special Allowance Payments payable by the Department of Education with respect
to such student loans which are not Pledged Eligible Loans in the Trust Estate. This could result in the consolidated
payment from the Department received by the Trustee under such lender identification number for the quarter
equaling an amount that is less than the amount owed by the Department of Education on the Pledged Eligible Loans
in the Trust Estate for that quarter.

(x} The Offered Obligations Are Subject to Mandatory Redemption to the Extent that
Balances in the Acquisition Account Are Not Expended to Acquire Student Loans; Redemption of the
Offered Obligations Upon Termination of Recycling. The Corporation's Cash Flow Projections are based upon an



assumption that substantially all funds available to the Corporation during the projected acquisition period will be
needed for the Corporation’s Student Loan secondary market program. There can be no assurances, however, that
the Corporation will acquire the anticipated volume of Student Loans.

The Corporation anticipates that Education Services Foundation (the “Foundation”), will originate
a significant volume of Student Loans which will be acquired by the Corporation. The Foundation, however,
commenced its Student Loan origination program recently and there can be no assurances concerning the volume of
Student Loans which the Foundation will originate. The Foundation established its Student Loan origination
program in order to offer superior benefits to borrowers. The origination program may, however, also affect the
participation of other lenders in the Corporation's Student Loan secondary market. See “THE CORPORATION -
General Information Regarding the Foundation”.

Additionally, certain lenders which have historically sold a substantial volume of student Joans to
the Corporation have recently sold significant portions of their existing portfolios to the Corporation and the
Foundation. As a result of those sales, the volume of Student Loans which such Lenders will sell during the
projected acquisition period may be reduced. Participation by other parties in the Mississippi Student Loans
secondary market may also affect the volume of Student Loans acquired by the Corporation.

The Corporation expects that all proceeds of the Offered Obligations, other moneys which will
become available upon issuance of the Offered Obligations and revenues from the Trust Estate will be needed to
acquire Student Loans. In the event that the Corporation does not acquire the anticipated volume of Smdent Loans,
certain balances in the Acquisition Account will be used to mandatorily redeem Offered Obligations. See
“REDEMPTION - Mandatory Redemption of Offered Obligations from Moneys in Acquisition Account™.

To the extent that moneys deposited into the Revolving Subaccount of the Acquisition Account
are not used prior to September 1, 2001 (or such later date as specified by the Corporation in one or more
Corporation Orders delivered to the Trustee which satisfy certain other conditions in the Indenture applicable to
such Corporation Orders) to purchase Eligible Loans, such moneys, at the direction of the Corporation, will be used
to redeem Offered Obligations which would otherwise not have been redeemed or which would have been redeemed
at a later date. See “REDEMPTION - Mandatory Redemption of Offered Obligations from Moneys in Acquisition
Account”,

(x1) U.S. Treasury May Discontinue Auction of 52-Week Treasury Bill. In February
2000, Treasury announced it was reducing the frequency of auctions of 52-week bills from thirteen times per year to
four times per year. Recently, Treasury announced that it is taking steps to further reduce and eventually eliminate
the issuance of 52-week bills. Elimination of the 52-week bill or a reduction in the volume of 52-week bills could
adversely affect (a) payments of interest on the Offered Obligations which under certain circumstances are indexed
to the 52-week bill and (b) receipts from Eligible Loans whose interest rates are based on 52-week bills.

THE CORPORATION

Organization and Powers

The Corporation is a Mississippi nonprofit corporation organized under Title 79, Chapter 11,
Mississippi Code of 1972, as amended. The Corporation was organized in January, 1980, at the request of the Board
of Trustees of State Institutions of Higher Learning of the State (the “Board of Trustees”) and the Post-Secondary
Education Financial Assistance Board of the State (the “Post-Secondary Board”), for the exclusive purpose of
acquiring Student Loans incurred under the Higher Education Act in accordance with Section 103(e) of the Internal
Revenue Code of 1954 (subsequently recodified as Subsection 150(d) of the Internal Revenue Code of 1986, as
amended). The requests of such Boards were made on January 17, 1980, and January 18, 1980, respectively.
Additionally, the Division of Federal-State-Local Programs within the office of the Governor of the State on July 30,
1981, requested that the Corporation be organized and exercise its powers and confirmed on behalf of the State the
requests previously made by the Board of Trustees and the Post-Secondary Board. The Corporation is not an agency
or instrumentality of the State or any agency or political subdivision thereof.
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The Corporation has received Internal Revenue Service determination letters to the effect that it is
a tax-exempt organization under Section 501(c)(3) of the Code and that the Corporation is not a private foundation
within the meaning of Section 509(a} of the Code because it is an organization of the type described in Sections
170(b} 1){A)(vi) and 509(a)(1) of the Code.

The Corporation’s Charter of Incorporation provides, among other things, that the Corporation is
established and shall be operated exclusively for the purpose of acquiring student loan notes and shall devote any
income (after payment of expenses, debt service and the creation of reserves for the same) to the purchase of
additional student loan notes or to pay over any income to the United States. In the event of dissolution of the
Corporation, the balance of money and other property received by the Corporation from any source, after payment
of the Offered Obligations and all other debts and obligations of the Corporation, shall be paid over to the United

States.

The Corporation is not an Eligible Lender under the Higher Education Act except for purposes of
Consolidation Loans, and, therefore, the Trustee will be the holder of the Eligible Loans to be acquired by the
Corporation as authorized by the Higher Education Act. Pledged Eligible Loans will be assigned to the Trustee,
which is an Eligible Lender and which will hold the Pledged Eligible Loans in trust on behalf of the Corporation.
The Trustee and the Secretary of Education entered into the Contract of Insurance on August 12, 1982, and the
Trustee was at that time issued an Eligible Lender identification number by the Secretary of Education. The Trustee
has entered into one or more Guarantee Agreements with one or more Guarantors.

BALANCE OF PAGE INTENTIONALLY LEFT BLANK
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Officers, Directors and Staff

The following are the officers and directors of the Corporation:

Name and Positions Held

Tom B. Scott, Jr.
Board Chair and Director

Jack L. Woodward
Board Vice-Chair and Director

J.C. Whitchead
Secretary, Treasurer and Director

Vernetta P. Fairley
Director

J. Herman Hines
Director

Alvis T. Hunt
Direcior

William M. Jones
Dhrector

Dr. Thomas D. Layzell

Principal Occupation

Attorney, Scott & Scott

Retired Dean of Student Aid Financial Planning,
Millsaps College

Chairman Emeritus, BancorpSouth Bank
Director of Standards of Excellence Review,
National Association of Student Financial Aid

Admuinistrators

Retired Chairman and Chief Executive
Officer, Deposit Guaranty National Bank

Vice-Chairman Emeritus, Trustmark
National Bank

Retired Senior Vice President,
Deposit Guaranty National Bank

Commissioner of Higher Education, Board

Director of Trustees of State Institutions of Higher
Learning
Kenneth L. Smith, Jr. Executive Director of the Corporation
Executive Director

The officers of the Corporation are elected by the Board of Directors. The members of the Board
of Directors are elected by the members of the Corporation.

The members of the Corporation consist of: (a) four persons designated by the Board of Trustees
of State Institutions of Higher Learning; four persons designated by the State Board for Community and Junior
Colleges; two persons designated by the Mississippi Association of Independent Colleges; one person designated by
the Student Body President’s Council; and four persons designated by the Mississippi Bankers Association; (b} up to
ten persons designated by the Board of Directors of the Corporation; and (c) the Commissioner of Higher Education
of the State and the director of the Post-Secondary Education Financial Assistance Board of the State, as ex-officio
voting members of the Corporation.

The Executive Director of the Comporation is Kenneth L. Smith, Jr. Mr. Smith has served as Chief
Operating Officer responsible for the management of the Corporation since May of 1990. Prior to taking the
position of Executive Director, Mr. Smith had served as the Corporation’s Director of Finance and Administration
since 1987. Prior to joining the Corporation, he served as Vice President of Finance with Prison Fellowship in
Washington, D.C., a nonprofit corporation and international Christian ministry to prison inmates and their families
from 1980-1986; a partner in a2 CPA firm m Covington, Louisiana, from 1977-1980; Director of Audit at First
Commerce Corporation in New Orleans, Louisiana from 1974-1977; controller of a natural gas and transmission and
storage company in New Orleans, Louisiana from 1972-1974; and with Arthur Andersen & Co., an international
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public accounting firm in the Houston, Texas office from 1964-1972, except for a two-year leave for service in the
U.S. Army. Mr. Smith holds a B.S. degree in Accounting from Mississippi State TUniversity.

The Corporation has no full-time staff members. Education Services Foundation (the
“Foundation”) began management of the Corporation as of May 1, 1997, pursuant to a management services
agreement. In addition, the Foundation acquired afl or substantially all of the operating assets of the Corporation
(not inctuding student loans), pursuant to an asset purchase agreement, dated as of April 11, 1997, for an amount
based on their appraised fair market value. In connection with the transfer of such assets, the former employees of
the Corporation were employed by the Foundation to manage the Corporation and administer its student loan
secondary market activities. The Corporation pays a fair and reasonable management fee to the Foundation for such
services. The Foundation currently operates with 25 full-time staff positions, including positions for the following
areas: administration, marketing, program development, finance, accounting, auditing, computer operations, defauit
prevention and academic planning. Mr. Smith is the Executive Director of the Foundation.

The Corporation has no full-time staff members and is managed by Education Services
Foundation (the “Foundation™).

General Information Regarding the Foundatien

The Foundation was established on March 24, 1995 by persons who were, at the time, serving as
the Board of Directors of the Corporation. The Foundation was established under Title 79, Chapter 11, Mississippi
Code of 1972, as amended, as a nonprofit corporation to engage in a variety of activities intended to increase the
level of appropriate quality education in the State and elsewhere. These activities relate primarily to education
finance and to activities designed to increase the knowledge that parents and students have concemning the means
necessary to achieve appropriate quality education.

The Foundation has received Internal Revenue Service (“IRS”) determination letters to the effect
that it is a tax-exempt organization under Section 501(c)(3) of the Code and that the Foundation is not a private
foundation within the meaning of Section 509(a) of the Code because it is an organization of the type described in
Section 509(a)(2) of the Code.

The Foundation began management of the Corporation as of May 1, 1997, pursuant to a
management services agreement. In addition, the Foundation acquired all or substantially all of the operating assets
of the Corporation (not including student loans), pursuant to an asset purchase agreement, dated as of April 11,
1997, for an amount based on their appraised fair market value. In connection with the transfer of such assets, the
former employees of the Corporation were employed by the Foundation to manage the Corporation and administer
its student loan secondary market activities. The Corporation pays a fair and reasonable management fee to the
Foundation for such services. The Foundation currently operates with 25 full-time staff positions, including
positions for the following areas: administration, marketing, program development, loan origination, finance,
accounting, auditing, computer operations, default prevention and academic planning. Mr. Smith is the Executive
Director of the Foundation.

During 1998 the Foundation was designated by the Governor of the State as the single nonprofit
private agency student loan lender for the State. The Foundation thereafter completed the contractual and other
arrangements necessary fo permit it to act as a lender. The Foundation commenced a loan origination program
during July of 2000 and is in the process of becoming the lender of last resort (as defined by the Higher Education
Act) for the State. The Foundation employees who operate the loan origination program have significant experience
in the student loan industry, and Student Loans offered by the Foundation have benefits to borrowers that are not
necessarily available from other lenders. Therefore, the Foundation believes that its loan origination program is
likely to be successful and generate significant loan volume. It is anticipated that some or all of the loans originated
by the Foundation may be acquired by the Corporation and pledged as part of the Trust Estate. It is also anticipated
that the Foundation will provide servicing for some or all of such pledged loans until the loans enter repayment.

The Foundation provides a variety of other services. These services include a student loan

secondary market, a toll-free financial aid telephone hotline, an Internet home page, and developing and operating
two centers for academic planning. The Foundation’s student loan secondary market is intended to complement the
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Corporation’s student loan secondary market. The telephone hotline is intended to provide information to borrowers
and prospective borrowers that will facilitate repayment of student loans by borrowers and minimize excessive
borrowing by prospective borrowers. The Foundation has established a home page on the Internet to provide
information relating to the application process for obtaining student loans, the associated costs, and default
prevention techniques. The Foundation’s two centers for academic planning help students and their parents evaiuate
and plan for education financing. The Foundation intends to develop and operate additional centers for academic
planning in the future. The Foundation has also established and operates a Delta Scholars program designed to
assist students in the Mississippi Delta region of the State with college planning and related financial aid needs.

It is anticipated that the Foundation will commence additional activities related to its stated
educational purpose. Additional activities of the Foundation may include developing and administering other
student loan finance programs, providing services to assist financial aid and related offices to operate more
effectively and take full advantage of state and federal financial aid programs, providing student loan origination and
in-school student loan servicing for third parties, providing scholarships to students to assist them in financing their
post-secondary education, providing grants to schools to assist them in providing financiai aid to students, and
providing other needed charitable activities related to educational financial aid.

The Foundation’s Articles of Incorporation and Bylaws provide, among other things, that the
Foundation is organized exclusively for charitable and educational purposes, including, for such purposes, the
making of distributions to organizations that qualify as exempt organizations under Section 501(¢)(3) of the Code, or
the corresponding section of any future federal tax code. In the event of dissolution of the Foundation, the assets of
the Foundation shall be distributed for one or more exempt purposes within the meaning of Section 501{c}3) of the
Code, or the corresponding section of any future federal tax code, or shall be distributed to the federal government,
or to a state or local government, for a public purpose. Any such asset not so disposed of shall be disposed of by the
chancery court of the county in which the principal office of the Foundation is then located, exclusively for such
purposes or to such organization or organizations, as said court shall determine, which are organized and operated
exclusively for such purposes.

The Foundation has no members. The directors of the Foundation are authorized to select their
successors. All of the officers and directors of the Foundation also serve as officers and directors of the
Corporation. The Corporation has one director who does not serve as a director of the Foundation.

Other Qutstanding Bonds and Notes of the Corporation and Related Student Loans

As of July 1, 2000, the Corporation had outstanding approximately $731,275,000 in principal
amount of student loan bonds and notes and held a total of approximately $577,744,000 unpaid principal amount of
Student Loans. Except for $290,400,000 in principal amount of Prior Series Obligations issued under the Indenture,
all of these student loan bonds and notes have been issued under trust indentures other than the Indenture. Except for
approximately $225,114,000 unpaid principal amount of Student Loans acquired with the proceeds of the Prior
Series Obligations, all of the Student Loans and other assets are held under indentures other than the Indenture and
are subject to the lien of these other indentures. None of the assets or revenues from these other indentures are
pledged to secure, or otherwise required to be applied by the Corporation to pay, the Offered Obligations, and none
of the Student Loans or other assets and revenues to be acquired with the proceeds of the Offered Obligations will
be pledged to secure, or will otherwise be required to be applied by the Corporation to pay, such other student loan
bonds and notes.

Other Information
The Corporation’s mailing address is Mississippi Higher Education Assistance Corporation, P.O.

Box 5006, Jackson, Mississippi 39296, and its telephone number is (601) 981-9425. The Corporation will provide
without charge to any Holder, upon written request of such Holder, copies of its audited financial statements.
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THE CORPORATION’S STUDENT LOAN PURCHASE PROGRAM

General

The Corporation conducts a secondary market for Student Loans. The Corporation encourages
Lender participation in the Program through the use of telephone calls, letters and meetings with Lenders,
participation in financial aid officers” meetings and other conferences, and through the use of promotional materials.
The objective of the Corporation’s plan is to attract new Lenders and to encourage the continued participation of
Lenders who already sell Student Loans to the Corporation by providing superior service and assistance to Lenders
currently participating in, and by informing other Lenders of, the Program.

As discussed in APPENDIX G, “CASH FLOW ASSUMPTIONS AND OTHER
CONSIDERATIONS -- Changes in Federal Law”, the Student Loan Reform Act of 1993 enacted a variety of
changes in the Federal Family Education Loan Program, including the enactment of a new student loan program
with direct lending by the Department of Education to students and other changes which may have a material
adverse impact on the Corporation’s Program. Among other things, the Student Loan Reform Act of 1993 provided
that such a direct federal loan program could replace, in whole or in part, the Corporation’s Program by academic
year 1999-2000. However, the 1998 Reauthorization of the Higher Education Act deleted all references to a
“mransition” to full implementation of the direct lending program.

The following table fists the approximate aggregate outstanding principal balances of all Student
Loans acquired by the Corporation from the proceeds of its student loan revenue bond issues during each of the last
five fiscal years,

Year Ended Student Loans

December 31 - Acquired
1995 $84,309,000
1996 $60,772,000
1997 $48,365,000
1998 $64,786,000
1999 $110,978,000

As of July 1, 2000 the approximate aggregate outstanding principal balances of all Student Loans
acquired by the Corporation from the proceeds of iis student loan revenue bond and asset-backed note issues is
$577,744,000.

Description of Eligible Loans To Be Acquired

The Corporation expects to acquire Eligible Loans with certain proceeds of the Offered
Obligations, with amounts which will be transferred to the Trust Estate upon issuance and with payments to be
received from borrowers, the Guarantee Agencies, other Qualified Guarantors or the Secretary of Education with
respect to Pledged Eligible Loans. See “APPLICATION OF THE PROCEEDS OF THE OFFERED
OBLIGATIONS” and APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN
PROVISIONS OF THE INDENTURE - Application of Funds and Accounts --- Acquisition Account”.

The Pledged Eligible Loans consist of Eligible Loans for which the beneficiary is in school, has
commenced repayment of principal on a loan or is in a grace period or a deferment period with respect to repayment.
Borrowers (other than borrowers of PLUS and/or SLS Loans) are required to begin repaying Student Loans after a
six- to twelve-month grace period following termination of pursuit of at least a half-time course of study; in
addition, repayment may be delayed during any deferment or forbearance period occurring after termination of the
grace period. The repayment for borrowers of PLUS and/or SLS Loans begins after final disbursement of the loan
by a Lender subject to certain deferral provisions. Borrowers of unsubsidized Stafford Loans are required to begin
repaying principal after the six-month grace period following termination of at least half-time school enrollment.
Interest on unsubsidized Stafford Loans for which payments are not required during the in-school or grace periods or



during deferment shall be paid by the borrower monthly or quarterly or capitalized not more frequently than
quarterly by the lender.

The Corporation currently offers an Approved Borrower Benefit Program which includes a
reduction in the interest rate on a Student Loan (i} by 2% per annum after the Borrower has made the first forty-eight
(48) monthly payments on tire and (ii) by 0.25% per annum if the borrower makes payment by automated clearing
house (or comparable) authorization. The Corporation may, in the future, offer one or more additional Approved
Borrower Benefit Programs which provide interest rate reductions, principal forgiveness and other financial benefits
to borrowers. See APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE™.

Summary Of Student Loan Purchase Agreements

The Student Loan Purchase Agreements relating to the sale of Eligible Loans to the Corporation
(including Student Loan Purchase Agreements as amended from time to time) will include representations and
warranties that all Student Loans purchased pursuant thereto are Eligible Loans, and will require that the Lender
repurchase any Student Loan purchased by the Corporation thereunder, upon the request of the Corporation or its
successors and assigns, if (a) any representation or warranty made or furnished by the Lender in or pursuant to such
Student Loan Purchase Agreement shall prove to have been materially incorrect as to such Student Loan; (b} the
Secretary of Education or the applicable Guarantee Agency, as the case may be, refuses to honor all or part of a
claim filed with respect to such Student Loan (including any claim for Interest Benefit Payments, Special Allowance
Payments, or reinsurance or guarante¢ payments) on account of any circumstance or event that occurred prior to the
sale of such Student Loan to the Corporation; or (c) the Corporation rejects a Student Loan pursuant to the terms of
such Student Loan Purchase Agreement because such Student Loan does not constitute an Eligible Loan.

Servicing and Due Diligence

Each of SunTech, Inc. (“SunTech”), a Mississippi business corporation, and Pennsylvania Higher
Education Assistance Agency (“PHEAA”) a public corporation and governmental instrumentality organized under
the laws of the Commonwealth of Pennsylvania, service the Corporation’s Student Loans pursuant to Servicing
Agreements with the Corporation. It is also anticipated that prior to the repayment period (as defined by the Higher
Education Act) a portion of the Corporation’s Student Loans, including a portion of the Pledged Eligible Loans, will
be serviced by the Corporation and/or the Foundation.

The term of the agreement pursuant to which SunTech services the Corporation’s Student Loans
will (subject to certain conditions) extend until alf principal of and interest on Student Loans serviced thereunder are
paid in full. The term of the agreement pursuant to which PHEAA services the Corporation’s Student Loans will
(subject to certain conditions) extend until such time as the principal and interest on the student loans serviced by
PHEAA are paid in full.

SunTech and PHEAA are the Corporation’s primary servicers. SunTech and PHEAA have
available to them the systems and services to enable them to process and service Student Loans in accordance with
the requirements of the Higher Education Act. Under the Servicing Agreements, SunTech’s and PHEAA’s services
include providing statistical information to the Secretary of Education to ensure payment of interest benefit and
Special Allowance Payments, contacting borrowers in repayment, collecting payments, performing due diligence,
and providing student loan origination services for certain lenders. Based on the Corporation’s review of audits and
reports regarding the servicing operations of SunTech and PHEAA, the Corporation believes that SunTech and
PHEAA are substantially in compliance with the servicing requirements of the Higher Education Act. In addition,
the Corporation believes that the Foundation and the Corporation, as Servicers, to the extent each service Student
Loans, have available to them the systems and services to enable them to process and service Student Loans in
accordance with the Higher Education Act, and the Corporation further believes both the Foundation and the
Corporation to be in substantial compliance with the servicing requirements of the Higher Education Act.

The Higher Education Act requires that “due diligence” be exercised in the making, servicing and

collection of Pledged Eligible Loans. The Higher Education Act defines “due diligence” to require the holder of an
Eligible Loan to utilize origination, servicing, and collection practices at least as extensive and forceful as those
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generally practiced by financial institutions for the collection of consumer loans. Additionally, the Higher
Education Act provides certain minimum standards for due diligence procedures.

If the Corporation, SunTech, PHEAA or the Foundation and/or Corporation, as Servicers, or any
other servicer, fails to meet such standards, the Trustee could be disqualified as an eligible lender and its ability to
realize the benefits of Insurance may be adversely affected. The Trustee's responsibilities with respect to servicing
Pledged Eligible Loans are limited under the Indenture. See APPENDIX B, “DEFINITIONS OF CERTAIN
TERMS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE”.

The Higher Education Act also requires that the Guarantee Agencies ensure that due diligence is
exercised by Lenders in making, servicing and collecting Student Loans guaranteed by the Guarantee Agencies and
that due diligence be exercised by each Guarantee Agency in collecting Student Loans which it holds. The
Guarantee Agencies have established procedures and standards for due diligence to be exercised by Lenders which
hold Student Loans that are guaranteed by the Guarantee Agencies. If SunTech, PHEAA, the Corporation or the
Foundation, as servicers, or any other servicer, does not comply with the due diligence standards established by the
Guarantee Agencies, then the Trustee’s ability to realize the benefits of Guarantee payments and the Guarantee
Apgencies’ ability to realize the benefits of federal reinsurance payments may be adversely affected.

Under the Indenture, the Corporation is permitted to engage additional Servicers and to teplace
Servicers, so long as the Servicers are selected by the Corporation in a competent, diligent and orderly fashion and
in accordance with all requirements of the Higher Education Act, the Secretary of Education, applicable regulations
of puarantee agencies and the Indenture.

THE GUARANTEE AGENCIES AND THE GUARANTEED STUDENT LOAN PROGRAM

The information contained in this Official Statement relating to United Student Aid Funds, Inc.
has been supplied by United Student Aid Funds, Inc. for inclusion in this Official Statement. Such information is
not guaranteed as to accuracy or completeness by the Cotporation or the Underwriter and is not o be construed as a
representation by the Corporation, the Underwriter or the counsel of either. Neither the Corporation nor the
Underwriter has independently verified this information. No representation is made by the Corporation or the
Underwriter (nor the counsel of either) as to the accuracy or adequacy of such information or as to the absence of
material adverse changes in such information subsequent to the date hereof. The Corporation does not expect that
TSAC, LASFAC, KHEAA or PHEAA will be guarantors on any material amount of the Pledged Eligible Loans
acquired with the proceeds of the Offered Obligations, and consequently TSAC, LASFAC, KHEAA and PHEAA
have not supplied similar information for this Official Statement.

The Corporation is aware that the agreement between the State and USAF, whereby the State
designated USAF to provide guarantee services in Mississippi, pursuant to the Higher Education Act, is currently
up for renewal. The Corporation understands that USAF is cumrently negotiating a new agreement. Further, the
Corporation does not know of any other entity that is pursuing such designation and has no reason to believe that
USAF will not continue in its role as the State’s designated guarantee agency.

United Student Aid Funds, Inc.

United Student Aid Funds, Inc. (herein referred to as “USAF”} was organized as a private, non-
profit corporation under the General Corporation Law of the State of Delaware in 1960. In accordance with its
Certificate of Incorporation, USAF (i) maintains facilities for the provision of guarantee services with respect to
approved education loans made to or for the benefit of eligible students who are enrolled at or plan to attend
approved educational institutions; (ii) guarantees education loans made pursuant to certain loan programs under the
Higher Education Act, as well as loans made under private loan programs; and (iii) serves as the designated
guarantor for education loan programs under the Higher Education Act in Alaska, Arizona, Hawaii, Indiana, Kansas,
Maryland, Mississippi, Nevada, Wyoming, and certain Pacific Islands.

In addition to the above-identified activities, USAF is affiliated with USA Group Guarantee

Services, Inc. (formerly known as USA Services, Inc.), a Delaware private, non-profit corporation, which provides
varying degrees of services to the following guarantee agencies: Student Loan Guaranty Foundation of Arkansas,
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lowa College Student Aid Commission, Louisiana Office of Student Financial Assistance, Finance Authority of
Maine, Michigan Guaranty Agency, Montana Guaranteed Student Loan Program, New Mexico Student Loan
Guarantee Corporation, Northwest Education Loan Association, Oklahoma Guaranteed Student Loan Program,
Oregon Student Assistance Commission, and Rhode Island Higher Education Assistance Authority. USAF contracts
with USA Group Guarantee Services, Inc. for most of its guarantee services. Certain trustees and officers of USAF
are also directors or officers of USA Group Guarantee Services, Inc.

USAF is also affiliated with USA Group Loan Services, Inc. (formerly known as Education Loan
Servicing Center, Inc.). USA Group Loan Services, Inc. was organized under the laws of the State of Delaware in
1982 as a private, non-profit corporation to provide conversion services, data processing, and other assistance
necessary in connection with the acquisition and servicing of education loans by primary lenders and secondary
markets. Certain trustees and officers of UJSAF are also trustees or officers of USA Group Loan Services, Inc.

On July 31, 2000, the Student Loan Marketing Association (“Sallie Mae”), ammounced that it has
completed the purchase of substantially all of the assets of USA Group Guarantee Services, Inc. and USA Group
Loan Services, Inc. On the same day Sallie Mae announced that SLM Holding Corporation, the parent company of
Sallie Mae, was renamed USA Education, Inc. As of the date of this Official Statement, additional information
about this transaction can be found at the website <www.salliemae.com/about/usamerger.html>  USAF has
contracted for certain guarantee services with an entity resulting from the transaction.

For the purpose of providing loan guarantees under the Higher Education Act, USAF has entered
into various agreements with the Secretary of Education (collectively, the “USAF Federal Reinsurance
Agreements”). Pursuant to the USAF Federal Reinsurance Agreements, USAF serves as a “guaranty agency” as
defined in Section 435(j) of the Higher Education Act. The Higher Education Act allows the Secretary, after giving
the guaranty agency notice and the opportunity for a hearing, to terminate the USAF Federal Reinsurance
Agreements if the Secretary determines that the administrative or financial condition of the guaranty agency
jeopardizes the agency’s continued ability to perform its responsibilities under its guaranty agreement or {o ensure
the continued availability of loans to student or parent borrowers or that it is necessary to protect the Federal
financial interest.

Reinsurance is paid to USAF by the Secretary in accordance with a formula based on the annual
default rate of loans guaranteed by USAF under the Higher Education Act and the disbursement date of loans, and
ranges from 100% to 75% of USAF’s losses on default claim payments made to lenders. The Higher Education
Amendments of 1998 reduced the reinsurance coverage for loans in default made on or after October 1, 1998 to a
range from 95% to 75% based upon the annual default claims rate of the guaranty agency. Remsurance on non-
default claims remains at 100%.

The Higher Education Amendments of 1998 require guaranty agencies to establish two (2)
separate funds, a federal reserve fund (property of the United States) and an operating fund (property of the guaranty
agency). The federal reserve fund is to be used to pay lender claims and to pay a default aversion fee to the
operating fund. The operating fund is to be used by the guaranty agency to pay its operating expenses. Pursuant to
the Higher Education Amendments of 1998, existing Federal Family Education Loan Program reserves became part
of the federal reserve fund.

The U.S. Department of Education (the “Department”) has advised USAF that, pursuant to the
Balanced Budget Act of 1997, USAF must pay approximately $209 million to the Secretary on September 1, 2002
and make annual restricted account deposits toward such payment beginning in fiscal year 1998 of approximately
$41.8 million. Further, the Higher Education Amendments of 1998 require guaranty agencies to return to the
Secretary $250 million in reserve funds from fiscal years 2002 to 2007. Each guaranty agency’s share is based on a
formula prescribed in the Higher Education Amendments of 1998. USAF is in compliance with the provisions of
the reserve fund requirements of the Act.

As of September 30, 1999, USAF had total Federal Family Education Loan Program assets of
approximately $679 million; guarantee deposits and advance funds, allowance for future defaults, and deferred
revenue of approximately $269 million; and a fund balance of approximately $407 million. Through September 30,
1999, the outstanding, unpaid, aggregate amount of principal and interest on loans which had been directly
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guaranteed by USAF under the Federal Family Education Loan Program was approximately $36.1 billion. Also, as
of September 30, 1999, USAF had Operating Fund assets and non-Federal Family Education Loan Program assets
totaling approximately $98 million,

USAF’s “claims rate” represents the percentage of federal reinsurance claims paid by the
Secretary during any fiscal year relative to USAF’s existing portfolio of loans in repayment at the end of the prior
fiscal year. For the last five fiscal years, the “clairms rate” (excluding Arizona, Hawaii and certain Pacific Istands for
the fiscal years 1995 and 1996) was as follows: 1999--2.62%: 1998--3.96%; 1997--4.65%; 1996 - 4.65%; 1995 --
4.6%%.

As of September 30, 1999, USAF employed approximately 159 persons and is headquartered m
Indianapolis, Indiana. USA Group, Inc. will provide a copy of its most recent annual report upon receipt of a
written request directed to its headquarters at 30 South Meridian Street, Indianapolis, Indiana 46204, Attention: Vice
President, Corporate Communications.

DESCRIPTION OF THE OFFERED OBLIGATIONS

General

In reading this section and the other sections of the Official Statement, it should be understood that
while any Offered Obligations are in the Book-entry System, (i} all rights of ownership, including, without
limitation, all rights with respect to Tegistration, transfer and exchange of the Offered Obligations, must be exercised
through DTC and the Book-entry System and (ii) notices that are to be given to Holders by the Corporation or the
Trustee will be given only to DTC. See “Book-entry System” below.

The Corporation has adopted a resolution authorizing, among other things, (i) the execution and
delivery of a Series Supplement to the Indenture and related documents and (ii) the issuance of the Offered
Obligations. The Series 2000-A-4 Bonds will be initially issued as Auction Rate Securities, in fully-registered form,
without coupons, and in denominations of $100,000 and integral multiples of $100,000 in excess of $100,000. The
Series 2000-B-3 Bonds will be issued as fixed rate bonds, in fully-registered form, without coupons, and in
denominations of $5,000 and integral multiples of $5,000 in excess of $5,000. The Depository Trust Company
(“DTC”), New York, New York will act as securities depository (the “Securities Depository”} for the Offered
Obligations. The Offered Obligations wiil be registered in the name of Cede & Co. {DTC’s partnership nominee).
One fully-registered certificate will be issued for each Maturity of each Series of the Offered Obligations, each in
the aggregate original principal amount due on each such Maturity Date, and will be deposited with DTC.
Purchasers of the Offered Obligations will not receive physical bond or note certificates representing their interest in
the Offered Obligations purchased. It is expected that the Offered Obligations will be available for delivery on or
about the Delivery Date set forth on the cover page of this Official Staternent.

During each Auction Period with respect to the Series 2000-A-4 Bonds up to, but not including
any Weekly Rate Conversion Date, Adjustable Rate Conversion Date or Fixed Rate Conversion Date applicable to
the Series 2000-A-4 Bonds, the Series 2000-A-4 Bonds will bear interest determined pursuant to the Auction
Procedures described in APPENDIX D, “AUCTION PROCEDURES-AUCTION RATE TAX-EXEMPT BONDS”
on the Auction Date for each such Auction Period commencing on the Auction Rate Adjustment Date for such
Auction Period and continuing through and including the day immediately preceding the next succeeding Auction
Rate Adjustment Date. For each such Auction Period, the Series 2000-A-4 Bonds will bear interest, at the Auction
Rate, determined pursuant to such applicable Auction Procedures, on the applicable Auction Rate Determination
Date, which cannot exceed the Maximum Rate. See “DESCRIPTION OF THE OFFERED OBLIGATIONS--
Interest Rates on the Offered Obligations---Auction Rate Securities - Series 2000-A-4 Bonds™.

Payments of Principal and Interest
The principal of each Obligation, together with interest payable on such Obligation at the Maturity
thereof, if the Maturity Date is not a regularly scheduled Interest Payment Date, will be payable on the Maturity

Date of the Obligation and the date of redemption, if any, to the Holder thereof as of 5:00 P.M. in the city in which
the principal corporate trust office of the Trustee is located (the “Principal Office of the Trustee™) on the applicable
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Record Date, upon presentation and surrender of the Obligation to the Trustee, at the Principal Office of the Trustee,
by check or draft drawn upon the Trustee or, if requested by the Holder of Obligations in the aggregate principal
amount of $1,000,000 or more of a Series (or, if less, all Outstanding Obligations of a Series) before the applicable
Record Date, by electronic transfer by the Trustee in immediately available funds to such account as shall have been
designated by such Holder. Payment of interest on any Obligation (other than interest payable on such Obligation at
the Maturity thereof, if such Maturity Date is not a regularly scheduled Interest Payment Date) will be made on each
Tnterest Payment Date to the Person who is the Holder thereof at 5:00 P.M. in the City in which the Principal Office
of the Trustee is located on the Record Date for such Interest Payment Date, by check or draft drawn upon the
Trustee and mailed by the Trustee to the Holder at his address as it appears on the Bond Register or, if requested by
the Holder of Obligations of a Series in the aggregate principal amount of $1,000,000 or more (or, if less, all
Outstanding Obligations of a Series) before the applicable Record Date, by electronic transfer by the Trustee in
immediately available funds to such account as shall have been designated by such Holder. Any principal or interest
not so timely paid or duly provided for will cease to be payable to the Person who is the Holder thereof at 5:00 P.M.
on the Record Date and will be payable to the Person who is the Holder thereof at the close of business on a special
record date for the payment of any such defaulted interest, with such special record date to be fixed by the Trustee
whenever moneys become available for payment of the defaulted interest, and notice of the special record date wiil
be given to the Holders of the affected Obligations not less than two days prior thereto by first class mail to each
such Holder as shown on the Bond Register on a date selected by the Trustee, stating the date of the special record
date and the date fixed for the payment of such defaulted interest. All payments of principal of and interest on the
Obligations will be made in lawful money of the United States of America. For more information surrounding the
payment of principal and interest on the Offered Obligations while in a Book-entry System, see “Book-entry
System” betow.

Registration, Transfer and Exchange

The Corporation will cause a Bond Register to be kept at the Principal Office of the Trustee in
which, subject to such reasonable regulations as the Trustee may prescribe, the Corporation will provide for the
registration of Obligations and for transfer of Obligations. At reasonable times and under reasonable regulations
established by the Trustee, the Bond Register may be inspected and copied by the Corporation or by the Holders {or
a designated representative thereof) of ten percent (10%) or more in principal amount of Obligations of a Series then
QOutstanding.

Upon surrender for transfer or exchange of any Obligation at the Principal Office of the
Authenticating Agent, the Corporation will execute, and the Authenticating Agent will authenticate and deliver, in
the name of the designated transferee or transferees, or in exchange for the Obligation surrendered, one or more new
fully registered Obligations of any Authorized Denomination or denominations, of like aggregate principal amount,
having the same Stated Maturity and bearing numbers not previously assigned.

All Obligations executed, delivered and authenticated as described in the preceding paragraph will
be registered in the name of the Holder presenting the Obligation for exchange or the designated transferee, as the
case may be, on the Bond Register on the date of such transfer or exchange.

All Obligations surrendered upon any exchange or transfer provided for in the Indenture will be
promptly canceled and thereafter disposed of as directed by Corporation Order.

All Obligations issued upon any transfer or exchange of Obligations, whether or not surrendered,
will be the valid obligations of the Corporation evidencing the same debt, and entitled to the same security and
benefits under the Indenture, as the Obligations surrendered upon such transfer or exchange or in lieu of which such
Obligations were issued.

Every Obligation presented or surrendered for transfer or exchange must be duly endorsed, or be
accompanied by a written instrument of transfer in form satisfactory to the Authenticating Agent, duly executed by
the Holder thereof or his attorney duly authorized in writing, with signature guarantees satisfactory to the
Authenticating Agent.
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The Corporation may require payment by the Holder of a sum sufficient to cover any tax or other
povernmental charge that may be imposed in connection with any transfer or exchange of Obligations. All other
expenses incurred by the Corporation or the Authenticating Agent in connection with any transfer or exchange of
Obligations will be paid by the Corporation.

The Corporation will not be required to transfer any Obligation: (i) during a period beginning at
the opening of business fifteen (15) days before any selection of Obligations for redemption and ending at the close
of business on the day of such selection; or (ii) selected for redemption in whole or in part.

Book-entry System
The Offered Obligations issued in Book-entry Form are subject to the provisions described below.

The Depository Trust Company (“DTC”), New York, New York will act as securities depository
(the “Depository”) for the Offered Obligations. Such Obligations 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 certificate will be issued for each Maturity of each Series of
the Offered Obligations, in the aggregate original principal amount of such Series of the Offered Obligations due on
each Maturity Date, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization™ within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities
that its participants {“Participants”) deposit with DTC. DTC also facilitates the settlement among Participants of
securities transactions, such as transfers and pledges, in deposited securities through electronic computerized
book-entry changes in Participants’ accounts, thereby eliminating the need for physical movement of securities
certificates. Participants include securities brokers and dealers, banks, trust companies, clearing corporations, and
certain other organizations (“Direct Participants”). DTC is owned by a number of its Direct Participants and by the
New York Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as securities brokers and dealers, banks, and
trust companies that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). The Rules applicable to DTC and its Participants are on file with the Securites
and Exchange Commission.

Purchases of the Offered Obligations under the DTC system must be made by or through Direct
Participants, which receive a credit for such Obligations on DTC's records. The ownership interest of each actual
purchaser of each Offered Obligation (“Beneficial Owner”) is in tumn to be recorded on the Direct and Indirect
Participants' records. Beneficial Owners will not receive written confirmation from DTC of their purchase; but
Beneficial Owners are expected to receive written confirmations providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Offered Obligations are to be accomplished by
entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in the Offered Obligations, except in the event that use of the
Book-entry System for such Obligations is discontinued.

To facilitate subsequent transfers, all Offered Obligations deposited by Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co or such other name as may be requested by an
authorized representative of DTC. The deposit of such Obligations with DTC and their registration in the name of
Cede & Coa. do not effect any change in beneficial ownership. DTC has no knowiedge of the actual Beneficial
Owners of the Offered Obligations; DTC's records reflect only the identity of the Direct Participants to whose
accounts such Obligations are credited, which may or may not be the Beneficial Owners. The Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

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

Beneficial Owners of the Offered Obligations may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Offered Obligations, such as redemptions,
defaults, and proposed amendments to the Indenture. Beneficial Owners of the Offered Obligations may wish to
contact the Trustee, as Bond Registrar, and request that copies of notices be provided directly to them. The Trustee,
however, is not obligated to do so.

Redemption notices will be sent to Cede & Co. If less than all of the Offered Obligations are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such
Offered Obligations to be redeemed.

Neither D'TC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to
the Offered Obligations. Under its usual procedures, DTC will mail an omnibus proxy to the Corporation as soon as
possible after the Record Date. Such ommibus proxy assigns Cede & Co.'s consenting or voting rights to those
Direct Participants to whose accounts such Obligations are credited on the Record Date (identified in a listing
attached to the omnibus proxy).

Principal and interest payments on the Offered Obligations will be made to Cede & Co. or such
other nominee as may be tequested 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 the Trustee on the
pavable date in accordance with their respective holdings shown on DTC's records. Payments 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 norminee), the Corporation or the Trustee subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of principal and interest to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the Trustee;
disbursement of such payments to Direct Participants is the responsibility of DTC; and disbursement of such
payments to Beneficial Owners is the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Offered
Obligations at any time by giving reasonable notice to the Corporation or the Trustee. Under such circumstances,
unless a successor securities depository is obtained or the Corporation redeems all Outstanding Offered Obligations,
bond certificates are required to be printed and delivered.

The Corporation may decide to discontinue use of the system of book-entry transfers through DTC
(or a successor Depository). In that event, bond certificates will be printed and delivered.

The preceding information in this section concerning DTC and DTC's Book-entry System has
been obtained from the document titled “Sample Offering Document Language Describing Book-entry Only
Issuance attached as Schedule A to the Memorandum dated January I, 1998, from the DTC Underwriting
Department regarding “Operational Arrangements Necessary for an Issue to Become Eligible for DTC Services”
which document the Corporation believes to be reliable; but the Corporation and its counsel, the Underwriter and its
counsel, the Trustee and its Counsel and Bond Counsel take no responsibility for the accuracy thereof.

NEITHER THE CORPORATION NOR THE TRUSTEE HAVE ANY RESPONSIBILITY OR
OBLIGATION TO ANY PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH
RESPECT TO (1) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY PARTICIPANT,
(2) THE PAYMENT BY DTC OR ANY PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL
OWNER IN RESPECT OF THE PRINCIPAL AMOUNT, REDEMPTION PRICE OF OR INTEREST (OR ANY
CARRY-OVER AMOUNT (AND INTEREST ACCRUED THEREON)) ON SUCH OFFERED OBLIGATIONS,
(3) THE DELIVERY BY ANY PARTICIPANT OF ANY NOTICE TO ANY BENEFICIAL OWNER WHICH IS
REQUIRED OR PERMITTED UNDER THE TERMS OF THE INDENTURE TO BE GIVEN TO HOLDERS, (4)
THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY
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PARTIAL REDEMPTION OF OFFERED OBLIGATIONS, OR (5) ANY OTHER ACTION TAKEN BY DTC
{OR ITS NOMINEE) AS THE HOLDER.

Interest Rates on the Offered Obligations
Fixed Rate Bonds - Series 2000-B-3 Bonds

The Series 2000-B-3 Bonds will be bear interest at a fixed rates of interest for each Maturity Date
set forth on the inside cover page of this Official Statement. Interest on the Series 2000-B-3 Bonds will be payable
semi-annually on each March 1 and September 1, commencing March 1, 2001 (each such date an “Interest Payment
Date” for the Series 2000-B-3 Bonds). Interest on the Series 2000-B-3 Bonds will be computed on the basis of a
360-day year, composed of twelve 30-day months, and will accrue from the most recent Interest Payment Date to
which interest has been paid or duly provided for, or, if no interest has been paid or duly provided for, from the date
of the Series 2000-B-3 Bonds through and including the day immediately preceding the initial Interest Payment
Date.

Interest payments on the Series 2000-B-3 Bonds are to be made by the Trustee to the persons who
are the Holders of the Series 2000-B-3 Bonds, as of the fifteenth (15th) day of the month immediately preceding each
Interest Payment Date for the Series 2000-B-3 Bonds {the “Record Date” for the Series 2000-B-3 Bonds). The Series
2000-B-3 Bonds will be initially registered in the name of Cede & Co., as nominee of DTC, which is acting as the
Securities Depository for the Series 2000-B-3 Bonds. See “DESCRIPTION OF THE OFFERED OBLIGATIONS --
Book-entry System” above for a description of how the Securities Depository, as the Holder of the Series 20600-B-3
Bands, is expected to disburse such payments fo the Beneficial Owners.

Payments of defaulted interest shall be payabie to the Person who is the Holder thereof at the close
of business on a special record date (the “Special Record Date” for the Series 2000-B-3 Bonds) fixed therefor by the
Trustee whenever moneys become available for payment of defaulted interest. The Trustee shall give notice by first
class mail to each Holder of the Series 2000-B-3 Bonds as to which defaulted interest is payable, not less than two
{2) days before the Special Record Date, of the Special Record Date and of the date fixed for the payment of such
defaulted interest.

Auction Rate Securities - Series 2000-A-4 Bonds

The initial rate of interest on the Series 2000-A-4 Bonds for a period beginning on and including the
date of their initial delivery and ending on and including September 27, 2000 will be determined on or about August
21, 2000. Thereafter, the rate of interest on the Series 2000-A-4 Bonds will be determined on each Auction Date,
commencing on each fifth Wednesday thereafter; provided that each such fifth Wednesday is the first Business Day
immediately preceding the Auction Rate Adjustment Date of the Auction Period with respect to which the Auction 1s
being conducted and otherwise on the Business Day immediately preceding the first day of such Auction Period.

The Series 2000-A-4 Bonds will bear interest for each Auction Period applicable thereto at an
Auction Rate, based upon a 35-day Auction Period as determined by the Auction Agent pursuant to the Auction
Procedures described herein (but in no event greater than 14% per annum) until a Weekly Rate Conversion Date
with respect to the Series 2000-A-4 Bonds, if any, an Adjustable Rate Conversion Date with respect to the Sertes
2000-A-4 Bonds, if any, a Fixed Rate Conversion Date with respect to the Series 2000-A-4 Bonds, if any, or the date
of a change in the length of any Auction Period with respect to the Series 2000-A-4 Bonds, if any. Interest on the
Series 2000-A-4 Bonds will be payable semi-annually on each March 1 and September 1, commencing March 1,
2001, until a Weekly Rate Conversion Date with respect to the Series 2000-A-4 Bonds, if any, an Adjustable Rate
Conversion Date with respect to the Series 2000-A-4 Bonds, if any, a Fixed Rate Conversion Date with respect to the
Series 2000-A-4 Bonds, if any, or a change in Interest Payment Dates for the Series 2000-A-4 Bonds pursuant to the
Indenture. Pursuant to an Auction Period Adjustment with respect to the Series 2000-A-4 Bonds, the 35-day Auction
Period for the Series 2000-A-4 Bonds may be adjusted to an Auction Period of not iess than 7 days nor longer than
one year. See APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS--
Changes in Auction Terms”.
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The Series 2000-A-4 Bonds are subject to mandatory tender upon their conversion to a Fixed Rate
or a Variable Rate. See “DESCRIPTION OF THE OFFERED OBLIGATIONS--Mandatory Tender of Auction

Rate Securities”,

Unless the length of an Auction Period with respect to the Series 2000-A-4 Bonds is changed as
permitted in the Indenture (see APPENDIX D, “AUCTION PROCEDURES--AUCTION RATE TAX-EXEMPT
BONDS--Changes in Auction Terms--Changes in Auction Period or Periods”), the Auction Period for the Series
2000-A-4 Bonds will generally begin on a Thursday (provided that such day is a Business Day and otherwise on the
next succeeding Business Day) and end on and include the day immediately preceding the fifth Thursday (provided
that each fifth Thursday is a Business Day and otherwise on the day preceding the Business Day next succeeding the
fifth Thursday). If the first day of any Auction Period would otherwise be a day other than a Business Day, such
Auction Period shall begin on the next succeeding Business Day; and if the last day of any Auction Period would
otherwise immediately precede a day which is not a Business Day, such Auction Period shall end on the last day
preceding the Business Day next succeeding what would otherwise have been the last day of the Auction Period.

For each Auction Period, applicable to the Series 2000-A-4 Bonds, until a Conversion Date with
respect to the Series 2000-A-4 Bonds, if any, or a change as permitted under the Indenture in Interest Payment Dates
for the Series 2000-A-4 Bonds, if any, interest on the Series 2000-A-4 Bonds will accrue daily from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or, if no interest has been paid or duly
provided, from the date of the Series 2000-A-4 Bonds through the day immediately preceding the Interest Payment
Date. Interest on the Series 2000-A-4 Bonds will be payable semi-annually on each March 1 and September i,
commencing March 1, 2001 (each such March 1 and September 1, an “Interest Payment Date” with respect to the
Series 2000-A-4 Bonds). Interest on the Series 2000-A-4 Bonds will accrue for each Auction Period applicable to the
Series 2000-A-4 Bonds for actual days elapsed based upon a 360-day year and will be payable in arrears, on each
succeeding Interest Payment Date. Interest Payment Dates with respect to the Series 2000-A-4 Bonds may be
changed as provided in the Indenture. See APPENDIX D, “AUCTION PROCEDURES--AUCTION RATE TAX-
EXEMPT BONDS--Changes in Auction Terms--Changes in the Interest Payment Dates”.

The amount of interest accruing to Beneficial Owners of the Series 2000-A-4 Bonds in respect of
each $100,000 in principal amount thereof for any Auction Period or part thereof shall be calculated by the Auction
Agent (and shall be confirmed by the Trustee) by applying the Auction Rate for such Auction Period or part thereof
to the principal amount of $100,000, multiplying such sum by the actual number of days in the Auction Period or
part thereof concerned divided by 360, and rounding the resultant figure to the nearest cent {(half a cent being
rounded upward). The Auction Agent shall make the calculation described above not later than the close of business
on each Auction Date and shall communicate it to the Trustee not later than 12:00 Noon on the next Business Day.
The Trustee shall promptly confirm the calculation and notify the Auction Agent of any error or discrepancy it
believes exists in the calculation. In the event an Interest Payment Date occurs in any Auction Period on a date
other than the first day of such Auction Period, the Trustee, after confirming the calculation required above, shall
calculate the portion of the amount of interest payable on such Interest Payment Date and the portion payable on the
next succeeding Interest Payment Date.

Interest payments on the Series 2000-A-4 Bonds are to be made by the Trustee to the persons who
are the Holders of the Series 2000-A-4 Bonds, as of the Business Day immediately preceding each Interest Payment
Date for the Series 2000-A-4 Bonds (the “Record Date” for Auction Rate Securities). The Series 2000-A-4 Bonds
will be initially registered in the name of Cede & Co., as nominee of DTC, which is acting as the Securities
Depository for the Series 2000-A-4 Bonds. See “DESCRIPTION OF THE OFFERED OBLIGATIONS -- Book-
entry System” above for a description of how the Securities Depository, as the Holder of the Series 2000-A-4 Bonds,
is expected to disburse such payments to the Beneficial Owners.

Payments of defaulted interest shall be payable to the Person who is the Holder thereof at the ¢close
of business on a special record date (the “Special Record Date”) fixed therefor by the Trustee whenever moneys
become available for payment of defaulted interest. The Trustee shall give notice by first class mail to each Holder
of the Series 2000-A-4 Bonds as to which defaulted interest is payable, not less than two (2) days before the Special
Record Date, of the Special Record Date and of the date fixed for the payment of such defaulted interest.
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The Auction Rate for the Series 2000-A-4 Bonds for each Auction Period will be determined in
accordance with the Auction Procedures described in APPENDIX D provided that:

s at the option of the Corporation the length of the Auction Period for the Series 2000-A-4
Bonds may be adjusted to an Auction Period of not less than seven days nor more than one
year (see APPENDIX D, and therein “Changes in Auction Terms -- Changes in Auction
Period or Periods™);

s if a notice of an adjustment in the percentages used to determine the Maximum Rate, the All-
Hold Rate and the Non-Payment Rate has been given by the Market Agent with respect to the
Series 2000-A-4 Bonds and such adjustment has not taken effect because of a failure to satisfy
the condition set forth in clause (i} in APPENDIX D, “AUCTION PROCEDURES--
AUCTION RATE TAX-EXEMPT BONDS--Auction Procedures-Adjustment in Applicable
Percentage Used to Determine Maximum, All-Hold and Non-Payment Rates”, then an
Auction will not be held on the Auction Date immediately preceding the next succeeding
Auction Rate Adjustment Date with respect to the Series 2000-A-4 Bonds, and the interest rate
on the Series 2000-A-4 Bonds for such next succeeding Auction Rate Period will be the
Maximum Rate calculated on such Auction Date,

» if, on any Auction Date, an Auction for the Series 2000-A-4 Bonds is not held for any reason,
the interest rate on the Series 2000-A-4 Bonds for the next succeeding Auction Period will be
the Maximum Rate computed as of the Business Day immediately preceding the first day of
such Auction Period;

o if the ownership of the Series 2000-A-4 Bonds is no longer maintained in Book-entry Form,
the interest rate on the Series 2000-A-4 Bonds for any Auction Period commencing after the
delivery of certificates representing the Series 2000-A-4 Bonds will be the Maximum Rate
computed as of the Business Day immediately preceding the first day of such Auction Period;

e if a Payment Default has occurred, the interest rate on the Series 2000-A-4 Bonds for each
Auction Period commencing on or immediately after such Payment Defauit and for each
Auction Period thereafter, to and including the Auction Period, if any, during which, or
commencing less than two Business Days after which, such Payment Default is cured in
accordance with the Indenture, will be the Non-Payment Rate computed as of the first day of
each such Auction Period; and

» if a proposed conversion to a Fixed Rate or a Variable Rate has failed, as described below
under the subheading “Conversion; Mandatory Tender of the Auction Rate Securities”, the
interest rate on the Series 2000-A-4 Bonds subject to the failed conversion for the Auction
Period commencing on what would otherwise have been a Conversion Date will be the
Maximum Rate computed as of the Business Day immediately preceding the first day of such
Auction Period.

The Auction Agent will promptly give written notice to the Trustee and the Corporation of the Net
Loan Rate (if applicable), the Applicable LIBOR-Based Rate (if applicable), the Maximum Rate and the All-Hold
Rate and the components thereof on the Auction Date and, based on such determinations, the Auction Rate (unless
the Auction Rate is the Non-Payment Rate) for the Series 2000-A-4 Bonds for the next succeeding Auction Period.
The Trustee will notify the Holders of the Series 2000-A-4 Bonds of the Auction Rate for the next Auction Period
not later than the second Business Day of such Auction Peried.

