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SIFMA
[Multi Series, Taxable/Tax-Exempt, ARS for Conduit Issuer]

Note to Bond Counsel:

The attached Exhibit is intended to be attached to a Bond Resolution or Indenture.  It sets out the Auction Procedures for the ARS.  There are several items which need to be incorporated in the main body of the Authorizing Document.  These provisions may be incorporated directly into the Authorizing Document, but generally Bond Counsel should confirm that the corresponding provisions of the Authorizing Document are consistent with the provisions below.  These are the following:

1. Day Count.  Interest on the ARS shall be computed on the basis of actual days over [360] [the actual number of days in the year] if the ARS are in an Auction Period of 180 days or less.  If the ARS are in an Auction Period which is greater than 180 days, interest shall be computed on the basis of a 360 day year of twelve 30-day months.   [Bond Counsel should have the investment banker check with its Auction Desk to determine which day count to use.] 

2. Redemption-Optional.  While the Series __ Bonds bear interest at an Auction Period Rate, they are callable by the Issuer at par plus accrued interest on the Interest Payment Date immediately following the end of an Auction Period; provided that after any optional redemption there should be not less than $10,000,000 in aggregate principal amount of any Series of Series __ Bonds bearing interest at an Auction Period Rate unless otherwise consented to by the Broker-Dealers.  All redemptions should be in integral multiples of the Authorized Denomination.

-- Mandatory.  If the ARS are subject to sinking fund redemption and the scheduled redemption date is not an Interest Payment Date, the ARS shall be redeemed on the Interest Payment Date immediately preceding the scheduled sinking fund redemption date. The Series _____ Bonds in a Flexible Auction Period may be redeemed prior to the end of the Flexible Auction Period pursuant to the sinking fund redemption schedule.  All redemptions should be in integral multiples of the Authorized Denomination.

Notice of Redemption or Defeasance.  Add the following language to the appropriate redemption and defeasance sections:   While the Series ___ Bonds are in an Auction Mode, in addition to any requirement set forth herein in the event of a redemption or defeasance, notice of such redemption or defeasance shall comply with the following requirements.  The Trustee shall notify the Auction Agent by Electronic Means of any notice of redemption or defeasance on the date received and prior to sending the notice to the Securities Depository as Holder of the Series ___ Bonds.  In the case of a partial redemption or defeasance, the Trustee shall verify with the Auction Agent by Electronic Means the lottery publication date to be used in the notice. The Trustee shall then send the notice of redemption or defeasance to the Securities Depository.

If the Trustee and the Auction Agent are unable to verify a lottery publication date prior to sending a notice of partial redemption or defeasance to the Securities Depository, then such notice shall include, under an item entitled “Publication Date for Securities Depository Purposes,” the Securities Depository lottery publication date applicable to such Series ___ Bonds, which date shall be two (2) Business Days after the second Auction Date that immediately precedes the date specified in such notice as the date fixed for the redemption or defeasance of such Series ___ Bonds (the “Redemption/Defeasance Date”) (three (3) Business Days immediately preceding such Redemption/Defeasance Date in the case of Series ___ Bonds in the daily Auction Period).

