
















































































































































































































































































































































































































































































































































































































































































“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 or Series 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 Section 507 of the Master Indenture or Series 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 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 Article IX of 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:

(a) 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;

(b) 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;

(c) 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;

(d) 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;

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

® 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
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 Section 207 of the Master Indenture):

(1) The Authority and the Commission shall then be current in all accumulations required to
be made pursuant to Section 503 of 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: (v) 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 Section 207 of the Master
Indenture):

(1) The Authority and the Commission shall then be current in all accumulations required to
be made pursuant to Section 503 of 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 Sections 206(a), 206(b) or
206(c) of the Master Indenture shall be required and shall be conclusively presumed to be accurate in determining
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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 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
2) 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

@) 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 Section 504(a) of 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 in Sections 501(a) and 501(b) of the Master Indenture is not altered or
amended.
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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 Exhibit A to 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.

(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 or 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 established by the Master Indenture or any
Series Indenture.

Revenue Fund

(a) (i) 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, (ii) any moneys received as Counterparty Payments, and (iii) 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 Section 502(b) of 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 Outstanding (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 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, whenever such Senior Lien Bonds have been duly called for redemption, 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 subparagraph (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 may also be deposited to the Subordinate Lien
Principal Account, whenever such Subordinate Lien Bonds have been duly called for redemption,
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 subparagraph (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.

D 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



(c)

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.

) Tenth, to the Junior Subordinate Principal Account, whenever a Principal
Installment of Bonds subordinate to the Junior 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 Junior 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 such Junior 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 Junior Subordinate Lien Principal
Account, when added to any amount on deposit in the Junior 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 of such Junior 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 such
Bonds, (and related Repayment Obligations for a Credit Enhancement Facility or a Liquidity
Facility), deposits in the Junior Subordinate Lien 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 Junior Subordinate Lien Principal Account,
(1) 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 Junior Subordinate Lien 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 paragraphs (B) and (C), 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.

(d)

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 Section 606 of 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 Section 501 of 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 Accounts. Moneys in each respective Interest Account shall be applied to pay interest on
the related Bonds and any Repayment Obligations Authority Exchange Payments (other than Exchange Termination
Payments) relating thereto.

(c) Principal Accounts. Moneys in each respective Principal Account shall be applied to pay
Principal Installments on the related Bonds and any Repayment Obligations relating thereto 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. 1f, on any date that principal of or interest
on Senior Lien Bonds of any Series 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 of such Series 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 of any Series 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
Subordinate Lien Bonds of such Series shall be applied to pay the principal of and interest on the related
Subordinate Lien Bonds of such Series 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 of such Series 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 one or more Series of Bonds. Any moneys in
excess of the Debt Service Reserve Requirement, if any, for any related 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.

® 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 Master 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 thereafter 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

B-20



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.

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
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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.

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.
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(c) 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.

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

() 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 subparagraphs (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 Section 801 of 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
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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;

Second: With respect to the Senior Lien Bonds, to the payment to the Persons entitled thereto of
the unpaid principal of any such Senior Lien 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
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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.

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 in 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 Section 1101 of the Master Indenture, 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
Section 1101 of 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
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nor moneys deposited with the Trustee pursuant to Section 1101 of 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.

(c) 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 Article VII 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) in order:

(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
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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;

) 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 Sections 704, 705 and 706 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 Article VII 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 Section 706 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
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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.

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 in Section 704 of the Master Indenture, as set
out 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

() 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 Section 1102 of 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 Section 1102 of 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.
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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.

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 Section 704 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; 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 Master Indenture, no
amendment, supplement or modification to the Master Indenture that adversely affects any Qualified Counterparty
shall be effective without the prior written consent of such Qualified Counterparty.
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APPENDIX C
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 limited
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 Series 2006A Bonds do not constitute or give rise to a personal
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 2006 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 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 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 Legislature may be 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 36™ 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 12"
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.

Most of this population growth is occurring in or near the large cities. There are four Metropolitan

Statistical Areas (“MSAs”) in the State. The Albuquerque MSA is comprised of Bernalillo, Sandoval, Torrance and
Valencia Counties; the Las Cruces MSA is in Dofla Ana County; the Santa Fe MSA is in Santa Fe County and the
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Farmington MSA is in San Juan County. The fastest growing counties in the state are Torrance, Lincoln, Valencia,
Sandoval, Catron and Luna.

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 2005, the value of
energy resources production (crude petroleum, natural gas and coal) was approximately $11.886 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 fourth quarter of 2005.

State of New Mexico
Employment by Industry Group®
Fourth Quarter, 2005

Industry Employment
Agriculture, Forestry, Fishing & Hunting 12,381
Mining 17,772
Utilities 5,748
Construction 58,410
Manufacturing 37,432
Wholesale Trade 22,918
Retail Trade 96,868
Transportation and Warehousing 20,048
Information 15,183
Finance and Insurance 24,048
Real Estate and Rental and Leasing 11,152
Professional and Technical Services 43,256
Management of Companies and Enterprises 5,522
Administrative and Waste Services 46,691
Educational Services 82,785
Health Care and Social Assistance 107,376
Arts, Entertainment and Recreation 17,706
Accommodation and Food Services 78,867
Other Services, Except Public Administration 21,612
Public Administration 58,822
Unclassified 461

M Employment is categorized using the North American Industry Classification System (NAICS).

Source: New Mexico Department of Labor, August 2006.
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State of New Mexico and United States
Wages and Salaries by NAICS Industry Sector
2004-2005~
(Thousands of Dollars)

New Mexico United States

2004 2005@ 2004 2005®

Farm Total $ 173,241 $ 194,000 $ 19,726,000 $ 22,064,000
Non Farm Private
Forestry, Fishing, Related

Activities & Other $80,593 $ 85,000 $17,213,000 $ 18,372,000
Mining 774,692 938,000 34,806,000 40,665,000
Utilities 225,456 245,000 41,031,000 43,213,000
Construction 1,640,782 1,874,000 292,657,000 318,640,000
Manufacturing 1,465,812 1,554,000 687,534,000 719,848,000
Wholesale Trade 899,181 962,000 305,857,000 326,678,000
Retail Trade 2,152,348 2,274,000 380,235,000 401,075,000
Transportation & Warehousing 729,437 774,000 172,057,000 182,251,000
Information 518,567 547,000 190,644,000 198,758,000
Finance & Insurance 942,346 982,000 422,180,000 442,132,000
Real Estate & Rental & Leasing 296,811 322,000 80,772,000 89,015,000
Professional & Technical Services 2,446,990 2,557,000 449,970,000 487,205,000
Management of Companics & 237,959 269,000 136,157,000 145,295,000

Enterprises
Administrative & Waste Services 1,116,330 1,198,000 214,708,000 234,433,000
Educational Services 221,635 243,000 84,793,000 90,942,000
Health Care & Social Assistance 2,742,166 2,961,000 532,315,000 568,702,000
Arts, Entertainment & Recreation 149,797 161,000 56,429,000 59,066,000
Accommodation & Food Services 982,477 1,046,000 169,272,000 181,230,000
Other Services, Except Public 780,615 837,000 169,532,000 179,156,000

Administration
Non Farm Government
Government & Government $ 7,911,645 $ 8,219,000 $ 926,012,000 $ 957,936,000

Enterprises

Non Farm Total

TOTAL

(1)
(2)

$26.315.639

$26.,488,880

$28.045.000

$28,238.000

Source: U.S. Department of Commerce, Bureau of Economic Analysis, July 2006.
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$5.364.,174,000

$5.383.900,000

$5.684.607,000

$5.,706.671,000

Revised State personal income estimates for 2001-2004 were released September 28, 2005. These estimates incorporate newly available State-level source data.
Currently only quarterly data is available for 2005. The annual figures represent the average of the quarterly data rounded to the nearest thousand.