A Broker-Dealer, with the agreement of the Corporation and notification of such agreement by the
Corporation to such Broker-Dealer, the Trustee and the Auction Agent, may submit at an Auction an Order for
Auction Rate Securities which will bear interest during the period held by such Broker-Dealer at the Broker-Dealer
Rate, as hereinafter defined, without regard to any rate specified in such Order or established pursuant to such
Auction. Notwithstanding the interest rate established pursuant to such Auction (which interest rate shall be
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applicable to Auction Rate Securities other than Broker-Dealer Obligations as described below}, any Auction Rate
Securities purchased at such Auction by such Broker-Dealer will bear interest at the Broker-Dealer Rate (computed
on actual days elapsed and a year of either 365 or 366 days, as appropriate) for the Auction Period immediately
following such Auction, and for Auction Periods thereafter if the notice and agreement described above so provides.
Such Auction Rate Securities so purchased are hereinafter referred to as “Broker-Dealer Obligations”. Anything to
the contrary notwithstanding, that portion of the interest payable with respect to Broker-Dealer Obligations which is
in excess of the interest which would be payable if such Auction Rate Securities were not Broker-Dealer Obligations
will be payable to such Broker-Dealer on the next Interest Payment Date with respect to such Auction Rate
Securities. For purposes of this paragraph, “Broker-Dealer Rate” means with respect to any day, the interest rate per
annum published as the “Broker Call” in The Wali Street Journal on such day (or, if The Wall Street Journal shall
not be published on such day, on the preceding day on which The Wall Street Journal was published); provided that
if The Wall Street Journal is no longer published or such interest rate is not published in The Wall Street Journal for
a period of five (5) consecutive Business Days, the Broker-Dealer Rate shall mean such interest rate as shall be
published in either The Wall Street Journal or another publication that the Trustee determines to be appropriate and
comparable to the rate currently published as the “Broker Call” in The Wall Street Journal.

Conversion; Mandatory Tender of the Auction Rate Securities

At the option of the Corporation and provided that the Corporation shall have delivered to the
Trustee (i) written evidence from each Rating Agency coufirming that the proposed conversion will not cause the
withdrawal or reduction of any rating then applicable to any Series of Obligations, other than the Obligations of the
Series to be converted, and (ii) with respect to Outstanding Tax-Exempt Bonds, an opinion of Bond Counsel, in
form and content acceptable to the Trustee, to the effect that the proposed conversion will not adversely affect the
exclusion of interest on any of the Auction Rate Tax-Exempt Bonds from gross income for federal income tax
purposes pursuant to Section 103 of the Code, any Series of Auction Rate Securities may be converted to bear
interest at a Weekly Rate or an Adjustable Rate (a “Variable Rate™) or to a Fixed Rate on any Weekly Rate
Conversion Date, Adjustable Rate Conversion Date or Fixed Rate Conversion Date, as applicable (each such Date, a
“Conversion Date™). Such Conversion will be made as follows:

(a) The Conversion Date will be a date on which a new Auction Period would otherwise have
commenced.
(b) The Series of Auction Rate Securities to be converted are subject to mandatory tender for purchase

on the Conversion Date at a purchase price equal to the principal amount thereof plus, unless the Conversion Date is
an Interest Payment Date, accrued and unpaid interest to the Conversion Date.

{c) Not less than five Business Days prior to the date on which the Bond Registrar is required to
notify the Holders of the Series of Auction Rate Securities to be converted of the Conversion as described in
subparagraph (d) below, the Corporation: will give written notice of the Conversion to the Trustee, the Auction
Agent, the Market Agent and all Broker-Dealers setting forth the Conversion Date and including a form for the
notice to be given as described in subparagraph (d) below.

{d) The Bond Registrar will mail a notice of the Conversion to ali Holders of the Series of Auction
Rate Securities to be converted not less than twenty-one (21) days prior to the Conversion Date, which notice will
inform the Holders of the Conversion Date, advise the Holders that their Auction Rate Securities are subject to
mandatory tender to the Trustee for purchase on the Conversion Date and specify the time and place at which such
Auction Rate Securities are to be tendered for purchase.

() The Corporation has the right to revoke its determination to effect any such conversion of any
Series of Auction Rate Securities, for any reason, on or before the proposed Weekly Rate Conversion Date,
Adjustable Rate Conversion Date or Fixed Rate Conversion Date, as applicable, by written notice from the
Corporation to all parties to whom the Corporation has given notice of such Conversion pursuant to the Indenture.
If the Corporation revokes its determination to convert a Series of Auction Rate Securities to another interest rate for
any teason on or before the Conversion Date, the such Series of Auction Rate Securities will continue to bear
interest at Auction Rates and the rate of interest for the Auction Period commencing on or including the proposed
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Conversion Date will be the Maximum Rate computed as of the last Business Day preceding the first day of such
Auction Period.

(f) If on a proposed Conversion Date the purchase price for all Auction Rate Securities to be
converted has not been deposited with the Trustee or the Tender Agent by the times set forth below, the rate of
interest on such Auction Rate Securities will not be established at an interest rate other than an Auction Rate, but
such Series of Auction Rate Securities will continue to bear interest at Auction Rates and the rate of interest for such
Auction Rate Securities for the Auction Period commencing on or including the proposed Conversion Date will be
the Maximum Rate computed as of the last Business Day preceding such Auction Period.

(2) At least twenty-one (21) days prior to a proposed Conversion Date, the Trustee will send notice
thereof to DTC and the Auction Agent and will make available to DTC such other information as DTC may
reasonably require in order to effect the exchange of Auction Rate Securities held by DTC for Obligations bearing
interest at a new interest rate.

(h) Before the close of business on the date set for purchase of tendered Auction Rate Securities of a
Series and upon receipt of 100% of the aggregate purchase price of the tendered Auction Rate Securities and the
Auction Rate Securities to be purchased, the Trustee will pay the purchase price of such Auction Rate Securities to
the Owners thereof at the principal office of the Trustee or by bank wire transfer to the accounts specified in
instructions delivered to the Trustee in form and content acceptable to the Trustee. Such payments are to be made in
funds immediately available in New York, New York.

(1} All Auction Rate Securities to be purchased on any Conversion Date will be required to be
delivered to the Principal Office of the Trustee at or before 1:00 p.m., New York City time, on the Conversion Date.

{i) In the event of a failed Conversion, the Tender Agent {or the Trustee, with respect to Conversion
from Auction Rate to Fixed Rate) will: (i) return all tendered Auction Rate Securities to the tendering Registered
Owmers thereof: (ii) return all moneys received for the purchase of such Auction Rate Securities to the persons
providing such moneys; and (iii) notify the Corporation, the Auction Agent and the Remarketing Agent, if
applicable, and the Trustee (if notification is being made by the Tender Agent) of the return of such Auction Rate
Securities and moneys and the failure to make payment for tendered Auction Rate Securities,

(k) Any Auction Rate Securities tendered or deemed tendered for purchase are to be delivered to the
Tender Agent (or the Trustee, with respect to Conversion from an Auction Rate to a Fixed Rate) on or prior to the
date on which such Auction Rate Securities are required to be purchased and any Auction Rate Securities required to
be tendered for purchase that are not delivered for which there has been irevocably deposited in trust with the
Tender Agent (or the Trustee, with respect to Conversion from an Auction Rate to a Fixed Rate) an amount of
money sufficient to pay the purchase price thereof will be deemed to have been tendered to the Tender Agent or the
Trustee, as applicable, pursuant to the Indenture and will be "Undelivered Auction Rate Securities." In the event of
a failure by an Owner to deliver its Auction Rate Securities on or prior to the required date, said Owner wiil not be
entitled to any payment (including any interest to accrue subsequent to the required purchase date) other than the
purchase price for such Undelivered Auction Rate Securities, and any Undelivered Auction Rate Securities wiil no
longer be entitled to the benefits of the Indenture, except for the payment of the purchase price therefor. Any
moneys held by the Tender Agent or the Trustee, as applicable, under the Indenture for the purchase of an
Undelivered Auction Rate Security will be separated and held in a segregated fund by the Tender Agent or the
Trustee, as applicable, and will not be invested and will be heid for the exclusive benefit of the Owner of such
Undelivered Auction Rate Securities. The Corporation will execute and the Bond Registrar will authenticate a new
Obligation or Obligations in replacement of any Undelivered Auction Rate Security and will register such
Obligation or Obligations in accordance with instruction from the Corporation. The replacement of any previously
outstanding Auction Rate Security will not be deemed to create a new indebtedness, but such Obligation as is issued
will be deemed to evidence the indebtedness previously evidenced by the Undelivered Auction Raie Security.

THE DESCRIPTION OF THE AUCTION RATE SECURITIES SET FORTH HEREIN DOES
NOT INCLUDE OR PURPORT TO INCLUDE A DESCRIPTION OF THE AUCTION RATE SECURITIES
FOLLOWING A WEEKLY RATE CONVERSION DATE, AN ADJUSTABLE RATE CONVERSION DATE OR
A FIXED RATE CONVERSION DATE APPLICABLE TO SUCH AUCTION RATE SECURITIES. THIS

_27.



OFFICIAL STATEMENT IS NOT INTENDED TO, AND SHALL NOT, BE USED BY THE CORPORATION
OR BY ANY OTHER PERSON IN CONNECTION WITH THE SALE OR REMARKETING OF ANY OF THE
AUCTION RATE SECURITIES FOLLOWING A WEEKLY RATE CONVERSION DATE, AN ADJUSTABLE
RATE CONVERSION DATE OR A FIXED RATE CONVERSION DATE APPLICABLE THERETO

REDEMPTION
Optional Redemption of the Offered Obligations
Optional Redemption from Any Source of Funds

Subject to the conditions set forth under the heading “Limitations on Redemption of Obligations,
including Offered Obligations” below in this section, the Series 2000-A-4 Bonds, while bearing mterest at an
Auction Rate, may, at the option of the Corporation, be redeemed, in whole or in part, on the first day following the
end of any Auction Period for the Series 2000-A-4 Bonds to be redeemed, in each case upon written netice as
described in “Manner and Notice of Redemption” below and at a Redemption Price equal to one hundred percent
(100%) of the principal amount of the Series 2000-A-4 Bonds 1o be so redeemed plus accrued and unpaid interest to
the Redemption Date, from moneys from any source, including, without limitation, the proceeds of refunding bonds,
provided that unless moneys in an amount sufficient to effect such redemption have been deposited with (or held by)
the Trustee and set aside for such purpose not later than the date on which notice of such redemption is given to the
Registered Owners, such redemption will be contingent upon the availability of funds to effect such redemption.
Written evidence of the Corporation’s exercise of such option shall be delivered to the Trustee at least forty-five
(45) days prior to the Redemption Date (unless a shorter time shall be satisfactory to the Trustee).

Special Optional Redemption from Transfers from the Surplus Account

Subject to the conditions set forth under the heading “Limitations on Redemption of Obligations,
including Offered Obligations” below in this section, the Series 2000-A-4 Bonds, while bearing interest at an
Auction Rate, will be subject to Tedemption, at the option of the Corporation, in whole or in part, on the first day
foliowing the end of any Auction Period for the Series 2000-A-4 Bonds to be redeemed, in each case upon written
notice as described in “Manner and Notice of Redemption” below and at a Redemption Price equal to the unpaid
principal amount thereof plus, unless the Redemption Date is an Interest Payment Date, accrued and unpaid interest
to the Redemption Date, from moneys transferred to the Redemption Subaccount from the Surplus Account;
provided that, not later than the date on which notice of such redemption is to be given to the Registered Owners,
moneys sufficient to effect any such redemption must be on deposit in the Redemption Subaccount {or in the
Surplus Account and set aside for transfer to the Redemption Subaccount for such purpose).

Subject to satisfaction of the Senior Asset Requirement in connection with each redemption, the
Series 2000-B-3 Bonds will be subject to redemption, at the option of the Corporation, in whole or in part, on any
Interest Payment Date after September 1, 2001, in each case upon written notice as described in “Manner and Notice
of Redemption” below and at a Redemption Price equal to the unpaid principal amount thereof from moneys
transferred to the Redemption Subaccount from the Surplus Account; provided that, not later than the date on which
notice of such redemption is to be given to the Registered Owners, moneys sufficient to effect any such redemption
must be on deposit in the Redemption Subaccount (or in the Surplus Account and set aside for transfer to the
Redemption Subaccount for such purpose). Accrued and unpaid interest on the Series 2000-B-3 Bonds being
redeemed that is due to be paid on the Interest Payment Date on which such optional redemption will occur will also
be paid along with the Redemption Price.

Subject to the conditions set forth under the heading “Limitations on Redemption of Obligations,
including Offered Obligations” below in this section in connection with each redemption of a Series 2000-A-4 Bond
and satisfaction of the Senior Asset Requirement in connection with each redemption of a Series 2000-B-3 Bond, if
the Corporation exercises its option to redeem either Series 2000-A-4 Bonds or Series-B-3 Bonds with moneys
transferred (or to be transferred) from the Surplus Account to the Redemption Account and both Series 2000-A-4
Bonds and Series 2000-B-3 Bonds can be optionally redeemed with such moneys transferred on the same date, the
Maturity Dates and Series of Offered Obligations to be so optionally redeemed will be selected by the Trustee so
that, to the maximum extent possible taking into account redemption in Authorized Denominations of the Offered

28



Obligations, approximately equal percentages of each Series of Offered Obligations and approximately equal
percentages of each Maturity of the Series 2000-B-3 Bonds will be redeemed, unless the Trustee has received, not
less than forty-five (45) days prior to the Redemption Date: (i} a Corporation Order directing that specific aggregate
principal amounts of Offered Obligations of one or more specific Series and/or one or more specific Maturities of
the Series 2000-B-3 Bonds will be redeemed; (ii) a Cash Flow Certificate with respect to redemption of such
aggregate principal amounts of such Series and/or Maturity Dates; (iii) and evidence acceptable to the Trustee that
either (a) after such redemption the Senior Asset Requirement will be met, or (b) (1) the Senior Asset Requirement
is not being met at the time, (2) no Series 2000-B-3 Bonds are directed to be redeemed pursuant to such Corporation
Order, and (3) after such redemption, the ratio of the Balances included in the Trust Estate Fund to the outstanding
principal of and accrued and unpaid interest on Senior Obligations will be greater than such ratio would have been if
the Series 2000-A-4 Bonds to be redeemed had been selected in the manner set forth in this paragraph, without
regard to such Corporation Order. No Series 2000-B-3 Bonds will be redeemed by optional redemption unless the
Senior Asset Requirement will be met after such redemption. To the extent that Series 2000-B-3 Bonds cannot be
optionally redeemed because the Senior Asset Requirement will not be met, additional Series 2000-A-4 Bonds may
be redeemed, subject to the conditions set forth under the heading “Limitations on Redemption of Obligations,
including Offered Obligations™ below in this section. In the event that moneys are so transferred to the Redemption
Subaccount, the redemption of Offered Obligations of a Series shall occur on the earliest date following such
transfer on which the Offered Obligations of such Series can redeemed and with respect to which notice of such
redemption can be given. Because of the uncertainties relating to the amounts and timing of receipt of pledged
revenues under the Indenture, the amounts expected to be available for such redemption in the Surplus Account
cannot be definitively stated. In addition, it is difficult to predict whether the Corporation will elect to exercise such
option. See APPENDIX G, “CASH FLOW ASSUMPTIONS - Factors Affecting Sufficiency and Timing of Receipt
of Pledged Revenues”.

Mandatory Redemption of Offered Obligations from Moneys in Acquisition Account

Subject to the conditions set forth under the heading “Limitations on Redemption of Obligations,
including Offered Obligations” below in this section, the Series 2000-A-4 Bonds shall be subject to mandatory
redemption, in whole or in part, in each case upon written notice as described in “Mammer and Notice of
Redemption” below and at 2 Redemption Price equal to the unpaid principal amount thereof, plus, unless the
Redemption Date shall be an Interest Payment Date with respect to the Series 2000-A-4 Bonds to be redeemed,
accrued and unpaid interest to the Redemption Date, (i) on the first day following the end of any Auction Period for
the Series 2000-A-4 Bonds on or after August 15, 2003, from moneys allocable to the Offered Obligations which
remain in the Original Proceeds Subaccount and the Transferred Proceeds Subaccount and which are required to be
transferred to the Redemption Subaccount as described in “APPENDIX B, CERTAIN DEFINITIONS AND
SUMMARY OF CERTAIN PROVISIONS IN THE INDENTURE -- Funds and Accounts Established, Applications
of Funds and Accounts --- Acquisition Account” and (ii) on the first day following the end of any Auction Period for
the Series 2000-A-4 Bonds on or after October 15, 2001, from moneys allocable to the Offered Obligations which
are required to be transferred from the Revolving Subaccount to the Redemption Subaccount as described in
“APPENDIX B, CERTAIN DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS IN THE
INDENTURE -- Funds and Accounts Established, Applications of Funds and Accounts - Acquisition Account”.

Subject to satisfaction of the Senior Asset Requirement in comnection with each mandatory
redemption of the Series 2000-B-3 Bonds, the Series 2000-B-3 Bonds will be subject to mandatory redemption, in
whole or in part, in each case upon written notice as described in “Manner and Notice of Redemption” below and at
a redemption price equal to the principal amount of the Series 2000-B-3 Bonds being redeemed (i) on any Interest
Payment Date on or subsequent to September 1, 2003 from any moneys allocable to the Offered Obligations which
are required to be transferred from the Original Proceeds Subaccount and the Transferred Proceeds Subaccount to
the Redemption Subaccount as described in “APPENDIX B, CERTAIN DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS IN THE INDENTURE -- Funds and Accounts Established, Applications of Funds and
Accounts --- Acquisition Accounr” and (ii) on any Interest Payment Date on or after March 1, 2002 from moneys
allocable to the Offered Obligations which are required to be transferred from the Revolving Subaccount to the
Redemption Subaccount as described in “APPENDIX B, CERTAIN DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS IN THE INDENTURE - Funds and Accounts Established, Applications of Funds and
Accounts --~ Acquisition Account”, Accrued and unpaid interest on the Series 2000-B-3 Bonds being redeemed that
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is due to be paid on the Interest Payment Date on which such mandatory redemption will occur will also be paid
along with the redemption price.

Subject to satisfaction of the Senior Asset Requirement in connection with each mandatory
redemption of the Series 2000-B-3 Bonds and if Series 2000-A-4 Bonds and Series 2000-B-3 Bonds are to be
redeemed from moneys transferred on the same date from the Original Proceeds Subaccount, the Transferred
Proceeds Subaccount and/or the Revolving Subaccount of the Acquisition Account to the Redemption Account as
described in the preceding paragraphs, the Maturity Dates and Series of Offered Obligations to be so redeemed from
moneys transferred from such Subaccounts to the Redemption Subaccount will be selected by the Trustee so that, to
the maximum extent possible taking into account redemption in Authorized Denominations of the Offered
Obligations, approximately equal percentages of each Series of Offered Obligations and approximately equal
percentages of each Maturity of the Series 2000-B-3 Bonds will be redeemed, unless the Trustee has received, not
less than forty-five (45) days prior to the Redemption Date: (i} a Corporation Order directing that specific aggregate
principal amountis of Offered Obligations of one or more specific Series and/or Maturity Dates will be redeemed;
(i) a Cash Flow Certificate with respect to redemption of such aggregate principal amounts of such Series and
Maturity Dates; (iii) and evidence acceptable to the Trustee that either (a) after such redemption the Senior Asset
Requirement will be met, or (b) (1) the Senior Asset Requirement is not being met at the time, (2) no Series
2000-B-3 Bonds are directed to be redeemed pursuant to such Corporation Order, and (3) after such redemption, the
ratio of the Balances included in the Trust Estate Fund to the outstanding principal of and accrued and unpaid
interest on Senior Obligations will be greater than such ratio would have been if the Series 2000-A-4 Bonds to be
redeemed had been selected in the manner set forth in this paragraph, without regard to such Corporation Order. In
the event that moneys are so transferred from the Original Proceeds Subaccount, the Transferred Proceeds
Subaccount and/or the Revolving Subaccount of the Acquisition Account to the Redemption Subaccount, the
redemption of Offered Obligations of a Series shall occur on the earfiest date following such transfer on which the
Offered Obligations of such Series can redeemed and with respect to which notice of such redemption can be given.

Limitations on Redemption of Obligations, including Offered Obligations

No Subordinate Obligations (including the Series 2000-B-3 Bonds) shall be redeemed unless, after
such redemption the Senior Asset Requirement will be met. No Senior Obligations (including the Series 2000-A-4
Bonds) shall be redeemed {other than pursuant to mandatory sinking fund provisions or if all Senior Obligations are
to be redeemed) unless either: (a) after such redemption the Senior Asset Requirement wiil be met; or (b) the
Corporation shall have provided to the Trustee, not less than thirty (30) days prior to such redemption, a Cash Flow
Certificate with respect to such redemption and evidence that (1) the Senior Asset Requirement is not being met at
the time and (2) after such redemption the ratio of the Balances included in the Trust Estate Fund to the outstanding
principal of and accrued and unpaid interest on the Senior Obligations will be greater than such ratio would have
been without such redemption.

Any election of the Corporation to exercise its option to redeem all or any part of the Offered
Obligations or other Outstanding Obligations will, in addition to other requirements discussed above, be evidenced
by a Corporation Order delivered to the Trustee within the specified time period stating the Redemption Date, the
principal amount, the Series of Obligations, and, if applicable, the maturity within a Series, if applicable, to be
redeemed and accompanied by evidence acceptable to the Trustee that either (I} after such redemption the Senior
Asset Requirement will be met, or (IT) (1) the Senior Asset Requirement is not being met at the time, (2) no
Subordinate Obligations will be redeemed pursuant to such election, and (3) after such redemption, the ratio of the
Ralances included in the Trust Estate Fund to the outstanding principal of and accrued and unpaid interest on Senior
Obligations will be greater than such ratio would have been without such redemption.

Manner and Notice of Redemption

If less than all of the Outstanding Obligations of a Stated Maturity within a Series are to be
redeemed, the particular Obligations to be redeemed shall be selected by the Trustee by lot or random selection in
such manner as the Trustee shall deem fair and appropriate.

Notice of redemption of the Series 2000-A-4 Bonds will be given by first class mail, postage
prepaid, mailed not less than 15 nor more than 60 days prier to the Redemption Date, to each Holder of Obligations
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to be redeemed (which initially will be DTC or its nominee) at the address of such Holder appearing in the Bond
Register, but no defect in or failure to give such mailed notice of redemption shall affect the validity of proceedings
for the redemption of any Obligations not affected by such defect or failure.

Notice of redemption of the Series 2000-B-3 Bonds will be given by first class mail, postage
prepaid, mailed not less than 30 nor more than 60 days prior to the Redemption Date, to each Holder of Obligations
to be redeemed (which initially will be DTC or its nominee) at the address of such Holder appearing in the Bond
Register, but no defect in or failure to give such mailed notice of redemption shall affect the validity of proceedings
for the redemption of any Obligations not affected by such defect or failure.

All notices of redemption will state: (1) the Redemption Date; (2) the Redemption Price; (3) the
complete official name (with Series designation) of the Series of Obligations being redeemed; (4) the CUSIP
number(s) of the Obligations being redeemed; (5) the certificate numbers of the Series of Obligations being
redeemed and, if less than all of the Obligation represented by a certificate is being redeemed, the principal amount
represented by such certificate being redeemed; (6) the initial date of the Series ot Obligations being redeemed
(without regard to any dates resulting from any exchange or transfer of Obligations}; (7) the interest rate or rates of
the Series of Obligations being redeemed; (8) the Stated Maturity or Maturities of the Series of Obligations being
redeemed; (9) the aggregate principal amount of the Serics of Obligations being redeemed; (10) that, on the
redemption date, the Redemption Price of and accrued and unpaid interest on the Series of Obligations being
redeemed (or portion thereof) will become due and payable and that interest on each such Obligation (or portion
thereof) shall cease to accrue on and after such date; (11) the place or places where the Series of Obligations being
redeemed are to be surrendered for payment of the Redemption Price; (12) the name of the Trustee and an address
and telephone number for contacting the Trustee; and (I3) if such be the case, that the Obligations are to be
redeemed by the application of certain specified moneys and for certain specified reasons.

The Indenture requires that a copy of each rederption notice shall also be given, on the date of
mailing to the Holders, to two national information services by a secure means such that the Trustee will be able to
verify the date of mailing (or delivery) and to any Holder of Obligations of a Series in the aggregate principal
amount of $1,000,000 or more, regardless of whether any of the Obligations held by such Holder are called for
redemption; provided that a failure to give such notice to national information services or any such Holder whose
Obligations are not being redeemed shall not affect the validity of the proceedings for redemption of any Obligation
held by any Helder to whom notice shall have been given as described above. See “CONTINUING
DISCLOSURE” bejow for information regarding the Corporation’s requirement under its Continuing Disclosure
Agreement to notify each designated nationally recognized municipal securities information repository or the
Municipal Securities Rulemaking Board and any state information depository of calls for redemption.

Notice of redemption having been given as provided above, the Series of Obligations designated
in the notice will, on the redemption date, become due and payable at the Redemption Price specified, plus (unless
the redemption date shall be an Interest Payment Date) interest acerued and unpaid thereon to the Redemption Date,
and, on and after such date, unless the Corporation defaults in the payment of the Redemption Price and accrued and
unpaid interest, such Obligations will cease to bear interest.

Within sixty (60) days of any redemption date, a second notice of redemption will be given, in the

manner described above, to the Holder of any Obligation not presented for redemption within thirty (30) days of the
redemption date.
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APPLICATION OF THE PROCEEDS OF THE OFFERED OBLIGATIONS

The proceeds of the sale of the Offered Obligations are expected to be applied as follows:

Amount
Deposit into Acquisition Account $8,534,143
Deposit into Reserve Subaccount $182,000
Transfer to Series 1993 Trustee to refund
the Series 1993 Refunded Bonds $20,000,000
Deposit into Senior and/or Subordinate
Current Debt Service Subaccounts $227,500
Cost of Issuance, including
Underwriting Fees $156.357
TOTAL $29.100,000

On the Closing Date with respect to the Offered Obligations, the Trustee will transfer $20,000,000 of the
proceeds of the Series 2000-B-3 Bonds to the Series 1993 Trustee in exchange for cash and Investment Securities
with an aggregate value of not fess than the amount so transferred to the Series 1993 Trustee. The Series 1993
Trustee will use the moneys so received to refund a like amount of the outstanding principal amount of the Series
1993 Refunded Bonds. Cash and Investment Securities received from the Series 1993 Trustee will be applied as
follows: $400,000 of cash and Investment Securities wili be credited to the Reserve Subaccount; $500,000 of cash
and Investment Securities will be credited to the Sentor and/or Subordinate Debt Service Subaccounts; $343,643 of
cash and Investment Securities will be applied to pay costs of issuance (including underwriting fees); and
$18,756,357 of cash and Investment Securities will be credited to the Transferred Proceeds Subaccount,

UNDERWRITING

The Offered Obligations are being purchased by Salomon Smith Bamey Inc. as the Underwriter.
The Purchase Contract in connection with the Offered Obligations (the “Purchase Contract”) provides that the
Underwriter will purchase all of the Offered Obligations if any are purchased. The Corporation has agreed in the
Purchase Contract to indemnify the Underwriter against certain liabilities in connection with the sale of the Offered
Obligations. In connection with the issuance and sale of the Offered Obligations, the Underwriter will purchase the
Offered Obligations at a price of 100% of their principal amount, plus accrued interest, if any. The Underwriter will
be paid underwriting fees in the aggregate amount of $241,257 in cormection with its purchase and sale of the
Offered Obligations.

The Underwriter may offer and sell the Offered Obligations to certain dealers (including dealers
depositing Offered Obligations into unit investment trusts) and others at prices lower than the public offering price
stated on the cover page hereof. The initial offering prices may be changed from time to time by the Underwriter.

TAX MATTERS

In the opinion of Watkins Ludlam Winter & Stennis, P.A., Bond Counsel, assuming continuing
compliance with all covenants set forth in the Indenture, and subject to the condition set forth below, under existing
statutes, regulations and court decisions, as presently interpreted and construed, interest on the Offered Obligations
earned by the respective owners thereof is excludable from gross income for federal income tax purposes pursuant to
Section 103 of the Code. The Offered Obligations will be “specified private activity bonds” (as defined in
Section 57(a)(5}(C) of the Code) and accordingly interest thereon will be treated as a specific preference item in
calculating alternative minimum tax imposed on all taxpayers by Section 55 of the Code. Interest on the Offered
Obligations will be includable in computing the following: (a) the income adjustments for property and casualty
insurers pursuant to Section 832 of the Code; (b) the branch profits tax imposed by Section 884 of the Code; and (¢)
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the tax on excess “net passive income” imposed by Section 1375 of the Code on certain Subchapter S corporations
that have Subchapter C earnings and profits. The Code includes certain restrictions, conditions and requirements,
compliance with which subsequent to issuance of the Offered Obligations is necessary in order that interest on the
Offered Obligations be {and continue to be) excludable from gross income for federal income tax purposes pursuant
to Section 103 of the Code. Bond Counsel’s opinion is subject to the condition that the Corporation comply with all
requirements of the Code, compliance with which subsequent to the issuance of the Offered Obligations is necessary
in order that interest thereon be, and continue to be, excludable from gross income for federal income tax purposes.
The Corporation has covenanted to comply with each such requirement, and failure of the Corporation to comply
with such requirements may cause the inclusion of interest on the Offered Obligations in gross income for federal
income tax purpeses, retroactive to the date of issuance of the Offered Obligations.

Pursuant to Section 55 of the Code, an alternative minimum tax is imposed if a taxpayer’s regular
income tax for a year is less than such taxpayer’s “tentative minimum tax” for such year. “Tentative minimum tax”
is computed on the basis of “alternative minimum taxable income”. “Alternative minimum taxable income™ is
taxable income determined with certain adjustments and increased by certain items of tax preference. Among the
specific items of tax preference for all taxpayers is interest on any “specified private activity bond”, reduced by any
deduction (net allowable in computing the regular tax) which would have been allowable if such were included in
gross income. In the opinion of Bond Counsel, the Offered Obligations will be “specified private activity bonds”,
and accordingly interest thereon will be treated as a specific item of tax preference.

Interest on the Offered Obligations earned by certain Subchapter S corporations that have
Subchapter C earnings and profits may be included in computing the tax on excess “net passive income” imposed by
Section 1375 of the Code. Interest on the Offered Obligations earned by certain foreign corporations doing business
in the United States may be subject to the branch profits tax imposed by Section 884 of the Code. Interest on the
Offered Obligations held by persons who also receive Social Security or Railroad Retirement Benefits may have the
effect of subjecting part of such benefits to federal income taxation. Interest earned on the Offered Obligations may
also have collateral effects upon the tax liability of the owners of the Offered Obligations, and such effects may vary
depending upon the nature of the owner. No deduction is allowed for a taxpayer’s interest expense incurred or
continued to purchase or carry tax-exempt obligations such as the Offered Obligations (or, with respect to financial
institutions, interest expense allocable to tax-exempt interest). In computing the deduction allowed to a financial
institution, 100% of the interest allocated to tax-exempt obligations such as the Offered Obligations is disallowed.
(The Offered Obligations will not be “qualified tax-exempt obligations” as defined in Section 265(b) of the Code.)

Deductible underwriting losses of property and casualty insurance companies will be reduced by
15% of the amount of interest received (or accrued) on the Offered Obligations. (If the amount of the reduction
exceeds the amount otherwise deductibie as losses incurred, such excess may be includable in income.)

Bond Counsel will not opine with respect to any federal tax consequences arising with respect to
the Offered Obligations, other than the exclusion of interest on the Offered Obligations from gross income for
federal income tax purposes pursuant to Section 103 of the Code. Any party considering purchasing Offered
Obligations should consult with its own tax advisor concerning the effects of various provisions of the Code before
acquiring Offered Obligations.

Legislation which may affect the tax consequences of owning municipal bonds is regularfy being
considered by the United States Congress. There can be no assurance that legisiation enacted after the date of
igsuance of the Offered Obligations will not adversely affect the tax consequences of owning the Offered
Obligations, the tax-exempt status of interest on the Offered Obligations, or the market price of the Offered
Obligations.

The Offered Obligations and interest thereon will be includable for purposes of computing taxes

imposed by the State of Mississippi to the same extent as would be the case if interest on the Offered Obligations
were ot excludable from gross income for federal income tax purposes pursuant to Section 103 of the Code,
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RATINGS

It is a condition precedent to the issuance of the Offered Obligations that (i) Moody's Investors
Service, Inc. (*“Moody’s™) assigns its municipal bond rating of “Aaa” to the Offered Senior Obligations and “A2” to
the Offered Subordinate Obligations and (if) Fitch IBCA, Inc. (“Fitch”) assigns its bond rating of “AAA” to the
Offered Senior Obligations and “A” to the Offered Subordinate Obligations. The Corporation has furnished
Moody’s and Fitch with certain information and materials concerning the Offered Obligations and the Corporation,
some of which is not included in this Official Statement. Generally, a rating agency bases its rating on such
information and materials and also on such investigations, studies and assumptions as each may undertake or
establish independently.

A rating is not a recommendation to buy, sell or hold the Offered Obligations, 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 Offered Obligations. Except as otherwise
undertaken by the Corporation pursuant to the Continuing Disclosure Agreement described immediately below,
neither the Corporation nor the Underwriter has undertaken any responsibility either to bring to the attention of the
Holders of the Offered Obligations any proposed change in or withdrawal of the rating of the Offered Obligations or
to oppose any such change or withdrawal.

CONTINUING DISCLOSURE

The Corporation is an obligated person with respect to the Offered Obligations under Rule
15¢2-12 of the Securities Exchange Act of 1934 (the “Rule”) and, accordingly, will agree, for the benefit of the
Holders and Beneficial Owners from time to time of the Offered Obligations, to provide or cause to be provided
certain financial information and operating data (“Annual Information”), financial statements and notices in such
manner as may be tequired for purposes of paragraph (b)(5)(i) of the Rule (the “Continuing Disclosure
Agreement”), including specifically the following:

A, To each nationally recognized municipal securities information repository designated from time to time by
the Securities and Exchange Commission (“NRMSIR”} and to any Mississippi state information depository
(“SID™):

1. Annual Information for each fiscal year of the Corporation ending on or after December 31, 2000,
not later than 180 days following the end of each such fiscal year (the “Filing Date”), consisting of
the annual financial information and operating data included herein in the section captioned “THE
CORPORATION -- Other Outstanding Bonds and Notes of the Corporation and Related Student
Loans”, in the third paragraph of the section captioned “THE CORPORATION'S STUDENT
LOAN PURCHASE PROGRAM -- General” and in APPENDIX H. The Corporation expects that
Annual Information will be provided directly by the Corporation or, in part, by cross reference to
other documents previously provided to each NRMSIR and any SID, or to another final Official
Statement or other disclosure document of the Corporation filed with the Municipal Securities
Rulemaking Board (“MSRB”).

2. The Corporation’s financial statements for each fiscal year ending on or after December 31, 2000,
The Corporation expects that such financial statements will be audited and will be prepared in
accordance with generally accepted accounting principles and that they will be submitted as part
of the Annual Information or when otherwise available, not to exceed 180 days following the end
of each such fiscal year.

B. To each NRMSIR or the MSRB, and to any SID, in a timely manner, notice of:

L The occurrence of any of the following events, within the meaning of the Rule, with respect to the
Offered Obligations, if material:

(H principal and interest payment delinquencies;
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(2) non-payment related defaults;

(3) unscheduled draws on debt service reserves reflecting financial difficulties;

(4) unscheduled draws on credit enhancements reflecting financial difficulties;

(5) substitution of credit or liquidity providers, or their failure to perform;

(6) adverse tax opinions or events affecting the tax-exempt status, if any, of any Tax-Exempt
Bonds;

(7 modifications to rights of Holders or beneficial owners;

(8) calls for redemption;

(% defeasances;

(10) release, substitution, or sale of property securing repayment of the Offered Obligations;
and

(11) rating changes.

2. The Corporation’s failure to provide the Annual Information within the time specified above.

3. Any change in the accounting principles applied in the preparation of its annual financial
statements, any change in its fiscal year, and the termination of the Continuing Disclosure
Agreement.

If the Trustee has not received the Annual Information by the close of business on the 15th
Business Day preceding the Filing Date, the Trustee shall provide a notice to the Corporation not later than its close
of business on the next Business Day. If evidence of the timely filing of the Annual Information is not delivered to
the Trustee by 3:00 p.m. on the second Business Day foliowing the Filing Date, the Trustee shall provide a notice to
such effect to each NRMSIR and to any SID, not later than its close of business on such Business Day.

The Continuing Disclosure Agreement may be amended, and noncompliance with any provisions
of the Continuing Disclosure Agreement may be waived, as may be necessary or appropriate to achieve its
compliance with any applicabie federal securities law or rule, to cure any ambiguity, inconsistency or formal defect
or omission, and to address any change in circumstances arising from a change in legal requirements, change in law,
or change in the identity, nature, or status of the Corporation, or type of business conducted by the Corporation.
Any such amendment or waiver will not be effective unless the Continuing Disclosure Agreement (as amended or
taking into account such waiver) would have complied with the requirements of the Rule at the time of the primary
offering of the Offered Obligations, after taking into account any applicable amendments to or official
interpretations of the Rule, as well as any change in circumstances, and until the Corporation and the Trustee shall
have received either (i) a written opinion of bond or other qualified independent special counsel selected by the
Corporation, or a determination by the Trustee, that the amendment or waiver would not materially impair the
interests of the Holders or Beneficial Owners of the Offered Obligations, or (ii) the written consent to the
amendment or waiver of the Holders of at least a majority of the principal amount of the Offered Obligations thern
outstanding.

The Continuing Disclosure Agreement will be solely for the benefit of the Holders and the
Beneficial Owners from time to time of the Offered Obligations. The exclusive remedy for any breach of the
Continuing Disclosure Agreement by the Corporation is limited to a right of Holders and Beneficial Owners of the
Offered Obligations, or the Trustee, to institute and maintain, or cause to be instituted and maintained, on behalf of
such Holders and Beneficial Owners, such proceedings as may be authorized at law or in equity to obtain the
specific performance by the Corporation of its obligations under the Continuing Disclosure Agreement. The Trustee
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may exercise any such right and, if requested to do so by the Holders or Beneficial Owners of at least 25% in
aggregate principal amount of the Offered Obligations then outstanding, the Trustee shall exercise any such right,
subject in each case to the same conditions, limitations and procedures that would apply under the Indenture if the
breach were an Event of Default under the Indenture. In addition, any Holder or Beneficial Owner may exercise any
such right; provided that, except in the instance of an alleged failure of the Corporation to provide or cause to be
provided a pertinent filing if such a filing is due and has not been made, any such right shall be exercised in the
same manner and subject to the same conditions and limitations that would apply under the Indenture if the breach
were an Event of Default under the Indenture. See APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE-Events of Default and Remedies”. Notwithstanding the
foregoing, a default under the Continuing Disclosure Agreement shall not be deemed an Event of Default under the
Indenture.

The Continuing Disclosure Agreement will remain in effect only for such period that the Offered
Obligations are outstanding in accordance with their terms and the Corporation remains an obligated person with
respect to the Offered Obligations within the meaning of the Rule. The obligation of the Corporation to provide the
Annual Information, financial statements and netices of the events described above will terminate if and when the
Corporation no longer remains such an obligated person.

The following NRMSIRs exist at this time: Bloomberg Municipal Repositories, Princeton, New
Jersey; DPC Data Inc., Fort Lee, New Jersey, and Interactive Data and Standard & Poor’s J. J. Kenny Repository,
each of New York, New York. A SID does not exist at this time.

LEGAL MATTERS

Legal matters incident to the authorization, issuance, sale and delivery of the Offered Obligations
are subject to the approving opinion of Watkins Ludlam Winter & Stennis, P.A., Jackson, Mississippi, Bond
Counsel, which opinion will be in substantially the form set forth in APPENDIX [. Watkins Ludlam Winter &
Stennis, P.A. serves as general counsei to the Corporation and is serving as corporate counsel to the Corporation in
connection with issuance of the Offered Obligations. In its capacity as corporate counsel to the Corporation,
Watkins Ludlam Winter & Stennis, P.A. will pass upon certain legal matters for the Corporation. Certain legal
matters will be passed upon for the Underwriter by its counsel Calfee, Halter & Griswold LLP, Cleveland, Ohio.

ABSENCE OF LITIGATION

There is currently no litigation of any nature now pending or, te the knowledge of the Corporation,
threatened, to restrain or enjoin the issuance, sale, execution or delivery of the Offered Obligations, or in any way
contesting or affecting the validity of (i) the Offered Obligations, (ii) any proceedings of the Corporation taken with
respect to the issuance or sale of the Offered Obligations, (iii) the pledge or application of any moneys or securities
provided for the payment or security of the Offered Obligations or (iv) the powers of the Corporation or the due
exercise thereof.

INDEPENDENT AUDITORS

The financial statements of the Corporation for the years ended December 31, 1999 and
December 31, 1998 included in APPENDIX A of this Official Statement have been audited by Haddox Reid
Burkes & Calhoun PLLC, Jackson, Mississippi, independent auditors, as stated in their report appearing therein.
Also included in APPENDIX A are unaudited financial statements for the five-month period ended May 31, 2000,
prepared by the Corporation.

OTHER MATTERS

The information set forth herein has been obtained from Corporation records and other sources
which are considered reliable. There is no guarantee that any of the assumptions or estimates contained herein will
ever be realized. All of the summaries of the statutes, documents and resolutions contained in this Official
Statement are made subject to all of the provisions of such statutes, documents and resolutions. These surmmaries do
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not purport to be complete statements of such provisions, and reference is made to such documents for further
information. Reference is made to official documents in all respects. Any statement in this Official Statement
involving any matter of opinion, whether or not expressly so stated, is intended as such and not as a representation
of fact. No representation is made that any such opinion will actually be borne out. This Official Statement is not to
be construed as a contract or agreement between the Corporation or the Underwriter and the purchasers or Holders
of any of the Offered Obligations.

THIS OFFICIAL STATEMENT is approved, and the execution and delivery of this Official
Statement authorized, by resolution of the Corporation.

MISSISSIPPI HIGHER EDUCATION ASSISTANCE
CORPORATION

Dated: August 15, 2000 By: s/ Tom B. Scott, Jr,
Tom B. Scott, Jr., Board Chair

By: /s/Kenneth L. Smith, Jr.
Kenneth L. Smith, Jr., Executive Director
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$9,160,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,800,000 Student Loan Revenue Bonds, Subordinate Series 2000-B-3

APPENDIX A
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Report of Independent Certified Public Accountants

To the Directors of Mississippi Higher
Education Assistance Corporation

We have audited the accompanying statements of financial position of
Mississippi Higher Education Assistance Corporation as of December 31,
1999 and 1998, and the related statements of activities and changes in
unrestricted net assets and cash flows for the years then ended. These
financial statements are the responsibility of the Corporation's manage-
ment. Qur responsibility is to express an opinion on these financial
statements based on our audits.

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

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Mississippi
Higher Education Assistance Corporation as of December 31, 1999 and 1998,
and the changes in its net assets and its cash flows for the years then
ended in conformity with generally accepted accounting principles.

o MR B bt bl

June 26, 2000
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATICON

Statements of Financial Position

December 31,

December 31,

1899 1998
ASSETS
Ccash and cash equivalents $ 105,993,163 92,678,979
~ Investments 60,760, 340 88,615,040
Student loans receivable 437,371,329 369,413,882
Interest and special allowance
receivable 12,583,975 9,933,609
Deferyed costs of issuance less
accumulated amortization of $4,352,600 in
199% and $3,777,900 in 1998 3,554,545 3,382,231
Other assets 382,832 438,390
Total assets $ 620,646 184 4,462,137
LIABILITIES AND UNRESTRICTED NET ASSETS
Liabilities:
Accounts payable and accrued expenses S 409,243 383,035
Accrued interest payable 7 8,645,258 8,512,141
Excess interest and rebate payable 16,226,800 15,302,572
Bonds and notes payable 546,520,000 499,360,000
Total liabilities 571,801,301 523,557,748
Unrestricted net assets:
Bond and note funds 33,437,213 25,513,144
General fund 15,407,670 15,391,219
Total unrestricted net assets 48 B44,883 40,904,363
Total liabilities and
unrestricted net assets S 620,646,184 4,462 1

The accompanying notes are an integral part of these statements.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Statements of Activities
and Changes in Unrestricted Net Assets

Revenues:
Interest on student loans
Interest subsidy
Special allowance
Late charges

Interest on investments
Total unrestricted revenues
EXpenses:
Interest
Administration and loan servicing
Bond and note fees
2Amortization of deferred costs of
issuance
Total expenses

Increase in unrestricted net assets

Unrestricted net assets, beginning
of period

Unrestricted net assets, end of period

Year Year
Fnded Ended
December 31, December 31,
1989 1998
s 22,904,389 19,373,872

4,777,251 4,218,580
3,277,395 2,814,933

254,732 272,867
31,213,767 26,680,112
6,535,334 7,567,106
38,149,101 34,247,218
23,441,271 23,238,163
5,078,225 5,298,588
1,114,318 804,541
574,766 582,590
30,208,581 29,924,282
7,940,520 4,322,936
40,904,363 36,581,427
4 44 AC,904,363

The accompanying notes are an integral part of these statements.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Statements of Cash Flows

Receipts (disbursements) in cash and
cash equivalents:

Cash flows from operating activities:
Interest on student loans
Interest subsidy
Special allowance
Late charges
Interest on invesiments
Interest on bonds and notes
Administration and loan servicing
Bond and note fees

Net cash used by operating
activities

Cash flows from investing activities:
Collection of student loan principal
Purchases of student loan principal
Purchases of student loan accrued

interest
Investments matured/redeemed
(purchased)
Leoan premiums and transfer fees
Repayment from related party

Net cash used by
investing activities

Cash flows from financing activities:

Collection of excess and rebate
interest

Payment of rebate interest

Proceeds from bond and note issues

Payments to redeem bonds

Proceeds from (payments on) line of
credit

Payments for costs of issuance

Net cash provided by
financing activities

Net increase in cash and cash eguivalents

Cash and cash equivalents:
Beginning of period

End of period

Year Year
Ended Ended
December 31, December 31,
1999 1998

s 14,228,342 12,286,671
4,433,053 4,200,679
2,596,211 2,769,406

254,732 272,867
7,467,176 7,219,769
{23,316,495) {(23,386,670)
(5,096,543) {5,266,660)
(1,132,.576) (831,335)
(566,100} {2,735,273)
54,801,372 49,504,721
(110,977,541) (64,785,726)
{(3,172,263) {1,890,262)
27,854,700 (14,484,736)
{2,140,295) {927,726)
77,163 77,163
{33,456,864) {32,506,566)
3,354,750 4,610,132
{2,430,522) -
85,000,000 88,200,000
{45,230,000) (46,170,000)
7,380,000 (91C,000)
(747,080) (815,248}
47,337,148 44,914 884
13,314,184 9,673,045
02,678,979 83,005,934
§ 105,993,163 92,678,979




MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Statements of Cash Flows - continued:

Reconciliation of increase in unrestricted
net assets to net cash used by operating
activities:

Increase in unrestricted net assets

Adjustments to reconcile increase in
unrestricted net assets to net cash
used by operating activities:

Capitalized interest on student
loans

Amortization

Increase in interest, special
allowance, and other receivables

Increase (decrease) in accounts
payable

Increase {decrease) in accrued
interest payable

Total adjustments

Net cash used by operating
activities

Year Year
Ended Ended
December 31, December 31,
1999 19398
$ 7,940,520 4,322,936
{(7,530,956) (7,151,573)
1,462,688 1,618,730
(2,671,971} (1,408,069)

100,502 {25, 635)
133,117 {891,662)
{8.506,620) (7.058,209)
S _(566,100) (2.7 273)

The accompanying notes are an integral part of these statements.
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MISSISSTPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1598

Note A - Organization and Significant Accounting Policies

Organization

Mississippi Higher Education Assistance Corpeoration (the "Corpora-
tion"), is a nonprofit corporation organized on January 23, 1980,
under the laws of the State of Mississippi for the exclusive purpose
of acquiring student loans incurred under the Higher Education Act.
The Corporation is not an agency ox instrumentality of the State of
Mississippi or any agency or political subdivision thereof. The
proceeds of the debt obligations issued by the Corporation are used
primarily to purchase student loans.

Trustees

Trustmark National Bank and BancorpSouth, as Trustees, perform
duties involving the acquisition of student loans, the investment and
disbursement of monies as directed by the Corporation, and the
servicing of debt obligations issued by the Corporation.

ITncome Taxes

The Corporation has received Internal Revenue Service determina-
tion letters to the effect that it is a tax-exempt organization under
Section 501(c) (3} of the Internal Revenue Code of 1986, as amended
(the "Code") and that the Corporation is not a private foundation
within the meaning of Section 508(a) of the Code because it is an
organization of the type described in Sections 170(b) {1} (A} (vi) and
509(a) (1) of the Ccde. :

Cash and Cash Eguivalents

The Corporation considers all checking accounts, money market
accounts and repurchase agreements with an original maturity of three
months or less to be cash and cash eguivalents. All other securities
are classified as investments.

Investments
Investments are carried at cost or amortized cost.

Provision for Losses on Loans and Uncollected Interest

An evaluation of the loan portfolio and applicable guarantees with
Federal reinsurance or direct Federal insurance is made to determine
the necessity for a provision £for loan losses or uncollected
interest.



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1998

Note A - Organization and Significant Accounting Policies - continued:

Deferred Costs of Issuance

The costs of issuing bonds and notes, which are composed of
underwriter's discount, legal costs and other related £financing
costs, are capitalized and amortized over the expected life of the

related debt issue on a weighted average basis.

Loan Premiums, Transfer Fees and Origination Fees

Loan premiums, transfer fees and origination fees are capitalized
and amortized using the interest method. As the result of a survey
of loans paid in full during 1998, the Corporation has reduced the
amortization period of loan premiums and transfer fees from ten to
eight years. The amortization period for origination fees has been
reduced from twenty to sixteen years. The change in amortization
periods reduced the 1998 increase in unrestricted net assets by

$429,978.

Interest Income and Special Allowances

Interest is accrued on investments and on student loans. Quarterly
special allowance payments from the United States Department of

Education are alsoc accrued. Included 1in revenues for 1998

$262,676 that resulted from a change by the United States Department
of Education in its method of calculating special allowance for 1994.

Interest Rate Swap Agreemernt

The differential to be paid or received is accrued as interest

rates change and is recognized cover the life of the agreement.

Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make
estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those

estimates.

Note B - Cash and Investments

Financial instruments which potentially subject the Corporation to
concentrations of credit risk consist principally of cash and

investments. The Corporation places its cash and investments with
high quality financial institutions. At times, deposits with banks
may be in excess of the FDIC insurance limit. The Corporation

routinely assesses the financial strength of the institutions and, as
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1998

Note B - Cash and Investments - continued:

a consequence, believes that its cash and investments credit risk
exposure is limited. At December 31, 1999 and 1998, the Corporation
had cash and cash equivalents and investments consisting of:

1999 1998
Cash and cash equivalents:
Union Planters Bank $ - 497,130
Trustmark National Bank 167,267 -
BancorpSouth 216,418 1,299,138
Money Market Obligations Trust
Federated Treasury Obligations Fund 68,564,074 53,007,993
Short-Term Investments Co. '
AIM Treasury Portfeolio 37,045,404 37,874,717
$ 105,993 . 163 92,678,979
Maturity
Investments
Societe Generale 1/1/06 $ 3,386,400 4,890,600
Westdeutsche Landesbank 9/1/00~
9/1/33 31,279,514 57,630,014
Bayerische Landesbank 9/1/09~
Girozentrale 9/1/16 26,092,426 26,094,426

$ £0.760,340 88,615, 040

The majority of cash and investments are restricted for the acqui-
sition of student loans, repayment of bond and note obligations and
to satisfy certain reserve requirements specified by the various bond
and note indentures.

At December 31, 1999 and December 31, 1998, $3,744,389° and
$3,575,777, respectively, of the Short-Term Investments Company AIM
Treasury Portfolio was pledged as collateral for the obligations
described in Note T.

Note C - Student Loans

Student loans purchased through December 31, 1999, include
Stafford Student Loans (formerly Guaranteed Student Loans) made to
students, PLUS Loans made to parents of dependent undergraduates, SLS
Loans made to independent students and Federal Consolidation Loans.
The terms of the loans, which vary on an individual basis, generally
provide for repayment in monthly installments of principal and



MISSISSIPPi HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 19988

Note C - Student Loans - continued:

interest over a period of up to ten vears for Stafford, PLUS and SLS
Loans and up to thirty years for Federal Consclidation Loans. The
majority of the student loans are pledged to the repayment of bonds
outstanding. Interest rates for student loans range from 5.00% to
12.00%. Concentrations of credit risk with respect to student loans
are limited due to large number of borrowers and the guarantee
described below.

The United States Department of Education (DOE) pays the Corpora-
tion an interest subsidy on Stafford Student Loans while the student
is in school, the loan is in the grace period, or loan repayment is
deferred. A special allowance is paid to the Corxporation by DOE at
the end of each gquarter, consisting of additional interest on all
outstanding Stafford Student Loans. The allowance is related to the
average of 9l1-day Treasury Bill rates during each guarter.

Student loans purchased by the Corporation, as well as accrued
interest thereon, are guaranteed by the State Guarantor or are
insured by DOE. The State Guarantor guarantees 98% (100% for loans
disbursed prior to October 1, 1993) of principal and accrued
interest. DOE insures 100% of principal and accrued interest.

Loans guaranteed by the State Guarantor are reinsured by DOE. The
DOE reimbursement rate to the State Guarantor is 98% (100% for loans
disbursed prior to October 1, 1993), provided the State Guarantor's
reinsurance claims rate does not exceed 5% within a given Federal
fiscal vear. The DOE reimbursement rate to the State Guarantor is
88% (90% for loans disbursed prior to October 1, 1993) during the
period that the State Guarantor's reinsurance claims rate exceeds 5%
but is less than or equal to 9%, and the reimbursement rate is 78%
(80% for loans disbursed prior to October 1, 1993) for the remainder
of the fiscal year during which the reinsurance claims rate exceeds
9%.

