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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Supplemental Schedule of Severance Tax Bonds

June 30, 2003

Bond Balance Artin

Sehedule 1

Bonds Ponds Funds Funds After Public Amount Expended Balance
Chapter Laws  Appropriated Sold Reauthorized Reverted Reauthorization  Places Received 1o Date Available

18 1998 § 3895000 § 3895000 § 100,000 § (410,068) § 3584032 % B 3418310 F 3418437 § 166405
7 1998 5,052,950 5,052,950 = (590,401) 4,462,549 4,369 841 4,369,841 92,708
2 1999 5,973,321 591,32 - (11,243) 5962,078 4,642,869 4,890,123 1,071,955
23 2000 6,965,784 6,965,784 - (61,132) 6,904,652 4,599,182 4,661,531 2,243,121
110 2002 9,467,100 9,342,100 - - 9,342,100 1,895,637 2467789 6,874,311

429 2003 7,424,100 . - - - . i .
$38,778,255 $31,220,155 § 100,000 S(1.072844) S§ 30256311 § $18925839  $19.807.72 $10,448,590

Note:  The Department had outstanding requests for reimbursement with the State Board of Finance for expenditures incutred for
the year ended June 30, 2003 as follows:

Chapter 118, Laws of 1998
Chapter 2, Laws of 1999
Chapler 23, Laws of 2000
Chapter 110, Laws of 2002

5 127
247,254
62,349
572,152

§ 881,882
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SPECIAL APPROPRIATIONS

Special Revenue Fund

Under the Laws of 1991, Chapter 10, the Department was directed to expend $250,000 from the State
Road Fund to conduct a study of financing options and evaluation of environmental issues relating to a

proposed rapid rail system.

Under the Laws of 1994, House Memorial 110, and Senate Memorial 130, the Department was directed to
expend $11,505,000 and $11,278,000 respectively, from the State Road Fund for certain infrastructure
improvements.

Under the Laws of 1995, House Memorial 38, the Department was directed to expend $3,500,000 from
the Staie Road Fund for ceriain infrastructure improvemenis.

Under the Laws of 1995, Senate Memonial 29, the Department was directed to expend $3,000,000 from
the State Road Fund for certain infrastructure projects.

Under the Laws of 2000, Chapter 23, the Department was appropriated 32,577,500 from the State of New
Mexico General Fund for certain infrastructure projects. Any unexpended or unencumbered balance
remaining at the end of the 2005™ fiscal year will reven to the State General Fund.

Under the Laws of 2001, Chapter 198, the Department was appropriated $400,000 from the State of New
Mexico General Fund for an air service assistance program. Any unexpended or unencumbered balance
remaining at the end of the 2002 fiscal year has reverted to the State General Fund.

Under the Laws of 2003, Chapter 134, the Depariment was appropriated $975,500 from the State of New
Mexico General Fund for cemain infrastructure projects and improvemenis. Any unexpended or
unencumbered balance remaining at the end of the 2008® fiscal vear will revert to the State General Fund.

Capital Projects Fund
Under the Laws of 1998, Chapter 118, the Department was appropriated $4,862,000 from the State Road
Fund for various c.afiml projects. Any unexpended or unencumbered balance remaining at the end of the

2000 through 2001" fiscal year depending on the applicable capital projects shall revert to the State Road
Fund.

Under the Laws of 1998, Chapter 7, the Department was appropriated $1,633.800 from the Staic Road
Fund for various capital projects. Any unexpended or unencummbered balance remaiming at the end of the
2002™ fiscal year has reverted to the State Road Fund.

Under the Laws of 1999, Chapter 2, the Department was appropriated $2,043,000 from the State Road
Fund for various capital projecis. Any unexpended or unencumbered balance remaining at the end of the
2003 fiscal year has reverted to the State Road Fund.

Under the Laws of 2000, Chapter 23, the Depariment was appropriated $2,238,000 from the State Road

Fund for various capital projects. Any unexpended or unencumbered balance remaining at the end of the
2004® fiscal year shall revert to the State Road Fund.
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Schedule 2
NEW MEXICO DEPARTMENT OF TRANSFORTATION

Supplemental Sehedule of Speeial Appropyintions

Year Ended June 30, 2003

Expenditures Encumbrance

Appropriation Inception to Balanee as of Reapproriation Reversion Balance os of

Speeinl Revenue Funds Amount 6/30/2003 6/30/2003 Amount Amount 6/30/2000
Laws of 1991, Chapter 10 5 250,000 b - 5 - b ] - 5 - 3 250,000
*  Laws of 1994, State House Memorial 110 11,505,000 9,220,584 BD 442 - 2,111,207 92,767
*  Laws of 1994, Senate Memorial 130 11,278,000 9,153,504 90,000 - 1,944 496 90,000

*  Laws of 1995, State House Memorial 38 3,500,000 2,542,753 36,338 - 920,909 -

* Lows of 1995, Senate Memorial 29 3,000,000 2,350,706 13,832 . (A5 462 -
Laws of 2000, Chapter 23 2,577,500 1,629,775 909,750 - 2,973 15,002

Laws of 2001, Chapter 198 400,000 259,831 143, 1650 . . .
Laws of 2003, Chapter 134 975,500 - - - . 975,500
Total Special Revenue Funds 33,486,000 25,157,153 1,270,531 - 5,615,047 1,443,269

Capital Projects Funds
Lows of 1998, Chapter 118 4,862,000 4,634,561 218,816 - 8,023 -
Laws ol 1998, Chapter 7 1,633,800 14,034,207 78,293 12,478,700 -

Laws of 1999, Chapter 2 2,043,000 1,239,552 31,754 - 771,694 -
Laws of 2000, Chapter 23 2,238,000 860,181 910,790 - - 467,029
Total Capital Projects Funds 10,776,800 20,768,501 1,239,653 12 478,700 780,317 467,029
Total all fund types $ A4262800 8 45925654 2510184 5 12478700  F 6,395 364 $ 1,910,298

* Note: Siate House and Senate Memorials are directions on how appropriated monies should be spent. They are not laws,



NEW MEXICO DEPARTMENT OF TRANSPORTATION

Supplemental Schedule of Petty Cash Deposit Accounts

MName of Depository

Wells Fargo Bank (Deming)
Wells Fargo Bank (Roswell)
Bank of The West (Albugquerque)
Bank of Las Vegas

Wells Fargo Bank (Santa Fe)
Wells Fargo Bank (Grants)
General Office (Santa Fe)

Jumne 30, 2003
Balance
as of
Type June 30, 2003

Checking 300
Checking 300
Checking 300
Checking 500
Checking 500
Checking 500
Cash Box 100

3,100
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NEW MEXICO DEFARTMENT OF TRANSPORTATION

Supplemental Schedule of State Road Fund User and Fuel Taxes

Year ended June 30, 2003

(asoline Tax
Special Fuel Tax
Weight/Distance Tax
Vehicle Registration Fees
Dinvers' License Fees
Leased Vehicle Gross Receipts Tax
Top Tax
Public Regulation Commission Fees
Tire Recycling - Vehicle Registration Fees
Orversize/Overweight Permits
WVehicle Transaction Fees

Subtotal - Pledged Revenues
Miscellaneous Fees

Total User and Fuel Taxes (Exhibit &)

A-79

§ 110465384
69,477,500
51,393,758
43,0403 240

4541929
4,465,347
4,348,061
3,390,572
1,679,063
1,139,695
1,115,149

296,009,698

2,135,589

£ 298,145,287
—————————

Schedule 4
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Gasoline Tax

Wehicle Registation Fees

Special Foel Tax

Wehicle Transactron Fees

Driver's License Fees

Creersize!Oversight Peomit

Public Regulation Commission Fees

Trip Tax

WeightDistance Tax

Leased Vehicle Gross Receipts Tax

Tire Recveling - Vehicle Registration Fees
Subtodal

Tnterest on Cash Balonces®

Tortal Pledged Hevennes Received

Delst Servics Principal Expenditures **
Debt Service Interest Expendifures™™

Total Dol Service

DERT SERVICE COVERAGE

1993 BONDS

1998-CHAT

MEW MEXTICO DEFARTMENT OF TRANSPORTATION

Supplemental Schedole of el Seevice mnd Coverage

1998-W1PE

June 30, 2003

198 - CHAT 2000 - CHAT

2001 - CHAT

200248 - CHAT

ZO0Z - WP

20020 < HIF

Schedule 5

20020 « CHAT

$1I0465384 S I0465384 S LI0465384  §IL0O465384  S110465384 T LIDAG5384 S 1I0AR53H4  STI0465380  F 110465384 & 110,465,384
43 9495 140 A1 0503 2400 43,9493 240 43,993 240 43,003 240 43 55 240 43,003 240 43,593,240 43 9493 240 43,993 240
G947 500 A9 AT 500 Gl 477,500 aFA4TT 500 G947 500 G977 500 G9.477.500 H9ATT 500 69,477 500
1115149 1LiL5 149 115,149 LTS 144 1LL5, 14% 1,115,144 1,015,149 [RAEAE.] 1115 149
- 4,541,524 4,541,529 4,541,929 4,541,520 4,541,529 4,541,930 4,541,929 4,541,520 4,541,520
- 1,139 605 1,139,695 1,028,695 1, 13%695 1,134,093 1,139,695 1,139,695 1,189,595 1109595
< 31,390,572 3,390,572 3,390,572 1,300,572 3,360,572 . 5 3,390,572 1,390,572
4,348,061 4,348,061 4,348,061 o, HE 061 4, 348 0] 4,344 (] 4,348 061 4,344,061 4,548 061
51,393,758 51,303,758 51,393,758 51,200,758 51,193,758 51,193,754 51,100,758 51,393,750 51,393,758
- - . Z : . 4,465,347 -
. - - . - = - - 1,679 063 -
154,458 624 209 865 288 2049 565208 150 K65 288 FLUK LW 29 B65, 288 206,474,716 2E6ATT 1 296,008 695 260 865,254
- 508,707 508,717 508,717 508,717 508,717 508,717 08,717 114,609 508,717
5154 458 624 £ 280,374,005 1§ 200,374,005 5 290,274 005 5290374 005 §290,3704 005 L 2R6,90 1,433 £ 286,961,43) 5 260,124,300 5 290,574,005
1453 BOMDE 1993-CHAT | GRE- WP P 1998 . CHAT 2000 - CHAT 2001 - CHAT 2003 - CHAT 2002 - WIPP 200z - HIF 200200 - CHAT
3 555,000 5 8,195000 5 6,080,000 £ 7,40 000 5,940,000 & 12,960,000 3 2,000,000 36725000 & A 10n00 % 1.230,000
260,700 3,637,008 3,583,450 4,629,131 10,728,158 10,019,798 4,957,250 1,641,625 3,371,657 122,855
$ AIES700 5 L1SI200B 5 O96305E 8 12369131 % 20668088 5 22977.798 & 6947250 % I0J6EG2S  § 6S01657 5 1651855
24.97 24,54 29,14 2348 14,05 1164 41,28 2768 45,55 17568

Tl intereat excludes interest snmed on e New Mexicn Finance Authonty Loan procesds, The 2002 HIF Ronds only inelode interest poid e the Highway Infmsouciue Fud,
T e 1908 and 2001 Finance Authority Lonns nee secured by Gederal revenues and are exclnded from (his schedule.



APPENDIX B

GENERAL ECONOMIC AND DEMOGRAPHIC INFORMATION
RELATING TO THE STATE

The following economic and demographic information is furnished for information only. The Bonds do,
not constitute a general obligation or other indebtedness of the State, the NMFA, the Commission, the Department
or any governmental unit within the meaning of any constitutional or statutory debt limitation and are special
obligations of NMFA payable solely from the Pledged Revenues. THE NMFA HAS NO TAXING POWERS. The
principal of and interest and premium, if any, on the 2004 Subordinate Lien Bonds do not constitute or give rise to a
pecuniary liability on the part of the directors and officers of the NMFA. No breach of any pledge, obligation or
agreement of the NMFA will impose a pecuniary liability or a charge upon the general credit or taxing power of the
State, the NMFA, the Commission, the Department or any political subdivision of the State. See “SECURITY AND
SOURCES OF PAYMENT FOR THE 2004 SUBORDINATE LIEN BONDS.”

Generally

The State of New Mexico (the “State””) was admitted as the forty-seventh state on January 6, 1912. It is the
fifth largest state, containing approximately 121,593 square miles.

The State’s climate is characterized by sunshine and warm, bright skies in both winter and summer. Every
part of the State receives no less than 70% sunshine year-round. Humidity ranges from 60% (mornings) to 30%
(afternoons). Evenings are crisp and cool in all seasons because of the low humidity.

The State has a semiarid subtropical climate with light precipitation. Thunderstorms in July and August
bring most of the moisture to the State. December to March snowfalls vary from 2 inches (lower Rio Grande
Valley) to 300 inches (north central mountains).

Governmental Organization

The State’s government consists of the three branches characteristic of the American political system:
executive, legislative and judicial. The executive branch is headed by a governor, who is elected for a four-year
term. A governor may succeed himself in office only once. Following a reorganization plan implemented in 1978
to reduce and consolidate some 390 agencies, boards and commissions, the primary functions of the executive
branch are now carried out by seventeen cabinet departments, each headed by a cabinet secretary appointed by the
Governor.

The State Legislature consists of 112 members and is divided into a Senate and a House of Representatives.
Senators are elected to four-year terms, and members of the House to two-year terms. The State Legislature
convenes in regular session annually on the third Tuesday in January. Regular sessions are constitutionally limited
in length to sixty calendar days in odd-numbered years and thirty calendar days in even-numbered years. In
addition, special sessions of the State Legislature maybe convened by the Governor and, under certain limited
circumstances, extraordinary sessions may be convened by the legislators. Legislators receive no salary, but do
receive per diem and mileage allowances while in session or on official State business.

The judicial branch is composed of a statewide system of Magistrate and District Courts, the Court of
Appeals and the Supreme Court. The District Court is the trial court of record with general jurisdiction.

Economic and Demographic Information
New Mexico is the 36th largest state by population and the fifth largest in land area. The population of the
State as of the time of the official 2000 United States Census was 1,819,046. In the 1990’s, the State was the 12th

fastest growing state, as the population increased 20.1 percent from the 1990 population of 1,515,069. Over the
same period of time, the national population grew 13.2 percent.

B-1



Most of this population growth is occurring in or near the large cities. There are three Metropolitan
Statistical Areas (“MSAs”) in the state. The Albuquerque MSA is comprised of Bernalillo, Sandoval and Valencia
Counties; the Las Cruces MSA is in Dofla Ana County; and the Santa Fe MSA includes Los Alamos and Santa Fe
Counties. The fastest growing counties in the state are Torrance, Valencia, Sandoval, Lincoln, Luna and Dofia Ana.

Major industries in the State are energy resources, semi-conductor manufacturing, tourism, services, arts
and crafts, agriculture-agribusiness, government, manufacturing, and mining. In Fiscal Year 2001, the value of
energy resources production (crude petroleum, natural gas and coal) was approximately $10.6 billion. Major
federally funded scientific research facilities at Los Alamos, Albuquerque and White Sands are also a notable part of
the State’s economy. The following table presents data on employment for the State by industry compiled by the
New Mexico Department of Labor for the first quarter of 2003.

Employment by Industry Group

First Quarter, 2003
Industry Employment
Agriculture, Forestry, Fishing & Hunting 9,707
Mining 13,815
Utilities 5,983
Construction 48,204
Manufacturing 36,282
Wholesale Trade 22,247
Retail Trade 89,893
Transportation and Warehousing 22,956
Information 17,573
Finance and Insurance 22,412
Real Estate and Rental and Leasing 10,540
Professional and Technical Services 41,496
Management of Companies and Enterprises 5,164
Administrative and Waste Services 44,718
Educational Services 77,030
Health Care and Social Assistance 97,956
Arts, Entertainment and Recreation 17,452
Accommodation and Food Services 72,538
Other Services, Except Public Administration 20,768
Government and Government Enterprises 55,927

B-2



State of New Mexico
Wages and Salaries by Industry Sector, 2001-2002
(thousands of dollars)

New Mexico

2002 2001

Farm Total $ 194,395 $ 182,136
Non Farm Private

Forestry, Fishing, Related Activities & Other 65,302 58,034
Mining 674,800 737,271
Utilities 217,184 230,642
Construction 1,456,455 1,510,075
Manufacturing 1,463,157 1,578,293
Wholesale Trade 861,993 838,244
Retail Trade 1,972,828 1,925,384
Transportation and Warehousing 679,260 657,606
Information 544,864 568,497
Finance and Insurance 865,333 819,338
Real Estate and Rental and Leasing 317,103 254,904
Professional and Technical Services 2,171,318 2,081,419
Management of Companies and Enterprises 239,706 244,489
Administrative and Waste Services 1,051,048 1,011,363
Educational Services 200,853 193,847
Health Care and Social Assistance 2,347,656 2,086,601
Arts, Entertainment and Recreation 126,709 121,818
Accommodation and Food Services 870,774 827,541
Other Services, Except Public Administration 614,791 596,075
Government and Government Enterprises 7,060,720 6,514,529

Non Farm Private Total (not available) 22,855,970

TOTAL

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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United States
2002 2001
$ 19,631,005 $ 18,393,000
13,856,755 12,842,000
31,019,757 32,427,000
40,197,757 39,647,000
276,883,002 276,316,000
676,774,514 710,537,000
281,930,007 285,057,000
360,991,760 356,105,000
163,511,767 165,916,000
191,685,258 209,122,000
371,872,003 375,226,000
72,539,004 70,568,000
417,234,756 431,297,000
118,525,005 120,940,000
199,546,007 196,738,000
73,345,005 68,473,000
480,147,756 448,149,000
49,223,756 47,390,000
148,289,007 144,057,000
139,063,753 138,002,000

842,085,775

(not available)

800,148,000

4,928,957,000

$23.996,249 $23,038,106 $4,968,353.409 $4,947,350,000



Year

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

State of New Mexico
Civilian Labor Force, Employment and Unemployment
in New Mexico and the United States, 1993-2002

Civilian Labor Force Number Employed Unemployment Rate
(000) (000)
N.M. as %
N.M. u.s. N.M. U.S. N.M. U.S. of U.S. Rate
756 129,200 698 120,259 7.7% 6.9% 112%
778 131,056 729 123,060 6.3% 6.1% 103%
791 132,304 741 124,900 6.3% 5.6% 113%
798 133,943 734 126,708 8.1% 5.4% 150%
814 136,297 763 129,558 6.3% 4.9% 129%
831 137,673 780 131,463 6.2% 4.5% 138%
809 139,368 764 133,488 5.6% 4.2% 133%
855 142,583 812 136,891 5.0% 4.0% 123%
861 143,739 819 136,933 4.8% 4.7% 102%
877 144,863 829 136,485 5.4% 5.8% 93%

Source: New Mexico Department of Labor, Bureau of Labor Statistics

State of New Mexico
Per Capita Personal Income in New Mexico and the U.S., 1993-2002

Per Capita Income

Annual % Change

Year New Mexico
1993 $16,999
1994 17,636
1995 18,435
1996 18,964
1997 19,641
1998 20,551
1999 20,949
2000 21,931
2001 23,162
2002 23,908

U.S.

$21,539
22,340
23,255
24,470
25,412
26,893
27,843
29,469
30,271
30,832

NM as % of U.S.

New Mexico

U.S.

79%
79%
79%
78%
77%
76%
75%
74%
77%
75%

Source: U.S. Department of Commerce, Bureau of Economic Analysis
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4.5%
3.7%
4.5%
2.9%
3.6%
4.6%
1.9%
4.7%
5.6%
3.2%

2.8%
3.7%
4.1%
4.4%
4.7%
5.8%
3.5%
5.8%
2.7%
1.9%



APPENDIX C
EXTRACTS OF CERTAIN PROVISIONS OF THE INDENTURE

The following contains extracts of certain provisions and definitions contained in the Indenture and is not
to be considered as a full statement thereof. Reference is made to the Indenture for full detail thereof.

Certain Definitions:

“Account” or “Accounts” means one or more of the separate accounts which are established within Funds
created pursuant to the Master Indenture.

“Accountant’s Certificate” means an opinion signed by a certified public accountant or firm of such
accountants duly licensed to practice and practicing as such under the laws of the State, selected by the Authority,
who is independent and not under the domination of the Authority, who does not have any substantial interest, direct
or indirect, in the Authority, but who may be regularly retained to make annual or other audits of the books or
records of the Authority.

“Acquisition Fund” means the Fund so designated which is created by the Master Indenture.

“Act” means, collectively, Sections 6-18-1 ef seq., NMSA 1978, as amended and supplemented, Sections
6-21-1 et seq., NMSA 1978, as amended and supplemented, and Chapter 3, Laws of New Mexico, 2003 (1* Special
Session) (compiled in part as Sections 67-3-59.2, 67-3-59.3 and 67-3-65.1, NMSA 1978).

“Additional Highway Bonds” means bonds, debentures or other obligations issued by the Commission
pursuant to 67-3-59.1, NMSA 1978 in an outstanding amount at any one time not to exceed $50,000,000, which may
be payable from (1) Federal Revenues and (2) State Revenues (other than moneys paid into the Highway
Infrastructure Fund), which Additional Highway Bonds are to be issued with a lien on the revenues described in
(1) and (2) on a parity with the lien thereon of the Subordinate Lien Obligations.

“Authority” means the New Mexico Finance Authority, a public body politic and corporate, separate and
apart from the State, constituting a governmental instrumentality and created by Sections 6-21-1 through 6-21-31,
NMSA 1978, as amended and supplemented, and any successor to its functions and duties.

“Authority Certificate,” “Authority Order” or “Authority Request” means, respectively, a written
certificate, order or request signed in the name of the Authority by an Authorized Officer and delivered to the
Trustee, which certificate, order or request shall recite and certify that it is in compliance with the Master Indenture.

“Authority Exchange Payment” means a payment required to be made by or on behalf of the Authority due
to a Qualified Counterparty pursuant to a Qualified Exchange Agreement, including Exchange Termination
Payments unless otherwise provided in the Master Indenture (which payments, other than Exchange Termination
Payments, may be made net of Qualified Counterparty Payments).

“Authorized Denomination” means, with respect to a Series, the denominations of principal amount
authorized for such Series in the applicable Series Indenture.

“Authorized Officer” means the Chair of the Board, the Vice Chair of the Board, the Secretary of the
Board, the Executive Director of the Authority, the Chief Financial Officer of the Authority, or other person
designated in writing by any of the above-listed officers to the Trustee, which writing may limit the functions which
such other person may undertake as an Authorized Officer hereunder.

“BMA Index” means the Bond Market Association Municipal Swap Index as released to subscribers
thereof.