State of New Mexico and United States
Civilian Labor Force, Employment and Unemployment

1996-2005
Civilian Labor Force Number Employed Unemployment Rate
NM as % of
Year N.M. U.S. (000s) N.M. U.S. (000s) N.M.® u.s.® U.S. Rate®
1996 812,862 133,944 751,826 126,708 7.5% 5.4% 139%
1997 822,627 136,297 768,596 129,558 6.6% 5.0% 135%
1998 835,879 137,673 783,661 131,464 6.2% 4.5% 138%
1999 839,988 139,368 793,052 133,488 5.6% 4.2% 133%
2000 852,293 142,583 810,024 136,891 5.0% 4.0% 125%
2001 863,682 143,734 821,003 136,934 4.9% 4.7% 104%
2002 875,631 144,863 827,303 136,485 5.5% 5.8% 95%
2003 893,118 146,510 840,422 137,736 5.9% 6.0% 98%
2004 914,538 147,401 862,422 139,252 5.7% 5.5% 104%
2005 935,888 149,320 886,724 141,730 5.3% 5.1% 104%
(”F@gurmto nearest tenth of a percent.
@ Figures rounded to nearest whole percent.
Source: U.S. Department of Labor, Bureau of Labor Statistics, July 2006.
State of New Mexico and United States
Per Capita Personal Income
1996-2005®
Per Capita Income Annual % Change
Year New Mexico U.s. NM as % of U.S.?) New Mexico®™ u.s.?
1996 19,029 24,175 79% 3.3% 4.8%
1997 19,698 25,334 78% 3.5% 4.8%
1998 20,656 26,883 77% 4.9% 6.1%
1999 21,042 27,939 75% 1.9% 3.9%
2000 22,134 29,845 74% 5.2% 6.8%
2001 24,085 30,574 79% 8.8% 2.4%
2002 24,246 30,810 79% 0.7% 0.8%
2003 24,892 31,484 79% 2.7% 2.2%
2004 26,184 33,050 79% 5.2% 4.7%
2005 27,644 34,586 80% 5.6% 4.6%

" Revised state personal income estimates for 2001-2004 were released September 28, 2005. These estimates incorporate newly available
state-level source data.

@ Figures rounded to nearest whole percent.

@ Figures rounded to nearest tenth of a percent.

@ Preliminary.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, July 2006.
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FORM OF OPINION OF BOND COUNSEL

October __, 2006
New Mexico Finance Authority
Santa Fe, New Mexico

Ladies and Gentlemen:

We have examined the transcript of proceedings (the “Transcript”) relating to the issuance by the New Mexico
Finance Authority (the “NMFA”) of (i) its $40,085,000 State Transportation Revenue and Refunding Revenue Bond
(Subordinate Lien), Series 2006B (the “2006B Bonds”), dated October 19, 2006, and being a series of bonds in
registered form maturing on June 15, 2007, December 15, 2007, and serially thereafter on December 15 of each year
through 2026, (ii) its $220,000,000 Adjustable Rate State Transportation Revenue Bonds (Subordinate Lien), Series
2006C (the “2006C Bonds™) and (iii) its $50,400,000 Adjustable Rate State Transportation Revenue Bonds
(Subordinate Lien), Series 2006D (Taxable) (the “2006D Bonds,” and together with the 2006B Bonds and the
2006C Bonds, the “2006 Subordinate Lien Bonds™). The 2006B Bonds and the 2006C Bonds are being issued for
the purpose of providing funds for certain transportation projects authorized by the New Mexico State Legislature as
determined by the New Mexico State Transportation Commission (the “Commission”) and the New Mexico
Department of Transportation (the “Department’). Proceeds of the 2006B Bonds will also be used to refund and
restructure outstanding bonds of the Commission. The 2006D Bonds are being issued for the purpose of providing
funds for an escrow required to be maintained by the Department pursuant to a Joint Use Agreement between the
Department and the BNSF Railway Company.

The NMFA is a public body politic and corporate created by and existing under the New Mexico Finance Authority
Act, Sections 6-21-1 et seq., NMSA 1978, as amended and supplemented (the “NMFA Act”). The 2006
Subordinate Lien Bonds are being issued pursuant to the August 17, 2006 direction of the Commission, 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)
(the “GRIP Financing Legislation”), the NMFA Act, resolutions adopted by the NMFA on August 24, 2006 and on
September 28, 2006 (collectively, the “Resolutions™), the Master Indenture of Trust dated as of May 1, 2004 (the
“Master Indenture”) between the NMFA and Bank of Albuquerque, N.A., as trustee (the “Trustee”) and the Fourth
Series Indenture of Trust dated as of October 1, 2006 (the “Fourth Series Indenture” and collectively with the Master
Indenture, the “Indenture”) between the NMFA and the Trustee. Capitalized terms not otherwise defined herein
shall have the meanings set forth in the Indenture.

We have examined the provisions of the NMFA Act, the GRIP Financing Legislation, the Resolutions, the
Indenture, and an executed bond of the first maturity of each series of the 2006 Subordinate Lien Bonds. We have
also made such further inquiries and investigations and have examined such further documents and matters as we
have considered necessary in rendering this opinion. 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 on our examination, we are of the opinion that, under the law existing on the date of this opinion:

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 of New
Mexico and has lawful authority to issue the 2006 Subordinate Lien 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 2006
Subordinate Lien 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 2006 Subordinate Lien
Bonds on a parity with other Subordinate Lien Bonds issued or to be issued under the Indenture, and with a lien
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subordinate to the lien of thereon of the Senior Lien Bonds issued or to be issued under the Indenture, subject to the
provisions of the Indenture permitting the application thereof for the purposes and on the terms and conditions set
forth in the Indenture.

4. The 2006 Subordinate Lien 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
constitute a debt or liability of the State or any 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 and obligations under the 2006 Subordinate Lien Bonds, the Resolutions and the
Indenture and their enforceability may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent
conveyance, moratorium and other laws relating to or affecting creditors' rights, to the application of equitable
principles, to the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies against
the NMFA;

(b) we undertake no responsibility for the accuracy, completeness or fairness of the Official Statement
or other offering material relating to the 2006 Subordinate Lien Bonds and express herein no opinion relating
thereto;

() we express no opinion as to the validity or enforceability of, or the security provided by, the bond
insurance policy issued by XL Capital Assurance Inc. with respect to the 2006 Subordinate Lien Bonds;

(d) 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;

(e) our opinion is limited to the maters expressly set forth herein and we express no opinion
concerning any other matters;

® 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;

(g) 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 2006
Subordinate Lien Bonds; and

(h) we express no opinion with respect to any indemnification, contribution, penalty, choice of law,
choice of forum or waiver provisions contained in the documents described herein.

Very truly yours,

SUTIN, THAYER & BROWNE
A Professional Corporation



FORM OF OPINION OF SPECIAL TAX COUNSEL

Upon the issuance of the 2006 Subordinate Lien 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:

October __, 2006
New Mexico Finance Authority
Santa Fe, New Mexico 87501

Re: New Mexico Finance Authority State Transportation Revenue and Refunding Revenue Bonds (Subordinate
Lien), Series 2006B
New Mexico Finance Authority Adjustable Rate State Transportation Revenue Bonds (Subordinate Lien),
Series 2006C
New Mexico Finance Authority Adjustable Rate State Transportation Revenue Bonds (Subordinate Lien),
Series 2006D (Taxable)

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 (a) State Transportation Revenue and Refunding Revenue Bonds (Subordinate
Lien), Series 2006B in the aggregate principal amount of $40,085,000 (the “Series 2006B Bonds™), (b) Adjustable
Rate State Transportation Revenue Bonds (Subordinate Lien), Series 2006C in the aggregate principal amount of
$200,000,000 (the “Series 2006C Bonds”), and (c¢) Adjustable Rate State Transportation Revenue Bonds
(Subordinate Lien), Series 2006D (Taxable) in the aggregate principal amount of $50,400,000 (the “Series 2006D
Bonds” and, collectively with the Series 2006B Bonds and Series 2006C Bonds, the “2006 Subordinate Lien
Bonds™). The 2006 Subordinate Lien Bonds are being issued for the purpose of providing funds to (i) pay the costs
of certain transportation projects, (ii) refund certain outstanding bonds and (iii) pay costs of issuance.