The State Guarantor was the Mississippi Guarantee Student Loan
Agency (MGSLA) through September 30, 1994. On September 7, 1954,
pursuant to a reqguest made by the Governor of the State of
Mississippi, DOE formally approved the transfer of the State
Guarantor function from MGSLA to United Student Aid Funds, Inc.
{USAF) . The Governor designated USAF as the State Guarantor effec-
tive as of midnight, September 30, 1994. USAF has agreed to fully
assume and perform all of the loan guarantee obligations of MGSLA.
Neither the Corporation nor its Trustees have released MGSLA from its
locan guarantee obligations.



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 19958

Note C - Student Loans - continued:

At December 31, 1999 and 1998, the Corporation had student loans
consisting of:

1999 1298
student loans receivable S 434,165,745 367,545,019
Unamortized premiums, transfer
fees and origination fees 3,639,904 2,387,531
437,805,649 369,632,550
Provision for loan losses and
uncollected interest {434,320} {518,688}
$ 437,371,329 369,413,862

Note D - Excess Interest and Rebate Payable

The Corporation records a liability for its estimate of excess
interest earnings on student loans financed with proceeds of certain
tax-exempt bond issues. The liability must be settled through cash
payments to the Federal government beginning ten years after the
applicable bond issue date, or through reducing the vield on student
loans by forgiving student loans. Iin addition, a rebate payable is
recorded for the Corporation's estimate of excess earnings on certain
investments made with proceeds of tax-exempt bond issues. The rebate
payable must be settled through cash payments to the Federal govern-
ment, beginning five years after the applicable bond issue date. The
liability for excess interest and rebate payable is computed in
accordance with current Treasury Regulations, and is funded with
deposits to the applicable Non-Trust Estates.

During 1599, the Corporation settled approximately $2,431,000 of
its rebate liability through a cash payment to the Federal Govern-
ment .

Note E - Bonds and Notes Payable

Bonds and notes payable at December 31, 1995 and 1998, consisted
of:

Series Maturity 1599 1938
1932~B Bonds 07/01/99-07/01/02 $ 45,050,000 55,515,000
1992-C RBonds 01/01/98-01/01/06 11,390,000 25,995,000
1993-A Ronds 09/01/99 - 13,640,000
1593-B Bonds 09/01/98-09/01/C7 92,430,000 $6,535,000
1893~-C Bonds ¢9/01/07 12,595,000 15,010,000
1294-2 Bonds 0%/01/09 50,000,000 50,000,000
1994~B Bonds 0%/01/09 51,700,000 51,700,000
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1998

Note E - Bonds and Notes Payable - continued:

Series Maturity 1399 1958
1994-C Bonds 0s/01/09 § 11,300,600 11,300,000
1996-A Bonds 09/01/16 39,200,000 39,200,000
1996-B Bonds 08/01/04 28,800,000 28,800,000
19956-C Bonds 09/01/12-09/01/16 10,800,000 10,800,000
1997-A Note 12/18/00 20,055,000 12,665,000
1998-2A Bonds £9/01/05 44,100,000 46,100,000
1998-B Bonds 09/01/33 42,100,000 42,100,000
19%9-a-1 Bonds 08/01/29 26,500,000 -
1999-A-2 Bonds 06/01/07 30,000,000 -
1999-A-3 Notes 08/01/2%9 20,000,000 -
15%9-8-1 Bonds 08/01/29 8,500,000 -

$ 546,520,000 499,360,000

As of December 31, 1999, for the next five years and thereafter,
maturities and sinking fund redemptions of bonds and notes are as

follows:

2000 $ 62,695,000
2001 40,295,000
2002 , 26,040,000
2003 18,885,000
2004 46,040,000
Thereafter 352,565,000

$ 546,520,000

All Bonds and notes are limited obligations of the Corporation and
are collateralized in accordance with the Trust Indentures by an
assignment and pledge to the trustees of all the Corporation's
rights, title and interest in and to the student loan notes, and by
funds and reserves, including restricted fund balances established
under the indentures.

The Series 1992-B and Series 1992-C Bonds bear interest at fixed
rates ranging from 5.80% to 6.70%. Interest is payable on each
January 1, July 1 and at maturity. The Series 1992-B and Series
1992-C Bonds are subject to redemption prior to maturity as described
in the Trust Indenture pursuant to which the bonds were issued.

The Series 1993-A, Series 1993-B, and Series 1993-C Bonds (the
"“Series 1993 Bonds") bear interest at fixed rates ranging from 4.80%
to 6.05%. Interest is payable on each March 1, September 1 and at
maturity. The Series 1993 Bonds are subject to redemption prior to
maturity as described in the Trust Indenture pursuant to which the
bonds were issued.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1898

Note E - Bonds and Notes Payable - continued:

In conjunction with the issuance of the Series 1993 Bonds, the
Corporation entered into an interest rate swap agreement with General
Re Financial Products Corporation (the "counterparty”) for an initial
notional amount of $125,000,000. The swap agreement was entered into
primarily to reduce the Corporation's risk of interest rate changes
with respect to the financing evidenced by the Series 1993 Bonds. The
counterparty is obligated to pay the trustee an amount equal to the
scheduled debt service expense on $125,000,000 of the Series 1993
Bonds (the "swapped bonds"), and the Corporation is obligated to pay
the counterparty an amount computed by applying a wvariable rate to
the outstanding notional amount of the swap agreement. The notional
amount of the swap agreement is reduced as principal of the swapped
bonds is scheduled to mature or be redeemed. As a result of the swap
agreement, the Corporation's obligation with respect to the swapped

bonds has been effectively converted to a variable rate. Thus, the
Corporation will incur interest rate risks similar to those incurred
with respect to variable rate financing. The interest rate swap

agreement involves the risk of dealing with the counterparty and its
ability to meet the terms of the agreement. However, management does
not anticipate such nonperformance. The amount potentially subject
to credit risk is the excess of the counterparty's payment obligation
over the Corporation’'s payment obligation.

The Series 1994-A, Series 1994-B, Series 1996-A, Series 1996-B,
Series 1998-A, and Series 1998-B Bonds (the “auction rate bonds”)
bear interest at auction rates determined by the Auction Agent, in
accordance with auction procedures set forth in the Supplements
pursuant to which the bonds were issued (the “Supplements"), for
auction periods of generally 35 days (subject to change in accordance
with the Supplements). The auction rate bonds are subject to
conversion from time to time, at the option of the Corporation to
bear interest at variable or fixed rates as described in the Supple-
ments. The auction rate bonds are subject to mandatory tender £for
purchase upon (and in certain circumstances subsequent to) any such
conversion as provided in the Supplements. Interest on the auction
rate bonds is (subject to change in accordance with the Supplements)
payable on each March 1, September 1 and at maturity. The auction
rate bonds are subject to redemption prior to maturity as described
in the Supplements. The auction rate bonds are secured on parity
with the Series 1993-A and Series 1993-B Bonds.

The Series 1994-C Bonds bear interest at a fixed rate of 7.50%.
The Series 1996-C Bonds bear interest at fixed rates ranging from
€.70% to 6.80%. Interest on the Series 1994-C and Series 1996-C
Bonds is (subject to change in accordance with the Supplements)
payvable on each March 1, September 1 and at maturity. The Series
1994-C and Series 1996-C Bonds are subject to redemption prior to
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1998

Note E - Bonds and Notes Payable - continued:

maturity as described in the Supplements. The Series 1994-C and
Series 1996-C Bonds are secured on parity with the Series 1993-C
Bonds. '

The Series 1997-A Note consists of draws made by the Corporation
under a $35,000,000 taxable line of credit. The Note bears interest
based on LIBOR rates for periods of approximately one, two, or three
months. The line of credit expires December 18, 2000, at which time
the Note is due and payable. The Corporation expects to redeem the
Series 1997-A Note prior to maturity with proceeds of student loan
revenue bonds issued by the Corporation.

The Series 1999-A-1, Series 1999-A-2, and Series 1999-B-1 Bonds
(the “Series 1999 Bonds”) and the Series 1999-A-3 Notes bear interest
at auction rates determined by the Auction Agent, in accordance with
auction procedures set forth in the Indenture pursuant to which the
bonds and notes were issued, for auction periods of generally 35 days
for the Series 1999 Bonds and 28 days for the Series 1999-A-3 Notes
(subject to change in accordance with the Indenture). The auction
rate bonds and notes are subject to conversion from time to time, at
the option of the Corporation, to bear interest at variable or fixed
rates as described in the Indenture. The auction rate bonds and
notes are subject to mandatory tender for purchase upon (and in
certain circumstances subsequent to) any such conversion as provided
in the Indenture. Interest on the Series 1999 Bonds 1is {subject to
change in accordance with the Indenture) payable on each March 1,
September 1 and at maturity. Interest on the Series 1999-A-3 Notes
is (subject to change in accordance with the Indenture) payable on
the first day of each auction period.

Note F - Supplemental Schedule of Noncash Operating, Investing and
Financing Activities

The Corporation has capitalized certain amounts of accrued
interest income on the student loans and included the amounts in
student loans receivable. For the years ended December 31, 1999 and
1998, capitalized interest amounted to approximately $7,531,000 and
$7,152,000, respectively.

Note G - Disclosures About Fair Value of Financial Instruments

Financial Accounting Standards Board (FASB) Statement 107 requires
disclosure of estimated fair value information for the Corporation's
financial instruments. Such information is based on the reguirements
set forth in that Statement and does not purport to represent the
aggregate net fair value of the Corporation.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1989 and 1998

Note & - Disclesures About Fair Value of Financial Instruments -
continued:

The following methods and assumptions were used to estimate the
fair value of each class of financial instruments for which it is
practicable to estimate that value.

Cash and Cash Ecuivalents

The carrying amount approximates fair value because of the short
maturity of those instruments.

Investments

The carrying amount approximates their fair wvalues.
Student Loans Receivables

The actual pricing of a student loan portfolio is generally nego-
tiated on a transaction by transaction basis and is dependent upon
various factors including the loan status and average balances of the
student loan portfolio. The fair value has been estimated by manage-
ment based upon the Corporation’s recent purchases of student loans.

Bonds and Notes Pavable

The fair value of the Corporation’'s bonds and note payable is
estimated based on the net present value of future cash flows using
rates currently available to the Corporation for bonds and notes with
similar terms and maturities.

Interest Rate Swap Agreement

As described in Note E, the Corporation has entered into an
interest rate swap agreement for $125,000,000 of bonds payable. The
swap agreement is designed to hedge the interest rate risk related to
the fixed rate bonds. The fair value has been estimated by General
Re Financial Products Corporation using a standard pricing methodo-
logy which takes into account the present value of estimated future
cash flows.

The carrying amounts and estimated fair values of the
Corporation’'s financial instruments are as follows:
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MISSISSIPPI HIGHER EDUCAT?ON ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1998

Note G -~ Disclosures About Falr Value of Financial Instruments -

continued:
December 31, 1999 December 31, 1998
Carrying Fair Carrying Fair
_Bmount Value _Amount Value
Cash and Cash
Equivalents $ 105,993,163 105,993,163 92,678,879 92,678,979
Investments 60,760,340 60,760,340 88,615,040 88,615,040
Student Loans Receivable 437,371,329 441,733,018 369,413,862 372,029,059
Bonds and Notes Payable (546,520,000) {551,186,794) (499,360,000} {512,337,098)
Interest Rate Swap
Agreement - (834,022} - 622,712

Note H - Functional Expenses

The Corporation's administration and loan servicing expenses for
the years ended December 31, 1999 and 1998 included support services-
management and general of $1,033,515 and $924,465, respectively. All
other expenses are for the Corporation's program service~-student
loans.

Note I - Related Party Transactions

The Corporation has entered into a management contract with
Education Services Foundation (ESF). The contract states that ESF
will manage the Corporation’s daily operations through December 31,
2002. For the years ended December 31, 1999 and 1998, fees charged
to the Corporation for these services totaled $5,078,225 and
$5,298,988, respectively.

At December 31, 1999 and 1998, receivables from (ESF) for assets
sold, cash advances and for ESF expenses paid by the Corporation were
$231,490 and $308,653, respectively. At December 31, 1999 and 1998,
payables to ESF for services provided to the Corporation by ESF were
$151,608 and $232,815, respectively.

During 1999, the Corporation purchased student loan principal and
accrued interest from ESF for $31,972,832.

The Corporation has pledged cash to be used as collateral for
ESF's Series 1997-A line of credit. As of December 31, 1999 and
1998, $3,744,389 and $3,575,777, respectively, was being held as
collaterzl.

Substantially all of the members of the Corporation’s board of
directors also serve on ESF's board of directors. Condensed finan-
cial information for ESF at December 31, 1999 and 1998 and the years
then ended is as follows:
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
December 31, 1999 and 1958

Note I - Related Party Transactions - continued:

1999
Total Assets $ 148,021,458
Total Liabilities 146,766,722
Unrestricted Net Assets : 1,254,736
Total Revenues 14,715,913
Total Expenses 13,743,644

Note J - Subseguent. Events

1998

145,630,707
145,348,240
282,467
12,246,868
11,871,986

In January and April 2000, the Corporation issued bonds and notes

totaling $81,000,000 and $124,400,000, respectively.

Proceeds from:

sale of these bonds and notes were used by the Corporation to acquire
student loans, replace funds advanced to or drawn by the Corporation
under an outstanding line of credit, pay outstanding principal of the
Series 1994 Refunded Bonds, partially fund certain reserves and to
pay fees and expenses incurred in connection with the issuance of the

bonds and notes.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Statement of Financial Pogition
May 31, 2000
{Unaudited)

ASSETS

Cash and cash equivalents

Investments

student loans receivable

Interest and special allowance

. receivable

Deferred costs of issuance less

accumulated amortization of $4,601,000

Other assets

Total assets

LIABILITIES AND UNRESTRICTED NET ASSETS

Liabilities:
Accounts payable and accrued expenses
Accrued interest payable
Excess interest and rebate payable
Bonds and notes payable

Total ligbilities
Unrestricted net assets:
Bond and note funds

General fund

Total unrestricted net assets

Total liabilities and unrestricted net assets

$105,661,967
100,021,241
586,713,005

20,945,020

4,728,068
335,901

$381,667
7,185,542
18,885,800
743,890,000

36,502,527
14,559,666

The accompanying notes are an integral part of this statement.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Statement of Activities
and Changes in Unrestricted Net Assets
For the Five Months Ended May 31, 2000

{(Tnaudited)

Revenues:
Interest on student loans 59,738,019
Interest subsidy 2,893,393
Special allowance 2,877,694
Late charges 109,474
15,618,580
Interest on investments 3,868,808
Total unrestricted revenues 19,487,388

Expenses:
Interest 13,913,601
Administration and loan servicing 2,487,247
Bond and note fees 620,910
Amortization of deferred costs of issuance 248,320
Total expenses 17,270,078
Increase in unrestricted net assets 2,217,310
Unrestricted net assets, beginning of period 48,844,883
Unrestricted net assets, end of period $51,062,193

The accompanying notes are an integral part of this statement.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATICON

Statement of Cash Flows
For the Five Months Ended May 31, 2000
{Unaudited)

Receipts (disbursements) in cash and
cash equivalents:
Cash flows from operating activities:
Interest on student loans
Interest subsidy
Special allowance
Late charges
Interest on investments
Interest on bonds and notes
Administration and loan servicing
Bond and note fees
Net cash used by
operating activities
Cash flows from investing activities:
Collection of student loan principal
Purchaseg of student loan principal
Purchases of student loan accrued int
Investments purchased
Loan premiums and transfer fees
Repayment from related party
Net cash used by
investing activities
Cash flows from financing activities:
Collection of excess and rebate interest
Proceeds from bond and note issues
Payments to redeem bonds
Proceeds from line of credit
Payments for costs of issuance
Net cash provided by
financing activities
Net decrease in cash and
cash equivalents

~Cash and cash eguivalents:
Beginning of period

End of period

$5,167,920
1,411,233
1,400,150
109,474
3,629,603
(15,328,687)
(2,589,115}
(621,482}

24,737,819
(166,112, 850Q)
(4,356,739)
(39,260,901)
(4,201,541)
77,163

2,659,000
205,400,000

(25,975,000)
14,945,000

(1,421,843)

(331,196)

105,983,163



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Statement of Cash Flows Continued
For the Five Months Ended May 31, 2000
(Unmaudited)

Reconciliation of increase in unrestricted
net assets to net cash used by
operating activities:

Increase in unrestricted net assets 52,217,310
Adjustments to reconcile increase in

unregtricted net assets to net cash

used by operating activities:

Capitalized interest on student loans (4,392,581)
Amortization 803,285

Increase in interest, special
allowance, and other receivables (4,034,539)
Increase in accounts payable 45,337
Decrease in accrued interest payable {(1,459,716)
(9,038,214}

Total adjustments ~ m--=soomo----

Net cash used by (86,820,904)
Operating actiVitieS E T T

The accompanying notes are an integral part of this statement.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
{(Unaudited)

Note A - Organization and Significant Accounting Policies
Organization

Mississippi Higher Education Assistance Corporation (the
"Corporation"), is a nonprofit corporation organized on January 23,
1980, under the laws of the State of Mississippi for the exclusive
purpose of acquiring student loans incurred under the Higher Education
Act. The Corporation is not an agency or instrumentality of the State
of Mississippi or any agency or political subdivision thereof. The
proceeds of the debt obligations issued by the Corporation are used
primarily to purchase student loans.

Trustees

Trustmark National Bank and BancorpSouth, as Trustees,
perform duties involving the acquisition of student loans, the
investment and disbursement of monies as. directed by the Corporation,
and the servicing of debt obligations issued by the Corporation.

Income Taxes

The Corporation has received Internal Revenue Service determination
letters to the effect that it is a tax-exempt organization under Section
501 (¢) {3) of the Internal Revenue Code of 1986, as amended (the "Code")
and that the Corporation is not a private foundation within the meaning
of Section 509(a) of the Code because it is an organization of the type
described in Sections 170(b) (1) (A) (vi) and 509(a) (1) of the Code.

Cash and Cash Egquivalents

The Corporation considers all checking accounts, money market
accounts and repurchase agreements with an original maturity of three
months or less to be cash and cash equivalents. All other securities
are classified as investments.
Investments

Investments are carried at cost or amortized cost.
Provision for Losses on Loans and Uncollected Interest

An evaluation of the loan portfolio and applicable guarantees with

Federal reinsurance or direct Federal insurance is made to determine
the necessity for a provision for loan losses or uncollected interest.



MISSISSIPPI HIGHER EDUCATICON ASSISTANCE CORPORATION

Noteg to Financial Statements
May 31, 2000
{(Unaudited)

Note A - continued:
Deferred Costs of Issuance

The costs of issuing bonds and notes, which are composed of
underwriter's discount, legal costs and other related financing costs,
are capitalized and amortized over the expected life of the related
debt igssue on a weighted average basis.

Loan Premiums, Transfer Fees, and Origination Fees

Loan premiums, transfer fees, and origination fees are capitalized
. and amortized over eight to sixteen years using the interest method.

Interest Income and Special Allowances

Interest ig accrued on investments and on student loans.
Quarterly special allowance payments from the United States Department
of Education are also accrued.

Interest Rate Swap Agreement

The differential to be paid or received is accrued as interest
rates change and is recognized over the life of the agreement.

Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make
estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those
estimates.

Note B - Cash and Investments

Financial instruments which potentially subject the Corporation to
concentrations of credit risk consist principally of cash and
investments. The Corporation places its cash and investments with high
quality financial institutions. At times deposits with banks may be in
excess of the FDIC insurance limit. The Corporation routinely assesses
the financial strength of the institutions and, as a consequence,
believes that its cash and investments credit risk exposure is
limited. At May 31, 2000 the Corporation had cash and cash
equivalents and investments consisting of:



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
{Unaudited)

Note B - continued:

Cash and cash equivalents
Trustmark National Bank S 181,924
Money Market Obligations Trust
Federated Treasury

Obligations Fund 67,268,350
Short-Term Invegtments Co.
AIM Treasury Portfolio 38,211,693

Maturity
Investments
Societe CGenerale 3/1/03-1/1/06 S 38,879,522
Westdeutsche Landesbank 9/1/00-9/1/33 35,047,293
Bayerische Landesbank
Girozentrale 9/1/09-9/1/16 26,094,426

The majority of cash and investments are restricted for the
acquisition of student loans, repayment of bond and note obligations
and to satisfy certain reserve requirements specified by the various
bond indentures.

At May 31, 2000 $3,827,027 of the Short-Term Investments Company
AIM Treasury Portfolio was pledged as collateral for the obligations
described in Note I.

Note C - Student Loans

Student loans purchased through May 31, 2000 include Stafford
student Loans (formerly Guaranteed Student Loans) made to students,
PLUS Loans made to parents of dependent undergraduates, SLS Loans made
to independent students and Federal Consolidation Loans. The terms of
the loans, which vary on an individual basis, generally provide for
repayment in monthly installments of principal and interest over a
period of up to ten years for Stafford, PLUS and SLS Loans and up to
thirty years for Federal Consolidation Loans. The majority of the
student loans are pledged to the repayment of bonds outstanding.
Interest rates for student loans range from 5.00% to 12.00%.
Concentrations of credit risk with respect to student loans are limited
due to large number of borrowers and the guarantee described below.



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
(Unaudited)

Note C - continued:

The United States Department of Education (DOE) pays the
Corporation an interest subsidy on stafford Student Loans while the
student is in school, the loan is in the grace period, or loan
repayment is deferred. A special allowance is paid to the Corporation
by DOE at the end of each guarter, consisting of additional interest on
all outstanding Stafford Student Loans. The allowance is related to
the average of 91-day Treasury Bill rates and 3-month commercial paper
rates during each quarter.

student loans purchased by the Corporation, as well as accrued
interest thereon, are guaranteed by the State Guarantor or are insured
by DOE. The State Guarantor guarantees 98% (100% for loans disbursed
prior to October 1, 1993) of principal and accrued interest. DOE
insures 100% of principal and accrued interest.

Loans guaranteed by the State Guarantor are reinsured by DOE. The
DOE reimbursement rate to the State Guarantor is 98% (100% for loans
digbursed prior to October 1, 1993), provided the State Guarantor's
reinsurance claims rate does not exceed 5% within a given Federal
fiscal year. The DOE reimbursement rate to the State Guarantor 1s 88%
(90% for loans disbursed prior to October 1, 1993) during the period
that the State Guarantor's reinsurance claims rate exceeds 5% but is
less than or equal to 9%, and the reimbursement rate is 78% (80% for
loans disbursed prior to October 1, 1993) for the remainder of the
fiscal year during which the reinsurance claims rate exceeds 9%.

The State Guarantor was the Mississippi Guarantee Student Loan
Agency (MGSLA) through September 30, 1994. On September 7, 1924,
pursuant to a request made by the Governor of the State of Mississippi,
DOE formally approved the transfer of the State Guarantor function from
MGSLA to United Student Aid Funds, Inc. (USAF). The Governor
designated USAF as the State Guarantor effective as of midnight,
September 30, 1994, USAF has agreed to fully assume and perform all of
the loan guarantee obligations of MGSLA. Neither the Corporation nor
itgs Trustees have released MGSLA from its loan guarantee obligations.

At May 31, 2000 the Corporation had student loans consisting of:



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Noteg to Financial Statements
May 31, 2000

(Unaudited)
Note ¢ - continued:
Student loans receivable 5580, 005,098
Unamortized premiums, transfer
fees, and origination fees 7,286,879

$587,291,977
Provision for loan losses and
uncollected interest (578,972}

Note D - Excess Interest and Rebate Payable

The Corporation records a liability for its estimate of excess
interest earnings on student loans financed with proceeds of certain
tax-exempt bond issues. The liability must be settled through cash
payments to the Federal government beginning ten years after the
applicable bond issue date, or through reducing the yield on student
loans by forgiving student loans. In addition, a rebate payable is
recorded for the Corporation's estimate of excess earnings oh certain
investments made with proceeds of tax-exempt bond issues. The rebate
payable must be settled through cash payments to the Federal
government, beginning five years after the applicable bond issue date.
The liability for excess interest and rebate pavable is computed in
accordance with current Treasury Regulations, and is funded with
deposits to the applicable Non-Trust Estates.

Note E - Bonds and Notes Payable

Bonds and notes payable at May 31, 2000 consisted of:

Series Maturity
1992-B Bonds 07/01/00-07/01/02 $ 34,075,000
1992-C Bonds 01/01/03-01/01/06 11,390,000
1.993-B Bonds 09/01/00-09/01/07 92,430,000
1993-C Bonds 09/01/07 12,595,000
1994-A Bonds 09/01/09 . 315,000,000
1994-B Bonds 09/01/09 51,700,000
1994 -C Bonds 09/01L/09 11,300,000
1996-A Bonds 09/01/16 39,200,000
1996-B Bonds 09/01/04 28,800,000
1996-C Bonds 09/01/12-09/01/16 10,800,000



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements

May 31, 2000
(Unaudited)
Note E - continued:
Series Maturity
1897-A Note 12/18/00 35,000,000
1998-A Bonds 09/01/05 46,100,000
1998-R Bonds 09/01/33 42,100,000
1995-A-1 Bonds 08/01/29 26,500,000
1999-A-2 Bonds 06/01/07 30,000,000
1999-A-3 Notes 08/01/29 20,000,000
1999-B-1 Bonds 08/01/29 8,500,000
2000-A-1 Notes 08/01/29 72,900,000
2000-B-1 Notes 08/01/29 8,100,000
2000-A-2 Bonds 09/01/30 28,400,000
2000-A-3 Notes 09/01/30 84,000,000
2000-B-2 Bonds 09/01/30 12,000,000
$740,890,000

As of May 31, 2000, remaining maturities and sinking fund

redemptions of bonds and notes are as follows:

2000 S 66,665,000
2001 40,295,000
2002 26,040,000
2003 18,885,000
2004 46,040,000
Thereafter 542,965,000

All Bonds and notes are limited obligations of the Corporation and
are collateralized in accordance with the Trust Indentures by an
assignment and pledge to the trustees of all the Corporation's rights,
title and interest in and to the student loan notes, and by funds and
reserves, including restricted fund balances established under the
indentures.

The Series 1992-B and Series 1992-C Bonds bear interest at fixed
rates ranging from 6.00% to 6.70%. Interest is payable on each January
1, July 1 and at maturity. The Series 1992-B and Series 1992-C Bonds
are subject to redemption prior to maturity as described in the Trust
Indenture pursuant to which the bonds were issued.
and Series 19%3-C Bonds "Series 1993

The Series 19%83-B, {the
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Noteg to Financial Statements
May 31, 2000
{(Unaudited)

Note E - continued:

Bonds") bear interest at fixed rates ranging from 5.10% to 6.05%.
Interest is payable on each March 1, September 1 and at maturity. The
Series 1993 Bonds are subject to redemption prior to maturity as
described in the Trust Indenture pursuant to which the bonds were
issued.

In conjunction with the issuance of the Series 1993 Bonds, the
Corporation entered into an interest rate swap agreement with General
Re Financial Products Corporation (the "counterparty") for an initial
notional amount of $125,000,000. The swap agreement was entered into
primarily to reduce the Corporation's risk of interest rate changes
with respect to the financing evidenced by the Series 1993 Bonds. The
counterparty is obligated to pay the trustee an amount equal to the
scheduled debt service expense on $125,000,000 of the Series 1993 Bonds
(the "swapped bonds"), and the Corporation is obligated to pay the
counterparty an amount computed by applying a variable rate to the
outstanding notional amount of the swap agreement. The notional amount
of the swap agreement is reduced as principal of the swapped bonds is
scheduled to mature or be redeemed. As a result of the swap agreement,
the Corporation's obligation with respect to the swapped bonds has been
effectively converted to a variable rate. Thus, the Corporation will
incur interest rate risks similar to those incurred with respect to
variable rate financings. The interest rate swap agreement involves
the risk of dealing with the counterparty and its ability to meet the
terms of the agreement. However, management does not anticipate such
nonperformance. The amount potentially subject to credit risk is the
excess of the counterparty's payment obligation over the Corporation's
payment obligation.

The Series 1994-A, Series 1994-B, Series 1996-A, Series 1996-B,
Series 1998-A, and Series 1998-B Bonds (the "Series 1994-1998 auction
rate bonds") bear interest at auction rates determined by the Auction
Agent, in accordance with auction procedures set forth in the .
Supplements pursuant to which the bonds were issued (the "Supplements"),
for auction periods of generally 35 days (subject to change in
accordance with the Supplements). The Series 1994-1998 auction rate
bonds are subject to conversion from time to time, at the option of the
Corporation, to bear interest at variable or fixed rates as described
in the Supplements. The Series 1994-1998 auction rate bonds are
subject to mandatory tender for purchase upon (and in certain
circumstances subsequent to) any such conversion as provided in the
‘Supplements. Interest on the Series 1994-1998 auction rate bonds is
(subject to change in accordance with the Supplements) payable on each
March 1, September 1 and at maturity. The Series 1994-1998 auction
rate bonds are subject to redemption prior to maturity as described in

“11-



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
{(Unaudited)

Note E - continued:

the Supplements. The Series 1994-1998 auction rate bonds are secured
on parity with the Series 1993-A and Series 1993-B Bonds.

The Series 1994-C Bonds bear interest at a fixed rate of 7.50%.
The Series 1996-C Bonds bear interest at fixed rates ranging from 6.70%
to 6.80%. Interest on the Series 1994-C and Series 1996-C Bonds is
{subject to change in accordance with the Supplements) payable on each
March 1, September 1 and at maturity. The Series 1994-C and Series
1996-C Bonds are subject to redemption prior to maturity as described
in the Supplements. The Series 1994-C and Series 1996-C Bonds are
secured on parity with the Series 19%3-C Bonds.

The Series 1997-A Note consists of draws made by the Corporation
under a $35,000,000 taxable line of credit. The Note bears interest
based on LIBOR rates for periods of approximately one, two, or three
months. The line of credit expires on December 18, 2000, at which time
the Note is due and payable. The Corporation expects to redeem the
Series 1997-A Note prior to maturity with proceeds of student loan
revenue bonds issued by the Corporation.

The Series 1999-A-1, Series 1999-A-2, Serilies 19%9-B-1, Series
2000-A-2, and Series 2000-B-2 Bonds (the "1999-2000 auction rate
bonds"} and the Series 1999-A-3, Series 2000-A-1, Series 2000-B-1, and
Series 2000-A-3 Notes (the "Series 1999-2000 auction rate notes") bear
interest at auction rates determined by the Auction Agent, in
accordance with auction procedures set forth in the Indenture pursuant
to which the bonds and notes were issued, for auction perieds of
generally 35 days for the Series 1999-2000 auction rate bonds and 28
days for the Series 1999-2000 auction rate notes (subject to change in
accordance with the Indenture). The Series 1999-2000 auction rate
bonds and notes are subject to conversion from time to time, at the
option of the Corporation, to bear interest at variable or fixed rates
as described in the Indenture. The Series 1999-2000 auction rate bonds
and notes are subject to mandatory tender for purchase upon (and in
certain circumstances subsequent to) any such conversion as provided in
the Indenture. Interest on the Series 1999-2000 auction rate bonds is
(subject to change in accordance with the Indenture) payable on each
March 1, September 1 and at maturity. Interest on the Series 1999-2000
auction rate notes is (subject to change in accordance with the
Indenture) payable on the first day of each auction period.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
{Unaudited)

Note F - Supplemental Schedule of Noncash Operating, Investing and
Financing Activities

The Corporation has capitalized certain amounts of accrued
interest income on student loans and included the amounts in student
loans receivable. For the five months ended May 31, 2000 capitalized
interest amounted to approximately $4,393,000.

Note G - Disclosures About Fair Values of Financial Instruments

Financial Accounting Standards Board (FASB) Statement 107 requires
disclosure of estimated fair value information for the Corporation's
financial instruments. Such information is based on the requirements
gset forth in that Statement and does not purport to represent the
aggregate net fair value of the Corporation.

The following methods and assumptions were used to estimate the
fair value of each class of financial instruments for which it is
practicable to estimate that value.

Cash and Cash Equivalents

The carrying amount approximates fair value because of the short.
maturity of those instruments.

- Investments
The carrying amount approximates their fair value.
Student Loans Receivable

The actual pricing of a student loan portfolio is generally
negotiated on a transaction by transaction basis and is dependent upon
various factors including the loan status and average balances of the
student loan portfolio. The fair wvalue has been estimated by
management based upon the Corporation's recent purchases of student
locans.

Bonds and Notes Payable
The fair value of the Corporation's bonds and notes payable is
estimated based on the net present value of future cash flows using

rates currently available to the Corporation for bonds and notes with
similar terms and maturities.

-13-



MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
{Unaudited)

Note G - continued:
Interest Rate Swap Adgreement

As described in Note E, the Corporation hag entered into an
interest rate swap agreement for $1i25,000,000 of bonds payable. The
swap agreement is designed to hedge the interest rate risk related to
the fixed rate bonds. The fair value has been estimated by General Re
Financial Products Corporation using a standard pricing methodology
which takes into account the present value of estimated future cash
flows.

The carrying amounts and estimated fair values of the
Corporation's financial instruments are as follows:

Carrying Fair

Amount Value
Cash and Cash Equivalents $105,661,967 105,661,967
Investments 100,021,241 100,021,241
Student Loans Receivable 586,713,005 591,475,864
Bonds and Notes Payable (740,890,000) (745,556,754)
Interest Rate Swap Agreement - (1,0459,369)

Note H - Functional Expenses

The Corporation's administration and loan servicing expenses for
the five months ended May 31, 2000 included support services-management
and general of $561,560. All other expenses are for the Corporation's
program service-student loans.

Note I - Related Party Transactions

The Corporation has entered into a management contract with
Education Services Foundation (ESF). The contract states that ESF
will manage the Corporation's daily operations through December 31,
2002. For the five months ended May 31, 2000 fees charged to the
Corporation for these services totaled $2,487,563.

At May 31, 2000 receivables from ESF for ESF assets sold, cash
advances and for ESF expenses paid by the Corporation were $154,327.
At May 31, 2000 payables to ESF for services provided to the
Corporation by ESF were $105,365.

During the five months ended May 31, 2000 the Corpocration
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

Notes to Financial Statements
May 31, 2000
(Unaudited)

Note I - continued:

purchased student loan principal and accrued interest from ESF for
574,349,187.

The Corporation has pledged cash to be used as collateral for
ESF's Series 1997-A line of credit. As of May 31, 2000 $3,827,027 was
being held as collateral.

Substantially all of the members of Corporation's board of
directors also serve on ESF's board of directors. Condensed financial
information for ESF at May 31, 2000 and the five months then ended is
as follows:

Total Agsets $155,133,319
Total Liabilities 153,629,524
Unrestricted Net Assets 1,503,795
Total Revenues 7,148,170
Total Expenses 6,899,111
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

$9,100,000 Student Loan Revenue Bonds, Senior Series 2600-A-4
$20,000,600 Student Loan Revenue Bonds, Suberdinate Series 2000-B-3

APPENDIX B

CERTAIN DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE

The following definitions apply to the defined words and terms used in this Official Statemnent,
and to the extent such words and terms are also used as defined words and terms in the Indenture are substantially
the definitions for such words and terms used in the Indenture.

Certain Definitions

“:Aa’ Composite Commercial Paper Rate” shall mean, as of any date of determination, (A) the
interest equivalent of the 30-day rate on commercial paper placed on behalf of issuers whose corporate bonds are
rated “Aa” by Moody’s or “AA” by Fitch, or the equivalent of such rating by S&P, as such 30-day rate is made
available on a discount basis or otherwise by the Federal Reserve Bank of New York for the Business Day
immediately preceding such date of determination, or (B) if the ¥ederal Reserve Bank of New York does not make
available any such rate, then the arithmetic average of the interest equivalent of the 30-day rate on commercial paper
placed on behalf of such issuers, as quoted to the Auction Agent on a discount basis or otherwise, by the
Commercial Paper Dealers, as of the close of business on the Business Day immediately preceding such date of
determination. If at the time quotations are required any Commercial Paper Dealer does not quote a commercial
paper rate required to determine the “Aa” Composite Commercial Paper Rate, or if less than three Commercial
Paper Dealers are then serving as such for any reason, the “Aa” Composite Commercial Paper Rate shall be
determined on the basis of such quotations or quotations furnished by the Commercial Paper Dealer or Comumercial
Paper Dealers then serving as such and providing a quotation. For purposes of this definition, the “interest
equivalent” of a rate stated on a discount basis (a “discount rate”) for commercial paper of a given day’s maturity
shall be equal to the product of (a) 100 times (b) the quotient (rounded upward to the next higher one thousandth
(.001) of 1%) of (x) the discount rate (expressed in decimals) divided by (y) the difference between (i) 1.00 and (ii) a
fraction, the numerator of which shall be the product of the discount rate (expressed in decimals) times the number
of days from (and including) the date of determination to {but excluding) the date on which such commercial paper
matures and the denominator of which shall be 360.

“AAA Refunded Municipals” shall mean noncallable, refunded obligations issued by any
municipality or public body located in the United States of America, with respect to which Government Obligations
have been deposited in amounts sufficient to pay all principal of and interest on such obligations as the same shall
mature and become due and payable, rated by each Rating Agency (other than Fitch) in its highest applicable
Specific Rating Category, and, if rated by Fitch, rated by Fitch in its highest applicable Specific Rating Category.

“Accreted Value” shall mean, with respect to any Discount Obligation, the present value as of any
date of calculation of future scheduled payments of principal of and interest on such Discount Obligation, calculated
by discounting such payments semiannually on each Interest Payment Date with respect to such Obligation (if
interest on such Obligation is payable semi-annually, and otherwise on such dates as shall be designated by the
Trustee) at a discount rate equal to the original issue yield to maturity of such Discount Obligation.

“Acting Beneficiaries Upon Default” shall mean, (a) at any time that any Senior Obligations are

Outstanding or amounts are owed to any Semior Beneficiary (i) with respect to provisions regarding acceleration of
Obligations in the case of an Event of Default other than a covenant default, the owners of 51% in aggregate
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principal amount of the Senior Obligations Outstanding or all Other Senior Beneficiaries or {unless the Trustee shall,
in its sole discretion, determine that acceleration of the maturity of the Obligations is not in the overall interest of the
Senior Beneficiaries) any Other Senior Beneficiary, (i) with respect to the provisions regarding acceleration of
Obligations in the case of an Event of Default consisting of a covenant default, the owners of 100% in aggregate
principal amount of the Senior Obligations Qutstanding or all Other Senior Beneficiaries or (unless the Trustee shall,
in its sole discretion, determine that acceleration of the maturity of the Obligations is not in the overall interest of the
Senior Beneficiaries) any Other Senior Beneficiary, (iii) with respect to requesting the Trustee to exercise one or
more of the rights and powers conferred by the Indenture, with respect to directing the method and place of
conducting proceedings to be taken in connection with the enforcement of the terms and conditions of the Indenture
and with respect to requiring the Trustee to waive Events of Default, the owners of 51% in aggregate principal
amount of the Senior Obligations Qutstanding (unless the Trustee shall have received, or shall thereafter receive,
conflicting requests or directions from one or more Senior Beneficiaries) or (unless the Trustee shall have received,
or shall thereafier receive, conflicting requests or directions from the owners of 51% in aggregate principal amount
of the Senior Obligations Cutstanding) all Other Senior Beneficiaries or (unless the Trustee shall, in its sole
discretion, determine that the requested action is not in the overall interest of the Senior Beneficiaries or shall have
received, or shall thereafter receive, conflicting requests or directions from one or more Other Senior Beneficiaries
or the owners of 51% in aggregate principal amount of the Senior Obligations Outstanding) any Other Sentor
Beneficiary, and (iv) in all other cases the owners of 51% in aggregate principal amount of the Senior Obligations
Qutstanding or any Other Senior Beneficiary, and (b) at any time that no Senior Obligations are Outstanding and no
amounts are owed to any Other Semior Beneficiary (i) with respect to provisions regarding acceleration of
Subordinate Obligations in the case of an Event of Default other than a covenant default, the owners of 51% in
aggregate principal amount of the Subordinate Obligations Outstanding or all Other Subordinate Beneficiaries or
(unless the Trustee shail, in its sole discretion, determine that acceleration of the maturity of the Obligations is not in
the overall interest of the Subordinate Beneficiaries) any Other Subordinate Beneficiary, (ii) with respect to the
provisions regarding acceleration of Obligations in the case of an Event of Default consisting of a covenant default,
the owners of 100% in aggregate principal amount of the Subordinate Obligations Outstanding or all Other
Subordinate Beneficiaries or (unless the Trustee shall, in its sole discretion, determine that acceleration of the
maturity of the Obligations is not in the overall interest of the Subordinate Beneficiaries) any Other Subordinate
Beneficiary, (iii) with respect to requesting the Trustee to exercise one or more of the rights and powers conferred
by the Indenture, with respect to directing the method and place of conducting proceedings to be taken in connection
with the enforcement of the terms and conditions of the Indenture and with respect to requiring the Trustee to waive
Events of Default, the owners of 51% in aggregate principal amount of the Subordinate Obligations Outstanding
(unless the Trustee shall have received, or shall thereafter receive, conflicting requests or directions from one or
more Subordinate Beneficiaries) or {unless the Trustee shall have received, or shall thereafter receive, conflicting
requests or directions from the owners of 51% in aggregate principal amount of the Subordinate Obligations
Qutstanding) all Other Subordinate Beneficiaries or {unless the Trustee shall, in its sole discretion, determine that
the requested action is not in the overall interest of the Subordinate Beneficiaries or shall have received, or shall
thereafter receive, conflicting requests or directions from one or more Other Subordinate Beneficiaries or the owners
of 51% in aggregate principal amount of the Obligations Qutstanding} any Other Subordinate Beneficiary, and (iv)
in all other cases the owners of 51% in aggregate principal amount of the Subordinate Obligations Outstanding or
any Other Subordinate Beneficiary.

“Additional Obligations” shall mean collectively, the Additional Senior Obligations and the
Additional Subordinate Obligations.

“Additional Senior Obligations” shall mean notes or bonds hereafter issued under the Indenture on
a parity with the Prior Series Senior Obligations and the Offered Senior Obligations.

“Additional Subordinate Obligations™ shall mean notes or bonds hereafter issued under the
Indenture on a parity with the Prior Series Subordinate Obligations and the Offered Subordinate Obligations.

“Additional Tax-Exempt Bonds” shall mean all Tax-Exempt Bonds issued under the Indenture
other than the Prior Series Tax-Exempt Bonds and the Offered Obligations.

“Additional Taxable Notes” shall mean all Taxable Notes issued under the Indenture other than
the Prior Series Taxable Notes.
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“Adjustable Rate” shall mean , when used with respect to any Series of Obligations or Obligations
of a Series, the interest rate to be determined for such Obligations of such Series on the basis of adjustable periods
pursuant to the Indenture.

“Adjustable Rate Conversion Date” shall mean the date on which the Obligations of a Series are
converted to bear interest at Adjustable Rates pursuant to the Indenture.

“Adjustable Rate Period” shall mean an Adjustable Rate Period pursuant to the Indenture during
which Obligations of a Series bear interest at Adjustable Rates,

“Adjusted Net Loan Rate” shall mean the rate of interest per annum (rounded to the next highest
one-hundredth of one percent) equal to {(a} the Effective Student Loan Rate, less (b) the Administrative Expenses
and Bond Fees Adjustment, not to exceed the Maximum Rate.

“Administrative Expenses” shall mean the Corporation’s expenses, excluding Bond Fees but
including any Servicing Fees, of carrying out and administering its powers, duties and functions under (1) its charter
of incorporation, its bylaws, the Student Loan Purchase Agreements, the Participation Agreement, the Contract of
Insurance, any Certificate of Insurance, any Guarantee Agreement, the Program, the Higher Education Act or any
requirement of the laws of the United States or the State with respect to the Program or any requirement of any
regulations promulgated pursuant to such laws, as such powers, duties and functions relate to Pledged Student
Loans, and (2) the Indenture, insofar as such cosis relate to the Obligations. Such expenses may include, without
limiting the generality of the foregoing, salaries, supplies, utilities, mailing, labor, materials, office rent,
maintenance, furnishings, equipment, machinery, telephones, insurance premiums, and legal, accounting,
management, consulting and banking services and expenses, and payments for pension, retirement, health and
hospitalization and life and disability insurance benefits; but shall not include (i) Debt Service on the Obligations or
on any other bonds, notes or other evidences of indebtedness of the Corporation; or (ii) the fees, costs or expenses of
the Corporation with respect to any other bonds, notes or indebtedness of the Corporation.

“After-Tax Equivalent Rate” shall mean, on any date of determination, the interest rate per annum
equal to the product of (i) the “Aa” Composite Commercial Paper Rate on such date and (i) 1.00 minus the
Statutory Corporate Tax Rate on such date.

“Aggregate Market Value” on any date shall mean, with respect to assets in the Trust Estate which
are Student Loans, the aggregate unpaid principal balance (including, to the extent Guaranteed, interest added to
principal) of such loans as of that date plus 100% of the accrued borrower interest, Special Allowance Payments,
and interest subsidies on such Student Loans to such date.

“All-Hold Rate,” or “All-Hold Auction Rate” shall mean, with respect to Taxable Notes, an
interest rate per annum equal to eighty-five percent (85%) (as such percentage may be adjusted pursuant to the
Indenture) of the Applicable LIBOR-Based Rate on the date of determination; with respect to Tax-Exempt Bonds,
85% (as such percentage may be adjusted pursuant to the Indenture) of the lesser of: (a) the After-Tax Equivalent
Rate on such date and (b) the Index on such date; provided, that in no event shall the All-Hold Rate be more than the
Maximum Rate.

“Applicable Auction Rates” shall mean the rate per annum at which interest accrues on a Series of
the Auction Rate Securities during the related Auction Period.

“Applicable Date of Issuance” shall mean: with respect to each Series of the Offered Obligations,
the Delivery Date as set forth on the cover page of this Official Statement; and with respect to any Additional
Obligations, the date or dates specified in the Applicable Series Supplement.

“Applicable LIBOR-Based Rate™ shall mean, (a) for Auction Periods of 35 days or less, One-
Month LIBOR, (b) for Auction Periods of more than 35 days but less than 91 days, Three-Month LIBOR, (c) for
Auction Periods of more than 90 days but less than 181 days, Six-Month LIBOR, and (d) for Auction Periods of
more than 180 days, One-Year LIBOR.
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“Applicable Percentage” shall mean, as of any date of determination, the percentage determined
(as such percentage may be adjusted pursuant to the Indenture) based on the ratings of the Auction Rate Tax-Exempt
Bonds in effect at the close of business on the Business Day immediately preceding such date, as set forth below:

Credit Ratings

General Rating Category Moody’s/Fitch Applicable Percentage
Highest “Aaa”/ “AAA” 175%
Second Highest “Aa”/ CAA” 175%
Third Highest “AT/ AT 175%
Fourth Highest “Baa/ “BBB” 200%
Below Fourth Highest Below “Baa”/ “BBB” 265%

provided, that if the Auction Rate Tax-Exempt Bonds are not then rated by any Rating Agency, the Applicable
Percentage shall be 265%; and provided further that if the respective ratings of Moody’s and Fitch are not in the
same category, the rating in the highest category shall be used to determine such percentage. For purposes of this
definition, Moody’s rating categories of “Aaa”, “Aa”, “A”, and “Baa” and Fitch’s rating categories of “AAA”,
“AA"”, “A” and “BBB” refer to and include the respective rating categories correlative thereto (as determined by the
Trustee) if Moody’s or Fitch has changed or modified its respective generic rating categories or if Moody’s or Fitch
does not rate or no longer rates auction rate securities or if Moody’s or Fitch has been replaced. All ratings referred
to in the Indenture shall be without regard to the gradations within each rating category.

“Approved Borrower Benefit Program” shall mean a program pursuant to which origination fees
are waived, the interest rate on a Student Loan is reduced by not in excess of 2% per annum after the Borrower has
made the first forty-eight (48) monthly payments on time and/or the interest rate on a Student Loan is reduced by not
in excess of .25% per annum if the borrower makes payment by automated clearing house (or comparable)
authorization; and any other program if the Trustee shall have received written evidence from each Rating Agency
that treating such program as an Approved Borrower Benefit Program will not resuit in the withdrawal or reduction
of any rating applicable to the Obligations.

“Auction” shall mean with respect to a Series of Auction Rate Securities the implementation of the
Auction Procedures with respect to such Series on an Auction Date,

“Auction Agent” shall mean the Initial Auction Agent unless and until a Substitute Auction Agent
Agreement becomes effective, after which the Auction Agent shall mean the Substitute Auction Agent.

“Auction Agent Agreement” shall mean the Initial Auction Agent Agreement, unless and untii a
Substitute Auction Agent Agreement is entered into and effective after which Auction Agent Agreement shall mean
such Substitute Auction Agent Agreement.

“Auction Agent Fee” shall mean the fee paid to the Auction Agent for conducting auctions
pursuaint to the Auction Agent Agreement.

“Auction Date” shall mean, with respect to each Series of Auction Rate Securities and Obligations
of such Series, the date on which the rate of interest to be borne by Obligations of such Series of Auction Rate
Securities for the succeeding Auction Period is determined in accordance with the Indenture which date shall be,
subject to modification as provided in the Indenture, the Business Day preceding the first day of such Auction
Period.

“Auction Period” shall mean (a) with respect to a Series of Obligations constituting Auction Rate
Tax-Exempt Bonds, a period beginning on a Weekday (provided that such date is a Business Day and otherwise on
the next succeeding Business Day) and ending on, and including, the day immediately preceding the same Weekday
in the fifth week thereafter (provided that such Weekday is a Business Day and otherwise on the day immediately
preceding the first Business Day next succeeding such Weekday), as the same may be changed pursuant to the
Indenture; (b) with respect to a Series of Obligations constituting Auction Rate Taxable Notes, a period beginning
on a Weekday (provided that such date is a Business Day and otherwise on the next succeeding Business Day) and
ending on, and including, the day immediately preceding the same Weekday in the fourth week thereafter (provided
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that such Weekday is a Business Day and otherwise on the day immediately preceding the Business Day next
succeeding such Weekday), and as the same may be changed pursuant to the Indenture; and (c) with respect to each
Series of Additional Obligations, such period as shall be described in the Applicable Series Supplement. If the first
day of any Auction Period would otherwise be a day other than a Business Day, such Auction Period shall begin on
the next succeeding Business Day; and if the last day of any Auction Period would otherwise immediately precede a
day which is not a Business Day, such Auction Period shall end on the last day preceding the first Business Day
following what would otherwise have been the last day of Auction Period.

“Auction Period Adjustment” shall mean the change, from time to time, in the length of an
Auction Period; provided that no Auction Period may be shorter than 7 days or longer than one year.

“Auction Procedures” shall mean the procedures set forth in the Indenture for conducting an
Auction, as summarized in APPENDIX D, “AUCTION PROCEDURES--AUCTION RATE TAX-EXEMPT
BONDS".

“Auction Rate” shall mean, with respect to the interest rate on Obligations of each Series of
Auction Rate Securities, the interest rate for the Obligations of such Series that results from implementation of the
Auction Procedures with respect to such Series.

“Auction Rate Adjustment Date” shall mean any date on which the rate of interest borne by a
Series of Obligations constituting Auction Rate Securities is subject to change, as set forth in the Indenture, which
shall be the first day of each Auction Period for such Series.

“Auction Rate Securities” shall mean, collectively, Auction Rate Tax-Exempt Bonds and Auction
Rate Taxable Notes.

“Auction Rate Tax-Exempt Bonds” shall mean Tax-Exempt Bonds bearing interest at Auction
Rates.

“Auction Rate Taxable Notes” shall mean Taxable Notes bearing interest at Auction Rates.

“Authorized Denomination” shall mean, with respect to any Series of the Auction Rate Securities,
$100,000 or any integral multiple thereof and with respect to the Series 2000-B-3 Bonds, $5,000 and any mtegral
multiple thereof.

“Authorized Officer”, when used with reference to the Corporation, shall mean the board chair,
the board vice-chair, the president, any vice president, the executive director or other person designated in writing to
the Trustee from time to time by the Board.

“Balance”, when used with reference to any Account, Subaccount or Fund, shall mean the
aggregate sum of all assets standing to the credit of such Account, Subaccount or Fund, including, without
limitation: Investment Securities computed at the Value of Investment Securities; Pledged Student Loans computed
at the Aggregate Market Value thereof; and lawful money of the United States; provided, however, that the Balance
of any Fund, Account or Subaccount shall not include amounts standing to the credit thereof which are being held
therein for (A) the payment of past due and unpaid interest on Obligations and (B) the payment of interest on
Obligations that are deemed no longer Outstanding as a result of the defeasance thereof.

“Base Net Loan Rate” shall mean the greater of: (i) the rate of interest per annum (rounded to the
next highest one-hundredth of one percent) equal to the applicable United States Treasury Security Rate plus 1.50%
(with the applicable United States Treasury Security Rate being, for Auction Periods of 180 days or less, the rate for
91-day United States Treasury securities and the applicable United States Treasury Security Rate being, for Auction
Periods of more than 180 days, the rate for one-year United States Treasury securities); or (ii) the rate of interest
computed in accordance with a Corporation Order delivered to the Trusiee and accompanied by wriiten evidence
from each Rating Agency that computing the Base Net Loan Rate in accordance with such Corporation Order will
not cause the withdrawal or reduction of any Rating or Ratings then applicable to any of the Obligations.
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“Beneficiary” shall mean any of the Senior Beneficiaries or any of the Subordinate Beneficiaries,

“Bid” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, set forth in
APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“Bidder” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, set forth in
APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“BMA" shall mean the Bond Market Association, its successors and assigns.

“BMA Index” shall mean on any date, a rate determined on the basis of the seven-day high grade
market index of tax-exempt variable rate demand obligations, as produced by Municipal Market data and published
or made available by BMA or any Person acting in cooperation with or under the sponsorship of BMA and
acceptable to the Market Agent, and effective from such date.

“Board” shall mean the Board of Directors of the Corporation.

“Board Resolution” shall mean a copy of a resolution, certified by the secretary, an assistant
secretary or an Authorized Officer of the Corporation to have been duly adopted by the Board and to be in full force
and effect on the date of such certification, and delivered to the Trustee.

“Bond Fees” shall mean the fees, costs and expenses (including reasonable attorneys’ fees and
expenses) of the Trustee, Auction Agents, Broker-Dealers, Bond Counsel, rating agencies and Independent
Accountants incurred by the Corporation in carrying out and administering its powers, duties and functions under its
charter of incorporation, its bylaws, the Contract of Insurance, any Certificate of Insurance, any Guarantee
Agreement, the Participation Agreement, the Student Loan Purchase Agreements, the Indenture, the Program, the
Higher Education Act or any requirement of the laws of the United States or the State with respect to the Program or
any requirements or any regulations promulgated pursuant to such laws, as such powers, duties and functions relate
to the Obligations.

