TENNESSEE STATE SCHOOL BOND AUTHORITY
June 27, 2019
AGENDA

Call meeting to order
Approval of Minutes from the TSSBA meeting of November 26, 2018
Approval of Projects for:
The University of Tennessee
e University of Tennessee Chattanooga — Football/Athletic Facility (A95); Cost: $20,000,000 of which

$13,000,000 will be financed by TSSBA; Term of Financing: to be financed over a period of 30 years at
an assumed taxable rate.

Public Hearing on and Approval of the Tennessee State School Bond Authority Debt Policy

Approval of the “Supplemental Resolution Authorizing and Providing for the Issuance and Sale of Higher
Educational Facilities Second Program Bonds” for the 2019 Series Bonds and delegate the authority to sell and
fix the details of the bonds

Adjourn



TENNESSEE STATE SCHOOL BOND AUTHORITY
November 26, 2018

The Tennessee State School Bond Authority (“TSSBA”, or the “Authority”) met on Monday, November
26, 2018, at 2:40 p.m. in the Cordell Hull Building, First Floor, Senate Hearing Room I, Nashville,
Tennessee. The Honorable Justin Wilson, Comptroller, was present and presided over the meeting.

The following members were also present:

Keith Boring, proxy for The Honorable Tre Hargett, Secretary of State (was he a legal proxy?)
Joy Harris, proxy for The Honorable David Lillard, State Treasurer

Commissioner Larry Martin, Department of Finance and Administration

Danny Gibbs, proxy for Dr. Flora Tydings, Chancellor, Tennessee Board of Regents

Ron Maples, proxy for Randy Boyd, Interim President, University of Tennessee

The following member was absent:

The Honorable Bill Haslam, Governor

Recognizing a physical quorum present, Mr. Wilson called the meeting to order and asked for a motion to
approve the minutes of the meeting held on August 20, 2018. Mr. Wilson moved approval of the minutes.
Mr. Maples seconded the motion, and the minutes were unanimously approved.

Mr. Wilson then stated that the next item on the agenda was consideration of a project from the University
of Tennessee. Mr. Wilson recognized Ms. Michelle Crowder, Interim Executive Director of Capital
Projects, to present the project for consideration for the University of Tennessee:

e University of Tennessee Knoxville -Neyland Stadium South Renovations (A94); Increase in
cost of $74,000,000 for total funding of $180,000,000 of which $109,000,000 (an increase
of $38,000,000) will be financed by TSSBA; Term of Financing: $80,000,000 to be financed
for 20 years as long-term financing at an assumed taxable rate and $29,000,000 to be
financed over 10 years as short-term financing at an assumed taxable rate.

Mr. Wilson asked Ms. Sandi Thompson, Director of the Office of State and Local Finance (“OSLF”) if
staff had reviewed the request. Ms. Thompson replied that the OSLF had reviewed the application, and
that revenues appeared to be sufficient to cover the debt service. Mr. Wilson made a motion to approve
the project. Mr. Gibbs seconded the motion, and it was unanimously approved.

Mr. Wilson then stated that the next item on the agenda was consideration of the cancellation of
University of Tennessee Health Science Center (A85) - Audiology & Speech Pathology Project. Mr.
Wilson called on Ms. Crowder to explain the cancellation. Ms. Crowder stated the project was no longer
a priority of the campus and would like it to be cancelled. Mr. Wilson moved approval of the
cancellation. Mr. Maples seconded the motion and it was unanimously approved.

Mr. Wilson stated the next item was the approval of the second amendment to the financial advisor contract
with Public Financial Management LLC (“PFM”). Mr. Wilson stated that the proposed amendment would
extend the contract for one year ending on December 31, 2019. Mr. Wilson moved approval of the
amendment to extend the financial advisory contract for one year. Mr. Maples seconded the motion and it
was unanimously approved.

The meeting was adjourned.

Approved on this day of , 2019

Respectfully submitted,

Sandra Thompson
Assistant Secretary



Tennessee State School Bond Authority Feasibility Study

Individual Project Summary

Revenue Source: Debt Service Funds $ 1,138,500
Total Revenue Source: $1,138,500

Assumptions:
TSSBA Funding Requested $13,000,000
Interest Rate 7.85%
Tax Status Taxable
Term of Financing 30-Years
Cost of Issuance $195,000

Feasibility Test

May Principal November Principal
(No DSRF) (no DSRF)
Pledged Revenues [ $1,138,500] $1,138,500
New Max Annual Debt Service | $1,113,477] $1,104,188
Feasible I Yes | Yes

Prepared on April 17, 2018 by Jacqueline Felland

Project Disclosed in Budget

*TSSBA staff conducts a feasibility test on a project-by-project basis to ensure that each individual project has sufficient revenue pledged to cover the projected
maximum annual debt service charged to the project. On an annual basis, and prior to the issuance of long-term debt, an assessment is performed pursuant to
Article 2.01 (b) which requires that the aggregate amount of the Fees and Charges collected by an Institution in the preceding Fiscal Year is not less than two
times the amount required for the payment of the aggregate of the maximum amount of Annual Financing Charges.



Tennessee State School Bond Authority
UTC Football/Athletic Facility

DEPARTMENT: University of Tennessee Chattanooga

INSTITUTION/LOCATION: University of Tennessee/Chattanooga

SBC PROJECT #: _540/005-04-2016

PROJECT BUDGET:
Funding Sources: TSSBA $13,000,000
Other: Gifis $ 7,000,000
Total $20,000,000

PROJECT REVENUES: (Describe sources and projected levels)
Annual debt service te be funded by debt service funds ($1,138.500). These funds represent approximately 0.675%
of the UTC FY 2018 annual E&G operating budget.

PROJECT LIFE:
Anticipated Useful Life of Project: 30+ years

Desired Term for Financing (if less than useful life): 30 years

ESTIMATED ANNUAL FINANCING CHARGE: $1,138,500.00

PROJECT APPROVAL DATES:
BOARD: 10/09/2015
THEC: 11/20/2015
SBC: 05/10/2018

Disclosed in the Governor’s Budget: X = Yes __ No If yes, what year? 2016
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PROJECT DESCRIPTION: Physical description, including land, buildings and equipment with
approximate doliar value. (If a renovation or repair project, please provide information with respect to the
renovated or improved portion as well as the entire structure),

The project will construct an approximate 50,000 gross sf facility to serve the needs of the Chattancoga
intercollegiate athletic program. This will either be an addition to the McKenzic Arena or a standalone
building. The planning phase of the project was approved in FY 2014-15 for $1M.

REAL ESTATE:
Owner of real property  The University of Tennessee

To be acquired To be leased or other arrangement
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The purpose of the following questions are to determine the tax status of this project to be financed with the
proceeds of Tennessee State School Bond Authority Bonds and/or Bond Anticipation Notes and the amount of
private vse associated with this project. Private use means the direct or indirect use of the project by any entity
other than a state or local government entity, including use by the Federal Government (including its agencies and
instrumentalities) or a Section 501(c)(3), (c)(4), or (¢)(6) organization. When the project consists of an
improvement that dees not involve space that is being used directly by governmental or private users (for
example, a re-roofing, air conditioning or energy efficiency improvement), all questions involving uses and users
of the project should be answered by reference to all portions of the facility or facilities benefited by the
improvement.

The questions below relate to the project referenced above, Attach additional sheets as required. Please make a
copy of this document for yaur files.

1. Project Status: (If the project has already been completed, and the proceeds are being used to reimburse the
department, please so indicate and include date of project completion.} Design

2. Project completion estimated to be: 2023

3. Project Owner:  University of Tennessee

4. Project Operator (see also item 8 below): _ University of Tennessee

5. Intended Use of the Project: _ Intercollegiate athletic facility

6. Intended Users of the Project {(excluding use by the general public):  Students, Faculty, and Staff

7. Indicate whether any of the following activities will take place at the project. Indicate whether the activities
are operated by a private entity or will indircetly benefit a private entity. Include all incidental private uscs.
For each direct or indirect private use of the project, indicate the total amount of space the private use occupies
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in relation to the entire project. (For example, if an area of vending machines operated by a private contractor
occupies 50 square feet of a 5,000 square foot area financed, indicate the relationship in terms of the ratio of
square footage used.)

Gross Square Footage of Building 50,000 (See Supporting Data Sheet if more than one
building is involved.)

A. Vending Machines:
Square Foolage  N/A

Operatot

Are any vending areas separated by walls, night gates, ete. so that they are under the control of
the service provider/operator?

B. Wholesalers or retailers {(e.g., Newsstand, Book Store, Pharmacy, etc.):
Square Footage  N/A

Type

Operator

C. Pay Telephones:
Square Foolage  N/A

D.  Laundry Services:
Square Footage  N/A

Operator

Are any laundry service arcas separated by walls, night gates, etc. so that they are under the
control of the service provider/operator?

E. Cafeteria or other food services areas:

Square Footage  N/A

Operator

F. Provision of health care services:

Square Footage  N/A

Operator

G.  Laboratory research performed on behalf of or for the benefit of a private entity or pursuant to a
cooperalive research agresment:

Square Footage  N/A

Recipient

H. Office space utilized by or on behalf of private entities:
Square Footage  N/A

Occupant

[.  Provision of housing for persons or entities other than enrolled students:
Square Footage  N/A
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8. Attach copies of any management contracts or incentive payment contracts entered into, or to be entered
into, in connection with the operation of the project. (Do not include contracts for services that are solely
incidental to the primary governmental functions of the facility (for example, contracts for janitorial, office
equipment repair or similar services). Indicate the portion of the project to which the contracts relate. Give
the usable square feet involved compared to the total usable square feet of the facility being financed, Ifa
contract has not been entered into but is anticipated, indicate that fact.

N/A

9, Will any debt proceeds be used to make or finance loans to any private entity? If so, indicate the amount of

such loans, the length and payment terms of such loans: No

10. Indicate any expected payments (direct or indirect) to be made by non-governmental entities, separately and
in the aggregate, to the State or any other governmental entity, with respect to the project.

N/A
11, Additional information not explained above. None
Completed this __ 12th day of  April , 2018 ,
Jogeph Al DiPietro Michelle L7Croiwvder, Interim Executive Director
President Office of Capital Projects

Davil - Hit-

David L. Miller, Chief Financial Officer

To be filled out by the Authority
BOND COUNSEL APPROVAL:  DATE
GOOD
5%
10%
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TENNESSEE STATE SCHOOL BOND AUTHORITY

DEBT MANAGEMENT POLICY

Prepared by:
Office of State and Local Finance
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Debt Management Policy

Introduction

The Tennessee State School Bond Authority (the “Authority”), created in 1965 under the Tennessee State
School Bond Authority Act, Sections 49-3-1201 et seq., Tennessee Code Annotated (“TCA”), is a corporate
governmental agency and instrumentality of the State of Tennessee whose purpose is to finance revenue
generating capital projects for public institutions of higher education located in Tennessee (“Higher
Education Institutions”) by issuing bonds and notes of the Authority and to finance projects approved
pursuant to the Qualified Zone Academy Bond Program (“QZAB”) and Qualified School Construction Bond
Program (“QSCB”)(both federal government programs for local education agencies).

The Authority has financed a variety of revenue generating higher education projects including
dormitories, athletic facilities, parking facilities and major equipment purchases. These projects stand in
contrast to non-revenue generating capital projects for basic academic needs such as classrooms and
libraries that are funded from the proceeds of the State’s general obligation bonds.

QZAB and QSCB projects include construction of new schools, renovation, and rehabilitation of existing
schools, as well as purchase of land and equipment for use in qualified projects. Federal guidelines allow
for QZAB proceeds to be used to fund teacher training. However, under Tennessee Constitution Article II,
Section 24, no debt will be issued to fund current operating expenses (including internal employee labor)
unless such debt is retired or repaid within the fiscal year of issuance. Thus, the Authority does not use
QZAB proceeds to fund teacher training.

The Office of State and Local Finance (the “OSLF”) serves as staff to the Authority. Both the Director of the
OSLF and the Assistant to the Comptroller for Public Finance serve as the Assistant Secretary to the
Authority.

Purpose

Debt management policies provide written guidance about the amount and type of debt issued by
governments, the issuance process for such debt, and the management of the debt portfolio. A debt
management policy tailored to the needs of the Authority: (1) identifies policy goals and demonstrates a
commitment to long-term financial planning (2) improves the quality of decisions concerning debt issuance;
and (3) provides justification for the structure of debt issuance. Adherence to its debt management policy
signals to rating agencies and the capital markets that the Authority is well managed and able to meet its
obligations in a timely manner.

Debt levels and their related annual costs are important financial considerations that impact the use of
current resources. An effective debt management policy provides guidelines for the Authority to manage its
debt programs in line with those resources.

The QZAB and QSCB programs are limited to the amounts allocated by the federal government. The
Authority adopted the Qualified Zone Academy Bonds General Bond Resolution on September 9, 1999 and
the Qualified School Construction Bonds General Bond Resolution on November 5, 2009 authorizing the
issuance of QZABs or QSCBs thereunder from time to time pursuant to Supplemental Resolutions. At this
time the Authority does not anticipate further issuance of debt for these programs due to economic and
financial conditions and constraints.

This policy applies to the QZAB and QSCB programs for purposes of Debt Maintenance and Federal
Regulatory Compliance and Continuing Disclosure.



Goals and Objectives

The Authority is establishing this debt policy as a tool to ensure that financial resources are adequate to
meet the Authority’s long-term debt program and financial planning. In addition, this Debt Management
Policy (the “Policy”) helps to ensure that financings undertaken by the Authority satisfy certain clear
objective standards designed to protect the Authority’s financial resources and to meet its long-term

capital needs.

A. The goals of this Policy

To document responsibility for the oversight and management of debt related transactions;
To define the criteria for the issuance of debt;

To define the types of debt approved for use within the constraints established by the
General Assembly;

To define the appropriate uses of debt;
To define the criteria for evaluating refunding candidates or alternative debt structures; and

To minimize the cost of issuing and servicing debt

B. The objectives of this Policy

To establish clear criteria and promote prudent financial management for the issuance of all
debt obligations;

To identify legal and administrative limitations on the issuance of debt;
To ensure the legal use of the Authority’s debt issuance authority;

To maintain appropriate resources and funding capacity for present and future capital
needs;

To protect and enhance the Authority’s credit rating;
To evaluate debt issuance options;

To promote cooperation and coordination with other stakeholders in the financing and
delivery of services;

To manage interest rate exposure and other risks; and

To comply with Federal Regulations and generally accepted accounting principles (“GAAP”)

Debt Management

A. Purpose and Use of Debt Issuance

Debt is to be issued pursuant to the Act, as amended, and the Higher Educational Facilities Second
Program General Bond Resolution (adopted by the Authority on April 27, 1998 authorizing the
issuance of Higher Educational Facilities Second Program Bonds from time to time by Supplemental
Resolutions).

Debt may be used to finance capital projects identified in the Financing Agreements
between the Authority and (i) the Tennessee Board of Regents of the State University and
Community College System (“TBR”) and (ii) the Board of Trustees of the University of
Tennessee (“UT”).

Debt may be used to finance project costs which include all direct capital costs and indirect
capital costs of projects, including but not limited to costs of construction and acquisition,

2



costs of issuance of debt, funded interest on debt, and amounts to fund or replenish
reserves, if and to the extent approved by the Authority. In compliance with Article II,
Section 24 of the Tennessee Constitution, no budgeted current operational expenditures
(including internal employee labor) shall be reimbursed with debt proceeds unless such
debt is retired /repaid within the fiscal year of issuance.

Prior to the issuance of bonds, bond anticipation notes may be issued for the payment of
costs as authorized by the Authority.

Bonds may be issued to refinance outstanding debt.

B. Debt Capacity Assessment

The debt capacity of the Authority is partially reliant on the debt capacity of the Higher
Education Institutions. Due to this reliance, this Policy requires the assessment of the debt
capacity the Higher Education Institutions on a project-by-project basis as each project is
presented for approval. Debt capacity of each project is based on debt service coverage,
which measures the actual margin of protection for annual debt service payments from the
annual pledged revenue. Pledged revenue plus the pledge of legislative appropriations
must meet a two times coverage test for a project to be approved for debt funding.

Bond anticipation notes are limited to the amount stated in the related Resolution and/or
Credit Agreement.

C. Federal Tax Status

Tax-Exempt Debt - The Authority will use its best efforts to maximize the amount of debt
sold as tax-exempt based on the assumptions that tax-exempt interest rates are lower than
taxable rates and that the interest savings outweigh the administrative costs, restrictions on
use of financed projects, and investment constraints.

Taxable Debt - The Authority will sell taxable debt when necessary to finance projects not
eligible to be financed with tax-exempt debt.

D. Legal Limitations on the Use of Debt

Pursuant to Section 47-3-1207(d)(4) of the TCA, limitations on the purpose to which the
proceeds of sale of bonds or notes may be applied are contained in the resolution or
resolutions authorizing the bonds or notes.

No debt may be issued for a period longer than the useful life of the capital project it is
funding.

Types of Debt

Pursuant to Section 49-3-1207 of the TCA, the Authority is authorized from time to time to issue its
negotiable bonds and notes. These include:

A. Bonds

The Authority may issue bonds, where repayment of the debt service obligations of the bonds will
be made through revenues generated from specifically designated sources. The bonds will be
special obligations of the Authority. These bonds may include but not limited to:

Fixed Interest Rate Bonds. Bonds that have an interest rate that remains constant
throughout the life of the bond.

= Serial Bonds

= Term Bonds



e Variable Interest Rate Bonds. Bonds which bear a variable interest rate but do not
include any bond which, during the remainder of the term thereof to maturity, bears
interest at a fixed rate. Provision as to the calculation or change of variable interest rates
shall be included the corresponding Supplemental Resolution.

e (Capital Appreciation Bonds. Bonds as to which interest is payable only at maturity or
prior redemption of such Bonds or which bear a stated interest rate of zero. The
corresponding Supplemental Resolution for the bonds will define the manner in which the
period during which principal and interest shall be deemed to accrue, and the valuation
dates for the bonds and the accreted value on the valuation date.

B. Short-Term Debt

The Authority may issue short-term debt, from time to time as needed to fund projects for the
Higher Educational Institutions during their construction phase. Such debt shall be authorized by
resolution of the Authority. Short-term debt may be used for the following reasons:

e To fund projects with an average useful life of ten years or less; and
e To fund projects during their construction phase

The short-term debt may be structured as Bond Anticipation Notes (“BANs”) or short-term
obligations that will be repaid by proceeds of a subsequent long-term bond issue or fees and
charges from the borrowers. Typically, short-term debt is issued during the construction period to
take advantage of the lower short-term interest rates. Short-term debt may include:

o Commercial Paper (“CP”) - CP is a form of BANs that has a maturity up to 270 days may be
rolled to a subsequent maturity date and is commonly used to finance a capital project
during construction. It can be issued incrementally as funds are needed.

o Fixed Rate Notes - Notes issued for a period of one year or less at a fixed interest rate.

e Variable Rate Notes - Notes issued for a period of one year or less, which bear variable
interest rates until redeemed. Provision as to the calculation or change of variable interest
rates shall be included in the authorizing resolution.

o Revolving Credit Facility - A form of BANs involving the extension of a line of credit from a
bank. The bank agrees that the revolving credit facility can be drawn upon incrementally as
funds are needed. The draws upon the line of credit may bear variable interest rates until
redeemed. Provision as to the calculation or change of variable interest rates shall be
included in the authorizing credit agreement.

Debt Management Structure

The Authority shall establish all terms and conditions relating to the issuance of bonds and will invest all
bond proceeds pursuant to the terms of the Authority’s Second General Bond Resolution and the State’s
investment policy. Unless otherwise authorized by the Authority, the following shall serve as the Policy for
determining structure:

A. Term

All capital projects financed through the issuance of debt will be financed for a period not to exceed
the useful life of the projects, and in consideration of the ability of the borrower to absorb the
additional debt service expense within the debt affordability guidelines, but in no event will the
term of any bonds exceed thirty (30) years.



B. Capitalized Interest

From time to time, certain financings may require the use of capitalized interest from the issuance
date until the borrower has beneficial use or occupancy of the financed project. Interest may be
financed (capitalized) through a period permitted by federal law and the Authority’s Second
Program General Bond Resolution if it is determined that doing so is beneficial to the financing by
the Authority.

C. Debt Service

Debt issuance shall be planned to achieve relatively net level debt service. The Authority shall
avoid the use of bullet or balloon maturities, absent sinking fund requirements, except in those
instances where these maturities serve to make existing overall debt service level or to match a
specific income stream.

No debt shall be structured with deferred repayment of principal unless such structure is
specifically approved by unanimous vote of the members of the Authority.

D. Call Provisions

In general, the Authority’s securities will include a call feature no later than ten (10) years from the
date of delivery of the bonds. Call Features should be structured to provide the maximum flexibility
relative to cost. The Authority will avoid the sale of long-term non-callable bonds absent careful
evaluation by the Authority with respect to the value of the call option.