On the lottery publication date prior to the Redemption/Defeasance Date with respect to such Series ___ Bonds, the Trustee shall request the lottery results from the Securities Depository.  Upon receipt, the Trustee shall notify the Auction Agent by Electronic Means of such lottery results, i.e. the identities of the Participants and the respective principal amounts from the accounts of Series ___ Bonds which have been called for redemption or defeasance.  At least two (2) Business Days prior to the Redemption/Defeasance Date with respect to Series ___ Bonds being partially redeemed or defeased, the Auction Agent shall request each eligible Broker-Dealer to disclose to the Auction Agent (upon selection by such Participant of the Existing Owners whose Series ___ Bonds are to be redeemed or defeased) the aggregate principal amount of such Series ___ Bonds of each such Existing Owner, if any, to be redeemed or defeased.  By the close of business on the day the Auction Agent receives any notice pursuant to this paragraph, the Auction Agent shall forward the contents of such notice to the related Broker-Dealer by Electronic Means.
3. Add a Definition of Auction Mode.  “Auction Mode” shall mean the period during which the Series ___ Bonds are in an Initial Period or an ARS Rate Period.
4. Record Date.  While the Series ____ Bonds bear interest at the Auction Period Rate, the Record Date shall be the Business Day immediately preceding an Interest Payment Date. 
5. Initial Period Rates and Auction Period Rates.  Add the following language:  The Initial Period Rates are ___% and __%, respectively.  [Add the appropriate number of series.]  [If the Authorizing Document must be finalized before this rate is known, indicate that it shall be determined by the Underwriter prior to delivery of the Series ___ Bonds as the lowest rate which in its judgment is necessary to enable the Series ___ Bonds to be sold at a price equal to the principal amount thereof.]  Thereafter the Auction Period Rate to be applicable to each Series of the Series __ Bonds during each Auction Period shall be determined and notice thereof shall be given as provided in Exhibit ___ hereto.  Interest shall accrue from one Interest Payment Date to, but not including, the next Interest Payment Date.  The Auction Period for the Series ___ Bonds shall initially be _____ and the Auction Period for the Series ___ Bonds shall initially be _____.  [Add the appropriate number of series.]
6. Notices.  All notices regarding amendments to the Authorizing Document should be delivered to the Auction Agent and the Broker-Dealer at the time and in the same manner as such notices are delivered to the registered owners of the Series ___ Bonds.  No amendment should become effective with respect to the Auction Agent or the Broker-Dealer without the consent of such party if it adversely affects the rights, duties, privileges, immunities and liabilities of such party.
7. Multimodal Documents.  If the maturity is greater than 35 years, it may have an adverse affect on the ability to deem VRDBs as qualified tender bonds on a conversion.

8. Failed Conversions.  Bond Counsel should confirm with the investment banker that the investment banker’s Auction Desk believes that Section 2.04(d) of the Auction Procedures is consistent with the firm’s auction program.  To the extent that Section 2.04(d) is inconsistent with the firm’s auction program, a modification of Section 2.04(d) should be made in Schedule I.

9. Conversion to and from ARS.  Insert the following language:
SECTION ____.  Conversions to and from ARS Rate Periods. [The various modes will need to be conformed to the Authorizing Document]
(a) Conversions to ARS Rate Periods.  At the option of the [Corporation], all of a Series of the Series __ Bonds (in an amount which is an Authorized Denomination for the new Rate Period) may be converted from [a Daily Rate Period], [a Weekly Rate Period], [a Term Rate Period] or a [Flexible Rate Period] to an ARS Rate Period.  Any such conversion shall be made as follows:

(i) In any such conversion from a Daily Rate Period, or a Weekly Rate Period the ARS Conversion Date shall be a regularly scheduled Interest Payment Date on which interest is payable for the Interest Rate Period from which the conversion is to be made; provided, however, that if the conversion is from a Term Rate Period, the ARS Conversion Date shall be a regularly scheduled Interest Payment Date on which a new Term Rate Period would otherwise have commenced, and in any such conversion from a Flexible Rate Period, the ARS Conversion Date shall be the last regularly scheduled Interest Payment Date on which interest is payable for any Interest Period theretofore established for the Series __ Bonds to be converted.