“Bond Year” shall mean each twelve-month period ending on December 31.

“Broker-Dealer” shall mean the Initial Broker Dealer and any party or parties designated by the
Corporation as a Broker-Dealer for a Series of Obligations constituting Auction Rate Securities; provided that each
Broker-Dealer must (a) be a Participant (or an affiliate of a Participant); (b) be a broker or dealer (each as defined in
the Securities Exchange Act), commercial bank or other entity permitted by law to perform the functions required of
a Broker-Dealer set forth in the Auction Procedures; and (c) have entered into a Broker-Dealer Agreement that is in
effect on the date of reference.

“Broker-Dealer Agreement” shall mean each agreement between the Auction Agent and a
Broker-Dealer, approved by the Corporation, pursuant to which the Broker-Dealer agrees to participate in Auctions
as set forth in the Auction Procedures, as from time to time amended or supplemented. Each Broker-Dealer
Agreement shall be substantially in the form of the Broker-Dealer Agreement, dated as of July 1, 1999, between the
Initial Auction Agent and the Initial Broker-Dealer.

“Broker-Dealer Fee” shall mean the fee paid to Broker-Dealers pursuant to a Broker-Dealer
Agreement.

“Budgeted Administrative Expenses” shall mean, with respect to each Fiscal Year, an amount of
Administrative Expenses budgeted by the Corporation for such Fiscal Year, as evidenced by a Board Resolution;
provided that in establishing such budget the Board shall take into consideration certain requirements of the
Indenture; and provided further that the Budgeted Administrative Expenses for future months and Fiscal Years shall,
until the Trustee receives a new Board Resolution budgeting different amounts, be assumed to be in an amount equal
1o the Administrative Expenses budgeted in the most recent applicable Board Resolution received by the Trustee.
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“Business Day” shall mean any day other than a Saturday, a Sunday, or a legal holiday or the
equivalent (other than a moratorium) for banking institutions generally in either the City of New York, New York,
or the city in which the principal corporate trust office of the Trustee is located or a day on which the New York
Stock Exchange is not open.

“Carry-over Amount” shall mean the excess, if any, of (a) the amount of interest on any Taxable
Note that would have accrued with respect to the related Auction Period at the applicable Auction Rate over (b) the
amount of interest on such Taxable Note that actually accrued with respect to such Auction Period based on the
applicable Net Loan Rate, together with the unreduced portion of any such excess from prior Auction Periods;
provided that any reference to “principal” or “interest” in this Official Statement shall not include within the
meanings of such words any Carry-over Amount or any interest accrued on any Carry-over Amount.

“Cash Flow Certificate” shall mean a Corporation Certificate (i) setting forth for the then current
and each future Bond Year during which Obligations will be Outstanding:

(A) the amount of revenues reasonably expected to be received in each such Bond Year that
are reasonably expected to be available to pay Debt Service with respect to the Obligations, Bond Fees, and
Administrative Expenses; and

(B) the aggregate Debt Service with respect to the Obligations for each Bond Year on all
Obligations expected to be Outstanding, all reasonably expected Bond Fees and all reasonably expected
Administrative Expenses;

and (ii) demonstrating that in each such Bond Year the aggregate of the amounts set forth in clause {i}(A) above
exceeds the aggregate of the amounts set forth in clause (i}(B) above.

Each Cash Flow Certificate provided as a condition to any particular action shall be based upon an
assumption that such action has been taken, upon the Corporation’s expectations as to all effects of such action and
otherwise upon such assumptions as the Corporation shall determine to be reasonable.

“Certificate of Insurance” shall mean a certificate of federal loan insurance issued with respect to a
Student Loan by the Secretary of Education pursuant to the provisions of the Higher Education Act, (including, but
not limited to, a certificate of comprehensive insurance with respect to Consolidation Loans).

“Change of Tax Law” shall mean any amendment to the Code or other statute enacted by the
Congress of the United States or any temporary or final regulation promulgated by the United States Treasury after
the date of the Original Indenture which (a) changes or would change any deduction, credit or other allowance
aliowable in computing liability for any federal tax with respect to, or (b) imposes or would impose or reduces or
would reduce or increases or would increase any federal tax (including, but not limited to, preference or excise
taxes) upon, any interest earned by any beneficial owner of the Auction Rate Tax-Exempt Bonds.

“Closing Date” shall mean with respect to the Offered Obligations, the Delivery Date set forth on
the cover page of this Official Statement.

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

“Commercial Paper Dealers” shall mean the Initial Commercial Paper Dealer, its successors and
assigns, and any other commercial paper dealer appointed as provided in the Indenture.

“Consolidation Loan” shall mean a Student Loan authorized under Section 428C of the Higher
Education Act.

“Contract of Insurance” shall mean the Contract of Federal Loan Insurance, effective August 12,

1982, entered into between the Trustee and the Secretary of Education, and any amendment thereto and any
comparable agreement entered into between any successor Trustee and the Secretary.
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“Conversion” shall mean with respect to a Series of Obligations bearing interest at Auction Rates,
conversion of the Obligations of such Series to bear interest at other than Auction Rates, with respect to a Series of
Obligations bearing interest at Weekly Rates, conversion of the Obligations of such Series to bear interest at other
than Weekly Rates, and with respect to a Series of Obligations bearing interest at Adjustable Rates, conversion of
the Obligations of such Series to bear interest at other than Adjustable Rates.

“Conversion Date” shall mean an Auction Rate Conversion Date, 2 Weekly Rate Conversion Date,
an Adjustable Rate Conversion Date or a Fixed Rate Conversion Iate, as applicable.

“Corporation Swap Payment” shall mean a payment due to a Swap Counterparty from the
Corporation and/or the Trustee pursuant to a Swap Agreement (including, but not limited to, payments in respect of
any early termination of a Swap Agreement).

“Counterparty Swap Payment” shall mean a payment due to the Corporation and/or the Trustee
from a Swap Counterparty pursuant to a Swap Agreement (including, but not limited to, payments in respect of any
early termination of a Swap Agreement).

“Credit Enhancement Facility” shall mean an insurance policy insuring, or a letter of credit or
surety bond providing a direct or indirect source of funds for, the timely payment of principal of and interest on
Obligations of a specified Series, or a specified Series and maturity or maturities (but not necessarily principal due
upon acceleration thereof), and all agreements entered into by the Corporation and/or the Trustee with respect
thereto.

“Credit Enhancement Fees” shall mean fees payable to Credit Enhancement Facility Providers.

“Credit Enhancement Facility Provider” shall mean any institution or institutions engaged by the
Corporation (i) pursuant to a Remarketing Agreement, to provide credit enhancement or liquidity for the
Corporation’s obligation to repurchase or redeem any or all Obligations of a Series subject to remarketing which
have not been remarketed, or (ii) pursuant to a Credit Enhancement Facility, to provide credit enhancement for the
payment of the principal of and interest on any or all of the Obligations of a Series.

“Debt Service” when used with respect to Obligations, shall mean, as of any particular date and
with respect to any particular period, the aggregate of the moneys to be paid on such date or during such period for
the payment of the principal of and Interest on such Obligations, net of amounts to be received under Swap
Agreements, and all payments with respect to any Swap Agreement, Credit Enhancement Facility or Remarketing
Agreement.

“DTC” shall mean The Depository Trust Company (a limited purpose trust company), New Youk,
New York.

“Discount Obligation” shall mean (i) any Obligation or Obligations offered for sale to the public
or sold to the initial purchaser thereof at the time of sale thereof by the Corporation at an initial reoffering price or
initial principal amount of less than 98% of the principal amount at maturity thereof, without reduction to reflect
underwriter’s discount or placement agent’s fees, and (ii} any other Obligation or Obligations of a Series designated
as Piscount Obligations in the Series Supplement authorizing the issuance of such Series of Obligations.

“Effective Student Loan Rate” shall mean, for purposes of computing the Adjusted Net Loan Rate
on an Auction Date, the aggrepate earnings (taking into account borrower interest, Interest Benefit Payments,
Special Allowance Payments, rebate fees on Consoclidation Loans and projected reductions based on borrower
incentive programs) which accrued on all Pledged Student Loans during the second calendar month preceding such
Auction Date (annualized on the basis of actual days in such month) divided by the average of the outstanding
principal of all Pledged Student Loans as of the first and last days of such calendar month (or, if the Corporation
deterrunes that, as a result of significant changes during such month in the outstanding principal of Pledged Student
Loans, use of the average of the outstanding principal of all Pledged Loans as of the first and last days of such
calendar month is inappropriate, the Corporation’s best estimate of the average daily aggregate outstanding balance
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of principal of Pledged Student Loans during such month). Computations of accrued Special Allowance Payments
will be based, at the Corporation's option, on either: Special Allowance Payments received during the preceding
calendar quarter; or the Corporation's best estimate, based on auctions of United States Treasury Securities occurring
prior to the date of computation, of Special Allowance Payments actually accruing during such month.

“Eligible Borrower” shall mean a borrower who is eligible under the Higher Education Act and
applicable laws of the State to be the obligor of a loan for financing a program of post-secondary education.

“Eligible Institution” shall mean an “cligible institution” as defined under the Higher Education
Act.

“Eligible Loan” shall mean a fully or partially disbursed Student Loan which: (a) is either Insured
or Guaranteed and (unless the Corporation shall have provided to the Trustee written advice from each Rating
Agency that treating an Insured or Guaranteed Loan which is not an “cligible loan” for purposes of receiving Special
Allowance Payments as an Eligible Loan will not cause the withdrawal or reduction of any rating or ratings then
applicable to any of the Obligations)is an “eligible loan” for purposes of receiving Special Allowance Payments; (b)
is either (i) a PLUS Loan, a Consolidation Loan or an SLS Loan, (i} (A} an “eligible loan” under the Higher
Education Act for purposes of receiving Interest Benefit Payments or (B) if Interest Benefit Payments are abolished
by any change in any law or regulations or the official interpretation thereof, loans which provide for payment of
interest by the borrower thereunder and such payment of interest is either Insured or Guaranteed and not subject to
any deferment or (C) an unsubsidized Guaranteed Loan made under Section 428H of the Higher Education Act
(with respect to which Interest Benefits Payments will not be made) or (iii) a type of loan authorized under law
enacted subsequent to the date of the Indenture if the Corporation shall have provided to the Trustee written advice
from each Rating Agency that treating such a type of loan as an Eligible Loan will not cause the withdrawal or
reduction of any rating or ratings then applicable on any of the Obligations; (c) except to the extent affected by an
Approved Borrower Benefit Program, bears interest at a rate not less than 1.00% per annum below the maximum
applicable interest rate permitted under the Higher Education Act with respect to the Student Loan in question at the
time such Student Loan was made; (d) was either originated by the Corporation or the Trustee acting on behalf of
the Corporation or was purchased by the Corporation, directly or indirectly, from a Lender pursuant to a Student
Loan Purchase Agreement; (¢) does not exceed the maximum outstanding loan limitations described in the Higher
Education Act; and (f) has not been tendered at any time for payment to and rejected by either the Secretary or any
guarantee agency, including any Guarantor, for payment, unless all defects which caused such rejection have been
cured.

“Existing Holder” shall mean, (i) with respect to and for the purpose of dealing with an Auction
Agent in connection with the Auction, a Person who is a Broker-Dealer listed in the Existing Holder Registry at the
close of business on the Business Day immediately preceding such Auction, and (ii) with respect to and for the
pumpose of dealing with the (or a) Broker-Dealer in connection with an Auction, a Person who is a Beneficial Owner
of Obligations subject to that Auction.

“Existing Holder Registry” shall mean the registty of Persons who are Existing Holders
maintained by the Auction Agent as provided in the Auction Agent Agreement.

“Federal Reimbursement Contracts” shall mean the agreemeni(s) between a Guarantor and the
Secretary providing for the payment by the Secretary of amounts authorized to be paid pursuant to the Higher
Education Act, including but not necessarily limited to, reimbursement of amounts paid or payable upon defaulted
Student Loans guaranteed by such Guarantor and Interest Benefit Payments and Special Allowance Payments, if
applicable, to holders of qualifying Student Loans guaranteed by such Guarantor.

“Fiscal Year” shall mean a period of 12 consecutive calendar months commencing on January 1 of
any year and ending on December 31 of such year, or such other period of 12 consecutive calendar months as may

be designated as the Fiscal Year for the Corporation.

“FISL Loans” shall mean student loans insured under the FISL Program.
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“FISL. Program” shall mean the federal loan insurance program created under the Higher
Education Act whereby the Secretary of Education directly insures the repayment of at least eighty percent (80%) of
the principal of (or in certain cases up to one hundred percent (100%) of the principal of and accrued interest on)
Student Loans under the Higher Education Act.

“Fitch” shall mean Fitch IBCA, Inc., and its successors and assigns, and if Fitch shall be dissolved
or liquidated or shall no longer perform the function of a securities rating agency, "Fitch" shall be deemed to refer to
any other nationally recognized securities rating agency designated by the Trustee at the written direction of the
Corporation.

“Fixed Rate” shall mean the rate at which the Obligations of any Series shall bear interest from
and including the Fixed Rate Conversion Date for such Series to the maturity dates thereof.

“Fixed Rate Conversion Date” shall mean, with respect to a Series of Obligations, the date on
which such Series of Obligations are converted to bear interest at a Fixed Rate pursuant to the Indenture.

“(General Rating Category” shall mean one of the general rating categories of any Rating Agency,
without regard to any refinement or graduation of such rating category by a numerical modifier, a plus or minus or
otherwise.

“Government Obligations” shall mean noncallable bonds, notes or other direct evidences of
indebtedness of the United States of America or any other noncallable and nonprepayable obligation unconditionally
guaranteed as to the full and timely payment of principal and interest by the United States of America; specifically
excluding money market mutual funds and unit investment trosts.

“(juarantee” or “Guaranteed” shall mean, with respect to a Student Loan, the guarantee by a
Guarantor of not less than ninety-eight percent (98%) (or such lower percentage as shall be specified in a
Corporation Order delivered to the Trustee and accompanied by written evidence from each Rating Agency that
using such lower percentage in determining whether a Student Loan 1s Guaranteed will not cause the reduction or
withdrawal of any rating or ratings then applicable to any Obligations) of the principal of and accrued and unpaid
interest on such Student Loan.

“Guarantee Agency” shall mean (i) USAF, (i) TSAC, (iii) KHEAA, (iv} LASFAC, or (v)
PHEAA, each constituting a “Guaranty Agency” under Section 435(3) of the Higher Education Act.

“Guarantee Agreement” shail mean the Agreements to Guarantee Loans between the Trustee and
Guarantors, including any supplements or amendments thereto.

“Guarantee Program” shall mean a Guarantee Agency’s student loan insurance programs pursuant
to which such Guarantee Agency guarantees Student Loans.

“Guaranteed Loan” shall mean a Student Loan which is Guaranteed.

“Guarantors” shall mean USAF, TSAC, KHEAA, LASFAC, PHEAA and all Other Qualified
Guarantors.

“Higher Education Act” shall mean Title TV, Part B and Part F, of the Higher Education Act of
1965, as amended or supplemented from time to time, and all regulations, directives, bulletins and guidelines
promulgated thereunder.

“Hold Order” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, as set
forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“Holder” or “Owner” or “Registered Owner”, when used with respect to any Obligations, shall
mean the Person in whose name an Obligation is registered in the Bond Register.

B-10



“Independent” when used with respect to any specified Person shall mean such a Person who: (1}
is in fact independent; (2) does not have any direct financial interest or any material indirect financial interest in the
Corporation, other than the payment to be received under a contract for services to be performed by such Person;
and (3) is not connected with the Corporation as an official, officer, employee, promoter, underwriter, trustee,
partner, affiliate, subsidiary, director or Person performing similar functions.

“Index” shall mean on any Auction Date, (i) with respect to Auction Rate Tax-Exempt Bonds with
an Auction Period of 60 days or less, the BMA Index, or if such rate is not published by the BMA, the Index so
determined by the Market Agent which shall equal the prevailing rate for Obligations rated in the highest short-term
rating category by each Rating Agency (other than Fitch, and, if rated by Fitch, rated by Fitch in its highest short
term rating category) in respect of issuers most closely resembling the "high grade” component issuers selected by
BMA that are subject to tender by the holders thereof for purchase on not more than seven days' notice and the
interest on which is (a) variable on a weekly basis, (b) excludable from gross income for federal income tax
purposes under the Code, and (¢) subject to an "alternative-minimum tax" or similar tax under the Code, unless all
tax-exempt Obligations are subject to such tax, and (ii) with respect to the Auction Rate Tax-Exempt Bonds with an
Auction Period of more than 60 days, the Index so determined by the Market Agent which shall equal the average
yield on no less than three publicly offered securities selected by the Market Agent which are offered at par, have
substantially the same underlying security, bear interest determined for approximately the same period as the
relevant Auction Rate Period on the Auction Rate Tax-Exempt Bonds, bear interest subject to the alternative-
minimum tax, and are rated by each Rating Agency (other than Fitch} no lower than its second highest General
Rating Category, and, if rated by Fitch, rated no lower than its second highest General Rating Category. If the Index
cannot be determined as provided above, a comparable substitute index selected by the Market Agent with the
approval of the Corporation may be used.

“Initial Auction Agent” shall mean Bankers Trust Company, a New York corporation, its
successors and assigns.

“Initial Auction Agent Agreement” shall mean the Auction Agent Agreement, dated as of July 1,
1999, between the Corporation and the Initial Auction Agent, including any amendment thereof or supplement
thereto.

“Initial Auction Rate Period” shall mean with tespect to the Series 2000-A-4 Bonds, the period
from the Applicable Date of Issuance to and including September 27, 2000.

“Initial Broker-Dealer” shatl mean Salomon Smith Bamey Inc., and its successors and assigns.

“Initial Commercial Paper Dealer” shall mean Salomon Smith Bamey Inc., and its successors and
assigns.

“Initial Market Agent” shall mean Salomon Smith Barney Inc., and its successors and assigns.

“Insurance” or “Insured” or “Insuring” shall mean, with respect to a Student Loan, the insuring by
the Secretary of Education (as evidenced by a Certificate of Insurance or other document or certification issued
under the provisions of the Higher Education Act) under the Higher Education Act of one hundred percent {100%)
of the principal of and accrued interest on such Student Loan; provided, however, that a Student Loan for which an
application for insurance commitment was received by the Secretary of Education prior to March 1, 1973, shall be
deemed Insured if insured by the Secretary of Education to the extent of one hundred percent (100%) of the
principal amount of such Student Loan and if at the same time the Corporation acquires such a pre- March 1, 1973,
Student Loan it also acquires an Insured Loan executed by the same borrower after March 1, 1973,

“Insured Loan” shall mean & Student Loan which is Insured.

“Interest Benefit Payments” shall mean interest payments on Student Loans received pursuant to
an Interest Benefits Agreement.
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“Interest Benefits Agreement” shall mean the agreements, pursuant to Section 428(b) of the
Higher Education Act, between each Guarantor and the Secretary whereby the Secretary agrees to pay to holders of
Student Loans Guaranteed by such Guarantor the portion of the interest charges on such loans which the obligors are
entitled to have paid on their behalf pursuant to Sections 428(a)(1) and 428(a)(2) of the Higher Education Act.

“Interest Payment Date” shall mean (a) when used with respect to payment of interest accruing on
Tax-Exempt Bonds at Auction Rates, each March 1, and September 1 (except as changed pursuant to the Indenture
and except that the first Interest Payment Date for the Series 2000-A-4 Bonds shall be March 1, 2001); (b) when
used with respect to payment of interest accruing on Taxable Notes at Auction Rates for Auction Periods of less than
180 days, the first day of the next Auction Period and any Conversion Date (except as changed pursuant to the
Indenture); {c) when used with respect to payment of interest accruing on Taxable Notes at Auction Rates for
Auction Periods of 180 days or longer, each March 1 and September 1 (except as changed pursuant to the
Indenture); (d) when used with respect to payment of interest accruing on Obligations of a Series at Weekly Rates,
each March 1 and September 1 or such other dates as may be provided in the Applicable Series Supplement or the
Corporation Order directing conversion of such Series to Weekly Rates; () when used with respect to payment of
interest accruing on Obligations of a Series at Adjustable Rates, each March 1 or September 1 or such other dates as
may be provided for a Series in the Applicable Series Supplement or the Corporation Order directing conversion of
such Series to Adjustable Rates; (f) when used with respect to payment of interest accruing on Obligations at a Fixed
Rate, the first day of each March and September to which interest at such rate has accrued {except that the first
Interest Payment Date for the Series 2000-B-3 Bonds shall be March 1, 2601); and (g) when used with respect to
payment of interest accruing on Obligations at the Credit Enhancement Facility Issuer Rate, each March 1 or
September 1 or such other dates as may be provided for a Series in the Applicable Series Supplement or the
Corporation Order directing conversion of such Series to Weekly Rates or Adjustable Rates.

“Investment Securities” shali mean any of the following unless the Corporation has determined
that the same are not at the time legal investments of the Corporation’s moneys:

(a) interest bearing time deposits, rate guarantee agreements and other similar banking
arrangements with a2 commercial bank (which may include the Trustee) or trust company having capital and surplus
aggregating at least $50,000,000 or with any government bond dealer or corporate parent of a wholly owned
subsidiary that constitutes a government bond dealer reporting to, trading with, and recognized as a primary dealer
by the Federal Reserve Bank of New York having capital aggregating at least $50,000,000 or with any corporation
which is subject to regulation by the Board of Governors of the Federal Reserve System pursuant to the
requirements of the Bank Holding Company Act of 1956; provided that if the investment is for a period exceeding
one year, such commercial bank, trust company, government bond dealer or bank holding company shall have long-
term unsecured debt rated by each Rating Agency (other than Fitch) not lower than its third highest applicable
Specific Rating Category (and if rated by Fitch, rate not lower than Fitch’s third highest applicable Specific Rating
Category) and if the investment is for a period of less than one year, such commercial bank, trust company,
government bond dealer or bank holding company shail have short-term unsecured debt rated by each Rating
Agency (other than Fitch) not lower than its highest applicable Specific Rating Category (and if rated by Fitch rated
not lower than Fitch’s highest applicable Specific Rating Category);

(b} bonds, notes or other direct evidences of indebtedness of the United States of America or
any other obligation unconditionally guaranteed as to the full and timely payment of principal and interest by the
United States of America, including money market mutual funds and unit investment trusts, if rated by each Rating
Agency (other than Fitch) not lower than its highest Specific Rating Category (and if rated by Fitch rated not lower
than Fitch’s highest applicable Specific Rating Category);

(c) bonds, notes or other evidences of indebtedness issued or guaranteed by the Federal
National Mortgage Association, the Student Loan Marketing Association, the Federal Farm Credit Bank, the Federal
Intermediate Credit Banks, the Export-Import Bank of the United States, Federal Land Banks with outstanding
obligations rated by each Rating Agency (other than Fitch) in its highest applicable Specific Rating Category (and if
rated by Fitch rated in Fitch’s highest applicable Specific Rating Category), the Tennessee Valley Authority, the
Government National Mortgage Association, the Federal Financing Bank, the Farmers Home Administration,
Federal Home Loan Banks, or the Federal Home Loan Mortgage Corporation;
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(d) bonds, notes or other evidence of indebtedness issued by any public housing agency or
municipality in the United States of America, which bonds or obligations are fully secured as to the payment of both
principal and interest by a pledge of annual contributions under an annual contributions contract or contracts with
the United States government, or project notes issued by any public housing agency, urban renewal agency or
municipality in the United States of America and fully secured as to payment of both principal and interest by a
requisition, loan or payment agreement with the United States government and which obligations are rated, if such
obligations have a term of less than one year, by each Rating Agency (other than Fitch) not lower than in its highest
applicable Specific Rating Category (and if rated by Fitch, rated not lower than in Fitch’s highest applicable Specific
Rating Category), and if such obligations have a term of one year or longer, by each Rating Agency (other than
Fitch) not lower than in its third highest applicable Specific Rating Category (and if rated by Fitch, rated not lower
than in Fitch’s third highest applicable Specific Rating Category);

(&) bankers acceptances drawn on and accepted by banks (which may include the Trustee),
and certificates of deposit or commercial paper of banks (which may include the Trustee), with a2 combined capital
and surplus aggregating at least $100,000,000 and the unsecured securities or deposits of which are, at the time of
acquisition, rated, if such obligations have a term of less than one year, by each Rating Agency (other than Fitch) not
lower than in its highest applicable Specific Rating Category (and if rated by Fitch, rated not lower than in Fitch’s
highest applicable Specific Rating Category), and if such obligations have a term of one year or longer, by each
Rating Agency (other than Fitch) not lower than in its third highest applicable Specific Rating Category (and if rated
by Fitch, rated not lower than in Fitch’s third highest applicable Specific Rating Category), or the branches or
banking subsidiaries thereof located outside the United States;

(f) interest-bearing notes rated, if such notes have a term of less than one year, by each
Rating Agency (other than Fitch), not lower than in its highest applicable Specific Rating Category {and if rated by
Fitch, rated not lower than in Fitch’s highest applicable Specific Rating Category), and if such notes have a term of
one year or longer, by each Rating Agency (other than Fitch) not lower than in 1ts third highest applicable Specific
Rating Category (and if rated by Fitch, rated not lower than in Fitch’s third highest applicable Specific Rating
Category), issued by a bank or bank holding company (which may include the Trustee) which has a combined
capital and surplus aggregating at least $50,000,000 or commercial paper rated by each Rating Agency (other than
Fitch) not lower than its second highest applicable Specific Rating Category (and if rated by Fitch, rated not lower
than in Fitch’s highest applicable Specific Rating Category), issued by any other entity,

(g) repurchase agreements involving the purchase and resale of investments described in
paragraphs (b), (¢c) and (d) above; provided, that (i) the purchase price of any such agreement shall at no time exceed
the fair market value of the investments underlying the same, (ii) each such agreement shall provide for the payment
of cash or deposit of additional investments at least weekly so that the sum of the fair market value of investments
and the amount of cash underlying the same shall remain at least equal to the purchase price thereof, (iii) the Trustee
shall take physical possession of such investments or the Trustee shall be named as the record owner of such
investments in the records of a Federal Reserve Bank, in each case no later than the time the purchase price therefor
is paid by the Trustee, (iv) the other party to such repurchase agreement shall be a commercial bank (which may be
the Trustee) or savings and loan association incorporated under the laws of the United States or any state thereof or
the District of Columbia or a securities firm registered under the Securities Exchange Act of 1934, in either case
having combined capital and surplus of at least $50,000,000, (v) the repurchase obligations are at the demand of the
Trustee or have a maturity of less than one year, and (vi) the Trustee shall have received written confirmation from
each Rating Agency that treating such repurchase agreement as an Investment Security will not result in the
withdrawal or reduction of any rating applicable to any of the Obligations;

{h) any money market fund, including a qualified regulated investment company described in
IR.S. Notice 87-22, rated by cach Rating Agency (other than Fitch) not lower than its highest applicable Specific
Rating Category (and if rated by Fitch, rated not lower than in Fitch’s highest applicable Specific Rating Category);

(i) investment agreements or guaranteed investment contracts issued by banks (which may
include the Trustee) with a combined capital and surplus aggregating at least $100,000,000 or by any other entity
whose debt, unsecured securities, deposits or claims paying ability is, at the time of acquisition, rated: if such
investment agreement or guaranteed investment contract has a term of less than one year, by each Rating Agency
(other than Fitch) not lower than in its highest applicable Specific Rating Category (and if rated by Fitch, rated not

B-13



lower than in Fitch’s highest applicable Specific Rating Category), and if such investment agreement or guaranteed
investment contract has a term of one year or longer, by each Rating Agency {other than Fitch) not lower than in its
third highest applicable Specific Rating Category (and if rated by Fitch, rated not lower than in Fitch’s third highest
applicable Specific Rating Category);

() interest-bearing notes or investment agreements secured by one or more letters of credit
issued by banks (which may include the Trustee) with a combined capital and surplus aggregating at least
$100,000,000 or by a surety issued by an insurance company, in each case the unsecured securities, deposits or
claims paying ability of which is rated, at the time of acquisition, if such note or investment agreement has a term of
less than one year, by each Rating Agency (other than Fitch) not lower than in its highest applicable Specific Rating
Category (and if rated by Fitch, rated not lower than in Fitch’s highest applicable Specific Rating Category), and if
such note or investment agreement has a term of one year or longer, by each Rating Agency (other than Fitch) not
lower than in its third highest applicable Specific Rating Category (and if rated by Fitch, rated not lower than in
Fitch’s third highest applicable Specific Rating Category);

(&3 obligations of or guaranteed by state or local governments which are rated, if such
obligations have a term of Iess than one year, by each Rating Agency (other than Fitch) not lower than in its highest
applicable Specific Rating Category (and if rated by Fitch, rated not lower than in Fitch’s highest applicable Specific
Rating Category), and if such obligations have a term of one year or longer, by each Rating Agency (other than
Fitch) not lower than in its third highest applicable Specific Rating Category (and if rated by Fitch, rated not lower
than in Fitch’s third highest applicable Specific Rating Category);

0 certain repurchase agreements or investments specified in the Indenture or a Series
Supplement; and

(m) any other investments, if the Trustee shall have received written evidence that treating
such investment as an Investment Security wili not cause the withdrawal or reduction of any rating or ratings then
applicable to the Obligations.

“KHEAA” shall mean Kentucky Higher Education Assistance Authority, and its lawful successors
and assigns.

“] ASFAC” shall mean Louisiana Student Financial Assistance Commussion, and its lawful
successors and assigns.

“Lender” shall mean (a) any “eligible lender” as defined in the Higher Education Act, permitted to
participate as  seller of Student Loans to the Corporation under the Program and which has received an eligible
lender designation from the Secretary of Education with respect to Insured Loans, or from a Guarantor with respect
to Guaranteed Loans; (b) with respect to Rehabilitated Loans, a Guarantor; or (c) any other party authorized to hold
or own Student Loans under the Higher Education Act.

“Mandatory Tender Date” shall mean, with respect to any Series of the Obligations affected
thereby, any date on which the Obligations of such Series are subject to mandatory tender pursuant to the Indenture.

“Market Agent” shall mean the Initial Market Agent unless and until a Substitute Market Agent
Agreement is entered into, after which Market Agent shall mean the Substitute Market Agent.

“Market Agent Agreement” shall mean the Market Agent Agreement, dated as of July 1, 1999,
between the Trustee and the Initial Market Agent, as approved by the Corporation until and unless a Substitute
Market Agent Agreement is effective, afier which Market Agent Agreement shall mean such Substitute Market
Agent Agreement, in each case as from time to time amended or supplemented.

“Master Note” means a Master Promissory Note in the form mandated by Section 432(m)(1)(D) of
the Higher Education Act, as added by Pub. L. 105-244, § 427, 112 Stat. 1702 (1998), 20 U.S.C. § 1082(m)(1)(D)
evidencing one or more Pledged Eligible Loans.



“Maturity” or “Maturity Date” shall mean, when used with respect to any Obligation, the date on
which the principal of such Obligations becomes due and payable as provided therein, in the Indenture or in the
Series Supplement authorizing insurance thereof, whether at the Stated Maturity or by declaration of acceleration,
call for redemption or otherwise.

“Maximum Rate” shall mean, as of any date of determination, (w) with respect to Auction Rate
Tax-Fxempt Bonds, the interest rate per annum equal to the least of {A) the product of the Applicable Percentage
multiplied by the higher of (i) the After-Tax Equivalent Rate as of such date and (ii) the Index as of such date, and
(B} fourteen percent (14%), and {C) the highest rate the Issuer may legally pay, from time to time, as interest on
such Tax-Exempt Bonds; (x) with respect to Auction Rate Taxable Notes, the interest rate per annum equal to the
least of (A) either (i) the Applicable LIBOR-Based Rate plus 1.50% (if the ratings assigned by each Rating Agency
to such Series of Taxable Notes are not lower than the second highest General Rating Category of such Rating
Agency) or (ii) the Applicable LIBOR-Based Rate plus 2.50% (if any one of the ratings assigned by any Rating
Agency to such Series of Taxable Notes is lower than the second highest General Rating Category of such Rating
Agency), (B) sixteen percent (16%) and (C) the highest rate the Issuer may legally pay, from time to time, as interest
on such Taxable Notes; (v) with respect to the Obligations bearing interest at a Variable Rate other than a Long
Rate, twelve percent (12%) per annum and (z) with respect to Obligations bearing interest at a Long Rate, eight
percent (8%) per annum. The ratings referred to this definition shall be the last ratings of which the Auction
Agent has been given written notice pursuant to the Auction Agent Agreement.

“Moody's” shall mean Moody's Investors Service, Inc., a corporation organized and existing under
the laws of the State of Delaware, its successors and their assigns, and, if such corporation shall be dissolved or
liquidated or shall no longer perform the functions of a securities rating agency, “Moody's” shall be deemed to refer
to any other nationally recognized securities rating agency designated by the Trustee.

“Net Loan Rate” shall mean, with respect to any Series of Auction Rate Taxable Notes and any
Auction Date, the Base Net Loan Rate, not to exceed the Maximum Rate, unless either: (a} the Market Agent shall
have advised the Corporation and the Trustee, not later than the third Business Day prior to such Auction Date, that
the interest rate per annum established in an auction of securities comparable to the Auction Rate Taxable Notes
during the seven day period preceding such notice exceeded the Base Net Loan Rate, computed as though the date
of auction of such comparable securities were an Auction Date hereunder; or (b) Sufficient Clearing Bids shall not
have been received (other than because all applicable Auction Rate Taxable Notes were subject to Hold Orders) at
the last Auction of Auction Rate Taxable Notes prior to such Auction Date. If the circumstances described in
clauses (a) or (b) above exist, “Net Loan Rate” shall mean the greater of: (i} the Base Net Loan Rate; and (ii} the
Adjusted Net Loan Rate, in either case not to exceed the Maximum Rate.

“Non-Payment Rate” shall mean, on any date of determination, (i) with respect to a Series of
Auction Rate Tax-Exempt Bonds, the interest rate per annum equal to the lesser of (a) 265% of the Index on such
date (as such percentage may be adjusted pursuant to the Indenture) and (b) fourteen percent (14%) and (i} with
respect to a Series of Auction Rate Taxable Notes, the interest rate per annum equal to One-Month LIBOR plus
1.50%, in either case not exceeding the Maximum Rate.

“Non-Trust Estate™ shall mean all properties, income, interests and funds which are specifically
excluded from the lien of the Indenture.

“Obligations” shall mean the Offered Obligations, the Prior Series Obligations and any Additional
Obligations issued pursuant to the Indenture.

“Offered Obligations™ shall mean the Offered Tax-Exempt Bonds.
“Offered Senior Obligations” shall mean, collectively, the Offered Senior Tax-Exempt Bonds.
“Offered Senior Tax-Exempt Bonds” shall mean the Series 2000-A-4 Bonds.

“Offered Subordinate Obligations™ shall mean the Offered Subordinate Tax-Exempt Bonds.



“Offered Subordinate Tax-Exempt Bonds™ shall mean the Series 2000-B-3 Bonds.

“Offered Tax-Exempt Bonds” shall mean, collectively, the Offered Senior Tax-Exempt Bonds and
the Offered Subordinate Tax-Exempt Bonds.

“One-Month LIBOR,” “Three-Month LIBOR,” *Six-Month LIBOR" or “One-Year LIBOR,” shall
mean the rate of interest per annum equal to the rate per annum at which United States dollar deposits having a
maturity of one month, three months, six months or one year, respectively, are offered to prime banks in the London
interbank market which appear on the Reuters Screen LIBOR Page as of approximately 11:00 a.m., London time, on
the applicable Auction Date. If at least two such quotations appear, One-Month LIBOR, Three-Month LIBOR, Six-
Month LIBOR or One-Year LIBOR, respectively, will be the arithmetic mean (rounded upwards, if necessary, to the
nearest one-hundredth of one percent) of such offered rates. If fewer than two such quotes appear, One-Month
LIBOR, Three-Month LIBOR, Six-Month LIBOR or One-Year LIBOR, respectively, with respect to such Auction
Period will be determined at approximately 11:00 a.m., London time, on such Auction Date on the basis of the rate
at which deposits in United States dollars having a maturity of one month, three months, six months or one year,
respectively, are offered to prime banks in the London interbank market by four major banks in the London
interbank market selected by (a) the Auction Agent or (b) the Trustee, as applicable, and in a principal amount of not
less than U. S. $1,000,000 and that is representative for a single transaction in such market at such time. The
Auction Agent or the Trustee, as applicable, will request the principal London office of each of such banks to
provide a quotation of its rate. If at least two quotations are provided, One-Month LIBOR, Three-Month LIBOR,
Six-Month LIBOR or One-Year LIBOR, respectively, with respect to such Auction Period, will be the arithmetic
mean (rounded upwards, if necessary, to the nearest one-hundredth of one percent} of such offered rates. If fewer
than two quotations are provided, One-Month LIBOR, Three-Month LIBOR, Six-Month LIBOR or One-Year
LIBOR, respectively, with respect to such Auction Period will be the arithmetic mean (rounded upwards, if
necessary, to the nearest one-hundredth of one percent) of the rates quoted at approximately 11:00 a.m., New York
City time on such Auction Rate Determination Date by three major banks in New York, New York selected by (1)
the Auction Agent or (i) the Trustee, as applicable, for loans in United States dollars to leading European banks
having a maturity of one month, three months, six months or one year, respectively, and in 2 principal amount equal
to an amount of not less than U. 8. $1,000,000 and that is representative for a single transaction in such market at
such time; provided, however, that if the banks selected as aforesaid are not quoting as mentioned in this sentence,
One-Month LIBOR, Three-Month LIBOR, Six-Month LIBOR or One-Year LIBOR, respectively, in effect for the
applicable Auction Period will be One-Month LIBOR, Three-Month LIBOR, Six-Month LIBOR or One-Year
LIBOR, respectively, in effect for the immediately preceding Auction Period.

“Order” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, as set forth in
APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS™.

“Qther Beneficiary” shall mean an Other Senior Beneficiary or an Other Subordinate Beneficiary.

“Other Qualified Guarantor” shall mean any agency or entity (other than USAF, LASFAC,
PHEAA, TSAC and KHEAA) which guarantees Student Loans; provided that the Corporation shall have provided
to the Trustee written evidence from each Rating Agency that treating such agency or entity (other than USAF,
LASFAC, PHEAA, TSAC and KHEAA) as an Other Qualified Guarantor will not cause the withdrawal or reduction
of any rating or ratings then applicable to any Obligations.

“Orther Senior Beneficiary” shall mean a Senior Beneficiary, other than as a result of ownership of
Senior Obligations.

“Other Subordinate Beneficiary” shall mean a Subordinate Beneficiary, other than as a result of
ownership of Subordinate Obligations.

“Qutstanding”, when used with respect to any Obligations, shall mean, except as otherwise
expressly provided in the Indenture, all Obligations issued under the Indenture except:

(H Obligations theretofore cancelled by the Trustee or delivered to the Trustee for
cancellation;



(2) Obligations for the payment of which money, AAA Refunded Municipals or Government
Obligations (as provided in the Indenture), in an amount sufficient to pay, on the date when such Obligations are to
be paid or redeemed, the principal or Redemption Price thereof, and the interest accruing to such date thereon, have
been deposited with the Trustee in trust for the Owners of such Obligations; and

(3) Obligations in exchange for or in lieu of which other Obligations have been issued.
“Participant” shafl mean a member of, or participant in, the Securities Depository.

“Participation Agreement” shall mean the Agreement for Participation in the Guaranteed Loan
Program effective as of March 2, 1992, between the Trustee and the Secretary, including any supplement or
amendment thereto entered into in accordance with the provisions thereof and the Indenture and any comparable
agreement entered into between any successor Trustee and the Secretary.

“Payment Default” shall mean an Event of Default with respect to Auction Rate Securities
described in the Indenture.

“Person” shall mean any individual, corporation, partnership, joint venture, association, joint stock
company, trust, incorporated organization or government or any agency or political subdivision thereof.

“pHEAA” shall mean the Pennsylvania Higher Education Assistance Agency, a public
corporation and government instrumentality organized under the laws of the Commonwealth of Pennsylvania.

“Pledged” shall mean, with respect to Student Loans or Eligible Loans, Student Loans or Eligible
Loans, as the case may be, owned by the Corporation and acquired by the Corporation (or allocated to the Trust
Estate) pursuant to the Indenture, but does not include Student Loans or Eligible Loans released from the hen of the
Indenture in accordance with the terms thereof.

“pLUS Loan” shall mean a Student Loan authorized under Section 428B of the Higher Education
Act,

“Potential Holder” shall mean, with respect 1o a Series of Obligations, any Person (including an
Existing Holder that is (i) a Broker-Dealer when dealing with the Auction Agent and (ii} a potential Beneficial
Owner when dealing with a Broker-Dealer), who may be interested in acquiring Obligations of such Series (or, in
the case of an Existing Holder thereof, an additional principal amount of Obligations of such Series).

“Principal” shall mean (a) as such term references the principal amount of a Discount Obligation
or Discount Obligations, and with respect to (i) actions, requests, notifications. consents or direction of Holders
under the Indenture, and (ii) required payment upon default or anticipated default pursuant to acceleration of
maturity or otherwise as described in the Indenture, the Accreted Value thereof, calculated as of the Interest
Payment Date with respect to such Discounted Obligation or Discounted Obligations immediately preceding such
date of calculation, unless such date of calculation shall be an Interest Payment Date with respect to such Discounted
Obligation or Discounted Obligations, in which case calculated as of the date of calculation and (b) unless otherwise
stated with respect to one or more Obligations of a Series in the Series Supplement authorizing issuance of such
Series of Obligations, as such term references the principal amount of any other Obligation or Obligations, and with
respect to any other matters affecting a Discount Obligation or Discount Obligations, the principal amount at
maturity of such Obligation or Obligations,

“Principal Payment Date” shall mean any Sinking Fund Payment Dates or Stated Maturity of any
Obligation.

“Prior Series Obligations” shall mean, collectively, the Prior Series Taxable Notes and the Prior
Series Tax-Exempt Bonds.



“Prior Series Senior Obligations” shall mean, collectively, the Prior Series Senior Tax-Exempt
Bonds and the Prior Series Senior Taxable Notes.

“Prior Series Senior Tax-Exempt Bonds” shall mean, collectively, the Series 1999-A-1 Bonds, the
Series 1999-A-2 Bonds, and the Series 2000-A-2 Bonds.

“Prior Series Senior Taxable Notes” shall mean, collectively, the Series 1999-A.3 Notes, the
Series 2000-A-1 Notes, and the Series 2000-A-3 Notes,

“Prior Series Subordinate Obligations” shall mean, collectively, the Prior Series Subordinate Tax-
Exempt Bonds and Prior Series Subordinate Taxable Notes.

“Prior Series Subordinate Tax-Exempt Bonds” shall mean, collectively, the Series 1999-B-1
Bonds and the Series 2000-B-2 Bonds.

“Prior Series Subordinate Taxable Notes” shall mean the Series 2000-B-1 Notes.

“Prior Series Tax-Exempt Bonds” shall mean, collectively, the Prior Series Senior Tax-Exempt
Bonds and the Prior Series Subordinate Tax-Exempt Bonds.

“Prior Series Taxable Notes” shall mean, collectively, the Prior Series Senior Taxable Notes and
the Prior Series Subordinate Taxable Notes.

*“Prior Supplements” shall mean, collectively, the Series 2000-A-1&B-1 Supplement and the
Series 2000-A-2&3&B-2 Suppiement.

“Program” shall mean the Corporation’s program for the acquisition of Student Loans to increase
the supply of moneys available for new Student Loans, thereby assisting students in obtaining a post-secondary
school education.

“Proprietary School” shall mean a proprietary institution of higher education as defined in 20
USCA Section 1088 and all regulations promulgated pursuant thereto.

“Proprietary School Student Loan™ shall mean a Student Loan made to finance costs of a student
attending a Proprietary School, unless such student shall have subsequently become the borrower for a Student Loan
to finance costs of attendance at a post-secondary school other than a Proprietary School.

“Purchase Drate” shall mean any date on which Obligations of a Series are to be purchased
pursuant to the Indenture.

“Rating Agency” shall mean any rating agency that shall have an outstanding rating on any of the
Obligations pursuant to request by the Corporation.

“Record Date™ shall mean, except as otherwise expressly provided in the Indenture or in a
Corporation Order directing conversion of Obligations of a Series to bear interest at Variable Rates or as provided
with respect to Additional Obligations of the Applicable Series Supplement, {a) with respect to any payment of
interest accruing at Auction Rates, the last Business Day preceding the date on which such payment is made, (b)
with respect to any regularly scheduled Inierest Payment Date with respect to payment of interest accruing at other
than Auction Rates, the fifteenth day of the calendar month immediately preceding such Interest Payment Date,
whether or not such day is a Business Day; (c) with respect to any other payment of interest, the last Business Day
preceding such Interest Payment Date or such other date as the Trustee shall designate; (d) with respect to any
payment of principal at maturity thereof (including the scheduled maturity or the date on which principal is payable
as a result of a call for redemption), the 15th day of the calendar month immediately preceding the maturity thereof,
whether or not such day is Business Day; and (e) with respect to any payment of principal other than at the maturity
thereof, such date as shall be established by the Trustee, whether or not such day is a Business Day.



“Redemption Date”, when used with respect to any Obligation to be redeemed, shall mean the date
fixed for such redemption by or pursuant to the Indenture.

“Redemption Price”, when used with respect to any Obligation to be redeemed, shall mean the
price at which it is to be redeemed pursuant to the Indenture.

“Rehabilitated Loan™ shall mean a Student Loan which was previously owned by the Corporation
which has been rehabilitated in accordance with a loan rehabilitation program agreement and the default reduction
program established in Section 428F of the Higher Education Act.

“Remarketing Agreements” shail mean any or all of the remarketing agreements, depository
agreements, credit facilities, reimbursement agreements, standby purchase agreements and the like, pertaining to
Obligations issued with a tender right granted to or tender obligation imposed on the owner thereof, if and to the
extent provided for in a Series Supplement or a Corporation Order directing conversion of a Series to Variable
Rates.

“Repurchase Obligation” shall mean the obligation of a Lender pursuant to a Student Loan
Purchase Agreement to repurchase a Student Loan, as described in the Indenture.

“Reserve Requirement” shail mean an amount, from time to time, equal to the greatest of: 2% of
the Outstanding principal amount of the Outstanding Obligations; $500,000); or such greater amount as shall be
specified in a Series Supplement.

“S&P” shall mean Standard & Poor’s Rating Group, a division of McGraw-Hill, Inc., and its
successors and assigns.

“Secretary of Education” or “Secretary” shall mean the Commissioner of Education, Department
of Health, Education and Welfare of the Uniled States, and the Secretary of the United States Department of
Education (who succeeded to the functions of the Commissioner of Education pursuant to the Department of
Education Organization Act), or any other officer, board, body, commissien or agency succeeding to the functions
thereof under the Higher Education Act.

“Securities Depository” shall mean DTC or any replacement securities depository that is a clearing
agency under federal law operating and maintaining a Book-Entry System to record beneficial ownership of the
right to principal and interest, and to effect transfers of Obligations, in Book-Eniry Form, designated pursuant to the
Indenture.

“Sell Order™ shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, as set
forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“Senior Asset Requirement” shall mean: (a) with respect to expenditures and other uses of funds
in the Surplus Account permitted by the Indenture and release of Student Loans from the lien of the ladenture
under certain circumstances, that the ratio of (1) the Balances credited to the Trust Estate Fund to (2) the aggregate
principal amount of all Qutstanding Senior Obligations plus accrued and unpaid interest thereon (or, if greater, the
aggregate outstanding notional amount of all Senior Swap Agreements plus accrued net obligations of the
Corporation thereunder) is at least equal to (3) 112%, and that the ratio of the Balances credited to the Trust Estate
Fund to the aggregate principal of and accrued and unpaid interest on all Outstanding Obligations is at least equal
to 103%; (b) with respect to redemption of Obligations, including redemption of Subordinate Obligations by
operation of Sinking Fund Requirements but excluding redemption of Senior Obligations by operation of Sinking
Fund Requirements, and with respect to all other cases not specifically addressed in (a) above, that the ratio of (1)
the Balances credited to the Trust Estate Fund to (2) the aggregate principal amount of all Qutstanding Senior
Obligations plus accrued and unpaid interest thereon (or, if greater, the aggregate outstanding notional amount of
all Senior Swap Agreements plus accrued net obligations of the Corporation thereunder) is at least equal to (3)
110%, and that the ratio of the Balances credited to the Trust Estate Fund to the aggregate principal of and accrued
and unpaid interest on all Outstanding Obligations is at least equal to 102%, or (¢), in any such case, such lower
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percentage as shall be set forth in either a Supplemental Indenture (including but not limited to a Series
Supplement) or in a Corporation Order delivered to the Trustee and accompanied by: (1) if Senior Obligations are
Outstanding which are rated on the basis of the assets in the Trust Estate (and not on the basis of any Credit
Enhancement Facility or Remarketing Agreement), evidence from each Rating Agency that applying the lower
percentage set forth in such Corporation Order in computing the Senior Asset Requirement will not cause the
withdrawal or reduction of any rating or ratings then applicable to any Obligations; (2) if no Senior Obligations are
Outstanding, (A) evidence of approval by each Senior Swap Counterparty (if any) of the use of the lower
percentage set forth in such Corporation Order in computing the Senior Asset Requirement and, (B) if any
Obligations are Qutstanding, evidence from each Rating Agency that applying the lower percentage set forth in
such Corporation Order in computing the Senior Asset Requirement will not cause the withdrawal or reduction of
any rating or ratings then applicable to any Obligations. For purposes of issuance of the Offered Obligations, the
Senior Asset Requirement will be the following as set forth in the Series 2000-A-2&3&B-2 Supplement in
accordance with item (c) above: that the ratio of (1) the Balances credited to the Trust Estate Fund to (2) the
aggregate principal amount of Senior Obligations plus accrued and unpaid interest thereon (or, if greater, the
aggregate outstanding notional amount of all Senior Swap Agreements plus accrued net obligations of the
Corporation thereunder), is at least equal to (3) 112.0%, and that the ratio of the Balances credited to the Trust
Estate Fund to the aggregate principal of and accrued and unpaid interest on all Outstanding Obligations is at least
equal to 98.1%.

“Senior Beneficiaries” shall mean the owners of Senior Obligations, any Senior Credit
Enhancement Facility Provider and any Senior Swap Counterparty.

“Senior Credit Enhancement Facility” shall mean any Credit Enhancement Facility with respect to
any of the Offered Senior Obligations or any Series of the Prior Series Senior Obligations and any Credit
Fnhancement Facility designated as a Senior Credit Enhancement Facility in a future Series Supplement authorizing
execution thereof or authorizing issuance of the Series of Senior Obligations to which such Credit Enhancement
Facility corresponds.

“Senior Credit Enhancement Fee” shall mean a fee payable to a Senior Credit Enhancement
Facility Provider pursuant to a2 Senior Credit Enhancement Facility or a Senior Remarketing Agreement.

“Senjor Obligations” shall mean the Prior Series Semior Obligations, the Offered Senior
Obligations and ali Additional Senior Obligations.

“Senior Remarketing Agreement” shall mean a Remarketing Agreement with respect to any Serics
of the Offered Senior Obligations or any Series of the Prior Series Senior Obligations and any Remarketing
Agreement, designated as a Senior Remarketing Agreement in a future Series Supplement authorizing execution
thereof or authorizing issnance of the Series of Obligations to which such Remarketing Agreement corresponds.

“Senior Series” shall mean any or all of the Series of the Prior Series Senior Obligations, the
Offered Senior Obligations and any Additional Sentor Obligations.

“Senior Sinking Fund Payment Date” shall mean a date on which Obligations of a Senior Series
are to be redeemed pursuant to sinking fund provisions.

“Senior Sinking Fund Subaccount” shall mean the Senior Sinking Fund Subaccount created and
established pursuant to the Indenture.

“Senior Swap Agreement” shall mean a Swap Agreement with respect to any Series of the Offered
Senior Obligations or any Series of the Prior Series Senior Obligations and any Swap Agreement designated as a
Senior Swap Agreement in a future Series Supplement authorizing execution thereof or authorizing issuance of the
Series of Senior Obligations to which such Swap Agreement corresponds.

“Senior Swap Counterparty” shall mean any Person with whom the Corporation and/or the Trustee
shall, from time to time, enter into a Senior Swap Agreement.
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“Series” or “Series of Obligations™ shall mean each separate Series of (i) the Offered Obligations,
(i) the Prior Series Obligations, and (iii) any Series of Additional Obligations issued pursuant to the Indenture and a
Series Supplement.

“Series 1993 Trustee” shall mean BancorpSouth Bank, as trustee under that certain Trust
Indenture, dated as of July 1, 1993, between the Corporation and BancorpSouth Bank.

“Series 1993 Refunded Bonds” shall mean $17,700,000 of the Corporation’s Student Loan
Revenue Bonds, Senior Series 1993-B, maturing on September 1, 2000 and $2,300,000 of the Corporation’s Student
Loan Revenue Bonds, Series 1993-C subject to mandatory redemption on September 1, 2000.

“Series 1999-A-1 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Senior
Series 1999-A-1.

“Series 1999-A-2 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Senior
Series 1999-A-2.

“Series 1999-A-3 Notes” shall mean the Corporation’s Student Loan Asset-Backed Notes, Senior
Series 1999-A-3.

“Series 1999-B-1 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Subordinate
Series 1999-B-1.

“Series 2000-A-1 Notes” shall mean the Corporation's Student Loan Asset-Backed Notes, Senior
Series 2000-A-1.

“Series 2000-A-1&B-1 Supplement” shall mean the Sertes 2000-A-1 and 2000-B-1 Supplement,
dated as of January 1, 2000, authorizing issuance of the Series 2000-A-1 Notes and the Series 2000-B-1 Notes.

“Series 2000-A-2 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Senior
Series 2000-A-2.

“Series 2000-A-2&3&B-2 Supplement” shall mean the Series 2000-A-2, 2000-A-3 and 2000-B-2
Supplement, dated as of March 1, 2000, authorizing issuance of the Series 2000-A-2 Bonds, the Series 2000-A-3
Notes, and the Series 2000-B-2 Bonds.

“Series 2000-A-3 Notes” shall mean the Corporation’s Student Loan Asset-Backed Notes, Senior
Series 2000-A-3.