E. Original Issuance Discount/Premium

Bonds sold with original issuance discount/premium will be permitted with the approval of the
Authority.

Refunding Outstanding Debt

The Authority may refinance outstanding bonds by issuing new bonds. Authority staff with assistance from
the Authority’s financial advisor (“Financial Advisor”) shall have the responsibility to analyze outstanding
bond issues for refunding opportunities, whether for economic, tax-status, or project reasons.
Consideration shall be given to anticipated costs and administrative implementation and management.

A. Refunding Proposals
Refunding opportunities shall be reported to the Authority when:

o The sale of refunding bonds produces an aggregate present value savings of at least 4% of
the par value of the bonds to be refunded; or

e The refunding of bonds creates additional debt capacity and produces an aggregate present
value savings of at least 3% of the par value of the bonds to be refunded; or

o The refunding of the bonds is necessary due to a change in the use of a project that would
require a change to the tax status of the Bonds; or

e The projectis sold or no longer in service while still in its amortization period; or

e Restrictive Covenants prevent the issuance of other debt or create other restrictions on the
financial management of the project and revenue producing activities.

If a decision to refund is based on savings, then the Authority will issue the refunding debt only
after receipt of a certified analysis from the Financial Advisor that the market conditions at the time
of the sale will still produce the necessary savings.



B. Term of Refunding Issues

The Authority will refund bonds within the term of the originally issued debt allowing for an
extension within the fiscal year of the original term. No backloading of debt will be permitted.

C. Bond Structuring
The bonds will be structured to create proportional or level debt service savings.
D. Escrow Structuring

The Authority shall structure refunding escrows using permitted securities deemed to be legally
permitted under the circumstances. The Authority shall take all actions as may be necessary or
appropriate to effectuate the transactions contemplated by the Refunding Trust Agreements,
including but not limited to the purchase of State and Local Government Obligations (SLGS). Under
no circumstances shall an underwriter, agent or financial advisor sell escrow securities to the
Authority from its own account.

E. Arbitrage

The Authority shall take all reasonable steps to optimize escrows and to avoid negative arbitrage in
its refunding subject to section 49-3-1205(6) of the TCA. Any positive arbitrage will be rebated as
necessary according to Federal guidelines (see also “Federal Regulatory Compliance and Continuing
Disclosure - A. Arbitrage”).

Methods of Sale

A. Competitive

In a competitive sale, the Authority’s bonds shall be awarded to the bidder providing the lowest
true interest cost as long as the bid adheres to the requirements set forth in the official notice of
sale. The competitive sale is the Authority’s preferred method of sale.

B. Negotiated

While the Authority prefers the use of a competitive process, the Authority recognizes some
securities are best sold through negotiation. In a negotiated sale, an underwriting team will be
chosen and the underwriter’s fees negotiated prior to the sale (see “Selection of Underwriting Team
(Negotiated Transaction)”). In its consideration of a negotiated sale, the Authority shall assess the
following circumstances:

e A structure which may require a stronger pre-marketing effort,
e Size of the issue which may limit the number of potential bidders,

e Market volatility is such that the Authority would be better served by flexibility in timing a
sale,

o Credit strength,
e Iflegal or disclosure issues make it advisable in marketing the bonds, and
e Tax status of bond.

C. Private Placement

From time to time, the Authority may have a need to consider privately placing its debt where the
size is too small or the structure is too complicated for public debt issuance, or the number of
market purchasers is limited, and/or will result in a cost savings to the Authority relative to other
methods of debt issuance.



Selection of Underwriting Team (Negotiated Transaction)

If there is an underwriter, the Authority shall require the underwriter to clearly identify itself in writing,
whether in a response to a request for proposals or in promotional materials provided to the Authority or
otherwise, as an underwriter and not as a financial advisor from the earliest stages of its relationship with
the Authority with respect to that issue. The underwriter must clarify its primary role as a purchaser of
securities in an arm’s-length commercial transaction and that it has financial and other interests that differ
from those of the Authority. The underwriter in a publicly offered, negotiated sale shall be required to
provide pricing information both as to interest rates and to takedown per maturity to the Authority or its
designated official in advance of the pricing of the debt.

D. Senior Manager

The Authority with assistance from its financial advisor shall select the senior manager for a
proposed negotiated sale. The selection criteria shall include but not be limited to the following:

e Experience in selling Tennessee Debt;
e Ability and experience in managing complex transactions;
e Prior knowledge and experience with the Authority;
e Willingness to risk capital and demonstration of such risk;
e Quality and experience of personnel assigned to the Authority’s engagement;
¢ Financing and marketing ideas presented; and
e Underwriting fees.
E. Co-Manager

Co-managers will be selected on the same basis as the senior manager. The number of co-managers
appointed to specific transactions will be a function of transaction size and the necessity to ensure
maximum distribution of the Authority’s bonds. The Secretary or Assistant Secretary to the Authority
will, at his or her discretion, affirmatively determine the designation policy for each bond issue.

F. Selling Groups

The Authority may use selling groups in certain transactions to maximize the distribution of bonds
to retail investors. Firms eligible to be a member of the selling group, should either have a public
finance department or pricing desk located within the boundaries of the State. To the extent that
selling groups are used, the Secretary or Assistant Secretary of the Authority at his or her discretion
may make appointments to selling groups as the transaction dictates.

G. Underwriter’'s Counsel

In any negotiated sale of Authority debt in which legal counsel is required to represent the
underwriter, the appointment will be made by the Senior Manager.

H. Underwriter’s Discount

The Authority will evaluate the proposed underwriter’s discount against comparable issues in the
market. If there are multiple underwriters in the transaction, the Authority will determine the
allocation of fees with respect to the management fee, if any. The determination will be based upon
participation in the structuring phase of the transaction. All fees and allocation of the management
fee will be determined prior to the sale date. A cap on management fee, expenses and underwriter’s
counsel fee will be established and communicated to all parties by the Authority. The senior
manager shall submit an itemized list of expenses charged to members of the underwriting group.
Any additional expenses must be substantiated.
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I. Evaluation of Underwriter Performance

Authority staff with assistance of the Financial Advisor will evaluate each bond sale after
completion to assess the following: costs of issuance including underwriters’ compensation, pricing
of the bonds in terms of the overall interest cost and on a maturity-by-maturity basis, and the
distribution of bonds and sales credits.

Following each sale, Authority staff shall provide a report (including the information contained in
the paragraph above) to the Authority on the results of the sale.

Credit Quality

The Authority’s debt management activities will be conducted to receive the highest credit ratings possible,
consistent with the Authority’s financing objectives. The Office of the Comptroller of the Treasury through
the “OSLF” will be responsible for maintaining relationships and communicating with the rating agencies
that assign ratings to the Authority’s debt. The OSLF will schedule rating agency calls and/or visits prior to
the issuance of Tennessee State School Bond Authority debt.

The OSLF will provide the rating agencies with periodic updates of the general financial condition of the
Authority. Full disclosure of operations and open lines of communication shall be maintained with the
rating agencies. The Authority, together with the Financial Advisor, shall prepare presentations to the
rating agencies to assist credit analysts in making an informed decision.

The Authority through the OSLF will engage the relevant rating agencies in advance, in the event that the
Authority decides to move forward with a plan of finance that includes variable rate debt, new commercial
paper programs or the use of derivatives.

The Authority shall apply for ratings from at least two of the three Statistical Rating Organizations (the
“SR0O”). The Authority shall fully review the contract with the SRO and receive an engagement letter prior
to submitting documentation for the rating.

A. Security of Bonds
1. Debt Service Reserve Fund

The Authority’s Second Program General Bond Resolution provides that a Debt Service
Reserve Fund shall be established for each bond that is issued

e Cash Funded Debt Service Reserve - a fund in which moneys are placed in reserve to
be used to pay debt service if pledged revenues are insufficient to satisfy the debt
service requirements. The debt service reserve fund is funded with bond proceeds at
the time of issuances. The balance in the debt service reserve fund will be used to pay
the final maturity of that bond. It is the Authority’s current practice to establish this
fund with no current funding (funded at zero dollars).

o Reserve Fund Credit Facility - In lieu of a cash funded Debt Service Reserve, the
Authority has the option to use one of the following reserve fund credit facilities;
provided, however, that at the time of acceptance by the Authority, the provider's long-
term obligations of any nature or claims paying ability are rated, by each Rating Agency
then rating any Outstanding Bonds, no lower than the same Rating Category (for this
purpose, taking into account refinements and gradations) as the Bonds are then rated by
such Rating Agency:

e Letter of Credit;

e Debtservice reserve insurance policy; or


http://www.msrb.org/msrb1/glossary/view_def.asp?param=DEBTSERVICE
http://www.msrb.org/msrb1/glossary/view_def.asp?param=PLEDGEDREVENUES

e any other similar financial arrangement as determined by Supplemental
Resolution, and which is used to fund all or a portion of the Debt Service
Reserve Requirement

2. Liquidity Facility

In the event the Authority shall utilize CP, the Authority may set up a liquidity facility to
provide liquidity to securities that have been tendered. The liquidity facility may be in the
form of a letter of credit, advance agreement or other arrangement that may provide
liquidity.

3. Interest Rate Reserve Fund

The Authority may establish an interest reserve fund for bond anticipation notes issued for
each project. The interest reserve fund shall provide security for interest due on bond
anticipation notes as such interest matures between billings. The borrowers shall be
charged on a monthly basis based on the amount borrowed. When the short-term debt for a
project is either repaid or converted into bonds or other long-term debt, the amount
invested in the reserve fund shall be credited back to the borrower.

B. Intercept of State Appropriations

Section 4.05 of the Authority’s Second Program Financing Agreements provides the Authority
the ability, in the event the Board of Trustees of the University of Tennessee or the Tennessee
Board of Regents has failed to pay the annual financing charges or administrative fees due, to
intercept amounts appropriated by the General Assembly of the State of Tennessee for the
operation and maintenance of the Institution to cover the amount due and payable.

Credit Enhancements

The Authority will consider the use of credit enhancements on a case-by-case basis, evaluating the
economic benefit versus cost for each case. Only when clearly demonstrable savings can be shown shall an
enhancement be considered. The Authority will consider each of the following enhancements as
alternatives by evaluating the cost and benefit of such enhancements:

A. Bond Insurance

The Authority may purchase bond insurance when such purchase by the Authority is deemed
prudent and advantageous. The primary consideration shall be based on whether the insurance
would be less costly. For competitive sales, the purchaser of the bonds may be allowed to
determine whether bond insurance will be used. If the Authority decides to purchase insurance, it
shall do so on a competitive bid basis whenever practicable. In a negotiated sale, the Authority will
select a provider whose bid is most cost effective and will consider the credit quality of the insurer,
and that the terms and conditions governing the guarantee are satisfactory to the Authority.

B. Letters of Credit

The Authority may enter into a letter-of-credit (LOC) agreement when such an agreement is
deemed prudent and advantageous. The Authority will prepare and distribute a request for
proposals to qualified banks or other qualified financial institutions which institutions, which
includes terms and conditions that are acceptable to the Authority. The LOC will be awarded to the
bank or financial institution providing the lowest cost bid with the highest credit quality that meets
the criteria established by the Authority.


http://www.msrb.org/msrb1/glossary/view_def.asp?param=LIQUIDITY
http://www.msrb.org/msrb1/glossary/view_def.asp?param=security
http://www.msrb.org/msrb1/glossary/view_def.asp?param=TENDER

C.

Liquidity
For variable rate debt requiring liquidity facilities to protect against remarketing risk, the Authority

will evaluate:

e Alternative forms of liquidity, including direct pay letters of credit, standby letters of credit,
and line of credit, in order to balance the protection offered against the economic costs
associated with each alternative;

o Diversification among liquidity providers, thereby limiting exposure to any individual
liquidity provider;

o All cost components attendant to the liquidity facility, including commitment fees, standby
fees, draw fees, and interest rates charged against liquidity draws; and

e A comparative analysis and evaluation of the cost of external liquidity providers compared
to the requirements for self-liquidity.

The winning bid will be awarded to the bank or financial institution providing the lowest cost with
the highest credit quality that meets the criteria established by the Authority.

Use of Structured Products

No interest rate agreements or forward purchase agreements will be considered unless the Authority
has established a policy defining the use of such products before the transaction is considered.

Risk Assessment

The OSLF will evaluate each transaction to assess the types and amounts of risk associated with that
transaction, considering all available means to mitigate those risks. The OSLF will evaluate all
proposed transactions for consistency with the objectives and constraints defined in this Policy. The
following risks should be assessed before issuing debt:

A.

Change in Public/Private Use

The change in the public/private use of a project that is funded by tax-exempt funds could
potentially cause a bond issue to become taxable.

Default Risk

The risk that debt service payments due from the borrowers are not all received by the due date.
Liquidity Risk

The risk of having to pay a higher rate to the liquidity provider in the event of a failed
remarketing of short-term debt.

Interest Rate Risk

The risk that interest rates will rise, on a sustained basis, above levels that would have been set if
the issue had been fixed.

Rollover Risk

The risk of the inability to obtain a suitable liquidity facility at an acceptable price to replace a
facility upon termination or expiration of the contract period.

Market Risk
The risk in the event of a failed remarketing of short-term debt, the Liquidity Provider fails.
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Transparency

The Authority shall comply with the Tennessee Open Meetings Act, providing adequate public notice of
meetings and specifying on the agenda when matters related to debt issuance will be considered.
Additionally, the Authority will provide certain financial information and operating data by specified
dates, and provide notice of certain enumerated events with respect to the bonds, pursuant to
continuing disclosure requirements of the U.S. Securities and Exchange Commission (“SEC”) Rule 15c2-12,.
The Authority intends to maintain transparency by:

o Posting the Official Statement of a bond sale to the Authority’s website within two weeks of
the closing of such sale;

e Preparing and filing with OSLF a copy of the costs related to the issuance of a bond and
other information required by Section 9-21-151 of the TCA, within 45 days of the closing of
such sale and presenting the original of such document to the Authority at its next meeting
(see also “Debt Administration - B. Post Sale”); and

e Electronically submitting through the Municipal Securities Rulemaking Board’s Electronic
Municipal Market Access (“EMMA”) website the information necessary to satisfy the
Authority’s continuing disclosure requirements in a timely manner (see also “Federal
Regulatory Compliance and Continuing Disclosure”).

Professional Services

The Authority requires all professionals engaged to assist in the process of issuing debt to clearly
disclose all compensation and consideration received related to services provided in the debt
issuance process by the Authority. This includes “soft” costs or compensations in lieu of direct
payments.

A. Issuer’s Counsel

The Authority will enter into an engagement letter agreement with each lawyer or law firm
representing the Authority in a debt transaction. No engagement letter is required for any lawyer
who is an employee of the Office of Attorney General and Reporter for the State of Tennessee which
serves as counsel to the Authority or of the Office of General Counsel, Office of the Comptroller of
the Treasury, which serves as counsel to the OSLF regarding Board matters.

B. Bond Counsel

Bond Counsel shall be engaged through the OSLF and serves and assists the Authority on all its debt
issues under a written agreement.

C. Financial Advisor

The Financial Advisor shall be engaged through the OSLF and serves and assists the Authority on
financial matters under a written agreement. However, the Financial Advisor shall not be
permitted to bid on, privately place or underwrite an issue for which it is or has been providing
advisory services. The Financial Advisor has a fiduciary duty including a duty of loyalty and a duty
of care.

D. Trustee/Refunding Trustee

The Trustee is appointed under the General Bond Resolution of the Authority. The Trustee will be a
bank, trust company or national banking association that provides Paying Agent and Registrar
services. The Trustee will also serve as the Refunding Trustee for the Authority’s refunded bonds
as appointed under the General Bond Resolution.
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E. Dealer

The Authority will enter into a Dealer Agreement with the appointed CP dealer. The Dealer agrees
to offer and sell the CP, on behalf of the Authority, to investors and other entities and individuals
who would normally purchase commercial paper.

F. Issuing and Paying Agent

The Authority covenants to maintain and provide an Issuing and Paying Agent at all times while the
CP is outstanding. The Authority will enter into an Issuing and Paying Agency Agreement with an
appointed firm. The Issuing and Paying Agent will be a bank, trust company or national banking
association that has trust powers.

G. Credit/Liquidity Provider

The Authority shall enter into a Credit/Liquidity Agreement with an appointed provider if deemed
necessary or advisable for the CP. The provider shall be a bank, lending institution or the
Tennessee Consolidated Retirement System (“TCRS”) that extends credit to the Authority in the
form of a revolving credit facility, a line of credit, a loan or a similar credit product or as a liquidity
facility for CP.

Potential Conflicts of Interest

Professionals involved in a debt transaction hired or compensated by the Authority shall be
required to disclose to the Authority existing client and business relationships between and among
the professionals to a transaction (including but not limited to financial advisor, swap advisor, bond
counsel, swap counsel, trustee, paying agent, underwriter, counterparty, and remarketing agent), as
well as conduit issuers, sponsoring organizations and program administrators. This disclosure
shall include such information that is reasonably sufficient to allow the Authority to appreciate the
significance of the relationships.

Professionals who become involved in a debt transaction as a result of a bid submitted in a widely
and publicly advertised competitive sale conducted using an industry standard, electronic bidding
platform are not subject to this disclosure provision. No disclosure is required if such disclosure
would violate any rule or regulation of professional conduct.

Debt Administration
A. Planning for Sale

e Prior to submitting a bond resolution for approval, the Director of OSLF (the “Director”),
with the assistance of the Financial Advisor, will present to staff of the members of the
Authority information concerning the purpose of the financing, the proposed structure of
the financing, the source of payment proposed to be pledged to the financing, the proposed
method of sale for the financing, all members of the proposed financing team, and an
estimate of all the costs associated with the financing; and

e In addition, in the case of a proposed refunding, proposed use of credit enhancement, or
proposed use of variable rate debt, the Director will present the rational for using the
proposed debt structure, an estimate of the expected savings associated with the
transaction and a discussion of the potential risks associated with the proposed structure;
and

e The Director (with the assistance of staff of OSLF), Bond Counsel, Financial Advisor, along
with other members of the financing team will prepare a Preliminary Official Statement
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describing the transaction and the security for the debt that is fully compliant with all legal
requirements.

B. Post-Sale

e The Director (with the assistance of staff in the OSLF), Bond Counsel, and Financial Advisor,
along with other members of the financing team, will prepare an Official Statement
describing the transaction and the security for the debt that is fully compliant with all legal
requirements.

o The Financial Advisor will provide a closing memorandum with written instructions on
transfer and flow of funds;

e The Director will present a post-sale report to the members of the Authority describing the
transaction and setting forth all the costs associated with the transaction.

e Within 45 days from closing, the Director will prepare a Form CT-0253 - “Report on Debt
Obligation” outlining costs related to the issuance and other information set forth in Section
9-21-151 of the TCA, and also present at the next meeting of the Authority and file a copy
with the OSLF.

e The Director will establish guidelines and procedures for tracking the flow of all bond
proceeds, as defined by the Internal Revenue Code, over the life of bonds and reporting to
the Internal Revenue Service (the “IRS”) all arbitrage earnings associated with the financing
and any tax liability that may be owed to the Service.

e The Post-Issuance Compliance (“PIC”) team will meet annually to review matters related to
compliance and complete the PIC Checklist.

e Asapart of the PIC procedures, the Director (with the assistance of staff in the OSLF) will,
no less than annually, request confirmation from the borrowers that there has been no
change in use of tax-exempt financed facilities.

C. Continuing Administration

o Authority staff will prepare billings in a timely manner to send to the borrowers to ensure
payment in a timely manner.

e Authority staff will send moneys collected from borrowers for payment of debt service to
either the Depository Trust Company (“DTC”) or the associated Trustee/Paying Agent to
pay the bondholders the debt service due, or in the case of term bonds, place the funds in a
sinking fund until the bond matures.

Federal Regulatory Compliance and Continuing Disclosure
A. Arbitrage

The OSLF will comply with arbitrage requirements on invested tax-exempt bond funds consistent
with representations made in the relevant Tax Certificate. Proceeds that are to be used to finance
construction expenditures are exempted from the filing requirements, provided that the proceeds
are spent in accordance with requirements established by the IRS. The Board will comply with all
of its tax certificates for tax-exempt financings by monitoring the arbitrage earnings on bond
proceeds on an interim basis and by rebating all positive arbitrage when due, pursuant to Internal
Revenue Code, Section 148. The Board currently contracts with an arbitrage consultant to prepare
these calculations, when needed. The Board will also retain all records relating to debt transactions
for as long as the debt is outstanding, plus three years after the final redemption date of the
transaction.
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B. Investment of Proceeds

Any proceeds or other funds available for investment by the Authority must be invested per Section
49-3-1205(6) of the TCA, subject to any restrictions required pursuant to the next sentence or
pursuant to any applicable bond issuance authorization. Compliance with Federal tax code
arbitrage requirements relating to invested tax-exempt bond funds will be maintained.