“Board” means the Board of Directors of the Authority.
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“Bond Counsel” means nationally recognized bond counsel in the field of law relating to municipal, state
and public agency financing, satisfactory to the Trustee, and listed in the list of municipal bond attorneys, as
published semiannually by The Bond Buyer, or any successor publication.

“Bond” or “Bonds” means Senior Lien Bonds, Subordinate Lien Bonds and, Junior Subordinate Lien
Bonds issued by the Authority under and at any time Outstanding pursuant to the Master Indenture.

“Business Day” means a day of the year on which banks located in the city (i) in which the office of the
Trustee located at the address specified in the Master Indenture is located or (ii) in which the office of a Liquidity
Facility Provider is located, are not required or authorized to remain closed, and on which The New York Stock
Exchange is not closed.

“Closed Lien Obligations” means, at any time, the remaining outstanding (i) Senior Subordinate Lien Tax
Revenue Highway Bonds, Series 1998A, initially issued in the aggregate principal amount of $105,000,000;
(i1) Subordinate Lien Tax Revenue Highway Bonds, Series 1998B, initially issued in the aggregate principal amount
of $100,000,000; (iii) Senior Subordinate Lien Tax Revenue Highway Bonds, Series 1999, initially issued in the
aggregate principal amount of $100,000,000; (iv) Senior Subordinate Lien Tax Revenue Highway Bonds, Series
20004, initially issued in the aggregate principal amount of $201,200,000; (v) Senior Subordinate Lien Tax
Revenue Highway Bonds, Series 2001A, initially issued in the aggregate principal amount of $198,800,000;
(vi) Senior Subordinate Lien Tax Revenue Highway Bonds, Series 2002A, Bonds initially issued in the aggregate
principal amount of $95,000,000; (vii) Subordinate Lien Tax Revenue Highway Bonds, Series 2002B, initially
issued in the aggregate principal amount of $79,920,000; (viii) Highway Infrastructure Fund Revenue Bonds
(additionally secured by a Senior Subordinate Lien on certain State Road Fund Revenues), Series 2002C, initially
issued in the aggregate principal amount of $67,750,000; and (ix) Senior Subordinate Lien Tax Revenue Highway
Bonds, Series 2002D, initially issued in the aggregate principal amount of $16,000,000, all payable from and
secured by a pledge of certain State Revenues and previously issued by the Commission.

“Code” means the Internal Revenue Code of 1986, as amended, with respect to a Series, to the date of
initial issuance of such Series, and the regulations thereunder.

“Commission” means the New Mexico State Transportation Commission created and existing under Article
V, Section 14 of the State Constitution, as amended.

“Confirmation” means a letter from each Rating Agency then rating a Series confirming that the action
proposed to be taken by the Authority or the Commission will not, in and of itself, result in a lowering, suspension
or withdrawal of the ratings then applicable to any Bonds.

“Costs of Issuance” means all items of expense, directly or indirectly payable or reimbursable by or to the
Authority or the Commission and related to the authorization, sale and issuance of Obligations, including but not
limited to underwriters’ compensation on such Bonds, initial fees and expenses due to any Qualified Counterparty,
Credit Facility Provider or Liquidity Facility Provider, printing costs, costs of preparation and reproduction of
documents, filing fees, initial fees and charges of the Fiduciaries and other private parties performing services for
the Authority or the Commission or under the Master Indenture in connection with the issuance or payment of
Obligations, any initial credit enhancement fees, legal fees and charges, fees and disbursements of underwriters,
financial advisors, consultants and professionals, costs of credit ratings, fees and charges for preparation and
execution of Obligations, financing charges, accrued interest with respect to the initial investment of proceeds of
Obligations, other costs incurred by the Authority or the Commission in anticipation of the issuance of Obligations,
and any other cost, charge or fee in connection with the issuance of the Obligations.

“Counsel” means a person, or firm of which such a person is a member, authorized in any state to practice
law.

“Counterparty Payments” means any payment to be made to, or for the benefit of, the Authority under a

Qualified Exchange Agreement (which payment, other than Exchange Termination Payments, may be made net of
Authority Exchange Payments).

C-2



“Credit Enhancement Facility” means 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 the Bonds of a
Series or any portion thereof, as shall be designated pursuant to a Series Indenture with respect to such Series.

“Credit Facility Provider” means a commercial bank or other Person providing a Credit Enhancement
Facility pursuant to any Series Indenture with respect to a Series.

“Debt Service” means, with respect to any particular Fiscal Year and any particular Series, an amount equal
to the sum of all interest payable on such Bonds and any Principal Installment in respect of such Bonds which shall
be due and payable at any time from the second day of such Fiscal Year to the first day of the ensuing Fiscal Year,
inclusive.

“Debt Service Fund” means the Fund so designated which is created pursuant to the Master Indenture.

“Debt Service Requirements” means, for any period, the sum of: (i) the amount required to pay the
interest, or to make reimbursements for payments of interest, becoming due on the applicable Obligations, Closed
Lien Obligations and Additional Highway Bonds during such period; plus (ii) the amount required to pay the
principal or accreted value, or to make reimbursements for the payment of principal or accreted value, becoming due
on the applicable Obligations, Closed Lien Obligations and Additional Highway Bonds during that period, whether
at maturity, an accretion term date, or upon mandatory sinking fund redemption dates; p/us (iii) any net periodic
payments required to be made by the Authority pursuant to a Qualified Exchange Agreement; minus (iv) any net
periodic payments to be received by the Authority pursuant to a Qualified Exchange Agreement subject to the
following limitations.

(a) Except as otherwise provided in subsection (b)(2) below, no payments required on Obligations
which may occur because of the exercise of an option by the Authority, or which may otherwise become due by
reason of any other circumstance or contingency, which constitute other than regularly scheduled payments of
principal, accreted value, interest, or other regularly scheduled payments on Obligations shall be included in any
computation of Debt Service Requirements for any computation period prior to the maturity or otherwise certain due
dates thereof.

(b) @) Debt Service Requirements required to be made pursuant to a Qualified Exchange
Agreement shall be based upon the actual amount required to be paid by the Authority, if any, to the Qualified
Counterparty. In determining that amount, any payments required to be made by either party pursuant to the
Qualified Exchange Agreement at a variable interest rate shall be computed, in determining the obligation of the
Authority under the Qualified Exchange Agreement, using the procedures set forth in paragraph (f) of this
definition.

2) Exchange Termination Payments payable by the Authority shall be considered as part of
Debt Service Requirements on the date of computation only if those Exchange Termination Payments have become
due and remain unpaid at the time of computation in accordance with the terms of the applicable Qualified
Exchange Agreement.

(©) Unless, at the time of computation of Debt Service Requirements, Repayment Obligations are
owed to, or Obligations are owned or held by, a Credit Facility Provider, a Liquidity Facility Provider or Reserve
Alternative Instrument Provider, pursuant to the provisions of the related instruments, the computation of interest for
the purposes of this definition shall be made without considering the interest rate payable pursuant to a Credit
Facility, Liquidity Facility or Reserve Alternative Instrument.

(d) For the purpose of the definition of Debt Service Requirements, the accreted value of capital
appreciation bonds shall be included in the calculation of interest and principal only for the applicable year during

which the accreted value becomes payable.

(e) In the computation of Debt Service Requirements relating to the issuance of additional Obligations
as set forth in the Master Indenture, there shall be deducted from that computation amounts and investments which
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are irrevocably committed to make designated payments on Obligations and Additional Highway Bonds included as
part of the computation during the applicable period, including, without limitation: (i) money on deposit in any debt
service account, (ii) amounts on deposit in an escrow account, (iii) amounts deposited to the credit of an account for
the payment of capitalized interest on Obligations and Additional Highway Bonds included as part of the
computation, and (iv) money on deposit in an Account of Debt Service Reserve which may be used for payment of
the final principal maturity of the Obligations secured by such Account in the Debt Service Reserve Fund.

® To determine Debt Service Requirements for Obligations and Additional Highway Bonds with a
variable interest rate, the Authority shall use the procedures set forth in the following paragraphs to determine the
amount of interest or other payments to be paid by the Authority on those Obligations and Additional Highway
Bonds and the amount of credit against Debt Service Requirements for payments to be received by the Authority
based upon variable interest rates to be made by a Qualified Counterparty or otherwise.

(1) Prospective computations of variable interest rates on Obligations and Additional
Highway Bonds, other than a Qualified Exchange Agreement, shall be made on the assumption that the
applicable Obligations and Additional Highway Bonds bear interest at a fixed annual rate equal to the
average of the BMA Index during the five (5) year period, next preceding a date which is no more than 60
days prior to the date of the issuance of the additional Obligations and Additional Highway Bonds, as
certified in writing by the Authority’s financial advisor, an investment banker designated by the Authority
from time to time, or a Qualified Counterparty.

2) Prospective computations of variable interest rates for a Qualified Exchange Agreement
shall be based upon:
(A) the average interest rate used to compute the net amounts paid over the most

recent 12-month period ending on the date of computation by the Authority to the Qualified
Counterparty or (expressed as a negative number) by the Qualified Counterparty to the Authority,
or

(B) if no such payment has been made under the pertinent Qualified Exchange
Agreement, the interest rate used to determine the estimated initial net payment obligation on such
Qualified Exchange Agreement on the computation date as certified by the Authority’s financial
advisor, an investment banker, designated by the Authority from time to time or a Qualified
Counterparty.

(2) The purchase or tender price of Obligations and Additional Highway Bonds resulting from the
optional or mandatory tender or presentment for purchase of those Obligations and Additional Highway Bonds shall
not be included in any computation of Debt Service Requirements.

“Debt Service Reserve Fund” means the Fund so designated which is created pursuant to the Master
Indenture.

“Debt Service Reserve Requirement” means, as of any particular date of calculation, the amount, if any,
established for a Series of Outstanding Senior Lien Bonds, Subordinate Lien Bonds or Junior Subordinate Lien
Bonds in the applicable Series Indentures. The Debt Service Reserve Requirement may be composed of cash,
Investment Securities or Reserve Alternative Instruments or any combination of the foregoing, as the Authority may
from time to time determine.

“Defaulted Interest” has the meaning set forth in Section 301 of the Master Indenture.

“Department” means the New Mexico Department of Transportation established as a department of State
government within the executive branch pursuant to Section 67-3-6, NMSA 1978, as amended and supplemented.
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“Depository” means any bank, trust company or national banking association selected by the Authority or
the Trustee as a depository of moneys or Investment Securities held under the provisions of the Master Indenture
and may include the Trustee or any Paying Agent.

“Event of Default” means any of the events of default described in Section 801 of the Master Indenture.

“Exchange Termination Payment” means the amount payable pursuant to a Qualified Exchange Agreement
by the Authority or a Qualified Counterparty for the early termination of the obligations, in whole or in part, of the
parties to that Qualified Exchange Agreement.

“Federal Revenues” means proceeds from federal aid revenues received by or on behalf of, or available to
the Department pursuant to Title 23 of the United States Code or other federal law, not otherwise obligated by
federal or state law that are paid into the State Road Fund or as may be authorized or permitted by federal or state
law to be pledged for payment of Obligations and are so pledged by the Authority or as security for Obligations
pursuant to a Supplemental Indenture.

“Fiduciary” or “Fiduciaries” means the Trustee and any successor, any Depository, any Paying Agent,
auction agent, remarketing agent, escrow agent, or similar agent or any of or all of them, as may be appropriate.

“Fiscal Year” means the period from July 1 in any calendar year to June 30 in the following calendar year,
both inclusive, or such other fiscal year of the Authority as may be established from time to time.

“Fund” or “Funds” means one or more of the special trust funds which are created pursuant to the Master
Indenture.

“Governmental Obligations” means direct obligations of, or obligations the payment of the principal of and
interest on which are unconditionally guaranteed by, the United States of America.

“Highway Infrastructure Fund” means the fund created in the state treasury and administered by the
Department pursuant to Section 67-3-59.2, NMSA 1978, as amended and supplemented.

“Indenture” means, collectively, the Master Indenture, Supplemental Indentures and Series Indentures
entered into in accordance with the terms of the Master Indenture.

“Interest Account” means the account so established within the Debt Service Fund by the Master Indenture.

“Interest Payment Date” means any date upon which interest on the Bonds of any Series shall be payable as
specified in the applicable Series Indenture.

“Investment Securities” means the following, to the extent permitted by State law:

(a) Governmental Obligations;

(b) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any of the
following federal agencies, provided that such obligations are backed by the full faith and credit of the United States
of America (stripped securities are only permitted if they have been stripped by the agency itself):

)] Farmers Home Administration (FMHA) Certificates of Ownership;

(i1) Federal Housing Administration (FHA) Debentures;

(1ii) General Services Administration Participation certificates;
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(iv) Government National Mortgage Association (GNMA or “Ginnie Mae”)
GNMA -guaranteed mortgage-backed bonds
GNMA -guaranteed pass-through obligations (participation certificates);
v) U.S. Maritime Administration Guaranteed Title XI financing;

(vi) U.S. Department of Housing and Urban Development (HUD) Project Notes Local
Authority Bonds;

(vii) Tennessee Valley Authority (TVA) Debentures,
(c) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any of the
following non-full faith and credit U.S. government agencies (stripped securities are only permitted if they have

been stripped by the agency itself):

(1) Federal Home Loan Bank System Senior debt obligations (Consolidated debt
obligations);

(i1) Federal Home Loan Mortgage Corporation (FHLMC or “Freddie Mac”) rated “AAA”
by Standard & Poor’s and “Aaa” by Moody’s

Participation Certificates (Mortgage-backed securities)
Senior debt obligations;

(iii) Federal National Mortgage Association (FNMA or “Fannie Mae”) rated “AAA “by
Standard & Poor’s and “Aaa” by Moody’s

Mortgage-backed securities and senior debt obligations (excluded are stripped mortgage
securities which are valued greater than par on the portion of unpaid principal);

@iv) Student Loan Market Association (SLMA or Sallie Mae) Senior debt obligations;

v) Resolution Funding Corp. (REFCORP) Only the interest component of REFCORP strips
which have been stripped by request of the Federal Reserve Bank of New York in book-entry form are

acceptable;
(vi) Farm Credit System Consolidated system-wide bonds and notes;
(d) Money market funds registered under the Federal Investment Company Act of 1940, whose shares

are registered under the Federal Securities Act of 1933, and having a rating by S&P of “AAAmM-G,” “AAAm” or
“Aam” or by Moody’s of “Aaa”, including funds from which the Trustee or its affiliates receive fees for investment
advisory or other services to such funds;

(e) Certificates of deposit (“CD”) secured at all times by collateral described in (a) and/or (b) above.
CD’s must have a one-year or less maturity. Such certificates must be issued by commercial banks, savings and
loan associations or mutual savings banks whose short-term obligations are rated “A-1+" or better by S&P, and
“Prime-1” or better by Moody’s. The collateral must be held by a third party and the third party must have a
perfected first security interest in the collateral;

63} Certificates of deposit, savings accounts, deposit accounts or money market deposits which are
fully insured by FDIC, including BID and SAIF;
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(2) Commercial paper rated “Prime-1” by Moody’s and “A-1+" or better by S&P and which matures
not more than 270 days after the date of purchase;

(h) Bonds or notes issued by any municipality which are rated by Moody’s and S&P in the highest
long-term rating category assigned by such agencies.

(1) Federal funds or bankers’ acceptances with a maximum term of one year of any bank which has an
unsecured, uninsured and unguaranteed obligation rating of “Prime-1" by Moody’s and “A-I+" by SAP;

() Repurchase agreements (excluding term purchase agreements) involving the purchase and sale of
securities described in parts (a) and (b) of this definition, the par value of which is collateralized by a perfected first
pledge of, or security interest in, or the payments of which are unconditionally guaranteed by, securities described in
parts (a), and (b), and (c) of this definition, which collateral is held by the Trustee, or for the benefit of the Trustee,
by a party other than the provider of the repurchase agreement, with a collateral value of at least 102% of the par
value of such repurchase agreement or 102% of the market value thereof, valued at intervals of no less than monthly
and which collateral is not subject to any other pledge or security interest;

(k) Investment contracts with providers, the long term, unsecured debt obligations of which are rated
in one of the top two Rating Categories by a Rating Agency, the par value of which is collateralized by a perfected
first pledge of, or security interest in, or the payments of which are unconditionally guaranteed by, securities
described in parts (a), and (b) of this definition, which collateral is held by the Trustee, or for the benefit of the
Trustee, by a party other than the provider of the guaranteed investment contract, with a collateralized value of at
least 102% of the par value of such guaranteed investment contract or 102% of the market value thereof, valued at
intervals of no less than monthly and which collateral is not subject to any other pledge or security interest;

)] Forward supply or forward delivery agreements with providers the long term unsecured debt
obligations of which are rated in one of the top two Rating Categories by a Rating Agency, for delivery at specified
future dates and at specified prices of the securities described in parts (a), (b), (c) or (g) of this definition; and

(m) The State Treasurer’s short-term investment fund created pursuant to Section 6-10-10.1,
NMSA 1978, maintained and invested by the State Treasurer;

provided, that it is expressly understood that the definition of Investment Securities shall be, and is deemed to be,
expanded, or new definitions and related provisions shall be added to the Indenture, thus permitting investments
with different characteristics from those permitted which the Authority deems from time to time to be in the interest
of the Authority to include as Investment Securities if, at the time of inclusion, the Trustee shall have received a
Confirmation from the Rating Agencies that such inclusion will not, in and of itself, impair, or cause any of the
Bonds to fail to retain, the then existing rating assigned to them by the Rating Agencies.

“ISDA Master Agreement” means the 1992 ISDA Master Agreement (Multicurrency—Cross Border), and
any successor thereto and as in effect with respect to any Qualified Exchange Agreement.

“Junior Subordinate Lien Bonds” means Bonds issued by the Authority with a lien on the Trust Estate
subordinate to the lien thereon of Senior Lien Bonds and Subordinate Lien Bonds (but not an exclusive junior
subordinate lien) and so designated in the applicable Series Indenture authorizing such Junior Subordinate Lien
Bonds.

“Junior Subordinate Lien Obligations” means Junior Subordinate Lien Bonds and any Qualified Exchange
Agreement the priority of payment from the Trust Estate of which is equal with that of Junior Subordinate Lien
Bonds.

“Liquidity Facility” means a standby bond purchase agreement, letter of credit or other agreement
providing liquidity with respect to any Series or portion thereof for the Authority’s obligation to repurchase Bonds
subject to remarketing which have not been remarketed, as shall be designated pursuant to a Series Indenture with
respect to such Series.
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“Liquidity Facility Provider” means a commercial bank or other Person providing a Liquidity Facility
pursuant to any Series Indenture with respect to a Series.

“Mandatory Sinking Fund Installment” means the principal amount of Bonds of all Series which pursuant
to the applicable Series Indentures the Authority is unconditionally required (except as provided in the Master
Indenture) to redeem on any particular date (such that failure to redeem such principal amount is, regardless of the
availability of moneys therefor, an Event of Default).

“Master Indenture” means the Master Indenture of Trust as supplemented or amended by each
Supplemental Indenture entered into in accordance with the terms thereof.

“Moody’s” means Moody’s Investors, or any successor thereto; provided, that if such Rating Agency shall
no longer have outstanding any rating assigned to any of the Bonds, any provision in the Master Indenture referring
to Moody’s shall be of no further force and effect.

“Obligations” means, collectively, the Senior Lien Bonds, the Subordinate Lien Obligations, and the Junior
Subordinate Lien Obligations.

“Outstanding,” when used with respect to a Qualified Exchange Agreement, means a Qualified Exchange
Agreement which has not expired, been terminated or been deemed paid in accordance with the provisions of the
Master Indenture, and when used with reference to any Bonds, means, as of any date, all Bonds theretofore or then
being authenticated and delivered under the Master Indenture except:

(a) any Bonds cancelled by, or delivered for cancellation to, the Trustee because of payment at
maturity or redemption or purchase prior to maturity;

(b) Bonds (or portions thereof) deemed paid in accordance with the provisions of the Master
Indenture; and

() Bonds in lieu of or in substitution for which other Bonds shall have been authenticated and
delivered pursuant to the Master Indenture.

“Owner” means (i) with respect to a Bond, the registered owner of such Bond, and (ii) with respect to a
Qualified Exchange Agreement, any Qualified Counterparty, unless the context otherwise requires.

“Participant” means a broker-dealer, bank or other financial institution from time to time for which the
Securities Depository effects book-entry transfers and pledges of securities deposited with the Securities Depository.

“Paying Agent” means any bank with trust powers or trust company so designated pursuant to the Master
Indenture, and its successor or successors hereafter appointed, as paying agent for any Series.

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

“Pledged Revenues” means, collectively, Federal Revenues and State Revenues.

“Principal Account” means the account so established within the Debt Service Fund by the Master
Indenture.

“Principal Installment” means, as of the date of calculation and with respect to any Series Outstanding,
(1) the principal amount of Bonds of such Series due on a certain future date (whether at a stated maturity date or a
date fixed for redemption prior to a stated maturity date) for which no Mandatory Sinking Fund Installments have
been established, or (ii) the unsatisfied balance (determined as provided in Section 505) of any Mandatory Sinking
Fund Installments in a principal amount equal to said unsatisfied balance of such Mandatory Sinking Fund
Installments, or (iii) if such future dates coincide as to different Bonds of such Series, the sum of such principal
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amount of Bonds and of such unsatisfied balance of Mandatory Sinking Fund Installments due on such future date,
plus such applicable redemption premiums, if any.

“Principal Installment Date” means any date upon which any Principal Installment on Bonds of any Series
shall be due and payable pursuant to the applicable Series Indenture.

“Qualified Counterparty” means any party whose senior long term debt obligations, or whose obligations
under a Qualified Exchange Agreement are guaranteed by a party whose senior long term debt obligations, are rated
(at the time of execution of the Qualified Exchange Agreement) in one of the top two Rating Categories by a Rating
Agency, and which is obligated to make Counterparty Payments under a Qualified Exchange Agreement.

“Qualified Exchange Agreement” means an ISDA Master Agreement (and schedule and credit support
annex, if any, thereto) between the Authority and a Qualified Counterparty under which the Authority is obligated to
pay (whether on a net payment basis or otherwise) on one or more scheduled and specified Qualified Exchange
Agreement Payment Dates, Authority Exchange Payments in exchange for the Qualified Counterparty’s obligations
to pay (whether on a net payment basis or otherwise), or to cause to be paid, to the Authority, Counterparty
Payments on one or more scheduled and specified Qualified Exchange Agreement Payment Dates in the amounts set
forth in the Qualified Exchange Agreement, and

(1) for which the Authority’s obligations to make Authority Exchange Payments may be
secured by a pledge of and lien on the Trust Estate on an equal and ratable basis with the Outstanding
Subordinate Lien Bonds, or the Junior Subordinate Lien Bonds and for which the Authority’s obligations to
make Exchange Termination Payments may be secured by a pledge of and lien on the Trust Estate on an
equal and ratable basis with the Junior Subordinate Lien Bonds; and

(i1) under which the Counterparty Payments are to be made directly to the Trustee for deposit
into the Revenue Fund.