(ii) The [Corporation] shall give written notice of any such conversion to the Remarketing Agent, the Issuer, the Trustee, the Credit Provider, the Auction Agent, the Broker-Dealer and the Liquidity Provider not less than seven (7) Business Days prior to the date on which the Trustee is required to notify the registered owners [Note that if “Owner” is defined to be the registered owner then that term should be used in place of “registered owner”.] of the conversion pursuant to subparagraph (iii) below.  Such notice shall specify the Series ___ Bonds to be converted, the ARS Conversion Date, the length of the Initial Period, the first Auction Date, the first Interest Payment Date following the ARS Conversion Date and the initial Auction Period.  Together with such notice, the [Corporation] shall file with the Issuer and the Trustee an Opinion of Bond Counsel to the effect that the conversion of the Series __ Bonds to an ARS Rate Period shall not adversely affect the validity of the Series __ Bonds or any exclusion from gross income for federal income tax purposes to which interest on the Series __ Bonds would otherwise be entitled.  No such change to an ARS Rate Period shall become effective unless the [Corporation] shall also file, with the Issuer and the Trustee, an Opinion of Bond Counsel to the same effect dated the ARS Conversion Date.

(iii) Not less than fifteen (15) days prior to the ARS Conversion Date, the Trustee shall mail a written notice of the conversion to the registered owners of all Series __ Bonds to be converted setting forth the same information contained in subparagraph (ii) above and stating that the Series __ Bonds shall be subject to mandatory tender at a purchase price equal to 100% of the principal amount thereof plus accrued interest on the ARS Conversion Date; provided, however, that the Trustee shall not mail such written notice if converting from a Flexible Rate Period until it has received a written confirmation from the Remarketing Agent that no Interest Period for the Series __ Bonds extends beyond the ARS Conversion Date.  

(iv) The Broker-Dealer shall establish the Initial Period Rate and give notice thereof as provided in the Broker-Dealer Agreement.
(v) The [Corporation] may revoke its election to effect a conversion of the interest rate on any Series __ Bonds to an Auction Period Rate by giving written notice of such revocation to the Trustee, the Issuer, the Remarketing Agent, the Liquidity Provider, the Credit Provider, the Auction Agent and the Broker-Dealer at any time prior to the setting of the ARS Rate by the Broker-Dealer.

(vi) No Series ___ Bonds may be converted to the Auction Period Rate when the Series __ Bonds are not held by a depository in book-entry form.

(b) Conversions from ARS Rate Periods.  At the option of the [Corporation], all of a Series of the Series __ Bonds (in an amount which is an Authorized Denomination for the new Rate Period) may be converted from an ARS Rate Period to a Daily Rate Period, a Weekly Rate Period, a Term Rate Period or a Flexible Rate Period.  Any such conversion shall be made as follows:

(i) The Conversion Date from an ARS Rate Period shall be the Interest Payment Date following the final Auction Period.

(ii) The [Corporation] shall give written notice of any such conversion to the Issuer, the Trustee, the Remarketing Agent, if any, the Credit Provider, if any, the Auction Agent and the Broker-Dealer not less than seven (7) Business Days prior to the date on which the Trustee is required to notify the registered owners of the conversion pursuant to subparagraph (iii) below.  Such notice shall specify the ARS to be converted, the Conversion Date and the new rate period to which the conversion shall be made.  Together with such notice, the [Corporation] shall file with the Issuer and the Trustee an Opinion of Bond Counsel to the effect that the conversion of the Series __ Bonds to be converted shall not adversely affect the validity of the Series __ Bonds or any exclusion from gross income for federal income tax purposes to which interest on the Series __ Bonds would otherwise be entitled.  No change to a Daily Rate, a Weekly Rate, a Term Rate or a Flexible Rate shall become effective unless the [Corporation] shall also file, with the Issuer and the Trustee, an Opinion of Bond Counsel to the same effect dated the Conversion Date.

(iii) Not less than twenty (20) days prior to the Conversion Date, the Trustee shall mail a written notice of the conversion to the registered owners of all Series __ Bonds to be converted, specifying the Conversion Date.