Proceeds used to refinance outstanding long-term debt shall be placed in an irrevocable refunding
trust fund with the Refunding Trustee. The investments (i) shall not include mutual funds or unit
investment trusts holding such obligations, (ii) are rated not lower than the second highest rating
category of both Moody’s Investors Service, Inc. and Standard & Poor’s Global rating services and
(iii) shall mature and bear interest at such times and such amounts as will be sufficient, together
with other moneys to pay the remaining defeasance requirements of the bonds to be redeemed.

C. Disclosure

The Authority will disclose on EMMA the State’s and the Authority’s audited Comprehensive Annual
Financial Report as well as certain financial information and operating data required by the continuing
disclosure undertakings for the outstanding bonds no later than January 31st of each year or February 25
for the Qualified School Construction Bond (QSCB) Program. The Authority will provide timely notice of
any failure to provide required annual financial information by January 31 or February 25" for the QSCB
Program. The Authority, with respect to borrowers under the QSCB Program (the “QSCB Borrowers”),
will provide by no later than one year after the end of each respective fiscal year:

o the updated version of the state-shared taxes contained in the Official Statement with
respect to the Authority and the QSCB Borrowers

e Audited Financial Statements of the QSCB Borrowers, if available, or the Unaudited
Financial Statements of the QSCB Borrowers

The Authority will also, in accordance with the continuing disclosure undertakings, disclose on EMMA
within ten business days after the occurrence of the following events relating to the bonds to which the
continuing disclosure undertakings apply:

e Principal and interest payment delinquencies

o Nonpayment-related defaults, if material

e Unscheduled draws on debt service reserves reflecting financial difficulties
e Unscheduled draws on credit enhancements reflecting financial difficulties
e Substitution of credit or liquidity providers or their failure to perform

e Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of such bonds or other
material events affecting the tax status of such bonds

e Modifications to rights of bondholders, if material

e Bond calls, if material, and tender offers

e Defeasances

o Release, substitution or sale of property securing the repayment of the bonds, if material
e Rating changes

e Bankruptcy, insolvency, receivership, or similar event of the State
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e Consummation of a merger, consolidation, or acquisition involving the Authority or sale of
all or substantially all of the assets of the Authority, other than in the course of ordinary
business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its
terms, if material

e Appointment of successor trustee or the change of name of a trustee, if material

e Incurrence of a financial obligation of the issuer or obligated person, if material, or
agreement to covenants, events of default, remedies, priority rights, or other similar terms
of a financial obligation of the issuer or obligated person, any of which affect security
holders, if material

e Default, event of acceleration, termination event, modification of terms, or other similar
events under the terms of the financial obligation of the issuer or obligated person, any of
which reflect financial difficulties

D. Generally Accepted Accounting Principles (GAAP)

The Board will comply with the standard accounting practices adopted by the Governmental
Accounting Standards Board when applicable.

Review of the Policy

The debt policy guidelines outlined herein are intended to provide direction regarding the future use and
execution of debt. The Authority maintains the right to modify these guidelines in a manner similar to the
original adoption of the Policy.

This policy will be reviewed no less frequently than annually. At that time the Director will consider any
recommendations for any amendments, deletions, additions, improvements or clarification.
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Adoption of the Policy
1. A public hearing on the Policy was held on the following date: November 14, 2011.

2. The Board adopted this Policy on December 8, 2011, effective December 8, 2011.
3. The Board amended this policy on February 4, 2013, effective February 4, 2013.
4. The Board amended this policy on March 10, 2016, effective March 10, 2016.

5. The Board amended this policy on June 9, 2016, effective June 9, 2016.

6. The Board amended this policy on May 11, 2017, effective May 11, 2017.

7. The Board amended this policy on June 27, 2019, effective June 27, 2019.

Secretary
Tennessee State School Bond Authority
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SUPPLEMENTAL RESOLUTION AUTHORIZING AND
PROVIDING FOR THE ISSUANCE AND SALE OF
HIGHER EDUCATIONAL FACILITIES SECOND
PROGRAM BONDS

WHEREAS, the Authority and the Board of Trustees have entered into a certain
Second Program Financing Agreement dated as of November 1, 1997 in order to provide for the
financing and refinancing by the Authority of Projects of the Board of Trustees, and the
Authority and the Board of Regents have entered into a certain Second Program Financing
Agreement dated as of November 1, 1997 in order to provide for the financing and refinancing
by the Authority of Projects of the Board of Regents (said Second Program Financing
Agreements, as supplemented and amended from time to time, being herein collectively called
the “Second Program Financing Agreements”);

WHEREAS, the members of the Authority duly adopted on April 27, 1998 a
resolution entitled “HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM
GENERAL BOND RESOLUTION” (the “Second Program General Bond Resolution™)
authorizing the issuance of Higher Educational Facilities Second Program Bonds (the “Bonds”)
from time to time in Series for any purpose permitted under the Act, including to provide for the
payment of Project Costs, and otherwise as provided in the Second Program General Bond
Resolution;

WHEREAS, in order to provide interim financing of the cost of certain Projects,
the Authority entered into a Revolving Credit Agreement dated as of March 20, 2014, as
amended by the First Amendment to Revolving Credit Agreement dated as of March 20, 2017
and by the Second Amendment to Revolving Credit Agreement dated as of April 30, 2018, with
Wells Fargo Bank, National Association, as a Bank, and U.S. Bank National Association, as
Administrative Agent and as a Bank (the “Revolving Credit Agreement™), and has contracted
Revolving Loans thereunder (the “Revolving Loans”); and

WHEREAS, in order to provide for the prepayment of Revolving Loans for
certain Projects and to finance Project Costs of certain other Projects it is deemed necessary and
desirable to issue Bonds of the Authority as set forth and provided herein;

NOW, THEREFORE, BE IT RESOLVED by the members of the Tennessee State
School Bond Authority:

SECTION 1. Definitions. Unless the context shall clearly indicate some other
meaning, all words and terms used in this Supplemental Resolution which are defined in the
Second Program General Bond Resolution (the Second Program General Bond Resolution and
this Supplemental Resolution being herein collectively called the “Resolutions”) or in this
Supplemental Resolution shall, for all purposes of this Supplemental Resolution (including the
preambles hereto), for all purposes of any certificate, resolution or other instrument amendatory
hereof or supplemental hereto and for all purposes of any opinion, instrument or other document
herein or therein mentioned, have the respective meanings given to them in the Second Program
General Bond Resolution or this Supplemental Resolution, as the case may be.
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Words of the masculine gender shall be deemed and construed to include
correlative words of the feminine and neuter genders. Unless the context shall otherwise
indicate, words importing the singular number shall include the plural number and vice versa.

The terms “hereby”, “hereof,” “hereto”, “herein,” “hereunder”, and any similar
terms, as used in this Supplemental Resolution, refer to this Supplemental Resolution.

SECTION 2. Authorization of 2019 Bonds. (a) There is hereby authorized to be
issued under the Act and the Second Program General Bond Resolution a Series of Bonds
(herein called the “2019 Bonds”) designated “Higher Educational Facilities Second Program
Bonds, 2019 Series A”; provided, however, that the 2019 Bonds may be divided into more than
one Series, and any Series designation may be changed, as provided in a 2019 Bonds Series
Certificate, in which case the references in this Supplemental Resolution to 2019 Bonds shall
continue to apply to the 2019 Bonds in the aggregate and to the 2019 Bonds as divided, as
appropriate. The 2019 Bonds shall be issued in an aggregate principal amount not to exceed, in
the aggregate, $150,000,000.

(b) The 2019 Bonds may be issued as bonds the interest on which is excluded
from gross income for Federal income tax purposes (the “Tax-Exempt 2019 Bonds”), or as
bonds the interest on which is included in gross income for Federal income tax purposes (the
“Taxable 2019 Bonds”), or in part as Tax-Exempt 2019 Bonds and in part as Taxable 2019
Bonds.

(© The 2019 Bonds may be issued at one time or from time to time.

SECTION 3. Purposes. The 2019 Bonds may be issued (i) to provide for the
prepayment of all or a portion of outstanding Revolving Loans, (ii) to finance all or a portion of
the costs of Projects identified pursuant to Section 4 hereof, including funded interest, and (iii) to
provide for the payment of costs of issuance of the 2019 Bonds.

SECTION 4. Series Certificates. (a) Pursuant to Section 202(B) of the Second
Program General Bond Resolution, there is hereby delegated to an Authorized Officer the power
to determine, by means of a Series Certificate or Series Certificates (each, a “2019 Bonds Series
Certificate”), the following:

Q) the Projects financed or refinanced by the 2019 Bonds authorized by
clauses (i) and (ii) of Section 3 hereof, and the principal amount of 2019 Bonds issued for each
such Project,

(i) the principal amount of outstanding Revolving Loans for each Project to
be prepaid with proceeds of the 2019 Bonds as described in Section 3 hereof,

(i) the Debt Service Reserve Requirement, if any, for the 2019 Bonds issued
for each Project,

(iv)  the matters provided in Sections 2, 5, 6, 7, 9, 10, 12 and 15 hereof and this
Section 4, and
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(v) any other matters and provisions deemed advisable by such Authorized
Officer and not in conflict herewith or with the Second Program General Bond Resolution.

(b) Each 2019 Bonds Series Certificate shall be filed with the Trustee,
whereupon it shall be deemed for all purposes of the Resolution to have been adopted by the
Authority and to be a part of this Supplemental Resolution as if set forth in full herein.

SECTION 5. Details of 2019 Bonds. The following provisions set forth details
of the 2019 Bonds, subject in each case (except subsection (a) of this Section) to any contrary
specification in a 2019 Bonds Series Certificate.

@) The 2019 Bonds shall (i) subject to Section 2 hereof, be in such aggregate
principal amount, (ii) be dated and bear interest from such date or dates, (iii) be issuable in such
form, (iv) be of such denominations, (v) be numbered and bear such other designations,
(vi) mature on the dates (which shall not be later than 30 years after the date of issuance) and in
the principal amounts, (vii) bear interest at the rates and be payable on the dates and in the
manner, (viii) be Serial Bonds or Term Bonds, (ix) if Term Bonds, be subject to retirement from
mandatory Sinking Fund Instaliments, and (x) be subject to redemption prior to maturity at the
times and Redemption Prices, subject to Section 7 hereof, in the case of clauses (i) through (x)
above all as provided in the respective 2019 Bonds Series Certificate.

(b) The 2019 Bonds shall be payable as to principal, Sinking Fund
Installments, if any, Redemption Price and interest in such coin or currency of the United States
of America which at the time of payment is legal tender for the payment of public and private
debts. Principal, Sinking Fund Installments, if any, and Redemption Price of the 2019 Bonds
shall be payable upon presentation and surrender thereof to the Paying Agent appointed by
subsection (f) of this Section at its designated office. Interest on the 2019 Bonds shall be paid
by the Paying Agent by check mailed to the Owner at such Owner’s address as it appears on the
registration books of the Authority maintained by the Registrar as of the fifteenth day (whether
or not a Business Day) of the calendar month next preceding the respective due date.
Notwithstanding the foregoing, payment of principal, Sinking Fund Instaliments, if any, and
Redemption Price of and interest on the 2019 Bonds may be made in any manner agreed to by
the Authority and the Paying Agent for so long as DTC (as defined in subsection (c) of this
Section) or its nominee (or any substitute depository, or successor) is the Owner thereof as
Securities Depository (as defined in subsection (c) of this Section).

(c) The 2019 Bonds when initially issued shall be registered in the name of
Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).
DTC is hereby designated the securities depository for the 2019 Bonds (the “Securities
Depository”), except as provided in subsection (d) of this Section. So long as DTC or its
nominee is the Owner of the 2019 Bonds as Securities Depository, individual purchases of
beneficial ownership interests in 2019 Bonds may be made only in book-entry form by or
through DTC participants, and purchasers of such beneficial ownership interests in 2019 Bonds
will not receive physical delivery of 2019 Bond certificates representing the beneficial
ownership interest purchased.
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The Authority shall have no responsibility for transmitting payments to,
communicating with, notifying, or otherwise dealing with any beneficial owners of the 2019
Bonds or nominees thereof.

(d) The Authority shall issue 2019 Bond certificates (the “Replacement
Bonds”) directly to beneficial owners of the 2019 Bonds or to DTC, as specified by DTC
procedures, but only in the event that (i) DTC determines to discontinue providing its services
with respect to the 2019 Bonds, or (ii) the Authority discontinues use of DTC (or any substitute
depository, or successor), subject to DTC procedures. The Authority, the Trustee and the
Registrar shall be fully protected in relying upon information provided by DTC, DTC
participants or other nominees of beneficial owners, or beneficial owners with respect to the
names, addresses and amounts owned by the beneficial owners and other information supplied
by them for the purpose of delivering Replacement Bonds.

(e Provisions similar to those contained in subsections (c) and (d) of this
Section may be made by the Authority in connection with the appointment by the Authority of a
substitute Securities Depository for the 2019 Bonds, or in the event of a successor to DTC or to
any substitute or successor of any thereof.

U] Regions Bank, Nashville, Tennessee is the successor Trustee under the
General Bond Resolution and Registrar and Paying Agent for all Bonds.

SECTION 6. Separate Reserve Account for 2019 Bonds. (a) Pursuant to
paragraph (C) of Section 1001 of the Second Program General Bond Resolution, there is hereby
established for the 2019 Bonds a separate Account in the Debt Service Reserve Fund which shall
be applied solely to the payment of 2019 Bonds. The amount required to be on deposit in such
separate Account initially shall be zero ($0.00), but a different amount may be specified or
calculated in a manner specified in a separate Supplemental Resolution, subject to the provisions
of such paragraph (C), which such separate Supplemental Resolution also may make such other
amendments, changes or modifications to the Resolutions as may be deemed necessary or
desirable by the Authority to ensure that the Accounts in the Debt Service Reserve Fund function
in the manner contemplated in the Second Program General Bond Resolution.

(b) Anything in the Second Program General Bond Resolution to the contrary
notwithstanding, the 2019 Bonds shall have no claim or lien on nor shall any 2019 Bonds be
payable from any amounts in the Debt Service Reserve Fund other than amounts in the Account
therein established by subsection (a) above, and the 2019 Bonds shall be excluded from the
calculation of the Debt Service Reserve Requirement for all other Outstanding Bonds.

SECTION 7. Redemption. (a) The 2019 Bonds may be subject to redemption
prior to maturity as provided in 2019 Bonds Series Certificates pursuant to Section 5(a)(x)
hereof; provided, however, that the Redemption Prices of Tax-Exempt 2019 Bonds shall be fixed
prices not to exceed 103%, and of Taxable 2019 Bonds shall be fixed prices not to exceed 103%
or make-whole prices or a combination thereof, in each case together with the interest accrued on
the principal amount to be redeemed to the date fixed for redemption; and provided further,
however, that notwithstanding the foregoing, any 2019 Bonds may be made not redeemable prior
to maturity.
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Notice of such redemption shall be mailed to the Owners of the 2019 Bonds or
portions thereof to be redeemed at the times and in the manner provided in Section 405 of the
Second Program General Bond Resolution. Notwithstanding the foregoing, so long as DTC or
its nominee, or any substitute depository, or successor, is the Owner of the 2019 Bonds as
Securities Depository (as defined in Section 5(c) hereof), notice of redemption may be given in
the manner, and presentation and surrender of the 2019 Bonds may be waived to the extent,
agreed to by the Authority, the Registrar and DTC, or any substitute depository, or successor, as
the case may be. Any failure of DTC or any substitute depository, or successor, or participant of
any thereof, to notify a beneficial owner of a 2019 Bond of any redemption shall not affect the
sufficiency or the validity of the redemption of such 2019 Bond.

SECTION 8. Findings and Determinations. The Authority hereby finds and
determines that (i) the Second Program General Bond Resolution has not been amended,
supplemented (other than by Supplemental Resolutions authorizing Bonds that are no longer
Outstanding) or repealed since the effective date thereof other than by (A) the Supplemental
Resolutions (for Bonds currently Outstanding) adopted by the members of the Authority on
June 22, 2012, September 16, 2013, June 18, 2014, February 26, 2015 and July 21, 2017,
authorizing and providing for the issuance and sale of Higher Educational Facilities Second
Program Bonds, 2012 Series A, 2012 Series B (Federally Taxable), 2012 Refunding Series C,
2013 Series A, 2014 Series A (Federally Taxable), 2014 Refunding Series B, 2015 Series A
(Federally Taxable), 2015 Series B, 2017 Series A, 2017 Refunding Series B and 2017
Refunding Series C (Federally Taxable), (B) the Supplemental Resolution Amending General
Bond Resolution adopted by the members of the Authority on July 26, 2004, and (C) the
Supplemental Resolution Amending General Bond Resolution and Authorizing Amendment of
Financing Agreements adopted by the members of the Authority on September 16, 2013, (ii) this
Supplemental Resolution constitutes and is a “Supplemental Resolution” within the meaning of
and as defined and used in the Second Program General Bond Resolution, (iii) the 2019 Bonds
shall constitute and be “Bonds” within the meaning of and as defined and used in the Second
Program General Bond Resolution and shall be entitled to the benefits, security and protection of
the Second Program General Bond Resolution as set forth therein, and (iv) all Projects for which
the 2019 Bonds are to be issued have been approved by the Authority and constitute “Projects”
within the meaning of and as defined in the Second Program General Bond Resolution and the
Agreements.

SECTION 9. Application of Proceeds of 2019 Bonds and Other Amounts;
Project Construction Accounts. (a) (i) The accrued interest, if any, received from the
Purchasers (as defined in Section 15(d)(1) hereof) as part of the purchase price of the 2019
Bonds shall be deposited in the Debt Service Fund and applied to the payment of a portion of
the interest due on the 2019 Bonds on the first interest payment date therefor.

(i) There is hereby created and established in the Construction Fund a
separate Project Construction Account for each Project specified in a 2019 Bonds Series
Certificate which is financed or refinanced by the 2019 Bonds for which Project Costs (other
than costs of issuance of the 2019 Bonds) will be funded from proceeds of the sale of the 2019
Bonds and for which a Project Construction Account has not previously been established. There
shall be paid from the proceeds of the sale of the 2019 Bonds into the Project Construction
Account for each such Project the amount of the proceeds of the 2019 Bonds allocable to such
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Project to be used to pay Project Costs of such Project which are not provided for in other
subsections of this Section, which shall be used to pay such Project Costs.

(iii)  There is hereby created and established in the Debt Service Fund a
separate Capitalized Interest Account for, and designated by the name of, any Project financed
by the 2019 Bonds for which interest will be paid from proceeds of the sale of the 2019 Bonds,
as may be specified in the 2019 Bonds Series Certificates. There shall be deposited to each such
Capitalized Interest Account the respective amount, if any, specified in the 2019 Bonds Series
Certificates, which shall be used to pay interest on Series 2019 Bonds as specified in the 2019
Bonds Series Certificates.

(iv)  The proceeds derived from the sale of the 2019 Bonds to be applied to the
prepayment of outstanding Revolving Loans shall be deposited and applied as provided in
Section 10 hereof.

(v)  There shall be paid from the proceeds of the sale of the 2019 Bonds into
the General Fund the balance of the proceeds of the 2019 Bonds, which shall be used to pay
costs of issuance of the 2019 Bonds or, subject to Section 14 hereof and after consultation with
the Authority, for other purposes permitted by the Act (as defined in the Second Program
General Bond Resolution), the Resolutions and the Second Program Financing Agreements.

(b) Additional deposits may be made into any Fund or Account as may be
provided in 2019 Bonds Series Certificates.

SECTION 10. Prepayment of Outstanding Revolving Loans. The proceeds
derived from the sale of the 2019 Bonds to be applied to the prepayment of outstanding
Revolving Loans shall be applied as required by the Revolving Credit Agreement.

SECTION 11. Continuing Disclosure.  Any officer, member or Assistant
Secretary of the Authority is hereby authorized to execute and deliver a Continuing Disclosure
Undertaking, substantially in the form of Continuing Disclosure Undertaking executed and
delivered in connection with the issuance of the Authority’s Higher Educational Facilities
Second Program Bonds, 2017 Series A, 2017 Refunding Series B and 2017 Refunding Series C
(Federally Taxable), with such variations as the signatory thereof, after consultation with counsel
to the Authority, shall approve as necessary or appropriate (including the addition of two
additional “Notice Events” required by the amendments to Securities and Exchange Commission
Rule 15¢2-12 for continuing disclosure undertakings entered into on or after February 27, 2019),
such execution and delivery to be conclusive evidence of such approval and consultation.
Execution of the Continuing Disclosure Undertaking as aforesaid and delivery of the same to the
Purchasers (as defined in Section 15(d)(1) hereof) shall be a condition precedent to the obligation
of the Purchasers to purchase the 2019 Bonds.