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 2006 Subordinate Lien Bonds,
we are relying upon the opinion of Sutin, Thayer & Browne A Professional Corporation, 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 2006B Bonds and the Series 2006C 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 2006B Bonds and the Series 2006C Bonds to become
includible in gross income for federal income tax purposes retroactive to the date of issuance of the Series 2006B
Bonds and the Series 2006C 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 2006B Bonds and the Series 2006C 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 2006B Bonds and the Series 2006C 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 2006D Bonds is not excludable from gross income for federal income tax
purposes.
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3. Interest on the 2006 Subordinate Lien 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 2006 Subordinate Lien Bonds; and

(b) although we have rendered an opinion that interest on the Series 2006B Bonds and the
Series 2006C Bonds is excludable from gross income for federal income tax purposes, the ownership or
disposition of or the accrual or receipt of interest on, the 2006 Subordinate Lien 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 2006 Subordinate Lien Bonds.

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, New York, NY, will act as securities depository for the Series 2006 Subordinate Lien Bonds. The
2006 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 2006 Subordinate Lien Bonds, each in the
aggregate principal amount of such maturity, and will be deposited with 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 2.2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 100 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, Fixed Income Clearing Corporation and
Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the
New York Stock Exchange Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest
rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of 2006 Subordinate Lien Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2006 Subordinate Lien Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Series 2006A 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 2006 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
2006 Subordinate Lien Bonds, except in the event that use of the book-entry system for the 2006 Subordinate Lien
Bonds is discontinued.

To facilitate subsequent transfers, all 2006 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 2006 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 2006 Subordinate Lien Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Series 2004A 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.

E-1



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 2006 Subordinate Lien Bonds are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to
be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the 2006
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
2006 Subordinate Lien Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the 2006 Subordinate Lien Bonds will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information
from 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
redemption proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of 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.

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 the NMFA does not have
responsibility for distributing such notices to the Beneficial Owners.

The NMFA 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 2006 Subordinate Lien Bonds; (c) the selection of the Beneficial Owners to
receive payment in the event of any partial redemption of the 2006 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 2006 Subordinate Lien
Bonds.

DTC may discontinue providing its services as securities depository with respect to the 2006 Subordinate
Lien Bonds at any time by giving reasonable notice to the NMFA or the Trustee. 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 only transfers through DTC (or a
successor securities depository). In that event, bond certificates will be printed and delivered to DTC.
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APPENDIX F
ARS PROCEDURES
Definitions

In addition to the words and terms elsewhere defined in the Fourth Series Indenture, the following words
and terms as used in this Appendix F and elsewhere in the Fourth Series Indenture have the following meanings with
respect to Series 2006C Bonds and Series 2006D 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, 60% of the ARS Index in effect on such Auction Date.

“ARS” means the Series 2006C Bonds of any Subseries and the Series 2006D Bonds of any Subseries
while they bear interest at the ARS Rate.

“ARS Index” has the meaning specified under “ARS Index” of this Appendix F.

“ARS Rate” means for each Subseries of the Series 2006C Bonds and Series 2006D Bonds, the rate of
interest to be borne by the Bonds of such Subseries during each Auction Period determined in accordance with the
Fourth Series Indenture as summarized under “Determination of ARS Rate” of this Appendix F; provided, however,
in no event may the ARS Rate exceed the Maximum Interest Rate.

“ARS Rate Conversion Date” means with respect to any Subseries of the Series 2006C Bonds and Series
2006D Bonds, the date on which the Bonds of such Subseries convert from an interest rate period other than an ARS
Rate Period and begin to bear interest at an ARS Rate.

“ARS Rate Period” means after the Initial Period any period of time commencing on the day following the
Initial Period to but not including a Conversion Date and the period from and including an ARS Rate Conversion
Date to but excluding the next Conversion Date.

“Auction” means each periodic implementation of the Auction Procedures.

“Auction Agent” means the auctioneer appointed in accordance the Indenture and the Auction Agreement
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 Fourth Series Indenture with respect
to the Series 2006C Bonds of any Subseries and to the Series 2006D 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, with respect to any Subseries of the Series 2006C Bonds or Series 2006D Bonds, (i)
if the Series 2006C Bonds or the Series 2006D Bonds of such Subseries are in a daily Auction Period, each Business
Day unless such day is the last Business Day prior to the conversion from a daily Auction Period to another Auction
Period, (ii) if the Series 2006C Bonds or the Series 2006D Bonds of such Subseries are in a Special Auction Period,
the last Business Day of the Special Auction Period, and (iii) if the Series 2006C Bonds or the Series 2006D Bonds
of such Subseries are in any other Auction Period, the Business Day next preceding each Interest Payment Date for
such Series 2006C Bonds or Series 2006D Bonds of such Subseries (whether or not an Auction shall be conducted
on such date); provided, however, that the last Auction Date with respect to a Subseries of the Series 2006C Bonds
or the Series 2006D Bonds in an Auction Period other than a daily Auction Period or Special 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 2006C Bonds or the Series 2006D Bonds of such Subseries and (b) the Business Day next preceding
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the Interest Payment Date next preceding the final maturity date for the Series 2006C Bonds or the Series 2006D
Bonds of such Subseries; and provided, further, that if the Series 2006C Bonds of any Subseries or the Series 2006D
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 2006C Bonds of any Subseries or the Series 2006D Bonds of
any Subseries and (y) the Business Day next preceding the final maturity date for the Series 2006C Bonds of any
Subseries or the Series 2006D Bonds of any Subseries. The last Business Day of a Special Auction Period shall be
the Auction Date for the Auction Period which begins on the next succeeding Business Day, if any. On the second
Business Day preceding the conversion from a daily Auction Period to another Auction Period, there shall be an
Auction, for the last daily Auction Period. On the Business Day preceding the conversion from a daily Auction
Period to another Auction Period, there shall be one Auction for the first Auction Period following the conversion.
The first Auction Date for the Series 2006C Bonds and the Series 2006D Bonds of each Subseries is October 26,
2006.

“Auction Period” means with respect to each Subseries of ARS Bonds:
(a) a Special Auction Period;

(b) with respect to a Subseries of ARS Bonds in a daily Auction Period, a period beginning on each
Business Day and extending to but not including the next succeeding Business Day unless such Business Day is the
Second Business Day preceding the conversion from a daily Auction Period to another Auction Period, in which
case the daily Auction Period shall extend to, but not include, the next Interest Payment Date;

(©) with respect to a Subseries of ARS Bonds in a seven day Auction Period and with Auctions
generally conducted on (i) Fridays, a period of generally seven days beginning on a Monday (or the day following
the last day of the prior Auction Period if the prior Auction Period does not end on a Sunday) and ending on the
Sunday thereafter (unless such Sunday is not followed by a Business Day, in which case on the next succeeding day
which is followed by a Business Day), (ii) Mondays, 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 Monday) and
ending on the Monday thereafter (unless such Monday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (iii) Tuesdays, a period of generally seven days beginning on
a Wednesday (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) Wednesdays, a period of
generally seven days beginning on a Thursday (or the day following the last day of the prior Auction Period if the
prior Auction Period does not end on a Wednesday) and ending on the Wednesday thereafter (unless such
Wednesday is not followed by a Business Day, in which case on the next succeeding day which is followed by a
Business Day), and (v) Thursdays, a period of generally seven days beginning on a Friday (or the day following the
last day of the prior Auction Period if the prior Auction Period does not end on a Thursday) and ending on the
Thursday thereafter (unless such Thursday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day);