“Series 2000-A-4 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Senior
Series 2000-A-4.

“Series 2000-A-4&B-3 Supplement” shall mean the Series 2000-A-4 and 2000-B-3 Supplement to
the Indenture, to be dated as of July 1, 2000, authorizing issuance of the Offered Obligations.

“Series 2000-B-1 Notes” shall mean the Corporation's Student Loan Asset-Backed Notes,
Subordinate Series 2000-B-1.

“Series 2000-B-2 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Subordinate
Series 2000-B-2.

“Series 2000-B-3 Bonds” shall mean the Corporation’s Student Loan Revenue Bonds, Subordinate
Series 2000-B-3.
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“Series Supplement” shall mean a Supplemental Indenture authorizing issuance of one or more
Series of Obligations and "Applicable Series Supplement" shall refer, with respect to a Series, to the Series
Supplement authorizing issnance of such Series.

“Servicer” shall mean SunTech, Inc. (at any time that SunTech, Inc. is servicing Pledged Student
Loans), Pennsylvania Iigher Education Assistance Agency (at any time that Pennsylvania Higher Education
Assistance Agency is servicing Pledged Student Loans) and any other organization with which the Corporation has
entered into an agreement to service Pledged Student Loans (at any time that such other organization is servicing
Pledged Student Loans).

“Servicing Agreement” shall mean any agreement entered into between the Corporation and a
Servicer pursuant to which such Servicer will service Pledged Student Loans.

“Servicing Fees” shall mean any fees payable to a Servicer for servicing Pledged Student Loans.

“Sinking Fund Payment Date” shall mean a date on which a redemption of an Obligation by
operation of a Sinking Fund Requirement is required to be effected.

“Sinking Fund Requirement” shall mean, with respect to a Series of Tax-Exempt Bonds which are
subject to mandatory sinking fund provisions and the Term Obligations of any other Series and maturity and for
each Bond Year or other period, the respective principal amount or Accreted Value fixed or computed for such Bond
Year or period as in the Indenture or Series Supplement provided for the retirement of such Series of Tax-Exempt
Bouads or such other Term Obligations by purchase or redemption (or by payment at maturity in the case of the final
Sinking Fund Requirement for any maturity),

“SLS Loan” shall mean a Student Loan authorized under Section 428A of the Higher Education
Act.

“Special Allowance Payments™ shall mean special allowance payments authorized to be made by
the Secretary of Education pursuant to Section 438 of the Higher Education Act, or similar allowances authorized
from time to time by federal law or regulations.

“Specific Rating Category” shall mean a specific rating category of a Rating Agency, including
any refinement or graduation of such rating category by a numerical modifier, a plus or minus or otherwise. For so
long as any of the Obligations are rated by Moody's: (a) references to the highest applicable Specific Rating
Category shall be, with respect to obligations or investments having a term of less than one year, to a rating of "P1"
(or such rating as Moody's shall advise the Trustee is comparable to "P1" under any revised rating schedule), and
with respect to obligations or investments having a term of one year or longer, to a rating of "Aaa" (or such rating as
Moody's shall advise the Trustee is comparable to "Aaa" under any revised rating schedule); and (b) references to
the third highest applicable Specific Rating Category shall be, with respect to obligations or investments having a
term of one year or longer, to a rating of "Aa2" {or such rating as Moody's shall advise the Trustee is comparable to
"Aa2" under any revised rating schedule). For so long as any of the Obligations are rated by Fitch: (a) references to
the highest applicable Specific Rating Category shall be, with respect to obligations or investments having a term of
less than one year, to a rating of "V1" (or such rating as Fitch shall advise the Trustee is comparable to "V1" under
any revised rating schedule), and with respect to obligations or investments having a term of one year or longer, to a
rating of "AAA" (or such rating as Fitch shall advise the Trustee is comparable to "AAA" under any revised rating
schedule); and (b) references to the third highest applicable Specific Rating Category shall be, with respect to
obligations or investments having a term of one year or longer, to a rating of "AA" (or such rating as Fitch shall
advise the Trustee is comparable to "AA" under any revised rating schedule).

“State” shall mean the State of Mississippi.
“Stated Maturity”, when used with respect to any Obligation or any installment of interest thereon,

shall mean the date specified in such Obligation on which principal of such Obligation or such installment of interest
is due and payable.
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“Statutory Corporate Tax Rate” shall mean, as of any date of determination, the highest tax
bracket {expressed in decimals) now or hereafter applicable in each taxable year on the income tax of every
corporation as set forth in Section 11 of the Code or any successor section, without regard to any minimum
additional tax provision or provisions regarding changes in rates during a taxable year; the Statutory Corporate Tax
Rate as of August 1, 2000 was 35%.

“Student Loan” shall mean a loan to an Eligible Borrower for post-secondary education authorized
t0 be acquired by the Corporation pursuant fo its charter of incorporation and, except as may be otherwise provided
in a Series Supplement, described in Subsection 150(d) of the Code and the applicable Treasury Regulations
thereunder.

“Student Loan Purchase Agreement” shall mean any agreements entered into from time to time
between the Corporation and a Lender pursuant to which the Corporation will purchase Eligible Loans from such
Lender and which meets the requirements of the Indenture.

“Submission Deadline” shall mean 12:30 p.m., eastern time, on any Auction Date or such other
time on any Auction Date by which Broker-Dealers are required to submit Ordess to the Auction Agent as specified
by the Auction Agent from time to time.

“Submitted Bid” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, set
forth in APPENDIX D, “AUCTION PROCEDURES -~ AUCTION RATE TAX-EXEMPT BONDS".

“Submitted Hold Order” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds,
set forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“Submitted Order” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, set
forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS™.

“Submitted Sell Order” shalt have the meaning: with respect to Auction Rate Tax-Exempt Bonds,
set forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“Subordinate Beneficiaries” shall mean the owners of Subordinate Obligations, any Subordinate
Credit Enhancement Facility Provider and any Subordinate Swap Counterparty.

“Subordinate Credit Enhancement Facility” shall mean any Credit Enhancement Facility with
respect to any Series of the Prior Series Subordinate Obligations and any Credit Enhancement Facility designated as
a Subordinate Credit Enhancement Facility in a future Series Supplement authorizing execution thereof or
authorizing issuance of the Series of Subordinate Obligations to which such Credit Enhancement Facility
corresponds

“Subordinate Obligations” shall mean, collectively, the Prior Series Subordinate Obligations, the
Offered Subordinate Obligations and all Additional Obligations.

“Subordinate Remarketing Agreement” shall mean any Remarketing Agreement with respect to
any Series of the Prior Serjes Subordinate Obligations and any Remarketing Agreement designated as a Subordinate
Remarketing Agreement in a future Series Supplement authorizing execution thereof or authorizing issuance of the
Series of Subordinate Obligations to which such Remarketing Agreement corresponds.

“Sybordinate Series” shall mean any or all of the Series of the Prior Series Subordinate
Obligations, the Offered Subordinate Obligations and any Additional Subordinate Obligations.

“Subordinate Swap Agreement” shall mean any Swap Agreement with respect to any Series of the
Offered Subordinate Obligations or any Series of the Prior Series Subordinate Obligations and any Swap Agreement
designated as a Subordinate Swap Agreement in a future Series Supplement authorizing execution thereof or
authorizing issuance of the Series of Subordinate Obligations to which such Swap Agreement corresponds.
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“Substitute Auction Agent” shall mean the Person with whom the Corporation enters into a
Substitute Auction Agent Agreement.

“Substitute Auction Agent Agreement” shall mean an auction agent agreement containing terms
substantially similar to the terms of the Imitial Auction Agent Agreement, whereby a Person having the
qualifications required by the Indenture agrees with the Corporation to perform the duties of the Auction Agent
under the Indenture.

“Substitute Market Agent” shall mean the Person with whom the Trustee, with the approval of the
Corporation, enters into a Substitute Market Agent Agreement,

“Substitute Market Agent Agreement” shall mean a market agent agreement containing terms
substantially similar to the terms of the Initial Market Agent Agreement, whereby a Person having the qualifications
required by the Indenture agrees with the Trustee to perform the duties of the Market Agent under the Indenture.

*“Sufficient Clearing Bids” shall have the meaning: with respect to Auction Rate Tax-Exempt
Bonds, set forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”.

“Supplement”, “Supplemental Indenture” or “Supplement to the Indenture” shall mean any
amendment of or supplement to the Indenture made in accordance with the Indenture.

“Swap Agreement” shall mean any interest rate swap agreement between the Corporation and/or
the Trustee and a Swap Counterparty, as originally executed and as amended or supplemented, or other interest rate
hedge agreement between the Corporation and a Swap Counterparty, as originally executed and as amended or
supplemented, for the purpose of converting in whole or in part the Corporation’s fixed interest rate liability on all
or a portion of the Obligations to a variable rate liability or converting, in whole or in part, the Corporation’s
variable rate liability on all or a portion of the Obligations to a fixed rate liability.

“Swap Counterparty” shall mean any Person with whom the Corporation and/or the Trustee shall,
from time to time, enter into a Swap Agreement under the Indenture.

“Swap Counterparty Guarantee”™ shall mean any guarantee in favor of the Corporation and/or the
Trustee given in connection with the execution and delivery of a Swap Agreement.

“Tax-Exempt Bonds” shall mean a series of bonds issued and Outstanding under the Indenture, the
interest on which is excludable from gross income of the holder thereof for federal income tax purposes. As of the
date of this Official Statement, the Series of Tax-Exempt Bonds Qutstanding under the Indenture include the Prior
Series Tax-Exempt Bonds and will include the Offered Tax-Exempt Bonds upon their issuance.

“Taxable Notes” shall mean a series of notes issued under the Indenture, the interest on which is
not excludable from gross income of the holder thereof for federal income tax purposes. As of the date of this
Official Statement, the Series of Taxable Notes Qutstanding under the Indenture include the Prior Series Taxable

Notes.

“Tender Agent” shall mean any commercial bank or trust company designated as Tender Agent
pursuant to the provisions of the Indenture.

“Term Obligations” shall mean Obligations designated as Term Obligations in the Series
Supplement authorizing issuance thereof.

“Trust Estate” shall mean all properties and interests conveyed to or heid by the Trustee pursuant
to the Indenture other than: (a) properties or interests specifically released from the lien of the Indenture under the
terms of the Indenture; and (b) any assets credited to the Non-Trust Estate Fund.
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“T'rustee” shall mean Trustmark National Bank, a national banking association with its principal
office in the City of Jackson, Mississippi, and its successor or successors and any other commercial bank or trust
company which may at any time be substituted in its place pursuant to the Indenture.

“TSAC” shall mean Tennessee Student Assistance Corporation, a corporation organized under the
laws of the State of Tennessee,

“Two Year School” shall mean a junior or community college as defined in 20 USCA Section
1058.

“Two Year School Student Loan” shall mean a Student Loan made to finance costs of a student
attending a Two Year School, unless such student shall have subsequently become the borrower for a Student Loan
to finance costs of attendance at a post-secondary school other than a Two Year School or a Proprietary School.

“Underwriter” shall mean, with respect to the Offered Obligations, Salomon Smith Barney Inc.

“United States Treasury Security Rate” shall mean, for purposes of calculating the Net Loan Rate
applicable to an Auction, that rate of interest per annum equal to the Bond Equivalent Yield on the applicable United
States Treasury securities sold at the last auction thereof that immediately precedes the applicable Auction Date.

“Unsubsidized Stafford Loan” shall mean a Student Loan made under Section 428H of the Higher
Education Act (with respect to which Interest Benefit Payments will not be made).

“JSAF” shall mean United Student Aid Funds, Inc., a Delaware corporation, and any successor
thereto.

“Value of Investment Securities” shall mean an amount determined when required under the
Indenture and shall constitute (a) as to demand bank deposits, bank time deposits which may be withdrawn without
penalty by the depositor upon 14 days’ or less notice and obligations which mature not more than six (6) months
from the date of purchase thereof, the amount of such deposits or the par amount of such obligations; (b) as to
obligations (other than investment agreements and repurchase agreements) which mature more than six (6} but not
more than twelve (12) months after the date of purchase thereof, the par amount thereof, or, if purchased at other
than par, the cost thereof adjusted to reflect the amortization of discount or premium; (c) with respect to obligations
(other than investment agreements and repurchase agreements) with a stated maturity of greater than twelve (12)
months after the date of purchase thereof, an amount equal to the fair market value thereof as shall reasonably be
determined by the Corporation based upon either: (i) information provided by a pricing service pursuant to a pricing
services agreement entered into between the Corporation and a pricing service selected from time to time by the
Corporation; or (ii) the lower of the value set forth in current bids from not less than two independent dealers in such
obligations who or which are members of NASD, Inc. and one of such bids shall bave been in writing, or (i) with
respect to any obligation traded in an established market, the bid price (or the closing price) for such obligation on
the last Business Day preceding the valuation for which there is a bid price (or, if applicable, a closing price),
determined by teference to any appropriate publication, such as The Wall Street Journal or “Composite Closing
Quotations for United States Government Securities” published by the Federal Reserve Bank of New York; (d) with
respect to each investment agreement, (1) for amounts allocated to purchase Student Loans, the amount deposited
pursuant to such investment agreement plus accrued and unpaid interest thereon, and (2) for other amounts, an
amount equal to the principal amount required to be remitted to the Trustee (without regard to notice requirements
of 7 days or less) pursuant to the terms of such investment agreement if all Obligations were redeemed on the date of
computation following an Event of Default under the Indenture; (€} with respect to each repurchase agreement, an
amount equal to the unpaid repurchase price thereof as of such date; (f) with respect to any money market fund or
other mutual fund, the amount which the Trustee would be entitled to withdraw therefrom on the date of
computation (computed, to the extent applicable, on the basis of valuations as of the close of business on the
preceding Business Day), without regard to notice requirements of 7 days of less; and (g) with respect to any
investment not covered by clauses (a) through (f) above, such amount as shall be computed in a manner acceptable
to all Rating Agencies, such acceptability to be evidenced by a written statement that computing the Value of
Investment Securities in such manner will not cause the withdrawal or reduction of any rating or ratings then
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applicable to the Obligations. To the extent not otherwise provided, accrued and unpaid interest shall be added to all
computations described in this paragraph.

“Variable Rate” shall mean a Weekly Rate or an Adjustable Rate.
“Weekday” shall mean any one of Monday, Tuesday, Wednesday, Thursday or Friday.

“Weekly Rate” shall mean, when used with respect to any Series or Obligations of a Series, the
rate of interest during any Weekly Rate Period,

*“Weekly Rate Conversion Date” shall mean the date on which the Obligations of a Series are
converted to bear interest at a Weekly Rate pursuant to the Indenture.

“Weekly Rate Period” shall mean a Weekly Rate Period as described in the Indenture during
which Obligations of a Series bear mterest at Weekly Rates.

“Winning Bid Rate” shall have the meaning: with respect to Auction Rate Tax-Exempt Bonds, set
forth in APPENDIX D, “AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS”,

Indenture Summary

The following is a brief summary of certain provisions of the Indenture, in addition to the
provisions thereof summarized elsewhere in this Official Statement and the Appendices hereto, and is not to be
considered as a full statement of the provisions of the Indenture. The summary is qualified by reference to and is
subject to the complete Indenture, copies of which, in reasonable quantity, may be obtained during the offering
period upon request directed to the Corporation.

Funds and Accounts Established

The following Funds, Accounts and Subaccounts are established by the Indenture and are to be
held by the Trustee:

*Trust Estate Fund

°Acquisition Account
‘Original Proceeds Subaccount
“Transferred Proceeds Subaccount
‘Revolving Subaccount

“Revenue Account
"Principal Repayment Subaccount
‘Income Subaccount

°Debt Service Account
‘Senior Current Debt Service- Interest Subaccount
‘Senior Current Debt Service - Principal Subaccount
‘Senior Sinking Fund Subaccount
‘Senior Credit Enbancement Fees Subaccount
‘Subordinate Current Debt Service - Interest Subaccount
‘Subordinate Current Debt Service- Principal Subaccount
‘Subordinate Sinking Fund Subaccount
‘Subordinate Credit Enhancement Fees Subaccount
‘Reserve Subaccount
‘Redemption Subaccount

°Surplus Account

+Non-Trust Estate Fund
°Escrow Interest Account
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°Rebate Account

Application of Proceeds

With respect to the Offered Obligations, see “APPLICATION OF THE PROCEEDS OF THE

OFFERED OBLIGATIONS” in this Official Statement.

Applications of Funds and Accounts

Acquisition Account

There shall be credited to the Transferred Proceeds Subaccount and the Original Proceeds

Subaccount proceeds of Obligations of a Series and other amounts as provided in the Indenture and in one or more
Series Supplements. There shall be credited to the Original Proceeds Subaccount certain of the proceeds of the
Offered Obligations. There shall be credited to the Revolving Subaccount any amounts transferred from the
Revenue Account or the Surplus Account as described below.

(a)

(b)

(©)

(d)

The Indenture provides that:

The Trustee shall make disbursements from the Acquisition Account (first from the
Revolving Subaccount, second from the Transferred Proceeds Subaccount and thereafter from the
Original Proceeds Subaccount unless the Corporation shall have directed otherwise) to acquire, or
to reimburse the Corporation for acquiring, Eligible Loans that have been fully or partially
disbursed upon receipt by the Trustee of an Eligible Loan Acquisition Certificate as set forth in the
Indenture and all documents, opinions, if any, and certificates required thereby. Amounts so
disbursed will be paid to the payee designated in the Eligible Loan Acquisition Certificate.

The Trustee will disburse amounts from the Trust Estate Fund with respect to Pledged
Eligible Loans that have not been fully disbursed as directed in a Corporation Order in form
acceptable to the Trustee (an “Eligible Loan Disbursement Order”). Any such disbursement with
respect to a Pledged Eligible Loan will be made, directly or indirectly, by check, electronic funds
transfer or other method acceptable to the Trustee to the borrower of such Pledged Eligible Loan,
such borrower’s eligible institution, a disbursement agent or another Person (including the
Corporation to the extent appropriate to reimburse the Corporation for funds previously disbursed
by the Corporation) specified in the Eligible Loan Disbursement Order. Any such disburserment
will be made on the date set forth in such Eligible Loan Disbursement Order. Each Eligible Loan
Disbursement Order will include a certification that the amount to be disbursed pursuant thereto
with respect to each Pledged Eligible Loan, together with any other amounts previously disbursed
with respect to such Pledged Eligible Loan by any Lender from which such Pledged Eligible Loan
will have been purchased, by the Corporation, and/or by the Trustee, does not exceed the
maximum amount available to or for the benefit of such borrower from such Pledged Eligible
Loan, including all fees payable to any Guarantor and/or the Secretary of Education.

The amount paid to the Corporation to reimburse the Corporation for funds expended in
acquiring an Eligible Loan previously acquired by the Corporation shall not exceed the purchase
price paid by the Corporation for such Eligible Loan, excluding accrued uncapitalized borrower
interest, if any, multiplied by a factor, the numerator of which is the remaining unpaid principal
amount of such Eligible Loan on the date such Eligible Loan becomes subject to the lien created
by the Indenture and the denominator of which is the remaining unpaid principal amount of such
Eligible Loan on the date of purchase thereof by the Corporation, plus accrued uncapitalized
borrower interest thereon, if any, to the date that such Eligible Loans become subject to the lien
created by the Indenture.

No moneys will be disbursed from the Acquisition Account to acquire (i) a Proprietary

School Student Loan if, after such disbursement, the Aggregate Market Value of Proprietary
School Student Loans included in the Trust Estate will exceed five percent (5%) of the Aggrepate
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Market Value of all Pledged Student Loans; (ii) an Unsubsidized Stafford Loan if, immediately
following such disbursement, the Aggregate Market Value of Unsubsidized Stafford Loans
included in the Trust Estate will exceed thirty-five percent (35%) of the Aggregate Market Value
of all Pledged Student Loans; and (iii) Two-Year School Loans if, immediately following such
disbursement, the Aggregate Market Value of Two-Year School Loans included in the Trust
Estate will exceed ten percent (10%) of the Aggregate Market Value of all Pledged Student Loans;
provided that, in each case, if the Trustee has received written evidence from each Rating Agency
that applying a higher percentage for purposes of this provision will not cause the withdrawal or
reduction of any rating then in effect for the Obligations, this provision will be applied using such
higher percentage, subject to such restrictions, if any, as may be set forth in such written evidence
from the Rating Agencies.

(e) Unless the most recent quarterty report provided to the Trustee pursuant to the Indenture
indicates that the Aggregate Market Value of Proprietary School Student Loans, Unsubsidized
Stafford Loans or Two-Year School Loans included in the Trust Estate will exceed the applicable
percentages of the Aggregate Market Value of all Pledged Student Loans specified in paragraph
{d) above, the Trustee will be entitled to rely upon a certification from the Corporation that all of
the conditions specified in the Indenture for the acquisition of Eligible Loans identified in an
Eligible Loan Acquisition Certificate have been satisfied as evidenced and that the acquisition of
such Eligible Loans and any disbursement of moneys in connection with such acquisition will not
violate the requirements of such paragraph (d) above.

Except as provided in the mext succeeding sentence, any amounts allocable to the Offered
Obligations credited to the Original Proceeds Subaccount or the Transferred Proceeds Subaccount pursuant to the
Indenture which have not been transferred to the Series 1993 Trustee or expended to acquire Student Loans on or
prior to July 1, 2003, shall be transferred on the first day of the mext succeeding month to the Redemption
Subaccount. If prior to August 1, 2003, the Corporation shall have delivered to the Trustee a Corporation Order
specifying a later date on which such amounts shall be transferred from the Original Proceeds Subaccount and the
Transferred Proceeds Subaccount to the Redemption Subaccount, together with a Cash Flow Certificate with respect
thereto and written evidence from each Rating Agency that deferring such date will not cause the reduction or
withdrawal of any rating or ratings then applicable to any of the Obligations, the immediately preceding sentence
shall be applied by substituting such date as shall have been set forth in such Corporation Order instead of July 1,
2003. In such event, this paragraph may continue to be applied in the future with the first day of the next succeeding
month being substituted herein for August 1, 2003,

Except as provided in the next succeeding sentence, any Balances (other than Student Loans)
consisting of amounts ailocable to the Offered Obligations and credited to the Revolving Subaccount on
September 1, 2001 shall be transferred to the Redemption Subaccount on the first day of the next succeeding month.
If prior to October 1, 2001, the Corporation shall have delivered to the Trustee a Corporation Order specifying a
later date on which such amounts shall be transferred from the Revolving Subaccount to the Redemption
Subaccount, together with a Cash Flow Certificate with respect thereto and written evidence from each Rating
Agency that deferring such date will not cause the withdrawal or reduction of any rating or ratings then applicable to
any of the Obligations, the immediately preceding sentence above shall be applied by substituting such date as shall
have been set forth in such Corporation Order instead of September 1, 2001. In such event, this paragraph may
continue to be applied in the future with the first day of the next succeeding month being substituted herein for
October 1, 2001.

Revenue Account

All revenues received as payments of principal (including proceeds of any sale or other
conveyance which represent principal) of Pledged Student Loans shall be credited as of the date of receipt to the
Principal Repayment Subaccount. All revenues received as payments of interest on or Special Allowance Payments
(including proceeds of any sale or other conveyance which represent interest or Special Allowance Payments) with
respect to Pledged Student Loans, all amounts received as earnings on or income from Investment Securities in the
Trust Estate Fund, and all amounts to be transferred to the Income Subaccount from the Escrow Interest Account or
the Rebate Account shall be credited to the Income Subaccount.
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From time to time, the Trustee shall disburse funds from the Revenue Account (a) to pay, or to
reimburse the Corporation for amounts expended to pay, Bond Fees; (b) to provide funds to pay Administrative
Expenses at any time, in cumulative amounts in any given Fiscal Year not in excess of the amount of Budgeted
Administrative Expenses expected to be paid by the Corporation within the thirty (30) days next succeeding the date
of such Corporation Order for that Fiscal Year, unless certain conditions are met; and (c) to refund payments
erroneously deposited into the Trust Estate Fund, to refund over-payments by or on behalf of a borrower, to refund
amounts to a Guarantor or the Department of Education as a resuit of receipt of payments from a borrower on a
student loan after payment of a claim by such Guarantor or the Department of Education, or to repurchase one or
more Student Loans (whether or not such Student Loans were previously part of the Trust Estate) from a Guarantor
or the Department of Education, or to otherwise correct any erroneous payment or action or to pay amounts required
to be paid under regulations of the Secrstary or any Guarantor.

As of the close of business on the last day of each calendar month, there shall be transferred from
the Revenue Account, in order of priority as follows:

(a) to the Senior Current Debt Service - Interest Subaccount, an amount equal to the lesser
of: (i) the Balance credited to the Revenue Account; or (ii} the amount which, if deposited on such day
would cause the Balance in the Senior Current Debt Service - Interest Subaccount on such day to equal (A)
the aggregated accrued and unpaid interest on all Senior Obligations through and mcluding such day, plus
(B) the accrued net liability (if any) through and including such day of the Corporation to all Senior Swap
Counterparties on all Senior Swap Agreements, less (C) the aggregate accrued net liability (if any) through
and including such day of all Senior Swap Counterparties to the Corporation on all Senior Swap
Agrecments; and less (D) the aggregate accrued net liability (if any) through and including such day of all
Subordinate Swap Counterparties to the Corporation on all Subordinate Swap Agreements;

(b) if such day shall be less than twelve (12) months prior to a Principal Payment Date on
which principal of Senior Obligations is due, to the Senior Current Debt Service - Principal Subaceount, an
amount equal to the lesser of: (i) the Balance credited to the Revenue Account, after all transfers as of such
day as provided above; or (ii) the amount which, if deposited on such day and on the last day of each
succeeding calendar month to and including the last calendar month prior to the next Principal Payment
Date, would cause the Balance in the Sentor Current Debt Service - Principal Subaccount on such next
Principal Payment Date to equal the principal of all Senior Obligations maturing on such Principal Payment
Date;

{c) to the Senior Credit Enhancement Fees Subaccount, an amount equal to the lesser of: (i)
the Balance credited to the Revenue Account, after all transfers as of such day as provided above; or (i1) the
aggregate of all Senior Credit Enhancement Fees due and payable during the next succeeding calendar
month (if the amount of any Senior Credit Enhancement Fee which will be due and payable during such
next succeeding calendar month is not known or is not determinable at such time, a reasonable estimate of
the amount of such fee, as determined by the Corporation, shall be deemed for purposes of this clause to be
the amount due and payable);

{d) if such day shall be less than twelve months prior to a Senior Sinking Fund Payment
Date, to the Senior Sinking Fund Subaccount, an amount equal to the lesser of: (i) the Balance credited to
the Revenue Account, after all transfers as of such day as provided above; or (i) the amount which, if
deposited on such day and on the last day of each succeeding calendar momnth to and including the last
calendar month prior to the next Senior Sinking Fund Payment Date, would cause the Balance credited to
the Senior Sinking Fund Subaccount on such Senior Sinking Fund Payment Date to equal the aggregate of
the principal of all Senior Obligations scheduled to be redeemed pursuant to mandatory sinking fund
provisions on such Senior Sinking Fund Payment Date;

(e) to the Subordinate Current Debt Service - Interest Subaccount, an amount equal to the
lesser of: (i) the Balance credited to the Revenue Account, after all transfers as of such day as provided
above; or (ii) the amount which, if deposited on such day would cause the Balance in the Subordinate
Current Debt Service - Interest Subaccount on such day to equal (A) the accrued and unpaid interest on all
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Subordinate Obligations through and including such day plus (B) the aggregate accrued net liability (if any)
through and including such day of the Corporation to all Subordinate Swap Counterparties on all
Subordinate Swap Agreements, and less (C) the amount (if any) by which (1) the sum of the aggregate
accrued net liability (if any) through and including such day of all Senior Swap Counterparties to the
Corporation on all Senior Swap Agreements plus the aggregate accrued net liability (if any) through and
including such day of all Subordinate Swap Counterparties to the Corporation on all Subordinate Swap
Agreements exceeds (2) the sum of the accrued and unpaid interest on all Senior Obligations through and
including such day plus the aggregate accrued net liability (if any) through and including such day of the
Corporation to all Senior Swap Counterparties on all Senior Swap Agreements;

{fH if such day shall be less than twelve (12) months prior to a Principal Payment Date on
which principal of Subordinate Obligations is due, to the Subordinate Current Debt Service - Principal
Subaccount, an amount equal to the lesser of: (i) the Balance credited to the Revenue Account, after all
transfers as of such day as provided above; or (if) the amount which, if deposited on such day and on the
last day of each succeeding calendar month to and including the last calendar month prior to the next
Principal Payment Date, would cause the Balance in the Subordinate Current Debt Service - Principal
Subaccount on such next Principal Payment Date to equal the principal of all Subordinate Obligations
maturing on such Principal Payment Date;

{g) to the Subordinate Credit Enhancement Fees Subaccount, an amount equal to the lesser
of: (i) the Balance credited to the Revenue Account, after all transfers as of such day as provided above; or
(i) the aggregate of all Subordinate Credit Enhancement Fees due and payable during the next succeeding
calendar month (if the amount of any Subordinate Credit Enhancement Fee which will be due and payable
during such next succeeding calendar month is not known or is not determinable at such time, a reasonable
estimate of the amount of such fee, as determined by the Corporation, shall be deemed for purposes of this
clause to be the amount due and payable);

{h) if such day shall be less than twelve months prior to a Subordinate Sinking Fund Payment
Date, to the Subordinate Sinking Fund Subaccount, an amount equal to the lesser of: (i) the Balance
credited to the Revenue Account, after all transfers as of such day as provided above; or (ii) the amount
which, if deposited on such day and on the last day of each succeeding calendar month to and including the
last calendar month prior to the next Subordinate Sinking Fund Payment Date, would cause the Balance
credited to the Subordimate Sinking Fund Subaccount on such Subordinate Sinking Fund Payment Date to
equal the aggregate of the principal of all Subordinate Obligations scheduled to be redeemed pursuant to
mandatory sinking fund provisions on such Subordinate Sinking Fund Payment Date;

(1) to the Reserve Subaccount, such amount, if any, as shall be necegsary in order for the
balance in the Reserve Subaccount to equal the Reserve Requirement;

) if any payments have been previously charged to the Original Proceeds Subaccount or the
Transferred Proceeds Subaccount, to the Original Proceeds Subaccount or the Transferred Proceeds
Subaccount, as applicable, an amount equal to the aggregate of all such charges less all previous transfers
described in this subparagraph;

(k) to any Subaccount in the Debt Service Account in such amounts as shall have been
specified by a notice delivered by the Corporation to the Trustee not later than the last Business Day of the
calendar month following the specified transfer date;

{Hh to the Revolving Subaccount, such amount as shall have been specified by a notice
delivered by the Corporation to the Trustee not later than the last Business Day of the calendar month
following the specified transfer date, provided that such notice shall be accompanied by a certificate
executed by an Authorized Officer that, based on reasonable projections, any moneys to be so used are not
reasonably expected to be needed for the payment of Debt Service on and with respect to the
Outstanding Obligations, Administrative Expenses, Credit Enhancement Fees (if any) or Bond Fees, or for
transfer to the Escrow Interest Account or the Rebate Account; and
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{m) to the Surplus Account, any balance remaining credited to the Revenue Account in excess
of such amount as the Corporation shall determine to be reasonably expected to be needed to pay Debt
Service on or with respect to the Outstanding Obligations, Administrative Expenses, Credit Enhancement
Fees (if any) or Bond Fees, or for transfer to the Escrow Interest Account or the Rebate Account.

From time to time amounts shall also be transferred from the Revenue Account to the Rebate
Account and the Escrow Interest Account as specified in or determined in accordance with “nonarbitrage
certificates” executed by the Corporation in connection with delivery of one or more Series of Tax-Exempt Bonds.

Debt Service Account

There shall be credited to the Senior Cuarrent Debt Service - Interest Subaccount and the
Subordinate Current Debt Service - Interest Subaccount, amounts derived from the sale of Obligations of a Series or
other amounts, if any, as provided in the Indenture and in Senies Supplements.

There shall be credited to the Senior Current Debt Service - Interest Subaccount, the Senior
Current Debt Service - Principal Subaccount, the Senior Sinking Fund Subaccount, the Senior Credit Enhancement
Fees Subaccount, the Subordinate Current Debt Service - Interest Subaccount, the Subordinate Current Debt Service
- Principal Subaccount, the Subordinate Sinking Fund Subaccount and the Subordinate Credit Enhancement Fees
Subaccount, all amounts transferred to such Subaccounts from the Revenrue Account. There shall also be deposited
into the Trust Estate Fund and credited to the Senior Current Debt Service - Interest Subaccount, the Senjor Current
Debt Service - Principal Subaccount, the Subordinate Current Debt Service - Interest Subaccount and the
Subordinate Current Debt Service - Principal Subaccount that portion of the proceeds from the sale of the
Corporation’s bonds, notes or other evidences of indebtedness, if any, to be used to pay (or reimburse a Credit
Enhancement Facility Provider for paying) interest on Senior Obligations, regularly scheduled principal of Senior
Obligations, interest on Subordinate Obligations and regularly scheduled principal of Subordinate Obligations,
respectively.

There shall be credited to the Reserve Subaccount proceeds derived from the sale of Obligations
of a Series or other amounts as provided in the Indenture and in Series Supplements. There shall also be credited to
the Reserve Subaccount all amounts required to be transferred from the Revemue Account to the Reserve
Subaccount,

There shali be deposited into the Trust Estate Fund all payments received from any Swap
Counterparty, and such payments shall be credited to the Senior Current Debt Service-Interest Subaccount, to the
extent necessary in order that the Balance credited to the Senior Current Debt Service-Interest Subaccount equal
interest due on the Senior Obligations on the next Interest Payment Date and all amounts due to Senior Swap
Counterparties on Senior Swap Agreements on such Interest Payment Date, with the remainder being credited to the
Subordinate Current Debt Service-Interest Subaccount, unless the Balances credited to the Senior Current Debt
Service-Principal Subaccount, the Senmior Credit Enhancement Fees Subaccount or the Senior Sinking Fund
Subaccount are not sufficient to make payments to be charged thereto at such time, in which event such remainder
shall be credited, in order of priority and to the extent needed in order that the Balances in such Accounts will be
sufficient to make payments to be charged thereto, to the Senior Current Debt Service-Principal Subaccount, the
Senior Credit Enhancement Fees Subaccount, the Senior Sinking Fund Subaccount and the Subordinate Current
Debi Service-Interest Subaccount.

There shall be credited to the Redemption Subaccount all amounts transferred from the Surplus
Account to the Redemption Subaccount and all amounts transferred from the Acquisition Account to the
Redemption Subaccount. That portion of the proceeds from the sale of the Corporation’s bonds, notes or other
evidences of indebtedness, if any, to be used to pay principal (prior to the Stated Maturity thereof) on the
Obligations shall be deposited into the Trust Estate Fund and credited to the Redemption Subaccount.

On each Interest Payment Date with respect to Senior Obligations or other date on which Senior
Obligations are to be redeemed, the Trustee shall withdraw from amounts in the Trust Estate Fund credited to the
applicable Subaccounts and remit the amounts required for paying principal of and interest on the Senior
Obligations when due and payable.
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On each date on which a payment is due to a Senior Swap Counterparty pursuant to a Senior Swap
Agreement, the Trustee shall withdraw from the Trust Estate Fund and remit the amounts required for such payment
to such Senior Swap Counterparty.

On each date on which any payment is due to any Senior Credit Enhancement Facility Provider,
the Trustee shall withdraw from the Trust Estate Fund and remit the amounts due to such Senior Credit
Enhancement Facility Provider.

On each Interest Payment Date with respect to Subordinate Obligations or other date on which
Subordinate Obligations are to be redeemed, the Trustee shall withdraw from the Trust Estate Fund and remit the
amounts required for paying principal of and interest on the Subordinate Obligations when due and payable;
provided that no amount shall be disbursed to redeem Subordinate Obligations (pursuant to sinking fund provisions
or otherwise) unless, after such redemption, the Senior Asset Requirement will be met.

On each date on which a payment is due to a Subordinate Swap Counterparty pursuant to a
Subordinate Swap Agreement, the Trustee shall withdraw from the Trust Estate Fund and remit the amounts
required for such payment to such Subordinate Swap Counterparty.

On each date on which any payment is due to any Subordinate Credit Enhancement Facility
Provider, the Trustee shall withdraw from the Trust Estate Fund and remit the amounts due to such Subordinate
Credit Enhancement Facility Provider,

Surplus Account

There shall be credited to the Surplus Account amounts transferred from the Revenue Account as
described above.

From time to time amounts shall be transferred from the Surplus Account to:

(a) the Senior Current Debt Service - Interest Subaccount, the Senior Current Debt Service -
Principal Subaccount, the Senior Sinking Fund Subaccount, the Senior Credit Enhancement Fees Subaccount, the
Subordinate Current Debt Service - Interest Subaccount, the Subordinate Current Debt Service - Principal
Subaccount, the Subordinate Sinking Fund Subaccount, and the Subordinate Credit Enhancement Fees Subaccount
as specified by a notice delivered by the Corporation to the Trustee not later than the last Business Day of the
calendar month succeeding the date of transfer;

(b) the Redemption Subaccount, upon receipt by the Trustee of a Corporation Order
specifying the amount to be transferred and directing the Trustee to use such amount to either redeem Outstanding
Obligations or purchase Qutstanding Obligations, upon receipt by the Trustee of a Cash Flow Certificate with
respect to such transfer and such use; and

{c} the Revolving Subaccount, upon receipt by the Trustee of a Corporation Order specifying
the amount to be transferred and the expected use of the moneys to be transferred and, if the date of transfer shall be
after the date on which Balances credited to the Revolving Subaccount shall have been required to be transferred to
the Redemption Subaccount, a Cash Flow Certificate with respect to such transfer and such use.

From time to time amounts credited to the Surplus Account shall be applied to pay Carry-over
Amounts.

From time to time the Trustee shall disburse funds from the Surplus Account for such other
purposes as the Corporation shall determine, upon the receipt by the Trustee of: (1) a certification by the
Corporation that, based on reasonable projections, any moneys to be so used are not reasonably expected to be
needed for the payment of Debt Service on the Outstanding Obligations, Administrative Expenses, Credit
Enhancement Fees (if any) or Bond Fees, or for transfer to the Escrow Interest Account or the Rebate Account; (2)
an opinion of counsel that such use is authorized by the Corporation’s charter of incorporation and bylaws and will
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not violate State law and an opinion of Bond Counsel that such use will not adversely affect the exclusion from
gross income for federal income tax purposes pursuant to Section 103 of the Code of interest on any Tax-Exempt
Bonds; (3) evidence that, after taking into account any such application, (A) the aggregate of the Balances in the
Trust Estate Fund (computed as of the last Business Day of the preceding calendar month) in excess of Budgeted
Administrative Expenses, Credit Enhancement Fees (if any) and Bond Fees for the next succeeding twelve months
(alt computed as of the last Business Day of the preceding calendar month} will be equal to at least 102% of the
principal amount of, plus accrued and unpaid interest (net of any amount owed to or by the Corporation pursuant {o
any Swap Agreement) on, the Outstanding Obligations (computed as of the last Business Day of the preceding
calendar month), and (B) the Senior Asset Requirement will be met; and (4) a Cash Flow Certificate.

Non-Trust Fund Escrow Interest Account and Rebate Account

The revenues, moneys and securities in the Non-Trust Estate Fund and the proceeds thereof are
not pledged to, shall not serve as security for, and shall not be available to pay, the principal of or interest on any of
the Obligations. Amounts credited to the Escrow Interest Account and the Rebate Account shall be invested in
accordance with and used solely for the purposes specified in “nonarbitrage certificates” executed in connection
with delivery of one or mare Series of Tax-Exempt Bonds.

Accounting

The Corporation shall maintain or cause to be maintained with respect to each Fund, Account and
Subaccount records of deposits, transfers and disbursements and of the Balances therein and shall provide to the
Trustee, on or before the last Business Day of each calendar month, a complete accounting showing all such
deposits, transfers and disbursements during the preceding calendar month and the Balance of each Account and
Subaccount at the end of such preceding calendar month. The Corporation may also advise the Trustee of other
transfers made between Funds, Accounts and Subaccounts and the Balances of such Funds, Accounts and
Subaccounts after such transfers. At any time that no Event of Default shall have occurred and be continuing, the
Trustee will rely upon all such accountings from the Corporation, absent manifest error or a failure of such
accounting to account for all monies and other assets received or held by the Trustee and all disbursements made by
the Trustee.

Certain Covenants
Administration of the Program

The Corporation shall administer, operate and maintain the Program in such manner as to ensure
that the Program and the Pledged Student Loans will benefit to the optimum extent consistent with the Corporation’s
overall objectives, from the FISL Program, the Guarantee Program and the federal program of reimbursement for
student loans pursuant to the Higher Education Act, or from any other federal statute providing for such federal
program.

Guarantee Agreements, Certificates of Insurance and Contract of Insurance

So long as any Obligations are Qutstanding or the Corporation has any obligation to any Other
Beneficiary, the Corporation and the Trustee (a) are required to take all reasonable action in order to magintain all
Guaraniee Agreements, all Certificates of Insurance and all Contracts of Insurance in force and effect and to enforce
their rights thereunder diligently; (b) will enter into such other similar or supplemental agreements as shall be
required to maintain benefits for all Pledged Student Loans covered thereby (provided, the Trustee shall not be
obligated to undertake the actions contemplated by the preceding clauses (a) and (b} if such action will require the
Trustee to risk its own funds or will cause the Trustee to incur any financial liability unless and until the Trustee
receives a satisfactory indemnity against such risk or Hability); and (c) will not voluntarily consent to or permit any
rescission of or consent to any amendment to or otherwise take any action under or in connection with any
Guarantee Agreement, Certificate of Insurance or the Confract of Insurance or any similar or supplemental
agreement which in any manner will materially adversely affect the rights of the Beneficiaries.
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Administration, Enforcement and Collection of Pledged Student Loans

The Corporation shall cause all Pledged Student Loans to be administered and collected in 2
competent, diligent and orderly fashion and in accordance with all requirements of the Higher Education Act, the
Secretary of Education, applicable regulations of the applicable Guarantors and the Indenture. The Corporation
shall cause to be diligently enforced and taken all steps, actions and proceedings reasonably necessary for the
enforcement of all terms, covenants and conditions of all Pledged Student Loans and agreements in connection
therewith; provided that the Corporation may grant a reasonable forbearance to an obligor or setile a default or cure
a delinquency on any Pledged Student Loan on such terms as shall be permitted by law and may forgive (and/or
agree to forgive) principal of and accrued and unpaid interest on Pledged Student Loans: (i) to comply with the
provisions of the Indenture and all non-arbitrage certificates executed in connection with the delivery of a Series of
Tax-Exempt Bonds; (ii) pursuant to an Approved Borrower Benefit Program; (iif) to the extent that such Student
Loan could have otherwise been released from the lien of the Indenture; or (iv) if the Corporation shall deliver to the
Trustee cash, Investment Securities and/or Eligible Loans with an aggregate value equal to the principal and interest
forgiven.

The Indenture provides that one or more Pledged Student Loans may be evidenced by a Master Note. In
such event, the Indenture provides that the Corporation shall cause any Servicing Agreement pursuant to which any
Servicer will hold Master Notes to include provisions with respect to such Master Notes as provided for in the
Indenture. The Indenture further provides that the Corporation shall cause any Master Notes delivered to it to be
promptly delivered to either a Servicer or the Trustee.

Limitation on Administrative Expenses and Bond Fees

The Corporation covenants that the Administrative Expenses and Bond Fees will not, in any Fiscal
Year, exceed those that are reasonable and necessary in light of all circumstances then existing and will not, in any
event, be in such amounts as will materially adversely affect the ability of the Corporation to pay or perform, as the
case may be, all of its obligations under the Indenture or the security for the Beneficiaries; provided, however, that
such covenant shall not prevent the Corporation’s paying reasonable and necessary Administrative Expenses and
Bond Fees at any time if the failure to pay such Administrative Expenses and Bond Fees would have a greater
material adverse affect on the ability of the Corporation to pay or perform, as the case may be, all of its obligations
under the Indenture or the security for the Beneficiaries than payment of such Administrative Expenses and Bond

Fees would have.

For so long as any Obligations shall be Outstanding, Administrative Expenses paid from the Trust
Estate Fund during any Bond Year shall not exceed the greater of: (a) amounts computed as set forth in the Series
2000-A-4&B-3 Supplement; or (b) such amount as shall be set forth in (or computed in accordance with) a
Corporation Order or Supplemental Indenture (including but not limited to a Series Supplement) delivered to the
Trustee and accompanied by a Cash Flow Certificate and written evidence from each Rating Agency that limiting
Administrative Expenses to the amount set forth in (or computed in accordance with) such Corporation Order or
Supplemental Tndenture will not cause the reduction or withdrawal of any rating or ratings then applicable to any
Qutstanding Obligations. For purposes of the foregoing, a Rating Agency's issuance of a rating with respect to any
Senior Obligations issued pursuant to a Series Supplement in the same Specific Rating Category as the rating on all
Qutstanding Senior Obligations and a rating with respect to any Subordinate Obligations issued pursuant to a Series
Supplement in the same Specific Rating Category as the rating on all Qutstanding Subordinate Obligations shall be
deemed to constitute evidence that application of any limitation on Administrative Expenses and Bond Fees set forth
in such Series Supplement will not cause the reduction or withdrawal of any rating or ratings then applicable to any
Qutstanding Obligations.

Continuing Fxistence and Qualification; Assignment

The Corporation will, except as provided below, maintain its existence as a Mississippi nonprofit
corporation and its status as a nonprofit corporation and an organization described in Section 501(c)(3) of the Code
exempt from federal income taxation under Section 501(a) of the Code (or any successor sections of a subsequent
federal income tax statute or code) and meeting the requirements of Section 150(d) of the Code for the issuance of
“qualified scholarship funding bonds”. The Corporation will, except as provided below, remain duly qualified to do
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business in the State of Mississippi and will not dispose of all or substantially all of its assets, except as otherwise
specifically authorized under the Indenture or under comparable provisions of any future indenture of the
Corporation with respect to subsequent issues of bonds, notes or other obligations of the Corporation, or consolidate
with or merge into another corporation or permit any other corporation to consolidate with or merge mto it unless
certain conditions specified in the Indenture are met.

Notwithstanding the foregoing, the Corporation need not continue to be a nonprofit corporation
described in Section 501(c)(3} of the Code, exempt from federal income taxation pursuant to Section 501(a) of the
Code and meeting the requirements of Section 150(d) of the Code for the issuance of “qualified scholarship funding
bonds” if the Corporation shall have provided to the Trustee: (i) written advice from each Rating Agency that the
Corporation’s failure to satisfy such requirements will not cause the withdrawal or reduction of any rating on any of
the Obligations; and (ii) a written opinion of nationally recognized bond counsel that the Corporation’s failure to
satisfy such requirements will not adversely affect the exclusion from gross income for federal income tax purposes
pursuant to Section 103 of the Code of interest on any Tax-Exempt Bonds.

Anything in the Indenture to the contrary notwithstanding, the Corporation may also assign all of
its rights in and to the Trust Estate if the Corporation shall have provided to the Trustee: (1) written advice from
each Rating Agency that such assignment will not cause the withdrawal or reduction of any rating on any of the
Obligations; and (ii) a written opinion of nationally recognized bond counsel that such assignment will not adversely
affect the exclusion from gross income for federal income tax purposes pursuant to Section 103 of the Code of
interest on any Tax-Exempt Bonds.

Student Loan Purchase Agreements

All Student Loan Purchase Agreements are required to include certain provisions as specified in
the Indenture, including provisions that all Student Loans purchased pursuant thereto are Eligible Loans and that all
rights thereunder are assignable to the Trustee.

Information Provided to Trustee

To enable the Trustee to monitor the servicing quality and financial conditions of the Corporation
and the Servicers, the Corporation shall provide the Trustee with the following information:

{a) As soon as prepared, and at least once in every 12 month period, with respect to each
Servicers, either (i) an opinion of a nationally recognized firm of certified public accountants concerning an
annual due diligence audit of the Corporation’s arrangements for the servicing of Student Loans by such
Servicer; addressing such Servicer’s compliance with applicable requirements of the Act, the Secretary and
each applicable Guarantor with respect to the servicing of Student Loans, and including a statement that
such Servicer is substantially in compliance with such requirements, or, if such statement is not made,
listing and describing any material violations in such servicing requirements; or (i) a copy of the
Compliance Audit (Attestation Engagement) for Lenders and Lender Servicers Participating in the Federal
Family Education Loan (“FFEL") Program submitted to the United States Department of Education by
such Servicer addressing the assertion made by such Servicer’s management that such Servicer materially
complied with the FFEL Program requirements, and including a statement by a firm of certified public
accountants that, in their opinion, management’s assertion is or is not fairly stated in all material respects.
(In the event that such Compliance Audit is not prepared by a firm of nationally recognized certified public
accountants, upon request of the Trustce the Corporation shall also provide to the Trustee within a
reasonable period of time following such request a report prepared by a firm of nationally recognized
certified public accountants (or other firm of certified public accountants acceptable to the Trustee) based
upon performance of “agreed upon procedures” reasonably acceptable to the Trustee.)

(b) As soon as possible, any audit examination or performance report (whether performed by
internal or external auditors) received by the Corporation that has been prepared with respect to the
Corporation’s or any Servicer’s activities under its student loan program, and the Corporation’s or such
Servicer’s, as the case may be, response thereto (if any).
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{c) Promptly after receiving notice of the commencement thereof, notice of any action, suit
or proceeding before any court or governmental department, commission, board, bureau, agency or
instrumentality, domestic or foreign, affecting the Corporation or any Servicer and which could have a
material adverse effect upon either the financial condition of the Corporation or such Servicer or the ability
of the Corporation or such Servicer to perfonn its obligations in connection with the Pledged Student
Loans.

{d) As soon as possible, and in any event within 5 days after knowledge of the Corporation
of the occurrence thereof, notice of any default or event of default under any Servicing Agreement, any
Guarantee Agreement or any other material agreement relating to the servicing and payment of Pledged
Student Loans.

(e) Such other information respecting the business, properties, condition or operations,
financial or otherwise, of the Corporation and any Servicer as the Trustee may reasonably request from
time to time, to the extent available to the Corporation.

Trustee's Duties to Monitor Servicing

The Trustee shall be deemed to have satisfied its obligation to monitor the Corporation’s
obligations with respect to Pledged Student Loans if the Trustee requires the provision of and reviews the
information required to be provided to the Trustee by the Indenture.

In the event such information indicates, in the reasonable judgment of the Trustee, that the
Pledged Student Loans are not being serviced in accordance with the requirements of the Indenture, the Trustee will
then specify in writing any deficiencies that, in its judgment, require correction. The Corporation’s failure to correct
the deficiencies specified by the Trustee shall constitute a breach of the Corporation’s obligations under the
Indenture unless, within 30 days (or such longer period as the Trustee may approve} thereafter, the Corporation shall
have submitted to the Trustee a certificate of a firm of Certified Public Accountants reasonably acceptable to the
Trustee to the effect that either (i) correction of the deficiencies specified is not required to enable the Corporation to
substantially comply with the Indenture, or {ii) failure to correct the specified deficiencies will not adversely affect
the Corporation’s ability to collect substantially all principal and interest payments and all other sums to which the
Corporation or the Trustee is entitled pursuant to any Student Loan Purchase Agreement and all grants, subsidies,
donations, insurance payments, Special Allowance Payments and all Guarantee or Insurance payments from any
Guarantor or from the Secretary of Education relating to the Pledged Student Loans.

Release of Student Loans
The Trustee shall release from the lien and pledge of the Indenture any Pledged Student Loan

{A) sold to a purchaser in accordance with the provisions of the Indenture for a purchase
price not less than the outstanding principal balance plus accrued borrower interest and Special Allowance
Payments upon receipt by the Trustee of immediately available funds in full payment therefor;

(B) which is not an Eligible Loan if the Corporation delivers to the Trustee (i) one or more
Eligible Loans with aggregate outstanding principal balances not less than such Student Loan and which
Eligible Loan or Loans are substituted by a Lender for such Student Loan pursuant to the applicable
Student Loan Purchase Agreement, (ii) an amount equal to the repurchase price for such Student Loan as
provided in the applicable Student Loan Purchase Agreement, or (iii) in the event a Lender does not
repurchase such Student Loan or substitute an Eligible Loan therefor pursuant to the applicable Student
Loan Purchase Agreement, either an amount equal to the outstanding principal balance of such Student
Loan or one or more Eligible Loans with aggregate outstanding principal balances not less than such
Student Loan;

) as requested by the Corporation, upon receipt by the Trustee of evidence satisfactory to
the Trustee that, after such release, the Senior Asset Requirement will be met; and
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(D) as specified by the Corporation, if there shall have been delivered to the Trustee Eligible
Loans in substitution therefor and either (i) evidence that such Eligible Loans meet certain conditions as
specified in the Indenture or (ii) a Cash Flow Certificate and evidence that (A) subsequent to such release
and delivery of Student Loans the Senior Asset Requirement will be met, or (B) that the Senior Asset
Requirement is not being met at the time and after such release and substitution of Student Loans, the ratio
of the Balances included in the Trust Estate Fund to the outstanding principal of and accrued and unpaid
interest on the Senior Obligations (net of amounts owed to or by the Corporation under Swap Agreements)
will be greater than such ratio would have been without such release and substitution of Student Loans.

Investments

All moneys held by the Trustee for the credit of any Fund, Account or Subaccount shall be
invested by the Trustee as directed by the Corporation, to the fullest extent practicable and reasonable, m Investment
Securities which shall mature or be redeemable at the option of the holder before the respective dates when such
moneys will be required for the purposes intended, and any earnings on or income from such mvestments shall be
deposited in the Trust Estate Fund and credited to the Income Subaccount.

Encumbrances

The Corporation may, without notice to or the consent of any other party, create a lien upon all or
any part of the Trust Estate subordinaie to the lien of the Indenture in connection with the execution of an indenture
authorizing the issuance of bonds, notes or other obligations of the Corporation the proceeds of which will be used
to defease all Outstanding Obligations in accordance with the Indenture if the Trustee determines that the creation of
such a lien will not adversely affect the security for the Beneficiaries in any material respect.