The Authority covenants with the holders from time to time of the 2019 Bonds
that it will, and hereby authorizes the appropriate officers and employees of the Authority to take
all action necessary or appropriate to, comply with and carry out all of the provisions of the
Continuing Disclosure Undertaking as amended from time to time. Notwithstanding any other
provision of the Resolutions, failure of the Authority to perform in accordance with the
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Continuing Disclosure Undertaking shall not constitute a default or an event of default and shall
not result in any acceleration of payment of any 2019 Bonds, and any rights and remedies
provided by the Resolutions and applicable law upon the occurrence of such a default or an event
of default shall not apply to any such failure, but the Continuing Disclosure Undertaking may be
enforced only as provided therein.

SECTION 12. Execution and Authentication of 2019 Bonds; Form of Bonds.
(&) The 2019 Bonds shall be executed in the name of the Authority by the manual or facsimile
signature of any Authorized Officer or Assistant Secretary of the Authority and the seal of the
Authority shall be affixed thereto or impressed or imprinted thereon or a facsimile thereof
affixed thereto or reproduced thereon, and attested by the manual signature of one other of such
Authorized Officers or Assistant Secretaries of the Authority, or as otherwise required by law.

(b) The 2019 Bonds shall each have endorsed thereon a certificate of
authentication executed by the Registrar either by manual or facsimile signature. Unless and
until such certificate of authentication shall have been manually executed by an authorized
officer of the Registrar, no 2019 Bond shall be valid or obligatory for any purpose or shall be
entitled to any right or benefit under the Resolutions. Each certificate of authentication shall be
dated as of the date of execution thereof.

(© The 2019 Bonds of each Series shall be numbered from R-1 upwards and
may contain such other number or letter designations as determined by the Registrar.

(d) The 2019 Bonds, including the aforesaid certificate of authentication, shall
be of substantially the form and tenor as set forth in Exhibit A hereto, subject to change as
provided in or to be consistent with any 2019 Bonds Series Certificates.

SECTION 13. CUSIP Numbers.  CUSIP identification numbers shall be
imprinted on the 2019 Bonds, but no such number shall constitute a part of the contract
evidenced by the particular bond upon which it is imprinted, no liability shall attach to the
Authority or any officer or agent thereof, including the Trustee, Paying Agent and Registrar for
the 2019 Bonds, because of or on account of such numbers or any use made thereof including
any use thereof made by the Authority or any such officer or agent, or by reason of any
inaccuracy, error or omission with respect thereto or in such use, and neither the failure to print
any such number on any 2019 Bond nor any inaccuracy, error, or omission with respect thereto
(including any failure to imprint such numbers on any 2019 Bonds) shall constitute cause for
failure or refusal by the Purchasers (as defined in Section 15(d)(1) hereof) to accept delivery of
and pay for the 2019 Bonds in accordance with the terms of its proposal. All expenses in
relation to the printing of such numbers on the 2019 Bonds will be paid by the Authority;
provided, however, that the CUSIP Service Bureau charge for the assignment of such numbers
shall be the responsibility of and shall be paid by the Purchasers. In addition, the Authority’s
financial advisor in the case of 2019 Bonds sold by competitive sale, or the Purchasers in the
case of 2019 Bonds sold by negotiated sale, shall be responsible for timely applying for the
CUSIP identification numbers as required by Rule G-34 promulgated by the Municipal
Securities Rulemaking Board.
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SECTION 14. Tax Covenants. The Authority hereby covenants that it will not
use, or permit the use of, any proceeds of the Tax-Exempt 2019 Bonds in a manner that would
cause the Tax-Exempt 2019 Bonds to be subjected to treatment under Section 148 of the Internal
Revenue Code of 1986, as amended (the “Code”), and applicable regulations thereunder, as each
is then in effect, as an “arbitrage bond”, and to that end the Authority shall comply with
applicable regulations under said Section 148. The Authority further covenants with the
registered owners from time to time of the Tax-Exempt 2019 Bonds that it will throughout the
term of the Tax-Exempt 2019 Bonds and through the date that the final rebate, if any, must be
made to the United States in accordance with Section 148 of the Code, comply with the
provisions of Sections 103 and 141 through 150 of the Code and all regulations proposed and
promulgated thereunder that must be satisfied in order that interest on the Tax-Exempt 2019
Bonds shall be and continue to be excluded from gross income for federal income tax purposes
under said Section 103.

SECTION 15. Sale and Issuance of 2019 Bonds; Preliminary Official Statement;
Final Official Statement. (a) If the 2019 Bonds are divided pursuant to Section 2(a) hereof, the
2019 Bonds of more than one Series may be sold collectively or on a Series-by-Series basis.

(b) The 2019 Bonds of each Series may be sold at either a competitive or
negotiated sale, the Bonds of any Series may be sold by any such method, and the Bonds of any
other Series may be sold by any other such method, as determined in a 2019 Bonds Series
Certificate.

(© If Sold by Competitive Sale:

1) There is hereby authorized a Notice of Sale relating to the 2019 Bonds
sold at competitive sale, substantially in the form utilized in connection with the sale of the
Authority’s Higher Educational Facilities Second Program Bonds, 2010 Series A and 2010
Series B (Federally Taxable), but reflecting details of the transactions contemplated by this
Supplemental Resolution, with such variations, as any Authorized Officer, after consultation
with counsel to the Authority, shall approve as necessary or appropriate (the “Notice of Sale”),
the distribution of which as hereinafter authorized shall be conclusive evidence of such approval
and consultation.

(2 Any Authorized Officer or Assistant Secretary of the Authority is hereby
authorized to cause the Notice of Sale and Preliminary Official Statement (as defined in
subsection (e) of this Section 15) to be distributed to prospective purchasers of such 2019 Bonds
and/or published on any Internet platform. The use of any Internet platform as a
communications medium to receive bids for the purchase of such 2019 Bonds, as may be
provided in the Notice of Sale, also is hereby authorized.

3 Any Authorized Officer may award the 2019 Bonds to the successful
bidder or bidders therefor (the “Competitive Sale Purchasers”) determined in accordance with
and otherwise complying with the Notice of Sale or, as permitted by the Notice of Sale, may
reject any or all proposals received for the purchase of such 2019 Bonds or waive any
irregularity in any proposal; provided, however, that the true interest cost of such 2019 Bonds,
determined as provided in the Notice of Sale by the Authorized Officer executing the related
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2019 Bonds Series Certificate, which determination shall be conclusive, shall not exceed 5.00%
for Tax-Exempt 2019 Bonds of each Series and 6.00% for Taxable 2019 Bonds of each Series.
Such awards and determinations shall be confirmed in the related 2019 Bonds Series Certificate.

(d) If Sold by Negotiated Sale:

1) The 2019 Bonds sold at negotiated sale are hereby authorized to be sold to
such underwriters as may be selected by the members of the Authority and named in the Bond
Purchase Agreement authorized in paragraph (2) below (collectively, the “Negotiated Sale
Purchasers” and, together with the Competitive Sale Purchasers, the “Purchasers”) upon the
terms and conditions set forth in the Bond Purchase Agreement; provided, however, that the lead
book-running underwriter and senior manager(s) thereunder shall be selected from among the
following or any parent or affiliate thereof: Barclays Capital Inc., BofA Securities, Inc. (aka
BofA Merrill Lynch), Citigroup Global Markets Inc., FTN Financial Capital Markets, JPMorgan
Securities LLC, Morgan Stanley & Co., LLC, PNC Capital Markets LLC, Piper Jaffray & Co.,
Raymond James & Associates, Inc., UBS Financial Services Inc. and Wells Fargo Securities,
LLC. In consideration of Section 4(b) hereof and paragraph (2) below, it is not necessary for the
Authority to place any limitation on the purchase price payable by the Negotiated Sale
Purchasers.

2 Any officer, member or Assistant Secretary of the Authority is hereby
authorized to execute and deliver a Bond Purchase Agreement or Agreements, substantially in
the form executed and delivered in connection with the issuance of the Authority’s Higher
Educational Facilities Second Program Bonds, 2017 Series A, 2017 Refunding Series B and
2017 Refunding Series C (Federally Taxable), with such variations as the officer, member or
Assistant Secretary executing such agreements, after consultation with counsel to the Authority,
shall approve as necessary or appropriate (each, a “Bond Purchase Agreement”), such
execution and delivery to be conclusive evidence of such approval and consultation; provided,
however, that the true interest cost of such 2019 Bonds, determined by a 2019 Bonds Series
Certificate, which determination shall be conclusive, shall not exceed 5.00% for Tax-Exempt
2019 Bonds of each Series and 6.00% for Taxable 2019 Bonds of each Series.

(e There is hereby authorized a Preliminary Official Statement relating to the
2019 Bonds, substantially in the form of the draft thereof presented to the Members of the
Authority in advance of the meeting at which this Supplemental Resolution is adopted, with
such variations, omissions and insertions as any Authorized Officer, after consultation with
counsel to the Authority, shall approve as necessary or appropriate (the “Preliminary Official
Statement”), the publication or distribution of which as hereinafter authorized shall be
conclusive evidence of such approval and consultation; provided, however, that a draft thereof
shall be distributed to the members of the Authority prior to publication and distribution as
hereinafter authorized. Any Authorized Officer or Assistant Secretary of the Authority is
hereby authorized to cause the Preliminary Official Statement to be distributed to prospective
purchasers of the 2019 Bonds and/or published on the Internet via any Internet platform,
substantially in such form, with such necessary or appropriate variations, omissions and
insertions as determined by such officer after consultation with counsel to the Authority. Any
Authorized Officer or Assistant Secretary of the Authority is authorized to (i) determine that the
Preliminary Official Statement, as so modified, is “deemed final” as of its date for purposes of
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Securities and Exchange Commission Rule 15¢2-12 except for omissions permitted by such
Rule, subject to revision, amendment and completion in the final Official Statement as defined
in such Rule, (ii) include such determination in the Notice of Sale and/or Preliminary Official
Statement, and (iii) confirm such determination in a 2019 Bonds Series Certificate or
Certificates or Bond Purchase Agreement.

()] Any Authorized Officer is hereby authorized and directed to prepare or
cause to be prepared, and to execute and deliver, an Official Statement relating to the 2019
Bonds substantially in the form of the Preliminary Official Statement, with such variations,
omissions and insertions as such Authorized Officer, after consultation with counsel to the
Authority, shall approve as necessary or appropriate, (the “Official Statement™), the execution
and delivery of which shall be conclusive evidence of such approval and consultation.

(09) The Authority hereby authorizes the use and distribution of the
Preliminary Official Statement and the Official Statement in connection with the offering and
sale of the 2019 Bonds.

(h)  The Authorized Officers and other officers and employees of the
Authority, and other officials and employees of the State, including those of the Office of State
and Local Finance of the State, are hereby authorized and directed to carry out or cause to be
carried out all obligations of the Authority under each Bond Purchase Agreement and to execute
and deliver all documents and to perform such other actions not otherwise provided for by this
Section as they, in consultation with counsel to the Authority, shall consider necessary or
advisable in connection with the issuance, sale and delivery of the 2019 Bonds.

Q) Without limiting the generality of subsection (h) of this Section, (1) if any
commitment or commitments are obtained by the Authority for municipal bond insurance in
connection with any or all of the 2019 Bonds, the procurement of such insurance, and the
execution by any Authorized Officer of such commitment or commitments and such other
documents as may be required thereby, is hereby authorized, and (2) if municipal bond
insurance is specified by the Purchasers as part of their bid, or in the Bond Purchase Agreement,
for the 2019 Bonds, the execution and delivery of any documents relating to such insurance is
hereby authorized. Each 2019 Bonds Series Certificate relating to insured 2019 Bonds may
include such matters pertaining to such insurance as may be necessary or desirable to satisfy the
commitment therefor.

()] All actions heretofore taken by the officers, employees and agents of the
Authority in connection with the offering and sale of the 2019 Bonds are hereby ratified and
confirmed.

SECTION 16. Authority for this Supplemental Resolution. This Supplemental
Resolution is adopted pursuant to the provisions of the Act and the Second Program General
Bond Resolution.

SECTION 17. Supplemental Resolution Constitutes Contract. In consideration
of the purchase and acceptance of any and all of the 2019 Bonds issued hereunder by those who
are Owners of the 2019 Bonds from time to time, this Supplemental Resolution shall be deemed
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to be and shall constitute a contract between the Authority and the Owners of the 2019 Bonds,
and the pledges made in this Supplemental Resolution and the covenants and agreements herein
set forth to be performed on behalf of the Authority shall be for the equal benefit, protection and
security of the Owners of any and all of the 2019 Bonds, all of which, regardless of the time or
times of their authentication, issuance or delivery, or maturity, shall be of equal rank without
preference, priority or distinction of any of the 2019 Bonds over any other thereof, except as
expressly provided in or permitted by the Resolutions.

SECTION 18. Severability. If any one or more of the covenants, stipulations,
promises, agreements or obligations provided in this Supplemental Resolution on the part of the
Authority or any Fiduciary to be performed should be determined by a court of competent
jurisdiction to be contrary to law, then such covenant or covenants, stipulation or stipulations,
promise or promises, agreement or agreements, obligation or obligations shall be deemed and
construed to be severable from the remaining covenants, stipulations, promises, agreements and
obligations herein contained and shall in no way affect the validity of the other provisions of this
Supplemental Resolution.

SECTION 19. Headings of Sections. The headings of the sections of this
Supplemental Resolution are for convenience of reference only, and shall not affect the meaning,
construction or interpretation of this Supplemental Resolution.

SECTION 20. Effective Date. This Supplemental Resolution shall be in full
force and effect from and after its adoption as provided by law.

ADOPTED: June 27, 20109.
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EXHIBIT A

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF
DTC TO THE BOND TRUSTEE FOR REGISTRATION OF TRANSFER, EXCHANGE
OR PAYMENT, AND ANY BOND ISSUED IS REGISTERED IN THE NAME OF CEDE
& CO. OR SUCH OTHER NAME AS REQUIRED BY AN AUTHORIZED
REPRESENTATIVE OF DTC AND ANY PAYMENT IS MADE TO CEDE & CO., ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSONS IS WRONGFUL SINCE THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

No. R- $

TENNESSEE STATE SCHOOL BOND AUTHORITY
HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BOND
2019 SERIES __ [(FEDERALLY TAXABLE)]

Date of Interest Maturity
Bond Rate Date CUSIP
, 2019 % 1, 880558

Registered Owner: Cede & Co.
Principal Amount:

THE TENNESSEE STATE SCHOOL BOND AUTHORITY (hereinafter called
the “Authority”), a corporate governmental agency and instrumentality of the State of Tennessee,
organized and existing under and by virtue of the laws of said State, acknowledges itself
indebted to, and for value received, hereby promises to pay to the Registered Owner hereof
named above or registered assigns, but solely from the revenues and other moneys of the
Authority hereinafter specified and not otherwise, the Principal Amount set forth above on the
Maturity Date set forth above (subject, if this Bond matures on or after 1,20, to prior
redemption as hereinafter mentioned), upon the presentation and surrender hereof at the
corporate trust office of Regions Bank, Nashville, Tennessee, as successor Trustee and Paying
Agent under the Higher Educational Facilities Second Program General Bond Resolution
adopted by the Authority on April 27, 1998 (as the same has been and may be amended, herein
called the “Second Program General Bond Resolution) and the Supplemental Resolution
hereinafter referred to, or its successor or successors as Trustee (herein called the “Trustee”) and
as Paying Agent (herein called the “Paying Agent”), and to pay interest on such Principal
Amount, but solely from such revenues and other moneys of the Authority hereinafter specified
and not otherwise, from the date hereof until the payment of such Principal Amount in full, at the
Interest Rate per annum set forth above, payable on 1, 20__, and semi-annually
thereafter on 1 and 1, such interest to be paid to the Registered Owner as of the
close of business on the fifteenth day (whether or not a Business Day) of the next preceding
calendar month by check mailed by the Paying Agent to such Registered Owner at his address as
it appears on the registration books of the Authority maintained by Regions Bank, Nashville,
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Tennessee, as Registrar under the Second Program General Bond Resolution, or its successor or
successors as Registrar (herein called the “Registrar”) except to the extent any other method of
payment is permitted by the Supplemental Resolution hereinafter referred to and agreed to by the
Authority and the Paying Agent. The offices of the Trustee, Paying Agent and Registrar shall be
determined from time to time pursuant to the Second Program General Bond Resolution.
Principal, Sinking Fund Installments, if any, and Redemption Price of and interest on this Bond
are payable in any coin or currency of the United States of America which at the time of payment
thereof is legal tender for the payment of public and private debts.

This Bond is one of a duly authorized issue of bonds of the Authority designated
“Higher Educational Facilities Second Program Bonds” (herein called the “Bonds”) issued and to
be issued in various series under and pursuant to the Tennessee State School Bond Authority Act
(Sections 49-3-1201 et seq., Tennessee Code Annotated, herein called the “Act”) and the Second
Program General Bond Resolution. The Bonds constitute special obligations of the Authority the
principal, Sinking Fund Installments, if any, and Redemption Price of and interest on which shall
be payable solely from and secured solely by the Annual Financing Charges, Legislative
Appropriations and other moneys and securities held or set aside under the Second Program
General Bond Resolution, subject to the application thereof to the purposes and on the conditions
permitted by the Second Program General Bond Resolution. Annual Financing Charges are
payable by the Board of Trustees of the University of Tennessee and by the Tennessee Board of
Regents of the State University and Community College System of the State of Tennessee under
the respective Second Program Financing Agreements dated as of November 1, 1997, each as
amended and restated as of May 9, 2013, by and between the Authority and each such Board (as
the same may be supplemented and amended from time to time, the “Second Program Financing
Agreements”) and Legislative Appropriations are payable by said Boards pursuant to the Second
Program Financing Agreements and the Act.

As provided in the Second Program General Bond Resolution, Bonds may be
issued from time to time pursuant to Supplemental Resolutions in one or more Series and in
various principal amounts, may mature at different times, may bear interest at different rates and,
subject to the provisions thereof, may otherwise vary. The aggregate principal amount of Bonds
which may be issued under the Second Program General Bond Resolution is not limited except
as may be limited by law, and as provided in or permitted by the Resolution (as hereinafter
defined), and all Bonds issued and to be issued under the Second Program General Bond
Resolution are and will be equally secured by the pledges and covenants made therein, except as
otherwise expressly provided in or permitted by the Second Program General Bond Resolution.

This Bond is one of a Series of Bonds designated “Higher Educational Facilities

Second Program Bonds, 2019 Series __ [(Federally Taxable)]” (herein called the “2019 Bonds™)
issued in the aggregate principal amount of $ under and pursuant to the Second
Program General Bond Resolution and a Supplemental Resolution adopted by the Authority on
June _, 2019, including as a part thereof a Series Certificate of the Authority dated
, 2019 (herein called the “Supplemental Resolution”; collectively with the Second

Program General Bond Resolution, the “Resolution”). Copies of the Resolution, including the
Supplemental Resolution, are on file at the office of the Authority and at the designated office of
the Trustee, and reference to the Resolution and any and all supplements thereto and
amendments thereof and to the Act is made for a description of the pledges and covenants
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securing the Bonds, including the 2019 Bonds; the nature, extent and manner of enforcement of
such pledges; the rights and remedies of the Owners of the Bonds with respect thereto; the terms
and conditions upon which the Bonds are issued and may be issued thereunder; and definitions
of certain terms used herein. To the extent and in the manner permitted by the terms of the
Resolution, the provisions of the Resolution or any resolution amendatory thereto or
supplemental thereof may be amended by the Authority, in some cases without the consent of
any Owners of Bonds and in some cases with the consent of the Owners of at least fifty-one
percent in principal amount of the Bonds then Outstanding, and, in case less than all of the
several Series of Bonds would be affected thereby, with such consent of the Owners of at least
fifty-one percent in principal amount of the Bonds of each Series so affected then Outstanding.

The principal of the Bonds may be declared due and payable before the maturity
thereof as provided in the Resolution and the Act.

[This Bond, if it matures on or prior to 1, _ , shall not be subject to
redemption prior to maturity. This Bond, if it matures on or after 1, shall be subject
to redemption from any available moneys, at the option of the Authority, at any time on and after

1, ,asawhole, or in part from time to time in any order of maturity determined by
the Authority and within a maturity as determined by the Registrar to be fair and appropriate, at a
Redemption Price equal to the principal amount or portion thereof to be redeemed, together with
the interest accrued thereon to the date fixed for redemption.]

[Prior to , 20__, the 2019 Bonds shall be subject to redemption prior
to their stated maturities, from any available moneys, at the option of the Authority, at any time
as a whole or in part from time to time in any order of maturity as determined by the Authority,
at a Redemption Price equal to the Make-Whole Redemption Price (as defined below). The
“Make-Whole Redemption Price” of any 2019 Bonds to be redeemed is an amount equal to the
greater of (i) 100% of the principal amount of such 2019 Bonds or (ii) the sum of the present
value of the remaining scheduled payments of principal of and interest on such 2019 Bonds to
the maturity date of such 2019 Bonds, not including any portion of those payments of interest
accrued and unpaid as of the date on which such 2019 Bonds are to be redeemed, discounted on
a semiannual basis to the date on which such 2019 Bonds are to be redeemed, assuming a
360-day year consisting of twelve 30-day months, at the Treasury Rate (as defined below) plus
____basis points (0.__%), plus in each case accrued and unpaid interest on such 2019 Bonds on
such redemption date.