(d) with respect to a Subseries of ARS Bonds in a 14-day Auction Period and with Auctions generally
conducted on (i) Fridays, a period of generally 14 days beginning on a Monday (or the day following the last day of
the prior Auction Period if the prior Auction Period does not end on a Sunday) and ending on the fourth Sunday
thereafter (unless such Sunday is not followed by a Business Day, in which case on the next succeeding day which is
followed by a Business Day), (ii) Mondays, a period of generally 14 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 Monday) and ending
on the fourth Monday thereafter (unless such Monday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (iii) Tuesdays, a period of generally 14 days beginning on a
Wednesday (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), (iv) Wednesdays, a period of
generally 14 days beginning on a Thursday (or the day following the last day of the prior Auction Period if the prior
Auction Period does not end on a Wednesday) and ending on the fourth Wednesday thereafter (unless such
Wednesday is not followed by a Business Day, in which case on the next succeeding day which is followed by a
Business Day), and (v) Thursdays, a period of generally 14 days beginning on a Friday (or the day following the last
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day of the prior Auction Period if the prior Auction Period does not end on a Thursday) and ending on the fourth
Thursday thereafter (unless such Thursday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day);

(e) with respect to a Subseries of ARS Bonds in a 28-day Auction Period and with Auctions generally
conducted on (i) Fridays, a period of generally 28 days beginning on a Monday (or the day following the last day of
the prior Auction Period if the prior Auction Period does not end on a Sunday) and ending on the fourth Sunday
thereafter (unless such Sunday is not followed by a Business Day, in which case on the next succeeding day which is
followed by a Business Day), (ii) Mondays, 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 Monday) and ending
on the fourth Monday thereafter (unless such Monday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (iii) Tuesdays, a period of generally 28 days beginning on a
Wednesday (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), (iv) Wednesdays, a period of
generally 28 days beginning on a Thursday (or the day following the last day of the prior Auction Period if the prior
Auction Period does not end on a Wednesday) and ending on the fourth Wednesday thereafter (unless such
Wednesday is not followed by a Business Day, in which case on the next succeeding day which is followed by a
Business Day), and (v) Thursdays, a period of generally 28 days beginning on a Friday (or the day following the last
day of the prior Auction Period if the prior Auction Period does not end on a Thursday) and ending on the fourth
Thursday thereafter (unless such Thursday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day);

® with respect to a Subseries of ARS Bonds in a 35-day Auction Period and with Auctions generally
conducted on (i) Fridays, a period of generally 35 days beginning on a Monday (or the day following the last day of
the prior Auction Period if the prior Auction Period does not end on Sunday) and ending on the fifth Sunday
thereafter (unless such Sunday is not followed by a Business Day, in which case on the next succeeding day which is
followed by a Business Day), (ii)) Mondays, 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 Monday) and ending
on the fifth Monday thereafter (unless such Monday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (iii) Tuesdays, a period of generally 35 days beginning on a
Wednesday (or the day following the last day of the prior Auction Period if the prior Auction Period does not end on
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), (iv) Wednesdays, a period of
generally 35 days beginning on a Thursday (or the day following the last day of the prior Auction Period if the prior
Auction Period does not end on Wednesday) and ending on the fifth Wednesday thereafter (unless such Wednesday
is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day),
and (v) Thursdays, a period of generally 35 days beginning on a Friday (or the day following the last day of the prior
Auction Period if the prior Auction Period does not end on Thursday) and ending on the fifth Thursday thereafter
(unless such Thursday is not followed by a Business Day, in which case on the next succeeding day which is
followed by a Business Day);

(2) with respect to a Subseries of ARS Bonds in a three-month Auction Period, 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 (unless such first day of the month is not followed by a
Business Day, in which case on the next succeeding day which is followed by a Business Day); and

(h) with respect to a Subseries of ARS Bonds in a six-month Auction Period, 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 14 or December 14;
provided, however, that

(a) if there is a conversion of a Subseries of ARS Bonds with Auctions generally conducted on

Fridays (i) from a daily Auction Period to a seven-day Auction Period, the next Auction Period shall begin on the
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date of the conversion (i.e. the Interest Payment Date for the prior Auction Period) and shall end on the next
succeeding Sunday (unless such Sunday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day), (ii) from a daily Auction Period to a 14-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 Sunday (unless such Sunday 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 seven days but not more than 14 days

from such date of conversion, (iii) 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 Sunday (unless such Sunday 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 (iv) 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 Sunday
(unless such Sunday 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 no more than 35 days from such date of conversion;

(b) if there is a conversion of a Subseries of ARS Bonds with Auctions generally conducted on
Mondays (i) 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 Monday (unless such Monday is not followed by a Business Day, in which case on the next succeeding
day which is followed by a Business Day), (ii) from a daily Auction Period to a 14-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 Monday (unless such Monday 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 seven days but not more than 14 days
from such date of conversion, (iii) 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 Monday (unless such Monday 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 (iv) 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 Monday
(unless such Monday 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 no more than 35 days from such date of conversion,;

(c) if there is a conversion of a Subseries of ARS Bonds with Auctions generally conducted on
Tuesdays (i) 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), (ii) from a daily Auction Period to a 14-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 seven days but not more than 14 days
from such date of conversion; (iii) 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 (iv) 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 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 no more than 35 days from such date of conversion;

(d) if there is a conversion of a Subseries of ARS Bonds with Auctions generally conducted on
Wednesdays (i) 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 Wednesday (unless such Wednesday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (ii) from a daily Auction Period to a 14-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 will end on the Wednesday (unless such Wednesday is not followed by a Business Day, in
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which case on the next succeeding day which is followed by a Business Day) which is more than seven days but not
more than 14 days from such date of conversion, (iii) 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 Wednesday (unless such Wednesday 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 (iv) 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 Wednesday (unless such Wednesday 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 no more than 35 days from
such date of conversion; and

(e) if there is a conversion of a Subseries of ARS Bonds with Auctions generally conducted on
Thursdays (i) 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 Thursday (unless such Thursday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day), (ii) from a daily Auction Period to a 14-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 Thursday (unless such Thursday 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 seven days but not more
than 14 days from such date of conversion; (iii) 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 Thursday (unless such Thursday 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 (iv) 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 Thursday (unless such Thursday 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 no more than 35 days from such date of
conversion.

Notwithstanding the foregoing, if an Auction is for an Auction Period of more than seven days and the
Auction Rate on such Auction Date is the Maximum Interest Rate, the Auction Period shall automatically change to
a seven-day Auction Period.

“Auction Procedures” means the procedures for conducting Auctions for Series 2006C Bonds of any
Subseries or Series 2006D Bonds of any Subseries during an Auction Rate Period set forth in Exhibit B to the
Fourth Series Indenture and summarized in this Appendix F.

“Auction Rate” means for any Subseries of Series 2006C Bonds and Series 2006D Bonds for each Auction
Period, (i) if Sufficient Clearing Bids exist, the Winning Bid Rate, provided, however, if all of such Subseries of the
Series 2006C Bonds or the Series 2006D Bonds are the subject of Submitted Hold Orders, the All Hold Rate with
respect to such Subseries, and (ii) if Sufficient Clearing Bids do not exist, the Maximum Interest Rate with respect to
such Subseries.

“Available Bonds” means for any Subseries of Series 2006C Bonds and Series 2006D Bonds on each
Auction Date, the aggregate principal amount of Series 2006C Bonds or Series 2006D Bonds of such Subseries that
are not the subject of Submitted Hold Orders.