Tax Covenants

The Corporation covenants in connection with the issuance of each Series of Tax-Exempt Bonds:
that it will not take any action which may adversely affect (or omit to take any action necessary in order to avoid
adversely affecting) the exclusion of interest on each Series of Tax-Exempt Bonds from gross income for federal
income tax purposes pursuant to Section 103 of the Code; that it will use the proceeds of each Series of Tax-Exempt
Bonds and any other funds of the Corporation in such a manner that the use thereof will not cause any such Series of
Tax-Exempt Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code and the regulations
thereunder; and that it will not permit at any time any portion of the proceeds of each Series of Tax-Exempt Bonds
or any other funds of the Corporation to be used, directly or indirectly, in a manner which would adversely affect the
exclusion of interest on any Tax-Exempt Bond from gross income for federal income tax purposes pursuant to
Section 103 of the Code by reason of a violation of any of the limitations imposed by Sections 103 and 141 through
150 of the Code.

Events of Default and Remedies
Events of Defauit

The occurrence of any of the following events, whatever the reason therefor and whether
voluntary or involuntary or effected by operation of law, shall constitute an Event of Default.

{A) default in the due and punctual payment of any principal of or interest on any Senior
Obligation (in which event interest shall be payable to the extent permitted by law on the overdue amounts,

in each case at the interest rate borne by the Obligation in respect of which such payment is overdue); or

(B) defauit in the due and punctual payment of any amount owed to any Other Senior
Beneficiary; or

<) if no Senior Obligations are Outstanding and no amounts are owed to any Other Senior
Beneficiaries, default in the due and punctual payment of any principal of or interest on any Subordinate
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Obligation (in which event interest shall be payable to the extent permitted by law on the overdue amounts,
in each case at the interest rate borne by the Obligation in respect of which such payment is overdue); or

D if ne Senior Obligations are Qutstanding and no amounts are owed to any Other Senior
Beneficiaries, default in the due and punctual payment of any amount owed to any Other Subordinate
Beneficiary; or

(E) default in the performance or observance of any of the other covenants, agreements or
conditions on the part of the Cormporation contained in the Indenture, and such default shail have continued
for a period of ninety (90) days after written notice thereof, specifying such default, shalt have been given
by the Trustee to the Corporation, or by the Holders of not less than ten percent (10%) in aggregate
principal amount of the Outstanding Obligations to the Corporation and the Trustee; or

(F) (1) the Corporation shall (a) make a general assignment for the benefit of its creditors, (b)
apply for or consent to the appointment of or the taking of possession by any custodian, receiver, liquidator
or trustee for it or a substantial part of its property, (¢} admut in writing its inability, or be generally unable,
to pay its debts as such debts become due, (d) commence a voluntary case under the Federal Bankruptey
Code (as now or hereafter in effect), {e) file a petition seeking to take advantage of any other law relating to
bankruptcy, insolvency, reorganization, winding-up or composition or adjustment of debts, or (f) take any
action for the purpose of effecting any of the foregoing, or (2) (a) a proceeding or case shall be commenced
in any court of competent jurisdiction secking the liquidation, reorganization, dissolution, winding-up or
composition or readjustment of debts of the Corporation or the appointment of a trustee, receiver,
custodian, liquidator or the like of the Corporation, or of all or a substantial part of its property under the
Federal Bankruptcy Code or any law relating to bankruptcy, insolvency, reorganization, winding-up or
composition or adjustment of debts; and (b) such proceeding or case shall continue undismissed, or an
order, judgment or decree approving or ordering any of the foregoing shall be entered and continue
unstayed and in effect for a period of ninety (90) days from commencement of such proceeding or case, or
an order for relief or any similar order shall be entered in such proceeding or case.

Acceleration

Whenever any Event of Default described in (A), (B), (C), (D) or (F) above shall have occurred
and be continuing, the Trustee may {and upon the written request of the Acting Beneficiaries upon Default, the
Trustee shall), by notice in writing delivered to the Corporation, declare the principal of and interest accrued on all
Obligations then Qutstanding due and payable as provided below,

Whenever any Event of Default described in (E) above shall have occurred and be continuing the
Trustee shall, upon the written request of the Acting Beneficiaries upon Default, by notice in writing delivered to the
Corporation, declare the principal of and interest on all Obligations then QOutstanding due and payable as provided
below.

Whenever any Event of Default described in (E) above shall have occurred and be continuing the
Trustee may, by notice in writing delivered to the Corporation, declare the principal of and interest on all
Obligations then Outstanding due and payable as provided below, provided that prior to such declaration as
described in this paragraph the Trustee shall have received written evidence that such acceleration and any necessary
sale of Student Loans (including any sale at prices less than the Aggregate Market Value of such Student Loans) will
not cause the withdrawal or reduction of any rating then applicable to the Obligations.

In the event that the Trustee shall declare the principal of and interest accrued on all Obligations
then Outstanding due and payable, such principal and interest shall become immediately due and payable on the date
of declaration. At any time after such a declaration of acceleration has been made, but before a judgment or decree
for payment of the money due has been obtained by the Trustee, the Trustee may (and upon direction of the Acting
Beneficiaries upon Default shall), by written notice to the Corporation, rescind and annul such declaration and its
consequences if all Events of Default, other than the non-payment of the principal of and interest on Obligations
which have become due solely by such declaration of acceleration, have been cured or waived.
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No such rescission and ammulment shall affect any subsequent default or impair any right
consequent thereon,

Other Remedies,; Rights of Beneficiaries

If an Event of Default has occurred and is continuing, the Trustee may pursue any available
remedy by suit at law or in equity to enforce the covenants of the Corporation in the Indenture, including, without
limitation, any remedy of a secured party under the Mississippi Uniform Comnzercial Code, foreclosure, mandamus
and specific performance and may pursue such appropriate judicial proceedings as the Trustee shall deem most
effective to protect and enforce, or aid in the protection and enforcement of, the covenants and agreements in the
Indenture.

If any Event of Default shall have occurred and be continuing, and if it shall have been requested
to do so by the Acting Beneficiaries upon Default, and if the Trustee shall have been indemnified, the Trustee shall
be obliged to exercise such one or more of the rights and powers conferred by the Indenture as the Trustee, being
advised by its Counsel, shall deem most expedient in the interests of the Beneficiaries; provided, however, that the
Trustee shall have the right to decline to comply with any such request if the Trustee shall be advised by Counsel
that the action so requested may not lawfully be taken.

No remedy by the terms of the Indenture conferred upon or reserved to the Trustee or the
Beneficiaries is intended to be exclusive of any other remedy, but each and every such remedy shall be cumulative
and shall be in addition to any other remedy given to the Trustee or the Beneficiaries thereunder or now or hereafter
existing at law or in equity or by statute. The assertion or employment of any right or remedy under the Indenture
shall not prevent the concurrent assertion or employment of any other appropriate right or remedy.

No delay or omission to exercise any right or power accruing upon any Event of Default shall
impair any such right or power or shall be construed to be a waiver of any such Event of Default or acquiescence
therein; and every such right and power may be exercised from time to time and as often as may be deemed
expedient by the Trustee or the Acting Beneficiaries upon Default, as the case may be.

No waiver of any default or Event of Default under the Indenture, whether by the Trustee or by
any or all Beneficiaries, shall extend to or shall affect any subsequent default or Event of Default or shall impair any
rights or remedies consequent thereon.

Direction of Proceedings by Acting Beneficiaries Upon Default

The Acting Beneficiaries upon Default shall have the right, by an instrument or instruments in
writing executed and delivered to the Trustee, to direct the method and place of conducting all proceedings to be
taken in connection with the enforcement of the terms and conditions of the Indenture; provided that (a) such
direction shall not be otherwise than in accordance with the provisions of law and of the Indenture; (b) the Trustee
shall not deterniine that the action so directed would be unjustly prejudicial to the Beneficiaries not taking part in
such direction; and (c) the Trustee may take any other action deemed proper by the Trustee which is not inconsistent
with such direction.

Application of Moneys Upon Event of Default

Upon and after the occurrence of any Event of Default, all moneys held by the Trustee pursuant to
the Indenture and subject to the lien of the Indenture, or received by the Trustee pursuant to any right given or action
taken under the applicable provisions of the Indenture shall, after payment of the costs and expenses of the
proceedings resulting in the collection of such moneys and of the expenses, liabilities and advances incurred or
made by the Trustee with respect thereto, be applied as follows:

(A) Unless the principal of all the Obligations shall have become or shall have been declared
due and payable, all such moneys shall be applied:
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FIRST: To the payment to the persons entitled thereto of all installments of principal and interest
then due on the Senior Obligations and afl amounts owed to all Other Senior Beneficiaries, and if
the amount available shall not be sufficient to pay all such principal, interest and amounts owed in
full, then to the payment ratably, according to the amounts due, without regard to due date, to the
persons entitled thereto, without any discrimination or privilege; and

SECOND: To the payment to the persons entitled thereto of all installments of principal and
interest then due on the Subordinate Obligations and all amounts owed to Other Subordinate
Beneficiaries and, if the amount available shall not be sufficient to pay all such principal, interest
and amounts owed in full then to the payment ratably, without regard to due date, according to the
amounts due, to the persons entitled thereto, without any discrimination o1 privilege.

B) If the principa} of all Obligations shall have become due or shall have been declared due
and payable and such declaration has not been annulled and rescinded, all such moneys shall be applied
first to the payment of the principal and interest then due and unpaid upon the Senior Obligations, and all
amounts owed to Other Senior Beneficiaries, without preference or priority of principal over interest or of
interest over principal, or of any instaliment of interest over any other installment of interest, or of any
Senior Obligation or Senior Beneficiary over any other Senior Obligation or Senior Beneficiary, ratably,
according to the amounts due, to the persons entitled thereto without any discrimination or privilege; and
second to the payment of the principal and interest then due and unpaid upon the Subordinate Obligation,
and all amounts owed to Other Subordinate Beneficiaries, without preference or priority of principal over
interest or of interest over principal, or of any installment of interest over any other installment of interest,
or of any Subordinate Obligation or Subordinate Beneficiary over any other Subordinate Obligation or
Subordinate Beneficiary, ratably, according to the amounts due, to the persons entitled thereto without any
discrimination or privilege.

(O If the principal of all the Obligations shall have been declared due and payable, and if
such declaration shalil thereafter have been rescinded and anmutled under the provisions of the Indenture or
otherwise, then (subject to the provisions described in paragraph (B) above in the event that the principal of
all the Obligations shall later become due or be declared due and payable) the moneys shall be applied in
accordance with the provisions of paragraph (A) of this section.

Whenever moneys are to be applied by the Trustee pursuant to the provisions described in this
section, such moneys shall be applied by it at such times, and from time to time, as the Trustee shall determine,
having due regard to the amount of such moneys available for application and the likelihood of additional moneys
becoming available for such application in the future. Whenever the Trustee shall apply such funds, it shall fix the
date (which shall be an Interest Payment Date with respect to any Obligation unless it 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 shall cease to accrue. The Trustee shall give such notice as it may deem appropriate of the deposit with it of
any such moneys and of the fixing of any such date, and shall not be required to make payment to the Holder of any
unpaid Obligation until such Obligation shall be presented to the Trustee for appropriate endorsement or for
cancellation if fully paid.

Whenever all Obligations and interest thereon have been fully paid and all expenses and charges
of the Trustee have been paid, the Corporation and the Trustee shall be restored to their former positions under the
Indenture.

Remedies Vested in Trustee

All rights of action, including the right to file proof of claims under the Indenture or under any of
the Obligations, may be enforced by the Trustee without the possession of any of the Obligations or the production
thereof in any trial or other proceedings relating thereto, and any such suit or proceeding instituted by the Trustee
shall be brought in its name as Trustee without the necessity of joining as plaintiffs or defendants any Holders of the
Obligations, and any recovery of judgment shall be for the equal benefit of all Beneficiaries in respect of which such
judgment has been recovered.
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Limitation on Suits By Holders

No Holder of any Obligation shall have any right to institute any suit, action or proceeding in
equity or at law for the enforcement of the Indenture or for the execution of any trust of the Indenture or for the
appointment of a receiver or any other remedy under the Indenture unless (1) an Event of Default shall have occurred
and be continuing, (2) the Holders of not less than twenty-five percent (25%) in aggregate principal amount of
Obligations then Ouistanding shall have delivered a written request to the Trustee requesting that the Trustee
institute such suit, action or proceeding, (3) such Holder or Holders shall have offered to the Trustee indemnity, as
provided in the Indenture, (4) the Trustee shall thereafter have failed for a period of thirty (30) days after the receipt
of the request and indemmification to exercise the powers granted in the Indenture or to institute such action, suit or
proceeding in its own name and (5) no direction inconsistent with such written request shall have been given to the
Trustee during such thirty-day period by the Holders of a majority in principal amount of the Outstanding
Obligations; it being understood and intended that no one or more Holders of the Obligations shall have any right in:
any manner whatsoever to affect, disturb or prejudice the lien of the Indenture by its, his, her or their action or to
enforce any right thereunder except in the manner in the Indenture provided, and that all proceedings at law or in
equity shall be instituted, had and maintained in the manner provided in the Indenture and for the equal benefit of
the Holders of al} Qutstanding Obligations (or, if applicable, all Beneficiaries).

Undertaking for Costs

The Corporation and the Trustee agree, and each Holder of any Obligation by his acceptance
thereof shall be deemed to have agreed, that any court may, in its discretion, require, in any suit for the enforcement
of any right or remedy under the Indenture, or in any suit against the Trustee for any action taken or omitted by it as
Trustee, the filing by any party litigant in such suit of an undertaking to pay the costs of such suit, and that such
court may in its discretion assess reasonable costs, including reasonable attorneys’ fees, against any party litigant
other than the Trustee in such suit, having due regard to the merits and good faith of the claims or defenses made by
such party litigant; but such provisions shall not apply to any suit instituted by the Trustee, to any suit instituted by
any Holder or group of Holders holding in the aggregate more than ten percent (10%) in aggregate principal amount
of the Outstanding Obligations, or to any suit instituted by any Holder for the enforcement of the payment of the
principal of or interest on any Obligation on or after the respective Stated Maturities expressed in such Obligation
(o, in the case of redemption, on or after the Redemption Date}.

Waiver of Events of Default

The Trustee may waive any Event of Default and its consequences, and is required to waive any
Event of Default and its consequences upon written request of the Acting Beneficiaries upon Default; provided,
however, that there shali not be waived (a) any Event of Default in the payment of the principal of any Outstanding
Obligations at their Stated Maturity, (b) any Event of Default in the payment when due of the interest on any
Obligations, or {c) any Event of Default in the payment when due of any amount owed to any Other Beneficiary,
without the consent of such Other Beneficiary. No such waiver shall extend to any subsequent or other default or
Event of Default, or impair any right consequent thereon.

Notice to Holders and Other Beneficiaries if Default Occurs

The Trustee is required to give to all Holders of Obligations and Other Beneficiaries notice of all
Events of Default known to the Trustee, within thirty (30) days after the occurrence of such Event of Default, unless
such Event of Default shall have been cured before the giving of such notice; provided that, except in the case of
Events of Default in the payment of the principal of or interest on any of the Obligations, the Trustee shall be
protected in withholding such notice to the Holders if, and so long as, the board of directors, the executive
committee or a trust committee of directors or chief executive officer of the Trustee in good faith deternines that the
withholding of such notice is in the interest of the Holders.
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The Trustee
General

{(A) Except during the continuance of an Event of Default, (1) the Trustee undertakes to perform such
duties and only such duties as are specifically set forth in the Indenture, and no implied covenants or obligations
shall be read into the Indenture against the Trustee; and (2) in the absence of bad faith on its part, the Trustee may
conclusively tely, as to the truth of the statements and the correctness of the opinions expressed therein, upon
staternents, certificates or opinions furnished to the Trustee and conforming to the requirements of the Indenture; in
the case of any such statements, certificates or opinions which by any provisions of the Indenture are specifically
required to be furnished to the Trustee, the Trustee shall be under a duty only to examine the same and in good faith
to determine whether or not they conform to the requirements of the Indenture.

(B) In case an Event of Default has occurred and is continuing, the Trustee shall exercise such of the
rights and powers vested in it by the Indenture, and use the same degree of care and skill in their exercise, as a
prudent person would exercise or use under the circumstances in the conduct of his or her own affairs, subject,
however, to the provisions of (C) below.

(9] No provision of the Indenture shafl 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

(1) to the extent otherwise described in paragraph (A) above;

(2) the Trustee shall not be liable for any error of judgment made in good faith, unless it shall
be proved that the Trustee was negligent in attempting to ascertain the pertinent facts;

(3) the Trustee shall not be liable with respect to any action taken or omutted to be taken by it
in good faith in accordance with the direction of the Acting Beneficiaries Upon Default 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 the Indenture; and

{4 the Trustee shall not be required to expend or risk its own funds or otherwise incur any
financial Hability in the performance of any of its duties under the Indenture, or in the exercise of any of its
rights or powers, unless and until the Trustee receives a satisfactory indemnity against such risk or liability.

(D) The Trustee may execute any of the trusts or powers and perform any of its duties by or through
attorneys, agents, receivers, or employees but shall be answerable for the conduct of the same in accordance with the
standard specified in paragraph (B) above, subject, however, to the applicable provisions of (C) above, and shall be
entitled to and may require as a condition to any determination or other action under the Indenture advice of
Counsel. The Trustee may act upon the opinion or advice of any Counsel or Accountant selected by it in the
exercise of reasonable care. The Trustee shall not be responsible for any loss or damage resulting from any action or
nonaction based on its good faith reliance upon such opinion or advice.

(E) The Trustee shall not be responsible for any recital in the Indenture or in the Obligations (except
with respect to any certificate of the Trustee endorsed on the Obligations), or for the investment of moneys (except
to the extent such investment is in violation of a provision of the Indenture), or for the filing or refiling of the
Indenture or any Supplemental Indenture or for the validity of the execution by the Corporation of the Indenture or
any Supplemental Indenture or instrument of further assurance, or for the sufficiency of the security for any of the
Obligations issued under the Indenture or intended to be secured by the Indenture, or for any disclosure to
prospective purchasers of the Obligations in any preliminary official statement, preliminary offering memorandum,
official statement or offering memorandum distributed in connection with the sale of Obligations, other than any
portions thereof relating to the Trustee.

(F) The Trustee shall not be accountable for the use or application by the Corporation of any of the
Obligations or the proceeds thereof or for the use or application of any money paid over by the Trustee in
accordance with the provisions of the Indenture.
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(G) The Trustee shall be protected in acting upon any notice, order, requisition, request, consent,
certificate, order, opinion (including an opinion of Counsel), affidavit, letter, telegram or other paper or document in
good faith deemed by it to be genvine and correct and to have been signed or sent by the proper Person or Persons.
Any action taken by the Trustee pursuant to the Indenture, upon the request or authority or consent of any Person
who at the time of making such request or giving such authority or consent is the Holder of any Obligation, shall be
conclusive and binding upon all future Holders of the same Obligation and all Obligations issued in exchange
therefor or in place thereof.

(H} As to the existence or nonexistence of any fact or as to the sufficiency or authenticity of any
instrament, paper or proceeding, the Trustee shalf be entitled to rely upon a certificate of the Corporation, signed by
an Authorized Officer, as sufficient evidence of the facts stated therein,

(D The Trustee shall not be required to give any bond or surety.

(N Beifore taking any action under the Indenture requested by Holders, Other Beneficiaries, the
Corporation or any other Person, the Trustee may require that it be furnished an indemnity bond or other indemnity
satisfactory to it for the reimbursement of all expenses to which it may be put and to protect it against all liability,
except liability which results from the negligence or willful misconduct of the Trustee, by reason of any action so
taken by the Trustee.

(K) The Trustee shall periodically file Uniform Commercial Code continuation statements as required
to maintain the effectiveness of any Uniform Commercial Code financing statements evidencing the lien of the
Trustee as secured party under the Indenture.

(L} The Trustee covenants, represents and agrees that:

(1) it is an Eligible Lender and that while the Obligations are Outstanding and further during
the time it has title to any Pledged Eligible Loans acquired pursuant to the terms of the Indenture, it will use its best
efforts to remain an Eligible Lender;

(ii) it will not exercise any of the rights, duties, or privileges under the Indenture in such
manner as would cause the Pledged Eligible Loans held or acquired under the Indenture to be transferred, assigned,
or pledged as security to any Person or entity other than an Eligible Lender so long as the Higher Education Act
prohibits the same; provided, however, that in the exercise of any of the above stated rights, duties, or privileges the
Trustee may rely upon Corporation Orders and any and all representations by the Corporation and its agents,
including, but not limited to, the Servicers and shall be fully protected in so relying;

(1i1) it will comply with the requirements of Higher Education Act as specified by the
Corporation insofar as they relate to the Trustee’s duties under the Indenture, and will, upon written notice from the
Corporation, the Secretary, or any Guarantor, use its best efforts to cause the Indenture to be amended in accordance
with the procedures described therein if the Higher Education Act is hereafter amended so as to be contrary to the
terms of the Indenture; and

(iv} the Trustee is acting as an Eligible Lender on behalf of the Corporation, and as a trustee
of the Trust Estate on beha!f of the Beneficiaries in accordance with the terms of the Indenture.

The parties acknowledge that, pursuant to each Servicing Agreement, each Servicer shall be
responsible for the physical custody and preservation of Pledged Eligible Loans and the supporting documents
submitted to and received by it and that the Trustee shall have no responsibility therefor.

(M) The parties recognize that the Trustee has (or will have) special contractual obligations and rights
with respect to the Guarantee Agencies and Other Qualified Guarantors which must be maintained and preserved in
order for the Trustee to remain an Eligible Lender, and the Trustee specifically covenants to maintain its obligations
and enforce its rights under any such contracts during the administration of the trust.
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Lien of Trustee

At any time that an Event of Default shall have occurred and be continuing, the Trustee shail have
a lien on the Trust Estate and shall have a right of payment of its fees, advances, legal fees and expenses prior to any
payments to any other Beneficiaries.

Resignation By Trustee

‘The Trustee may at any time resign and be discharged of the duties and obligations created by the
Indenture by giving sixty (60) days written notice to the Corporation and, by first class mail, to all Beneficiaries, and
such resignation shall take effect upon the appointment of a successor Trustee.

Removal of Trustee

The Trustee may be removed at any time by an instrument signed by the Corporation and filed
with the Trustee and shall be removed by the Corporation if at any time so requested by an instrument or concurrent
instruments in writing, filed with the Trustee and the Corporation, and signed by the Holders of not iess than
seventy-five percent (75%) in aggregate principal amount of the Obligations then Qutstanding (or their attorneys-in-
fact duly authorized) excluding any Obligations held by or for the account of the Corporation. Notwithstanding the
foregoing, the Trustee may not be removed unless and until a successor trustee has been appointed pursuant to the
Indenture.

Appointment of Successor Trustee

In case the Trustee shall resign or be removed, or be dissolved or otherwise become incapable of
acting under the Indenture, or in case it shall be taken under the control of any public officer or officers, or of a
receiver appointed by a court, the Corporation by a Board Resolution may remove the Trustee and shall promptly
appoint a successor. If, within one year of such vacancy occurring, the Holders of not less than seventy-five percent
(75%) in aggregate principal amount of the then Ouistanding Obligations, by an instrument or concurrent
instruments in writing signed by such Holders, or by their attorneys-in-fact duly authorized, appoint a successor,
such successor shall supersede the successor appointed by the Corporation. If no successor trustee has been
appointed as provided in the Indenture after ninety (90) days from the mailing of notice of resignation by the
Trustee, or from the date the Trustee is removed or otherwise incapable of acting under the Indenture, any
Beneficiary may petition a court of competent jurisdiction to appoint a successor trustee.

Successor Trustee

Any corporation, association or agency into which the Trustee may be converted or merged, or
with which it may be consolidated, or to which it may sell or transfer its trust business and assets as a whole or
substantially as a whole, or any corporation or association resulting from any such conversion, sale, merger,
consolidation or transfer to which it is a party, ipso facto, shall be and become successor Trustee and vested with all
of the trusts, powers, discretions, immunities, privileges and all other matters as was its predecessor, without the
execution or filing of any instrument or any further act, deed or conveyance on the part of any of the parties to the
Indenture, anything in the Indenture to the contrary notwithstanding.

Supplemental Indentures
Supplemental Indentures Not Requiring Consent of Beneficiaries

The provisions of the Indenture may be amended at any time and from time to time for any
purpose provided that: (i) no such amendment shall be effective until the Trustee shall have received written
evidence from each Rating Agency that such amendment will not cause a reduction or withdrawal of any ratings
then applicable to the Obligations; (ii) no such amendment to certain provisions affecting Auction Procedures shall
be effective with respect to a Series of Obligations unless and until (a) notice shall have been given to all Holders of
Auction Rate Obligations of such Series describing (or including a copy of) the amendment, and (b) either
(i) Sufficient Clearing Bids shall be received (or all Auction Rate Obligations of such Series shall be subject to Hold
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Orders) at the first Auction with respect to such Series of Auction Rate Obligations not less than fifieen (15) days
subsequent to such notice; or (ii) all Auction Rate Obligations of such Series shall have been purchased pursuant to
Section 4.11 of the Indenture on or prior to the effective date of such amendment; and (iii) applicability of any
amendment to certain provisions applicable to Obligations bearing interest at Variable Rates or a Fixed Rate shall be
conditioned upon meeting certain additional requirements.

Supplemental Indentures Requirving Consent of Holders

Exclusive of Supplemental Indentures described above, the Trustee, upon receipt of an instrument
evidencing the consent to the below-mentioned Supplemental Indenture by the Holders of not less than two-thirds of
the aggregate principal amount of the Outstanding Senior Obligations and the Holders of not less than two-thirds in
aggregate principal amount of the Outstanding Subordinate Obligations and such additional consents, if any, as shall
be required pursuant to a Series Supplement, shall join with the Corporation in the execution of such other mndenture
or indentures supplemental to the Indenture as shall be deemed necessary and desirable for the purpose of
modifying, altering, amending, adding to or rescinding, in any particular, any of the terms or provisions contained in
the Indenture; provided, however, that nothing contained in the Indenture shall permit or be construed as permitting
without the consent of each Beneficiary which would be adversely affected thereby:

(a) an extension of the maturity of the principal of or the interest on any Obligation; or

(b) a reduction in the principal amount or the Redemption Price of any Obligation or the rate of interest
thereon; or

(c) a privilege or priority of any Senior Obligation or Senior Obligations or Senior Beneficiary or Senior
Beneficiaries over any other Senior Obligation or Senior Obligations or Senior Beneficiary or Senior
Beneficiaries; or

(d) a privilege or priority of any Subordinate Obligation or Subordinate Obligations or Subordinate
Beneficiary or Subordinate Beneficiaries over any other Subordinate Obligation or Subordinate
Obligations or Subordinate Beneficiary or Subordinate Beneficiaries; or

(¢) areduction in the aggregate principal amount of the Obligations required for consent to Supplemental
Indentures; or

(f) the creation of any lien ranking prior to or on a parity with the lien of the Indenture on the Trust Estate
or any part thereof, except as expressly permitted pursuant to the Indenture; or

(g) any Beneficiary to be deprived of the lien created by the Indenture on the rights, title, interest,
privileges, Pledged Student Loans, revenues, moneys, evidences of indebtedness and securities
pledged under the Indenture; or

(h) the modification of any of the provisions described in this paragraph.

If at any time the Corporation shall request the Trustee to enter into any such Supplemental
Indenture for any of such purposes, the Trustee shall, upon being satisfactorily indemnified with respect to expenses,
cause notice of the proposed execution of such Supplemental Indenture to be mailed to each Beneficiary. Such
notice shall briefly set forth the nature of the proposed Supplemental Indenture and shall state that copies thereof are
on file at the principal office of the Trustee for inspection by all Beneficiaries. The Trustee shall not, however, be
subject to any liability to any Beneficiary by reason of its failure to mail such notice, and any such failure shall not
affect the validity of such Supplemental Indenture when consented to and approved as described in this paragraph.
If the Holders of two-thirds in aggregate principal amount of the Outstanding Senior Obligations and the Holders of
two-thirds in aggregate principal amount of the Outstanding Subordinate Obligations, at the time of the execution of
any such Supplemental Indenture, shall have consented to and approved the execution thereof as provided in the
Indenture, and all other consents required by a Series Supplement shall have been obtained, no Beneficiary shall
have any right to object to any of the terms and provisions contained therein, or the operation thereof, or in any
manner to question the propriety of the execution thereof, or to enjoin or restrain the Trustee or the Corporation
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from executing the same or from taking any action pursuant to the provisions thereof. Upon the execution of any
such Supplemental Indenture, the Indenture shali be, and be deemed to be, modified and amended in accordance
therewith.

Opinion and Rating Agency Approval Required Prior fo Execution of Supplemental Indenture

No Supplemental Indenture shall be executed unless, prior to the execution thereof, the
Corporation shall provide to the Trustee an opinion of Bond Counsel to the effect that the execution of such
Supplemental Indenture will not adversely affect the exclusion from gross income for federal income tax purposes
pursuant to Section 103 of the Code of interest on any Tax-Exempt Bonds; and the Trustee shall have received
written evidence that execution of such Supplemental Indenture will not cause the withdrawal or reduction of any
rating then applicable to any of the Obligations.

Discharge of Indenture

' Discharge of Liens and Pledges; Obligations No Longer Ouistanding and Deemed to be Paid Under the
Indenture

The obligations of the Corporation under the Indenture, and the liens, pledges, charges, trusts,
covenants and agreements of the Corporation therein made or provided for, shall, except as may be otherwise
provided in a Series Supplement, be fully discharged and satisfied as to any Obligation, and such Obligation shall no
longer be deemed to be Outstanding under the Indenture:

{1 when such Obligation shall have been canceled; and

(11) as to any Obligation not canceled, when payment of the principal of such
Obligation, plus interest on such principal to the due date thereof (whether such due date be by reason of maturity,
call for redemption or otherwise), either (a) shall have been made or caused to be made in accordance with the terms
of the Indenture, or (b) shall have been provided for by irrevocably depositing with the Trustee and irrevocably
appropriating and setting aside exclusively for such payment (1) moneys sufficient to make such payment or
{2) AAA Refunded Municipals or Govemment Obligations (or any combination thereof) maturing as to principal
and interest in such amount and at such times as will ensure the availability of sufficient moneys to make such
payment and (A)the Corporation shall have delivered to the Trustee evidence, verified by a certified public
accountant acceptable to the Trustee, that such moneys, if any, together with amounts to be received with respect to
such Government Obligations and AAA Refunded Municipals, will be sufficient for such purpose and (B) all
necessary and proper fees, compensation and expenses of the Trustee pertaining to the Obligation with respect to
which such deposit is made shall have been paid or the payment thereof provided for.

Any Obligation which shali be deemed to be no longer Qutstanding under the Indenture shall
cease to accrue interest from the due date thereof {whether such due date be by reason of maturity, call for
redemption or otherwise) and such Obligation, except for the purposes of any such payment from such moneys or
AAA Refunded Municipals or Government Obligations, shall no longer be secured by or entitled to the benefits of
the Indenture.

Notwithstanding the foregoing, no deposit described under clause (ii}(b) above shall constitute
such payment, discharge and satisfaction as aforesaid, as to any such Obligations which are to be redeemed prior to
their Stated Maturity, until proper notice of such redemption shall have been previously given in accordance with
the Indenture or provision satisfactory to the Trustee shall have been iirevocably made for the giving of such notice.

Any such moneys so deposited with the Trustee may at the direction of the Corporation also be
invested and reinvested in AAA Refunded Municipals or Government Obligations, maturing in the amounts and
times as in the Indenture set forth, and all income from ali such investiments in the hands of the Trustee which is not
required for the payment of the Obligations and interest thereon with respect to which such moneys shall have been
so deposited shall, if the Corporation shall have delivered to the Trusiee evidence, verified by a certified public
accountant acceptable to the Trustee, that the moneys then held by the Trustee, together with amounts to be received
with respect to Government Obligations and AAA Refunded Municipals held by the Trustee, will be sufficient to
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pay all principal of and interest on such Obligations, be paid to the Corporation and if any Obligations are then
Qutstanding, shall be deposited in the Fund or Account into which investment earnings on proceeds of the
Obligations of such Series were deposited, as and when realized and collected, for crediting, use and application as
are such investment earnings; or otherwise as determined by the Trustee to be appropriate.

Notwithstanding any other provision of the Indenture, all moneys or Government Obligations or
AAA Refunded Municipals set aside and held in trust pursuant to the provisions described above for the payment of
the principal of and interest on Obligations shall, to the extent needed for such purpose, be applied to and used
solely for the payment of the principal of and interest on the particular Obligations with respect to which such
moneys and Government Obligations and AAA Refunded Municipals have been so set aside in trust.

Any moneys or Investment Securities held by the Trustee for the holder of Obligations remaining
unclaimed for one (1) year after the latest Maturity of the principal of any Obligation (whether at maturity, upon cali
for redemption or otherwise) shall without further request by the Corporation be paid by the Trustee to the
Corporation and thereafter the Trustee shall have no liability with respect to such moneys.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

$9,100,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,000,000 Student Loan Revenue Bonds, Subordinate Series 2000-B-3

APPENDIX C

DESCRIPTION OF THE FEDERAL FAMILY EDUCATION L.OAN PROGRAM

Introduction

The following descriptions of the Federal Family Education Loan Program (the “FFEL program”,
formerly known as the Guaranteed Student Loan Program, including the Stafford Student Loan Program, the
Supplemental Toans for Students Program, Parent Loans for Undergraduate Students (PLUS} Program, and
Consolidation Loan Program as authorized under Title IV, part B of the Higher Education Act of 1965, as amended)
are qualified in their entirety by reference to the Higher Education Act. Since its original enactment in 1963, the
Higher Education Act has been amended and reauthorized several times, including by the Higher Education
Amendments of 1986, 1990, 1992, 1993 and 1998. There can be no assurance that the Higher Education Act, or
other relevant law, will not be changed in a manner that will adversely impact the programs described below. In
particular, the enacted legislation and other measures described under “Legislative and Admunistrative Matters”
below, or future measures may adversely affect these programs.

Legislative and Administrative Matters

The Higher Education Act sets forth provisions establishing the FFEL program, according to
which state agencies or private nonprofit corporations administering student loan insurance programs —are
reimbursed for losses sustained in the operation of their programs, and holders of certain loans made under such
programs are paid subsidies for owning such loans. The agencies and corporations admunistering student loan
insurance programs are known as guarantee agencies.

The Higher Education Act currently authorizes certain student loans to be covered under the FFEL
program through June 30, 2003. Congress has extended similar authorization dates in prior versions of the Higher
Fducation Act. However, there can be no assurance that the current authorization dates will again be extended or

that the other provisions of the Higher Education Act will be continued in their present form.

Various amendments to the Higher Education Act have revised the FFEL program from time to
time. These amendments include, but are not limited to:

o the Work Incentives Improvement Act of 1999 (the 1999 Amendment);

» the Higher Education Amendments of 1998 (the 1998 Reauthorization Bill);

¢ the Intermodal Surface Transportation Efficiency Act of 1998 (the 1998 Amendments);
= the 1997 Budget Reconciliation Act (P.L. 105-33);

¢ the Emergency Student Loan Consolidation Act of 1997;

o the Higher Education Technical Amendments Act of 1993;

o the Omnibus Budget Reconciliation Act of 1993 (the 1993 Amendments);



s the Higher Education Amendments of 1992, which reauthorized the FFEL program;
s the Omnibus Budget Reconciliation Acts of 1990, 1989, 1987,

e  the Higher Education Technical Amendments Act of 1987;

s the Higher Education Amendments of 1986, which reauthorized the FFEL program;
s the Consolidated Ommibus Budget Reconciliation Act of 1985;

¢ the Postsecondary Student Assistance Amendments of 1981; and

e the Education Amendments of 1980.

Omnibus Budget Reconciliation Act of 1993. Under the 1993 Amendments, Congress made a number of
changes that may adversely affect the financial condition of the guarantee agencies, as such changes reduce certain
financial benefits previously enjoyed by guarantee agencies and give the Department of Education broad powers
over guarantee agencies and their reserves. See “Confracts with Guarantee Agencies” and “The Guarantee
Agencies” for a more detailed description of the impact of this legislation on guarantee agencies. The changes
create a significant risk that the resources available to the guarantee agencies to meet their guarantee obligations will
be significantly reduced.

in addition, this legislation sought to greatly expand the loan volume under the direct lending
program of the Department of Education known as the Federal Direct Student Loan Program, to a target of
approximately 60% of student loan demand in academic year 1998-1999. Only about 35% of such loan demand is
currently being met under the direct lending program. The expansion of this program in the future counld result in
increasing reductions in the volume of loans made under the FFEL program.

Under the Federal Direct Student Loan Program, the Department of Education directly originates
and holds student loans without the involvement of private lenders, If the Federal Direct Student Loan Program
expands, the master servicer or the servicers may experience increased costs due to reduced economies of scale or
other adverse effects on their business to the extent the volume of loans serviced by the servicers is reduced. Such
reductions or effects could occur as a result of reductions in the volume of new loans made under the FFEL program
or the consolidation of existing loans under the Federal Direct Student Loan Program. These cost increases could
affect the ability of the master servicer or the servicers to satisfy their obligations to service the financed student
loans or to purchase financed student loans in the event of certain breaches of the servicers’ covenants. See
“Servicing — Servicer Covenants.” Volume reductions could further reduce revenues received by the guarantee
agencies available to pay claims on defaulted financed FFELP loans. Finally, the level of competition currently in
existence in the secondary market for loans made under the FFEL program could be reduced, resulting in fewer
potential buyers of the financed FFELP loans and lower prices available in the secondary market for those loans.

Emergency Student Loan Consolidation Act of 1997. On November 13, 1997, President Clinton signed into
law the Emergency Student Loan Consolidation Act of 1997, which made significant changes to the Federal
Consolidation Loan Program. These changes include:

(1) providing that federal direct student loans are eligible to be included in a consolidation loan;
{2) changing the borrower interest rate on new consolidation loans, previously a fixed rate based on
the weighted average of the loans consolidated, rounded up to the nearest whole percent, to the

annually variable rate applicable to Stafford loans (i.e., the bond equivalent rate at the last auction
in May of 91-day Treasury Bills plus 3.10%, not to exceed 8.25% per annumy;

(3) providing that the portion of a consolidation loan that is comprised of subsidized Stafford loans
retains its subsidy benefits during periods of deferment; and
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{4) establishing prohibitions against various forms of discrimination in the making of consolidation
loans.

Except for the last of the above changes, all such provisions expired on September 30, 1998. The combination of
the change to a variable rate and the 8.25% interest cap reduced the lender’s yield in most cases below the rate that
would have been applicable under the previous weighted average formula.

FY 1998 Budget. In the 1997 Budget Reconciliation Act (P.L. 105-33), several changes were
made to the Higher Education Act that impact the FFEL program. These provisions include, among other things,
requiring guarantee agencies to return an aggregate of 31 billion of their reserve funds to the U.S. Treasury by
September 1, 2002, to be paid in annual installments, greater restrictions on use of reserves by guarantee agencies
and a continuation of the adrninistrative cost allowance payable to guarantee agencies (which is a fee paid to federal
guarantors equal to 0.85% of new loans guaranteed). See “Contracts with Guarantee Agencies.”

71998 Amendments. On May 22, 1998, Congress passed, and on June 9, 1998, the President signed
into law, a temporary measure relating to the Higher Education Act and FFEL program loans as part of the
Intermodal Surface Transportation Efficiency Act of 1998, known as the 1998 Amendments, that revised interest
rate changes under the FFEL program that were scheduled to become effective on July 1, 1998. For loans made
during the period July 1, 1998 through September 30, 1998, the borrower interest rate for Stafford loans and
unsubsidized Stafford loans is reduced to a rate of 91-day Treasury Bil! rate plus 2.30% (1.70% during school, grace
and deferment), subject to a maximum rate of 8.25%. As described below, the formula for Special Allowance
Payments on Stafford loans and unsubsidized Stafford loans is calculated to produce a yield to the loan holder of 91~
day Treasury Bill rate plus 2.80% (2.20% during school, grace and deferment).

1998 Reauthorization Bill. On October 7, 1998, President Clinton signed into law the 1998
Reauthorization Bill, which enacted significant reforms in the FFEL program. The major provisions of the 1998
Reauthorization Bill include the following:

e  All references to a “transttion” to full implementation of the Federal Direct Student Loan Program
were deleted from the FFEL program statute.

*  Guarantee agency reserve funds were restructured so that guarantee agencies are provided with
additional flexibility in choosing how to spend certain funds they receive.

e Additional recall of reserve funds by the Secretary of Education was mandated, amounting to $835
million in fiscal year 2002, $82.5 million in fiscal year 2006, and $82.5 million in fiscal year
2007. However, certain minimum reserve levels are protected from recall.

e  The administrative cost allowance was replaced by two new payments, a student loan processing
and issuance fee equal to 65 basis points (40 basis points for loans made on or after October 1,
2003} paid at the time a loan is guaranteed, and an account maintenance fee of 12 basis points (10
basis points for fiscal years 2001-2003) paid annually on outstanding guaranteed student loans.

e  The percentage of collections on defaunited student loans a guarantee agency is permitted to retain
is reduced from 27% to 24% plus the complement of the reinsurance percentage applicable at the
time a claim was paid to the lender of the student loan. This percentage will be further reduced to
23% beginning on October 1, 2003,

e  Federal reinsurance provided to guarantee agencies is reduced from 98% to 95% for student loans
first disbursed on or after October 1, 1998.

e  The delinquency period required for a loan to be declared in default is increased from 180 days to

270 days for loans on which the first day of delinquency occurs on or after the date of enactment
of the 1998 Reauthorization Bill.
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e Interest rates charged to borrowers on Stafford loans, and the yield for Stafford loans holders
established by the 1998 Amendments, were made permanent.

+= Consolidation loan interest rates were revised to equal the weighted average of the loans
consolidated rounded up to the nearest one-eighth of 1%, capped at 8.25%. When the 91-day
Treasury Bill rate plus 3.1% exceeds the borrower’s interest rate, Special Allowance Payments are
made to make up the difference.

s  The lender-paid offset fee on consolidation loans of 1.05% is reduced to .62% for loans made
pursuant to applications received on or after October 1, 1998 and on or before January 31, 1999.

o The consolidation loan interest rate calculation was revised to reflect the rate of consolidation
loans, and wiil be effective for loans on which applications are received on or after October 1,
1998 and before July 1, 2003.

e Lenders are required 1o offer extended repayment schedules to new borrowers after the enactment
of the 1998 Reauthorization Bill who accumulate after such date outstanding loans under the
FFEL program totaling more than $30,000; under these extended schedules the repayment period
may extend up to 25 years subject to certain minimum repayment amounts.

s The Secretary of Education is authorized to enter into six voluntary flexible agreements with
guarantee agencies under which various statutory and regulatory provisions can be waived.

s Consolidation loan lending restrictions are revised to allow lenders who do not hold one of the
borrower’s underlying FFEL program loans to issue a consolidation loan to a borrower whose
underlying FFEL program loans are held by multiple holders.

s Inducement restrictions were revised to permit guarantee agencies and lenders to provide
assistance to schools comparable to that provided to schools by the Secretary of Education under
the Federal Direct Student Loan Program.

o The Secretary of Education is now required to pay off student loan amounts owed by borrowers
due to failure of the borrower’s school to make a tuition refund allocable to the stadent loan.

» Discharge of FFEL program loans and certain other student loans in bankruptcy is now limited to
cases of undue hardship regardless of whether the student loan has been due for more than seven
vears prior to the bankruptey filing.

The new recall of reserves and reduced reinsurance for guarantee agencies increase the risk that resources
available to the guarantee agencies to meet their guarantee obligations will be significantly reduced.

1999 Amendment

The Work Incentives Improvement Act of 1999 passed by Congress in late November 1999 and signed into
law by President Clinton on December 17, 1999, included a change in the reference index for determining lender
yield of Stafford loans, PLUS loans and Federal Consolidation loans. The formula used to calculate Special
Allowance Payments for loans first disbursed on or after January 1, 2000, and before July 1, 2003, is based on the
90-day Commercial Paper (financial) rates in effect for each of the days in such quarter as reported by the Federal
Reserve in Pubiication H-15 (the “CP Rate”). Under the new formula, special allowance rates for Stafford Loans
and unsubsidized Stafford Loans will be calculated to provide the loan holder with a minimum yield equal to the CP
Rate plus 1.74 percent during in-school periods, grace periods and deferment periods, and CP Rate plus 2.34 percent
during repayment periods; PLUS loans and Consolidation loans will be calculated based on the CP Rate plus 2.64
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1999 Final Regulations

The Department of Education published its final regulations (the “1999 Final Regulations”) implementing
the 1998 Reauthorization Bill. The 1999 Final Regulations implement and interpret the 1998 Reauthorization Bill
and by and large reflect the consensus of the federal and non-federal negotiators who participated in the negotiated
rulemaking process.

The major provisions of the 1999 Final Regulations include:

Lenders may capitalize interest on unsubsidized loans only when the loan enters repayment, at the
expiration of the period of authorized deferment, at the expiration of a forbearance, and when the
borrower defaults.

Lenders may assess a lower origination fee to borrowers provided the lenders do so consistently on a
state-by-state basis. Specifically, if a lender chooses to offer a lower origination fee, it must do so for
each of its borrowers attending school in that state and each of its borrowers who are residents of that
state.

Periods of service by a borrower in the armed forces are excluded from the borrower’s six-month grace
period.

The requirements for documentation regarding a borrower’s eligibility for some types of deferments
were relaxed.

The six-month limit for applying some in-school deferments retroactively was removed.

Lenders may grant administrative forbearances to resolve delinquencies that existed at the time a
natural disaster forbearance is applied.

Lenders are required to suspend collection activities against all parties to a loan (borrower, co-maker,
endorser) if any of those parties file for a Chapter 7, 11, 12 or 13 bankruptey.

Due diligence requirements for collecting a delinquent loan were medified to reflect the statutory
change i the definition of default from 180 days delinquent to 270 days delinquent.

A guarantor must deposit the Secretary of Education’s equitable share of borrower payments received
on defaulted loans into the guarantor’s federal fund within 48 hours of receipt of the payments.

There can be no assurance that relevant federal laws, including the Higher Education Act, wil not be
changed in a manner that may adversely affect the receipt of funds by the guarantee agencies or by the
issuer or the eligible lender trustee with respect to financed FFEL program loans.

This is only a summary of certain provisions of the Higher Education Act. Reference is made to the text of
the Higher Education Act for full and complete statements of its provisions.

Loan Terms

Four types of loans are currently available under the FFEL program:

Stafford loans;

Unsubsidized Stafford loans;



e  PLUS loans; and
. Consolidation loans.

These loan types vary as to eligibility requirements, interest rates, repayment periods, loan limits,
eligibility for interest subsidies and Special Allowance Payments. Some of these loan types have had other names in
the past. References herein to the various loan types include, where appropriate, predecessors to such loan types.

The primary loan under the FFEL program is the Stafford loan. Students who are not eligible for
Stafford loans based on their economic circumstances may be able to obtain unsubsidized Stafford loans. Parents of
students may be able to obtain PLUS loans. Consolidation loans are available to borrowers with existing loans made
under the FFEL program and certain other federal programs to consolidate repayment of such existing loans. For
periods of enroliment beginning prior to July 1, 1994, SLS Loans were available to students with costs of education
that were not met by other sources and that exceeded the Stafford or unsubsidized Stafford loan limits.

Eligibility
General. A student is eligible for loans made under the FFEL program only if he or she:

e  has been accepted for enrollment or is enrolled in good standing at an eligible institution of higher
education, which includes certain vocational schools;

s is carrying or planning to carry at least one-half the normal full-time workload for the course of
study the student is pursuing as determined by the institution, which, in the case of a loan to cover
the cost of a period of enrollment beginning on or after July 1, 1987, must either lead to a
recognized educational credential or be necessary for enrollment in a course of study that leads to
such a credential;

o  has agreed to notify promptly the holder of the loan concerning any change of address;

e if presently enrolled, is maintaining satisfactory progress in the course of study he or she is
pursuing;

» does not owe a refund on, and is not, except as specifically permitted under the Higher Education
Act, in default under, any loan or grant made under the Higher Education Act;

e has filed with the eligible institution a statement of educational purpose;
s meets certain citizenship requirements; and

e except in the case of a graduate or professional student, has received a preliminary determination
of eligibility or ineligibility for a Pell Grant,

Stafford Loans. Stafford loans generally are made only to student borrowers who meet certain needs tests.
The educational institution must provide the lender with a statement evidencing a determination of need for a loan,
and the amount of such need, calculated by subtracting from the estimated cost of attendance the sum of the
expected family contribution with respect to the student plus the estimated financial assistance available to such
student. The amounts of the expected family contribution, estimated available financial assistance, and estimated
costs of attendance are to be computed in accordance with standards set forth in the Higher Education Act.

Unsubsidized Stafford Loans. A student borrower meeting the requirements set forth under General is
eligible for an unsubsidized Stafford loan without regard to need. Unsubsidized Stafford loans were not available
before October 1, 1992.



PLUS Loans. PLUS loans are made only to borrowers who are parents, certain legal guardians and, under
certain circumstances, spouses of remarried parents of dependent undergraduate students. For PLUS loans made on
or after July 1, 1993, the parent borrower must not have an adverse credit history, as determined pursuant to criteria
established by the Department of Education. Prior to the Higher Education Amendments of 1986, the Higher
Education Act did not distinguish between PLUS loans and SLS Loans. Student borrowers were eligible for PLUS
loans; however, parents of graduate and professional students were ineligible.

SLS Loans. Eligible borrowers for SLS Loans were limited to:

. graduate or professional students;

. independent undergraduate students; and

. under certain circumstances, dependent undergraduate students, if such student’s parents were
unable to obtain a PLUS loan and were also unable to provide such student’s expected family
contribution.

Consolidation Loans. To be eligible for a consolidation loan a borrower must:

. have outstanding indebtedness on student loans made under the FFEL program and/or certain
other federal student loan programs; and

. be in repayment status or in a grace period, or be a defaulted borrower who has made
arrangements to tepay the defaulted loan(s) satisfactory to the holder of the defaulted loan{s).

A married couple, each of whom has outstanding loans under the FFEL program, and agrees to be
jointly liable on a consolidation loan, for which the application is received on or after January 1, 1993, may be
treated as an individual for purposes of obtaining a consolidation loan, For consolidation leans disbursed prior to
July 1, 1994, the borrower was required to have outstanding student loan indebtedness of at least $7,500. Prior to
the adoption of the Higher Education Technical Amendments Act of 1993, PLUS loans could not be included in the
consolidation loan. For consolidation loans for which the applications were received prior to January 1, 1993, the
minimurm student loan indebtedness was $5,000 and the borrower could not be delinquent more than 90 days in the
payment of such indebtedness.

Interest Rates

The Higher Education Act establishes maximum mterest rates for each of the various types of
loans. These rates vary not only among loan types, but also within loan types depending upon when the loan was
made or when the borrower first obtained a loan under the FFEL program. The Higher Education Act allows lesser
rates of interest to be charged. Many lenders, including the depositor, have offered repayment incentives or other
programs that involve reduced interest rates on certain loans made under the FFEL program.

Stafford Loans. A new borrower is one who does not have an outstanding balance on a previous loan made
under the FFEL program. For a Stafford loan made before July 1, 1994, the applicable interest rate for a new
borrower:

(1) is 7% per annum for a loan covering a period of instruction beginning before January 1, 1981;

(2) is 9% per annum for a loan covering a pertod of instruction beginning on or after January 1, 1981,
but before September 13, 1983;

{3 is 8% per annum for a lean covering a period of instruction beginning on or after September 13,
1983, but before July 1, 1988,

{4) for a loan made prior to October 1, 1992, covering a period of instruction beginmng on or afier
July 1, 1988, is 8% per annum for the period from the disbursement of the loan to the date which



&)

is four years after the loan enters repayment, and thereafter shall be adjusted annually, and for any
12-month period commencing on a July 1 shall be equal to the bond equivalent rate of 91-day
Treasury Bills auctioned at the final auction prior to the preceding June 1, plus 3.25% per annum,
not to exceed 10% per annum; or

for a loan made on or after October 1, 1992 shall be adjusted annwally, and for any 12-month
period commencing on a July 1 shall be equal to the bond equivalent rate of 91-day Treasury Bills
auctioned at the final auction prior to the preceding June 1, plus 3.1 % per annum, not to exceed
9% per annum.

A repeat borrower is one who does have an outstanding balance on a previous loan made under the

FFEL program. For a Stafford loan made before July 1, 1994, the appticable interest rate for a repeat borrower is:

ey

(2)

for a loan made prior to July 23, 1992, is the applicable interest rate on the previous loan or, if
such previous lean is not a Stafford loan, 8% per annum, or

for a loan made on or after July 23, 1992, shall be adjusted annually, and for any twelve month
period commencing on a July 1, shall be equal to the bond equivalent rate of 91-day Treasury Bills
auctioned at the final auction prior to the preceding June 1, plus 3.1 % per annum but not to
exceed:

{a) 7% per annum in the case of a Stafford loan made to a borrower who has a loan described in
clause (a) above;

{b) 8% per annum in the case of:

{A) a Stafford loan made to a borrower who has a loan described in clause (3)
above;

{B) a Stafford loan which has not been in repayment for four years and which was
made to a borrower who has a loan described in clause (4) above;

{C) a Stafford loan for which the first disbursement was made prior to December 20,
1993 to a borrower whose previous loans do not include a Stafford loan or an
unsubsidized Stafford loan,

(c) 9% per annum in the case oft

(A) a Stafford loan made to a borrower who has a loan described in clauses (2) or (5)
above; or

(B} a Stafford loan for which the first dishursement was made on or after December
20, 1993 to a borrower whose previous loans do not include a Stafford loan or
an unsubsidized Stafford loan; and

(d) 10% per annum in the case of a Stafford loan which has been in repayment for four years
or more and which was made to a borrower who has a loan described in clause (4) above.

The interest rate on all Stafford loans made on or after July 1, 1994 but before July 1, 1995,

regardless of whether the borrower is a new borrower or a repeat borrower, is the rate described in clause (3} above,
but the rate shall not exceed 8.25% per annum. For any Stafford loan made on or afier July 1, 1995, but before
July 1, 1998, the interest rate is further reduced prior to the time the loan enters repayment and during any grace and
deferment periods. During such periods, the formula described in clause (5) above is applied, except that 2.5% is
substituted for 3.1%, and the rate shall not exceed 8.25% per annum.
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For Stafford loans made on or after July 1, 1998 but before July 1, 2003, the applicable interest
rate shall be adjusted annually, and for any twelve month period commencing on a July 1 shall be equal to the bond
equivalent rate of 91-day Treasury Bills auctioned at the final auction prior to the proceeding June 1, plus (x) 1.7%
per annum prior to the time the loan enters repayment and during any grace and deferment periods, and (y) 2.3% per
annum during repayment, but not to exceed 8.25% per annum.