The “Treasury Rate” is, as of the redemption date of any 2019 Bonds, the yield to
maturity as of such redemption date of United States Treasury securities with a constant maturity
(as compiled and published in the most recent Federal Reserve Statistical Release H.15 (519) or,
if such Statistical Release is no longer published, any source of similar market data) that has
become publicly available at least two (2) Business Days, but not more than forty-five (45)
Business Days, prior to such redemption date (excluding inflation indexed securities) most
nearly equal to the period from the redemption date to the maturity date of such 2019 Bonds to
be redeemed; provided, however, that if the period from the redemption date to such maturity
date is less than one year, the latest weekly average yield on actually traded United States
Treasury securities adjusted to a constant maturity of one year that has become publicly available
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at least two (2) Business Days, but not more than forty-five (45) Business Days, prior to such
redemption date shall be used.

The Make-Whole Redemption Price (and, if necessary, such substitute source of
market data) shall be determined by an independent accounting firm, investment banking firm or
financial advisor retained by the Authority to calculate such redemption price (the “Calculation
Agent”). The determination by the Calculation Agent of the redemption price shall be
conclusive and binding on the Authority, the Trustee, Paying Agent and Registrar, and the
Owners of the 2019 Bonds.

This Bond, if it matures on 1,  ,oron 1,  , shall also be
subject to redemption prior to maturity from Sinking Fund Installments accumulated in the Debt
Service Fund created under the Second Program General Bond Resolution, in part [on 1,
____,oron 1, , respectively, and in each case on each 1 thereafter][on

1 of the preceding calendar year (or, in the case of the 2019 Bonds maturing in
and in , on 1, and on 1, , respectively, and in each case on
each 1 and 1 thereafter] prior to maturity, at a Redemption Price equal to the

principal amount or portion thereof to be redeemed, together with the interest accrued thereon to
the date fixed for redemption.

[If fewer than all of the 2019 Bonds of like maturity are called for prior
redemption, the particular 2019 Bonds or portions of 2019 Bonds to be redeemed will be selected
by the Registrar pro rata as nearly as practicable in proportion to the principal amounts of the
2019 Bonds owned by each registered owner, subject to the authorized denominations applicable
to the 2019 Bonds. In such event, the particular 2019 Bonds to be redeemed will be determined
by the Registrar in such manner as the Registrar determines to be fair and appropriate.]

If this Bond (or a portion hereof in installments of $5,000 or any integral multiple
thereof) is redeemable and shall be called for redemption, notice of the redemption hereof shall
be given not less than thirty (30) days prior to the redemption date, by mail to the Registered
Owner of this Bond at the address of the Registered Owner as shown on the registration books of
the Authority. Notice having been given in the manner provided, this Bond or the portion hereof
so called for redemption shall become due and payable on the redemption date designated by the
Authority, and the Redemption Price of and accrued interest, if any, on this Bond or portion
hereof to be redeemed shall be paid upon presentation and surrender of this Bond at the office
specified in such notice, together with, in the event this Bond is presented by other than the
Registered Owner, a written instrument of transfer duly executed by the Registered Owner or the
Registered Owner’s duly authorized attorney; provided, however, that any notice of redemption
may be made conditional upon the availability of sufficient moneys to pay the Redemption Price,
plus interest accrued and unpaid to the redemption date. If less than the entire principal amount
of this Bond shall be redeemed, the Registrar shall authenticate and deliver, upon the surrender
of this Bond, without charge to the Registered Owner hereof, for the unredeemed balance of the
principal amount of this Bond so surrendered, a new registered 2019 Bond or Bonds of like
maturity in any authorized denomination.

Notice of redemption having been given as aforesaid, if on the date fixed for
redemption of this Bond or any portion hereof, moneys for the Redemption Price of this Bond or
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such portion hereof to be redeemed, plus interest accrued and unpaid to the redemption date,
shall be held by the Paying Agent so as to be available therefor on said date, then this Bond or
the portion hereof called for redemption shall become due and payable at the applicable
Redemption Price herein provided, and from and after the redemption date, interest on this Bond
or the portion hereof called for redemption shall cease to accrue.

This Bond is transferable, as provided in the Resolution, only upon the books of
the Authority kept for that purpose at the designated office of the Registrar, by the Registered
Owner hereof in person, or by his attorney duly authorized in writing, upon the surrender of this
Bond, together with a written instrument of transfer satisfactory to the Registrar duly executed
by the Registered Owner or his duly authorized attorney, and thereupon a new registered 2019
Bond or Bonds of the same aggregate principal amount, tenor and maturity, shall be issued to the
transferee in exchange therefor as provided in the Resolution, and upon the payment of the
charges, if any, therein prescribed.

This Bond shall not be valid or obligatory for any purpose or be entitled to any
benefit under the Resolution until the certificate of authentication hereon shall have been duly
executed by the Registrar.

This Bond shall not be a debt of the State of Tennessee, and the State shall not be
liable hereon.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required by the Constitution and statutes of the State of Tennessee and the
Resolution to exist, to have happened and to have been performed precedent to and in the
issuance of this Bond, exist, have happened and have been performed in due time, form and
manner as required by law and that the issue of the 2019 Bonds, together with all other
indebtedness of the Authority, is within every debt and other limit prescribed by law.
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IN WITNESS WHEREOF, the Tennessee State School Bond Authority has
caused this Bond to be executed in its name by the manual or facsimile signature of its
Chairman, Secretary, Assistant Secretary or any other Authorized Officer and its seal to be
affixed hereto or impressed or imprinted hereon or a facsimile thereof affixed hereto or
reproduced hereon, and attested by the manual or facsimile signature of one other of such
officers, or as otherwise required by law, all as of the date of this Bond set forth above.

TENNESSEE STATE SCHOOL
BOND AUTHORITY

By:
Authorized Signatory
(SEAL)
Attest:
By:
Authorized Signatory
A-6
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CERTIFICATE OF AUTHENTICATION

This will certify that this Bond is one of the 2019 Bonds described in the
within-mentioned Resolution.

REGIONS BANK,
as Registrar

Date of Authentication:

By:

Authorized Signatory
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ASSIGNMENT

For value received, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please print or type name and address, including postal zip code, of Assignee)

PLEASE INSERT SOCIAL SECURITY OR
OTHER TAX IDENTIFYING NUMBER OF ASSIGNEE

the within Bond and all rights hereunder, hereby irrevocably constituting and appointing
, Attorney, to transfer such Bond on the books kept for the
registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed (Signature of Registered Owner)

by a member firm of The New York Stock NOTICE:  The signature above must

Exchange, Inc. or a commercial bank or correspond with the name of the registered

trust company owner as it appears on the front of this Bond
in every particular, without alteration or
enlargement or any change whatsoever.
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NEW ISSUES BOOK-ENTRY ONLY
OFFICIAL STATEMENT
TENNESSEE STATE SCHOOL BOND AUTHORITY
HIGHER EDUCATIONAL FACILITIES

SECOND PROGRAM BONDS

$247,570,000 2017 SERIES A

$139,740,000 2017 REFUNDING SERIES B
$15,150,000 2017 REFUNDING SERIES C (FEDERALLY TAXABLE)

Dated: Date of Delivery Due: November 1 (as shown on inside front cover)

This Official Statement has been prepared by the Tennessee State School Bond Authority (the “Authority”) to
provide information relating to the Authority’s Higher Educational Facilities Second Program Bonds, 2017 Series A (the
“2017A Bonds”), 2017 Refunding Series B (the “2017B Bonds™), and 2017 Refunding Series C (Federally Taxable) (the
“2017C Bonds”) (collectively, the “Offered Bonds™). Selected information is presented on this cover page for the
convenience of the user. To make an informed decision regarding the Offered Bonds, a prospective investor should read
the Official Statement in its entirety.

Security The Offered Bonds are special obligations of the Authority payable solely from and secured by Annual
Financing Charges (as defined herein) payable to the Authority by the Board of Trustees of The University
of Tennessee and the Tennessee Board of Regents of the State University and Community College System
of the State of Tennessee, Legislative Appropriations (as defined herein) payable to the Authority and other
funds as more fully described herein. The Authority has no taxing power. (See “SECURITY AND
SOURCES OF PAYMENT FOR THE BONDS” herein).

Purpose See “PURPOSES OF THE OFFERED BONDS” herein.

Interest Payment Dates May 1 and November 1, beginning November 1, 2017.

Interest Rates/Prices/Yields  See inside front cover.

Denominations $5,000 or integral multiples thereof.

No Debt Service Reserve The Offered Bonds currently will not be secured by any funded debt service reserve. See “SECURITY

AND SOURCES OF PAYMENT FOR THE BONDS - Debt Service Reserve Fund” herein.

Book-Entry Only System The Depository Trust Company. See Appendix F.
Redemption See “DESCRIPTION OF THE OFFERED BONDS — Redemption” herein.

Tax Exemption Interest on the 2017A Bonds and 2017B Bonds is excluded from gross income for Federal income tax
purposes to the extent and subject to the conditions, limitations and continuing compliance with tax
covenants as described herein.

The Offered Bonds and the interest thereon are exempt from Tennessee taxes, subject to certain exceptions.
See “TAX MATTERS” herein.

Ratings See “RATINGS” herein.

Trustee/Paying Agent Regions Bank, Nashville, Tennessee.

The Offered Bonds are offered when, as and if issued and received by the Underwriters subject to certain conditions,
including the approval of legality by Hawkins Delafield & Wood LLP, Bond Counsel to the Authority. Certain legal matters in
connection with the Offered Bonds are subject to the approval of the Attorney General and Reporter of the State of Tennessee,
as counsel to the Authority, and Bass Berry & Sims PLC, as counsel to the Underwriters. The Offered Bonds are expected to
be available through the facilities of The Depository Trust Company on or about September 21, 2017.

Citigroup
FTN Financial Capital Markets Wells Fargo Securities Morgan Stanley

Dated September 13, 2017
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TENNESSEE STATE SCHOOL BOND AUTHORITY
Higher Educational Facilities Second Program Bonds
Maturities, Amounts, Interest Rates, Yields/Price, and CUSIP Numbers

$247,570,000 2017 Series A
Due Interest cusIpP Due Interest cusIp
Nov. 1% Amount Rate Yield 880558 Nov. 1% Amount Rate Yield 880558
2018 $ 4,980,000 5.000% 0.810% HX2 2028 $ 7,120,000 5.000%  2.110%* JH5
2019 5,235,000 5.000 0.870 HYO0 2029 7,485,000 5.000 2.200* JJ1
2020 5,505,000 5.000 0.980 HZ7 2030 7,865,000 5.000 2.290* JK8
2021 5,785,000 5.000 1.080 JAO 2031 8,270,000  5.000 2.350* JL6
2022 6,085,000 5.000 1.230 JB8 2032 8,695,000 5.000 2.410* JM4
2023 6,395,000 5.000 1.370 JC6 2033 9,140,000  5.000 2.470* JN2
2024 6,725,000 5.000 1.550 JD4 2034 9,610,000 5.000 2.550* JP7
2025 7,070,000  5.000 1.730 JE2 2035 10,100,000  5.000 2.610* JQ5
2026 7,430,000 5.000 1.870 JF9 2036 10,620,000  5.000 2.660* JR3
2027 7,810,000  5.000 2.000 JG7 2037 11,165,000  5.000 2.690* JS1

$52,530,000 5.000% Term Bonds due Nov. 1, 2042, Yield 2.820%*, CUSIP* 880558JT9
$41,950,000 5.000% Term Bonds due Nov. 1, 2047, Yield 2.880%*, CUSIP* 880558JU6

$139,740,000 2017 Refunding Series B

Due Interest cusIp Due Interest cusIpP

Nov. 1% Amount Rate Yield 880558  Nov.1®'  Amount Rate Yield 880558
2017 $ 8,880,000 2.000% 0.650% V4 2029 $ 3,835000 5.000% 2.200%* KEO
2018 6,635,000  5.000 0.810 w2 2030 5,855,000  5.000 2.290* KF7
2019 - - - 2031 6,495,000  5.000 2.350% KG5
2020 - - - 2032 2,355,000  5.000 2.410* KH3
2021 - - - 2033 2,475,000 5.000 2.470* KJ9
2022 5,525,000  5.000 1.230 JX0 2034 2,605,000  5.000 2.550* KK6
2023 11,430,000  5.000 1.370 JYs 2035 2,740,000  5.000 2.610* KL4
2024 6,110,000  5.000 1.550 JZ5 2036 2,460,000  5.000 2.660* KM?2
2025  11,045000  5.000 1.730 KAS 2037 2,585,000  5.000 2.690* KNO
2026 15,755,000  5.000 1.870 KB6 2038 2,720,000  5.000 2.720* KP5
2027 22,205,000  5.000 2.000 KC4 2039 2,855,000  5.000 2.750* KQ3
2028 15175000  5.000 2.110* KD2

fThese CUSIP numbers have been assigned by CUSIP Global Services, which are managed by S&P Global Market Intelligence, a division of S&P Global Inc., and are included solely
for the convenience of the Bondholders. The Authority is not responsible for the selection or use of these CUSIP numbers, nor is any representation made as to their correctness on the
Offered Bonds or as indicated herein.

“Yield to first optional redemption of November 1, 2027.



$15,150,000 2017 Refunding Series C (Federally Taxable)

Due Interest CUSIPT Due Interest CUSIPT
Nov. 1  Amount  Rate Yield 880558 Nov. 1  Amount  Rate Yield 880558
2017 $ 785000 1.287% 1.287% KR1 2025 $ 725000 2.724% 2.724% Kz3
2018 630,000 1.433 1.433 KS9 2026 745,000 2.824 2.824 LA7
2019 635,000 1.593 1.593 KT7 2027 770,000 2924 2.924 LB5
2020 650,000 1.777 1.777 KU4 2028 790,000 3.024 3.024 LC3
2021 660,000 2.054 2.054 KWV2 2029 815,000 3.124 3.124 LD1
2022 670,000 2154 2.154 KWO0 2030 500,000 3.274 3.274 LE9
2023 690,000 2401 2401 KX8 2031 515,000 3.374 3.374 LF6
2024 710,000 2.601 2.601 KY6 2032 535,000 3424 3.424 LA

$4,325,000 3.623% Term Bonds due Nov. 1, 2039, Yield 3.623%, CUSIPT 880558LH2

These CUSIP numbers have been assigned by CUSIP Global Services, which are managed by S&P Global Market Intelligence, a division of S&P Global Inc., and are included solely
for the convenience of the Bondholders. The Authority is not responsible for the selection or use of these CUSIP numbers, nor is any representation made as to their correctness on the
Offered Bonds or as indicated herein.
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This Official Statement does not constitute an offering of any security other than the Offered Bonds
specifically offered hereby. No dealer, broker or other person has been authorized by the Authority to give any
information or to make any representation other than as contained in this Official Statement, and if given or
made, such other information or representation must not be relied upon as having been authorized by the
Authority. This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy, nor
shall there be any sale of, the Offered Bonds by any person in any jurisdiction in which it is unlawful to make
such offer, solicitation or sale.

Certain information set forth herein has been provided by the Authority. Certain other information set
forth herein has been obtained by the Authority from sources believed to be reliable, but it is not guaranteed as
to accuracy or completeness, and is not to be construed as a representation, by the Underwriters. The
information and expressions of opinion herein are subject to change without notice, and neither the delivery of
this Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of the Authority since the date hereof. The Underwriters have provided
the following sentence for inclusion in this Official Statement: The Underwriters have reviewed the
information in this Official Statement in accordance with, and as a part of, their respective responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriters do not guarantee the accuracy or completeness of such information. In making an investment
decision, investors must rely on their own examination of the Authority and the terms of the offering,
including the merits and risks involved.

The prices and other terms respecting the offering and sale of the Offered Bonds may be changed from
time to time by the Underwriters after such Offered Bonds are released for sale, and the Offered Bonds may be
offered and sold at prices other than the initial offering prices, including sales to dealers who may sell the
Offered Bonds into investment accounts.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICES OF THE OFFERED BONDS AT A
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

NO REGISTRATION STATEMENT RELATING TO THE OFFERED BONDS HAS BEEN FILED WITH THE
SECURITIES EXCHANGE COMMISSION (THE ""SEC™) OR ANY STATE SECURITIES AGENCY. THE OFFERED
BONDS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SEC OR ANY STATE SECURITIES AGENCY,
NOR HAS THE SEC OR ANY STATE SECURITIES AGENCY PASSED UPON THE ACCURACY OR ADEQUACY
OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL
OFFENSE.

In making an investment decision, investors must rely on their own examination of the Authority and
the terms of the offering, including the merits and risks involved.
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OFFICIAL STATEMENT
TENNESSEE STATE SCHOOL BOND AUTHORITY
HIGHER EDUCATIONAL FACILITIES
SECOND PROGRAM BONDS
$247,570,000 2017 SERIES A
$139,740,000 2017 REFUNDING SERIES B
$15,150,000 2017 REFUNDING SERIES C (FEDERALLY TAXABLE)

INTRODUCTION

The purpose of this Official Statement (including the cover and inside cover pages hereof and the Appendices
hereto) is to set forth information concerning (i) the Tennessee State School Bond Authority (the “Authority”), (ii) the
Board of Trustees of The University of Tennessee (the “Board of Trustees”), (iii) the Tennessee Board of Regents of the
State University and Community College System of the State of Tennessee (the “Board of Regents”), (iv) the Institutions
(as defined below), and (v) the Authority's $247,570,000 aggregate principal amount of Higher Educational Facilities
Second Program Bonds, 2017 Series A (the “2017A Bonds”), $139,740,000 aggregate principal amount of Higher
Educational Facilities Second Program Bonds, 2017 Refunding Series B (the “2017B Bonds™), and $15,150,000 aggregate
principal amount of Higher Educational Facilities Second Program Bonds, 2017 Refunding Series C (Federally Taxable)
(the “2017C Bonds”). The 2017A Bonds, the 2017B Bonds, and the 2017C Bonds are referred to collectively as the
“Offered Bonds.” The Board of Trustees and the Board of Regents are referred to collectively as the “Boards.”
“Institutions” consist of (i) the University of Tennessee system, including all of its branches and divisions wherever
located, and the services, programs and activities provided therein, and the Board of Trustees, in the aggregate, and (ii) the
State University and Community College System, including all of its constituent institutions, wherever located (whether or
not conferring degrees), and the services, programs and activities proved therein, and the Board of Regents, in the
aggregate. For further information regarding the Boards and Institutions see “TENNESSEE PUBLIC HIGHER
EDUCATION - General.”

The capitalization of any word not conventionally capitalized and not otherwise defined herein indicates that such
word is defined in the Glossary of Certain Terms attached hereto as Appendix C, in the Resolution (as defined herein), or in
the Financing Agreements (as defined herein).

The Offered Bonds will be issued pursuant to the Tennessee State School Bond Authority Act, as amended,
Sections 49-3-1201 et seq., Tennessee Code Annotated (the “Act”); the Higher Educational Facilities Second Program
General Bond Resolution adopted by the Authority on April 27, 1998, as amended July 26, 2004, and May 9, 2013,
authorizing the issuance thereunder from time to time of Higher Educational Facilities Second Program Bonds (the
“Bonds”); and a Supplemental Resolution adopted by the Authority on July 21, 2017, authorizing and providing for the
issuance of the Offered Bonds (such General Bond Resolution as amended and supplemented from time to time, including
by such Supplemental Resolution, the “Resolution”). For a “SUMMARY OF CERTAIN PROVISIONS OF THE
RESOLUTION”, see Appendix E.

The Act empowers the Authority, among other things, to issue its bonds and notes to obtain funds, or to refund its
bonds or notes issued to obtain funds, to finance higher education facilities (as defined in Appendix C, the “Projects”) for
the purposes of the Institutions and the Boards.

A portion of the proceeds of the 2017A Bonds will be used to prepay the principal of a portion of the loans (the
“Revolving Credit Loans”) outstanding under a Revolving Credit Agreement dated March 20, 2014, as amended by the
First Amendment to Revolving Credit Agreement dated as of March 20, 2017, by and among the Authority, Wells Fargo
Bank, National Association, as Bank, and U.S. Bank National Association as Administrative Agent and as Bank (the
“Revolving Credit Agreement”) with respect to certain Projects and to finance additional costs of certain of such Projects
and costs of other Projects. For a description of the Revolving Credit Agreement, see “SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS - Subordinated Obligations; Revolving Credit Agreement.” The remaining proceeds of the
2017A Bonds will be applied as described in “PURPOSES OF THE OFFERED BONDS —Application of the 2017A Bond
Proceeds.”