“Bid” has the meaning specified in subsection (a) of “Auction Procedures—Orders by Existing Owners and
Potential Owners” in this Appendix F.

“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 the Fourth Series Indenture and 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.
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“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 set forth in the Fourth Series Indenture
and described in this Appendix F, as such agreement may from to time be amended or supplemented.

“Broker-Dealer Deadline” means with respect to an Order the internal deadline established by the Broker-
Dealer through which a Bidder is placing an Order after which it will not accept Orders or any change in any Order
previously placed with such Broker-Dealer. Any Broker-Dealer may change the times or times of its Broker-Dealer
Deadline as it relates to such Broker-Dealer by giving notice to the Bidders. Notwithstanding the foregoing, the
Broker-Dealer Deadline is implemented for the benefit of the Broker-Dealers and may be waived by any individual
Broker-Dealer in any particular circumstance in the sole discretion of such Broker-Dealer.

“Conversion Date” means the date on which the Series 2006C Bonds of any Subseries or the Series 2006D
Bonds of any Subseries convert from one interest rate period to another interest rate period.

“Existing Owner” means, for any Subseries of the Series 2006C Bonds or Series 2006D Bonds, a Person
who is listed as the Beneficial Owner of the Series 2006C Bonds of such Subseries or the Series 2006D Bonds of
such Subseries in the records of the Auction Agent; provided, however, that for purposes of conducting an Auction,
the Auction Agent may consider a Broker-Dealer acting on behalf of its customer as an Existing Owner.

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

“Initial Period” means for each Subseries of the Series 2006C Bonds and the Series 2006 Bonds the period
from the Closing Date to but not including the respective dates shown on the inside front covers of this Official
Statement.

“Interest Payment Date” with respect to each Subseries of the 2006C Bonds and Series 2006D Bonds
bearing interest at ARS Rates, means the dates shown on the respective inside front cover of this Official Statement
for the Initial Period and thereafter (a) when used with respect to any Auction Period other than a daily Auction
Period or a Special 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 Special Auction Period of (i) seven or more but fewer than 183 days, the
Business Day immediately following such Special Auction Period, or (ii) 182 or more days each June 15 and
December 15 and on a Business Day immediately following such Special Auction Period.

“LIBOR,” means on any date of determination for any Auction Period, the offered rate (rounded up to the
next highest one one-thousandth of one percent (0.001%) 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.

“Maximum Interest Rate” means, the lesser of twelve percent (12%) 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 any Subseries of the Series 2006C Bonds or the Series 2006D Bonds in addition to the Series
2006C Bonds of any Subseries or the Series 2006D Bonds of any Subseries currently owned by such Person, if any.

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

“Securities Depository” means The Depository Trust Company, New York, New York, and its successors
and assigns, or any other securities depository selected by the NMFA.
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“Sell Order” has the meaning specified in the caption “Auction Procedures—Orders by Existing Owners
and Potential Owners” of this Appendix F.

“Special Auction Period” means, with respect to a series of ARS Bonds, (a) any period of 182 days or less
which is divisible by seven and which begins on an Interest Payment Date and ends (i) in the case of a Subseries of
ARS Bonds with Auctions generally conducted on Fridays, on a Sunday unless such Sunday is not followed by a
Business Day, in which case on the next succeeding day which is followed by a Business Day, (ii) in the case of a
Subseries of ARS Bonds with Auctions generally conducted on Mondays, on a Monday unless such Monday is not
followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day, (iii) in
the case of a Subseries of ARS Bonds with Auctions generally conducted on Tuesdays, 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, (iv) in the case of a Subseries of ARS Bonds with Auctions generally conducted on Wednesdays, on a
Wednesday unless such Wednesday is not followed by a Business Day, in which case on the next succeeding day
which is followed by a Business Day, and (v) in the case of a Subseries of ARS Bonds with Auctions generally
conducted on Thursdays, on a Thursday unless such Thursday is not followed by a Business Day, in which case on
the next succeeding day which is followed by a Business Day or (b) any period which is longer than 182 days,
which begins on an Interest Payment Date and ends not later than the final scheduled maturity date of such Subseries
of ARS Bonds.

“Submission Deadline” means 1:00 p.m., New York City time, on each Auction Date for a Subseries of the
Series 2006C Bonds or the Series 2006D Bonds not in a daily Auction Period and 11:00 a.m., New York City time,
on each Auction Date for a Subseries of the Series 2006C Bonds or the Series 2006D Bonds 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 “Auction Procedures—Determination of ARS Rate” of this
Appendix F.

“Submitted Hold Order” has the meaning specified in “Auction Procedures—Determination of ARS Rate”
of this Appendix F.

“Submitted Order” has the meaning specified in subsection (b) under the caption “Auction Procedures—
Determination of ARS Rate” of this Appendix F.

“Submitted Sell Order” has the meaning specified in subsection (b) under the caption “Auction
Procedures—Determination of ARS Rate” of this Appendix F.

“Sufficient Clearing Bids” means with respect to a Subseries of the Series 2006C Bonds or Series 2006D
Bonds, an Auction for which the aggregate principal amount of the Series 2006C Bonds or Series 2006D Bonds of
such Subseries that are the subject of Submitted Bids by Potential Owners specifying one or more rates not higher
than the Maximum Interest Rate is not less than the aggregate principal amount of the Series 2006C Bonds or Series
2006D 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 Interest Rate.

“Winning Bid Rate” means with respect to a Subseries of the Series 2006C Bonds or Series 2006D Bonds,
the lowest rate specified in any Submitted Bid for such Subseries which if selected by the Auction Agent as the ARS
Rate would cause the aggregate principal amount of Series 2006C Bonds or Series 2006D 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.
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Auction Procedures

Orders by Existing Owners and Potential Owners

(a)

Prior to the Broker-Dealer 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 a Subseries of the Series 2006C Bonds or the Series
2006D Bonds, if any, held by such Existing Owner which such Existing Owner 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 a Subseries of the Series 2006C Bonds or the Series
2006D Bonds, if any, held by such Existing Owner which such Existing Owner 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 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 a Subseries of the Series 2006C Bonds or the Series
2006D Bonds, if any, held by such Existing Owner which such Existing Owner 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

(ii) for the purpose of implementing the Auctions, the Broker-Dealers shall contact Potential

Owners, including Persons that are Existing Owners, to determine the principal amount of the Subseries of
the Series 2006C Bonds or the Series 2006D Bonds, if any, which each such Potential Owner 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
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 offer to sell:

(A) the principal amount of a Subseries of the Series 2006C Bonds or the Series
2006D 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 a Subseries of the Series
2006C Bonds or the Series 2006D Bonds to be determined as described in subsection (a)(v) under
the caption “Auction Procedures—Allocation of Series 2006C Bonds or Series 2006D Bonds of
any Subseries” in this Appendix F 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 a Subseries of the Series 2006C Bonds or the Series

2006D Bonds to be determined as described in subsection (b)(iv) under the caption “Auction
Procedures—Allocation of Series 2006C Bonds or Series the 2006D Bonds of any Subseries” in
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this Appendix F if such specified rate shall be higher than the Maximum Interest Rate and
Sufficient Clearing Bids do not exist.

(ii) A Sell Order by an Existing Owner shall constitute an offer to sell:

(A) the principal amount of a Subseries of the Series 2006C Bonds or the Series
2006D Bonds specified in such Sell Order; or

(B) such principal amount or a lesser principal amount of a Subseries of the Series
2006C Bonds or the Series 2006D Bonds as described in subsection (b)(iv) under the caption
“Auction Procedures—Allocation of Series 2006C Bonds or Series the 2006D Bonds of any
Subseries” in this Appendix F if Sufficient Clearing Bids do not exist.