“Qualified Exchange Agreement Payment Date” means, with respect to a Qualified Exchange Agreement,
any date specified in the Qualified Exchange Agreement on which both or either of the Authority Exchange
Payment and/or a Counterparty Payment is due and payable under the Qualified Exchange Agreement.

“Qualified Exchange Agreement Value” means the market quotation of a Qualified Exchange Agreement,
if any, that would be payable to a Qualified Counterparty, provided that such market quotation is defined and
calculated in substantially the same manner as amounts are defined and calculated pursuant to the applicable
provisions of an ISDA Master Agreement.

“Rating Agency” or “Rating Agencies” means Moody’s or S&P or any other generally recognized rating
agency to the extent any such agency (i) provides a rating for a Qualified Counterparty or a Qualified Exchange
Agreement; or (ii) has been requested in writing by the Authority to issue a rating on any of the Bonds and such
agency has issued and continues to apply a rating on such Bonds at the time in question.

“Rating Category” means a generic securities rating category assigned by a Rating Agency, without regard,
in the case of a long-term rating category, to any refinement or gradation of such long-term rating category by a
numerical modifier or otherwise.

“Rebate Fund” means the Rebate Fund authorized pursuant to the Master Indenture.

“Redemption Date” means, when used with respect to any Bonds to be redeemed, the date fixed for such
redemption by or pursuant to the Master Indenture and the applicable Series Indenture.

“Redemption Price” means the total of principal, premium (if any) and interest due on any Bond redeemed
pursuant to any applicable redemption provision of the Master Indenture and the applicable Series Indenture.
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“Refunding Bonds” means all Bonds, whether issued in one or more Series, authenticated and delivered
pursuant to Section 207 of the Master Indenture.

“Regular Record Date” means (i) the 15" day (whether or not a Business Day) preceding any Interest
Payment Date on the Bonds, or (ii) the second day immediately preceding an Interest Payment Date in the case of
any Series 2004C Bonds bearing interest at an Auction Rate.

“Repayment Obligations” means the obligations of the Authority to repay a Credit Facility Provider, a
Liquidity Facility Provider or the provider of a Reserve Alternative Instrument for amounts advanced by any such
provider with respect to the principal of or interest on or the purchase price of Obligations issued hereunder.

“Reserve Alternative Instrument” means an insurance policy or surety bond or irrevocable letter of credit or
guaranty rated in one of the top two Rating Categories by a Rating Agency deposited in the Debt Service Reserve
Fund in lieu of or in partial substitution for the deposit of cash and Investment Securities in satisfaction of the Debt
Service Reserve Requirement. The Reserve Alternative Instrument shall be payable (upon the giving of notice as
required thereunder) to remedy any deficiency in the appropriate subaccounts in the Interest Account and the
Principal Account in order to provide for the timely payment of interest and principal (whether at maturity or to pay
a Mandatory Sinking Fund Installment therefor).

“Revenue Fund” means the fund so designated which is created by the Master Indenture.

“S&P” means Standard & Poor’s Ratings Group, or any successor thereto; provided, that if such Rating
Agency shall no longer have outstanding any rating assigned to any of the Bonds, any provision in the Master
Indenture referring to S & P shall be of no further force and effect.

“Securities Depository” means The Depository Trust Company, New York, New York, and its successors
and assigns, or any additional or other securities depository designated in a Series Indenture, or (i) if the then
Securities Depository resigns from its functions as depository of the Bonds, or (ii) if the Authority discontinues use
of the Securities Depository pursuant to Section 308 of the Master Indenture, then any other securities depository
which agrees to follow the procedures required to be followed by a securities depository in connection with the
Bonds and which is selected by the Authority with the consent of the Trustee.

“Senior Lien Bonds” means Bonds issued by the Authority with a first lien (but not an exclusive first lien)
on the Trust Estate, subject to the lien thereon of the Closed Lien Obligations and so designated in the applicable
Series Indenture authorizing such Senior Lien Bonds.

“Series” means all Bonds of a designated series or subseries authenticated and delivered on original
issuance authorized by a given Series Indenture, and any Bonds thereafter authenticated and delivered in lieu of or in
substitution for (but not to refund) such Bonds as provided in the Master Indenture, regardless of variations in
maturity, interest rate, Mandatory Sinking Fund Installments, or other provisions.

“Series Indenture” means any indenture of the Authority authorizing the issuance of a Series in accordance
with the terms and provisions thereof, executed and delivered in accordance with the Master Indenture.

“Special Record Date” for the payment of any Defaulted Interest on Bonds means a date fixed by the
Trustee pursuant to the Master Indenture.

“State” means the State of New Mexico.

“State Revenues” means (i) proceeds of the collection of gasoline taxes, special fuels taxes, vehicle
transaction taxes or fees, drivers license fees, oversize/overweight permit fees, certain public regulation commission
fees, trip taxes, weight/distance taxes, motor vehicle registration fees, and motor vehicle excise taxes (to the extent
authorized to be paid into the State Road Fund in the future) in each case that are required by law to be paid into the
State Road Fund, and interest on amounts in the State Road Fund; (ii) proceeds of the collection of leased vehicle
gross receipts taxes and tire recycling fees in each case that are required by law to be paid into the Highway



Infrastructure Fund, and interest on amounts in the Highway Infrastructure Fund; and (iii) such additional moneys as
may in the future be authorized by law to be pledged as security, and are so pledged by the Authority pursuant to a
Supplemental Indenture, as security for Obligations.

“State Road Fund” means the fund created pursuant to Section 67-3-65 NMSA 1978, as amended and
supplemented.

“State Transportation Program” means the program of the Authority, the Commission and the State
Transportation Department to finance, construct and improve State Transportation Projects as provided by the Act.

“State Transportation Program Financing Expenses” means (i) the fees and expenses of Fiduciaries, (ii) the
fees and expenses of any auction agent, market agent and any broker-dealer then acting under a Series Indenture
with respect to auction rate Bonds, (iii) the fees and expenses of any calculation agent then acting under a Series
Indenture with respect to index-based Bonds, (iv) the costs of any remarketing of any Bonds, including the fees and
expenses of any remarketing agent then acting under a Series Indenture with respect to variable rate Bonds, (v) the
fees and expenses (but not Repayment Obligations) due to any Credit Facility Provider or any Liquidity Facility
Provider with respect to any Bonds for which any Credit Enhancement Facility or a Liquidity Facility is in place,
(vi) the fee of the Authority (other than Costs of Issuance) charged to the Commission and/or the Department in
carrying out and administering its powers, duties and functions under the Act, the State Transportation Program, the
Authority’s agreements with the Commission relating to the Bonds, the Closed Lien Obligations and the Master
Indenture and the resolution of the Commission acknowledging and agreeing that the fee of the Authority shall be
payable from the State Road Fund, (vii) fees and expenses associated with the delivery of a substitute Credit
Enhancement Facility or Liquidity Facility under a Series Indenture, (viii) fees and expenses associated with the
monitoring of the Bonds and the State Transportation Program by the Rating Agencies, and (ix) fees and expenses
associated with (but not payments under) Qualified Exchange Agreements.

“State Transportation Projects” means the transportation projects authorized by Laws of New Mexico 2003
(First Special Session), Chapter 3, Sections 27 and 28, the cost of which projects are eligible for reimbursement
from Federal Revenues pursuant to Title 23 of the United States Code and regulations promulgated thereunder, or
such other federal statutes and regulations pursuant to which Federal Revenues are received by the Department and
paid into the State Road Fund.

“Subordinate Lien Bonds” means Bonds issued by the Authority with a lien on the Trust Estate subordinate
to the lien thereon of Senior Lien Bonds (but not an exclusive subordinate lien) and so designated in the applicable
Series Indenture authorizing such Subordinate Lien Bonds.

“Subordinate Lien Obligations” means Subordinate Lien Bonds and any Qualified Exchange Agreement
the priority of payment from the Trust Estate of which is equal with that of Subordinate Lien Bonds.

“Supplemental Indenture” means any indenture of the Authority, other than a Series Indenture,
supplemental to or amendatory of the Master Indenture executed and delivered in accordance with Article VII of the
Master Indenture.

“Tax Certificate” means, with respect to a Series the interest on which is intended to be excluded from the
gross income of the owners thereof for federal income tax purposes, the certificate concerning certain federal tax
matters furnished by the Authority and/or the Commission in connection with the initial issuance and delivery of
such Series.

“Trust Estate” means (i) all rights, title, interest and privileges of the Authority to (a)the Pledged
Revenues: (b) any Credit Enhancement Facility and any Liquidity Facility; (ii) the proceeds of the sale of Bonds,
and all other moneys in all Funds and Accounts established under the Master Indenture (other than amounts in the
Rebate Fund owing to the United States), including the investments, if any, thereof, and earnings, if any, thereon
(other than as stated in the Master Indenture) until applied in accordance with the terms of the Master Indenture;
(iii) all rights, title, interest and privileges of the Authority in and to any Qualified Exchange Agreement and any
Counterparty Payments (provided; however, that this clause (iii) shall not be for the benefit of a Qualified
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Counterparty with respect to its Qualified Exchange Agreement); and (iv) the money, Investment Securities and
funds and all other right of every name and nature from time to time hereafter by delivery or by writing of any kind
pledged, assigned transferred as and for additional security hereunder.

“Trustee” means Bank of Albuquerque, N.A. and the successor or successors of such bank or trust
company and any other corporation which may at any time be substituted in its place pursuant to the Master
Indenture.

“Value” means, as of any date of computation, the value of the Trust Estate or Investment Securities
calculated by or on behalf of the Authority as to (a) below and otherwise by the Trustee, as follows:

)] with respect to any funds of the Authority held under the Master Indenture and on deposit in any
commercial bank or as to any certificates of deposit or banker’s acceptances, the amount thereof plus accrued but
unpaid interest;

(i1) as to investments the bid and asked prices of which are published on a regular basis in The Wall
Street Journal (or, if not there, in The New York Times), the average of the bid and asked prices for such investments
so published on such date of calculation or most recently prior to such date of calculation;

(ii1) as to investments (other than investment contracts and repurchase agreements) the bid and asked
prices of which are not published on a regular basis in The Wall Street Journal or The New York Times, (i) the lower
of the bid prices at such date of calculation for such investments by any two nationally recognized government
securities dealers (selected by the Trustee in its absolute discretion) at the time making a market in such investments,
or (ii) the bid price published by a nationally recognized pricing service;

(iv) as to an investment contract, an amount equal to the principal amount plus any accrued interest
required to be remitted to the Trustee (without regard to notice requirements of seven days or less) pursuant to the
terms of such investment contract;

v) as to a repurchase agreement, an amount equal to the unpaid repurchase price thereof plus any
accrued interest thereon as of such date; and

(vi) with respect to any investment not specified above, the value thereof established by prior written
agreement by the Authority, the Trustee and the Rating Agencies.

Additional Obligations Payable from Trust Estate

Limitations Upon Issuance of Senior Lien Bonds. No provision of the Master Indenture shall be construed
to prevent the issuance by the Authority of Senior Lien Bonds, or to prevent the issuance of bonds or other
obligations refunding all or a part of any Senior Lien Bonds. However, before any Senior Lien Bonds are issued
(excluding Refunding Bonds or refunding obligations issued pursuant to the Master Indenture):

(1 The Authority shall then be current in all accumulations required to be made pursuant to
the Master Indenture with respect to Outstanding Obligations; and

2) The State Revenues received by the Authority and the Commission in any twelve
consecutive calendar months out of the eighteen calendar months immediately preceding the date of
issuance of such Senior Lien Bonds shall have been sufficient to pay an amount representing three hundred
percent (300%) of the maximum combined Debt Service Requirements coming due in any subsequent
Fiscal Year on: (x) then outstanding Closed Lien Obligations, (y) then Outstanding Senior Lien Bonds, and
(z) the Senior Lien Bonds proposed to be issued; and

3) The Pledged Revenues received by the Authority and the Commission in any twelve

consecutive calendar months out of the eighteen calendar months immediately preceding the date of
issuance of such Senior Lien Bonds shall have been sufficient to pay an amount representing three hundred
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and fifty percent (350%) of the maximum combined Debt Service Requirements coming due in any
subsequent Fiscal Year on: (x) then outstanding Closed Lien Obligations, (y) then outstanding Senior Lien
Bonds, and (z) the Senior Lien Bonds proposed to be issued;

Limitations Upon Issuance of Subordinate Lien Bonds. No provision of the Master Indenture shall be
construed to prevent the issuance by the Authority of Subordinate Lien Bonds or to prevent the issuance by the
Commission of Additional Highway Bonds, or to prevent the issuance of bonds or other obligations refunding all or
a part of any Subordinate Lien Bonds or any Additional Highway Bonds. However, before any Subordinate Lien
Bonds, or Additional Highway Bonds are issued (excluding Refunding Bonds or refunding obligations issued
pursuant to the Master Indenture):

(1 The Authority and the Commission shall then be current in all accumulations required to
be made pursuant to the Master Indenture (or similar sections of the Commission resolutions or instruments
governing the issuance of Additional Highway Bonds) with respect to Outstanding Obligations and
Outstanding Additional Highway Bonds; and

2) The Pledged Revenues received by the Authority and the Commission in any twelve
consecutive calendar months out of the eighteen calendar months immediately preceding the date of
issuance of such Subordinate Lien Bonds, or Additional Highway Bonds shall have been sufficient to pay
an amount representing three hundred percent (300%) of the maximum combined Debt Service
Requirements coming due in any subsequent Fiscal Year on: (u) then Outstanding Closed Lien
Obligations, (w) then Outstanding Senior Lien Bonds, (x) then outstanding Subordinate Lien Obligations,
(y) then outstanding Additional Highway Bonds, and (z) the Subordinate Lien Bonds proposed to be issued.

Limitations Upon Issuance of Junior Subordinate Lien Bonds. No provision of the Master Indenture shall
be construed to prevent the issuance by the Authority of Junior Subordinate Lien Bonds or to prevent the issuance of
bonds or other obligations refunding all or a part of Junior Subordinate Lien Bonds. However, before any Junior
Subordinate Lien Bonds are issued (excluding Refunding Bonds issued pursuant to the Master Indenture):

(1) The Authority and the Commission shall then be current in all accumulations required to
be made pursuant to the Master Indenture (or similar sections of the Commission resolutions or instrument
governing the issuance of Additional Highway Bonds) with respect to Outstanding Obligations and
Outstanding Additional Highway Bonds; and

2) The Pledged Revenues received by the Authority and the Commission in any twelve
consecutive calendar months out of the eighteen calendar months immediately preceding the date of
issuance of such Junior Subordinate Lien Bonds shall have been sufficient to pay an amount representing
two hundred percent (200%) of the maximum combined Debt Service Requirements coming due in any
subsequent Fiscal Year on: (u) then Outstanding Closed Lien Obligations, (v) then Outstanding Senior
Lien Bonds, (w) then Outstanding Subordinate Lien Bonds, (x) then Outstanding Additional Highway
Bonds, (y) then Outstanding Junior Subordinate Lien Obligations, and (z) the Junior Subordinate Lien
Bonds proposed to be issued.

Certification of State Revenues and Pledged Revenues. A written certificate or opinion by the Secretary of
the Department, the chief financial officer of the Authority, or an Accountant’s Certificate that such State Revenues
and Pledged Revenues, as applicable, are sufficient to cover the amounts required by the Master Indenture shall be
required and shall be conclusively presumed to be accurate in determining the right of the Authority to authorize,
issue, sell and deliver additional Senior Lien Bonds, Subordinate Lien Bonds or Junior Subordinate Lien Bonds or
the right of the Commission to authorize, issue, sell and deliver Additional Highway Bonds.

No provision of the Master Indenture shall be construed to prevent the issuance by the Authority or the
Commission of additional bonds or other obligations payable from the Pledged Revenues constituting a lien on the
Trust Estate (or any portion thereof) subordinate and junior to the lien on the Trust Estate of Bonds described above.
Such additional subordinate and junior bonds or other obligations may be issued pursuant to a Series Indenture
and/or Supplemental Indenture prepared for that specific purpose or pursuant to an indenture or resolution separate
and distinct form this Master Indenture.



The Authority or the Commission shall not issue Bonds or incur Obligations payable from the Pledged
Revenues having a lien on the Trust Estate prior and superior to the lien on the Trust Estate of the Senior Lien
Bonds.

In Commission Resolution No.2004-5(APR), adopted by the Commission on April 15, 2004, the
Commission affirmatively resolved that Additional Highway Bonds and any other future obligations payable from
the Pledged Revenues that may be issued by the Commission shall be issued in compliance with the restrictions
applicable to the issuance of additional Senior Lien Bonds, Subordinate Lien Bonds and Junior Subordinate Lien
Bonds set forth in this section.

Funds and Accounts
Establishment of Funds and Accounts

The Master Indenture creates and establishes the following Funds and Accounts to be held and maintained
by the Trustee for the benefit of the Owners:

(1) Acquisition Fund
) Revenue Fund
3) Debt Service Fund

Senior Lien Interest Account

Senior Lien Principal Account
Subordinate Lien Interest Account
Subordinate Lien Principal Account
Junior Subordinate Lien Interest Account
Junior Subordinate Lien Principal Account

4 Debt Service Reserve Fund

The Master Indenture creates and establishes the Rebate Fund to be held and maintained by the Trustee in
which neither the Authority (except as provided in the Master Indenture) nor the Owners have any right, title or
interest.

The Trustee is authorized by the Master Indenture for the purpose of facilitating the administration of the
Trust Estate and for the administration of any Series issued under the Master Indenture to create accounts or
subaccounts in any of the various Funds and Accounts established under the Master Indenture or any additional
Funds or Accounts which are deemed necessary or desirable; provided, however, that the obligation of the Authority
to provide the Funds and Accounts described above is not altered or amended.

Acquisition Fund

(a) The Trustee shall from time to time pay out, or permit the withdrawal of, moneys credited to the
Acquisition Fund, free and clear of any lien, pledge or assignment in trust created hereby, for the purpose of paying
in the manner authorized in the Master Indenture any Costs of Issuance, for which provision is not otherwise made,
upon receipt by said Trustee of a written requisition substantially in the form set forth in the Master Indenture signed
by an Authorized Officer stating that the amount to be paid from such Fund pursuant to such requisition is a proper
charge thereon, and stating with respect to each payment to be made: (1) the item for which payment is to be made,
(2) the name of the Person to whom the payment is to be made, and (3) the amount to be paid.

Upon receipt of each such requisition properly drawn, the Trustee shall deliver a check or draft, drawn
upon the Acquisition Fund for the payment of each item.
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(b) From the proceeds of each Series, there shall be deposited into the Acquisition Fund the amounts,
if any, required by Section 401 of the Master Indenture, as specified in the related Series Indenture. In addition,
there shall be credited to the Acquisition Fund any amounts transferred thereto from the Revenue Fund.

Except as otherwise specifically directed in the Master Indenture or in any Series Indenture, amounts in the
Acquisition Fund shall be expended and applied, upon Authority Order on behalf of the Department, only for State
Transportation Projects and Costs of Issuance. Authority Orders may include requisitions of moneys in amounts
certified by the Department as necessary to meet anticipated expenditures for State Transportation Projects. In the
event an Authority Order is not or cannot be made available in a timely fashion to meet payment deadlines for
expenditures for State Transportation Projects, the Trustee is authorized to accept substantially similar orders from
the Commission or the Department for disbursements from the Acquisition Fund.

The Authority may, at any time upon Authority Order, direct the Trustee to transfer any moneys in the
Acquisition Fund to the Revenue Fund or to any other Fund or Account hereunder.

Revenue Fund

(a) All moneys received by or on behalf of the Authority from Pledged Revenues in accordance with
Section 67-3-59.3, NMSA 1978, and in accordance with procedures established from time to time by the Authority
with the Commission and the Department for payment of Obligations, Repayment Obligations, and State
Transportation Program Expenses, any moneys received as Counterparty Payments and any monies transferred from
any other Fund or Account under the Master Indenture for deposit to the Revenue Fund, shall be deposited promptly
to the credit of the Revenue Fund. There may also be paid into the Revenue Fund, at the option of the Authority,
any moneys received by the Authority from any other source.

(b) As of the first Business Day of each calendar month, except as specifically provided below and
unless specifically provided to the contrary in a Series Indenture, the Trustee shall withdraw from the Revenue Fund
and, to the extent that there are amounts in the Revenue Fund available therefor, deposit to the credit of the
following Funds and Accounts the following amounts in the following order of priority, the requirements of each
such deposit (including the making up of any deficiencies resulting from lack of amounts in the Revenue Fund
sufficient to make any earlier required deposit) at the time of deposit to be satisfied, and the results of such
satisfaction being taken into account, before any deposit is made subsequent in priority (any money not so deposited
to remain in the Revenue Fund until subsequently applied pursuant to the Master Indenture):

(A) First, on each December 1, or the first Business Day thereafter, to the Rebate
Fund, an amount to be calculated by the Authority which, when added to the amount already
within the Rebate Fund, will equal the amount determined by the Authority to be required to be on
deposit therein.

(B) Second, to the Senior Lien Interest Account, an amount such that, if the same
amounts are so paid and credited to the Senior Lien Interest Account on the same day of each
succeeding calendar month thereafter prior to the next Interest Payment Date, the aggregate of the
amounts so paid and credited to the Senior Lien Interest Account, when added to any amount on
deposit in the Interest Account for such purpose on the day of the calculation, would on such
Interest Payment Date be equal to the interest on all Outstanding Senior Lien Bonds and any
related Repayment Obligations for a Credit Enhancement Facility or a Liquidity Facility secured
on a parity with the Senior Lien Bonds accrued and unpaid as of such date, provided, however,
that in order to ensure that the Senior Lien Interest Account is neither overfunded nor underfunded
for all Senior Lien Bonds (giving due regard to the different payment intervals for the various
Senior Lien Bonds), the Trustee shall, not later than the tenth day of each calendar month, ensure
that the amount so transferred to the Senior Lien Interest Account reflects the amount of interest
actually accrued in the prior calendar month for each Series of Senior Lien Bonds and the amount
actually accrued in the prior calendar month for each such related Repayment Obligation for a
Credit Enhancement Facility or a Liquidity Facility. In the event that different Interest Payment
Dates are established in respect of different Series of Senior Lien Bonds, deposits in the Senior
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Lien Interest Account shall be made in accordance with the foregoing calculation applied
separately to each such different Series.