(iv) At anytime prior to 10:00 a.m. New York City time on the Business Day immediately preceding the Conversion Date the [Corporation] may withdraw its notice of conversion and the Auction for such Series ___ Bonds shall be held on such Auction Date as if no conversion notice had ever been given.  If on a Conversion Date the conversion notice has not been withdrawn as set forth in the preceding sentence and any condition precedent to such conversion has not been satisfied, the Trustee shall give notice by Electronic Means as soon as practicable and in any event not later than the next succeeding Business Day to the registered owner of the Series _____ Bonds to have been converted, the Issuer, the Auction Agent, the Broker-Dealer [and the Credit Provider] that such conversion has not occurred, that the Series _____ Bonds shall not be purchased on the failed Conversion Date, that the Auction Agent shall continue to implement the Auction Procedures on the Auction Dates with respect to such Series _____ Bonds 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 shall continue to be the Auction Period Rate; provided, however, that the interest rate borne by the Series _____ Bonds which otherwise would have been converted during the Auction Period commencing on such failed Conversion Date shall be the Maximum Interest Rate, and the Auction Period shall be the seven-day Auction Period.
(v) [Except in the case of a conversion to a Term Rate Period or a Fixed Rate Period a Liquidity Facility meeting the requirements of Section ___ hereof shall be in effect on the Conversion Date.]

(vi) On the conversion date applicable to the Series __ Bonds to be converted, the Series __ Bonds to be converted shall be subject to mandatory tender at a purchase price equal to 100% of the principal amount thereof, plus accrued interest.  The principal portion of the purchase price of the Series ___ Bonds so tendered shall be payable solely from the proceeds of the remarketing of such Series ____ Bonds.  In the event that the conditions of a conversion are not satisfied, including the failure to remarket all applicable Series ___ Bonds on a mandatory tender date, the Series ___ Bonds shall not be subject to mandatory tender, shall be returned to their owners, shall automatically convert to a seven-day Auction Period and shall bear interest at the Maximum Interest Rate.

SECTION ___.  Fixed Rate Conversion at Option of [Corporation].  At the option of the [Corporation], all of a Series of the Series __ Bonds bearing interest at a Daily Rate, Weekly Rate, Term Rate, Flexible Rate or Auction Period Rate (in an amount which is an Authorized Denomination for the new Rate Period) may be converted to bear interest at the Fixed Interest Rate as hereinafter provided.  Any such conversion shall be made as follows:

(c) The Conversion Date to a Fixed Interest Rate shall be:  (i) in the case of a conversion from a Daily Rate Period or a Weekly Rate Period a regularly scheduled Interest Payment Date on which interest is payable for the Daily Rate Period or Weekly Rate Period from which the conversion is to be made; [(ii) in the case of a conversion from a Term Rate Period, a regularly scheduled Interest Payment Date on which a new Term Rate Period would otherwise have commenced]; (iii) in the case of a conversion from a Flexible Rate Period, a day which is the last regularly scheduled Interest Payment Date on which interest is payable for any Interest Period theretofore established for the Series __ Bonds to be converted; and (iv) in the case of a conversion from an ARS Rate Period, the Interest Payment Date following the final Auction Period.

(d) Not less than seven (7) Business Days prior to the date on which the Trustee is required to notify the registered owners of the conversion pursuant to subparagraph (c) below, the [Corporation] shall give written notice of the conversion to the Issuer, the Trustee, the Remarketing Agent, if any, the Liquidity Provider, if any, the Credit Provider, the Auction Agent, if any, and the Broker-Dealer, if any, setting forth the proposed Conversion Date.  Together with such notice, the [Corporation] shall file with the Issuer, the Trustee and the Trustee’s Agent, if any, an Opinion of Bond Counsel to the effect that the conversion of the Series __ Bonds to the Fixed Interest Rate, including the assignment of new maturity dates and amortization requirements pursuant to subparagraph (g) of this Section ___, shall not adversely affect the validity of the Series __ Bonds or any exclusion from gross income for federal income tax purposes to which interest on the Series __ Bonds would otherwise be entitled.  No conversion to the Fixed Interest Rate shall occur unless the [Corporation] shall also file with the Issuer and the Trustee an Opinion of Bond Counsel to the same effect dated the Conversion Date.