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

(A) the principal amount of a Subseries of the Series 2006C Bonds or the Series
2006D Bonds 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 a Subseries of the Series
2006C Bonds or the Series 2006D Bonds as described in subsection (a)(vi) under the caption
“Auction Procedures—Allocation of Series 2006C Bonds or Series 2006D Bonds of any
Subseries” in this Appendix F if the rate determined by the Auction Procedures on such Auction
Date shall be equal to such specified rate.

(c) Anything herein to the contrary notwithstanding:

(1) for purposes of any Auction, any Order which specifies the Series 2006C Bonds or the
Series 2006D Bonds of any Subseries 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 2006C Bond or Series 2006D Bond of any Subseries
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 2006C Bond or Series 2006D Bond of any Subseries 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

(iv) for purposes of any Auction, any Order by any Existing Owner or Potential Owner is
revocable until the Broker-Dealer Deadline, and after the Broker-Dealer Deadline all Orders are
irrevocable.

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, if
requested, specifying with respect to each Order:

(1) the name of the Bidder placing such Order;
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(ii) the aggregate principal amount of the Series 2006C Bonds or the Series 2006D Bonds of
a 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 the Series 2006C Bonds or the Series 2006D Bonds of a
Subseries, if any, subject to any Hold Order placed by such Existing Owner;

(B) the principal amount of the Series 2006C Bonds or the Series 2006D Bonds of a
Subseries, if any, subject to any Bid placed by such Existing Owner and the rate specified in such
Bid; and

© the principal amount of the Series 2006C Bonds or the Series 2006D Bonds of a
Subseries, if any, subject to any Sell Order placed by such Existing Owner; and

(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%).

(c) If an Order or Orders covering all of the Series 2006C Bonds or all of the Series 2006D Bonds of
a particular 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 2006C Bonds or Series 2006D 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 2006C Bonds or Series
2006D 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 2006C
Bonds or Series 2006D 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 Series 2006C
Bonds or Series 2006D Bonds of a 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 2006C Bonds or Series 2006D Bonds of such Subseries held by
such Existing Owner;

(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 2006C Bonds or Series
2006D Bonds of such Subseries held by such Existing Owner over the principal amount of the
Series 2006C Bonds or Series 2006D 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 2006C Bonds or Series 2006D Bonds of such Subseries
held by such Existing Owner over the principal amount of Series 2006C Bonds or Series 2006D
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
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Owner in the ascending order of their respective rates up to the amount of the excess of the
principal amount of Series 2006C Bonds or Series 2006D Bonds of such Subseries held by such
Existing Owner over the principal amount of Series 2006C Bonds of such Subseries or Series
2006D 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 the Series 2006C Bonds or the Series 2006D
Bonds of such Subseries subject to Bids not considered to be Bids of an Existing Owner as
described in 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 the Series the 2006C Bonds of or Series 2006D Bonds of such Subseries equal to the excess of
the principal amount of the Series 2006C Bonds or Series 2006D Bonds of such Subseries held by such
Existing Owner over the sum of the principal amount of the Series 2006C Bonds or Series 2006D Bonds of
such Subseries considered to be subject to Hold Orders as described in paragraph (i) above and the
principal amount of the Series 2006C Bonds or Series 2006D Bonds of such Subseries considered to be
subject to Bids of such Existing Owner as described in paragraph (ii) above.

(e) If more than one Bid is submitted on behalf of any Potential Owner, each Bid submitted with the
same rate may 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 the Series 2006C Bonds or Series 2006D Bonds
of a particular 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 ARS Rate

(a) Not later than 9:30 a.m., New York City time, on each Auction Date for each Subseries of the
Series 2006C Bonds and the Series 2006D Bonds, 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 and the ARS
Index for such Subseries of the Series 2006C Bonds or Series 2006D Bonds.

(b) Promptly after the Submission Deadline on each Auction Date for each Subseries of the Series
2006C Bonds and the Series 2006D Bonds, 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.

(© Promptly after the Auction Agent has made the determinations as described in 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 the Securities Depository of such Auction Rate.

(d) In the event the Auction Agent shall fail to calculate or, for any reason (including, but not limited
to, the lack of a duly appointed Broker-Dealer), 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 ARS Rate for the new Auction Period shall be the same as the ARS 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 seventh day following the day that would have been the last day of such Auction
period had it not been extended (or if such seventh day is not followed by a Business Day then to the next
succeeding day which is followed by a Business Day) and the ARS Rate in effect for the preceding Auction Period
will continue in effect for the Auction Period as so extended. In the event an Auction Period is extended as
described in clause (ii) of the preceding sentence, an Auction shall be held on the last Business Day of the Auction
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Period as so extended 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. Notwithstanding the foregoing, no ARS Rate will be extended
for more than 35 days. If at the end of 35 days the Auction Agent fails to calculate or provide the Auction Rate, the
ARS Rate shall be the Maximum Interest Rate.

(e) In the event of a failed conversion, with respect to any Subseries of the Series 2006C Bonds or the
Series 2006D Bonds, to a Daily Interest Rate, Weekly Interest Rate, Commercial Paper Rate Period, Semiannual
Rate Period, Term Interest Rate or a Fixed Interest 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 ARS Rate for the next Auction Period shall be the Maximum Interest Rate and the Auction
Period shall be a seven-day Auction Period.

® If the Series 2006C Bonds or the Series 2006D Bonds of any Subseries are no longer maintained
in book-entry-only form by the Securities Depository, then the ARS Rate shall be the Maximum Interest Rate.

Allocation of Series 2006C Bonds and Series 2006D Bonds of any Subseries

(a) In the event of Sufficient Clearing Bids for a Subseries of the Series 2006C Bonds or the Series
2006A Bonds, subject to the further provisions described in subsection (c¢) and (d) below, Submitted Orders for such
Subseries 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 2006C Bonds or Series 2006D Bonds of such 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 2006C Bonds or Series 2006D Bonds of such
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
2006C Bonds or Series 2006D Bonds of such 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
2006C Bonds or Series 2006D Bonds of such 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 2006C
Bonds or Series 2006D Bonds of such Subseries that are the subject of such Submitted Bid, but only up to
and including the principal amount of the Series 2006C Bonds or Series 2006D Bonds of such Subseries
obtained by multiplying (A) the aggregate principal amount of Outstanding Series 2006C Bonds or Series
2006D 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 2006C Bonds or Series 2006D 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 2006C Bonds of such Subseries or Series 2006D
Bonds of such Subseries subject to such Submitted Bids made by all such Existing Owners that specified a
rate equal to 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 2006C Bonds or Series 2006D
Bonds of such Subseries;
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(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 2006C Bonds
or Series 2006D Bonds of such Subseries that are the subject of such Submitted Bid, but only in an amount
equal to the principal amount of the Series 2006C Bonds or Series 2006D Bonds of such Subseries obtained
by multiplying (A) the aggregate principal amount of Outstanding Series 2006C Bonds or Series 2006D
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 2006C Bonds or Series 2006D 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 2006C Bonds or Series 2006D 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 for a Subseries of the Series 2006C Bonds or
the Series 2006D Bonds, subject to the further provisions described in subsections (¢) and (d) below, Submitted
Orders for such Subseries of the Series 2006C Bonds or the Series 2006D Bonds 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 2006C Bonds or Series 2006D Bonds of such Subseries
that are the subject of such Submitted Hold Order;

(ii) the Submitted Bid of each Existing Owner specifying any rate that is not higher than the
Maximum Interest Rate shall be accepted, thus requiring each such Existing Owner to continue to hold the
Series 2006C Bonds or Series 2006D Bonds of such Subseries that are the subject of such Submitted Bid;