© Third, to the Senior Lien Principal Account, whenever a Principal Installment of
Senior Lien Bonds (and related Repayment Obligations for a Credit Enhancement Facility or a
Liquidity Facility) is to fall due within one year of the date of transfer, an amount such that, if the
same amounts are so paid and credited to the Senior Lien Principal Account from the same source
on the same day of each succeeding calendar month thereafter prior to the next day upon which a
Principal Installment on Senior Lien Bonds (and related Repayment Obligations for a Credit
Enhancement Facility or a Liquidity Facility) is due, the aggregate of the amounts so paid and
credited to the Principal Account, when added to any amount on deposit in the Principal Account
for such purpose on the day of the calculation, would on such Principal Installment Date be equal
to the amount of all accrued and unpaid Principal Installments on Senior Lien Bonds (and related
Repayment Obligations for a Credit Enhancement Facility or a Liquidity Facility) as of such date.
In the event that different dates (within one year of the date of transfer) on which such Principal
Installments fall due are established in respect of different Series of Senior Lien Bonds (and
related Repayment Obligations for a Credit Enhancement Facility or a Liquidity Facility), deposits
in the Senior Lien Principal Account shall be made in accordance with the foregoing calculation
applied separately to each such different Series. There shall also be deposited to the Senior Lien
Principal Account, or, if an escrow account has been specifically created for the redemption of a
Series of Senior Lien Bonds, to that escrow account, whenever such Senior Lien Bonds have been
duly called for redemption and such redemption is to occur within thirty days, an amount equal to
the principal amount of Senior Lien Bonds to be redeemed on such Redemption Date.

(D) Fourth, (i) to the Accounts of the Debt Service Reserve Fund established in any
Series Indenture for a related Series of Senior Lien Bonds, so much as may be required so that the
amounts in each Account therein shall equal the Debt Service Reserve Requirement for the related
Senior Lien Bonds then Outstanding and for which an Account in the Debt Service Reserve Fund
has been established, and (ii) on a parity with the transfer under (i) of this Subsection (D), to the
payment of related Repayment Obligations for Reserve Alternative Instruments for Senior Lien
Bonds.

(E) Fifth, to the Subordinate Lien Interest Account, an amount such that, if the same
amounts are so paid and credited to the Subordinate Lien Interest Account on the same day of each
succeeding calendar month thereafter prior to the next Interest Payment Date or Qualified
Exchange Agreement Payment Date, the aggregate of the amounts so paid and credited to the
Subordinate Lien Interest Account, when added to any amount on deposit in the Subordinate Lien
Interest Account for such purpose on the day of the calculation, would on such Interest Payment
Date or Qualified Exchange Agreement Payment Date be equal to the interest on all Outstanding
Subordinate Lien Bonds, any related Repayment Obligations for a Credit Enhancement Facility or
a Liquidity Facility, and any Authority Exchange Payment (other than any Exchange Termination
Payment) secured on a parity with the Subordinate Lien Bonds accrued and unpaid as of such date;
provided, however, that in order to ensure that the Subordinate Lien Interest Account is neither
overfunded or underfunded for all Subordinate Lien Obligations Outstanding (giving due regard to
the different payment intervals for the various Subordinate Lien Obligations), the Trustee shall,
not later than the tenth day of each calendar month, ensure that the amount so transferred to the
Subordinate Lien Interest Account reflects the amount of interest actually accrued in the prior
calendar month for each Series of Subordinate Lien Bonds and the amount actually accrued in the
prior calendar month for each such related Repayment Obligation for a Credit Enhancement
Facility or a Liquidity Facility and Authority Exchange Payment (other than an Exchange
Termination Payment). In the event that different Interest Payment Dates are established in
respect of different Series of Subordinate Lien Bonds, deposits in the Subordinate Lien Interest
Account shall be made in accordance with the foregoing calculation applied separately to each
such different Series.



F Sixth, to the Subordinate Lien Principal Account, whenever a Principal
Installment of Subordinate Lien Bonds is to fall due within one year of the date of transfer, an
amount such that, if the same amounts are so paid and credited to the Subordinate Lien Principal
Account from the same source on the same day of each succeeding calendar month thereafter prior
to the next day upon which a Principal Installment on Subordinate Lien Bonds (and related
Repayment Obligations for a Credit Enhancement Facility or a Liquidity Facility) is due, the
aggregate of the amounts so paid and credited to the Principal Account, when added to any
amount on deposit in the Subordinate Lien Principal Account for such purpose on the day of the
calculation, would on such Principal Installment Date be equal to the amount of all accrued and
unpaid Principal Installments on Subordinate Lien Bonds (and related Repayment Obligations for
a Credit Enhancement Facility or a Liquidity Facility) as of such date. In the event that different
dates (within one year of the date of transfer) on which such Principal Installments fall due are
established in respect of different Series of Subordinate Lien Bonds (and related Repayment
Obligations for a Credit Enhancement Facility or a Liquidity Facility), deposits in the Subordinate
Lien Principal Account shall be made in accordance with the foregoing calculation applied
separately to each such different Series. There shall also be deposited to the Subordinate Lien
Principal Account, or, if an escrow account has been specifically created for the redemption of a
Series of Subordinate Lien Bonds, to that escrow account, whenever such Subordinate Lien Bonds
have been duly called for redemption and such redemption is to occur within thirty days, an
amount equal to the principal amount of Subordinate Lien Bonds to be redeemed on such
Redemption Date.

(G) Seventh, (i) to the Accounts of the Debt Service Reserve Fund established in any
Series Indenture for a related Series of Subordinate Lien Bonds, so much as may be required so
that the amounts in each Account shall equal the Debt Service Reserve Requirement for the related
Subordinate Lien Bonds then Outstanding and for which an Account in the Debt Service Reserve
Fund has been established, and (ii) on a parity with the transfer under (i) of this Subsection (G), to
the payment of related Repayment Obligations for Reserve Alternative Instruments for
Subordinate Lien Bonds.

(H) Eighth, to the Authority, at any time, upon Authority Order directing the same,
moneys sufficient to pay State Transportation Program Financing Expenses actually incurred or
accrued.

1)) Ninth, to the Junior Subordinate Lien Interest Account, an amount such that, if
the same amounts are so paid and credited to the Junior Subordinate Lien Interest Account on the
same day of each succeeding calendar month thereafter prior to the next Interest Payment Date or
Qualified Exchange Agreement Payment Date, the aggregate of the amounts so paid and credited
to the Junior Subordinate Lien Interest Account, when added to any amount on deposit in the
Junior Subordinate Lien Interest Account for such purpose on the day of the calculation, would on
such Interest Payment Date or Qualified Exchange Agreement Payment Date be equal to the
interest on all Outstanding Junior Subordinate Lien Bonds related Repayment Obligations for a
Credit Enhancement Facility or a Liquidity Facility and any Authority Exchange Payment (other
than any Exchange Termination Payment) accrued and unpaid as of such date; provided, however,
that in order to ensure that the Junior Subordinate Lien Interest Account is neither overfunded or
underfunded for all such Junior Subordinate Lien Obligations Outstanding (giving due regard to
the different payment intervals for the various Junior Subordinate Lien Obligations), the Trustee
shall, not later than the tenth day of each calendar month, ensure that the amount so transferred to
the Junior Subordinate Lien Interest Account reflects the amount of interest actually accrued in the
prior calendar month for each Series of such Bonds and the amount actually accrued in the prior
calendar month for each such related Repayment Obligation for a Credit Enhancement Facility or
a Liquidity Facility and Authority Exchange Payment. In the event that different Interest Payment
Dates are established in respect of different Series of such Junior Subordinate Lien Bonds,
deposits in the Junior Subordinate Lien Interest Account shall be made in accordance with the
foregoing calculation applied separately to each such different Series.
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@) Tenth, to the Principal Account, whenever a Principal Installment of Bonds
subordinate to the Subordinate Lien Bonds is to fall due within one year of the date of transfer, an
amount (in descending order of lien priority of such Bonds) such that, if the same amounts are so
paid and credited to the Principal Account from the same source on the same day of each
succeeding calendar month thereafter prior to the next day upon which a Principal Installment on
such Bonds (and related Repayment Obligations for a Credit Enhancement Facility or a Liquidity
Facility) is due, the aggregate of the amounts so paid and credited to the Principal Account, when
added to any amount on deposit in the Principal Account for such purpose on the day of the
calculation, would on such Principal Installment Date be equal to the amount of all accrued and
unpaid Principal Installments of such Bonds (and related Repayment Obligations for a Credit
Enhancement Facility or a Liquidity Facility) as of such date. In the event that different dates
(within one year of the date of transfer) on which such Principal Installments fall due are
established in respect of different Series of such Bonds, (and related Repayment Obligations for a
Credit Enhancement Facility or a Liquidity Facility), deposits in the Principal Account shall be
made in accordance with the foregoing calculation applied separately to each such different Series,
in descending order of lien priority. There shall also be deposited to the Principal Account,
(i) amounts necessary to make any Exchange Termination Payment when due, (ii) amounts
necessary to collateralize the Authority’s obligations under any Qualified Exchange Agreement,
(iii) any loss amounts or termination payments owed by the Authority to a provider of an
Investment Security described in paragraphs (j), (k) or (1) in the definition of Investment Securities
in the Master Indenture, and (iv) or, if an escrow account has been specifically created for a Series
of Junior Subordinate Lien Bonds, to that escrow account, whenever such Junior Subordinate
Bonds have been duly called for redemption and such redemption is to occur within thirty days, an
amount equal to the principal amount of such Bonds to be redeemed on such Redemption Date.

(K) Eleventh, (i) to the Accounts of the Debt Service Reserve Fund established in
any Series Indenture for a related Series of Junior Subordinate Lien Bonds, so much as may be
required so that the amounts in each Account shall equal the Debt Service Reserve Requirement
for the related Junior Subordinate Lien Bonds then Outstanding and for which an Account in the
Debt Service Reserve Fund has been established, and (ii) on a parity with the transfer under (i) of
this Subsection (K), to the payment of related Repayment Obligations for Reserve Alternative
Instruments for Junior Subordinate Lien Bonds.

For purposes of paragraphs (B), (C), (E), (F), (I) and (J) above, if at any time there are insufficient moneys
for all of the payments required to be made pursuant to any such paragraph for all Series of Bonds, Repayment
Obligations and, except with respect to paragraph (B), Qualified Exchange Agreements, the moneys available shall
be allocated among the payments on such Series of Bonds, Repayment Obligations and Qualified Exchange
Agreements ratably based upon the respective amounts of the payments then due, in accordance with their respective
lien priorities.

For purposes of paragraphs (B), (E) and (I) above, moneys in any Interest Account in excess of the amount
necessary to pay the interest actually accrued in the prior calendar month for the related Series of Bonds, Repayment
Obligations and, except with respect to paragraph (B), Authority Exchange Payment shall be credited toward the
Interest Payment coming due on the next Interest Payment Date.

Application of Moneys in Other Funds and Accounts

(a) Rebate Fund. To the extent required by the Master Indenture, all of the amounts on deposit in the
Funds and Accounts created and established pursuant to the Master Indenture and all amounts pledged to the
payment of Debt Service for the Bonds pursuant to the Master Indenture, (i) shall be invested in compliance with the
procedures established by the relevant Tax Certificate, and (ii) to the extent required by such Tax Certificate, the
investment earnings thereon shall be deposited from time to time into the appropriate Rebate Account for timely
payment of all amounts due and owing to the United States Department of the Treasury. Amounts on deposit in the
Rebate Fund shall not be subject to the lien and pledge of the Master Indenture to the extent such amounts are
required to be paid to the United States Department of the Treasury. The Authority shall verify or cause to be
verified from the date of delivery of each Series the interest on which is intended to be excluded from the gross



income of the Owners thereof for federal income tax purposes that (x) all of requirements of this subsection (a) have
been met on a continuing basis, (y) the proper amounts are deposited into each Rebate Account, and (z) the timely
payment of all amounts due and owing to the United States Department of the Treasury from each Rebate Account
has been made. Upon receipt of a verification report from an accounting or investment consultant retained for such
purpose or an opinion of Bond Counsel that the balance in any Rebate Account is in excess of the amount required
by the relevant Tax Certificate to be included therein, such excess shall be transferred to the Revenue Fund. Records
of the determinations made with respect to the above covenant and the Rebate Fund shall be retained by the
Authority until six years after the retirement of all of the Bonds.

(b) Interest Account. Moneys in each respective Interest Account shall be applied to pay interest on
the related Bonds and any Authority Exchange Payments (other than Exchange Termination Payments) relating
thereto.

() Principal Account. Moneys in each respective Principal Account shall be applied to pay Principal
Installments on the related Bonds and, in the Junior Subordinate Lien Principal Account, any Exchange Termination
Payments or amounts necessary to collateralize the Authority’s obligations under any Qualified Exchange
Agreement.

(d) Debt Service Reserve Fund, Series Reserve Accounts. If, on any date that principal of or interest
on Senior Lien Bonds is due and payable, there are insufficient moneys in the Principal Account or Interest Account,
as the case may be, to make the required payment, then moneys, if any, in the Account of the Debt Service Reserve
Fund created by the Series Indenture for the related Senior Lien Bonds shall be applied to pay the principal of and
interest on the related Senior Lien Bonds then due and payable. If, on any date that principal of or interest on
Subordinate Lien Bonds is due and payable there are insufficient moneys in the Principal Account or Interest
Account, as the case may be to make the required payment, then moneys, if any, in the Account of the Debt Service
Reserve Fund created by the Series Indenture for the related Senior Lien Bonds shall be applied to pay the principal
of and interest on the related Senior Lien Bonds then due and payable. If, on the date that principal of or interest on
Junior Subordinate Lien Bonds is due and payable there are insufficient moneys in the Principal Account or Interest
Account, as the case may be, to make the required payment, then moneys, if any, in the Account of the Debt Service
Reserve Fund created by the Series Indenture for the related Series of Junior Subordinate Lien Bonds shall be
applied to pay the principal of and interest on the related Junior Subordinate Lien Bonds then due and payable.
Moneys shall in no event be transferred to or maintained in any Account of the Debt Service Reserve Fund in excess
of the Debt Service Reserve Requirement for the related Series of Bonds. Any moneys in excess of the Debt Service
Reserve Requirement, if any, for any Series shall be forthwith transferred to the Revenue Fund. If at any time (i) the
balance in any Account of the Debt Service Reserve Fund, together with other available moneys and Investment
Securities in the Trust Estate, shall be sufficient to pay all related Series of Bonds Outstanding, and (ii) all such
related Series of Bonds Outstanding are then subject to redemption or other payment, then such balance in the
related Account of the Debt Service Reserve Fund may be applied upon Authority Order to the redemption or
payment of all the related Series of Bonds Outstanding.

(e) General. Notwithstanding any provision hereof pertaining to the application of moneys in any
Fund or Account, amounts deposited in all Funds and Accounts (except the Rebate Fund) may be used, upon an
Authority Order, for the payment of principal of and interest on the Bonds, any Authority Exchange Payment or any
Repayment Obligation if there would otherwise be a default in payment of Debt Service, any Authority Exchange
Payment or any Repayment Obligation.

Effect of Redemptions on Mandatory Sinking Fund Installments. Upon any redemption or purchase of
Bonds of any Series and maturity for which Mandatory Sinking Fund Installments have been established, there shall

be credited toward each such Mandatory Sinking Fund Installment thereafter to become due an amount bearing the
same ratio to such Mandatory Sinking Fund Installment as the total principal amount of such Bonds so purchased or
redeemed bears to the total amount of all such Mandatory Sinking Fund Installments to be credited. If, however,
there shall be filed with the Trustee by an Authorized Officer written instructions specifying a different method for
crediting Mandatory Sinking Fund Installments upon any such purchase or redemption of Bonds, then such
Mandatory Sinking Fund Installments shall be so credited as shall be provided in such instructions. The portion of
any such Mandatory Sinking Fund Installment remaining after the deduction of any such amounts credited towards
the same (or the original amount of any such Mandatory Sinking Fund Installment if no such amounts shall have



been credited toward the same) shall constitute the unsatisfied balance of such Mandatory Sinking Fund Installment
for the purpose of calculation of Mandatory Sinking Fund Installments due on a future date.

Investment of Funds and Accounts

(a) Moneys in each Fund and Account shall be invested at the written direction of the Authority,
consistent with the required uses of such moneys, in Investment Securities. Investment Securities are deemed to be
part of the Fund or Account for which purchased or to such Funds or Accounts to which such Investment Securities
are subsequently transferred, and earnings, gains and losses on Investment Securities are to be credited or charged to
the Fund or Account for which the Investment Securities were purchased or to such Funds or Accounts to which
such Investment Securities are subsequently transferred. Earnings on, and profit or loss with respect to, the
investments in the Rebate Fund shall be credited to or charged against the Rebate Fund.

(b) In computing the amount in any Fund or Account held by the Trustee under the provisions of the
Master Indenture, obligations purchased as an investment of moneys therein shall be valued at their Value.

() Except as otherwise provided in the Master Indenture, the Trustee shall sell at the best price
obtainable, or present for redemption, any obligation so purchased as an investment whenever it shall be requested
in writing by an Authorized Officer so to do or whenever it shall be necessary in order to provide moneys to meet
any payment or transfer from any Fund or Account held by it.

(d) It shall not be necessary for any Paying Agent to give security for the deposit of any moneys with
it held in trust for the payment of principal of or Redemption Price, if any, or interest on any Bonds.

(e) The Trustee shall advise the Authority in writing, on or before the fifth Business Day of each
calendar month, or as soon thereafter as practicable, of all investments held for the credit of each Fund and Account
in its custody under the provisions of the Master Indenture as of the end of the preceding month.

63} Except for amounts invested in investment contracts or in other Investment Securities which shall
be subject to redemption at any time at face value by the holder thereof, at the option of such holder, amounts in the
Funds and Accounts shall be invested in Investment Securities which shall mature at or before the time such
amounts are required to be used pursuant to the Indenture.

Moneys Held in Trust. All moneys which the Trustee shall have withdrawn or set aside for the purpose of
paying any of the Obligations secured by the Master Indenture, either at the maturity thereof or upon call for
redemption, shall be held in trust for the respective Owners of such Obligations and such moneys shall not be
subject to lien or attachment by any creditor of the Authority or the Trustee. Any moneys which shall be so set aside
by the Trustee and which shall remain unclaimed by the Owners of such Obligations for the period of three years
after the final maturity date on such Obligations, or, if less, the maximum time provided by the laws of the State
prior to escheat to the State, shall be paid to the Authority or to such officer, board or body as may then be entitled
by law to receive the same, and there-after the Owners of such Obligations shall look only to the Authority or to
such officer, board or body, as the case may be, for payment and then only to the extent of the amounts so received
without any interest thereon, and the Trustee shall have no responsibility with respect to such moneys. All interest
earned on the investment of such amounts shall be paid to the Authority as and when received by the Trustee, free
and clear of the lien of the Master Indenture. Any such moneys held by a Paying Agent for the payment of
Obligations which have not been used for such purpose shall be remitted by the Paying Agent to the Trustee within
30 days of the Paying Agent’s receipt thereof.

Use of Available Funds. Nothing in the Master Indenture shall be construed to prevent the Authority from
depositing in any Fund or Account created under the provisions of the Master Indenture any moneys legally
available to the Authority for such deposit.
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Certain Covenants

Payment of Obligations. The Authority shall duly and punctually pay or cause to be paid (but only from
the Trust Estate), the principal (or, if Bonds have been duly called for redemption, the Redemption Price) of each
and every Obligation and the interest thereon, at the dates and places and in the manner mentioned in such
Obligation according to the true intent and meaning thereof. On each Interest Payment Date, Principal Installment
Date or Qualified Exchange Agreement Payment Date, as applicable, the Trustee shall transfer to the Paying Agent
from the Interest Account and the Principal Account, respectively, sums sufficient to pay the interest on and/or
principal of and premium, if any, on the Bonds and any Authority Exchange Payments due on such date. In the
event that such transfer has not been effected prior to noon on the Interest Payment Date, Principal Installment Date
or Qualified Exchange Agreement Payment Date, as applicable, the Paying Agent shall immediately notify the
Trustee.

Offices for Servicing Bonds. The Authority shall at all times cause to be maintained an office or agency
where Bonds may be presented for registration, transfer, exchange or payment and where notices, presentations and
demands in respect of the Bonds or of the Master Indenture may be served. The Authority has appointed the Trustee
pursuant to the Master Indenture as agent to maintain such office or agency for the registration, transfer or exchange
of Bonds, and for the service of such notices, presentations and demands. The Authority has appointed the Paying
Agent pursuant to the Master Indenture as agent to maintain such offices or agencies for the payment of Bonds.

Further Assurances. At any time and at all times the Authority shall pass, make, do, execute, acknowledge
and deliver, all and every such further resolutions, indentures, acts, deeds, conveyances, assignments, transfers and
assurances as may be necessary or desirable for the better assuring, conveying, granting, assigning and confirming
all and singular the rights, assets and revenues pledged or assigned under the Master Indenture, or intended so to be,
or which the Authority may hereafter become bound to pledge or assign.

Protection of Security; Power to Issue Bonds and Pledge Revenues and Other Funds; Indenture to
Constitute Contract. The Authority is duly authorized pursuant to the Act to issue the Bonds, to enter into Qualified
Exchange Agreements (with such prior approvals required by the laws of the State) and the Master Indenture, to
pledge the Pledged Revenues and the Trust Estate, and to obtain moneys from the State Road Fund to make all
payments contemplated by the Master Indenture and each Series Indenture in the manner and to the extent provided
in the Master Indenture. The Obligations and the provisions of the Master Indenture and each Series Indenture are
and will be valid and legally enforceable obligations of the Authority in accordance with their respective terms. The
Authority shall at all times, to the extent permitted by law, defend, preserve and protect the pledge of the Pledged
Revenues and the Trust Estate and all the rights of the Owners hereto against a claims and demands of all Persons
whomsoever.

In consideration of the purchase and acceptance of the Obligations by those who shall own the same from
time to time, the provisions of the Master Indenture shall be a part of the contract of the Authority with the Owners
and shall be deemed to be and shall constitute a contract among the Authority, the Trustee and the Owners.