(e) In the event of a conversion from a Daily Rate Period, Weekly Rate Period or a Flexible Rate Period, the Trustee shall mail a notice of the proposed conversion to the registered owners of all Series __ Bonds to be converted not less than thirty (30) days prior to the proposed Conversion Date.  Such notice shall state that the Series ___ Bonds to be converted shall be subject to mandatory tender at a price equal to 100% of the principal amount thereof plus accrued interest on the Conversion Date.   In the event of a conversion from an ARS Rate Period, the Trustee shall mail a notice of the proposed conversion to the registered owners of all Series __ Bonds to be converted not less than twenty (20) days prior to the proposed Conversion Date.  Such notice shall state that the Series ___ Bonds to be converted shall be subject to mandatory tender at a purchase price equal to 100% of the principal amount thereof, plus accrued interest.  The principal portion of the purchase price of the Series ___ Bonds so tendered shall be payable solely from the proceeds of the remarketing of such Series ____ Bonds.  In the event that the conditions of a conversion are not satisfied, including the failure to remarket all applicable Series ___ Bonds on a mandatory tender date, the Series ___ Bonds shall not be subject to mandatory tender, shall be returned to their owners, shall automatically convert to a seven-day Auction Period and shall bear interest at the Maximum Interest Rate.

(f) Not later than 12:00 noon, New York City time, on the Business Day prior to the Conversion Date, the Remarketing Agent shall determine the Fixed Interest Rate for the Series __ Bonds to be converted.

(g) Such determination shall be conclusive and binding upon the Issuer, the [Corporation], the Trustee, the Liquidity Provider, if any, the Credit Provider, if any, the Broker-Dealer, if any, the Auction Agent, if any, and the Beneficial Owners of the Series __ Bonds to which such rate shall be applicable.  Not later than 5:00 p.m., New York City time, on the date of determination of the Fixed Interest Rate, the Remarketing Agent shall notify the Trustee, the Issuer and the [Corporation] of such rate by telephone.

(h) The [Corporation] may revoke its election to effect a conversion of the interest rate on the Series __ Bonds to the Fixed Interest Rate by giving written notice of such revocation to the Issuer, the Trustee, the Remarketing Agent, if any, the Liquidity Provider, if any, the Credit Provider, if any, the Auction Agent, if any, and the Broker-Dealer, if any, at any time prior to 10:00 a.m. New York City time on the Business Day immediately preceding the proposed Conversion Date and if the Series ___ Bonds bear interest at an Auction Period Rate an Auction for such Series ___ Bonds shall be held on such date as if no notice of conversion had ever been given.

(i) Prior to the conversion of any of the Series __ Bonds to a Fixed Interest Rate pursuant to this Section ___, the Remarketing Agent shall deliver to the Trustee, the Issuer and the [Corporation] a certificate which includes a schedule specifying the principal amount of Series __ Bonds to be converted to a Fixed Interest Rate which shall mature on               1 of the years specified in such schedule and the interest rate payable on the Series __ Bonds to be converted to a Fixed Interest Rate of each such maturity date and a schedule specifying the principal amount of Series __ Bonds to be converted to a Fixed Interest Rate maturing on ___________ 1 of the years specified in such schedule or to be called for mandatory redemption pursuant to the amortization requirements on _________ 1 of the Bond Years specified in such schedule.  In determining the maturity dates, amortization requirements and interest rates, the Remarketing Agent shall use the following guidelines:

(i) The Remarketing Agent shall determine the schedule of principal payments on the Series __ Bonds to be converted to a Fixed Interest Rate to achieve annual level debt service with respect to the converted Series __ Bonds.  In making such schedule, the Remarketing Agent shall, to the extent necessary, alternately round down and up to the nearest $5,000 the amount allocable to the Series __ Bonds which are being converted;

(ii) The Remarketing Agent shall allocate the Series __ Bonds to be converted to a Fixed Interest Rate between serial bonds and term bonds in such manner as shall produce the lowest aggregate interest payable with respect to such Series __ Bonds; and

(iii) The Remarketing Agent shall set the interest rate on each Series __ Bond to be converted to a Fixed Interest Rate of a particular maturity date at the lowest interest rate that shall enable such Series __ Bond, upon conversion, to be remarketed at par (plus any accrued interest) taking into account the maturity date of such Series __ Bond and amortization requirements with respect to the Series __ Bonds of such maturity date.