(iii) the Submitted Bid of each Potential Owner specifying any rate that is not higher than the
Maximum Interest Rate shall be accepted, thus requiring each such Potential Owner to purchase the Series
2006C Bonds or Series 2006D Bonds of such 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 Interest 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 the Series 2006C Bonds or the Series 2006D Bonds of
such Subseries obtained by multiplying (A) the aggregate principal amount of the Series 2006C Bonds or
Series 2006D Bonds of such Subseries held by such Existing Owner 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 2006C Bonds or Series 2006D 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 2006C Bonds or Series 2006D
Bonds of such Subseries held by such Existing Owner 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 2006C Bonds or Series 2006D
Bonds of such Subseries; and

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

(c) 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 the Series 2006C Bonds of
such Subseries or Series 2006D Bonds of a 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
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principal amount of Series 2006C Bonds or Series 2006D Bonds of such Subseries to be purchased or sold by any
Existing Owner or Potential Owner on such Auction Date so that the aggregate principal amount of the Series
2006C Bonds or Series 2006D 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 2006C Bonds or Series 2006D
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 the Series 2006C Bonds or Series 2006D Bonds of a
Subseries on any Auction Date, the Auction Agent shall by lot, in such manner as it shall determine in its sole
discretion, allocate the Series 2006C Bonds or Series 2006D Bonds of such Subseries for purchase among Potential
Owners so that the principal amount of ARS of such Subseries 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 the Series 2006C Bonds or Series 2006D Bonds of such Subseries on such Auction Date.

Notice of ARS 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 with respect to each Subseries of the Series 2006C Bonds
and the Series 2006D Bonds for which an Auction was held on such Auction Date:

(1) the ARS 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;

(ii1) 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 the Series 2006C
Bonds or Series 2006D Bonds of such Subseries, 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 the Series 2006C Bonds, or Series 2006D Bonds of
such Subseries, if any, to be purchased by such Potential Owner;

v) if the aggregate principal amount of the Series 2006C Bonds or Series 2006D Bonds of
such 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 the Series 2006C Bonds or Series 2006D
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 the Series 2006C Bonds or Series 2006D 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, with respect to each Subseries of the Series 2006C Bonds or the Series
2006D Bonds for which an Auction was held on such Auction Date, each Broker-Dealer that submitted an Order on
behalf of any Existing Owner or Potential Owner shall, if requested: (i) advise each Existing Owner and Potential
Owner on whose behalf such Broker-Dealer submitted an Order as to (A) the ARS 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 Potential 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 the Series 2006C Bonds or Series 2006D Bonds of such Subseries to be purchased pursuant to
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such Bid (including, with respect to the Series 2006C Bonds or Series 2006D Bonds of such Subseries 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 2006C Bonds or Series 2006D Bonds of such Subseries; 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 the Series 2006C Bonds or Series 2006D Bonds of such
Subseries to be sold pursuant to such Bid or Sell Order against payment therefor.

ARS Index

(a) For ARS in an Auction Period of 35 days or less, the ARS Index is LIBOR. For ARS in an
Auction Period of more than 35 days, the ARS Index is equal to the yield on the United States Treasury security on
the date the Auction Period began which has a maturity which most closely matches the last day of the Auction
Period.

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

(©) The determination of the ARS Index as described herein shall be conclusive and binding upon the
NMFA, the Trustee, the Broker-Dealers, the Auction Agent and the Owners of the Series 2006C Bonds and the
Owners of the Series 2006D Bonds of any Subseries.

Miscellaneous Provisions Regarding Auctions

(a) In this Appendix F, each reference to the purchase, sale or holding of Series 2006C Bonds or
Series 2006D Bonds shall refer to beneficial interests in the Series 2006C Bonds or Series 2006D Bonds, unless the
context clearly requires otherwise.

(b) During an ARS Rate Period with respect to each Subseries of the Series 2006C Bonds and the
Series 2006D Bonds, the provisions of the Indenture and the definitions contained therein and described in this
Appendix F, including without limitation the definitions of Maximum Interest Rate, All Hold Rate, ARS Index,
Interest Payment Date and ARS Rate, may be amended pursuant to the Indenture by obtaining the consent of the
owners of all affected Outstanding Series 2006C Bonds and Series 2006D Bonds bearing interest at an ARS 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 affected Outstanding Series 2006C Bonds and Series
2006D Bonds as required by the Indenture, (i) the ARS Rate which is determined on such date is the Winning Bid
Rate or the All Hold Rate and (ii) 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 2006C Bonds or the Series 2006D
Bonds or any Subseries thereof or any exemption from federal income tax to which the interest on the Series 2006C
Bonds or the Series 2006D Bonds of any Subseries would otherwise be entitled, the proposed amendment shall be
deemed to have been consented to by the owners of all affected Outstanding Series 2006C Bonds and Series 2006D
Bonds of such Subseries bearing interest at an ARS Rate.

(© If the Securities Depository notifies the NMFA that it is unwilling or unable to continue as owner
of the Series 2006C Bonds or Series 2006D 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 2006C Bonds or Series 2006D Bonds.
Such Series 2006C Bonds or Series 2006D 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.
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During an ARS Rate Period, so long as the ownership of the Series 2006C Bonds or Series 2006D 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 2006C Bond or Series 2006D 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
2006C Bonds or Series 2006D 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 2006C Bonds or Series 2006D 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 the provision described in this paragraph if such Broker-Dealer remains the Existing
Owner of the Series 2006C Bonds or Series 2006D Bonds of such Subseries to 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 ARS Rate Period, the NMFA may, from time to time on any Interest Payment
Date, change the length of the Auction Period with respect to all of the Series 2006C Bonds or Series
2006D Bonds of any Subseries in an ARS Rate Period among daily, seven-days, 14-days, 28-days, 35-days,
three months, six months and a Special 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 the
Series 2006C Bonds or Series 2006D Bonds of such Subseries; provided, however, in the case of a change
from a Special Auction Period, the date of such change will be the Interest Payment Date immediately
following the last day of such Special Auction Period. 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, 14-days,
28-days, 35-days, three months, six months or a Special Auction Period and shall be for all of the Series
2006C Bonds or Series 2006D Bonds of such Subseries in an ARS Rate Period.

(1ii) The change in the length of the Auction Period for any Subseries of the Series 2006C
Bonds or the Series 2006D Bonds shall not be allowed unless Sufficient Clearing Bids existed at both the
Auction immediately preceding the proposed change.

(iv) The change in length of the Auction Period for any Subseries of the Series 2006C Bonds
or the Series 2006D Bonds 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 2006C Bonds or Series 2006D Bonds
of such Subseries except to the extent such Existing Owner submits an Order with respect to such the
Series 2006C Bonds or Series 2006D Bonds of such Subseries. 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 Interest Rate, and the Auction
Period shall be a seven-day Auction Period.

(b) Changes in Auction Date. During any ARS Rate Period, the Auction Agent, with the written

consent of the NMFA, may specify an earlier Auction Date for any Subseries (but in no event more than five
Business Days earlier) than the Auction Date that would otherwise be determined in accordance with the definition
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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 2006C Bonds or Series 2006D Bonds of such 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. In the event the Auction Agent specifies an earlier
Auction Date, the days of the week on which an Auction Period begins and ends, the day of the week on which a
Special Auction Period ends and the Interest Special Payment Date relating to a Special Auction Period will be
adjusted accordingly.

Conversions from ARS Rate Periods

At the option of the NMFA, all of a Subseries of the Series 2006C Bonds or the 2006D Bonds of any
Subseries may be converted from an ARS Rate Period to a Daily Rate Period, a Weekly Rate Period, a Commercial
Paper Rate Period, a Semiannual Rate Period, a Term Rate Period or a Fixed Rate Period:

(1) The Conversion Date will be the Interest Payment Date following the final Auction Period.