Tax Covenants. The Authority covenants for the benefit of the Owners of each Series the interest on which
is intended to be excluded from the gross income of the Owners thereof for federal income tax purposes that it will
not take any action or omit to take any action with respect to such Bonds, the proceeds thereof or any other funds of
the Authority if such action or omission would cause the interest on such Bonds to lose its exclusion from gross
income for federal income tax purposes under Section 103 of the Code, would subject the Authority to any penalties
under Section 148 of the Code, or would cause such Bonds to be “federally guaranteed” within the meaning of
Section 149(b) of the Code. The foregoing covenants shall remain in full force and effect notwithstanding the
payment in full or defeasance of such Bonds until the date on which all obligations of the Authority in fulfilling the
above covenant under the Code have been met. The Authority shall execute and deliver from time to time such
certificates, instruments and documents as shall be deemed necessary or advisable to evidence compliance by the
Authority with said Code sections and the regulations thereunder with respect to the use of the proceeds of such
Bonds and any other funds of the Authority. Such certificates, instruments and documents may contain such
stipulations as shall be necessary or advisable in connection with the stated purpose of the Master Indenture and the
foregoing provisions thereof, and the Authority and the Trustee covenant and agree to comply with the provisions of
any such stipulation throughout the term of such Bonds.
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Books of Account; Annual Audit. The Authority shall cause to be kept and maintained proper books of
account relating to the funds and accounts established under the Master Indenture, in which full, true and correct
entries will be made, in accordance with generally accepted accounting principles, of all transactions of or in relation
to the business of the Authority with respect to the funds and accounts established under the Master Indenture, and
after the end of each Fiscal Year shall cause such books of account to be audited by a certified public accountant or
firm of such accountants duly licensed to practice and practicing as such under the laws of the State, selected by the
Authority, who is independent and not under the domination of the Authority, who does not have any substantial
interest, direct or indirect, in the Authority, which audit shall be completed as soon as possible after the end of each
Fiscal Year but in any event within 270 days thereafter. A copy of each annual balance sheet statement of net assets,
statement of revenues and expenses, and statement of cash flows, showing in reasonable detail the financial
condition of the Funds and Accounts established under the Master Indenture, as of the close of each Fiscal Year, and
summarizing in reasonable detail the income and expenses for the Fiscal Year, shall be filed promptly with the
Trustee and shall be available for inspection by any Owner at the office of the Trustee designated for such purposes
during normal business hours.

Compliance with Conditions Precedent. Upon the date of issuance of any of the Bonds, all conditions, acts
and things required by law or by the Master Indenture or a Series Indenture to exist, to have happened or to have
been performed precedent to or in the issuance of such Bonds shall exist, shall have happened and shall have been
performed, and such Bonds, together with all indebtedness of the Authority, shall be within every debt and other
limit prescribed by law.

Waiver of Laws. To the extent permitted by law and public policy, the Authority shall not at any time
insist upon or plead in any manner whatsoever, or claim or take the benefit or advantage of any stay or extension
law now or at any time hereafter in force which may affect the covenants and agreements contained in the Master
Indenture, any Series or Supplemental Indenture, or the Obligations, and all benefit or advantage of any such law or
laws is hereby expressly waived by the Authority.

Extension of Payment of Bonds. The Authority shall not directly or indirectly extend or assent to the
extension of the maturity of any of the Bonds or claims for interest by the purchase or funding of such Bonds, or
claims for interest by any other arrangement.

Security Interest in Trust Estate.

(a) Except for the lien and pledge of the Master Indenture as described therein, and any other liens
expressly authorized under the Master Indenture, the Authority will not cause or permit all or any part of the Trust
Estate, including but not limited to the Pledged Revenues and the Funds, to become subject to any consensual or
non-consensual lien or encumbrance.

(b) Except as provided in the Master Indenture and except as permitted by laws of the State with
regard to the actions of the Commission, the Authority has not voluntarily encumbered, and has not authorized any
other party to encumber, all or any part of the Trust Estate, and the Authority has not knowingly permitted any party
other than the Trustee to obtain or maintain any lien or encumbrance on all or any part of the Trust Estate.

(d) Except for the lien and pledge of the Master Indenture as described therein, the Authority has no
knowledge, and has not received any notice, that any party other than the Trustee, on behalf of the owners of the
Obligations, has or claims to have any security interest or other lien on all or any part of the Trust Estate.

Credit Enhancement Facilities and Liquidity Facilities. The Authority may from time to time enter into or
obtain the benefit of any Credit Enhancement Facilities and/or any Liquidity Facilities with respect to any Bonds of
any Series, and may include such provisions as are required, necessary or convenient in connection with such Credit
Enhancement Facilities and/or any Liquidity Facilities in the Series Indenture pursuant to which such Bonds are
issued.
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Default Provisions
Events of Default. Each of the following events is declared to be an “Event of Default™:
(a) default by the Authority in the payment of any installment of interest on the Bonds when due;

(b) default by the Authority in the payment of principal of Bonds as they mature, or the Redemption
Price thereof if Bonds have been duly called for redemption (including Mandatory Sinking Fund Installments); or

(c) default in the performance or observance of any other of the covenants, agreements or conditions
contained in the Master Indenture, any Series Indenture or Supplemental Indenture or the Bonds, and such failure,
refusal or default shall continue for a period of 45 days after written notice thereof by the Trustee or the Owners of
not less than 25% in principal amount of the Outstanding Bonds; provided, however, if any such default shall be
such that it cannot be corrected within such period, it shall not constitute an Event of Default if corrective action is
instituted by the Authority within such period and diligently pursued until such default is corrected.

Remedies. Upon the happening and continuance of any event described in the (a) or (b) above the Trustee,
independently, or the Owners of 25% or more in principal amount of Outstanding Bonds may jointly proceed, in
their own names, to protect and enforce their rights by such of the following remedies as they deem most effectual:

(a) enforce, by mandamus or other suit, action or proceedings at law or in equity, all rights of the
Owners, including the right to require the Authority to receive and collect the revenues and other assets, including
Pledged Revenues adequate to carry out the covenants and agreements as to, and pledge of, such revenues and
assets, and to require the Authority to carry out any other covenant or agreement with the Owners;

(b) bring suit upon any Bonds;

(©) require the Authority by action or suit to account as if it were the trustee of an express trust for the
Owners; or

(d) enjoin by action or suit any acts or things which may be unlawful or in violation of the rights of
the Owners.

The Trustee shall give notice to each Rating Agency of any Event of Default under the Master Indenture.

Limitation on Action. No Owner shall have any right to institute any action except as authorized in the
Master Indenture. Nothing contained in the Master Indenture shall impair the right of any Owner to enforce
payment of principal of and interest on its Bonds.

Priority of Payments After Default. In the event that, upon the happening and continuance of any Event of
Default, the funds held by the Trustee and Paying Agents shall be insufficient for the payment of principal and
interest then due on the Bonds of all Series then Outstanding and of all Authority Exchange Payments then due, such
funds and any other moneys received or collected pursuant to the Master Indenture shall be applied 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, including, but not limited to, the fees and expenses of its Counsel and
other agents, as follows:

First: With respect to interest on the Senior Lien Bonds to the payment to the Persons entitled
thereto of all installments then due in the order of the maturity of such installments and if the amount
available shall not be sufficient to pay in full any installment, then to the payment thereof ratably,
according to the amounts due on such installment, to the Persons entitled thereto, without any
discrimination or preference;
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Second: With respect to the Senior Lien Bonds, to the payment to the Persons entitled thereto of
the unpaid principal of any such Bonds, and, if the amounts available shall not be sufficient to pay in full
all the Senior Lien Bonds, then to the payment thereof ratably, without any discrimination or preference;

Third: With respect to interest on the Subordinate Lien Bonds and all Authority Exchange
Payments (other than any Exchange Termination Payment) secured on a parity with the Subordinate Lien
Bonds, to the payment to the Persons entitled thereto of all installments then due in the order of the
maturity of such installments and, if the amount available shall not be sufficient to pay in full any
installment, then to the payment thereof ratably, according to the amounts due on such installment, to the
Persons entitled thereto, without any discrimination or preference;

Fourth: With respect to the Subordinate Lien Bonds, to the payment to the Persons entitled thereto
of the unpaid principal of any such Bonds, and, if the amounts available shall not be sufficient to pay in full
all the Subordinate Lien Bonds, then to the payment thereof ratably, without any discrimination or
preference.

Fifth: With respect to interest on any Junior Subordinate Lien Bonds and all Authority Exchange
Payments (other than any Exchange Termination Payment) secured on a parity with such Bonds, to the
payment to the Persons entitled thereto of all installments then due in the order of the maturity of such
installments and, if the amount available shall not be sufficient to pay in full any installment, then to the
payment thereof ratably, according to the amounts due on such installment, to the Persons entitled thereto,
without any discrimination or preference; and

Sixth:  To any Qualified Counterparty, any Exchange Termination Payment then due; and

Seventh: With respect to Junior Subordinate Lien Bonds, to the payment to the Persons entitled
thereto of the unpaid principal of any such Bonds, and to any qualified Counterparty any Exchange
Termination Payment secured on a parity with such Bonds then due, if the amounts available shall not be
sufficient to pay in full all such Bonds and any Exchange Termination Payment, then to the payment
thereof ratably, without any discrimination or preference.

Termination of Proceedings. In case any proceedings taken on account of any Event of Default shall have
been discontinued or abandoned for any reason, then in every such case the Authority, the Trustee and the Owners
shall be restored to their former positions and rights under the Master Indenture, respectively, and all rights,
remedies, powers and duties therein conferred shall continue as though no such proceeding had been taken.

Remedies Not Exclusive. No remedy conferred in the Master Indenture upon or reserved to the Owners of
the Bonds is intended to be exclusive of any other remedy or remedies, and each and every such remedy shall be
cumulative and shall be in addition to any other remedy given hereunder or now or hereafter existing at law or in
equity or by statute.

No Waiver of Default. No delay or omission of any Owner of the Bonds to exercise any right or power
accruing upon any default shall impair any such right or power or shall be construed to be a waiver of any such
default or an acquiescence therein; and every power and remedy given by the Master Indenture to the Owners of the
Bonds may be exercised from time to time and as often as may be deemed expedient.

Notice of Event of Default. The Trustee shall give to the Owners notice of each Event of Default under the
Master Indenture known to the Trustee within 90 days after knowledge of the occurrence thereof, unless such Event
of Default shall have been remedied or cured before the giving of such notice. Each such notice of an Event of
Default shall be given by the Trustee by mailing written notice thereof (1) to all registered Owners of Bonds, as the
names and addresses of such Owners appear upon the registration records kept by the Trustee; (2) to such beneficial
owners as have filed their names and addresses with the Trustee for that purpose; and (3) to Qualified
Counterparties.
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Defeasance

(a) If the Authority shall pay or cause to be paid, or there shall otherwise be paid, (i) to the Owners of
all Bonds the principal or Redemption Price, if applicable, and interest due or to become due thereon, at the times
and in the manner stipulated therein and in the Master Indenture, and (ii) to each Qualified Counterparty, all
Authority Exchange Payments then due, and in any case provided that all expenses then due and owing shall have
been paid, then the pledge of any Pledged Revenues and other moneys and property pledged hereunder and all
covenants, agreements, and other obligations of the Authority to the Owners, shall thereupon cease, terminate and
become void and be discharged and satisfied. In such event, the Trustee shall cause an accounting for such period or
periods as shall be requested by the Authority to be prepared and filed with the Authority, and upon Authority
Request, shall execute and deliver to the Authority all such instruments as may be desirable to evidence such
discharge and satisfaction, and the Fiduciaries shall pay over or deliver to the Authority all moneys or Investment
Securities held by them pursuant to the Master Indenture which are not required for the payment of principal or
Redemption Price, if applicable, on Bonds. If the Authority shall pay or cause to be paid, or there shall otherwise be
paid, to the Owners of all Outstanding Bonds of a particular Series, the principal or Redemption Price, if applicable,
and interest due or to become due thereon, and to each Qualified Counterparty all Authority Exchange Payments
then due, at the times and in the manner stipulated therein and in the Master Indenture and in the Qualified
Exchange Agreement, such Bonds and each Qualified Counterparty shall cease to be entitled to any lien, benefit or
security hereunder and all covenants, agreements and obligations of the Authority to the Owners of such Bonds and
to each Qualified Counterparty shall thereupon cease, terminate and become void and be discharged and satisfied.

(b) Bonds or interest installments for the payment or redemption of which moneys shall have been set
aside and shall be held in trust by Fiduciaries (through deposit by the Authority of funds for such payment or
redemption or otherwise) shall, at the maturity or Redemption Date thereof, be deemed to have been paid within the
meaning and with the effect expressed paragraph (a) above. All Outstanding Bonds shall, prior to the maturity or
Redemption Date thereof, be deemed to have been paid within the meaning and with the effect expressed in
paragraph (a) above if (i) in case any of said Bonds are to be redeemed on any date prior to their maturity, the
Authority shall have given to the Trustee in form satisfactory to it irrevocable instructions to mail as provided in
Article X notice of redemption on said date of such Bonds, (ii) there shall have been deposited with, or credited to
the account (at a Federal Reserve Bank) of, the Trustee, or another Fiduciary acting as escrow agent either moneys
in an amount which shall be sufficient, or non callable Investment Securities not subject to prepayment (which for
the purpose of this Article, shall include only those obligations described in paragraphs (a) and (b) of the definition
thereof in the Master Indenture hereof, but shall not include shares of unit investment trusts or mutual funds
regardless of the rating thereto), the principal of and the interest on which when due will provide moneys which,
together with the moneys, if any, deposited with the Trustee or another Fiduciary acting as escrow agent, at the same
time, shall be sufficient to pay when due the principal or Redemption Price, if any, and interest due and to become
due on said Bonds on and prior to the Redemption Date or maturity date thereof, as the case may be; provided that,
except in the event of a full cash defeasance or a current refunding of less that ninety days to maturity or
Redemption Date, the sufficiency of such moneys or investments must be confirmed to the Authority in an
Accountant’s Certificate, and (iii) in the event said Bonds are not by their terms subject to redemption within the
next succeeding sixty days, the Authority shall have given the Trustee in form satisfactory to it irrevocable
instructions to mail, as soon as practicable, a notice to the Owners of such Bonds that the deposit required by
(i1) above has been made with the Trustee and that said Bonds are deemed to have been paid in accordance with the
Master Indenture and stating such maturity or Redemption Date upon which moneys are to be available for the
payment of the principal or Redemption Price, if any, on said Bonds. Neither Investment Securities nor moneys
deposited with the Trustee pursuant to the Master Indenture nor principal or interest payments on any such
Investment Securities shall be withdrawn or used for any purpose other than, and shall be held in trust for, the
payment of the principal or Redemption Price, if any, and interest on said Bonds; provided that any cash received
from such principal or interest payments on such Investment Securities deposited with the Trustee or other Fiduciary
acting as escrow agent, if not then needed for such purpose, shall, to the extent practicable, be reinvested in
Investment Securities maturing at times and in amounts sufficient to pay when due the principal or Redemption
Price, if any, and interest to become due on said Bonds on and prior to such Redemption Date or maturity date
thereof, as the case may be, and interest earned from such reinvestments shall be paid over to the Authority, as
received by the Trustee, free and clear of any trust, lien or pledge.
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(©) Any Authority Exchange Payments are deemed to have been paid and the applicable Qualified
Exchange Agreement terminated when payment of all Authority Exchange Payments due and payable to each
Qualified Counterparty under its respective Qualified Exchange Agreement have been made or duly provided for to
the satisfaction of each Qualified Counterparty and the respective Qualified Exchange Agreement has been
terminated.

(d) If, through the deposit of moneys by the Authority or otherwise, the Fiduciaries shall hold,
pursuant to the Master Indenture, moneys sufficient to pay the principal and interest to maturity on all Outstanding
Bonds, or in the case of Bonds in respect of which the Authority shall have taken all action necessary to redeem
prior to maturity, sufficient to pay the Redemption Price and interest to such Redemption Date, then upon Authority
Request all moneys held by any Paying Agent shall be paid over to the Trustee and, together with other moneys held
by it hereunder, shall be held by the Trustee for the payment or redemption of Outstanding Bonds.

Supplemental Indentures

Modification and Amendment Without Consent. Notwithstanding any other provisions of the Master
Indenture, the Authority may, from time to time and at any time, without the consent of or notice to any Owner,
enter into such indentures supplemental to the Master Indenture which, in the opinion of the Trustee, who may rely
upon an opinion of Counsel, shall not materially and adversely affect the interest of the Owners (which
Supplemental Indentures shall thereafter form a part hereof):

(a) to add to the covenants and agreements of the Authority in the Master Indenture other covenants
and agreements thereafter to be observed by the Authority;

(b) to surrender any right, power or privilege reserved to or conferred upon the Authority by the terms
of the Master Indenture;

(c) to confirm as further assurance any pledge under and the subjection to any lien, claim or pledge
created or to be created by the provisions of the Master Indenture;

(d) to grant to or confer upon the Trustee for the benefit of the Owners any additional rights,
remedies, powers, authority or security that may lawfully be granted to or conferred upon the Owners or the Trustee;

(e) to include as Pledged Revenues or money under, and subject to the provisions of, the Master
Indenture any additional revenues or money legally available therefor;

) to cure any ambiguity, defect, omission or inconsistent provision in the Master Indenture or to
insert such provisions clarifying matters or questions arising under the Master Indenture as are necessary or
desirable, provided such action shall not adversely affect the interest of the Owners hereunder;

(2) to modify any of the provisions of the Master Indenture in any respect whatever; provided,
however, that (1) such modification shall be, and be expressed to be, effective only after all Bonds of any Series
Outstanding at the date of the execution by the Authority of such Supplemental Indenture shall cease to be
Outstanding, and (2) such Supplemental Indenture shall be specifically referred to in the text of all Bonds of any
Series authenticated and delivered after the date of the execution by the Authority of such Supplemental Indenture
and of Bonds issued in exchange therefor or in place thereof;

(h) to modify, eliminate and/or add to the provisions of the Master Indenture to such extent as shall be
necessary to effect the qualification of the Master Indenture under the Trust Indenture Act of 1939, as then amended,
or under any similar federal statute hereafter enacted, and to add to the Master Indenture such other provisions as
may be expressly permitted by the Trust Indenture Act of 1939;

(1) to make the terms and provisions of the Master Indenture, including the lien and security interest

granted therein, applicable to a Qualified Exchange Agreement, and to modify Section 208 of the Master Indenture
with respect to any particular Qualified Exchange Agreement;

C-26



)] provided the Authority has first obtained a Confirmation, to amend the Master Indenture to allow
for any Bonds to be supported by a Credit Enhancement Facility or Liquidity Facility, including amendments with
respect to repayment to such a provider on a parity with any Bonds or Qualified Exchange Agreement and providing
rights to such provider under the Master Indenture, including with respect to defaults and remedies;

(k) to preserve the exclusion from gross income for federal income tax purposes of interest on Bonds
the interest on which is intended to be excluded from the gross income of the Owners thereof for federal income tax
purposes;

)] to make any change as shall be necessary in order to maintain the rating(s) on any of the Bonds
from any Rating Agency;

(m) if the Bonds affected by any change are rated by a Rating Agency, to make any change which does
not result in a reduction of the rating applicable to any of the Bonds so affected; provided that, if any of the Bonds
so affected are secured by a Credit Enhancement Facility or a Liquidity Facility, such change must be approved in
writing by the related Credit Facility Provider or Liquidity Facility Provider;

(n) if the Bonds affected by any change are secured by a Credit Enhancement Facility, to make any
change approved in writing by the related Credit Facility Provider; provided that, if any of the Bonds so affected are
rated by a Rating Agency, such change shall not result in a reduction of the rating applicable to any of the Bonds so
affected; or

(0) to make any other change in the Master Indenture which, in the judgment of the Trustee, is not to
the prejudice of the Trustee or the Owners. In making any such judgment, the Trustee may rely upon an opinion of
Counsel.

Supplemental Indentures Effective with Consent of Owners. The provisions of the Master Indenture may
also be modified or amended at any time or from time to time by a Supplemental Indenture, subject to the consent of
Owners in accordance with and subject to the provisions of the Master Indenture, upon the Trustee’s receipt of an
opinion of Bond Counsel that such modification or amendment will not adversely affect the exclusion from gross
income of interest, on Bonds the interest on which is intended to be excluded from the gross income of the owners
thereof for federal income tax purposes.

General Provisions Relating to Supplemental Indentures. The Master Indenture shall not be modified or
amended in any respect except in accordance with and subject to the provisions of the Master Indenture. Nothing
contained in the Master Indenture shall affect or limit the rights or obligations of the Authority to execute or deliver
any resolution, act or other instrument pursuant to the provisions of the Master Indenture or the right or obligation of
the Authority to execute and deliver to the Trustee or any Paying Agent any instrument elsewhere in the Master
Indenture provided or permitted to be delivered to the Trustee or any Paying Agent.

Before the execution and delivery of any Supplemental Indenture, the Authority and the Trustee shall have
received an opinion of Bond Counsel stating that such Supplemental Indenture has been duly and lawfully executed
in accordance with the provisions of the Master Indenture, is authorized or permitted by the Master Indenture, is
valid and binding upon the Authority and enforceable in accordance with its terms and will not adversely affect the
exclusion from gross income of interest on Bonds the interest on which is intended to be excluded from the gross
income of the Owners thereof for federal income tax purposes. Each such Supplemental Indenture shall also be filed
with each Rating Agency.

The Trustee is hereby authorized to make all further agreements and stipulations which may be contained
in any Supplemental Indenture, and, in taking such action, the Trustee shall be fully protected in relying on an
opinion of Counsel that such Supplemental Indenture is authorized or permitted by the provisions of the Master
Indenture.
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Powers of Amendment with Consent of Owners. Any modification or amendment of the Master Indenture
and of the rights and obligations of the Authority and of the Owners, in any particular, may be made by a
Supplemental Indenture, with the written consent given as provided below, of the Owners of a majority in unpaid
principal amount of the Bonds Outstanding at the time such consent is given, with a Confirmation. Unless with the
unanimous written consent of all Owners, however, no such amendment shall:

(a) permit a change in the terms of redemption or maturity of the principal of any outstanding
Obligation or of any installment of interest thereon or a reduction in the principal amount thereof or the rate of
interest or redemption premium thereon;

(b) reduce the percentage of Obligations the consent of the Owners of which is required to effect such
amendment; or

(c) change the existing preferences or priorities of Obligations over any other Obligations or create
any new preferences or priorities.

A copy of such proposed Supplemental Indenture (or brief summary thereof or reference thereto in form
approved by the Trustee), together with a request to Owners for their consent thereto in form satisfactory to the
Trustee, shall be mailed by the Trustee, at the expense of the Authority, to the Owners (but failure to mail such copy
and request shall not affect the validity of the Supplemental Indenture when consented to as provided in Section 704
of the Master Indenture). Such Supplemental Indenture shall not be effective unless and until there shall have been
filed with the Trustee the written consents of Owners of the percentage of Outstanding Bonds specified in this
Section.