Unsubsidized Stafford Loans. Unsubsidized Stafford loans are subject to the same interest rate provisions
as Stafford loans.

PLUS Loans. The applicable interest rate on a PLUS loan:

(O made on or after January 1, 1981, but before October 1, 1981, is 9% per annum;

) made on or after October 1, 1981, but before November 1, 1982, is 14% per annum;
(3) made on or after November 1, 1982, but before July 1, 1987, is 12% per annum;

(4 made on or after July 1, 1987, but before Octaber 1, 1992 shall be adjusted annually, and for any
12-month period beginning on July 1 shall be equal to the bond equivalent rate of 52-week
Treasury Bills auctioned at the final auction prior to the preceding June 1, plus 3.25% per annum,
not to exceed 12% per anmum;

(5 made on or after October 1, 1992, but before July 1, 1994, shall be adjusted annually, and for any
12-month period beginning on July 1 shall be equal to the bond equivalent rate of 52-week
Treasury Bills auctioned at the final auction prior to the preceding June 1, plus 3.1% per annum,
not to exceed 10% per annum,

(6) made on or after July 1, 1994, but before July 1, 1998, is the same as that described in clause (e)
above, except that such rate shall not exceed 9% per annum; or

(7 made on or after July 1, 1998, but before July 1, 2003, shall be adjusted annually, and for any 12-
month period beginning on July 1 shall be equal to the bond equivalent rate of 91-day Treasury
Bills auctioned at the final auction prior to the proceeding June 1, plus 3.1% per annum, not to
exceed 9% per annum.

If requested by the borrower, an eligible lender may consolidate SIS or PLUS loans of the same
borrower held by the lender under a single repayment schedule. The repayment period for each included loan shall
be based on the commencement of repayment of the most recent loan. The consolidated loan shall bear interest at a
rate equal to the weighted average of the rates of the included loans. This consolidation shall not be treated as the
making of a new loan. In addition, at the request of the borrower, a lender may refinance an existing fixed rate SLS
or PLUS loan. This includes an SLS or PLUS loan held by a different lender who has refused so to refinance such
loan at a variable interest rate). In such a case, proceeds of the new loan are used to discharge the original loan.

SLS Loans. The applicable interest rates on SLS Loans made prior to October 1, 1992 are identical to the
applicable interest rates on PLUS loans made at the same time. For SLS Loans made on or after QOctober 1, 1992,
the applicable interest rate is the same as the applicable interest rate on PLUS loans, except that the ceiling is 11%
per annum instead of 10% per annum.

Consolidation Loans. A consolidation loan made prior to July 1, 1994 bears interest at a rate equal to the
weighted average of the interest rates on the loans retired, rounded to the nearest whole percent, but not less than 9%
per annum. Except as described in the next sentence, a consolidation loan made on or after July 1, 1994 bears
interest at a rate equal to the weighted average of the interest rates on the loans retired, rounded upward to the
nearest whole percent, but with no minimum rate. Consolidation loans made on or after November 13, 1997 and
before October 1, 1998 bear interest at the annual variable rate applicable to Stafford loans. Consolidation loans for
which applications are received on or after October 1, 1998 bear interest at a rate equal to the weighted average rate
of the loans consolidated rounded to the nearest one-eighth of 1%, but not to exceed 8.25% per annum.
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In addition, the portion, if any, of a consolidation loan that repaid a loan made under Title VII,
§§700-721 of the Public Health Services Act, as amended, has a different variable interest rate. This portion is
adjusted on July 1 of each year, but is the sum of the average of the Treasury Bill rates auctioned for the quarter
ending on the preceding June 30, plus 3.0%, without any cap on the interest rate. For a discussion of required
payments that reduce the return on consolidation loans. See “Fees — Rebate Fees on Consolidation Loans.”

Loan Limits

Every type of loan other than consolidation loans, is subject to limits as to the maximum principal
amount, both with respect to a given year and in the aggregate, All of the loans are limited to the difference between
the cost of attendance and the other aid available to the student. Stafford loans are also subject to limits based upon
the needs analysis as described above under “Eligibility — Stafford Loans”. Additional limits are described below.

Stafford and Unsubsidized Stafford Loans. Except as described in the next paragraph, Stafford and
Unsubsidized Stafford loans are generally treated as one loan type for loan limit purposes. A student who has not
successfully completed the first year of a program of undergraduate education may borrow up to $2,625 in an
academic year. A student who has successfully completed such first year, but who has not successfully completed
the second year may borrow up to $3,500 per academic year. An undergraduate student who has successfully
completed the first and second year, but who has not successfully completed the remainder of a program of
undergraduate education, may borrow up to $5,500 per academic year. For students enrolled in programs of less
than an academic year in length, the limits are generally reduced in proportion to the amount by which such
programs are less than one year in length.

A graduate or professional student may borrow up to $8,500, in an academic year. The maximum
aggregate amount of Stafford and unsubsidized Stafford loans (including that portion of a conselidation loan used to
repay such loans) which an undergraduate student may have outstanding is $23,000. The maximum aggregate
amount for a graduate and professional student, including loans for undergraduate education, is $65,500. The
Secretary of Education is authorized to increase the limits applicable to graduate and professional students who are
pursuing programs which the Secretary of Education determines to be exceptionally expensive.

At the time that SLS loans were eliminated, the loan limits for unsubsidized Stafford loans to
independent students, or dependent students whose parents cannot borrow a PLUS loan, were increased by amounts
equal to the prior SLS loan limits.

Prior to the enactment of the Higher Education Amendments of 1992, an undergraduate student
who had not successfully completed the first and second year of a program of undergraduate education could borrow
Stafford loans in amounts up to $2,625 in an academic year. An undergraduate student who had successfully
completed such first and second year, but who had not successfully completed the remainder of a program of
undergraduate education could borrow up to $4,000 per academic year. The maximum for graduate and
professional students was $7,500 per academic year. The maximum aggregate amount of Stafford loans which a
borrower could have outstanding, including that portion of a consolidation loan used to repay such loans, was
$17,250. The maximum aggregate amount for a graduate or professional student, including loans for undergraduate
education, was $54,750. Prior to the 1986 changes, the annual limits were generally lower.

PLUS Loans. For PLUS loans made on or after July 1, 1993, the amounts of PLUS loans are limited only
by the student’s unmet need. Prior to that time PLUS loans were subject to limits similar to those to which SLS
loans were then subject (see “SLS Loans " below), applied with respect to each student on behalf of whom the parent
borrowed.

SLS Loans. A stadent who had not successfully completed the first and second year of a program of
undergraduate education could borrow an SLS loan in an amount of up to $4,000. A student who had successfully
completed such first and second year, but who had not successfully completed the remainder of a program of
undergraduate education could borrow up to $5,000 per year. Graduate and professional students could borrow up
to $10,000 per year. SLS Loans were subject to an aggregate maximum of $23,000 for undergraduate students and
$73,000 for graduate and professional students. Prior to the 1992 changes, SLS loans were available in amounts of



$4,000 per academic year, up to a $20,000 aggregate maximum. Prior to the 1986 changes, a graduate or
professional student could borrow $3,000 of SLS Loans per academic year, up to a $15,000 maxirmum, and an
independent undergraduate student could borrow $2,500 of SLS loans per academic year minus the amount of all
other FFEL program loans to such student for such academic year, up to 2 maximum amount of all FFEL program
loans to that student of $12,500. In 1989, the amount of SLS loans for students enrolled in programs of less than an
academic year in length were limited similarly to the limits of Stafford loans.

Repayment

Loans, other than consolidated loans, made under the FFEL program must provide for repayment
of principal in periodic installments over a period of not less than five nor more than ten years. A consolidation loan
must be repaid during a period not more than 30 years, agreed to by the borrower and lender, subject to maximum
repayment periods which vary depending upon the principal amount of the borrower’s outstanding student loans.
For consolidation loans for which the application was received prior to January 1, 1993, the repayment period could
not exceed 25 years. The repayment pertod commences

(a) not more than twelve months after the borrower ceases to pursue at least a half-time course of
study with respect to Stafford loans for which the applicable rate of interest is 7% per annum;

(b) not more than six months after the borrower ceases to pursue at least a half-time course of study
with respect to other Stafford loans and unsubsidized Stafford loans (the six month or twelve
month periods are the grace periods); and

(c) on the date of fina! disbursement of the loan in the case of SLS, PLUS and consolidation loans,
except that the borrower of an SLS loan who also has a Stafford or unsubsidized Stafford loan
may defer repayment of the SLS loan to coincide with the commencement of repayment of the
Stafford or unsubsidized Stafford loan.

During periods in which repayment of principal is required, payments of principal and interest
must in general be made at a rate of not less than the greater of $600 per year or the interest that accrues during the
year, except that a borrower and lender may agree at any time before or during the repayment period, that repayment
may be at a lesser rate. A borrower may agree, with concurrence of the lender, to repay the loan in less than five
years with the right subsequently to extend his minimum repayment period to five years. Borrowers may accelerate,
without penalty, the repayment of all or any part of the loan.

In addition, since 1992, lenders of consolidation loans have been required to establish graduated or
income-sensitive repayment schedules and lenders of Stafford and SLS loans have been required to offer borrowers
the option of repaying in accordance with graduated or income-sensitive repayment schedules. The depositor may
implement graduated repayment schedules and income-sensitive repayment schedules. Use of income-sensitive
repayment schedules may extend the ten-year maximum term for up to five years. In addition, if the repayment
schedule on a loan that has been converted to a variable interest rate does not provide for adjustments to the amount
of the monthly installment payments, the ten-year maximum term may be extended for up to three years.

No principal repayments need be made during certain deferment periods prescribed by the Higher
Education Act. For loans to a borrower who first obtained a loan which was disbursed before July I, 1993,

deferments are available

{1 during a period not exceeding three years while the borrower is a member of the armed forces, an
officer in the Commissioned Corps of the Public Health Service or, with respect to a borrower
who first obtained a student loan disbursed on or after July 1, 1987, or a student loan to cover the
cost of instruction for a period of enrollment beginuning on or after July 1, 1987, an active duty
member of the Nationa! Oceanic and Atmospheric Administration Corps;

(2) during a period not in excess of three years while the borrower is a volunteer under the Peace
Corps Act,



()

(4)

(%)

(6)

(7

(8)

®
(10)

during a period not in excess of three years while the borrower is a full-time volunteer under the
Domestic Volunteer Act of 1973;

during a period not exceeding three years while the borrower is in service, comparable to the
service referred to in clauses (2) and (3), as a full-time volunteer for an organization which is
exempt from taxation under Section 501(c)(3) of the code;

during a period not exceeding two years while the borrower is serving an internship, the successful
completion of which is required to receive professional recognition required to begin professional
practice or service, or a qualified internship or residency program;

during a period not exceeding three years while the borrower is temporarily totally disabled, as
established by swomn affidavit of a qualified physician, or while the borrower is unable to secure
employment by reason of the care required by a dependent who is so disabled;

during a period not to exceed 24 months while the borrower is seeking and unable to find full-time
employment;

during any period that the borrower is pursuing a full-time course of study at an eligible institution
{or, with respect to a borrower who first obtained a student loan disbursed on or after July 1, 1987,
or a student loan to cover the cost of instruction for a period of enrollment beginning on or after
July 1, 1987, is pursuing at least a half-time course of study for which the borrower has obtained a
loan under the FFEL programy}, or is pursuing a course of study pursuant to a graduate fellowship
program or a rehabilitation training program for disabled individuals approved by the Secretary of
Education;

during a period, not in excess of six months, while the borrower is on parental leave; and

only with respect to a borrower who first obtained a student loan disbursed on or after July 1,
1987, or a student loan to cover the cost of instruction for a period of enrollment beginning on or
after July 1, 1987;

(A} during a period not in excess of three years while the borrower is a full-time teacher in a
public or nonprofit private elementary or secondary school in a “teacher shortage area”
(as prescribed by the Secretary of Education), and

(B) during a period not in excess of 12 months for mothers, with preschool age children, who are
entering or re-entering the work force and who are compensated at a rate not exceeding
$1 per hour in excess of the federal minimum wage. For loans to a borrower who first
obtains a loan on or after July 1, 1993, deferments are availabie:

{a) during any period that the borrower is pursuing at least a half-time course of
study at an eligible institution or a course of study pursuant to a graduate
fellowship program or rehabilitation training program approved by the
Secretary,

(b) during a period not exceeding three years while the borrower is seeking and
unable to find full-time employment, and

(c) during a period not in excess of three years for any reason which the lender
determines, in accordance with regulations under the Higher Education Act, has
caused or will cause the borrower economic hardship. Economic hardship
includes working full time and earning an amount not in excess of the greater of
the minimum wage or the poverty line for a family of two. Additional
categories of economic hardship are based on the relationship between a
borrower’s educationa! debt burden and his or her income.
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Prior to the 1992 changes, only the deferment periods described above in clauses (6) and (7) (with
respect to the parent borrower) and the deferment period described in clause (8) {with respect to the parent borrower
or a student on whose behalf the parent borrowed) were available to PLUS loan borrowers, and only the deferment
periods described above in clauses (6), (7) and (8) were available to consolidation loan borrowers. Prior to the 1986
changes, PLUS loan borrowers were not entitled to deferment periods. Deferment periods extend the ten-year
maximum term.

The Higher Education Act also provides for forbearance periods during which the borrower, in
case of temporary financial hardship, may defer any payments. A borrower is entitled to forbearance for a period
not to exceed three years while the borrower’s debt burden under Title IV of the Higher Education Act, which
includes the FFEL program, equals or exceeds 20% of the borrower’s gross income, and also is entitled to
forbearance while he or she is serving in a qualifying medical or dental internship program or in a “national service
position” under the National and Commumity Service Trust Act of 1993.

In addition, mandatory administrative forbearances are provided when exceptional circumstances
such as a local or national emergency or military mobilization exist; or when the geographical area in which the
borrower or endorser resides has been designated a disaster area by the President of the United States or Mexico, the
Prime Minister of Canada, or by the governor of a state. In other circumstances, forbearance is at the lender’s
option. Such forbearance also extends the ten year maximuim term.

As described under the heading “~ Contracts with Guarantee Agencies — Federal Interest
Subsidy Payments” below, the Secretary of Education makes interest payments on behalf of the borrower of certain
eligible loans while the borrower is in school and during grace and deferment periods. Interest that accrues during
forbearance periods and, if the loan is not eligible for interest subsidy payments, while the borrower is in school and
during the grace and deferment periods, may be paid monthly or quarterly or capitalized (added to the principal
balance) not more frequently than quarterly.

Disbursement

All loans, except consolidation loans, made under the FFEL program generally must be disbursed
in two or more installments, none of which may exceed 50% of the total principal amount of the loan.

Fees

Guarantee Fee. A guarantee agency is authorized to charge a premium, or guarantee fee, of up to 1% of the
principal amount of the loan, which must be deducted proportionately from each installment payment of the
proceeds of the loan to the borrower. Guarantee fees may not currently be charged to borrowers of consolidation
loans. However, lenders may be charged an insurance fee to cover the costs of increased or extended liability with
respect to consolidation loans. For loans made prior to July 1, 1994, the maximum guarantee fee was 3% of the
principal amount of the loan, but no such guarantee fee was authorized to be charged with respect to unsubsidized
Stafford loans.

Origination Fee. An eligible lender is authorized to charge the borrower of a Stafford or unsubsidized
Stafford loan an origination fee in an amount not to exceed 3% of the principal amount of the loan, and is required to
charge the borrower of a PLUS loan an origination fee in the amount of 3% of the principal amount of the loan.
These fees must be deducted proportionately from each installment payment of the loan proceeds prior to payment
to the borrower and are not retained by the lender, but must be passed on to the Secretary of Education. For loans
made prior to July 1, 1994, the maximum authorized fee for Stafford, PLUS and SLS loans was 5% and the required
fee for unsubsidized Stafford loans was 6.5% of the principal amount of the loan.

Lender Origination Fee. The lender of any loan under the FFEL program made on or after October 1, 1993
is required to pay to the Secretary of Education an origination fee equal to 0.5% of the initial principal amount of
such loan.
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Rebate Fee on Consolidation Loans. The holder of any consolidation loan is required to pay to the
Secretary of Education a monthly fee at an annualized rate of 1.05% (.62% for applications received between
October 1, 1998 and January 31, 1999) of the principal amount of, and accrued interest on, such consolidation lean.

Loan Guarantees

Under the FFEL program, guarantee agencies are required to guarantee the payment of not less
than 103% of the principal amount of loans made prior to October 1, 1993 and covered by their respective guarantee
programs. For a description of the requirements for loans to be covered by such guarantees, see “The Guarantee
Agencies.” For loans made on or after October 1, 1993, the minimum percentage of the principal amount of loans
which a guarantee agency must pay is 98% and the Department of Education has taken the position that a guarantee
agency may not pay more than 98% of the principal amount of and accrued interest on such a loan. The 1998
Reauthorization Bill further reduces the maximum reinsurance rate to guarantee agencies from 98% to 93% for
loans made on or after October |, 1998, Under certain circumstances, guarantees may be assumed by the Secretary
of Education or another guarantee agency. See “Contracts with Guarantee Agencies.”

Contracts with Guarantee Agencies

Under the FFEL program, the Secretary of Education is authorized to enter inte guaranty and
interest subsidy agreements with guarantee agencies. The FFEL program provides for retmbursements to guarantee
agencies for default claims paid by guarantee agencies, support payments to guarantee agencies for adnunistrative
and other expenses, advances for a guarantee agency’s reserve funds, and interest subsidy payments and Special
Allowance Payments to the holders of qualifying student loans made pursuant to the FFEL program.

The Secretary of Education has certain oversight powers over guarantee agencies. Guarantee
agencies are required to maintain their reserves at certain levels based on the amount of outstanding loans that they
have guaranteed. If a guarantee agency falls below the required level in two consecutive years, or its claims rate
exceeds 5% in any year, or if the Secretary of Education determines that the agency’s administrative or financial
condition jeopardizes its ability to meet its obligations, the Secretary of Education can require the guarantee agency
to submit and implement a plan by which it will correct such problem(s). If a guarantee agency fails to timely
submit an acceptable plan or fails to improve its condition, or if the Secretary of Education determines that the
guarantee agency 1s in danger of financial collapse, the Secretary of Education may terminate the guarantee agency’s
reimbursement contract. The circumstances under which the Secretary of Education may terminate such
reimbursement contracts also includes a determination that such action is necessary to protect the federal fiscal
interest or to ensure continued availability of student loans. See “Direct Loans.”

The Secretary of Education is authorized to assume the guarantee obligations of a guarantee
agency. The Higher Education Act provides that, if the Secretary of Education terminates a guarantee agency’s
agreements under the FFEL program, the Secretary of Education shall assume responsibility for all functions of the
guarantee agency under its program. To that end, the Secretary of Education is authorized to, among other options,
transfer the guarantees to another guarantee agency or assume the guarantees. It also provides that in the event the
Secretary of Education has determined that a guarantee agency is unable to meet its guarantee obligations, holders of
loans guaranteed by such guarantee agency may submit claims directly to the Secretary of Education for payment,
unless the Secretary of Education has provided for the assurmnption of such guarantees by another guarantee agency.

Federal Reimbursement

A guarantee agency’s right to receive federal reimbursements for various guarantee claims paid by
such guarantee agency is govemed by the Higher Education Act and various contracts entered into between
guarantee agencies and the Secretary of Education. See “The Guarantee Agencies — Federal Agreements.” Under
the Higher Education Act and the federal reimbursement contracts, the Secretary of Education currently agrees to
reimburse a guarantee agency for the amounts expended by the guarantee agency in the discharge of its guarantee
obligation (i.e., the unpaid principal balance of and accrued interest on loans guaranteed by the guarantee agency as
a result of the default of the borrower).



With respect to loans made prior to October 1, 1993, the Secretary of Education currently agrees
to reimburse the guarantee agency for up to 100% of the amounts so expended. For loans made on or after
October 1, 1993, the Secretary of Education currently agrees to reimburse the guarantee agency for a maximum of
98% of the amount expended with respect to guaranteed loans, The 1998 Reauthorization Bill further reduced the
maximum reinsurance rate to guarantee agencies from 98% to 95% for loans made on or after October 1, 1998.
Depending on the claims rate experience of a guarantee agency, such 100%, 98% or 95% reimbursement may be
reduced as discussed in the formula described below.

The Secretary of Education also agrees to repay 100% of the unpaid principal plus applicable
accrued interest expended by a guarantee agency in discharging its guarantee obligation as a result of the
bankruptcy, death, or total and permanent disability of a borrower, and in the case of a PLUS loan, the death of the
student on behaif of whom the loan was borrowed. In the instance of school closures, reimbursements are not to be
included in the calculations of the guarantee agency’s claims rate experience for the purpose of federal
reimbursement under the federal reimbursement contracts.

The formula for computing the percentage of federal reimbursement under the federal
reimbursement contracts is not accumulated over a period of years, but is measured by the amount of federal
reimbutsement payments in any one federal fiscal year as a percentage of the original principal amount of loans
under the FFEL program guaranteed by the guarantee agency and in repayment at the end of the preceding fiscal
year. Under the formula, federal reimbursement payments to a guarantee agency in any one fiscal year not
exceeding 5% of the original principal amount of loans in repayment at the end of the preceding fiscal year, are to be
paid by the Secretary of Education at 100%. The amount of payment is 98% for loans made on or after October 1,
1993 and 95% for loans made on or after October 1, 1998,

Beginning at any time during any fiscal year that federal reimbursement payments exceed 5%, and
until such time as they may exceed 9%, of the original principal amount of loans in repayment at the end of the
preceding fiscal year, then reimbursement payments on claims submitted during that period are to be paid at 90% or
88% for loans made on or after October 1, 1993, or 85% for loans made on or after October 1, 1998. Beginning at
any time during any fiscal year that federa] reimbursement payments exceed 9% of the original principal amount of
toans in repayment at the end of the preceding fiscal year, then such payments for the balance of that fiscal year will
be paid at 80%. This amount is 78% for loans made on or after October 1, 1993 and 75% for loans made on or after
October 1,1998. The original principal amount of loans in repayment for purposes of computing reimbursement
payments to a guarantee agency means the original principal amount of all loans guaranteed by such guarantee
agency less:

(1} guarantee paymenis on such loans;
2) the original principal amount of such loans that have been fully repaid; and
(3) the original principal amount of such loans for which the first principal installment payment has

not become due or such first installment need not be paid because of a deferment period.

Under present practice, after the Secretary of Education reimburses a guarantee agency for a
default claim paid on a guaranteed loan, the guarantee agency continues to seek repayment from the borrower. The
guarantee agency returns to the Secretary of Education payments that it receives from a borrower after deducting
and retaining:

(D a percentage amount equal to the complement of the reimbursement percentage in effect at the
time the loan was reimbursed; and

(2) an amount equal to 24% (23% beginning October 1, 2003) or 18-1/2% in the case of a payment
from the proceeds of a consolidation loan of such payments for certain administrative costs.

The Secretary of Education may, however, require the assignment to the Secretary of Education of
defaulted guaranteed loans, in which event no further collections activity need be undertaken by the guarantee
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agency, and no amount of any recoveries shall be paid to the guarantee agency. Prior to the 1998 changes, the
percentage of collections which guarantee agencies could retain was 27%.

A puarantee agency may enter into an addendum to its interest subsidy agreement, which
addendum provides for the guarantec agency to refer to the Secretary of Education certain defaulted guaranteed
loans. Such loans are then reported to the IRS to offset any tax refunds which may be due any defaulted borrower.
To the extent that the guarantee agency has originally received less than 100% reimbursement from the Secretary of
Education with respect to such a referred loan, the guarantee agency will not recover any amounts subsequently
collected by the federal government which are attributable to that portion of the defaulted loan for which the
guarantee agency has not been reimbursed.

Rehabilitation of Defaulted Loans

Under Section 428F of the Higher Education Act, each guarantee agency is required to enter into
an agreement with the Secretary of Education pursuant to which the guarantee agency shall sell defaulted loans that
are eligible for rehabilitation to an eligible lender. The guarantee agency shall repay the Secretary of Education an
amount equal to 81.5% of the then current principal balance of such loan, multiplied by the reimbursement
percentage in effect at the time the loan was reimbursed. The amount of such repayment shall be deducted from the
amount of federal reimbursement payments for the fiscal year in which such repayment occurs, for purposes of
determining the reimbursement rate for that fiscal year.

For a loan to be eligible for rehabilitation, the guarantee agency must have received consecutive
payments for 12 months of amounts owed on such loan. Upon rehabilitation, a loan is eligible for all the benefits
under the Higher Education Act for which it would have been eligible had no default occurred.

Eligibility for Federal Reimbursement

To be eligible for federal reimbursement payments, guaranteed loans must be made by an eligible
lender under the applicable guarantee agency’s guarantee program, which must meet requirements prescribed by the
rules and regulations promulgated under the Higher Education Act. These rules and regulations include borrower
eligibility, loan amount, disbursement, interest rate, repayment period and guarantee fee provisions described herein
and the other requirements set forth in Section 428(b) of the Higher Education Act.

Under the Higher Education Act, a guaranteed loan must be delinquent for 180 days (or 270 days
for loans on which the first day of delinquency occurs on or after October 7, 1998) if it is repayable in monthly
installments or 330 days if it is pavable in less frequent installments before a lender may obfain payment on a
guarantee from the guarantee agency. The guarantee agency must pay the lender for the defaulted loan prior to
submitting a claim to the Secretary of Education for reimbursement. The guarantee agency must submit a
reimbursement claim to the Secretary of Education within 45 days after it has paid the lender’s default claim.

As a prerequisite to entitiement to payment on the guarantee by the guarantee agency, and in turn
payment of reimbursement by the Secretary of Education, the lender must have exercised reasonable care and
diligence in making, servicing and collecting the guaranteed loan. Generally, these procedures require that
completed loan applications be processed, a determination of whether an applicant is an eligible borrower attending
an eligible institution under the Higher Education Act be made, the borrower’s responsibilities under the loan be
explained to him or her, the promissory note evidencing the loan be executed by the borrower and that the loan
proceeds be disbursed by the lender in a specified manner. Afier the loan is made, the lender must establish
repayment terms with the borrower, properly administer deferments and forbearances and credit the borrower for
payments made. If a borrower becomes delinquent in repaying a loan, a lender must perform certain collection
procedures that vary depending upon the length of time a loan is delinquent.

Federal Interest Subsidy Payments
Interest subsidy payments are interest payments paid with respect to an eligible loan during the

period prior to the time that the loan enters repayment and during grace and deferment periods. The Secretary of
Education and the guarantee agencies entered into the interest subsidy agreements as described in “The Guarantee
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Agencies — Federal Agreements,” whereby the Secretary of Education agrees to pay interest subsidy payments to
the holders of eligible guaranteed loans for the benefit of students meeting certain requirements, subject o the
holders’ compliance with all requirements of the Higher Education Act. Only Stafford loans, and consolidation
loans for which the application was received on or after January 1, 1993, are eligible for interest subsidy payments.

Consolidation loans made after August 10, 1993 are eligible for interest subsidy payments oniy if
all loans consolidated thereby are Stafford loans. However, consolidation Joans for which the application is received
by an eligible lender on or after November 13, 1997 and before October 1, 1998, are eligible for interest subsidy
payments on that portion of the consolidation loan that repays Stafford loans or similar subsidized loans made under
the direct loan program. In addition, to be eligible for interest subsidy payments, guaranteed loans must be made by
an eligible lender under the applicable guarantee agency’s guarantee program, and must meet requirements
prescribed by the tules and regulations promulgated under the Higher Education Act, including the borrower
eligibility, loan amount, disbursement, interest rate, repayment period and guarantee fee provisions described herein
and the other requirements set forth in Section 428(b) of the Higher Education Act.

The Secretary of Education makes interest subsidy payments quarterly on behaif of the borrower
to the holder of a guaranteed loan in a total amount equal to the interest which accrues on the unpaid principal
amount prior to the commencement of the repayment period of the loan or during any deferment period. A borrower
may elect to forego interest subsidy payments, in which case the borrower is required to make interest payments.

Federal Administrative Expense Allowances

Prior to the adoption of the 1993 Amendments, each guarantee agency was entitled to receive from
the Secretary of Education an administrative cost allowance equal to 1% of the total principal amount of the loans
other than consolidation loans guaranteed by the guarantee agency in any fiscal year, for the purposes of
administrative costs of pre-claims assistance for default prevention and collection of defaulted guaranteed loans,
administrative costs of promoting commercial lender participation, administrative costs of monitoring the enroliment
and repayment status of students, and for other such costs related to the guarantee agency’s guarantee program. The
1993 Amendments repealed such entitlement, effective October 1, 1993. The 1993 Amendments, however,
authorized payments for transition support to guarantee agencies, in connection with the transition to direct lending.
See “Direct Loans.”

Budget legistation adopted since that time has provided for the payment to guarantee agencies of
an administrative expense allowance equal to 0.85% of the agency’s annual new guarantee volume, which has been
extended through the fiscal year ending September 30, 2002. After the fiscal year ending September 30, 1997, such
amounts are subject to decreasing aggregate limits.

Under the 1998 Reauthorization Bill, the administrative cost allowance was replaced by two new
payments:

(1) a student loan processing fee equal to 65 basis points (40 basis points for loans made on or after
October 1, 2003) paid at the time 2 loan is guaranteed, and

(2) an account maintenance fee of 12 basis points (10 basis points for fiscal years 2001-2003) paid
anmually on outstanding guaranteed student loans.

Federal Advances

Pursuant to agreements entered into between the guarantee agencies and the Secretary of
Education under Sections 422 and 422(c) of the Higher Education Act, the Secretary of Education was authorized to
advance moneys from time to time to the guarantee agencies for the purpose of establishing and strengthening the
puarantee agencies’ reserves, Section 422(c) currently authorizes the Secretary of Education to make advances to
guarantee agencies in various circumstances, on terms and conditions satisfactory to the Secretary of Education,
including if the Secretary of Education is seeking to terminate the guarantee agency’s reimbursement contract or
assume the guarantee agency’s functions, to assist the guarantee agency in meeting its immediate cash needs or to
ensure the uninterrupted payment of claims.



Federal Special Allowance Payments

The Higher Education Act provides for the payment by the Secretary of Education of additional
subsidies, called Special Allowance Payments, to holders of qualifying student loans. The amount of the Special
Allowance Payments, which are made on a quarterly basis, is computed by reference to the average of the bond
equivalent rates of the 91-day Treasury Bills auctioned during the preceding quarter (the “Treasury Bill rate”) or, in
the case of loans disbursed on or after January 1, 2000 and before July 1, 2003, the 90-day Commercial Paper
(financial) rates in effect for each of the days in such quarter as reported by the Federal Reserve in publication H-15
(the “CP Rate”). The quarterly rate for Special Allowance Payments for student loans made on or after October 1,
1981, and generally before November 16, 1986, is computed by subtracting the applicable interest rate on such loans
from the Treasury Bill rate or the CP Rate as applicable, adding 3.5% to the resulting per centum, and dividing the
resulting per centum by four. For loans disbursed on or after November 16, 1986, or loans to cover the costs of
instruction for periods of enroliment beginning on or after November 16, 1986, 3.25% has been substituted for 3.5%
in the foregoing formula. For loans disbursed on or after October 1, 1992, 3.1% has been substituted for 3.5% in
such formula. For Stafford and unsubsidized Stafford loans made on or after July 1, 1995, 2.5% has been
substitated for 3.1% in such formula prior to the time such loans enter repayment and during any deferment periods.
For Stafford and unsubsidized Stafford loans made on or after July 1, 1998, the 1998 amendments to the Higher
Education Act substitute 2.2% for 3.1% in such formula prior to the time such loans enter repayment and during any
deferment periods, and substitute 2.8% for 3.1% in such formula while such loans are in repayment. Special
allowance rates for Stafford and unsubsidized Stafford loans disbursed between January 1, 2000 and July 1, 2003 are
calculated to provide the holder with a2 minimum yield equal to CP Rate plus 1.74% during in-school, grace and
deferment periods, of 2.34% during repayment periods.

For PLUS and SLS loans which bear interest at rates adjusted annually, Special Aliowance
Payments are made only in years during which the interest rate ceiling on such loans operates to reduce the rate that
would otherwise apply based upon the applicable formula. See “Loan Terms — Interest Rates — PLUS Loans” and
“— SLS Loans.” Special allowance payments are paid with respect to PLUS loans made on or after July 1, 1994
only if the rate that would otherwise apply exceeds 10% per annum, notwithstanding that the interest rate ceiling on
such loans is 9% per annum. Special allowance payment on PLUS loans made on or after January 1, 2000 and
before July 1, 2003 are paid in an amount equal to the amount by which the CP Rate plus 2.64% exceeds the
borrower’s interest rate. Special allowance payments are made on consolidation loans whenever the bond
equivalent rate of 91-day Treasury Bills plus 3.1% (or the CP Rate plus 2.64% in the case of loans made between
January 1, 2000 and July 1, 2003) exceeds the borrower’s interest rate. The portion, if any, of a consolidation loan
that repaid a loan made under Title VII, §§700-721 of the Public Health Services Act, as amended, is ineligible for
Special Allowance Payments.

The Higher Education Act provides that if Special Allowance Payments or interest subsidy
payments have not been made within 30 days after the Secretary of Education receives an accurate, timely and
complete request therefor, the special allowance payable to such holder shall be increased by an amount equal to the
daily interest accruing on the special allowance and interest subsidy payments due the holder.

Special allowance payments and interest subsidy payments are reduced by the amount which the
lender is authorized or required to charge the borrower as an origination fee, as described above under “Loan Terms
~— Fees — Origination Fee”. In addition, the amount of the lender origination fee described above under “Loan
Terms — Fees — Lender Origination Fees” is collected by offset to Special Allowance Payments and interest

subsidy payments.
Education Loans Generally Not Subject to Discharge in Bankruptcy

Under the United States Bankruptcy Code, educational loans are not generally dischargeable.
Title 11 of the United States Code at Section 523(a)(8) provides as follows:

{a) A discharge under Section 727, 1141, 1228(a}, 1228(b), or 1328(b) of this title does not discharge
an individual debtor from any debt —
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(8) for an educational benefit overpayment or loan made, insured, or guaranteed by a governmental
unit or made under any program funded in whole or in part by a governmental unit or a nonprofit institution, or for
an obligation to repay funds received as an educational benefit, scholarship or stipend unless excepting such debt
from discharge under this paragraph will impose an undue hardship on the debtor and the debtor’s dependernts.

Direct Loans

The 1993 Amendments authorized a program of direct loans, to be originated by schools with
funds provided by the Secretary of Education. Under the Federal Direct Student Loan Program, the Secretary of
Education is directed to enter into agreements with schools, or origination agents in lieu of schools, to disburse loans
with funds provided by the Secretary of Education. Participation in the program by schools is voluntary. The goals
set forth in the 1993 Amendments call for the Federal Direct Student Loan Program to constitute 5% of the total
volume of loans made under the FFEL program and the Federal Direct Student Loan Program for academic year
1994-1995, 40% for academic year 1995-1996, 50% for academic years 1996-1997 and 1997-1998 and 60% for
academic year 1998-1999. No provision is made for the size of the Federal Direct Student Loan Program thereafter.
Based upon available information, participation by schools in the Federal Direct Student Loan Program has not been
sufficient to meet the goals for the 1995-1996, 1996-1997, 1997-1998 or 1998-1999 academic years.

The loan tenms are generally the same under the Federal Direct Student Loan Program as under the
FFEL program, though more flexible repayment provisions are available under the Federal Direct Student Loan
program. At the discretion of the Secretary of Education, students attending schools that participate in the Federal
Direct Student Loan Program, or their parents, may still be eligible for participation in the FFEL program, though no
borrower could obtain loans under both programs.

It is difficult to predict the impact of the Federal Direct Student Loan Program. There 1s no way to
accurately predict the number of schools that will participate in future years, or, if the Secretary of Education
authorizes students attending participating schools to continue to be eligible for FFEL program loans, how many
students will seek loans under the Federal Direct Student Loan Program instead of the FFEL program. In addition, 1t
is impossible to predict whether future legislation will eliminate, limit or expand the Federal Direct Student Loan

Program or the FFEL program.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

$9,100,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,000,000 Stodent Loan Revenue Bonds, Subordinate Series 2000-B-3

APPENDIX D
AUCTION PROCEDURES -- AUCTION RATE TAX-EXEMPT BONDS

All of the provisions of this Appendix D relate only to a Series of Tax-Exempt Bonds while
bearing interest as Auction Rate Tax-Exempt Bonds. These Auction Procedures apply separately to each Series of
the Auction Rate Tax-Exempt Bonds.

Auction Participants
Existing Holders and Potential Holders
Participants in each Auction will include: Existing Holders and Potential Holders.

By purchasing Auction Rate Tax-Exempt Bonds, whether in an Auction or otherwise, each
prospective purchaser of Auction Rate Tax-Exempt Bonds or its Broker-Dealer must agree and will be deemed to
have agreed: (i) to participate in Auctions on the terms described in the Indenture; (it) so long as the beneficial
ownership of the Auction Rate Tax-Exempt Bonds is maintained in Book-Entry Form, to self, transfer or otherwise
dispose of Auction Rate Tax-Exempt Bonds only pursuant to a Bid or a Sell Order (each as defined below) in an
Auction, or through a Broker-Dealer, provided that in the case of all transfers other than those pursuant to an
Auction, the Existing Holder of Auction Rate Tax-Exempt Bonds so transferred, its Participant or Broker-Dealer
must advise the Auction Agent of such transfer; (iii) to have its beneficial ownership of the Auction Rate Tax-
Exempt Bonds maintained at all times in Book-Entry Form for the account of its Participant, which in furn will
maintain records of such beneficial ownership, and to authorize such Participant to disclose to the Auction Agent
such information with respect to such beneficial ownership as the Auction Agent may request; (iv} that a Sell Order
placed by an Existing Holder will constitute an irrevocable offer to sell the principal amount of Auction Rate Tax-
Exempt Bonds specified in such Sell Order; (v)that a Bid placed by an Existing Holder will constitute an
irrevocable offer to sell the principal amount of the Auction Rate Tax-Exempt Bonds specified in such Bid if the rate
specified in such Bid is greater than, or in some cases equal to, the Auction Rate determined in the Auction; (vi) that
a Bid placed by a Potential Holder will constitute an irrevocable offer to purchase the principal amount, or a lesser
principal amount, of Auction Rate Tax-Exempt Bonds specified in such Bid if the rate specified in such Bid is,
respectively, less than or equal to the Auction Rate determined in the Auction; and (vii) to tender its Auction Rate
Tax-Exempt Bonds for purchase at 100% of the principal amount thereof, plus accrued but unpaid interest, on a
Conversion Date.

The principal amount of the Auction Rate Tax-Exempt Bonds purchased or sold may be subject to
proration procedures on the Auction Date. Each purchase or sale of Auction Rate Tax-Exempt Bonds on the
Auction Date will be made for settlement on the first day of the Auction Period immediately following such Auction
Date at a price equal to 100% of the principal amount thereof plus accrued interest. The Auction Agent is entitled to
rely upon the terms of any Order submitted to it by a Broker-Dealer.

Auction Agent

Rankers Trust Company is appointed in the Indenture as Initial Avction Agent to serve as agent
for the Corporation in connection with Auctions. The Corporation shall enter into the Initial Auction Agent
Agreement with Bankers Trust Company, as the Initial Auction Agent. Any Substitute Auction Agent will be (i) a
bank or trust company duly organized under the laws of the United States of America or any state or territory thereof
having its principal place of business in the Borough of Manhattan, New York, or such other location as approved
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by the Trustee, the Corporation and the Market Agent in writing and having a combined capital stock or surplus of at
least $50,000,000, or (ii) a member of the National Association of Securities Dealers, Inc. having a capitalization of
at teast $50,000,000, and, in either case, authorized by law to perform all the duties imposed upon it under the
Indenture and under the Auctionn Agent Agreement. The Auction Agent may at any time resign and be discharged of
the duties and obligations created by the Indenture by giving at least 90 days’ notice to the Trustee, the Corporation
and the Market Agent. The Auction Agent may be removed at any time by the Corporation or the Holders of at least
66-2/3% of the aggregate principal amount of the Auction Rate Securities then Outstanding, and if by the Holders,
by an instrument signed by such Holders or their attorneys and filed with the Auction Agent, the Corporation, the
Trustee and the Market Agent upon at least 90 days’ notice. Neither resignation nor removal of the Auction Agent
pursuant to the preceding two sentences will be effective until and unless a Substitute Auction Agent has been
appointed and has accepted such appointment. A Substitute Auction Agent Agreement will be entered into with a
Substitute Auction Agent. Notwithstanding the foregoing, the Auction Agent may terminate the Auction Agent
Agreement if, within 30 days after notifying the Trustee, the Corporation and the Market Agent in writing that it has
not received payment of any Auction Agent Fee due it in accordance with the terms of the Auction Agent
Agreement, the Auction Agent does not receive such payment.

If the Auction Agent should resign or be removed or be dissolved, or if the property or affairs of
the Auction Agent will be taken under the control of any state or federal court or administrative body because of
bankruptcy or insolvency, or for any other reason, the Corporation will use its best efforts to appoint a Substitute
Auction Agent.

The Auction Agent is acting as agent for the Corporation in connection with Auctions. In the
absence of bad faith or negligence on its part, the Auction Agent will not be liable for any action taken, suffered or
omitted or any error of judgment made by it in the performance of its duties under the Auction Agent Agreement
and will not be liable for any error of judgment made in good faith unless the Auction Agent will have been
negligent in ascertaining (or failing to ascertain) the pertinent facts necessary to make such judgment.

The Trustee will pay the Auction Agent the Auction Agent Fee in accordance with the Auction
Agent Agreement and will reimburse the Auction Agent upon its request for all reasonable expenses, disbursements
and advances incurred or made by the Auction Agent in accordance with any provision of the Auction Agent
Agreement or the Broker-Dealer Agreements (including the reasonable compensation and the expenses and
disbursements of its agents and counsel). Such amounts are payabie from the Revenue Account. The Corporation
will indermnify and hold harmless the Auction Agent for and against any loss, liability or expense incurred without
negligence or bad faith on the Auction Agent’s part, arising out of or in connection with its agency under the
Auction Agent Agreement and the Broker-Dealer Agreements, including the reasonable costs and expenses
(including the reasonable fees and expenses of its counsel) of defending itself against any such claim or liability in
connection with its exercise or performance of any of its duties under the Indenture, the Auction Agent Agreement
and the Broker-Dealer Agreement and of enforcing this indemnification provision; provided that the Corporation
will not indemnify the Auction Agent as described in this paragraph for any fees and expenses incurred by the
Auction Agent in the normal course of performing its duties under the Auction Agent Agreement and under the
Broker-Dealer Agreements, such fees and expenses being payable as described above.

Broker-Dealer

Existing Holders and Potential Holders may participate in Auctions only by submitting orders (in
the manner described below) through a “Broker-Dealer”, including Salomon Smith Barney Inc. as the sole initial
Broker-Dealer or any other broker or dealer (each as defined in the Securities Exchange Act of 1934, as amended),
commercial bank or other entity permitted by law to perform the functions required of a Broker-Dealer set forth
below which (i) is a Participant or an affiliate of a Participant, (if) has been selected by the Corporation and (ii1) has
entered into a Broker-Dealer Agreement with the Auction Agent that remains effective in which the Broker-Dealer
agrees to participate in Auctions as described in the Auction Procedures, as from time to time amended or
supplemented.

The Broker-Dealers are entitled to a Broker-Dealer Fee, which is payable by the Auction Agent
from moneys received from the Trustee.
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Market Agent

Under the Market Agent Agreement, and in connection with the Auction Rate Tax-Exempt Bonds,
the *“Market Agent”, initially Salomon Smith Barney Inc., will act solely as agent of the Corporation and will not
assume any obligation or relationship of agency or frust for or with any of the Beneficial Owners. The Initial
Market Agent will not receive any compensation for the performance of its duties under the Market Agent
Agreement.

Auction Procedures
General

Auctions to establish the Auction Rate will be held on each Auction Date, except as described
above under the caption “DESCRIPTION OF THE OFFERED OBLIGATIONS -- Interest Rates on the Offered
Obligations --- Auction Rate Securities - Series 2000-4-4 Bonds”, by application of the Auction Procedures
described in the Indenture. For a period beginning on the date of initial delivery thereof and ending a specified
number of days thereafter, inclusive, each Series of Auction Rate Tax-Exempt Bonds will bear interest at the interest
rate for such Series of Auction Rate Tax-Exempt Bonds determined generally on the Business Day immediately
preceding such delivery date. Thereafter, the “Auction Date™ for each Series of Auction Rate Tax-Exempt Bonds
will be the Business Day immediately preceding the first day of each related Auction Period, other than: (i) an
Auction Period which commences on a Conversion Date; (ii) each Auction Period commencing after the ownership
of the Auction Rate Tax-Exempt Bonds is no longer maintained in Book-Entry Form; (iii) each Auction Period
commencing after the occurrence and during the continuance of a Payment Default; or (iv) any Auction Period
commencing less than two Business Days after the cure or waiver of a Payment Default. Notwithstanding the
foregoing, the Auction Date for one or more Auction Periods may be changed as described below under “Changes in
Auction Terms”,

Calculation of Maximum Rate, All-Hold Rate, Non-Payment Rate and “Aa’" Composite Commercial Paper
Rate

The Auction Agent will calculate the Maximum Rate and the All-Hold Rate on each Auction Date.
Upon receipt of notice from the Trustee of a failed Conversion as described in the Indenture, the Auction Agent will
calculate the Maximum Rate as of such failed Conversion Date and give notice thereof as provided and to the parties
specified in the Auction Agent Agreement. If the ownership of the Auction Rate Tax-Exempt Bonds is no lenger
maintained in Book-Entry Form, the Trustee will calculate the Maximum Rate on the Business Day immediately
preceding each Auction Rate Adjustment Date after delivery of certificates representing the Auction Rate Tax-
Exempt Bonds. If a Payment Default has occurred, the Trustee will calculate the Non-Payment Rate on the first day
of (i) each Auction Period commencing after the occurrence and during the contimiance of such Payment Default
and (ii) any Auction Period commencing less than two Business Days after the cure of any Payment Default. The
Auction Agent will determine the “Aa” Composite Commercial Paper Rate for cach Auction Period; provided, that
if the ownership of the Auction Rate Tax-Exempt Bonds is no longer maintained in Book-Entry Form, or if a
Payment Default has occurred, then the Trustee will determine the “Aa” Composite Commercial Paper Rate for each
such Auction Period. The determination by the Trustee or the Auction Agent, as the case may be, of the Maximum
Rate, the All-Hold Rate, the Non-Payment Rate and the “Aa” Composite Commercial Paper Rate will (in the
absence of manifest error) be final and binding upon the Registered Owners and all other parties. If calculated or
determined by the Auction Agent, the Auction Agent will promptly advise the Trustee and the Corporation of the
Maximum Rate, the All-Hold Rate, the Non-Payment Rate and the “Aa” Composite Commercial Paper Rate.

Adjustment in Applicable Percentage Used to Determine Maximum, All-Hold and Non-Payment Rates

The Market Agent will adjust the percentage used in determining the All-Hold Rate, the
Applicable Percentage used in determining the Maximum Rate and the percentage of the Index used in calculating
the Non-Payment Rate, if any such adjustment is necessary, in the judgment of the Market Agent, to reflect any
Change of Tax Law such that Auction Rate Tax-Exempt Bonds bearing interest at the Maximum Rate, the All-Hold
Rate or the Non-Payment Rate in each case shall have substantially equal market values before and after such
Change of Tax Law. In making any such adjustment, the Market Agent will take the following factors, as in
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existence both before and after such Change of Tax Law, into account: (1) short-term taxable and tax-exempt
market rates and indices of such short term rates; (2) the market supply and demand for short-term fax-exempt
securities; (3) yield curves for short-term and long-term tax-exempt securities and auction rate obligations having a
credit rating that is comparable to the Auction Rate Tax-Exempt Bonds; (4) general economic conditions; and (5)
economic and financial factors present in the securities industry that may affect or that may be relevant to the
Auction Rate Tax-Exempt Bonds.

The Market Agent will communicate its determination to adjust the percentage used in
determining the All-Hold Rate, the Applicable Percentage used in determining the Maximum Rate and the
percentage of the Index used in calculating the Non-Payment Rate by means of a written notice delivered at least 10
days prior to the Auction Date on which the Market Agent desires to effect the change to the Corporation, the
Trustee and the Auction Agent. Such notice will be effective only if it is accompanied by an opinion of nationally-
recognized bond counsel, in form and content acceptable to the Trustee, to the effect that the change will not
adversely affect the exclusion of interest on the Auction Rate Tax-Exempt Bonds from gross income for federal
income tax purposes pursuant to Section 103 of the Code (a “Favorable Opinion”).

An adjustment in the percentages used to determine the All-Hold Rate, the Maximum Rate and the
Non-Payment Rate will take effect on an Auction Date only if the Trustee has confirmed that:

(1 the Trustee, the Auction Agent and the Corporation have received, by 11:00 a.m.
on the Business Day immediately preceding such Auction Date, a certificate from the Market Agent by telex,
telecopy or similar means, in substantially the form required under the Indenture, authorizing the adjustment of the
percentage used to determine the All-ITold Rate, the Applicable Percentage used to determine the Maximum Rate
and/or the percentage of the Index used in determining the Non-Payment Rate which shall be specified in such
authorization, and confirming that a Favorable Opinion is expected to be received with respect thereto and written
evidence from each Rating Agency confirming that such adjustment will not result in the withdrawal or reduction of
any rating applicable to any Obligation; and

(i) the Trustee and the Auction Agent have received by 9:30 a.m., eastern time, on
such Auction Date a Favorable Opinion.

If any of the conditions referred to in (i) above are not met, the existing percentage used to
determine the All-Hold Rate, the Applicable Percentage used to determine the Maximum Rate and the percentage of
the Index used to determine the Non-Payment Rate shall remain in effect, and the interest rate on the Auction Rate
Tax-Exempt Bonds for the next succeeding Auction Period shall be determined in accordance with the Auction
Procedures. If the condition referred to in (i) above is not met, the existing percentage used to determine the Al
Hold Rate, the percentage of the Index used to determine the Non-Payment Rate and/or the Applicable Percentage
used to determine the Maximum Rate shall remain in effect and the interest rate for the next succeeding Auction
Period shall equal the Maximum Rate computed as of the Auction Date.

Submission of Orders

An Existing Holder may sell, transfer or otherwise dispose of Auction Rate Tax-Exempt Bonds
only (i) pursuant to a Bid or Sell Order placed in an Auction or (ii) through a Broker-Dealer, provided that, in the
case of all transfers other than pursuant to Auctions, such Existing Holder, its Broker-Dealer or its Participant
advises the Auction Agent of such transfer. Prior to a Conversion Date, Auctions for each Series of the Auction
Rate Tax-Exempt Bonds will be conducted on each Auction Date for such Series, if there is an Auction Agent on
such Auction Date, in the following manner (such procedures apply separately to each Series of the Auction Rate
Tax-Exempt Bonds).

Prior to the Submission Deadline (defined as 12:30 p.n., eastern time, on any Auction Date or
such other time on any Auction Date by which Broker-Dealers are required to submit Orders to the Auction Agent
as specified by the Auction Agent from time to time) on each Auction Date:

(a) each Existing Holder of Auction Rate Tax-Exempt Bonds may submit to a Broker-Dealer
by telephone or otherwise information as to: (i) the principal amount of Outstanding Auction Rate Tax-Exempt



Bonds, if any, held by such Existing Holder which such Existing Holder desires to continue to hold without regard
to the Auction Rate for the next succeeding Auction Period (a “Hold Order™); (ii) the principal amount of
Quistanding Auction Rate Tax-Exempt Bonds, if any, which such Existing Holder offers to sell if the Auction Rate
for the next succeeding Auction Period will be less than the rate per annum specified by such Existing Holder (a
“Bid”); and/or (iii) the principal amount of Outstanding Auction Rate Tax-Exempt Bounds, if any, held by such
Existing Holder which such Existing Holder offers to sell without regard to the Auction Rate for the next succeeding
Aunction Period (a “Sell Order”); and

(b) one or more Broker-Dealers may contact Potential Holders to determine the principal
arnount of Auction Rate Tax-Exempt Bonds which each such Potential Holder offers to purchase, if the Auction
Rate for the next succeeding Auction Period will not be less than the rate per annum specified by such Potential
Holder {also a “Bid").

Each Hold Order, Bid and Sell Order will be an “Order”. Each Existing Holder and each Potential
Holder placing an Order is referred to as a “Bidder”.

Subject to the provisions described below under “Validity of Orders”, a Bid by an Existing Holder
will constitute an irrevocable offer to sell: (i) the principal amount of Cutstanding Auction Rate Tax-Exempt Bonds
specified in such Bid if the Auction Rate will be less than the rate specified in such Bid, (ii) such principal amount
or a lesser principal amount of Outstanding Auction Rate Tax-Exempt Bonds to be determined as described below
under “Acceptance and Rejection of Orders”, if the Auction Rate will be equal to the rate specified in such Bid or
(iii) such principal amount or a lesser principal amount of Outstanding Auction Rate Tax-Exempt Bonds to be
determined as described below under “Acceptance and Rejection of Orders”, if the rate specified therein will be
higher than the Maximum Rate and Sufficient Clearing Bids (as defined below) have not been made.

Subject to the provisions described below under “Validity of Orders”, a Sell Order by an Existing
Holder will constitute an irrevocable offer to sell: (i) the principal amount of Qutstanding Auction Rate Tax-Exempt
Bonds specified in such Sell Crder or (ii) such principal amount or a lesser principal amount of Qutstanding Auction
Rate Tax-Exempt Bonds as described below under “Acceptance and Rejection of Orders”, if Sufficient Clearing
Bids have not been made.

Subject to the provisions described below under “Validity of Orders”, a Bid by a Potential Holder
will constitute an irrevocable offer to purchase: (i) the principal amount of Outstanding Auction Rate Tax-Exempt
Bonds specified in such Bid if the Auction Rate will be higher than the rate specified in such Bid or (ii) such
principal amount or a lesser principal amount of Qutstanding Auction Rate Tax-Exempt Bonds as described below
in “Acceptance and Rejection of Orders”, if the Auction Rate is equal to the rate specified in such Bid.