A portion of the proceeds of the 2017B Bonds will be used to current and advance refund certain outstanding
Bonds. The remaining proceeds of the 2017B Bonds will be applied as described in “PURPOSES OF THE OFFERED
BONDS - Plan of Refunding and Application of the 2017B Bond Proceeds.”

A portion of the proceeds of the 2017C Bonds will be used to advance refund certain outstanding Bonds. The
remaining proceeds of the 2017C Bonds will be applied as described in “PURPOSES OF THE OFFERED BONDS - Plan
of Refunding and Application of the 2017C Bond Proceeds.”

The Offered Bonds will be payable and secured under the Resolution on a parity with all other Bonds heretofore
and hereafter issued pursuant to the Act and the Resolution, except as described herein with respect to the Debt Service
Reserve Fund or otherwise as permitted by the Resolution. Currently, the aggregate principal amount of Bonds which may
be issued under the Resolution is not limited by law or the Resolution. As of September 13, 2017, $1,635,805,000
(unaudited) aggregate principal amount of Bonds was outstanding, as adjusted to include the Offered Bonds and exclude the
Bonds to be refunded by the Offered Bonds. In addition, as of September 13, 2017, the Authority had $188,152,066
(unaudited) aggregate principal amount of the Revolving Credit Loans outstanding, which includes $9,767,500 not yet
allocated to Institutions. Approximately, $128,306,796 of the principal amount of the revolving credit loans outstanding
will be prepaid by the 2017A Bonds. See “THE AUTHORITY - Outstanding Indebtedness of the Authority.”

The Bonds, including the Offered Bonds, constitute special obligations of the Authority. The principal, Sinking
Fund Installments, if any, and Redemption Price of and interest on the Bonds shall be payable solely from and secured by
the Annual Financing Charges, Legislative Appropriations and other moneys and securities held or set aside under the
Resolution, subject to the application thereof to the purposes and on the conditions permitted by the Resolution.

The Authority and each Board have entered into a separate Second Program Financing Agreement dated as of
November 1, 1997, as amended (each, a “Financing Agreement”). The Financing Agreements obligate the Authority to use
its best efforts to finance Projects for the respective Boards under certain terms and conditions. Annual Financing Charges
payable with respect to a Project (including debt service on the portion of the Bonds issued for that Project) are required
under the Financing Agreements to be paid by the Boards, as and when the same become due, only from Fees and Charges
collected by or on behalf of the Institution for which the project was financed and, if necessary, from Legislative
Appropriations for the operation and maintenance of such Institution as described herein. See “SECURITY FOR THE
PAYMENT OF THE BONDS — Annual Financing Charges; Fees and Charges” and “— Legislative Appropriations.” Under
each Financing Agreement, the relevant Board covenants and agrees to establish and collect Fees and Charges at each
Institution at a level sufficient to produce in each Fiscal Year no less than two times the amount required for the payment of
the aggregate (without duplication) of (i) all Annual Financing Charges in such Fiscal Year payable with respect to all
Projects for the Institution, plus (ii) the aggregate of all prior charges, pledges, liens and claims on or payable from said
Fees and Charges in such Fiscal Year with respect to the Institution.

The Resolution establishes a Debt Service Reserve Fund, which has been maintained at the level of the Debt
Service Reserve Requirement, as provided in the Resolution, for all Bonds issued prior to 2012 currently outstanding under
the Resolution. However, as permitted by the Resolution and as further described herein, the Authority has
established a separate account in the Debt Service Reserve Fund solely for the Offered Bonds and elected not to fund
such account. While the Authority is authorized to fund such accounts at a later date, it has no present intent to do
so. Unlike the currently outstanding Bonds issued prior to 2012, the Offered Bonds are not secured by any other
account or amounts on deposit in the Debt Service Reserve Fund; are not payable from any other account or
amounts on deposit in the Debt Service Reserve Fund; and will not be included in the calculation of the Debt Service
Reserve Requirement either at initial issuance or at a later date. See “SECURITY AND SOURCES OF PAYMENT
FOR THE BONDS - Debt Service Reserve Fund.”

The Financing Agreements and the Resolution constitute the second and only presently available Authority loan
program for the Boards.

For a summary of the provisions of the Financing Agreements see Appendix D — “SUMMARY OF CERTAIN
PROVISIONS OF THE FINANCING AGREEMENTS.” For a discussion regarding the security and sources of payment
for the Offered Bonds, see “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS.”



PURPOSES OF THE OFFERED BONDS

Application of the 2017A Bond Proceeds

The 2017A Bonds are being issued for the purposes of (i) prepaying the principal of a portion of the outstanding
Revolving Credit Loans with respect to certain Projects identified below, (ii) financing additional costs of certain of such
Projects and costs of certain other Projects identified below, and (iii) funding costs of issuance of the 2017A Bonds. The
accrued interest on such prepaid principal of the outstanding Revolving Credit Loans will be paid with other available
funds.

The following table shows the Projects to be financed and refinanced with the proceeds of the 2017A Bonds and
the principal amount (including costs of issuance, original issue discount or premium, capitalized interest, and underwriters’
discount) of the 2017A Bonds for each Project:

Institution Project Amount
University of Tennessee, Knoxville University Center $29,212,858
University of Tennessee, Knoxville West Campus Redevelopment Project 59,788,066
University of Tennessee, Knoxville Arena Renovations and Repairs 7,182,044
University of Tennessee, Chattanooga  Retrofit State Bldg 1,238,283
University of Tennessee, Chattanooga West Campus Housing 66,027,208
University of Tennessee, Knoxville Lake Avenue Parking Garage 19,614,347
University of Tennessee, Knoxville Campus Beautification 5,736,554
University of Tennessee, Chattanooga Campus Sites Improvements 2,476,567
University of Tennessee, Knoxville Science Laboratory Facility (Cumberland and 13th) 20,440,654
University of Tennessee, Chattanooga Engel Intramural Sports Complex 3,991,400
East Tennessee State University New Football Stadium 12,019,004
East Tennessee State University Kingsport Family Physicians Center 1,245,585
Tennessee Technological University Tech Village Renovations 7,165,533
University of Memphis Indoor Football Practice Facility 8,400,974
Columbia State Community College Parking Garage 3,030,923

Plan of Refunding and Application of 2017B Bond Proceeds

The 2017B Bonds are being issued for the purposes of (i) providing funds necessary for the refunding of certain
outstanding Bonds described and defined in the following table and (ii) funding costs of issuance of the 2017B Bonds.

The Bonds to be refunded by the 2017B Bonds (the “2017B Refunded Bonds™) consist of Bonds of the respective
series and maturities and with respective redemption dates and prices as set forth in the following table.

2017B Refunded Bonds

Maturity Interest Principal Redemption Redemption
Series Date Rate Amount Date Price
2007A 5/1/2036" 4.250% $ 2185000 10/23/2017 100.00%
2007C 5/1/2026 5.000% $ 5,765,000 10/23/2017 100.00%
5/1/2027 5.000% 6,055,000  10/23/2017 100.00%
5/1/2028 5.000% 6,375,000  10/23/2017 100.00%
5/1/2032" 5.000% 19,510,000  10/23/2017 100.00%
$ 37,705,000

*Denotes a Term Bond



2010A 5/1/2018 4.000% $ 10,480,000 N/A N/A

5/1/2019 4.250% 10,900,000  5/1/2018 100.00%
5/1/2024 3.125% 9,055,000  5/1/2018 100.00%
5/1/2028 3.500% 9,555,000  5/1/2018 100.00%
5/1/2035" 4.000% 13,195,000  5/1/2018 100.00%
5/1/2040" 4.000% 16,055,000  5/1/2018 100.00%
$ 69,240,000
2012A 5/1/2023" 5.000% $ 6,030,000  5/1/2022 100.00%
5/1/2024" 5.000% 6,340,000  5/1/2022 100.00%
5/1/2025" 5.000% 6,660,000  5/1/2022 100.00%
5/1/2026" 4.000% 6,975,000  5/1/2022 100.00%
5/1/2027* 5.000% 7,280,000  5/1/2022 100.00%
5/1/2028" 5.000% 7,140,000  5/1/2022 100.00%
5/1/2029" 5.000% 7505000  5/1/2022 100.00%
$ 47,930,000
2013A 11/1/2026 5.000% 4515000  11/1/2022 100.00%
11/1/2027 5.000% 4,745,000  11/1/2022 100.00%
11/1/2028 5.000% 4,990,000  11/1/2022 100.00%
$ 14,250,000
Total Refunded Bonds $171,310,000

Plan of Refunding and Application of 2017C Bond Proceeds

The 2017C Bonds are being issued for the purposes of (i) providing funds necessary for the refunding of certain
outstanding Bonds described and defined in the following table and (ii) funding costs of issuance of the 2017C Bonds.

The Bonds to be refunded by the 2017C Bonds (the “2017C Refunded Bonds”) consist of Bonds of the respective
series and maturities and with respective redemption dates and prices as set forth in the following table.

2017C Refunded Bonds
Maturity Interest Principal Redemption Redemption
Series Date Rate Amount Date Price
2010B 5/1/2018 3.000% $ 525,000 N/A N/A
5/1/2019 3.500% 540,000 N/A N/A
5/1/2020 4.000% 555,000 N/A N/A
5/1/2021 4.000% 580,000 5/1/2020 100.00%
5/1/2022 4.000% 605,000 5/1/2020 100.00%
5/1/2023 4.000% 625,000 5/1/2020 100.00%
5/1/2024 4.000% 650,000 5/1/2020 100.00%
5/1/2025 4.125% 680,000 5/1/2020 100.00%
5/1/2026 4.300% 705,000 5/1/2020 100.00%
5/1/2027 4.600% 735,000 5/1/2020 100.00%
5/1/2028 4.700% 770,000 5/1/2020 100.00%
5/1/2029 4.700% 805,000 5/1/2020 100.00%
5/1/2030 4.750% 845,000 5/1/2020 100.00%
5/1/2031 4.800% 495,000 5/1/2020 100.00%
5/1/2035* 5.000% 2,235,000 5/1/2020 100.00%
5/1/2040" 5.200% 3,495,000  5/1/2020 100.00%
Total Refunded Bonds $ 14,845,000

*Denotes a Term Bond



Sources and Uses of Funds for the Offered Bonds

The sources and application of funds in connection with the issuance of the Offered Bonds are as follows:

2017A Bonds 2017B Bonds 2017C Bonds Total

Sources of Funds:

Par Amount of Bonds $ 247570000 $ 139,740,000 $ 15150000 $ 402,460,000
Original Issue (Discount) Premium 50,270,901 30,387,311 - 80,658,212
Excess Reserve Account - 14,700,132 1,178,928 15,879,060
Total $ 297,840,901 $184,827,443 $ 16,328,928 $ 498,997,272
Uses of Funds:

Project Construction Accounts (approx) $ 166985204 % - $ - $ 166,985,204
Loan Prepayment (approx) 128,306,796 - - 128,306,796
Capitalized Interest 2,017,498 - - 2,017,498
Deposits under Refunding Trust Agreements - 184,451,909 16,283,033 200,734,942
Underwriters” Discount 181,325 102,919 12,217 296,461
Costs of Issuance 350,078 272,616 33,678 656,371
Total $ 297,840,901 $184,827,443 $ 16,328,928 $ 498,997,272

Refunding Trust Agreements and Verification

In conjunction with the delivery of each of the 2017B Bonds and 2017C Bonds, the Authority will enter into a
separate Refunding Trust Agreement (each, a “Refunding Trust Agreement”) with Regions Bank, Nashville, Tennessee, as
Refunding Trustee. Under each Refunding Trust Agreement, proceeds of the 2017B Bonds or 2017C Bonds, as applicable,
and other available moneys, if any, will be irrevocably deposited with the Refunding Trustee into a refunding trust fund
thereunder and either be initially retained as cash or invested in non-callable direct obligations of the United States of
America. The maturing principal of and interest on the non-callable direct obligations, and other moneys on deposit in such
refunding trust fund, will be sufficient to pay (i) the interest on the 2017B Refunded Bonds or 2017C Refunded Bonds, as
applicable, on each interest payment date to and including the respective maturity or earlier redemption date, and (ii) on the
respective maturity or earlier redemption date, the principal amount or redemption price then due on the 2017B Refunded
Bonds or 2017C Refunded Bonds, as applicable.

Upon issuance of the 2017B Bonds and 2017C Bonds, the 2017B Refunded Bonds and 2017C Refunded Bonds will
be irrevocably designated for redemption as described above, provision will be made in the Refunding Trust Agreements
for the giving of notice of such redemption, and the 2017B Refunded Bonds and 2017C Refunded Bonds shall not be
redeemed other than as described above.

Under the Resolution, by virtue of the provision for redemption described above, together with the irre vocable
deposit and application of monies and securities as provided by the Refunding Trust Agreements and certain other
provisions of the Refunding Trust Agreements and after the issuance of the 2017B Bonds and 2017C Bonds, the 2017B
Refunded Bonds and 2017C Refunded Bonds will no longer be deemed to be outstanding under the Resolution.

The Authority will obtain verification of sufficiency of the refunding trust fund and certain yields from Robert
Thomas CPA, LLC. See “VERIFICATION AGENT.”

DESCRIPTION OF THE OFFERED BONDS

General

The Offered Bonds will be dated the date of their delivery and will mature at the times and in the principal amounts
as set forth on the inside cover page hereof. Interest on the Offered Bonds will be payable semi-annually on May 1 and
November 1, commencing November 1, 2017. The Offered Bonds will be offered in authorized denominations of $5,000 or
integral multiples thereof.



Upon initial issuance, the Offered Bonds will be available only in book-entry form. The Depository Trust
Company, New York, New York (“DTC”) will act as initial securities depository for the Offered Bonds and the ownership
of one fully registered bond for each maturity of the Offered Bonds in the aggregate principal amount of that maturity will
be registered in the name of Cede & Co., as nominee of DTC, and deposited with DTC. Beneficial owners of Offered
Bonds will not receive physical delivery of bond certificates except under limited circumstances. See Appendix F -
“BOOK-ENTRY ONLY SYSTEM?” for a description of DTC and its book-entry only system.

Fiduciaries

Regions Bank, Nashville, Tennessee, is the Trustee under the Resolution and the Paying Agent and Registrar for
the Offered Bonds.

Redemption

Optional Redemption — 2017A Bonds. The 2017A Bonds maturing on or prior to November 1, 2027, are not
subject to redemption prior to maturity. The 2017A Bonds maturing on or after November 1, 2028, are subject to
redemption prior to their stated maturities from any available moneys, at any time on and after November 1, 2027 as a
whole, or in part from time to time in any order of maturity determined by the Authority, at a Redemption Price equal to the
principal amount of such 2017A Bonds or portions thereof to be redeemed, together with the interest accrued on such
principal amount to the date fixed for redemption.

Optional Redemption — 2017B Bonds. The 2017B Bonds maturing on or prior to November 1, 2027, are not
subject to redemption prior to maturity. The 2017B Bonds maturing on or after November 1, 2028, are subject to
redemption prior to their stated maturities from any available moneys, at any time on and after November 1, 2027, as a
whole, or in part from time to time in any order of maturity determined by the Authority, at a Redemption Price equal to the
principal amount of such 2017B Bonds or portions thereof to be redeemed, together with the interest accrued on such
principal amount to the date fixed for redemption.

Optional Redemption — 2017C Bonds. Bonds maturing on or after November 1, 2028, are subject to redemption
prior to their stated maturities from any available moneys, at any time on and after November 1, 2027, as a whole, or in part
from time to time in any order of maturity determined by the Authority, at a Redemption Price equal to the principal
amount of such 2017C Bonds or portions thereof to be redeemed, together with the interest accrued on such principal
amount to the date fixed for redemption.

Prior to November 1, 2027, the 2017C Bonds are subject to redemption prior to their stated maturities at the option
of the Authority, at any time as a whole, or in part from time to time in any order of maturity as determined by the
Authority, at a Redemption Price equal to the Make-Whole Redemption Price (as defined below).

The “Make-Whole Redemption Price” of any 2017C Bonds to be redeemed is an amount equal to the greater of (i)
100% of the principal amount of such 2017C Bonds or (ii) the sum of the present value of the remaining scheduled
payments of principal and interest to the maturity date of such 2017C Bonds not including any portion of those payments of
interest accrued and unpaid as of the date on which such 2017C Bonds are to be redeemed, discounted on a semiannual
basis to the date on which such 2017C Bonds are to be redeemed, assuming a 360-day year consisting of twelve 30-day
months, at the Treasury Rate (as defined below) plus (i) five (5) basis points, in the case of 2017C Bonds maturing in years
2017 through 2023, (ii) ten (10) basis points, in the case of 2017C Bonds maturing in years 2024 through 2028, and (iii)
fifteen (15) basis points, in the case of 2017C Bonds maturing in years 2029 through 2039 plus, in each case, accrued and
unpaid interest on such 2017C Bonds on such redemption date.

"Treasury Rate" means, with respect to any redemption date for any particular 2017C Bond, the greater of: (i) the
yield to maturity as of such redemption date of the United States Treasury securities with a constant maturity (as compiled
and published in the most recent Federal Reserve Statistical Release H.15 (519) that has become publicly available at least
two business days prior to the redemption date (excluding inflation indexed securities) (or, if such Statistical Release is no
longer published, any publicly available source of similar market data)) most nearly equal to the period from the
redemption date to maturity; provided, however, that if the period from the redemption date to maturity is less than one
year, the weekly average yield on actually traded United States Treasury securities adjusted to a constant maturity of one
year will be used; all as will be determined by an independent accounting firm, investment banking firm or financial advisor
retained by the Authority at the Authority’s expense and such determination shall be conclusive and binding on the owners
of the 2017C Bonds, or (ii) the rate per annum, expressed as a percentage of the principal amount, equal to the semiannual
equivalent yield to maturity or interpolated maturity of the Comparable Treasury Issue (defined below), assuming that the
Comparable Treasury Issue is purchased on the redemption date for a price equal to the Comparable Treasury Price (defined
below), as calculated by the Designated Investment Banker (defined below).



“Comparable Treasury Issue” means, with respect to any redemption date for a particular 2017C Bond, the United
States Treasury security or securities selected by the Designated Investment Banker that has an actual or interpolated
maturity comparable to the remaining average life of the 2017C Bond to be redeemed.

“Comparable Treasury Price” means, with respect to any redemption date for a particular 2017C Bond, (i) if the
Designated Investment Banker receives at least four Reference Treasury Dealer Quotations (defined below), the average of
such quotations for such redemption date, after excluding the highest and lowest Reference Treasury Dealer Quotations, or
(ii) if the Designated Investment Banker obtains fewer than four Reference Treasury Dealer Quotations, the average of all
such quotations.

"Designated Investment Banker" means one of the Reference Treasury Dealers (as defined below) appointed by the
Authority.

"Reference Treasury Dealer" means each of the four firms, specified by the Authority from time to time, that are
primary United States government securities dealers in the City of New York (each a “Primary Treasury Dealer”); provided,
however, that if any of them ceases to be a Primary Treasury Dealer, the Authority will substitute another Primary Treasury
Dealer.

"Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and any
redemption date for a particular 2017C Bond, the average, as determined by the Designated Investment Banker, of the bid
and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) quoted
in writing to the Designated Investment Banker by such Reference Treasury Dealer at 3:30 P.M., New York City time, on
the third business day preceding such redemption date.

The redemption price of such 2017C Bonds to be redeemed will be determined by an independent accounting firm,
investment banking firm or financial advisor retained by the Authority to calculate such redemption price. The Authority
may conclusively rely on the determination of such redemption price by such independent accounting firm, investment
banking firm or financial advisor and will not be liable for such reliance.

Mandatory Sinking Fund Redemption. The 2017A Bonds maturing on November 1, 2042 and November 1, 2047,
are Term Bonds subject to redemption in part on November 1 in each of the years and in the respective principal amounts
set forth below at a Redemption Price equal to the principal amount or portion thereof to be redeemed, together with the
interest accrued thereon to the date fixed for redemption, from Sinking Fund Installments which are required to be
accumulated in the Debt Service Fund in amounts sufficient to redeem on November 1 of each year shown below the
principal amount of such Offered Bonds specified for such year:

November 1, 2042 Maturity November 1, 2047 Maturity
Year Principal Amount Year Principal Amount
2038 $ 9,485,000 2043 $ 7,570,000
2039 9,970,000 2044 7,960,000
2040 10,480,000 2045 8,370,000
2041 11,015,000 2046 8,800,000
2042* 11,580,000 2047* 9,250,000
$ 52,530,000 $ 41,950,000

*Final Maturity



Mandatory Sinking Fund Redemption. The 2017C Bonds maturing on November 1, 2039, are Term Bonds subject
to redemption in part on November 1 in each of the years and in the respective principal amounts set forth below at a
Redemption Price equal to the principal amount or portion thereof to be redeemed, together with the interest accrued
thereon to the date fixed for redemption, from Sinking Fund Installments which are required to be accumulated in the Debt
Service Fund in amounts sufficient to redeem on November 1 of each year shown below the principal amount of such
Offered Bonds specified for such year:

November 1, 2039 Maturity

Year Principal Amount
2033 $ 550,000
2034 575,000
2035 595,000
2036 620,000
2037 635,000
2038 665,000
2039* 685,000

$ 4,325,000

*Final Maturity

Satisfaction of any Sinking Fund Installment for any Term Bonds also may be made in whole or in part by
purchase or redemption of such Term Bonds at least 45 days prior to the due date of such Sinking Fund Installment.