Each such consent shall be effective only if accompanied by proof of the ownership at the date of such
consent of the Obligations with respect to which such consent is given, which proof, in the case of Bonds, shall be
such as is permitted by the Master Indenture. A certificate or certificates filed with the Trustee that it has examined
such proof and that such proof is sufficient in accordance with the Master Indenture shall be conclusive that the
consents have been given by the Owners of the Bonds described in such certificate or certificates of the Trustee.
Any such consent shall be binding upon the Owner of the Obligations giving such consent and, anything in the
Master Indenture to the contrary notwithstanding, upon any subsequent Owner of such Obligations and of any
Obligations issued in exchange therefor (whether or not such subsequent Owner thereof has notice thereof), unless
such consent is revoked in writing by the Owner of such Obligations giving such consent or a subsequent owner
thereof by filing such revocation with the Trustee, prior to the time when the written statement of the Trustee
provided for below is filed. The fact that a consent has not been revoked may likewise be proved by a certificate of
the Owner filed with the Trustee to the effect that no revocation thereof is on file with the Trustee. At any time after
the Owners of the required percentage of Obligations shall have filed their consents to the Supplemental Indenture,
the Trustee shall make and file with the Authority a written statement that the Owners of such required percentage of
Obligations have filed such consents. Such written statement shall be conclusive that such consents have been so
filed. If the Owners of required percentage of the Obligations shall have consented to and approved the execution
thereof as provided in the Master Indenture, no Owner shall have any right to object to the execution of such
Supplemental Indenture, or 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 Authority
from executing the same or from taking any action pursuant to the provisions thereof.

Upon the execution of any Supplemental Indenture pursuant to the provisions of the Master Indenture, the
Master Indenture shall be and be deemed to be modified and amended in accordance therewith, and the respective
rights, duties and obligations under the Master Indenture of the Authority, the Trustee and all Owners shall
thereafter be determined, exercised and enforced in all respects under the provisions of the Master Indenture as so
modified and amended.

Mailing of Notices. Any provision in the Master Indenture for the mailing of a notice or other document to
Owners of Obligations shall be fully complied with if it is mailed postage prepaid only to each registered owner of
Obligations then Outstanding at his address, if any, appearing upon the registration records kept by the Trustee, and
to the Trustee.
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Modifications by Unanimous Action. Notwithstanding anything contained in the foregoing provisions of
the Master Indenture the rights and obligations of the Authority and of the Owners of the Obligations and the terms
and provisions of the Obligations or of the Master Indenture may be modified or amended in any respect upon the
execution and delivery of a Supplemental Indenture and the consent of the Owners of all of the Obligations then
Outstanding, such consent to be given as provided in the Master Indenture, upon the Trustee’s receipt of an opinion
of Bond Counsel that such modification or amendment will not adversely affect the exclusion from gross income of
interest on Bonds the interest on which is intended to be excluded from the gross income of the owners thereof for
federal income tax purposes; provided, however, that no such modification or amendment shall change or modify
any of the rights or obligations of any Fiduciary without its written assent thereto in addition to the consent of the
Authority and of the Owners.

Exclusion of Bonds. Bonds, if any, owned or held by or for the account of the Authority, the Commission
or the Department shall not be deemed Outstanding for the purpose of consent or other action or any calculation of
Outstanding Bonds provided for in the Master Indenture, and neither the Authority, the Commission nor the
Department shall not be entitled with respect to such Bonds to give any consent or take any other action provided for
in the Master Indenture. At the time of any consent or other action taken under the Master Indenture, the Authority
shall furnish the Trustee an Authority Certificate, upon which the Trustee may rely, describing all Bonds so to be
excluded.

Notation on Bonds. Bonds authenticated and delivered after the effective date of any action taken as in
Article VII of the Master Indenture provided may, and if the Trustee so determines, shall, bear a notation by
endorsement or otherwise in form approved by the Authority and the Trustee as to such action, and in that case upon
demand of the Owner of any Bond Outstanding at such effective date and upon presentation of such Bond for such
purpose at the office of the Trustee, suitable notation shall be made on such Bond by the Trustee as to any such
action. If the Authority or the Trustee shall so determine, new Bonds so modified as in the opinion of the Trustee
and the Authority conform to such action shall be prepared and delivered, and upon demand of the Owner of any
such Bond then Outstanding shall be exchanged, without cost to such Owner, for Bonds of the same Series and
maturity then Outstanding, upon surrender of such Bonds.

Qualified Counterparty Consent. Notwithstanding anything to the contrary in the Indenture, no
amendment, supplement or modification to the Indenture that adversely affects any Qualified Counterparty shall be
effective without the prior written consent of such Qualified Counterparty.
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FORM OF OPINION OF SPECIAL TAX COUNSEL

Upon the issuance of the Series 2004B Bonds, Ballard Spahr Andrews & Ingersoll, LLP, special tax
counsel to the New Mexico Finance Authority, proposes to issue its opinion in substantially the following form:

May ,2004
New Mexico Finance Authority
Santa Fe, New Mexico 87505
Re: New Mexico Finance Authority State Transportation Refunding Revenue Bonds (Subordinate Lien),

Series 2004B

We have acted as special tax counsel to the New Mexico Finance Authority (the “NMFA”) in connection
with the issuance by the NMFA of its State Transportation Refunding Revenue Bonds (Subordinate Lien), Series
2004B in the aggregate principal amount of $237,950,000 (the “Series 2004B Bonds™”). The Series 2004B Bonds
are being issued for the purpose of providing funds to refund certain outstanding bonds.

We have reviewed opinions of counsel to the NMFA, certificates of the NMFA, the New Mexico
Department of Transportation (“NMDOT”) and others, and such other documents, opinions and matters to the extent
we deemed necessary to render the opinions set forth herein. As to the questions of fact material to our opinion, we
have relied upon the certified proceedings and other certifications furnished to us without undertaking to verify the
same by independent investigation. Furthermore, with respect to the validity of the Series 2004B Bonds, we are
relying upon the opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Bond Counsel to the NMFA. Our
examination has been limited to the foregoing as they exist or are in effect as of the date hereof. Our opinion is
limited to the matters expressly set forth herein, and we express no opinion concerning any other matters.

The Internal Revenue Code of 1986, as amended (the “Code”), contains a number of requirements and
restrictions which apply to the Series 2004B Bonds. The NMFA and NMDOT have covenanted to comply with all
such requirements and restrictions. Failure to comply with certain of such requirements and restrictions may cause
interest on the Series 2004B Bonds to become includible in gross income for federal income tax purposes retroactive
to the date of issuance of the Series 2004B Bonds. We have assumed, without undertaking to determine or confirm,
continuing compliance by the NMFA and NMDOT with such requirements and restrictions in rendering our opinion
regarding the tax exempt status of interest on the Series 2004B Bonds.

Based on our examination and the foregoing, we are of the opinion, as of the date hereof and under existing
law as presently enacted and construed, as follows:

1. Interest on the Series 2004B Bonds is excludable from gross income for federal income tax
purposes and is not a specific item of tax preference for purposes of the federal alternative minimum taxes imposed
on individuals and corporations, but such interest is included in earnings and profits in computing the federal

alternative minimum tax imposed on certain corporations.

2. Interest on the Series 2004B Bonds is excludable from net income of the owners thereof for State
of New Mexico income tax purposes.

In rendering our opinion, we wish to advise you that:

(a) we express no opinion herein as to the accuracy, adequacy, or completeness of the
Official Statement or any other offering material relating to the Series 2004B Bonds; and

(b) although we have rendered an opinion that interest on the Series 2004B Bonds is
excludable from gross income for federal income tax purposes, the ownership or disposition of or the
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accrual or receipt of interest on, the Series 2004B Bonds may otherwise affect a bondholder’s tax liability.
The nature and extent of these other tax consequences will depend upon the bondholder’s particular tax
status and the bondholder’s other items of income or deduction. We express no opinion regarding any
other tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on,
the Series 2004B Bonds.

Respectfully submitted,
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FORM OF OPINION OF SPECIAL TAX COUNSEL

Upon the issuance of the Series 2004C Bonds, Ballard Spahr Andrews & Ingersoll, LLP, special tax
counsel to the New Mexico Finance Authority, proposes to issue its opinion in substantially the following form:

May 2004
New Mexico Finance Authority
Santa Fe, New Mexico 87505
Re: New Mexico Finance Authority Adjustable Rate State Transportation Refunding Revenue Bonds

(Subordinate Lien), Series 2004C

We have acted as special tax counsel to the New Mexico Finance Authority (the “NMFA”) in connection
with the issuance by the NMFA of its Adjustable Rate State Transportation Refunding Revenue Bonds, (Subordinate
Lien), Series 2004C in the aggregate principal amount of $200,000,000 (the “Series 2004C Bonds™). The Series
2004C Bonds are being issued for the purpose of providing funds to refund certain outstanding bonds.

We have reviewed opinions of counsel to the NMFA, certificates of the NMFA, the New Mexico
Department of Transportation (“NMDOT?”) and others, and such other documents, opinions and matters to the extent
we deemed necessary to render the opinions set forth herein. As to the questions of fact material to our opinion, we
have relied upon the certified proceedings and other certifications furnished to us without undertaking to verify the
same by independent investigation. Furthermore, with respect to the validity of the Series 2004C Bonds, we are
relying upon the opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Bond Counsel to the NMFA. Our
examination has been limited to the foregoing as they exist or are in effect as of the date hereof. Our opinion is
limited to the matters expressly set forth herein, and we express no opinion concerning any other matters.

The Internal Revenue Code of 1986, as amended (the “Code”), contains a number of requirements and
restrictions which apply to the Series 2004C Bonds. The NMFA and NMDOT have covenanted to comply with all
such requirements and restrictions. Failure to comply with certain of such requirements and restrictions may cause
interest on the Series 2004C Bonds to become includible in gross income for federal income tax purposes retroactive
to the date of issuance of the Series 2004C Bonds. We have assumed, without undertaking to determine or confirm,
continuing compliance by the NMFA and NMDOT with such requirements and restrictions in rendering our opinion
regarding the tax exempt status of interest on the Series 2004C Bonds.

Based on our examination and the foregoing, we are of the opinion, as of the date hereof and under existing
law as presently enacted and construed, as follows:

1. Interest on the Series 2004C Bonds is excludable from gross income for federal income tax
purposes and is not a specific item of tax preference for purposes of the federal alternative minimum taxes imposed
on individuals and corporations, but such interest is included in earnings and profits in computing the federal

alternative minimum tax imposed on certain corporations.

2. Interest on the Series 2004C Bonds is excludable from net income of the owners thereof for State
of New Mexico income tax purposes.

In rendering our opinion, we wish to advise you that:

(a) we express no opinion herein as to the accuracy, adequacy, or completeness of the
Official Statement or any other offering material relating to the Series 2004C Bonds; and

(b) although we have rendered an opinion that interest on the Series 2004C Bonds is
excludable from gross income for federal income tax purposes, the ownership or disposition of or the
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accrual or receipt of interest on, the Series 2004C Bonds may otherwise affect a bondholder’s tax liability.
The nature and extent of these other tax consequences will depend upon the bondholder’s particular tax
status and the bondholder’s other items of income or deduction. We express no opinion regarding any
other tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on,
the Series 2004C Bonds.

Respectfully submitted,
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FORM OF OPINION OF BOND COUNSEL

May __, 2004

New Mexico Finance Authority
Santa Fe, New Mexico

We have acted as bond counsel to the New Mexico Finance Authority (the “NMFA”) in connection with
the issuance by the NMFA of its New Mexico Finance Authority State Transportation Refunding Revenue Bonds
(Subordinate Lien), Series 2004B (the “2004B Bonds™) and its New Mexico Finance Authority Adjustable Rate
State Transportation Refunding Revenue Bonds (Subordinate Lien) Series 2004C (the “2004C Bonds”, and together
with the 2004B Bonds, the “2004B/C Bonds”). The 2004B/C Bonds are being issued for the purpose of providing
funds to refund and restructure certain outstanding bonds of the NMFA and the New Mexico State Transportation
Commission (the “Commission”).

The NMFA is a public body politic and corporate, separate and apart from the State of New Mexico,
constituting a governmental instrumentality, created by and existing under the New Mexico Finance Authority Act,
Sections 6-21-1 et seq., NMSA 1978, as amended and supplemented (the “Act”). The 2004B/C Bonds are being
issued pursuant to the February 19, 2004 direction of the Commission, Chapter 3, Laws of New Mexico 2003 (1st
Special Session) (compiled in part as Sections 67-3-59.2, 67-3-59.3 and 67-3-65.1) (the “Transportation Act”), the
Act, resolutions adopted by the NMFA on March 19, 2004 and on April 30, 2004 (collectively, the “Resolutions”),
and the Master Indenture of Trust and Second Series Indenture of Trust, each dated as of May 1, 2004 (collectively,
the “Indenture”), between the NMFA and Bank of Albuquerque, N.A., as trustee (the “Trustee”). Capitalized terms
not otherwise defined herein shall have the meanings set forth in the Indenture.

We have reviewed the Act, the Transportation Act, the Resolutions, the Indenture and such other
documents, opinions and matters of law to the extent we deemed necessary to render the opinions set forth herein.
Regarding questions of fact material to our opinion, we have relied on the representations of the NMFA contained in
the Resolutions, and in the certified proceedings and other certifications of public officials and others furnished to
us, without undertaking to verify the same by independent investigation.

Based upon and subject to the foregoing, and in reliance thereon, as of the date hereof and under existing
law, it is our opinion that:

1. The NMFA is a public body politic and corporate, separate and apart from the State of New
Mexico, constituting a governmental instrumentality, duly organized and validly existing under the laws of the State
and has lawful authority to issue the 2004B/C Bonds.

2. The Resolutions have been duly adopted by the NMFA, are valid and binding obligations of the
NMFA and create a valid lien on and pledge of the Pledged Revenues for the payment of principal of and interest on
the 2004B/C Bonds.

3. The Indenture has been duly authorized, executed and delivered by the NMFA, is valid and
binding upon the NMFA and creates a valid lien on the Pledged Revenues and the funds and accounts held by the
Trustee and pledged under the Indenture to secure the payment of the principal of and interest on the 2004B/C
Bonds on a parity with other Subordinate Lien Bonds (if any) issued or to be issued under the Indenture, and with a
lien subordinate to the lien thereon of Senior Lien Bonds issued under the Indenture, subject to the provisions of the
Indenture permitting the issuance thereof for the purposes and on the terms and conditions set forth in the Indenture.

4. The 2004B/C Bonds have been duly and validly authorized, are issued in accordance with law and

the Indenture and constitute valid and binding special limited obligations of the NMFA, payable solely from the
Pledged Revenues, the funds and accounts held by the Trustee and pledged under the Indenture, and do not
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constitute a debt or liability of the State or any political subdivision thereof within the meaning of any constitutional
or statutory debt limitation.

In rendering our opinion, we wish to advise you that:

(a) the rights of the holders of the 2004B/C Bonds and the enforceability thereof and of the Indenture
are subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other
laws relating to or affecting creditors’ rights heretofore or hereafter enacted to the extent constitutionally applicable,
and the enforcement thereof is also subject to the application of equitable principles and the exercise of judicial
discretion in appropriate cases;

(b) we have not addressed, nor do we express any opinion on, the tax consequences to any person
regarding the investment in, the ownership or disposition of, or the accrual or receipt of interest on, the 2004B/C
Bonds;

(©) we have not been engaged or undertaken to review the accuracy, completeness or sufficiency of
any offering material relating to the 2004B/C Bonds and we express no opinion relating thereto;

(d) we express no opinion as to the validity or enforceability of, or the security provided by, the bond
insurance policy issued by Ambac Assurance Corporation with respect to the 2004B/C Bonds;

(e) our opinion represents our legal judgment based upon a review of existing legal authorities that we
deem relevant to render such opinions and are not a guarantee of result;

® our opinion is limited to the matters expressly set forth herein and we express no opinion
concerning any other matters; and

(2) our opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes in law that
may hereafter occur.

Respectfully submitted,
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APPENDIX E
BOOK-ENTRY ONLY SYSTEM

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the NMFA believes to be reliable, but the NMFA takes no responsibility for the accuracy thereof.

DTC will act as securities depository for the 2004 Subordinate Lien Bonds. The 2004 Subordinate Lien
Bonds 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
Bond certificate will be issued for each maturity of the 2004 Subordinate Lien Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with or held for the account of DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 85 countries that DTC’s participants
(“Direct Participants”) deposit with DTC. DTC also facilitates the post trade settlement among Direct Participants
of sales and other securities transactions in deposited securities, through electronic computerized book-entry
transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants
of DTC and Members of National Securities Clearing Corporation, Government Securities Clearing Corporation,
MBS Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC),
also subsidiaries of DTCQ, as well as by the New York Stock Exchange Inc., the American Stock Exchange LLC,
and the National Association of Securities Dealers, Inc. Access to DTC is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (the “Indirect Participants”).
DTC has Standard & Poor’s highest rating: AAA. DTC Rules applicable to its Participants are on file with the
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of 2004 Subordinate Lien Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2004 Subordinate Lien Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and
Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to 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 2004 Subordinate Lien Bonds are to be
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial
Owners.  Beneficial Owners will not receive certificates representing their ownership interests in the
2004 Subordinate Lien Bonds, except in the event that use of the book-entry system for the 2004 Subordinate Lien
Bonds is discontinued.

To facilitate subsequent transfers, all 2004 Subordinate Lien Bonds deposited by Direct 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 2004 Subordinate Lien Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the 2004 Subordinate Lien Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such 2004 Subordinate Lien Bonds are
credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.
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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 governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices will be sent to DTC. If less than all of the 2004 Subordinate Lien Bonds are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant to be
redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the
2004 Subordinate Lien Bonds unless authorized by a Direct Participant in accordance with DTC’s procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the Paying Agent as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the 2004 Subordinate Lien Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Principal and interest payments on the 2004 Subordinate Lien Bonds will be made to Cede & Co. or such
other nominee as may be requested by an authorized representative of DTC, by Bank of Albuquerque, N.A. (the
“Paying Agent” and the “Bond Registrar”). DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s
receipt of funds and corresponding detail information from the NMFA or the Paying Agent on the payable 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, the Trustee, the Paying Agent or the NMFA, 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 NMFA or the Paying Agent,
disbursement of such payments to Direct Participants is the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners is the responsibility of Direct Participants and Indirect Participants.

So long as Cede & Co. or its registered assign is the registered owner of the 2004 Subordinate Lien Bonds,
the NMFA and the Paying Agent will be entitled to treat Cede & Co., or its registered assign, as the absolute owner
thereof for all purposes of the Indenture and any applicable laws, notwithstanding any notice to the contrary
received by the NMFA or the Paying Agent and the NMFA and the Paying Agent will have no responsibility for
transmitting payments to, communicating with, notifying, or otherwise dealing with any Beneficial Owners of the
2004 Subordinate Lien Bonds.

When reference is made to any action which is required or permitted to be taken by the Beneficial Owners,
such reference only relates to those permitted to act by statute, regulation or otherwise on behalf of such Beneficial
Owners for such purposes. When notices are given, they are to be sent to DTC, and neither the NMFA nor the
Paying Agent has responsibility for distributing such notices to the Beneficial Owners.

The Paying Agent does not have any responsibility or obligation to the DTC Participants or the Beneficial
Owners with respect to (a) the accuracy of any records maintained by DTC or any DTC Participant; (b) the payment
by DTC or any DTC Participant of any amount due to any Beneficial Owner in respect of the principal of and
premium, if any, and interest on the 2004 Subordinate Lien Bonds; (c) the selection of the Beneficial Owners to
receive payment in the event of any partial redemption of the 2004 Subordinate Lien Bonds; (d) any consent given
or other action taken by DTC, or its nominee, Cede & Co., as Bond Owner; or (e) the distribution by DTC to DTC
Participants or Beneficial Owners of any notices received by DTC as registered owner of the 2004 Subordinate Lien
Bonds.

DTC may discontinue providing its services as securities depository with respect to the 2004 Subordinate
Lien Bonds at any time by giving reasonable notice to the NMFA or the Paying Agent. Under such circumstances,
in the event that a successor securities depository is not obtained, bond certificates are required to be printed and
delivered.

The NMFA may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, bond certificates will be printed and delivered.
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APPENDIX F
AUCTION PROCEDURES
Definitions:

In addition to the words and terms elsewhere defined in the Supplemental Indenture, the following words
and terms as used in this Appendix F and elsewhere in the Supplemental Indenture have the following meanings
with respect to Series 2004C Bonds in an Auction Rate Period unless the context or use indicates another or
different meaning or intent:

“Agent Member” means a member of, or participant in, the Securities Depository who shall act on behalf of
a Bidder.

“All Hold Rate” means, as of any Auction Date, 55% of the Index in effect on such Auction Date.
“Auction” means each periodic implementation of the Auction Procedures.

“Auction Agent” means the auctioneer appointed in accordance the Indenture and shall initially be
Deutsche Bank Trust Company Americas.

“Auction Agreement” means an agreement between the Auction Agent and the Trustee pursuant to which
the Auction Agent agrees to follow the procedures specified in Exhibit B to the Supplemental Indenture with respect
to the Series 2004C Bonds of any Subseries while bearing interest at an Auction Rate, as such agreement may from
time to time be amended or supplemented.

“Auction Date” means during any period in which the Auction Procedures are not suspended in accordance
with the provisions hereof, (i) if the Series 2004C Bonds of any Subseries are in a daily Auction Period, each
Business Day, (ii) if the Series 2004C Bonds of any Subseries are in a Flexible Auction Period, the last Business
Day of the Flexible Auction Period, and (iii) if the Series 2004C Bonds of any Subseries are in any other Auction
Period, the Business Day next preceding each Interest Payment Date for such Series 2004C Bonds of any Subseries
(whether or not an Auction shall be conducted on such date); provided, however, that the last Auction Date with
respect to the Series 2004C Bonds of any Subseries in an Auction Period other than a daily Auction Period or
Flexible Auction Period shall be the earlier of (a) the Business Day next preceding the Interest Payment Date next
preceding the Conversion Date for the Series 2004C Bonds of any Subseries and (b) the Business Day next
preceding the Interest Payment Date next preceding the final maturity date for the Series 2004C Bonds of any
Subseries; and provided, further, that if the Series 2004C Bonds of any Subseries are in a daily Auction Period, the
last Auction Date shall be the earlier of (x) the Business Day next preceding the Conversion Date for the Series
2004C Bonds of any Subseries and (y) the Business Day next preceding the final maturity date for the Series 2004C
Bonds of any Subseries. The last Business Day of a Flexible Auction Period shall be the Auction Date for the
Auction Period which begins on the next succeeding Business Day, if any. On the Business Day preceding the
conversion from a daily Auction Period to another Auction Period, there shall be two Auctions, one for the last daily
Auction Period and one for the first Auction Period following the conversion. The first Auction Date for the Series
2004C Bonds of any Subseries is June 29, 2004.