(ii) The NMFA will give written notice of any such conversion to the Bond Insurer, the Trustee, the
Auction Agent, the Remarketing Agent, if any, and the Broker-Dealer not less than seven (7) Business Days prior to
the date on which the Trustee is required to notify the owners of the conversion as described in subparagraph (iii)
below. Such notice will specify Bonds to be converted the proposed Conversion Date and the new rate period.
Together with such notice, the NMFA will file with the Bond Insurer and the Trustee an Opinion of Bond Counsel
to the effect that the proposed conversion of the Series 2006C Bonds or the 2006D Bonds of such Subseries will not
adversely affect the validity of the Series 2006C Bonds or the 2006D Bonds of such Subseries or such exemption
from federal income taxation to which interest on the Series 2006C Bonds of such Subseries would otherwise be
entitled. No conversion will become effective unless the NMFA will also file with the Bond Insurer and the Trustee,
such an Opinion of Bond Counsel dated the Conversion Date.

(iii) Not less than twenty (20) days prior to the Conversion Date the Trustee will mail a written notice
of the conversion to the holders of all Series 2006C Bonds or the 2006D Bonds of such Subseries to be converted,
specifying the Conversion Date and setting forth the matters required to be stated pursuant to the Fourth Series
Indenture with respect to purchases of the Series 2006C Bonds or the 2006D Bonds of such Subseries.

(iv) If on a Conversion Date any condition precedent to such conversion required under the Indenture
is not satisfied, the Trustee will give written notice by first class mail postage prepaid as soon as practicable and in
any event not later such any Subseries, the NMFA and the Bond Insurer that such conversion has not occurred, that
the Series 2006C Bonds or the 2006D Bonds of such Subseries will not be purchased on the failed Conversion Date,
that the Auction Agent will continue to implement the Auction Procedures on the Auction Dates with respect to the
Series 2006C Bonds or the 2006D Bonds of such Subseries which otherwise would have been converted excluding
however, the Auction Date falling on the Business Day next preceding the failed Conversion Date, and that the
interest rate will continue to be the ARS Rate; provided, however, that the interest rate borne by the Series 2006C
Bonds or the 2006D Bonds of such Subseries during the Auction Period commencing on such failed Conversion
Date will be the Maximum Interest Rate, and the Auction Period will be the seven-day Auction Period.

(v) Except for conversions to a Term Rate Period or a Fixed Rate Period, and as otherwise provided in

the Fourth Series Indenture, unless waived by the Bond Insurer, a Liquidity Facility meeting the requirements of the
Indenture is effective.
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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
acceptance of the duties and obligations imposed upon it under the Fourth Series Indenture and the Auction
Agreement 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 2006C Bonds or Series 2006D 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 the Fourth Series Indenture and the Auction Agreement 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 the Indenture by giving at least ninety (90) 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 described in this paragraph. 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 2006C Bonds or Series 2006D 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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ML CAPITAL ASSURANCE

1221 Avenue of the Americas
New York, New York 10020
Telephone: (212) 478-3400

MUNICIPAL BOND

INSURANCE POLICY
ISSUER: [ ] Policy No: [ ]
BONDS: [ ] Effective Date: | ]

XL Capital Assurance Inc. (XLCA), a New York stock insurance company, in consideration of the payment of the
premium and subject to the terms of this Policy (which includes each endorsement attached hereto), hereby agrees
unconditionally and irrevocably to pay to the trustee (the "Trustee") or the paying agent (the "Paying Agent") (as set forth in
the documentation providing for the issuance of and securing the Bonds) for the benefit of the Owners of the Bonds or, at the
election of XLCA, to each Owner, that portion of the principal and interest on the BQnds that shall become Due for Payment
but shall be unpaid by reason of Nonpayment.

a.m. New York time on such Business Day; otherwise it will
receipt by XLCA, in a form reasonably satisfactory to it, Qf (8
principal or interest then Due for Payment and (b) ev1de e, ing]idiRg ax
the Owner's rights with respect to payment of suc paho ;\\
XLCA. Upon such disbursement, XLCA shall beco g OWnR O thy

any appurtenant coupon to the Bond or the
¢ fully subrogated to the rights of the Owner,
ont of any payment by XLCA hereunder. Payment
shall, to the extent thereof, discharge the obligation of

applicable bankruptcy law, such Owner will be entitled to payment from
nds are not otherwise available.

The following Term
are expressly modified by ax'end
tions in the State of New York or the Insurer's Fiscal Agent are authorized or required
by law or executive order to remain closed. "Due for Payment", when referring to the principal of Bonds, is when the stated
maturity date or a mandatory redemption date for the application of a required sinking fund installment has been reached and
does not refer to any earlier date on which payment is due by reason of call for redemption (other than by application of
required sinking fund installments), acceleration or other advancement of maturity, unless XLCA shall elect, in its sole
discretion, to pay such principal due upon such acceleration; and, when referring to interest on the Bonds, is when the stated
date for payment of interest has been reached. "Nonpayment" means the failure of the Issuer to have provided sufficient
funds to the Trustee or Paying Agent for payment in full of all principal and interest on the Bonds which are Due for
Payment. "Notice" means telephonic or telecopied notice, subsequently confirmed in a signed writing, or written notice by
registered or certified mail, from an Owner, the Trustee or the Paying Agent to XLCA which notice shall specify (a) the
person or entity making the claim, (b) the Policy Number, (c) the claimed amount and (d) the date such claimed amount
became Due for Payment. "Owner" means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is
entitled under the terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or
entity whose direct or indirect obligation constitutes the underlying security for the Bonds.
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XLCA may, by giving written notice to the Trustee and the Paying AgentSappoint a fiscal agent (the "Insurer's

Except to the extent expressly modified by an eng
(b) the Premium on this Policy is not refundable foran

Title: Title:
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FIRST AMENDMENT TO REMARKETING MEMORANDUM
DATED JULY 22, 2010 AND
RELATING TO

NEW MEXICO FINANCE AUTHORITY

$84,800,000 $50,400,000
ADJUSTABLE RATE STATE TRANSPORTATION ADJUSTABLE RATE STATE TRANSPORTATION
REFUNDING REVENUE BONDS REFUNDING REVENUE BONDS
(SUBORDINATE LIEN) (SUBORDINATE LIEN)
SERIES 2008C SERIES 2008D (TAXABLE)

(the “Original Remarketing Memorandum?™)

The ratings appearing on the upper right corner of the cover page of the Original Remarketing
Memorandum are hereby amended and restated to read as follows:

Series C Ratings: Moody’s “Aaa/VMIG 1”
S&P “AAA/A-1+”
Series D Ratings” Moody’s “Aaa/VMIG 1”
S&P*AAA/A-1+”

(See “RATINGS” herein.)

The first two paragraphs under the heading “RATINGS” on page 67 of the Original Remarketing
Memorandum are hereby amended and restated to read as follows:

Moody’s Investors Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Services (“S&P”) have
assigned ratings of “Aaa/VMIG 1” and “AAA/A-1+" respectively, to the Series 2008C Bonds with the
understanding that the Wells Fargo Letter of Credit will be delivered simultaneously with the remarketing of the
Series 2008C Bonds. An explanation of the significance of such ratings may be obtained from Moody’s at 99
Church Street, New York, New York 10007 and S&P at 55 Water Street, New York, New York 10041.

Moody’s and S&P have assigned ratings of “Aaa/\VMIG 1” and “AAA/A-1+,” respectively, to the Series
2008D Bonds with the understanding that the Royal Bank Letter of Credit will be delivered simultaneously with the
remarketing of the Series 2008D Bonds. An explanation of the significance of such ratings may be obtained from
Moody’s at 99 Church Street, New York, New York 10007 and S&P at 55 Water Street, New York, New York
10041.

This First Amendment to Remarketing Memorandum is dated July 26, 2010, and the information contained
herein speaks only as of that date.

NEW MEXICO FINANCE AUTHORITY

By: /sl Stephen R. Flance
Chairman
By: /s/ John T. Duff

Chief Financial Officer
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