Selection of 2017A Bonds and 2017B Bonds to be Redeemed. If less than all of the 2017A Bonds and 2017B Bonds
of a maturity are to be redeemed, the particular 2017A Bonds and 2017B Bonds or portions thereof of such maturity to be
redeemed shall be selected by the Registrar in any manner which it deems fair and appropriate. For so long as a book -entry
only system is in effect with respect to the 2017A Bonds and 2017B Bonds and DTC or a successor securities repository is
the sole registered owner of such 2017A Bonds and 2017B Bonds, in the event of a redemption of less than all of the 2017A
Bonds and 2017B Bonds of a maturity, the particular ownership interests of the 2017A Bonds and 2017B Bonds of such
maturity to be redeemed shall be selected by DTC and Direct DTC Participants and Indirect DTC Participants, or by any
such successor securities depository or any other intermediary, in accordance with their respective operating rules and
procedures. In the event of a partial redemption, DTC’s rules and procedures currently provide for the redemption to be
processed by random lottery. Any failure of DTC or its successor, or of a Direct DTC Participant or Indirect DTC
Participant, or any other intermediary, to make such selection, or to make or fail to make any such selection in any
particular manner, will not affect the sufficiency or the validity of the redemption of 2017A Bonds and 2017B Bonds. See
Appendix F- “BOOK-ENTRY ONLY SYSTEM.”

Selection of 2017C Bonds to be Redeemed. If less than all of the 2017C Bonds of a maturity are to be redeemed, the
2017C Bonds of such maturity shall be redeemed pro rata as nearly as practicable in the proportion that the principal
amount of the outstanding 2017C Bonds of such maturity owned by each registered owner bears to the aggregate principal
amount of the outstanding 2017C Bonds of such maturity. For so long as a book-entry only system is in effect and DTC or
a successor securities repository is the sole registered owner of the 2017C Bonds, in the event of a redemption of less than
all of the 2017C Bonds of a maturity, the particular ownership interests of the 2017C Bonds of such maturity to be
redeemed shall be selected by DTC and Direct DTC Participants and Indirect DTC Participants, or by any such successor
repository or any other intermediary, in accordance with their respective operating rules and procedures. The Underwriters
have advised the Authority that the 2017C Bonds will be made eligible for partial redemption to be treated by DTC in
accordance with its rules and procedures, as a “pro rata pass-through distribution of principal.” To the extent practicable,
the Paying Agent will request that DTC select the amount of such interests of 2017C Bonds to be redeemed on a pro rata
pass-through distribution of principal basis in integral multiples of $5,000 in accordance with DTC procedures then in
effect. The Authority can provide no assurance that DTC or its successor, Direct DTC Participants and Indirect DTC
Participants, or any successor repository or any other intermediary will allocate the redemption of 2017C Bonds on such
basis. If, at the time of redemption of the 2017C Bonds, either (i) the operational arrangements of DTC do not allow for the
redemption of the 2017C Bonds on a pro rata pass-through distribution of principal basis, or (ii) the Paying Agent has failed
to notify DTC that the 2017C Bonds to be redeemed are to be redeemed pursuant to DTC’s pro rata pass-through
distribution of principal procedures, or has failed to furnish to DTC the factor to be applied by it in determining the pro rata
allocation of the principal to be redeemed, then in each such case the 2017C Bonds of such maturity to be redeemed may be



selected in accordance with DTC operating rules and procedures, which currently provide for the redemption to be
processed by random lottery. Any failure of DTC or its successor, or of a Direct DTC Participant or Indirect DTC
Participant, or of any other intermediary, to make such selection or proportional allocation, for whatever reason, will not
affect the sufficiency or the validity of the redemption of 2017C Bonds. See Appendix F- “BOOK-ENTRY ONLY
SYSTEM.”

Notice of Redemption. Notice of redemption is to be mailed not less than 30 days prior to the redemption date, to
the Owner of each Offered Bond to be redeemed at the address that appears on the registration books, but failure to receive
any such notice shall not affect the validity of the redemption proceedings. Any notice of redemption may prov ide that
such redemption is conditional on the availability of sufficient moneys to pay the Redemption Price, plus interest accrued
and unpaid to the redemption date.

For so long as a book-entry only system is in effect with respect to the Offered Bonds, the Registrar will give
notice of redemption to DTC or its nominee or its successor. See Appendix F- “BOOK-ENTRY ONLY SYSTEM.” Any
failure of DTC or its successor, or of a Direct DTC Participant or Indirect DTC Participant, or any other intermediary, to
notify a beneficial owner of an Offered Bond of any redemption will not affect the sufficiency or the validity of the
redemption of such Offered Bond. Neither the Authority, nor the Trustee or Registrar, can give any assurance that DTC or
its successor, the Direct DTC Participants or the Indirect DTC Participants, or any other intermediary, will distribute such
redemption notices to the beneficial owners of the Offered Bonds, or that they will do so on a timely basis.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

The Bonds, including the Offered Bonds, constitute special obligations of the Authority. The principal, Sinking
Fund Installments, if any, and Redemption Price of and interest on the Bonds shall be payable solely from the Annual
Financing Charges, Legislative Appropriations and other moneys and securities held or set aside under the Resolution,
subject to the application thereof to the purposes and on the conditions permitted by the Resolution. The Annual Financing
Charges and Legislative Appropriations, and all rights under the Financing Agreements or otherwise to receive the same,
and all moneys and Investment Obligations credited to the Funds and Accounts established by the Resolution, are pledged
for the payment of the principal, Sinking Fund Installments, if any, and Redemption Price of and interest on the Bonds in
accordance with the Resolution, subject only to the provisions of the Resolution permitting the application thereof for the
purposes and on the terms and conditions set forth in the Resolution. All covenants and agreements set forth in the
Resolution to be performed on behalf of the Authority shall be for the equal benefit, protection and security of the Owners
of all of the Bonds, except as expressly provided in or permitted by the Resolution. As permitted by the Resolution, the
Offered Bonds will not be secured by or payable from the Debt Service Reserve Fund maintained for currently
outstanding Bonds issued prior to 2012. The Authority has elected to establish a separate account in the Debt
Service Reserve Fund solely for the Offered Bonds, with no current funding requirement. Accordingly, the Offered
Bonds will not be secured by a funded debt service reserve. See “Debt Service Reserve Fund” below.

The definition of "Institution" contained in the Act was amended by Chapter 174, Public Laws of 2013 and, the
definitions of "Institution" contained in the Resolution and in the Financing Agreements with the Board of Regents and the
Board of Trustees, respectively, relating to that definition, have been amended accordingly. These amendments apply to all
of the Authority’s currently outstanding Higher Educational Facilities Second Program Bonds as well as those to be issued
(including the Offered Bonds). See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS - 2013 Amendments
to the Act, the Resolution and the Financing Agreements"”, Appendix C - "GLOSSARY OF CERTAIN TERMS", Appendix
D - "SUMMARY OF CERTAIN PROVISIONS OF THE FINANCING AGREEMENTS - Amendment", and Appendix E -
“SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION - Supplemental Resolution; Amendments" (clause (8)
of the first paragraph).

THE OFFERED BONDS ARE SPECIAL OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM THE
SOURCES PROVIDED IN THE RESOLUTION AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE
STATE, ANY POLITICAL SUBDIVISION OF THE STATE OR THE AUTHORITY IS PLEDGED TO THE PAYMENT OF THE
PRINCIPAL OR REDEMPTION PRICE OF, OR INTEREST ON, THE OFFERED BONDS.

THE AUTHORITY HAS NO TAXING POWER.
Financing Agreements

The Authority and each Board have entered into a Financing Agreement. The Financing Agreements obligate the
Authority to use its best efforts to finance Projects for the respective Boards under certain terms and conditions. The
Financing Agreements also obligate the Boards to pay to the Authority Annual Financing Charges sufficient, among other
things, to provide for the payment of debt service on the Bonds. Annual Financing Charges payable with respect to a



Project are required to be paid by the Board only from Fees and Charges of the Institution for which the project was
financed. The Boards are required to establish and collect fees and charges at the Institution at a level sufficient to produce
in each Fiscal Year not less than two times the amount required for the payment of, among other things, all Annual
Financing Charges payable in such Fiscal Year with respect to all Projects for the Institution. The Annual Financing
Charges required of the Institution also are payable, if necessary, from Legislative Appropriations for the operation and
maintenance of the Institution. See “Legislative Appropriations” below.

Annual Financing Charges; Fees and Charges

The Financing Agreements require that as long as any Debt (including the Offered Bonds) remains outstanding for
any Project, Annual Financing Charges shall be established and revised by the Authority from time to time in such amounts,
payable at such times, as shall at all times be sufficient to enable the Authority to (i) pay the principal of and premium, if
any, and interest on such Debt as and when the same become due and payable, (ii) pay or replenish reserves therefor as and
when required by the Resolution, and (iii) make any other payments required to be made by or on behalf of the Authority
under or pursuant to the Resolution.

The Boards are required by the Financing Agreements to pay to the Authority all Annual Financing Charges in
such amounts, at such times, in such manner and at such places as shall be specified in writing from time to time by the
Authority. It is the current policy of the Authority that the Boards make payments to the Authority at least 5 days prior to
their respective due dates. This policy may be changed by the Authority in a manner consistent with the immediately
preceding sentence and paragraph. Under the Financing Agreements, the obligation of the Boards to pay Annual Financing
Charges is absolute and unconditional, and Annual Financing Charges are required to be paid in full without set-off or
counterclaim.

The Boards covenant and agree in the Financing Agreements to establish and collect Fees and Charges at each
Institution at a level sufficient to produce in each Fiscal Year no less than two times the amount required for the payment o f
the aggregate (without duplication) of (i) all Annual Financing Charges in such Fiscal Year payable with respect to all
Projects for the Institution, plus (ii) the aggregate of all prior charges, pledges, liens and claims on or payable from said
Fees and Charges in such Fiscal Year with respect to the Institution.

Annual Financing Charges payable with respect to a Project (including debt service on the portion of the Bonds
issued for that Project) are required under the Financing Agreements to be paid by the Boards, as and when the same
become due, only from Fees and Charges of the Institution. “Fees and Charges” means all revenues, fees, rentals and other
charges received by or on behalf of an Institution which are available to pay Annual Financing Charges. See Appendix B —
“TSSBA SELECTED STATISTICAL INFORMATION” for a description of the Institutions for which Projects are being
financed with the proceeds of the Offered Bonds and for detail regarding each Institution’s historical statement of collection
of Fees and Charges, as well as the debt service on Bonds attributable to such Institution.

Each Institution’s total Fees and Charges and Legislative Appropriations (see “Legislative Appropriations” below)
may be used to pay costs of operating and maintaining such Institution as well as the Annual Financing Charges. Each
Board may pledge, assign or otherwise use or encumber any Fees and Charges relating to an Institution to obligations of the
Institution or of the Board in addition to the Bonds if the aggregate of the Fees and Charges collected by the Institution in
the preceding Fiscal Year is no less than two times the amount required for the payment of the aggregate (without
duplication) of (i) the maximum amount of the Annual Financing Charges payable and projected to be payable with respect
to all Projects for the Institution in any succeeding Fiscal Year, plus (ii) the aggregate of all prior charges, pledges, liens
and claims on or payable from said Fees and Charges with respect to the Institution in any succeeding Fiscal Year.

The Financing Agreements also require that, in addition to Annual Financing Charges, the Authority may establish
and revise from time to time, and the Boards shall apply Fees and Charges from their respective Institutions to pay fees
(“Administrative Fees”) to compensate the Authority for costs relating to (i) the issuance and payment of Debt and (ii) the
administration of the Financing Agreements and the Resolution.

Legislative Appropriations

In accordance with the Act, the Financing Agreements provide that if any Annual Financing Charges or
Administrative Fees shall not be paid by a Board when due and payable with respect to a Project, or if the Board shall
notify the Authority of any inability to make such payment from Fees and Charges, then the Board shall deduct from the
amounts appropriated by the General Assembly of the State of Tennessee for the operation and maintenance of the
respective Institution and pay to the Authority such amount or amounts as may be required to make the Board current with
respect to the unpaid Annual Financing Charges and Administrative Fees. The Boards also agree in the Financing
Agreements that the Commissioner of Finance and Administration, or his successor, after notice from the Authority that the
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respective Board has failed to pay Annual Financing Charges or Administrative Fees due and payable with respect to a
Project, shall, to the extent permitted by law, deduct from the amounts appropriated by the General Assembly of the State
of Tennessee for the operation and maintenance of the respective Institution the amount or amounts as may be required to
make the Board current with respect to the unpaid Annual Financing Charges and Administrative Fees. The Authority has
established and tested detailed procedures for ensuring that these deductions will be made in a manner that ensures the
timely payment of debt service. It has not been necessary, to date, to utilize these procedures.

A significant source of funding for the State's public institutions of higher education has been and continues to be
annual appropriations made by the General Assembly of the State. See “Statement of Fees/Charges, Legislative
Appropriations and Debt Service for the Last Ten Years” in Appendix B and “TENNESSEE PUBLIC HIGHER
EDUCATION.” However, the General Assembly is under no obligation to continue to make appropriations for the
operation and maintenance of any Institution or of the Institutions generally, or to do so in any particular amount. See,
however, “Additional Bonds” and “Statutory Covenant” below. The State of Tennessee is not liable on the Bonds and the
Bonds are not a debt of the State of Tennessee.

Under the State Constitution, public money may be expended only pursuant to an appropriation made by law. Such
expenditures include, but are not limited to, funding any judgment in the Tennessee Claims Commission as discussed below
under - “Certain State Law Bondowner Remedies.” The General Assembly in 2001 confirmed that the earnings, revenues,
and assets of the Authority are continuously appropriated for expenditures authorized by or pursuant to the Act, which
includes debt service on Second Program Bonds and Revolving Credit Loans. That legislation also confirmed that the
earnings, revenues or other assets of any public higher education entity whose contracts or agreements support the payment
of the Authority’s debt service are continuously appropriated for expenditures in accordance with or pursuant to such
contracts or agreements which include the Financing Agreements. The Authority can provide no assurance as to the
continuation of these continuing appropriations.

Statutory Covenant

In accordance with the provisions of the Act, the Authority, on behalf of the State, in the Resolution pledges to and
agrees with the Owners of the Bonds that the State will not limit or alter the rights vested by the Act in the Authority to
fulfill the terms of any agreements made with Bond Owners, or in any way impair the rights and remedies of such Owners
until the Bonds, together with the interest thereon, with interest on any unpaid installments of interest, and all costs and
expenses in connection with any action or proceeding by or on behalf of such Owners, are fully met and discharged.

Flow of Funds

All Annual Financing Charges and Legislative Appropriations held or collected by the Authority are required by
the Resolution to be deposited to the General Fund established under the Resolution, which shall be held by the State
Treasurer or, at the direction of the State Treasurer, a separate custodian. However, in lieu of such deposit, the Authority
may direct and cause any Board to transmit directly to the Trustee any amount of Annual Financing Charges and
Legislative Appropriations payable by such Board that is required to be transferred by the Authority to the Trustee in the
amounts and by the times required for purposes of the Debt Service Fund or Debt Service Reserve Fund.

All moneys credited to the General Fund shall be applied by the Authority in the following manner and order:

First, the Authority shall transfer to the Debt Service Fund such sums as are required to be deposited therein under
the Resolution after giving effect to any such direct deposit; and

Second, the Authority shall transfer to the Debt Service Reserve Fund such sums as are required to be deposited
therein pursuant to the Resolution after giving effect to any such direct deposit; provided, however, that no transfer shall be
required prior to the date required, notwithstanding that as a result, lower priority transfers (described in the following
paragraph) may be made at any time prior to higher priority transfers that could be but are not required to be made at the
same time.

Any moneys credited to the General Fund in any month and not applied in such month, or required or otherwise
expected to be applied thereafter in such month or in the next succeeding month, may be used for any lawful purpose of the
Authority including, but not limited to, the payment of the principal of and premium, if any, and interest on Subordinated
Obligations, the establishment of reserves for such payment, the payment or reimbursement of Administrative Expenses of
the Authority, or the purchase or redemption of Bonds or Subordinated Obligations.
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The Debt Service Fund shall be held by the Trustee or at the option of the Authority, unless there shall exist an
Event of Default, by the State Treasurer or, at the direction of the State Treasurer, a separate custodian; it is currently being
held by the Trustee. Moneys credited to the Debt Service Fund shall be deposited in the following amounts and order of
priority, except that deposits from excess Construction Fund moneys shall be applied as directed by the Authority:

First, at least one Business Day prior to each interest payment date, there shall be deposited in the Debt Service
Fund an amount equal to, and which shall be applied to the payment of, the interest becoming due on the Outstanding
Bonds on such interest payment date;

Second, at least one Business Day prior to each principal payment date, there shall be deposited in the Debt Service
Fund an amount equal to, and which shall be applied to the payment of, the principal amount of Bonds (including the
principal amount of any Put Bonds tendered for payment by the Authority and not purchased in lieu of redemption prior to
the redemption date thereof) of the Outstanding Serial Bonds becoming due on such principal payment date; and

Third, at least one Business Day prior to each Sinking Fund Payment Date for the Term Bonds, there shall be
deposited in the Debt Service Fund an amount equal to, and which shall be applied to the payment of, the Sinking Fund
Installments becoming due upon the redemption of such Term Bonds on such Sinking Fund Payment Date.

Debt Service Reserve Fund
General

The Resolution establishes a Debt Service Reserve Fund for the payment of all Series of Bonds, with a separate
Debt Service Reserve Account therein for each Project financed, as described below. The Resolution also permits the
Authority to establish a separate account in the Debt Service Reserve Fund to be applied solely to the payment of a
particular Series of Bonds and to establish the requirements for that separate account; however, there is no requirement that
such separate account in the Debt Service Reserve Fund be funded. Such separate account, if funded, would secure only the
Series of Bonds for which it was created and the related Series of Bonds would not have access to any other accounts in the
Debt Service Reserve Fund. The Debt Service Reserve Fund shall be held by the Trustee or, at the option of the Authority,
unless there shall exist an Event of Default, by the State Treasurer or, at the direction of the State Treasurer, a separate
custodian. It is currently being held by the Trustee.

No Debt Service Reserve For the Offered Bonds and Certain Other Bonds

The Authority has elected to establish a separate account in the Debt Service Reserve Fund solely for the
Offered Bonds, with no current funding requirement. Accordingly, the Offered Bonds do not have a funded debt
service reserve account. Specifically, the Offered Bonds shall have no claim or lien on, nor shall any Offered Bonds be
payable from, any accounts in the Debt Service Reserve Fund, except from the separate account established for the Offered
Bonds to the extent that such account may be funded in the future, although the Authority is under no obligation to fund the
accounts and has no present intent to provide such funding. The Authority’s Higher Educational Facilities Second Program
Bonds issued in 2012 and thereafter to date similarly have no funded debt service reserve accounts and requirements and
the provisions of the preceding sentence apply to them as well. In addition, the Offered Bonds and the Bonds issued in
2012 and thereafter to date are excluded from the calculation of the Debt Service Reserve Requirement for all Series of
Bonds that are secured by accounts in the Debt Service Reserve Fund as described in “Debt Service Reserve Fund For
Bonds Issued Prior to 2012” below. As permitted by the Resolution, the Authority reserves the right to issue additional
Series of Bonds (i) secured solely by their respective related separate accounts in the Debt Service Reserve Fund, and
further to elect whether to fund such separate accounts, or (ii) secured by accounts in the Debt Service Reserve Fund as
described below in “Debt Service Reserve Fund For Bonds Issued Prior to 2012.”

Debt Service Reserve Fund For Bonds Issued Prior to 2012

The remainder of this section describes the Debt Service Reserve Fund as it applies to all currently outstanding
Bonds issued prior to 2012 and to any additional Series of Bonds for which the Authority elects not to establish a separate
account in the Debt Service Fund that is applicable only to such Series. The following description does not apply to the
Offered Bonds.