“Auction Multiple” means, as of any Auction Date, the Percentage of Index (in effect on such Auction
Date) determined as set forth below, based on the Prevailing Rating of the Series 2004C Bonds of any Subseries in
effect at the close of business on the Business Day immediately preceding such Auction Date:
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Percentage

Prevailing Rating of Index
AAA/Aaa 175%
AA/Aa 175%
A/A 200%
BBB/Baa 250%
Below BBB/Baa 275%

“Auction Period” means (i) a Flexible Auction Period, (ii) with respect to Series 2004C Bonds of any
Subseries in a daily mode, a period beginning on each Business Day and extending to but not including the next
succeeding Business Day, (iii) with respect to Series 2004C Bonds of any Subseries in a seven-day mode, a period
of generally seven days beginning on a Tuesday (or the day following the last day of the prior Auction Period if the
prior Auction Period does not end on a Tuesday) and ending on the Tuesday thereafter (unless such Tuesday is not
followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day), (iv)
with respect to Series 2004C Bonds of any Subseries in a 28-day mode, a period of generally 28 days beginning on a
Tuesday (or the day following the last day of the prior Auction Period if the prior Auction Period does not end on a
Tuesday) and ending on the fourth Tuesday thereafter (unless such Tuesday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day), (v) with respect to Series 2004C
Bonds of any Subseries in a 35-day mode, a period of generally 35 days beginning on a Tuesday (or the day
following the last day of the prior Auction Period if the prior Auction Period does not end on a Tuesday) and ending
on the fifth Tuesday thereafter (unless such Tuesday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (vi) with respect to Series 2004C Bonds of any Subseries in a
three-month mode, a period of generally three months (or shorter period upon a conversion from another Auction
Period) beginning on the day following the last day of the prior Auction Period and ending on the first day of the
month that is the third calendar month following the beginning date of such Auction Period, and (vii) with respect to
Series 2004C Bonds of any Subseries in a semiannual mode, a period of generally six months (or shorter period
upon a conversion from another Auction Period) beginning on the day following the last day of the prior Auction
Period and ending on the next succeeding June 15 or December 15; provided, however, that if there is a conversion
of Series 2004C Bonds from a daily Auction Period to a seven-day Auction Period, the next Auction Period shall
begin on the date of the conversion (i.e. the Interest Payment Date for the prior Auction Period) and shall end on the
next succeeding Tuesday (unless such Tuesday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), if there is a conversion from a daily Auction Period to a 28-
day Auction Period, the next Auction Period shall begin on the date of the conversion (i.e. the Interest Payment Date
for the prior Auction Period) and shall end on the Tuesday (unless such Tuesday is not followed by a Business Day,
in which case on the next succeeding day which is followed by a Business Day) which is more than 21 days but not
more than 28 days from such date of conversion, and, if there is a conversion from a daily Auction Period to a 35-
day Auction Period, the next Auction Period shall begin on the date of the conversion (i.e. the Interest Payment Date
for the prior Auction Period) and shall end on the Tuesday (unless such Tuesday is not followed by a Business Day,
in which case on the next succeeding day which is followed by a Business Day) which is more than 28 days but not
more than 35 days from such date of conversion.

“Auction Period Rate” means the rate of interest to be borne by the Series 2004C Bonds of any Subseries
during each Auction Period determined in accordance with Exhibit B to the Second Series Indenture; provided,
however, in no event may the Auction Period Rate exceed the Maximum Interest Rate.

“Auction Procedures” means the procedures for conducting Auctions for Series 2004C Bonds of any
Subseries during an Auction Rate Period set forth in Exhibit B to the Second Series Indenture.

“Auction Rate” means for each Auction Period, (i) if Sufficient Clearing Bids exist, the Winning Bid Rate,
provided, however, if all of the Series 2004C Bonds of any Subseries are the subject of Submitted Hold Orders, the
All Hold Rate and (ii) if Sufficient Clearing Bids do not exist, the Maximum Auction Rate.

“Auction Rate Conversion Date” means with respect to Series 2004C Bonds of any Subseries, the date on

which the Series 2004C Bonds of such Subseries convert from an interest rate period other than an Auction Rate
Period and begin to bear interest at the Auction Period Rate.
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“Auction Rate Period” means after the Initial Period any period of time commencing on the day following
the Initial Period and ending on a Variable Rate Conversion Date, a Commercial Paper Rate Conversion Date or a
Fixed Rate Conversion Date.

“Available Bonds” means on each Auction Date, the aggregate principal amount of Series 2004C Bonds of
any Subseries that are not the subject of Submitted Hold Orders.

“Bid” has the meaning specified in Exhibit B to the second Series Indenture.
“Bidder” means each Existing Owner and Potential Owner who places an Order.

“Broker-Dealer” means any entity that is permitted by law to perform the function required of a Broker-
Dealer described in this Appendix F, that is a member of, or a direct participant in, the Securities Depository, that
has been selected by the NMFA and that is a party to a Broker-Dealer Agreement with the Auction Agent.

“Broker-Dealer Agreement” means an agreement among the Auction Agent, the NMFA and a Broker-
Dealer pursuant to which such Broker-Dealer agrees to follow the procedures described in this Appendix F, as such
agreement may from to time be amended or supplemented.

“Conversion Date” means the date on which the Series 2004C Bonds of any Subseries begin to bear interest
at a Fixed Rate, a Variable Rate or a Commercial Paper Interest Rate.

“Default Rate” means, in respect of any Auction Period other than a daily Auction Period, a per annum rate
equal to three hundred percent (300%) of the Index determined on the Auction Date next preceding the first day of
such Auction Period or in the case of Series 2004C Bonds of any Subseries in a daily Auction Period, three hundred
percent (300%) of the Index determined on the Auction Date which was the first day of such Auction Period,
provided, however, the Default Rate shall not exceed the Maximum Interest Rate.

“Existing Owner” means (a) with respect to and for the purpose of dealing with the Auction Agent in
connection with an Auction, a Person who is a Broker-Dealer listed in the Register at the close of business on the
Business Day immediately preceding the Auction Date for such Auction and (b) with respect to and for the purpose
of dealing with a Broker-Dealer in connection with an Auction, a Person who is a beneficial owner of Bonds.

“Flexible Auction Period” means any period of not less than seven nor more than 364 days which begins on
an Interest Payment Date and ends on a Tuesday unless such Tuesday is not followed by a Business Day, in which
case on the next succeeding day which is followed by a Business Day.

“Hold Order” has the meaning specified in subsection (a) under the caption “Auction Procedures—Orders
by Existing Owners and Potential Owners” below.

“Index” shall have the meaning specified under the caption “Auction Procedures—Index” below.
“Initial Period” means the period from the Issue Date to but not including June 30, 2004.

“Interest Payment Date” with respect to Series 2004C Bonds of any Subseries bearing interest at Auction
Period Rates, means June 30, 2004 and thereafter (a) when used with respect to any Auction Period other than a
daily Auction Period or a Flexible Auction Period, the Business Day immediately following such Auction Period,
(b) when used with respect to a daily Auction Period, the first Business Day of the month immediately succeeding
such Auction Period, (c) when used with respect to a Flexible Auction Period of (i) seven or more but fewer than 92
days, the Business Day immediately following such Flexible Auction Period, or (ii) 92 or more days, each thirteenth
Tuesday after the first day of such Flexible Auction Period or the next Business Day if such Tuesday is not a
Business Day and on the Business Day immediately following such Flexible Auction Period, (d) after the Fixed Rate
Conversion Date, each June 15 and December 15, () each Mandatory Tender Date, and (f) the Maturity Date.
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“LIBOR,” on any date of determination for any Auction Period, means (i) for any Auction Period of fewer
than 40 days, the offered rate for deposits in U.S. dollars for a one-month period which appears on the Telerate Page
3750 at approximately 11:00 A.M., London time, on such date, or if such date is not a date on which dealings in
U.S. dollars are transacted in the London interbank market, then on the next preceding day on which such dealings
were transacted in such market (the “calculation date) and (ii) for any Auction Period of 40 or more but fewer than
95 days, such rates for deposits in U.S. dollars for a three-month period.

“Maximum Auction Rate” means, as of any Auction Date, the product of the Index multiplied by the
Auction Multiple, provided, however, the Maximum Auction Rate shall not exceed the Maximum Interest Rate.

“Maximum Interest Rate” means the lesser of fourteen percent (14%) or the maximum rate permitted by
applicable law.

“Order” means a Hold Order, Bid or Sell Order.

“Potential Owner” means any Person, including any Existing Owner, who may be interested in acquiring a
beneficial interest in the Series 2004C Bonds of any Subseries in addition to the Series 2004C Bonds of any
Subseries currently owned by such Person, if any.

“Prevailing Rating” means (a) AAA/Aaa, if the Series 2004C Bonds of any Subseries shall have a rating of
AAA or better by S&P and a rating of Aaa or better by Moody’s, (b) if not AAA/Aaa, AA/Aa if the Series 2004C
Bonds of any Subseries shall have a rating of AA- or better by S&P and a rating of Aa3 or better by Moody’s, (c) if
not AAA/Aaa or AA/Aa, A/A if the Series 2004C Bonds of any Subseries shall have a rating of A- or better by S&P
and a rating of A3 or better by Moody’s, (d) if not AAA/Aaa, AA/Aa or A/A, BBB/Baa if the Series 2004C Bonds
shall have a rating of BBB or better by S&P and a rating of Baa or better by Moody’s, and (e) if not AAA/Aaa,
AA/Aa, A/A or BBB/Baa, then below BBB/Baa whether or not the Series 2004C Bonds of any Subseries are rated
by any securities rating agency. For purposes of this definition, S&P’s rating categories of “AAA,” “AA,” and “A-"
and Moody’s rating categories of “Aaa,” “Aa3” and “A3,” shall be deemed to refer to and include the respective
rating categories correlative thereto in the event that any such Rating Agencies shall have changed or modified their
generic rating categories or if any successor thereto appointed in accordance with the definitions thereof shall use
different rating categories. If the Series 2004C Bonds of any Subseries are not rated by a Rating Agency, the
requirement of a rating by such Rating Agency shall be disregarded. If the ratings for the Series 2004C Bonds of
any Subseries are split between two of the foregoing categories, the lower rating shall determine the Prevailing
Rating. If there is no rating, then the Auction Period Rate shall be the Maximum Auction Rate.

“Principal Office” means, with respect to the Auction Agent, the office thereof designated in writing to the
NMFA, the Trustee and each Broker-Dealer.

“Sell Order” has the meaning specified in subsection (a) under the caption “Auction Procedures—Orders
by Existing Owners and Potential Owners” below.

“Submission Deadline” means 1:00 p.m., New York City time, on each Auction Date not in a daily Auction
Period and 11:00 a.m., New York City time, on each Auction Date in a daily Auction Period, or such other time on
such date as shall be specified from time to time by the Auction Agent pursuant to the Auction Agreement as the
time by which Broker-Dealers are required to submit Orders to the Auction Agent.

“Submitted Bid” has the meaning specified in subsection (b) under the caption “Auction Procedures—
Determination of Auction Period Rate” below.

“Submitted Hold Order” has the meaning specified in subsection (b) under the caption “Auction
Procedures—Determination of Auction Period Rate” below.

“Submitted Order” has the meaning specified in subsection (b) under the caption “Auction Procedures—
Determination of Auction Period Rate” below.
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“Submitted Sell Order” has the meaning specified in subsection (b) under the caption “Auction
Procedures—Determination of Auction Period Rate” below.

“Sufficient Clearing Bids” means with respect to Series 2004C Bonds of any Subseries, an Auction for
which the aggregate principal amount of Series 2004C Bonds of such Subseries that are the subject of Submitted
Bids by Potential Owners specifying one or more rates not higher than the Maximum Auction Rate is not less than
the aggregate principal amount of Series 2004C Bonds of such Subseries that are the subject of Submitted Sell
Orders and of Submitted Bids by Existing Owners specifying rates higher than the Maximum Auction Rate.

“Series 2004C Bonds” used in Exhibit B to the Second Series Indenture means the Series 2004C while they
bear interest at an Auction Rate.

“Winning Bid Rate” means with respect to Series 2004C Bonds of any Subseries, the lowest rate specified
in any Submitted Bid which if selected by the Auction Agent as the Auction Period Rate would cause the aggregate
principal amount of Series 2004C Bonds of such Subseries that are the subject of Submitted Bids specifying a rate
not greater than such rate to be not less than the aggregate principal amount of Available Bonds of such Subseries.

Auction Procedures

Orders by Existing Owners and Potential Owners.

(a) Prior to the Submission Deadline on each Auction Date:

(1) each Existing Owner may submit to a Broker-Dealer, in writing or by such other method
as shall be reasonably acceptable to such Broker-Dealer, information as to:

(A) the principal amount of Series 2004C Bonds, if any, held by such Existing
Owner which such Existing Owner irrevocably commits to continue to hold for the next
succeeding Auction Period without regard to the rate determined by the Auction Procedures for
such Auction Period,

(B) the principal amount of Series 2004C Bonds, if any, held by such Existing
Owner which such Existing Owner irrevocably commits to continue to hold for the next
succeeding Auction Period if the rate determined by the Auction Procedures for such Auction
Period shall not be less than the rate per annum then specified by such Existing Owner (and which
such Existing Owner irrevocably offers to sell on the next succeeding Interest Payment Date (or
the same day in the case of a daily Auction Period) if the rate determined by the Auction
Procedures for the next succeeding Auction Period shall be less than the rate per annum then
specified by such Existing Owner), and/or

© the principal amount of Series 2004C Bonds, if any, held by such Existing
Owner which such Existing Owner irrevocably offers to sell on the next succeeding Interest
Payment Date (or on the same day in the case of a daily Auction Period) without regard to the rate
determined by the Auction Procedures for the next succeeding Auction Period; and

(i1) for the purpose of implementing the Auctions and thereby to achieve the lowest possible
interest rate on the Series 2004C Bonds of any Subseries, the Broker-Dealers shall contact Potential
Owners, including Persons that are Existing Owners, to determine the principal amount of Series 2004C
Bonds of such Subseries, if any, which each such Potential Owner irrevocably offers to purchase if the rate
determined by the Auction Procedures for the next succeeding Auction Period is not less than the rate per
annum then specified by such Potential Owner.

For the purposes hereof an Order containing the information referred to in clause (i)(A) above is herein
referred to as a “Hold Order”, an Order containing the information referred to in clause (i)(B) or (ii) above is herein
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referred to as a “Bid”, and an Order containing the information referred to in clause (i)(C) above is herein referred to
as a “Sell Order.”

(b) (1) A Bid by an Existing Owner shall constitute an irrevocable offer to sell:

(A) the principal amount of Series 2004C Bonds specified in such Bid if the rate
determined by the Auction Procedures on such Auction Date shall be less than the rate specified
therein; or

(B) such principal amount or a lesser principal amount of Series 2004C Bonds to be
determined as described in subsection (a)(v) under the caption “Auction Procedures—Allocation
of Series 2004C Bonds of any Subseries” below if the rate determined by the Auction Procedures
on such Auction Date shall be equal to such specified rate; or

© a lesser principal amount of Series 2004C Bonds to be determined as described
in subsection (b)(iv) under the caption “Auction Procedures—Allocation of Series 2004C Bonds
of any Subseries” below if such specified rate shall be higher than the Maximum Auction Rate and
Sufficient Clearing Bids do not exist.

(i1) A Sell Order by an Existing Owner shall constitute an irrevocable offer to sell:
(A) the principal amount of Series 2004C Bonds specified in such Sell Order; or

(B) such principal amount or a lesser principal amount of Series 2004C Bonds as
described in subsection (b)(iv) under the caption “Auction Procedures—Allocation of
Series 2004C Bonds of any Subseries” below if Sufficient Clearing Bids do not exist.

(ii1) A Bid by a Potential Owner shall constitute an irrevocable offer to purchase:

(A) the principal amount of Series 2004C Bonds of any Subseries specified in such
Bid if the rate determined by the Auction Procedures on such Auction Date shall be higher than
the rate specified therein; or

(B) such principal amount or a lesser principal amount of Series 2004C Bonds of
any Subseries as described in subsection (a)(vi)under the caption “Auction Procedures—
Allocation of Series 2004C Bonds of any Subseries” below if the rate determined by the Auction
Procedures on such Auction Date shall be equal to such specified rate.

() Anything herein to the contrary notwithstanding:

(1) for purposes of any Auction, any Order which specifies Series 2004C Bonds to be held,
purchased or sold in a principal amount which is not $25,000 or an integral multiple thereof shall be
rounded down to the nearest $25,000, and the Auction Agent shall conduct the Auction Procedures as if
such Order had been submitted in such lower amount;

(ii) for purposes of any Auction other than during a daily Auction Period, any portion of an
Order of an Existing Owner which relates to a Series 2004C Bond which has been called for redemption on
or prior to the Interest Payment Date next succeeding such Auction shall be invalid with respect to such
portion and the Auction Agent shall conduct the Auction Procedures as if such portion of such Order had
not been submitted;

(iii) for purposes of any Auction other than during a daily Auction Period, no portion of a

Series 2004C Bond which has been called for redemption on or prior to the Interest Payment Date next
succeeding such Auction shall be included in the calculation of Available Bonds for such Auction; and
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(iv) the Auction Procedures shall be suspended during the period commencing on the date of
the Auction Agent’s receipt of notice from the Trustee or the NMFA of the occurrence of an Event of
Default resulting from a failure to pay principal, premium or interest on any Series 2004C Bond when due
(provided, however, that for purposes of this provision only payment by the Bond Insurer shall be deemed
to cure such Event of Default and no suspension of the Auction Procedures shall occur) but shall resume
two Business Days after the date on which the Auction Agent receives notice from the Trustee that such
Event of Default has been waived or cured, with the next Auction to occur on the next regularly scheduled
Auction Date occurring thereafter.

Submission of Orders by Broker-Dealers to Auction Agent.

(a) Each Broker-Dealer shall submit to the Auction Agent in writing or by such other method as shall
be reasonably acceptable to the Auction Agent, including such electronic communication acceptable to the parties,
prior to the Submission Deadline on each Auction Date, all Orders obtained by such Broker-Dealer and specifying,
if requested, with respect to each Order:

(1) the name of the Bidder placing such Order;

(i1) the aggregate principal amount of Series 2004C Bonds of any Subseries, if any, that are
the subject of such Order;

(iii) to the extent that such Bidder is an Existing Owner:

(A) the principal amount of Series 2004C Bonds of any Subseries, if any, subject to
any Hold Order placed by such Existing Owner;

(B) the principal amount of Series 2004C Bonds of any Subseries, if any, subject to
any Bid placed by such Existing Owner and the rate specified in such Bid; and

© the principal amount of Series 2004C Bonds of any Subseries, if any, subject to
any Sell Order placed by such Existing Owner;

(iv) to the extent such Bidder is a Potential Owner, the rate specified in such Bid.

(b) If any rate specified in any Bid contains more than three figures to the right of the decimal point,
the Auction Agent shall round such rate up to the next highest one thousandth of one percent (0.001%).

() If an Order or Orders covering all of the Series 2004C Bonds of any Subseries held by an Existing
Owner is not submitted to the Auction Agent prior to the Submission Deadline, the Auction Agent shall deem a
Hold Order to have been submitted on behalf of such Existing Owner covering the principal amount of Series 2004C
Bonds of such Subseries held by such Existing Owner and not subject to Orders submitted to the Auction Agent;
provided, however, that if there is a conversion from one Auction Period to another Auction Period and Orders have
not been submitted to the Auction Agent prior to the Submission Deadline covering the aggregate principal amount
of Series 2004C Bonds of such Subseries to be converted held by such Existing Owner, the Auction Agent shall
deem a Sell Order to have been submitted on behalf of such Existing Owner covering the principal amount of Series
2004C Bonds of such Subseries to be converted held by such Existing Owner not subject to Orders submitted to the
Auction Agent.

(d) If one or more Orders covering in the aggregate more than the principal amount of Outstanding
Series 2004C Bonds of any Subseries held by any Existing Owner are submitted to the Auction Agent, such Orders

shall be considered valid as follows:

(1) all Hold Orders shall be considered Hold Orders, but only up to and including in the
aggregate the principal amount of Series 2004C Bonds of such Subseries held by such Existing Owner;
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(i1) (A) any Bid of an Existing Owner shall be considered valid as a Bid of an Existing
Owner up to and including the excess of the principal amount of Series 2004C Bonds of any
Subseries held by such Existing Owner over the principal amount of the Series 2004C Bonds of
such Subseries subject to Hold Orders referred to in paragraph (i) above;

(B) subject to clause (A) above, all Bids of an Existing Owner with the same rate
shall be aggregated and considered a single Bid of an Existing Owner up to and including the
excess of the principal amount of Series 2004C Bonds of such Subseries held by such Existing
Owner over the principal amount of Series 2004C Bonds of such Subseries held by such Existing
Owner subject to Hold Orders referred to in paragraph (i) above;

© subject to clause (A) above, if more than one Bid with different rates is
submitted on behalf of such Existing Owner, such Bids shall be considered Bids of an Existing
Owner in the ascending order of their respective rates up to the amount of the excess of the
principal amount of Series 2004C Bonds of such Subseries held by such Existing Owner over the
principal amount of Series 2004C Bonds of such Subseries held by such Existing Owner subject
to Hold Orders referred to in paragraph (i) above; and

(D) the principal amount, if any, of such Series 2004C Bonds of such Subseries
subject to Bids not considered to be Bids of an Existing Owner under this paragraph (ii) shall be
treated as the subject of a Bid by a Potential Owner;

(iii) all Sell Orders shall be considered Sell Orders, but only up to and including a principal
amount of Series 2004C Bonds of such Subseries equal to the excess of the principal amount of Series
2004C Bonds of such Subseries held by such Existing Owner over the sum of the principal amount of the
Series 2004C Bonds of such Subseries considered to be subject to Hold Orders pursuant to paragraph (i)
above and the principal amount of Series 2004C Bonds of such Subseries considered to be subject to Bids
of such Existing Owner pursuant to paragraph (ii) above.

(e) If more than one Bid is submitted on behalf of any Potential Owner, each Bid submitted with the
same rate shall be aggregated and considered a single Bid and each Bid submitted with a different rate shall be
considered a separate Bid with the rate and the principal amount of Series 2004C Bonds of such Subseries specified
therein.