Each Broker-Dealer will submit in writing to the Auction Agent prior to the Submission Deadline
on each Auction Date all Orders obtained by such Broker-Dealer and will specify with respect to each such Order:
(i) the name of the Bidder placing such Order; (ii) the aggregate principal amount of Auction Rate Tax-Exempt
Bonds that are the subject of such Order; (iii) to the extent that such Bidder is an Existing Holder: (a) the principal
amount of Auction Rate Tax-Exempt Bonds, if any, subject to any Hold Order placed by such Existing Holder;
(b) the principal amount of Auction Rate Tax-Exempt Bonds, if any, subject to any Bid placed by such Existing
Holder and the rate specified in such Bid; and (c) the principal amount of Auction Rate Tax-Exempt Bonds, if any,
subject to any Sell Order placed by such Existing Holder; and (iv) to the extent such Bidder is a Potential Holder,
the rate specified in such Potential Holder’s Bid.

If any rate specified in any Bid contains more than three figures to the right of the decimal point,
the Auction Agent will round such rate up to the next higher one-thousandth (.001) of one percent.

If an Order or Orders covering all Qutstanding Auction Rate Tax-Exempt Bonds held by any
Existing Holder are not submitted to the Auction Agent prior to the Submission Deadline, the Auction Agent will
deem a Hold Order to have been submiited on behalf of such Existing Holder covering the principal amount of
Quistanding Auction Rate Tax-Exempt Bonds held by such Existing Holder and not subject to an Order submitted to
the Auction Agent.
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Neither the Corporation, the Trustee nor the Auction Agent will be responsible for any failure of a
Broker-Dealer to submit an Order to the Auction Agent on behalf of any Existing Holder or Potential Holder,

An Existing Holder may submit multiple Orders, of different types and specifying different rates,
in an Auction with respect to Auction Rate Tax-Exempt Bonds then held by such Existing Holder. An Existing
Holder that offers to purchase additional Auction Rate Tax-Exempt Bonds is, for purposes of such offer, treated as a
Potential Holder.

Any Bid specifying a rate higher than the Maximum Rate will (i) be treated as a Sell Order if
submitted by a Existing Holder and (ii} not be accepted if submitted by a Potential Holder.

Validity of Orders

if any Existing Holder submits through a Broker-Dealer to the Auction Agent one or more Orders
covering in the aggregate more than the principal amount of Outstanding Auction Rate Tax-Exempt Bonds held by
such Existing Holder, such Orders will be considered valid as follows and in the following order of pricrity:

Hold Orders. All Hold Orders will be considered vaiid, but only up to the aggregate principal
amount of Outstanding Auction Rate Tax-Exempt Bonds held by such Existing Holder, and if the aggregate
principal amount of Auction Rate Tax-Exempt Bonds subject to such Hold Orders exceeds the aggregate principal
amount of Auction Rate Tax-Exempt Bonds held by such Existing Holder, the aggregate principal amount of
Auction Rate Tax-Exempt Bonds subject to each such Hold Order will be reduced prorata so that the aggregate
principal amount of Auction Rate Tax-Exempt Bonds subject to all such Hold Orders equals the aggregate principal
amount of Outstanding Auction Rate Tax-Exempt Bonds held by such Existing Holder.

Bids. Any Bid will be considered valid up to an amount equal to the excess of the principal
amount of Outstanding Auction Rate Tax-Exempt Bonds held by such Existing Holder over the aggregate principal
amount of Auction Rate Tax-Exempt Bonds subject to any Hold Orders referred to above, Subject to the preceding .
sentence, if muliiple Bids with the same rate are submitted on behalf of such Existing Holder and the aggregate
principal amount of Outstanding Auction Rate Tax-Exempt Bonds subject to such Bids is greater than such excess,
such Bids will be considered valid up to the amount of such excess. Subject to the two preceding sentences, if more
than one Bid with different rates is submitted on bebalf of such Existing Helder, such Bids will be considered valid
first in the ascending order of their respective rates until the highest rate is reached at which such excess exists and
then at such rate up to the amount of such excess. In any event, the amount of Ouistanding Auction Rate Tax-
Exempt Bonds, if any, subject to Bids not valid under the provisions described above will be treated as the subject of
a Bid by a Potential Holder at the rate therein specified.

Sell Orders. All Seil Orders will be considered valid up to the amount of such excess of the
principal amount of Outstanding Auction Rate Tax-Exempt Bonds held by such Existing Holder over the aggregate
principal amount of Auction Rate Tax-Exempt Bonds subject to valid Hold Orders and valid Bids as referred to
above.

If more than one Bid for Auction Rate Tax-Exempt Bonds is submitted on behalf of any Potential
Holder, each Bid submitted will be a separate Bid with the rate and principal amount therein specified. Any Bid or
Sell Order submitted by an Existing Holder covering an aggregate principal amount of Auction Rate Tax-Exempt
Bonds not equal to an Authorized Denomination will be rejected and will be deemed a Hold Order with respect to
all Auction Rate Tax-Exempt Bonds held by such Existing Holder, subject to any valid Bids or Sell Orders
submitted by such Existing Holder. Any Bid submitted by a Potential Holder covering an aggregate principal
amount of Auction Rate Tax-Exempt Bonds not equal to an Authorized Denomination will be rejected.

A Hold Order, a Bid or a Sell Order that has been determined valid pursuant to the procedures
described above is referred to as a “Submitted Hold Order”, a “Submitted Bid” and a “Submitted Sell Order”,
respectively (collectively, “Submitted Orders™).



Determination of Sufficient Clearing Bids and Winning Bid Rate

Not earlier than the Submission Deadline on each Auction Date, the Auction Agent will assemble
all valid Submitted Orders and will determine:

{a) the excess of the total principal amount of Qutstanding Auction Rate Tax-Exempt Bonds
over the sum of the aggregate principal amount of Outstanding Auction Rate Tax-Exempt Bonds subject to
Submitted Hold Orders (such excess being hereinafter referred to as the “Available Auction Rate Tax-Exempt
Bonds™); and

(b) from such Submitted Orders whether the aggregate principal amount of Qutstanding
Auction Rate Tax-Exempt Bonds subject to Submitted Bids by Potential Holders specifying one or more rates equal
to or lower than the Maximum Rate exceeds or is equal to the sum of (i) the aggregate principal amount of
Quistanding Auction Rate Tax-Exempt Bonds subject to Submitted Bids by Existing Holders specifying one or more
rates higher than the Maximum Rate and (ii) the aggregate principal amount of Outstanding Auction Rate Tax-
Exempt Bonds subject to Submitted Sell Orders (in the event such excess or such equality exists other than because
all of the Outstanding Auction Rate Tax-Exempt Bonds are subject to Submitted Hold Orders, such Submitted Bids
by Potential Holders described above will be hereinafter referred to collectively as “Sufficient Clearing Bids”); and

(c) if Sufficient Clearing Bids exist, the “Winning Bid Rate” will be the lowest rate specified
in such Submitted Bids such that if:

(1) each such Submitted Bid from Existing Holders specifying such lowest rate and
all other Submutted Bids from Existing Holders specifying lower rates were rejected (thus entitling
such Existing Holders to continue to hold the principal amount of Auction Rate Tax-Exempt
Bonds subject to such Submitted Bids); and

(ii) each such Submitted Bid from Potential Holders specifying such lowest rate and
all other Submitted Bids from Potential Holders specifying lower rates were accepted,

the result would be that such Existing Holders described in subparagraph (i) above would continue to hold an
aggregate principal amount of Outstanding Auction Rate Tax-Exempt Bonds which, when added to the aggregate
principal amount of Outstanding Auction Rate Tax-Exempt Bonds to be purchased by such Potential Holders
described in subparagraph (ii) above, would equal not less than the Available Auction Rate Tax-Exempt Bonds.

Notice of Auction Rate

Promptly after the Auction Agent has made the determinations described above, the Auction
Agent will advise the Trustee and the Corporation of the Maximum Rate and the All-Hold Rate and the components
thereof on the Auction Date, and based on such determinations, the Auction Rate for the next succeeding Auction
Period as follows:

(a) if Sufficient Clearing Bids exist, that the Auction Rate for the next succeeding Auction
Period will be equal to the Winning Bid Rate so determined;

(b) if Sufficient Clearing Bids do not exist {other than because all of the Outstanding Auction
Rate Tax-Exempt Bonds are subject to Submitied Hold Orders), that the Auction Rate for the next succeeding
Auction Period will be equal to the Maximum Rate; or

(e) if all Qutstanding Auction Rate Tax-Exempt Bonds are subject to Submitted Hold
Orders, that the Auction Rate for the next succeeding Auction Period will be equal to the All-Hold Rate.

Not later than the second Business Day of each Auction Period, the Trustee will notify the
Registered Owners of the Auction Rate Tax-Exempt Bonds of the Auction Rate for such Auction Period.
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Acceptance and Rejection of Orders

Existing Holders will continue to hold the principal amount of Auction Rate Tax-Exempt Bonds
that are subject to Submitted Hold Orders. Submitted Bids and Submitted Sell Orders will be accepted or rejected,
and the Auction Agent will take such other action as set forth below:

Sufficient Clearing Bids. If Sufficient Clearing Bids have been made, all Submitted Sell Orders
will be accepted and, subject to the denomination requirements described below, Submitted Bids will be accepted or
rejected as follows in the following order of priority and all other Submitted Bids will be rejected:

(a) Existing Holders> Submitted Bids specifying any rate that is higher than the Winning Bid
Rate will be accepted, thus requiring each such Existing Holder to sell the aggregate principal amount of Auction
Rate Tax-Exempt Bonds subject to such Submitted Bids;

(b} Existing Holders” Submitted Bids specifying any rate that is lower than the Winning Bid
Rate will be rejected, thus entitling each such Existing Holder to continue to hold the aggregate principal amount of
Auction Rate Tax-Exempt Bonds subject to such Submitted Bids;

(<) Potential Holders’ Submitted Bids specifying any rate that is lower than the Winming Bid
Rate will be accepted;

(d) Each Existing Holder’s Submitted Bid specifying a rate that is equal to the Winning Bid
Rate will be rejected, thus entitling such Existing Holder to continue to hold the aggregate principal amount of
Auction Rate Tax-Exempt Bonds subject to such Submitted Bid, unless the aggregate principal amount of Auction
Rate Tax-Exempt Bonds subject to such Submitied Bids will be greater than the principal amount of Auction Rate
Tax-Exempt Bonds (the “remaining principal amount™) equal to the excess of the Available Auction Rate Tax-
Exempt Bonds over the aggregate principal amount of Auction Rate Tax-Exempt Bonds subject to Submitted Bids
described in subparagraphs (b)and (c) above, in which event such Submitted Bid of such Existing Holder will be
rejected in part and such Existing Holder will be entitled to continue to hold the principal amount of Auction Rate
Tax-Exempt Bonds subject to such Submitted Bid, but only in an amount equal to the aggregate principal amount of
Auction Rate Tax-Exempt Bonds obtained by multiplying the remaining principal amount by a fraction, the
numerator of which will be the principal amount of Quistanding Auction Rate Tax-Exempt Bonds held by such
Existing Holder subject to such Submitted Bid and the denominator of which will be the sum of the principal
amount of QOutstanding Auction Rate Tax-Exempt Bonds subject to such Submitted Bids made by all such Existing
Holders that specified a rate equal to the Winning Bid Rate;

{e) Fach Potential Holder’s Submitted Bid specifying a rate that is equal to the Winning Bid
Rate will be accepted, but only in an amount equal to the principal amount of Auction Rate Tax-Exempt Bonds
obtained by multiplying the excess of the aggregate principal amount of Available Auction Rate Tax-Exempt Bonds
over the aggregate principal amount of Auction Rate Tax-Exempt Bonds subject to Submitted Bids described in
subparagraphs (b), (c) and {d) above by a fraction, the numerator of which will be the aggregate principal amount of
Outstanding Auction Rate Tax-Exempt Bonds subject to such Submitted Bid and the denominator of which will be
the sum of the principal amount of Qutstanding Auction Rate Tax-Exempt Bonds subject to Submitted Bids made by
all such Potential Holders that specified a rate equal to the Winning Bid Rate; and

H Each Potential Holder’s Submitied Bid specifying a rate that is higher than the Winning
Bid Rate will be rejected.

Insufficient Clearing Bids. If Sufficient Clearing Bids have not been made (other than because all
of the Outstanding Auction Rate Tax-Exempt Bonds are subject to Submitted Hold Orders), subject to the
denomination requirements described below, Submitted Orders will be accepted or rejected as follows in the
following order of priority and all other Submitted Bids will be rejected:

(a) Existing Holders’ Submitted Bids specifying any rate that is equal to or lower than the
Maximum Rate will be rejected, thus entitling such Existing Holders to continue to hold the aggregate principal
amount of Auction Rate Tax-Exempt Bonds subject to such Submitted Bids;



(b) Potential Holders’ Submitted Bids specifying any rate that is equal to or lower than the
Maximum Rate will be accepted, and specifying any rate that is higher than the Maximum Rate will be rejected; and

(c) each Fixisting Holder’s Submitted Bid specifying any rate that is higher than the
Maximum Rate and the Submitted Sell Order of each Existing Holder will be accepted, thus entitling each Existing
Holder that submitted any such Submitted Bid or Submitted Sell Order to sell the Auction Rate Tax-Exempt Bonds
subject to such Submitted Bid or Submitted Sell Order, but in both cases only in an amount equal to the aggregate
principal amount of Auction Rate Tax-Exermpt Bonds obtained by multiplying the aggregate principal amount of
Auction Rate Tax-Exempt Bonds subject to Submitted Bids described in subparagraph (b) above by a fraction, the
numerator of which will be the aggregate principal amount of Outstanding Auction Rate Tax-Exempt Bonds held by
such Existing Holder subject to such Submitted Bid or Submitted Sell Order and the denominator of which will be
the aggregate principal amount of Outstanding Auction Rate Tax-Exempt Bonds subject to all such Submitted Bids
and Submitted Sell Orders.

All Hold Orders. If all Qutstanding Auction Rate Tax-Exempt Bonds are subject to Submitted
Hold Orders, all Submuitted Bids will be rejected.

Authorized Denominations Requirement. If, as a result of the procedures described above
regarding Sufficient Clearing Bids and Insufficient Clearing Bids, any Existing Holder would be entitled or required
to sell, or any Potential Holder would be entitled or required to purchase, a principal amount of Auction Rate Tax-
Exempt Bonds that is not equal o an Authorized Denomination, the Auction Agent will, in such manner as in its
sole discretion it will determine, round up or down the principal amount of Auction Rate Tax-Exempt Bonds to be
purchased or sold by any Existing Holder or Potential Holder so that the principal amount of Auction Rate Tax-
Exempt Bonds purchased or sold by each Existing Holder or Potential Holder will be equal to an Authorized
Denomination. If, as a result of the procedures described above regarding Sufficient Clearing Bids or Insufficient
Clearing Bids, any Potential Holder would be entitled or required to purchase a principal amount of Auction Rate
Tax-Exempt Bonds which is not in an Authorized Denomination, the Auction Agent will, in such manner as in s
sole discretion it will determine, allocate Auction Rate Tax-Exempt Bonds for purchase among Potential Holders so
that only Auction Rate Tax-Exempt Bonds in an Authorized Denomination are purchased by any Potential Holder,
even if such allocation results in one or more of such Potential Holders not purchasing any Auction Rate Tax-
Exempt Bonds.

Based on the resuits of each Auction, the Auction Agent will determine the aggregate principal
amount of Auction Rate Tax-Exempt Bonds to be purchased and the aggregate principal amount of Auction Rate
Tax-Exempt Bonds to be sold by Potential Holders and Existing Holders on whose behalf each Broker-Dealer
submitted Bids or Sell Orders and, with respect to each Broker-Dealer, to the extent that such aggregate principal
amount of Auction Rate Tax-Exempt Bonds to be sold differs from such aggregate principal amount of Auction Rate
Tax-Exempt Bonds to be purchased, determine to which other Broker-Dealer or Broker-Dealers acting for one or
more purchasers such Broker-Dealer will deliver, or from which Broker-Dealers acting for one or more sellers such
Broker-Dealer will receive, as the case may be, Auction Rate Tax-Exempt Bonds.

The Corporation may not submit an Order in any Auction.

Any calculation by the Auction Agent (or the Trustee, if applicable) of the Auction Rate, the “Aa”
Composite Commercial Paper Rate, the Maximum Rate, the All-Hold Rate and the Non-Payment Rate will, in the
absence of manifest error, be binding on all other parties.

Sertlement Procedures

The Auction Agent is required to advise each Broker-Dealer that submitted an Order in an Auction
of the Auction Rate for the next Auction Period, whether there were Sufficient Clearing Bids in such Auction and, if
such Order was a Bid or Sell Order, whether such Bid or Sell Order was accepted or rejected, in whole or in part, by
telephone not later than 3:00 p.m., castemn time, on the Auction Date. Each Broker-Dealer that submitted an Order
on behalf of a Bidder is required to then advise such Bidder of the Auction Rate for the next Auction Period and, if
such Order was a Bid or a Sell Order, whether such Bid or Sell Order was accepted or rejected, in whole or in part,



confirm purchases and sales with each Bidder purchasing or selling Auction Rate Tax-Exempt Bonds as a result of
the Auction and advise each Bidder purchasing or selling Auction Rate Tax-Exempt Bonds as a result of the Auction
to give instructions to its Participant to pay the purchase price against delivery of such Auction Rate Tax-Exempt
Bonds or to deliver such Auction Rate Tax-Exempt Bonds against payment therefor, as appropriate. Pursuant to the
Auction Agent Agreement, the Auction Agent will record each transfer of Auction Rate Tax-Exempt Bonds on the
Existing Holder Registry to be maintained by the Auction Agent.

In accordance with DTC’s normal procedures, on the Business Day after the Auction Date, the
transactions described above will be executed through DTC, so long as DTC is the Securities Depository, and the
accounts of the respective Participants at DTC will be debited and credited and Auction Rate Tax-Exempt Bonds
delivered as necessary to effect the purchases and sales of Auction Rate Tax-Exempt Bonds as determined in the
Auction. Purchasers are required to make payment through their Participants in same day funds to DTC against
delivery through their Participants. DTC will make payment in accordance with its normal procedures, which now
provide for payment against delivery by its Participants in immediately available funds.

If any Existing Holder selling Auction Rate Tax-Exempt Bonds in an Auction fails to deliver such
Auction Rate Tax-Exempt Bonds, the Broker-Dealer of any person that was to have purchased Auction Rate Tax-
Exempt Bonds 1 such Auction may deliver to such person a principal amount of Auction Rate Tax-Exempt Bonds
that is less than the principal amount of Auction Rate Tax-Exempt Bonds that otherwise was to be purchased by
such person but in any event equal to an Authorized Denomination. In such event, the principal amount of Auction
Rate Tax-Exempt Bonds to be delivered will be determined by such Broker-Dealer. Delivery of such lesser
principal amount of Auction Rate Tax-Exempt Bonds will constitute good delivery, Neither the Trustee nor the
Auction Agent will have any responsibility or liability with respect to the failure of a Potential Holder, Existing
Holder or their respective Broker-Dealer or Participant to deliver the principal amount of Auction Rate Tax-Exempt
Bonds or to pay for the Auction Rate Tax-Exempt Bonds purchased or sold pursuant to an Auction or otherwise.
For a further description of the settlement procedures, see APPENDIX F, “SETTLEMENT PROCEDURES FOR
AUCTION RATE TAX-EXEMPT BONDS AND AUCTION RATE TAXABLE NOTES”.

Trustee and Corporation Not Responsible for Auction Agent, Market Agent and Broker-Dealers

Neither the Trustee nor the Corporation will be liable or responsible for the actions of or failure to
act by the Auction Agent, the Market Agent or any Broker-Dealer under the Indenture or under the Auction Agent
Agreement, the Market Agent Agreement or any Broker-Dealer Agreement. The Trustee and the Corporation may
conclusively rely upon any information required to be furmished by the Auction Agent, the Market Agent or any
Broker-Dealer without undertaking any independent review or investigation of the truth or accuracy of such
information.

Changes in Auction Terms
Changes in Auction Period or Periods

While any of the Auction Rate Tax-Exempt Bonds are Qutstanding, the Corporation, from time to
time, may change the length of one or more Auction Periods in order to conform with then current market practice
with respect to similar securities or to accommodate economic and financial factors that may affect or be relevant to
the length of the Auction Period and the interest rate borne by the Auction Rate Tax-Exempt Bonds (an “Auction
Period Adjustment”). The Corporation will not initiate such change in the length of the Auction Period unless it will
have (i) provided each Rating Agency with a Cash Flow Certificate, (ii) received written confirmation from each
Rating Agency that the change in the Auction Period will not cause any rating or ratings applicable to such Auction
Rate Tax-Exempt Bonds to be reduced or withdrawn and (iii) received written consent from the Market Agent,
which consent shall not be unreasonably withheld, not less than three days nor more than 20 days prior to the
effective date for such Auction Period. The Corporation will initiate an Auction Period Adjustment by giving
written notice thereof in the form set forth in the Indenture to the Trustee, the Auction Agent, the Market Agent and
the Securities Depository at least three days prior to the Auction Date for such Auction Period.

No Auction Period Adjustment may result in an Auction Period shorter than seven days or longer
than one year.

D-10



If any Auction Period Adjustment will result in an Auction Period of less than 28 days, the notice
described above will be effective only if it is accompanied by a written statement of the Trustee, the Auction Agent
and the Securities Depository to the effect that they are capable of performing their duties, if any, under the
Indenture, the Auction Agent Agreement and any Broker-Dealer Agreement with respect to such changed Auction
Period.

No Auction Period Adjustment will be allowed unless Sufficient Clearing Bids existed or all
Outstanding Auction Rate Tax-Exempt Bonds were subject to Submitted Hold Orders at both the Auction
immediately preceding the date on which the notice of the proposed change was given as described above and the
Auction immediately preceding the proposed change.

An Auction Period Adjustment will take effect only if (A) the Trustee and the Auction Agent
receive, by 11:00 a.m., eastern time, on the Business Day before the Auction Date for the first such changed Auction
Period, a written consent from the Corporation authorizing an Auction Period Adjustment specified in such written
consent, along with a copy of the written consent of the Market Agent and, if applicable, the written statement of the
Trustee, the Auction Agent and the Securities Depository referred to above, and (B) Sufficient Clearing Bids exist or
all Outstanding Auction Rate Tax-Exempt Bonds were subject to Submitted Hold Orders at the Auction on the
Auction Date for such first Auction Period. If the condition referred fo in (A) is not met, the Auction Rate will be
determined pursuant to the Auction Procedures and the length of the Auction Period will be determined without
reference to the proposed change. If the condition referred to in (A) is met, but the condition referred to in (B)
above is not met, the Auction Rate applicable for the next Auction Period will be the Maximum Rate and the length
of the Auction Period will be the Auction Period determined without reference to the proposed change.

Changes in the Auction Date

So long as any of the Auction Rate Tax-Exempt Bonds are Outstanding, the Market Agent, with
the written consent of the Corporation, may specify an earlier Auction Date (but in no event more than five Business
Days earlier) than the Auction Date that would otherwise be determined in accordance with the definition of
“Auction Date” in APPENDIX B with respect to one ot more specified Auction Periods in order to conform with
then current market practice with respect to similar securities or to accommodate economic and financial factors that
may affect or be relevant to the day of the week constituting an Auction Date and the interest rate borne by the
Auction Rate Tax-Exempt Bonds. The Corporation will not consent to such change in the Auction Date unless the
Corporation shall have received from the Market Agent not less than three days nor more than 20 days prior to the
effective date of such change a written request for consent together with a certificate demonstrating the need for
change in reliance on such factors. The Market Agent will provide notice of its determination to specify an earlier
Auction Date for one or tmore Auction Periods by means of a written notice delivered at least 10 days prior to the
proposed changed Auction Date to the Trustee, the Auction Agent, the Corporation and the Securities Depository.
Such notice will be substantially in the form of, or contain substantially the information specified in, the Indenture.

Changes in the Interest Payment Dates

The Corporation may change the Interest Payment Date with respect to a Series of the Auction
Rate Tax-Exempt Bonds in order to conform with then current market practice with respect to similar securities or to
accommodate economic and financial factors that may affect or be relevant to the dates on which interest should be
paid and the interest rate borne on the Auction Rate Tax-Exempt Bonds. The Corporation shall not initiate such
change in the Interest Payment Date unless it shall have received the written consent of the Market Agent, which
consent shall not be unreasonably withheld, not less than three days nor more than 20 days prior to the effective date
of such change. The Corporation shall initiate the change in the Interest Payment Date of any Series of the Auction
Rate Tax-Exempt Bonds by giving written notice to the Trustee, the Auction Agent, the Market Agent and the
Securities Depository in substantially the form set forth {or containing substantially the information required) in the
Indenture at least 10 days prior to the Auction Date for such Auction Period.

A change in the Interest Payment Dates for any Series of the Auction Rate Tax-Exempt Bonds

shall not be allowed unless Sufficient Clearing Bids existed at both the Auction for such Series of the Auction Rate
Tax-Exempt Bonds before the date on which the notice of the proposed change was given as provided i the
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Indenture and the Auction for such Series of the Auction Rate Tax-Exempt Bends immediately succeeding the
notice of the proposed change.

The changes in Auction terms described above may be made with respect to any Series of the
Auction Rate Tax-Exempt Bonds (but in such latter case separate notices will be prepared and delivered as provided
above and, with respect to changes in the length of Auction Periods, the conditions specified above will be applied
to each Series separately). In connection with any change in Auction terms described above, the Auction Agent will
provide such further notice to such parties as is specified in the Auction Agent Agreement.

Additional Requirements

A change (a) in the length of one or more Auction Periods pursuant to an Auction Period
Adjustment, (b) in the Auction Date or (¢} in the Interest Payment Dates will not be allowed unless the Corporation
receives (i} written confirmation from each Rating Agency that such change in the length of an Auction Period will
not result in the withdrawal or reduction of its rating then applicabie to any Obligation and (i1} an opinion of Bond
Counsel in form and content acceptable to the Trustee to the effect that the proposed adjustment will not adversely
affect the exclusion of interest on any of the Auction Rate Tax-Exempt Bonds from gross income for federal income
tax purposes pursuant to Section 103 of the Code.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

$9,100,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,000,000 Student Loan Revenue Bonds, Subordinate Series 2000-B-3

APPENDIX F

SETTLEMENT PROCEDURES
FOR
AUCTION RATE TAX-EXEMPT BONDS
AND
AUCTION RATE TAXABLE NOTES

If not otherwise defined below, capitalized terms used below have the meanings given such terms
in the Indenture. These Settlement Procedures apply separately to each Series of the Auction Rate Securities.

(a) Not later than (i) 3:00 p.m., eastern time, if the interest rate on the applicable Series of
Auction Rate Securities is the Auction Rate or (2) 4:00 p.m., eastern time, if the interest rate is the Net Loan Rate,
on each Auction Date, the Auction Agent will notify by telephone each Broker-Dealer that participated in the
Auction held on such Auction Date and submitted an Order on behalf of an Existing Holder or Potential Holder of:

(i} the Auction Rate or the Net Loan Rate, as applicable, fixed for the next Auction
Period;

(it} whether there were Sufficient Clearing Bids in such Auction;

(1) if such Broker-Dealer (a “Seller’s Broker-Dealer”) submitted Bids or Sell
Orders on behalf of an Existing Holder, whether such Bid or Seil Order was accepted or rejected,
in whole or in part, and the principal amount of Auction Rate Securities, if any, to be purchased or
sold by such Existing Holder;

(iv) if such Broker-Dealer (a “Buyer’s Broker-Dealer””) subrmitted a Bid on behalf of
a Potential Holder, whether such Bid was accepted or rejected, in whole or in part, and the
principal amount of Auction Rate Securities, if any, to be purchased by such Potential Holder;

(v} if the aggregate amount of Auction Rate Securities to be sold by all Existing
Holders on whose behalf such Broker-Dealer, acting as a Seller’s Broker-Dealer submitted Bids or
Sell Orders exceeds the aggregate principal amount of Auction Rate Securities to be purchased by
all Potential Holders on whose behalf such Broker-Dealer acting as a Buyer’s Broker-Dealer,
submitted a Bid, the name or names of one or more Buyer’s Broker-Dealers (and the name of the
Participant, if any, of each such Buyer’s Broker-Dealer), acting for one or more purchasers of such
excess principal amount of Auction Rate Securities and the principal amount of Auction Rate
Securities to be purchased from one or more Existing Holders on whose behalf such Broker-
Dealer, acting as a Seller’s Broker-Dealer, acted by one or more Potential Holders on whose
behalf each of such Buyer’s Broker-Dealers acted;

{vi) if the aggregate principal amount of Auction Rate Securities to be purchased by
all Potential Holders on whose behalf such Broker-Dealer, acting as a Buyer’s Broker-Dealer,
submitted a Bid exceeds the amount of Auction Rate Securities to be sold by all Existing Holders
on whose behalf such Broker-Dealer, acting as a Seller’s Broker-Dealer, submitted a Bid or a Sell
Order, the name or names of one or more Seller’s Broker-Dealers (and the name of the Participant,
if any, of each such Seller’s Broker-Dealer) acting for one or more sellers of such excess principal
amount of Auction Rate Securities and the principal amount of Auction Rate Securities to be sold
to one or more Potential Holders on whose behalf such Broker-Dealer, acting as a Buyer’s



Broker-Dealer, acted by one or more Existing Holders on whose behalf each of such Seller’s
Broker-Dealers acted;

(vi) with respect to Auction Rate Tax-Exempt Bonds, unless previously provided, a
list of all applicable Auction Rates and related Auction Periods (or portions thereof) since the last
Interest Payment Date; and

(viii)  the Auction Date for the next succeeding Auction,

() On each Auction Date, each Broker-Dealer that submitted an Order on behalf of any
Existing Holder or Potentral Holder will:

(1) advise each Exisiing Holder and Potential Holder on whose behalf such
Broker-Dealer submitted a Bid or Sell Order in the Auction on such Auction Date whether such
Bid or Sell Order was accepted or rejected, in whole or in part;

(1) in the case of a Broker-Dealer that is a Buyer’s Broker-Dealer, advise each
Potential Holder on whose behalf such Buyer's Broker-Dealer submitted a Bid that was accepted,
in whole or in part, to instruct such Potential Holder’s Participant to pay to such Buyer's
Broker-Dealer (or its Participant) through the Securities Depository the amount necessary,
including accrued interest, if any, to purchase the principal amount of the Auction Rate Securities
to be purchased pursuant to such Bid against receipt of such Auction Rate Securities;

(iii) in the case of a Broker-Dealer that is a Seller’s Broker-Dealer, instruct each
Existing Holder on whose behalf such Seller’s Broker-Dealer submitted a Sell Order that was
accepted, in whole or in part, or a Bid that was accepted, in whele or in part, to instruct such
Existing Holder’s Participant to deliver to such Seller’s Broker-Dealer (or its Participant) through
the Securities Depository the principal amount of Auction Rate Securities to be sold pursuant to
such Order against payment therefor;

{(iv) advise each Existing Holder on whose behalf such Broker-Dealer submitted an
Order and each Potential Holder on whose behalf such Broker-Dealer submitted a Bid of the
Auction Rate or Net Loan Rate, if applicable, for the next Auction Period,

(v} advise each Existing Holder on whose behalf such Broker-Dealer submitted an
Order of the next Auction Date; and

(vi) advise each Potential Holder on whose behalf such Broker-Dealer submitted a
Bid that was accepted, in whole or in part, of the next Auction Date.

{c} On the basis of the information provided to it as described in paragraph (a) above, each
Broker-Dealer that submitted a Bid or Seil Order in an Auction is required to allocate any funds received by it in
connection with such Auction as described in paragraph (b){ii} above, and any Auction Rate Securities received by it
in connection with such Auction as described in paragraph (b)(iii) above, among the Potential Holders, if any, on
whose behalf such Broker-Dealer submitted Bids, the Existing Holders, if any, on whose behalf such Broker-Dealer
submitted Bids or Sell Orders in such Auction, and any Broker-Dealers identified to it by the Auction Agent
following such Auction as described in paragraph (a)(v) or (a)(vi) above.

{d) On each Auction Date:

(1) each Potential Holder and Existing Holder with an Order in the Auction on such
Auction Date will instruct its Participant as provided in (b){ii} or (b)(iii) above, as the case may be;

(if) each Seiler’s Broker-Dealer that is not an Participant of the Securities
Depository will instruct its Participant to deliver such Auction Rate Securities through the
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Securities Depository to a Buyer’s Broker-Dealer (or its Participant) identified to such Seller’s
Broker-Dealer as described in (a)(v) above against payment therefor; and

(11} each Buyer’s Broker-Dealer that is not an Participant in the Securities
Depository will instruct its Participant to pay through the Securities Depository to the Seller’s
Broker-Dealer (or its Participant) identified following such Auction as described in (a)(vi) above
the amount necessary, including accrued interest, if any, to purchase the Auction Rate Securities to
be purchased as described in (b){ii) above against receipt of such Auction Rate Securities.

{e) On the Business Day following each Auction Date:

(1) each Participant for a Bidder in the Auction on such Auction Date referred to in
(d)(i) above will instruct the Securities Depository to execute the transactions described under
{b)ii) or (b)(iii) above for such Auction, and the Securities Depository will execute such
fransactions;

(it) each Seller’s Broker-Dealer or ifs Participant will instruct the Securities
Depository to execute the transactions described in (d)(ii) above for such Auction, and the
Securities Depository will execute such transactions; and

(1ii) each Buyer’s Broker-Dealer or its Participant will instruct the Securities
Depository to execute the transactions described in (d)(iil} above for such Auction, and the
Securities Depository will execute such transactions.

(f) If an Existing Holder selling Auction Rate Securities in an Auction fails to deliver such
Auction Rate Securities (by authorized book-entry), a Broker-Dealer may deliver to the Potential Holder on behalf
of which it submitted a Bid that was accepted a principal amount of Auction Rate Securities that is less than the
principal amount of Auction Rate Securities that otherwise was to be purchased by such Potential Holder. In such
event, the principal amount of Auction Rate Securities to be so delivered will be determined solely by such
Broker-Dealer (but only in Authorized Denominations). Delivery of such lesser principal amount of Auction Rate
Securities will constitute good delivery. Notwithstanding the foregoing terms of this paragraph (f), any delivery or
nondelivery of Auction Rate Securities which will represent any departure from the results of an Auction, as
determined by the Auction Agent, will be of no effect unless and until the Auction Agent will have been notified of
such delivery or nondelivery in accordance with the provisions of the Auction Agent Agreement and the
Broker-Dealer Agreements, Neither the Trustee nor the Auction Agent will have any responsibility or liability with
respect to the failure of a Potential Holder, Existing Holder or their respective Broker-Dealer or Participant to take
delivery of or deliver, as the case may be, the principal amount of the Auction Rate Securities or to pay for the
Auction Rate Securities purchased or sold pursuant to an Auction or otherwise.
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

$9,100,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,000,000 Student Loan Revenue Bonds, Subordinate Series 2600-B-3

APPENDIX G
CASH FLOW ASSUMPTIONS AND OTHER CONSIDERATIONS

HOLDERS SHOULD CONSIDER THE FACTORS BELOW IN LIGHT OF THE PAYMENT
PRIORITIES OF THE SENIOR OBLIGATIONS AND AMOUNTS DUE TO ANY OTHER SENIOR BENEFICIARIES
OVER THE SUBORDINATE OBLIGATIONS AND AMOUNTS DUE TO ANY OTHER SUBORDINATE
BENEFICIARIES. SEE “SECURITY AND SOURCES OF PAYMENT FOR THE OFFERED OBLIGATIONS --
CERTAIN PAYMENT PRIORITIES”, AND APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE -- EVENTS OF DEFAULT AND REMEDIES™.

The following presents the Corporation’s principal assumptions used in the preparation of its cash
flow projections for the Offered Obligations and the structuring of the stated maturities and payment dates of the
Offered Obligations. The Corporation believes, based on its analyses of multiple cash flow projections, which have
been based on various stressful cash flow assumptions and scenarios, including the assumptions described herein,
that revenues to be received pursuant to the Indenture will be sufficient to pay principal of and interest on the
Offered Obligations and all other presently Outstanding Obligations when due and also to pay when due all
Administrative Expenses, Bond Fees and any required rebate payments to the United States Treasury. The cash
flow projections for the Offered Obligations and the Corporation’s belief that revenues to be received pursuant to the
Indenture will be sufficient to pay, among other things, Debt Service on the Offered Obligations and all other
presently Outstanding Obligations each constitutes a forward-looking statement, and actual results may vary from
such projections and belief for a variety of reasons discussed immediately below and above under the caption “RISK
FACTORS”.

Factors Affecting Sufficiency and Timing of Receipt of Revenues in the Trust Estate

As stated in the immediately preceding paragraph, the Corporation expects that the revenues to be
received pursuant to the Indenture will be sufficient to pay principal of and interest on the Offered Obligations and
all other presently Outstanding Obligations when due and also to pay the annual cost of ali Trustee fees, servicing
costs and other expenses related to the Offered Obligations, all other presently Outstanding Obligations and the
Pledged Eligible Loans until the final maturity of the Offered Obligations. These projections use assumptions,
which the Corporation believes are reasonable, regarding the current and future composition of and yield on the
Corporation’s student loan portfolio held and expected to be held pursuant to the Indenture, the rate of return on
moneys to be invested in various Accounts and Subaccounts under the Indenture, and the occurrence of futire
events and conditions, These assumptions are derived from the Corporation’s experience in the admunistration of
the Program. There can be no assurance, however, that interest and principal payments from the Pledged Eligible
Loans will be received as anticipated, that the reinvestment rates assumed on the amounts in various Accounts and
Subaccounts will be realized, or that Special Allowance Payments will be received in the amounts and at the times
anticipated. Furthermore, future events over which the Corporation has no control may adversely affect the
Corporation’s actual receipt of revenues pursuant to the Indenture.

Receipt of principal and interest on Pledged Eligible Loans may be accelerated due to various
factors, including, among others: (1) default claims or claims due to the disability, death or bankrupicy of the
borrowers; (2) actual principal amortization periods which are shorter than those asswmed based upon the cwrrent
analysis of the Corporation’s expected student loan portfolio; (3) the commencement of principal repayment by
borrowers on earlier dates than are assumed based upon the current analysis of the Corporation’s expected student
Joan portfolio; and (4) economic conditions that induce borrowers to refinance or repay their loans prior to maturity.
Eligible lenders, including the Corporation, may make Consolidation Loans to borrowers for the purpose of retiring
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certain borrowers’ existing loans under various federal higher education loan programs. To the extent that Pledged
Eligible Loans are repaid with Consolidation Loans, the Corporation will realize payment of such loans earlier than
projected.

The assumptions used by the Corporation relating to the receipt of principal payments, moreover,
resulted in projections of receipt of principal which are later than the Corporation expects. Because the Corporation
relied on such assumptions for purposes of scheduling the Maturity Date and payment dates of the Series 2000-A-4
Bonds, the receipt of principal payments earlier than projected may result in redemption of the Series 2000-A-4
Bonds pursuant to the redemption provision described in “REDEMPTION -- Optional Redemption of the Offered
Obligations™.

Additionally, if the actual rates of return on the Pledged Eligible Loans and the actual investment
rates on the Investment Securities equal or exceed those assumed by the Corporation, the Corporation expects that
moneys will be deposited into the Surplus Account. Moneys in the Surplus Account may be used, at the
Corporation’s option, to redeem the Series 2000-A-4 Bonds pursuant to the special redemption provision described
in “REDEMPTION -- Optional Redemption of the Offered Obligations”.

Delay in the receipt of principal of and interest on Pledged Eligible Loans may adversely affect
payment of principal of and interest on the Offered Obligations when due. Principal of and interest on Pledged
Eligible Loans may be delayed due te numerous factors, including, without limitation: (1) borrowers entering
deferment periods due to a return to school or other eligible purposes; (2) forbearance being granted to borrowers;
(3) loans becoming delinquent for periods longer than assumed; (4) actual loan principal amortization periods which
are longer than those assumed based upon the current analysis of the Corporation’s student loan portfolio to be held
pursuant to the Indenture; and (5) the commencement of principal repayment by borrowers at dates later than those
assumed based upen the current analysis of the student loan portfolio to be held pursuant to the Indenture.

If actual receipt of revenues under the Indenture or actual expenditures vary greatly from those
projected, the Corporation may be unable to pay the principal of and interest on the Offered Obligations and all
other presently Outstanding Obligations when due. In the event that revenues to be received under the Indenture are
insufficient to pay the principal of and interest on the Offered Obligations, all other presently Outstanding
Obligations and amounts owing to any other Beneficiaries when due, the Indenture authorizes, and under certain
circumstances requires, the Trustee to declare an Event of Default and accelerate the payment of the Qutstanding
Obligations, including the Offered Obligations. See APPENDIX B, “CERTAIN DEFINITIONS AND SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE -- Events of Defaults and Remedies” and “--Direction of
Proceedings by Acting Beneficiaries Upon Default”. 1t is possible, however, that the Trustee would not be able to
sell the Pledged Eligible Loans and the other assets comprising the Trust Estate for an amount sufficient to pay the
principal of and accrued interest on ail Outstanding Obligations, including the Offered Obligations.

In preparing certain cash flow projections for purposes of achieving the ratings of (i) “Aaa” from
Moody’s and “AAA” from Fitch on the Senior Offered Obligations and (ii) “A2” from Moody’s and “A” from Fitch
on the Subordinate Offered Obligations, the Corporation assumed various default rates and Guarantee Agencies’
reimbursement rates in accordance with each Rating Agency’s specific Stress Tests scenarios. Although the
Guarantee Agencies are obligated to make not less than 98% insurance claim payments to the Corporation and to
other lenders, the Guarantee Agencies must then rely on reimbursement from the Secretary of Education. The
Guarantee Agencies’ ability to meet not less than 98% insurance claim payments may be impaired if insurance claim
payments exceed expectations or if its guarantee fund is inadequate. See “THE GUARANTEE AGENCIES AND
THE GUARANTEED STUDENT LOAN PROGRAM” and APPENDIX C, “DESCRIPTION OF THE FEDERAL
FAMILY EDUCATION LOAN PROGRAM™,

Changes In Federal Law
There can be no assurance that relevant federai laws, including the Higher Education Act, will not
be changed in a manner that may adversely affect the receipt of funds by the Corporation. See the following

sections above: “RISK FACTORS”, “THE CORPORATION’S STUDENT LOAN PURCHASE PROGRAM” and
APPENDIX C, “DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM”.
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Pledged Eligible Loan Portfolio Assumptions

With the proceeds of the Offered Obligations and amounts received from the Series 1993 Trustee,
the Corporation expects to finance or refinance approximately $27.3 million outstanding principal amount of, and
accrued borrower interest and purchase premium o, Eligible Loans.

The Corporation expects to recycle borrower principal repayments to finance or refinance Eligible
Loans until September 1, 2001 {or such later date to which such period is extended in accordance with the
Indenture). The Corporation may also issue additional obligations, all or a portion of which will be expended to
finance or refinance Eligible Loans prior to expenditure of all proceeds of the Offered Obligations. See
APPENDIX H, “ACTUAL PORTFOLIO DATA FOR PLEDGED ELIGIBLE LOANS HELD OR TO BE HELD
IN THE TRUST ESTATE”.

Assumptions related to Administrative Expenses and Other Fees

The Corporation has estimated based on past experience, and included in the cash flows prepared
for each of the Rating Agencies, an annual administrative expense based upon the administrative budget relating to
its Student Loan portfolio (including the Pledged Eligible Loans). The Corporation’s total administrative budget s
allocated among its various bond issues based on the outstanding principal amount of Student Loans held under each
financing, the number of Student Loans acquired, and the number of financings ocutstanding. In addition it has
assumed in the cash flows, (i) servicing fees based initially on the actual fees to be paid under the various Servicing
Agreements through their current expiration date, and thereafter the servicing fees inflated at 2% per year; (ii)
Trustee’s fees based on the actual Trustee’s fees paid annually in advance under the Indenture; (iii) Auction Agent’s
fees and the Broker-Dealer fees based on actual fee provisions in the Auction Agent Agreement. Such fees and
expenses may be higher than projected.

Other Assumptions

In preparing the cash flow projections for purposes of achieving the ratings of (i) “Aaa” from
Moody’s and “AAA” from Fitch on the Senior Offered Obligations and (ii) “A2" from Moody’s and “A” from Fitch
on the Subordinate Offered Obligations, the Corporation also assumed, with the agreement of the applicable Rating
Agency, the following cash flow factors as applicable in various interest rate scenarios for all Outstanding
Obligations, including the Offered Obligations, to the extent applicable: (1) the 91-Day T-Bill Rate; (ii) Auction
Rates for the Senior Tax-Exempt Bonds; (iii) Auction Rates for the Subordinate Tax-Exempt Bonds; (iv) Auction
Rates for the Senior Taxable Notes; (v) Auction Rates for the Subordinate Taxable Notes, (vi) three failed Auctions;
(vii) student loan yields during the In-School, Grace or Deferment periods for each of PLUS/SLS loans,
Consolidation Loans, Stafford Variable Rate Loans (based upon origination date and including Special Allowance
Payments); (viii) lags on all principal and interest payments on Pledged Eligible Loans from borrowers, lags on
defaulted loan reimbursements, as well as lags on all federal interest subsidy payments and Special Allowance
Payments; (ix) an acquisition price for Eligible Loans that the Corporation determines is appropriate; and (x) rebate
payments on Consolidation Loans.

Investment Rates

Balances in the various Accounts of the Trust Estate Fund are assumed to be invested in an
Investment Security at a rate or rates required by the Rating Agencies,
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MISSISSIPPI HIGHER EDUCATION ASSISTANCE CORPORATION

$9,100,000 Student Loan Revenue Bonds, Senior Series 2000-A-4
$20,000,000 Student Loan Revenue Bonds, Suberdinate Series 2600-B-3

APPENDIX H

ACTUAL PORTFOLIO DATA FOR PLEDGED ELIGIBLE

LOANS HELD IN THE TRUST ESTATE
{As of May 31, 2060)

Number of Loans and % of Average Loan
Principal Amount Total by Category Indebtedness
Total Loans $223 504 485 06,230 100.00% $3,375
School Type:
4-year 5204,816,408 55989 84.54% $3,658
2-vear 16,791,533 9,990 15.08% 1,681
Praprietary 1,896,544 251 (1.38% 7,556
$223,504 483 66,230 100.00% 3,375@
Loan Status:
In School $71,001452 23,188 35.01% $3,082
Grace 35,945,042 12,025 18.16% 2,989
Forbearance 25,813,763 6,156 9.30% 4,193
Deferment 14,573,196 43226 6.38% 3,448
Repayment
Current 57,245,209 15,360 23.19% 3,727
Delinquent 17,506,251 4,954 7.48% 3,534
Default 728,572 321 0.48% 2,273
$223,504, 485 66,230 100.00% 33759
Loan Type:
Stafford $198,567,376 64,045 96.70% $3,100
PLUS 2,513,800 589 0.89% 4,268
SLS 91,033 18 0.03% 5,057
Consolidation 22.332.216 1578 2.38% 14,152
$223,504 485 66,230 100.00% 3375
Loan Guaranty Eligibility:
100% 51,166,442
98% 222,338,043
$223.504,485
Guarantors;
USAF $213,830,249 63,516 §5.90% $3,367
KHEAA 61,508 10 0.02% 6,151
LASFAC 2,594 2 0.00% 1,497
PHEAA 769,131 57 0.09% 13,494
TSAC 8,840,603 2,645 3.99% 3,342
$223,504,485 66,230 100.00% 3,375
Servicers:
SunTech $110,633,989 30,409 45.91% 31,638
112,870,496 35.821 54.09% 3,151
PHEAA $223,504,485 66,230 100.00% 3,375

) The Corporation expects that over a period of about 18 months from the issuance of the Offered Obligations it
will purchase approximately $63.7 million of student loans to be held in the Trust Estate, characteristics for which
are not included in the above table because such student loans have yet to be identified.
) Weighted average of the category.

{CPC0145.D0OCH}
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August 22, 2000

Mississippi Higher £ducation Assistance Corporation
2600 Lakeland Terrace
Jackson, Mississippi

RE: Mississippi Higher Education Assistance Corporation
Student Loan Revenue Bonds, Senior Series 2000-A-4 and
Student Loan Revenue Bonds, Subordinate Series 2000-B-3

Gentlefolk:

We have acted as bond counsel in connection with the issuance of $9,100,000 aggregate
principal amount of Student Loan Revenue Bonds, Senior Series 2000-A-4 (the "Series 2000-A-4 Bonds")
and $20,000,000 aggregate principal amount of Student i.oan Revenue Bonds, Subordinate Series 2000-
B-3 (together with the Series 2000-A-4 Bonds, the "Bonds"} of Mississippi Higher Education Assistance
Corporation, a Mississippi nonprofit corporation (the "Issuer™}, pursuant to a Trust Indenture {the "Trust
Indenture") dated as of July 1, 1999, between the Issuer and Trustmark National Bank (the "Trustee"), a
national banking association, as supplemented by a Series 2000-A-1 and 2000-B-1 Supplement thereto
(the "Series 2000-A-1&B-1 Supplement") dated as of January 1, 2000, a Series 2000-A-2, 2000-A-3 and
2000-B-2 Supplement thereto (the "Series 2000-A-283&B-2 Supplement") dated as of March 1, 2000,
and a Series 2000-A-4 and 2000-B-3 Supplement thereto (the "Series 2000-A-4&B-3 Suppiement”) dated
as of July 1, 2000, each between the Issuer and the Trustee. In that capacity, we have examined the
appropriate provisions of the constitution and statutes of the State of Mississippi, certified copies of one or
more resolutions adopted by the governing body of the Issuer with respect to the issuance of the Bonds,
an executed counterpart of the Trust Indenture, an executed counterpart of the Series 2000-A-18B-1
Supplement, an executed counterpart of the Series 2000-A-283&B-2 Supplement, an executed
counterpart of the Series 2000-A-4&B-3 Supplement and such other documents, opinions of counsel,
certificates and other assurances from representatives of the Issuer and matters as we considered
necessary to enable us to render this opinion. On the basis of the foregoing examination and in reliance
thereon, and on all such other matters of fact and conciusions of law as we deem relevant under the
circumstances, we are of the opinion that:

1. The tssuer has been duly organized and is validly existing as a private nonprofit corporation in
good standing under the laws of the State of Mississippi, with all requisite corporate power and authority
fo own and operate its properties and to carry on its businesses as now being conducted and as
contemptated by the Trust Indenture, as supplemented by the Series 2000-A-1&B-1 Supplement, the
Series 2000-A-283&B-2 Supplement and the Series 2000-A-4&B-3 Supplement.

2. The Bonds have been duly and validly authorized and delivered pursuant to the authority
granted by and in compliance with the provisions of the Trust Indenture, as supplemented by the Series
2000-A-1&B-1 Supplement, the Series 2000-A-2&3&B-2 Supplement and the Series 2000-A-4&B-3
Supplement.

3. The Bonds are valid, legal and binding limited obligations of the Issuer, enforceable in
accordance with the terms thereof.

4. The Trust Indenture, the Series 2000-A-1&B-1 Supplement and the Series 2000-A-283&B-2
Supptement have each been duly and validly authorized, executed and delivered, and each constitutes a
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valid, legal and binding obligation of the Issuer, enforceable against the Issuer in accordance with the
terms thereof,

5. The Series 2000-A-48B-3 Supplement has been duly and validly authorized, executed and
delivered, and constitutes a valid, legal and binding obligation of the Issuer, enforceable against the
Issuer in accordance with the terms thereof.

6. Assuming continuing compliance with all covenants set forth in the Trust Indenture, as
supplemented by the Series 2000-A-1&B-1 Supplement, the Series 2000-A-2&38&B-2 Supplement and the
Series 2000-A-4&B-3 Supplement, and subject to the condition and exceplions set forth below, under
existing statutes, regulations and court decisions as presently interpreted and construed, interest on the
Bonds earned by the respective owners thereof is excludable from gross income for federal income tax
purposes pursuiant to Section 103 of the Internal Revenue Code of 1986, as amended (the "Code”). The
opinion set forth above is subject to the condition that the Issuer comply with all requirements of the
Code, compliance with which subsequent to the issuance of the Bonds is necessary in order that interest
thereon be, and continue to be, excludable from gross income for federal income tax purposes. The
Issuer has covenanted to comply with each such requirement, and failure of the Issuer to comply with
such requirements may cause the inclusion of interest on the Bonds in gross income for federat income
tax purposes, retroactive to the date of issuance of the Bonds. The Bonds are "private activity bonds," as
defined in Section 141{a) of the Code, and "specified private activity bonds,” as defined in Section
57(a)(B)(C) of the Code, and interest thereon is a specific item of tax preference which will be includable
in computing alternative minimum tax imposed on ail taxpayers by Section 55 of the Code. Interest on
the Bonds will also be includabie in computing the following: (a) the income adjustments for property and
casualty insurers pursuant o Section 832 of the Code; (b) the branch profits tax imposed by Section 884
of the Code; and {(¢) the tax on excess "net passive income” impasead by Section 1375 of the Code on
certain Subchapter S corporations that have Subchapter C earnings and profits.

Pursuant to the Trust indenture and the Series 2000-S-4&B-3 Suppiement, the Series 2000-A-4
Bonds initially bear interest at Auction Rates, as defined in the Trust Indenture. We express no opinion,
and no opinion should be inferred from any conclusions set forth herein, with respect to any Series 2000-
A-4 Bond at any time that such Series 2000-A-4 Bond does not bear interest at Auction Rates.

We express no opinion regarding other federal tax consequences arising with respect to the
Bonds.

We have not underfaken to verify by independent investigation the facts contained in the
certifications of representatives of the Issuer, and we express no opinion herein relating to the accuracy,
completeness or sufficiency of any offering material refating to the Bonds.

It is to be understood that the enforceability of the Trust Indenture, the Series 2000-A-1&B-1
Supplement , the Series 2000-A-2&38&B-2 Supplement and the Series 2000-A-4&B-3 Suppiement and the
rights of the owners of the Bonds and the enforceability thereof may be subject to bankruptey, insolvency,
reorganization, moratorium and other similar laws affecting creditors' rights hereiofore or hereafter
enacted and that their enfercement may be subject to the exercise of judicial discretion in accordance
with general principles of equity.

Yours very truly,

WATKINS LUDLAM WINTER & STENNIS, P.A.