The foregoing notwithstanding, the Issuer may agree to another method for providing for payment of principal of the Series __ Bonds after the Conversion Date if (i) the Remarketing Agent deems the utilization of such other method necessary in order to remarket the Series __ Bonds at a price of par and (ii) there is delivered to the Trustee and the Issuer by the [Corporation] an Opinion of Bond Counsel to the effect that utilization of such other method shall not adversely affect the validity of any Series __ Bonds or any exclusion from federal income taxation to which the interest on the Series __ Bonds would otherwise be entitled.

(j) Mandatory redemption of the Series __ Bonds converted to the Fixed Interest Rate by operation of the Sinking Fund Account shall be without premium.  The Series __ Bonds converted to the Fixed Interest Rate shall be redeemed by the Trustee pursuant to the provisions of this Section and Article ___ without any notice from or direction by the Issuer or the [Corporation].

(k) If on the proposed Conversion Date any condition precedent to such conversion is not satisfied and the Series ____ Bonds bear interest at the Auction Period Rate, the Trustee shall give notice by Electronic Means as soon as practicable and in any event not later than the next succeeding Business Day to the registered owners of the Series _____ Bonds, the Issuer, the Broker-Dealer and [the Credit Provider] that such conversion has not occurred, that the Series _____ Bonds shall not be purchased on the failed Conversion Date, that the Auction Agent shall continue to implement the Auction Procedures on the Auction Dates with respect to the Series _____ Bonds 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 shall continue to be the Auction Period Rate; provided, however, that the interest rate borne by the Series _____ Bonds during the Auction Period commencing on such failed Conversion Date shall be the Maximum Interest Rate, and the Auction Period shall be the seven-day Auction Period.
10. The Auction Agent.  Insert the following language:
SECTION ___. Auction Agent.  (a) The Auction Agent shall be appointed by the Trustee at the written direction of the Corporation, to perform the functions specified herein.  The Auction Agent shall signify its acceptance of the duties and obligations imposed upon it hereunder by a written instrument, delivered to the Corporation, the Trustee, the Issuer 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 Issuer, the Corporation and the Trustee.


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

SECTION ____. Qualifications of Auction Agent; Resignation; Removal.  The Auction Agent shall be (a) a bank or trust company organized under the laws of the United States or any state or territory thereof having a combined capital stock, surplus and undivided profits of at least $30,000,000, or (b) a member of NASD having a capitalization of at least $30,000,000 and, in either case, authorized by law to perform all the duties imposed upon it by this [Name of Authorizing Document] and a member of or a participant in, the Securities Depository.  The Auction Agent may at any time resign and be discharged of the duties and obligations created by this [Name of Authorizing Document] or may be removed at any time by the Corporation as provided in the Auction Agreement.  Upon any such resignation or removal, the Trustee at the direction of the Corporation, shall appoint a successor Auction Agent meeting the requirements of this section.  In the event of the resignation or removal of the Auction Agent, the Auction Agent shall pay over, assign and deliver any moneys and Series _____ 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; provided, however, that if a successor Auction Agent has not been appointed within 45 days of the giving of such notice of resignation of removal of the Auction Agent, the Auction Agent may petition a court of competent jurisdiction to appoint a substitute Auction Agent.  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 Corporation, the Issuer and the Trustee even if a successor Auction Agent has not been appointed.