® Neither the NMFA, the Trustee nor the Auction Agent shall be responsible for the failure of any
Broker-Dealer to submit an Order to the Auction Agent on behalf of any Existing Owner or Potential Owner.

Determination of Auction Period Rate.

(a) Not later than 9:30 a.m., New York City time, on each Auction Date, the Auction Agent shall
advise the Broker-Dealers and the Trustee by telephone or other electronic communication acceptable to the parties
of the All Hold Rate, the Maximum Auction Rate and the Index for the Series 2004C of such Subseries.

(b) Promptly after the Submission Deadline on each Auction Date, the Auction Agent shall assemble
all Orders submitted or deemed submitted to it by the Broker-Dealers (each such Order as submitted or deemed
submitted by a Broker-Dealer being hereinafter referred to as a “Submitted Hold Order,” a “Submitted Bid” or a
“Submitted Sell Order,” as the case may be, and collectively as a “Submitted Order”) and shall determine (i) the
Available Bonds, (ii) whether there are Sufficient Clearing Bids, and (iii) the Auction Rate.

(c) Promptly after the Auction Agent has made the determinations pursuant to subsection (b) above
the Auction Agent shall advise the Trustee by telephone (promptly confirmed in writing), telex or facsimile
transmission or other electronic communication acceptable to the parties of the Auction Rate for the next succeeding
Auction Period and the Trustee shall promptly notify DTC of such Auction Rate.
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(d) In the event the Auction Agent shall fail to calculate or, for any reason, fails to provide the
Auction Rate for any Auction Period, (i) if the preceding Auction Period was a period of 35 days or less, the new
Auction Period shall be the same as the preceding Auction Period and the Auction Period Rate for the new Auction
Period shall be the same as the Auction Period Rate for the preceding Auction Period, and (ii) if the preceding
Auction Period was a period of greater than 35 days, the preceding Auction Period shall be extended to the next
Tuesday (or if such Tuesday is not followed by a Business Day then to the next succeeding day which is followed by
a Business Day) and the Auction Period Rate in effect for the preceding Auction Period will continue in effect for
the Auction Period as so extended. In the event Auction Period is extended as set forth in clause (ii) of the
preceding sentence, an Auction shall be held on the last Business Day of the Auction Period as so extend to take
effect for an Auction Period beginning on the Business Day immediately following the last day of the Auction
Period as extended which Auction Period will end on the date it would otherwise have ended on had the prior
Auction Period not been extended.

(e) In the event of a failed conversion to a Variable Rate Period, a Commercial Paper Rate Period or a
Fixed Rate Period or in the event of a failure to change the length of the current Auction Period due to the lack of
Sufficient Clearing Bids at the Auction on the Auction Date for the first new Auction Period, the Auction Period
Rate for the next Auction Period shall be the Maximum Auction Rate and the Auction Period shall be a seven-day
Auction Period.

® If the Series 2004C Bonds of any Subseries are not rated or are not registered in the name of the
Securities Depository, then the Auction Period Rate shall be the Maximum Auction Rate.

Allocation of Series 2004C Bonds of any Subseries.

(a) In the event of Sufficient Clearing Bids, subject to the further provisions of subsections (c) and (d)
below, Submitted Orders shall be accepted or rejected as follows in the following order of priority:

(1) the Submitted Hold Order of each Existing Owner shall be accepted, thus requiring each
such Existing Owner to continue to hold the Series 2004C Bonds of any Subseries that are the subject of
such Submitted Hold Order;

(i1) the Submitted Sell Order of each Existing Owner shall be accepted and the Submitted Bid
of each Existing Owner specifying any rate that is higher than the Winning Bid Rate shall be rejected, thus
requiring each such Existing Owner to sell the Series 2004C Bonds of any Subseries that are the subject of
such Submitted Sell Order or Submitted Bid;

(iii) the Submitted Bid of each Existing Owner specifying any rate that is lower than the
Winning Bid Rate shall be accepted, thus requiring each such Existing Owner to continue to hold the Series
2004C Bonds of any Subseries that are the subject of such Submitted Bid;

>iv) the Submitted Bid of each Potential Owner specifying any rate that is lower than the
Winning Bid Rate shall be accepted, thus requiring each such Potential Owner to purchase the Series
2004C Bonds of any Subseries that are the subject of such Submitted Bid;

(v) the Submitted Bid of each Existing Owner specifying a rate that is equal to the Winning
Bid Rate shall be accepted, thus requiring each such Existing Owner to continue to hold the Series 2004C
Bonds of any Subseries that are the subject of such Submitted Bid, but only up to and including the
principal amount of Series 2004C Bonds of such Subseries obtained by multiplying (A) the aggregate
principal amount of Outstanding Series 2004C Bonds of such Subseries which are not the subject of
Submitted Hold Orders described in paragraph (i) above or of Submitted Bids described in paragraphs (iii)
or (iv) above by (B) a fraction the numerator of which shall be the principal amount of Outstanding Series
2004C Bonds of such Subseries held by such Existing Owner subject to such Submitted Bid and the
denominator of which shall be the aggregate principal amount of Outstanding Series 2004C Bonds of such
Subseries subject to such Submitted Bids made by all such Existing Owners that specified a rate equal to
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the Winning Bid Rate, and the remainder, if any, of such Submitted Bid shall be rejected, thus requiring
each such Existing Owner to sell any excess amount of Series 2004C Bonds of such Subseries;

(vi) the Submitted Bid of each Potential Owner specifying a rate that is equal to the Winning
Bid Rate shall be accepted, thus requiring each such Potential Owner to purchase the Series 2004C Bonds
of any Subseries that are the subject of such Submitted Bid, but only in an amount equal to the principal
amount of Series 2004C Bonds of such Subseries obtained by multiplying (A) the aggregate principal
amount of Outstanding Series 2004C Bonds of such Subseries which are not the subject of Submitted Hold
Orders described in paragraph (i) above or of Submitted Bids described in paragraphs (iii), (iv) or (v) above
by (B) a fraction the numerator of which shall be the principal amount of Outstanding Series 2004C Bonds
of such Subseries subject to such Submitted Bid and the denominator of which shall be the sum of the
aggregate principal amount of Outstanding Series 2004C Bonds of such Subseries subject to such
Submitted Bids made by all such Potential Owners that specified a rate equal to the Winning Bid Rate, and
the remainder of such Submitted Bid shall be rejected; and

(vii) the Submitted Bid of each Potential Owner specifying any rate that is higher than the
Winning Bid Rate shall be rejected.

(b) In the event there are not Sufficient Clearing Bids, subject to the further provisions of subsections
(c) and (d) below, Submitted Orders shall be accepted or rejected as follows in the following order of priority:

(1) the Submitted Hold Order of each Existing Owner shall be accepted, thus requiring each
such Existing Owner to continue to hold the Series 2004C Bonds of any Subseries that are the subject of
such Submitted Hold Order;

(i1) the Submitted Bid of each Existing Owner specifying any rate that is not higher than the
Maximum Auction Rate shall be accepted, thus requiring each such Existing Owner to continue to hold the
Series 2004C Bonds of any Subseries that are the subject of such Submitted Bid;

(ii1) the Submitted Bid of each Potential Owner specifying any rate that is not higher than the
Maximum Auction Rate shall be accepted, thus requiring each such Potential Owner to purchase the Series
2004C Bonds of any Subseries that are the subject of such Submitted Bid;

(iv) the Submitted Sell Orders of each Existing Owner shall be accepted as Submitted Sell
Orders and the Submitted Bids of each Existing Owner specifying any rate that is higher than the
Maximum Auction Rate shall be deemed to be and shall be accepted as Submitted Sell Orders, in both
cases only up to and including the principal amount of Series 2004C Bonds of such Subseries obtained by
multiplying (A) the aggregate principal amount of Series 2004C Bonds of such Subseries subject to
Submitted Bids described in paragraph (iii) of this subsection (b) by (B) a fraction the numerator of which
shall be the principal amount of Outstanding Series 2004C Bonds of such Subseries held by such Existing
Owner subject to such Submitted Sell Order or such Submitted Bid deemed to be a Submitted Sell Order
and the denominator of which shall be the principal amount of Outstanding Series 2004C Bonds of such
Subseries subject to all such Submitted Sell Orders and such Submitted Bids deemed to be Submitted Sell
Orders, and the remainder of each such Submitted Sell Order or Submitted Bid shall be deemed to be and
shall be accepted as a Hold Order and each such Existing Owner shall be required to continue to hold such
excess amount of Series 2004C Bonds of such Subseries; and

(v) the Submitted Bid of each Potential Owner specifying any rate that is higher than the
Maximum Auction Rate shall be rejected.

(©) If, as a result of the procedures described in subsection (a) or (b) above, any Existing Owner or
Potential Owner would be required to purchase or sell an aggregate principal amount of Series 2004C Bonds of such
Subseries which is not an integral multiple of $25,000 on any Auction Date, the Auction Agent shall by lot, in such
manner as it shall determine in its sole discretion, round up or down the principal amount of Series 2004C Bonds of
such Subseries to be purchased or sold by any Existing Owner or Potential Owner on such Auction Date so that the
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aggregate principal amount of Series 2004C Bonds of such Subseries purchased or sold by each Existing Owner or
Potential Owner on such Auction Date shall be an integral multiple of $25,000, even if such allocation results in one
or more of such Existing Owners or Potential Owners not purchasing or selling any Series 2004C Bonds of such
Subseries on such Auction Date.

(d) If, as a result of the procedures described in subsection (a) above, any Potential Owner would be
required to purchase less than $25,000 in principal amount of Series 2004C Bonds of such Subseries on any Auction
Date, the Auction Agent shall by lot, in such manner as it shall determine in its sole discretion, allocate Series
2004C Bonds of such Subseries for purchase among Potential Owners so that the principal amount of Auction
purchased on such Auction Date by any Potential Owner shall be an integral multiple of $25,000, even if such
allocation results in one or more of such Potential Owners not purchasing Series 2004C Bonds of such Subseries on
such Auction Date.

Notice of Auction Period Rate.

(a) On each Auction Date, the Auction Agent shall notify by telephone or other telecommunication
device or other electronic communication acceptable to the parties or in writing each Broker-Dealer that participated
in the Auction held on such Auction Date of the following:

(1) the Auction Period Rate determined on such Auction Date for the succeeding Auction
Period;

(i1) whether Sufficient Clearing Bids existed for the determination of the Winning Bid Rate;

(iii) if such Broker-Dealer submitted a Bid or a Sell Order on behalf of an Existing Owner,
whether such Bid or Sell Order was accepted or rejected and the principal amount of Series 2004C Bonds,
if any, to be sold by such Existing Owner;

>iv) if such Broker-Dealer submitted a Bid on behalf of a Potential Owner, whether such Bid
was accepted or rejected and the principal amount of Series 2004C Bonds, if any, to be purchased by such
Potential Owner;

v) if the aggregate principal amount of the Series 2004C Bonds of any Subseries to be sold
by all Existing Owners on whose behalf such Broker-Dealer submitted Bids or Sell Orders is different from
the aggregate principal amount of Series 2004C Bonds of such Subseries to be purchased by all Potential
Owners on whose behalf such Broker-Dealer submitted a Bid, the name or names of one or more Broker-
Dealers (and the Agent Member, if any, of each such other Broker-Dealer) and the principal amount of
Series 2004C Bonds of such Subseries to be (A) purchased from one or more Existing Owners on whose
behalf such other Broker-Dealers submitted Bids or Sell Orders or (B) sold to one or more Potential
Owners on whose behalf such Broker-Dealer submitted Bids; and

(vi) the immediately succeeding Auction Date.

(b) On each Auction Date, each Broker-Dealer that submitted an Order on behalf of any Existing
Owner or Potential Owner shall: (i) advise each Existing Owner and Potential Owner on whose behalf such Broker-
Dealer submitted an Order as to (A) the Auction Period Rate determined on such Auction Date, (B) whether any Bid
or Sell Order submitted on behalf of each such Owner was accepted or rejected and (C) the immediately succeeding
Auction Date; (ii) instruct each Potential Owner on whose behalf such Broker-Dealer submitted a Bid that was
accepted, in whole or in part, to instruct such Existing Owner’s Agent Member to pay to such Broker-Dealer (or its
Agent Member) through the Securities Depository the amount necessary to purchase the principal amount of Series
2004C Bonds to be purchased pursuant to such Bid (including, with respect to the Series 2004C Bonds in a daily
Auction Period, accrued interest if the purchase date is not an Interest Payment Date for such Bond) against receipt
of such Series 2004C Bonds; and (iii) instruct each Existing Owner on whose behalf such Broker-Dealer submitted a
Sell Order that was accepted or a Bid that was rejected in whole or in part, to instruct such Existing Owner’s Agent



Member to deliver to such Broker-Dealer (or its Agent Member) through the Securities Depository the principal
amount of Series 2004C Bonds to be sold pursuant to such Bid or Sell Order against payment therefor.

Index.

(a) The Index on any Auction Date with respect to Series 2004C Bonds of any Subseries in any
Auction Period of 95 days or less shall be LIBOR on such date. The Index with respect to Series 2004C Bonds of
any Subseries in any Auction Period 95 days or more shall be the rate on United States Treasury Securities having a
maturity which most closely approximates the length of the Auction Period as last published in The Wall Street
Journal. If either rate is unavailable, the Index shall be an index or rate agreed to by all Broker-Dealers and
consented to by the Auction Agent and the NMFA.

(b) If for any reason on any Auction Date the Index shall not be determined as hereinabove provided
in this Section, the Index shall be the Index for the Auction Period ending on such Auction Date.

(©) The determination of the Index as provided herein shall be conclusive and binding upon the
NMFA, the Trustee, the Broker-Dealers, the Auction Agent and the Owners of the Series 2004C Bonds of such

Subseries.

Miscellaneous Provisions Regarding Auctions.

(a) In Exhibit B to Second Series Indenture, each reference to the purchase, sale or holding of Series
2004C Bonds shall refer to beneficial interests in Series 2004C Bonds, unless the context clearly requires otherwise.

(b) During an Auction Rate Period, the provisions of the Indenture and the definitions contained
therein and described in this Appendix F, including without limitation the definitions of Default Rate, All Hold Rate,
Index, Auction Multiple and Auction Rate, may be amended pursuant to the Indenture by obtaining the consent of
the owners of all Outstanding Series 2004C Bonds of any Subseries bearing interest at the Auction Period Rate as
follows. If on the first Auction Date occurring at least 20 days after the date on which the Trustee mailed notice of
such proposed amendment to the registered owners of the Outstanding Series 2004C Bonds of such Subseries as
required by the Indenture, (i) the Auction Period Rate which is determined on such date is the Winning Bid Rate and
(i1) there is delivered to the NMFA and the Trustee an opinion of Bond Counsel to the effect that such amendment
shall not adversely affect the validity of the Series 2004C Bonds or any exemption from federal income tax to which
the interest on the Series 2004C Bonds would otherwise be entitled, the proposed amendment shall be deemed to
have been consented to by the owners of all affected Outstanding Series 2004C Bonds of such Subseries bearing
interest at Auction Period Rate.

(c) If the Securities Depository notifies the NMFA that it is unwilling or unable to continue as owner
of the Series 2004C Bonds or if at any time the Securities Depository shall no longer be registered or in good
standing under the Securities Exchange Act of 1934, as amended, or other applicable statute or regulation and a
successor to the Securities Depository is not appointed by the NMFA within 90 days after the NMFA receives notice
or becomes aware of such condition, as the case may be, the NMFA shall execute and the Trustee shall authenticate
and deliver certificates representing the Series 2004C Bonds. Such Series 2004C Bonds shall be registered in such
names and authorized denominations as the Securities Depository, pursuant to instructions from the Agent Members
or otherwise, shall instruct the NMFA and the Trustee.

During an Auction Rate Period, so long as the ownership of the Series 2004C Bonds of any Subseries is
maintained in book-entry form by the Securities Depository, an Existing Owner or a beneficial owner may sell,
transfer or otherwise dispose of a Series 2004C Bond of such Subseries only pursuant to a Bid or Sell Order in
accordance with the Auction Procedures or to or through a Broker-Dealer, provided that (i) in the case of all
transfers other than pursuant to Auctions such Existing Owner or its Broker-Dealer or its Agent Member advises the
Auction Agent of such transfer and (ii) a sale, transfer or other disposition of Series 2004C Bonds of such Subseries
from a customer of a Broker-Dealer who is listed on the records of that Broker-Dealer as the holder of such Series
2004C Bonds of such Subseries to that Broker-Dealer or another customer of that Broker-Dealer shall not be
deemed to be a sale, transfer or other disposition for purposes of this paragraph if such Broker-Dealer remains the
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Existing Owner of the Series 2004C Bonds of such Subseries so sold, transferred or disposed of immediately after
such sale, transfer or disposition.

Changes in Auction Period or Auction Date.

(a) Changes in Auction Period.

(1) During any Auction Rate Period, the NMFA may, from time to time on the last Interest
Payment Date of any Auction Period, change the length of the Auction Period with respect to all of the
Series 2004C Bonds of any Subseries among daily, seven-days, 28-days, 35-days, three months, six months
and a Flexible Auction Period in order 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 such Series 2004C Bonds of
such Subseries. The NMFA shall initiate the change in the length of the Auction Period by giving written
notice to the Trustee, the Bond Insurer, the Auction Agent, the Broker-Dealers and the Securities
Depository that the Auction Period shall change if the conditions described herein are satisfied and the
proposed effective date of the change, at least 10 Business Days prior to the Auction Date for such Auction
Period.

(i1) Any such changed Auction Period shall be for a period of one day, seven-days, 28-days,
35-days, three months, six months or a Flexible Auction Period and shall be for all of the Series 2004C
Bonds of such Subseries in an Auction Rate Period.

(iii) The change in the length of the Auction Period shall not be allowed unless Sufficient
Clearing Bids existed at both the Auction before the date on which the notice of the proposed change was
given as provided in this subsection (a) and the Auction immediately preceding the proposed change.

@iv) The change in length of the Auction Period shall take effect only if (A) the Trustee and
the Auction Agent receive, by 11:00 a.m., New York City time, on the Business Day before the Auction
Date for the first such Auction Period, a certificate from the NMFA consenting to the change in the length
of the Auction Period specified in such certificate and (B) Sufficient Clearing Bids exist at the Auction on
the Auction Date for such first Auction Period. For purposes of the Auction for such first Auction Period
only, each Existing Owner shall be deemed to have submitted Sell Orders with respect to all of its Series
2004C Bonds of any Subseries except to the extent such Existing Owner submits an Order with respect to
such Bonds. If the condition referred to in (A) above is not met, the Auction Rate for the next Auction
Period shall be determined pursuant to the Auction Procedures and the Auction Period shall be the Auction
Period 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 for the next Auction Period shall be the
Maximum Auction Rate, and the Auction Period shall be a seven-day Auction Period.

(b) Changes in Auction Date. During any Auction Rate Period, the Auction Agent, with the written
consent of the NMFA, 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
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 on the Series 2004C Bonds of any Subseries. The Auction Agent shall provide notice of its
determination to specify an earlier Auction Date for an Auction Period by means of a written notice delivered at
least 45 days prior to the proposed changed Auction Date to the Trustee, the NMFA, the Broker-Dealers and the
Securities Depository.

Auction Agent
Auction Agent
(a) The Auction Agent shall be appointed by the Trustee at the written direction of the NMFA, to

perform the functions specified herein. The Auction Agent shall designate its Principal Office and signify its
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acceptance of the duties and obligations imposed upon it hereunder by a written instrument, delivered to the Trustee,
the NMFA and each Broker-Dealer which shall set forth such procedural and other matters relating to the
implementation of the Auction Procedures as shall be satisfactory to the NMFA and the Trustee.

(b) Subject to any applicable governmental restrictions, the Auction Agent may be or become the
owner of or trade in Series 2004C Bonds of any Subseries with the same rights as if such entity were not the Auction
Agent.

Qualifications of Auction Agent; Resignation; Removal. The Auction Agent shall be (a) a bank or trust
company organized under the laws of the United States or any state or territory thereof having a combined capital
stock, surplus and undivided profits of at least $30,000,000, or (b) a member of NASD having a capitalization of at
least $30,000,000 and, in either case, authorized by law to perform all the duties imposed upon it by this Indenture
and a member of or a participant in, the Securities Depository. The Auction Agent may at any time resign and be
discharged of the duties and obligations created by this Indenture by giving at least forty-five (45) days notice to the
NMFA, the Bond Insurer and the Trustee. The Auction Agent may be removed at any time by the NMFA by written
notice, delivered to the Auction Agent, the Bond Insurer and the Trustee. Upon any such resignation or removal, the
Trustee shall appoint a successor Auction Agent meeting the requirements of this section. In the event of the
resignation or removal of the Auction Agent, the Auction Agent shall pay over, assign and deliver any moneys and
Series 2004C Bonds held by it in such capacity to its successor. The Auction Agent shall continue to perform its
duties until its successor has been appointed by the Trustee. In the event that the Auction Agent has not been
compensated for its services, the Auction Agent may resign by giving thirty (30) days notice to the NMFA and the
Trustee even if a successor Auction Agent has not been appointed.
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APPENDIX G

FORM OF FINANCIAL GUARANTY INSURANCE POLICY
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Mbac Ambac Assurance Corporation

One State Street Plaza, 15th Floor
New York, New York 10004

Financial Guaranty Insurance Policy Telephone: (212) 668-0340
Obligor: Policy Number:
Obligations: Premium:

principal and interest which is then Due for Payment but is unpaid. Upon such disburser
the surrendered Obligations and/or coupons and shall be fully subrogated to all of th

with an instrument of assignment, in form satisfactory to Ambac and the ¢ : by the Holder or such
Holder’s duly authorized representative, so as to permit ownership of si bligati istered ip-the name of Ambac or its
nominee. The Insurance Trustee shall disburse interest to a Holder of, a\teg

interest in respect of which the insurance disburse
payment on registered Obligations to the extent o

ant to the United States Bankruptcy Code in accordance with
a final, nonappealable order of a cg Holder will be entitled to payment from Ambac to the extent

of such recovery if sufficie

a coupon relatmg
the sched

This Poli¢y is-ne - The premium on this Policy is not refundable for any reason, including payment of the Obligations
prior to masuciey” This Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Ambac, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative.
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'ﬁgﬂ‘"cf ‘c‘o\\ >
AP0 R, per ;
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xS ——
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President 5,‘, SEAL Secretary
.‘ ..-.... R .:
Q\" “.W1sconsi.

Effective Date: Authorized Representative

THE BANK OF NEW YORK acknowledges that it has agreed
to perform the duties of Insurance Trustee under this Policy.

Form No.: 2B-0012 (1/01) G-1 Authorized Officer of Insurance Trustee
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