Within the Debt Service Reserve Fund there shall be established a separate Debt Service Reserve Account for each
of the Projects. At the time of or prior to the delivery of each Series of Bonds, the Authority shall pay into each Debt
Service Reserve Account from the proceeds of the sale of Bonds issued with respect to the Project to which such Debt
Service Reserve Account relates, or from any other available source, a sum of money equal to the Debt Service Reserve
Requirement with respect to the Bonds issued for such Project. In the event that moneys on deposit in a Debt Service
Reserve Account are transferred to the Debt Service Fund as described below, then, within five months of the date of such
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transfer, the Authority shall deposit or cause to be deposited into such Debt Service Reserve Account moneys sufficient to
cause the amount of moneys and value of Investment Obligations then on deposit in such Debt Service Reserve Account to
be equal to the Debt Service Reserve Requirement applicable thereto.

"Debt Service Reserve Requirement" means, with respect to each Series of Bonds, as of any date of calculation, (i)
an amount equal to the aggregate of the greatest amount of Debt Service on all Outstanding Bonds of such Series issued for
each Project (calculated separately for each Project and then aggregated) payable on any interest or Principal Instaliment
date thereafter (except that for the first such date after the date of issuance of such Bonds, interest to accrue for greater than
6 months but less than 12 months shall not be taken into account), or (ii) such greater amount, which subsequently may be
reduced to an amount not less than the amount required by clause (i) above, as may be determined from time to time by the
Authority by Supplemental Resolution; provided, however, that as a result of the issuance of any Series of Bonds the
interest on which is generally excluded from gross income for Federal income tax purposes, the Debt Service Reserve
Requirement with respect to such Series shall at no time exceed the lesser of (i) the amount that may be funded from the
proceeds of such Bonds or (ii) the amount that constitutes a reasonably required reserve with respect to such Bonds. Each
determination by the Authority of the Debt Service Reserve Requirement shall be conclusive. See the definition of this
term in Appendix C and for definitions of other defined terms used above. The Offered Bonds, the 2014 Bonds, the 2013
Bonds and the 2012 Bonds are excluded from the calculation of the Debt Service Reserve Requirement.

Moneys credited to a Debt Service Reserve Account shall be used, except as hereinafter described, solely for the
payment of the principal and Sinking Fund Installments, if any, of and interest on the Bonds issued with respect to the
Project to which such Account relates as the same become due and payable and with respect to which there are insufficient
moneys available in the Debt Service Fund. If there are insufficient moneys for such purpose in the Debt Service Reserve
Account with respect to the Project to which such Account relates, then moneys and Investment Obligations on deposit in
or credited to the Debt Service Reserve Accounts which relate to other Projects of the Institution for which such Project
was undertaken shall be applied on a pro rata basis (based on Debt Service Reserve Requirements) to cure such deficiency.
If after making such application a deficiency still exists in the Debt Service Reserve Account with respect to a particular
Project, then moneys and Investment Obligations on deposit in or credited to the Debt Service Reserve Accounts for all
Projects undertaken for all Institutions under the supervision of the other Board may be applied on a pro rata basis (based
on Debt Service Reserve Requirements) to cure such deficiency. Moneys applied pursuant to the previous two sentences
shall be restored to the respective Accounts from which they were obtained in the inverse order from which they were
withdrawn and such Accounts are to be restored to the Debt Service Reserve Requirement therefor before moneys are
credited to the Debt Service Reserve Account related to the Project for which there were insufficient moneys available in
the Debt Service Fund.

Any amounts in a Debt Service Reserve Account at the end of any Bond Year in excess of the Debt Service
Reserve Requirement with respect to the Bonds issued for a Project to which such Account relates shall be withdrawn from
such Account and transferred to the Debt Service Fund and applied to the payment of the principal and Sinking Fund
Installments of and interest on the Bonds relating to such Project, unless otherwise directed by the Authority.

If the Authority determines at any time that the moneys and value of Investment Obligations credited to any Debt
Service Reserve Account are in excess of the Debt Service Reserve Requirement for the Bonds issued for the related
Project, the Authority may transfer or, if applicable, direct the Trustee to transfer such excess to the Debt Service Fund and
apply such excess to the payment of the principal and Sinking Fund Installments of and interest on Bonds relating to such
Project.

In the event of the refunding of any Bonds, the Authority may withdraw from the Debt Service Reserve Fund all or
any portion of the amounts accumulated therein with respect to the Bonds being refunded and deposit such amounts with a
Paying Agent to be held for the payment of the principal, Sinking Fund Installments, if any, or Redemption Price, if
applicable, of and interest on the Bonds being refunded or apply such amounts to pay the costs of issuance of the Refunding
Bonds, or, if not so applied, such amounts shall be applied in the same manner as provided for excess amounts in the Debt
Service Reserve Fund; provided, however, that such withdrawal shall not be made unless (i) upon such refunding, the
Bonds being refunded shall be deemed to have been paid within the meaning and with the effect provided in the Resolution,
(if) the amount and value of Investment Obligations remaining in such Debt Service Reserve Account shall not be less than
the Debt Service Reserve Requirement for the Bonds issued for the related Project, and (iii) at the time of such withdrawal,
there shall exist no deficiency in the Debt Service Fund.

In lieu of cash or Investment Obligations, the Authority may satisfy the Debt Service Reserve Requirement in part
or in whole by maintaining a Reserve Fund Credit Facility from a provider whose long term obligations or claims paying
ability are rated, at the time of acceptance by the Authority, by each rating agency then rating outstanding Bonds, no lower
than the same rating category (taking into account refinements and gradations) as the Bonds are then rated by such rating
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agency. If a disbursement is made pursuant to a Reserve Fund Credit Facility, the Authority shall within 12 months either
(i) reinstate the maximum limits of such Reserve Fund Credit Facility or (ii) deposit into the Debt Service Reserve Fund
funds in the amount of the disbursement made under such Reserve Fund Credit Facility, or a combination of such
alternatives, so that the amount of moneys and value of Investment Obligations and/or Reserve Fund Credit Facility in each
Debt Service Reserve Account equals the Debt Service Reserve Requirement for the Bonds issued for the related Project. If
a Debt Service Reserve Account is funded with any combination of moneys, Investment Obligations and/or one or more
Reserve Fund Credit Facilities, then any withdrawal to satisfy a deficiency in the Debt Service Fund shall be made from
such (i) moneys or Investment Obligations and (ii) Reserve Fund Credit Facilities (and among such Reserve Fund Credit
Facilities) on a pro rata basis, except or unless otherwise required or permitted by the provider or providers of such Reserve
Fund Credit Facilities.

The Debt Service Reserve Fund Requirements with respect to the Bonds issued prior to the Higher Educational
Facilities Second Program Bonds, 2008 Series B, were satisfied by the deposit of Reserve Fund Credit Facilities to the Debt
Service Reserve Fund. As of September 13, 2017 (unaudited), there was on deposit in the Debt Service Reserve Fund cash
funded reserves in the aggregate amount at least equal to the Debt Service Reserve Fund requirement of $11,124,193 and
Reserve Fund Credit Facilities issued by Financial Security Assurance Inc., now Assured Guaranty Municipal Corp., in the
aggregate amount of $9,390,682.

Additional Bonds

Additional Bonds may be issued under the Resolution from time to time in Series, including refunding Outstanding
Bonds, but only upon, among other things:

1. Receipt by the Trustee and the Registrar of a Counsel's Opinion to the effect that (i) the Authority has the
right and power under the Act as amended to the date of such Opinion to adopt the Resolution (with such
approvals as may be required by the Act as so amended), the Resolution has been duly and lawfully
adopted by the Authority (and such approvals given), is in full force and effect and is valid and binding
upon the Authority; (ii) the Resolution creates the valid pledge which it purports to create of the Annual
Financing Charges, Legislative Appropriations, and all rights under the Agreements or otherwise to
receive the same, moneys and securities held or set aside under the Resolution, subject to the application
thereof to the purposes and on the conditions permitted by the Resolution; and (iii) the Bonds of such
Series are valid and binding obligations of the Authority as provided in the Resolution, entitled to the
benefits of the Resolution and of the Act as amended to the date of such Counsel's Opinion, and such
Bonds have been duly and validly authorized and issued in accordance with the law, including the Act as
amended to the date of such Counsel's Opinion, and in accordance with the Resolution.

2. Receipt by the Trustee and the Registrar of a certificate of the Authority stating that:

(a) the principal amount of the Bonds then to be issued, together with the principal amount of the Bonds
theretofore issued, will not exceed in aggregate principal amount any limitation thereon imposed by
law;

(b) the Authority is not in default in the performance of any other covenants, conditions, agreements or
provisions contained in the Resolution, including but not limited to that there is no deficiency in the
amounts required by the Resolution to be paid into the Debt Service Fund except, in the case of
Refunding Bonds, if, upon the application of the proceeds of such Bonds or upon the issuance and
delivery of such Bonds, all such defaults shall be cured;

(c) the amount on deposit in the Debt Service Reserve Fund, upon the issuance and delivery of any such
Series of Bonds, shall not be less than the Debt Service Reserve Requirement;

(d) the Financing Agreements obligate the Boards to pay, in the aggregate, Annual Financing Charges
with respect to Projects for which Bonds have been issued and the additional Bonds being issued
sufficient in amount, together with capitalized interest, to pay as the same shall become due the
principal, Sinking Fund Installments, if any, and Redemption Price, if applicable, of and interest on
the Bonds then Outstanding and the additional Bonds being issued; and

(e) the provisions of the Act authorizing the Boards to deduct from amounts appropriated by the General
Assembly of the State for the operation and maintenance of the Institution for which each Project is
undertaken and pay to the Authority such amount or amounts as may be required to make up any
deficiencies in the Fees and Charges and other moneys available for the purpose of paying Annual
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Financing Charges due the Authority have not been repealed or amended to the detriment of
Bondowners.

Additional Bonds are required to be authorized by Supplemental Resolution, which may delegate to authorized
officers the power to determine, supplement, modify or amend specified details of such Bonds by means of a Series
Certificate, which shall be filed with the Trustee and deemed for all purposes of the Resolution to have been adopted by the
Authority and to be a part of the Supplemental Resolution to which it relates.

Additional Bonds may take the form of and have features incident to, among other things, Capital Appreciation
Bonds, Variable Interest Rate Bonds, or Put Bonds, and in connection with the issuance of any Bonds the Authority may
enter into Credit Facilities and Qualified Swaps. For a description of certain related provisions that may be included in
Supplemental Resolutions, see Appendix E - “SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION - Certain
Provisions Relating to Credit Facilities, Qualified Swaps and Other Arrangements.”

Qualified Swaps

In connection with the issuance of a Series of Bonds or at any time thereafter so long as a Series of Bonds remains
Outstanding, the Authority may, to the extent from time to time permitted pursuant to law, enter into Qualified Swaps
relating to such Bonds. The Authority's obligation to make any payment under any Qualified Swap may be secured by a
pledge of, and a lien on, the items pledged in the Resolution for the security of the Bonds on a parity with the lien created
by the Resolution or be payable from or secured by amounts on deposit in the Debt Service Fund or Debt Service Reserve
Fund, or shall constitute Subordinated Obligations payable from the General Fund, as determined by the Authority;
provided, however, that any optional or mandatory termination payments shall constitute Subordinated Obligations. If a
Qualified Swap is payable from and/or secured by the Debt Service Fund and Debt Service Reserve Fund, the Authority
may provide by Supplemental Resolution for a recalculation of the Debt Service Reserve Requirement for any Bonds to
take into account the Authority's debt service payment obligations on such Bonds as affected by such Qualified Swap. The
Authority has not entered into any Qualified Swaps and has no current plans to do so.

Subordinated Obligations; Revolving Credit Loans

Revolving Credit Loans under the Revolving Credit Agreement constitute Subordinated Obligations under the
Resolution. The Revolving Credit Agreement replaces the Authority’s Commercial Paper program, which has been
terminated.

The Revolving Credit Agreement permits loans thereunder (the “Revolving Credit Loans”) from time to time (and
prepayments and reborrowings) in an aggregate principal amount outstanding at any time not to exceed $300,000,000 to
fund Project Costs and certain other limited purposes. Generally, the Revolving Credit Agreement is intended to provide
interim financing in anticipation of the issuance of Bonds, although in some cases the Authority may retire loans from other
available sources. The commitment of the Banks under the Revolving Credit Agreement to fund Revolving Credit Loans
expires March 20, 2020, unless that period is extended pursuant to the terms of the Revolving Credit Agreement (the
“Commitment Expiration Date”). Revolving Credit Loans outstanding on the Commitment Expiration Date may be
converted to term loans amortizing, in approximately equal principal installments, over a period ending with the earliest to
occur of (i) the third anniversary of the conversion, (ii) the date other debt is issued to repay the term loans, and (iii) with
respect to any loan that has been converted to a term loan, the eighth anniversary of the original loan. Revolving Credit
Loans prior to conversion to term loans bear interest at 70% of one-month LIBOR, plus a ratings-based spread, for tax-
exempt loans, and at one-month LIBOR plus a ratings-based spread for taxable loans. Term loans initially bear interest at a
rate equal to the greatest of (i) the Administrative Agent’s prime rate plus 1%, (ii) the Federal Funds Rate plus 2% or (iii)
7%, for the first 180 days outstanding, and thereafter at such rate plus 1% (the “Base Rate”). If the Authority’s long-term
unenhanced Bond rating is reduced below the A-level, or in the event of an event of default, interest is payable at the Base
Rate plus 3%. Interest on the loans is payable monthly. The banks under the Revolving Credit Agreement have several
available remedies upon an event of default, including acceleration of loans.

On September 13, 2017, the Authority had $188,152,066 (unaudited) aggregate principal amount of the Revolving
Credit Loans outstanding, which includes $9,767,500 not yet allocated to Institutions. Within approximately one week after
the issuance of the Offered Bonds, $128,306,796 will be prepaid by the Offered Bonds.

Certain State Law Bondowner Remedies

The State has waived the Authority’s immunity from suit and extended its consent to be sued for actions on the
Bonds, but has not done so for other contractual obligations of either the Authority or the Boards, including the Financing
Agreements. Current State law provides that monetary claims against the State (including, for this purpose, the Authority
and the Boards) for breach of its contractual obligations and certain other causes where sovereign immunity has been
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waived may be heard and determined exclusively in the forum of the Tennessee Claims Commission, an administrative
tribunal, where the Authority or the Boards may be liable only for actual damages and certain costs.

Under the State Constitution, public moneys may be expended only pursuant to an appropriation made by law.
Sovereign immunity or other legal principles may bar actions to compel the General Assembly to appropriate moneys or to
compel the payment of appropriated moneys.

For a description of remedies available to Bondowners under the Resolution, see Appendix E — “SUMMARY OF
CERTAIN PROVISIONS OF THE RESOLUTION — Remedies.”

Termination of Existence

The Governmental Entity Review Law provides for the termination of various governmental entities on specified
dates, which in the case of the Authority is June 30, 2022, and in the case of the Board of Regents and the Board of
Trustees, is June 30, 2018. The law also provides that if the General Assembly does not extend the termination date of an
entity, the existence of the entity will continue for an additional year without any diminution, reduction or limitation of its
powers. However, the State is required to preserve the rights of the holders of any outstanding indebtedness of the entity at
the time of termination and the obligations and rights of such entity shall accrue to the State.

2013 Amendments to the Act, the Resolution and the Financing Agreements

Legislation was enacted by the General Assembly of the State at its 2013 session and signed into law by the
Governor (Chapter 174, Public Laws of 2013) to amend the definition of “Institution” in the Act from “the University of
Tennessee, including all of its branches and divisions wherever located, and each constituent institution of the state
university and community college system described in 8 49-8-101(a). Each constituent institution of the state university and
community college system, whether or not it confers degrees, shall be deemed an institution of higher education for
purposes of this part;” to “(i) the University of Tennessee system, including all of its branches and divisions wherever
located, and the services, programs and activities provided therein, and the board of trustees of the University of Tennessee,
in the aggregate, and (ii) the state university and community college system, including all of its constituent institutions,
wherever located (whether or not conferring degrees), and the services, programs and activities provided therein, and the
Board of Regents of the state university and community college system, in the aggregate.” This has the effect of the State
University and Community College System being treated for purposes of the Act as a collective entity in the same way the
University of Tennessee system previously was, and will continue to be, treated.

The definitions of “Institution” contained in the Resolution and in the Financing Agreement and other provisions of
the Financing Agreement with the Board of Regents relating to that definition were amended accordingly, as permitted
thereby, on May 9, 2013. See Appendix D — “SUMMARY OF CERTAIN PROVISIONS OF THE FINANCING
AGREEMENTS — Amendment”; Appendix E — “SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION -
Supplemental Resolution; Amendments” (clause (8) of the first paragraph); and “ADDITIONAL INFORMATION;
CONTINUING DISCLOSURE.”

The amendments described above apply to all of the Authority’s currently outstanding Higher Educational
Facilities Second Program Bonds as well as those to be issued (including the Offered Bonds). One principal effect of the
amendments is to allow the Board of Regents to satisfy its obligation to pay Annual Financing Charges to the Authority
with respect to all Projects from the Fees and Charges imposed by all of its constituent institutions, in the aggregate, instead
of on an institution-by-institution basis as was previously the case. Another is that the deductions and payments to the
Authority from Legislative Appropriations for non-payment by the Board of Regents of Annual Financing Charges or
Administrative Fees with respect to a Project could be made from appropriations made by the General Assembly of the
State for the operation and maintenance of all of the constituent institutions of the State University and Community College
System, as was previously, and will continue to be, the case with respect to the University of Tennessee system, and not just
from the appropriations for the operation and maintenance of the particular constituent institution for which such Project
was undertaken or used. Similarly, amounts appropriated for certain other services, programs and activities of both the
Board of Regents and the Board of Trustees, and for the two Boards themselves, may be deducted and paid to the Authority
in the event of non-payment under the respective Financing Agreements. See “SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS - Legislative Appropriations.” The amendments to the Financing Agreements also are
expected to affect the eligibility of Projects for financing by the Authority as described in Appendix D — “SUMMARY OF
CERTAIN PROVISIONS OF THE FINANCING AGREEMENTS — Approval of Projects and Project Costs.”

Included in “Coverage of Annual Financing Charges and Administrative Fees for the Long-Term Debt Secured By
Financing Agreements — College and University Funds — For the Last Ten Years” in Appendix B is a calculation of
coverage consistent with the amendments described above.
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THE AUTHORITY

The Authority, created in 1965 under the Act, is a corporate governmental agency and instrumentality of the State
of Tennessee. In addition to its authority to issue bonds and notes to finance Projects, the Authority in 1980 was empowered
by the General Assembly of the State of Tennessee to issue bonds or notes to provide funds for the making of student loans
by the Tennessee Student Assistance Corporation. The principal amounts of such bonds or notes issued may not exceed
$5,000,000 and must be secured separate and apart from any bonds or notes of the Authority issued to provide funds to
finance Projects. As of the date of this Official Statement, no bonds or notes have been issued for the making of student
loans.

In 1999, the General Assembly empowered the Authority to issue Qualified Zone Academy Bonds (“QZABs”).
QZABs are issued under the provisions of the Authority’s Qualified Zone Academy Bonds First Program Resolution, are
not supported by either the First Program or Second Program Financing Agreements, and are not secured by either the First
Program or Second Program General Bond Resolution. QZABs are part of a Federal government program in which,
generally, a Federal income tax credit is given to investors in lieu of the payment of interest on the bonds.

Under the QZAB program, loans with local governments are direct general obligations of the local government for
the payment of which as to principal, the full faith and credit of the local government are pledged. As additional security
for the loans, there is also pledged the borrower’s unobligated portions of State taxes that are by statute to be shared with
the local governments (“Unobligated State-Shared Taxes”). Each borrower’s annual loan repayments are deposited into
sinking fund accounts invested with the State Treasurer and, together with interest thereon, are held to be applied to the
payment of principal of the QZABs at maturity or upon redemption. As of September 13, 2017, the total par amount of
QZABs outstanding was $32,590,000 (unaudited), and the book value of pledged sinking fund accounts totaled $25,014,347
(unaudited).

The Authority is also authorized to issue qualified school construction bonds (“QSCBs”), as defined in Section 54F
of the Internal Revenue Code of 1986, as amended (the “Code”). QSCBs are issued under the provisions of the Authority’s
Qualified School Construction Bonds General Bond Resolution, which was adopted by the Authority on November 5, 2009,
as supplemented (the “QSCB Resolution™), are not supported by either the First Program or Second Program Financing
Agreements, and are not secured by either the First Program or Second Program General Bond Resolution. The proceeds of
QSCBs are lent to cities, counties and metropolitan governments in the State for construction, renovation and equipment of
public school facilities. Under the QSCB program, each borrower executes a loan agreement pursuant to which it agrees to
pay the principal of and interest on its loan and pledges to such payments its full faith and credit and unlimited taxing
power and its Unobligated State-Shared Taxes in the event of non-payment by such borrower. For certain of the QSCBs, a
Federal income tax credit is given to bondholders in lieu of the payment of interest on bonds, and in certain other QSCBs an
election is made by the Authority to receive direct interest subsidy payments from the United States Treasury, which, if not
needed to cure defaults under loan agreements with the borrowers, are transferred to them. As of September 13, 2017, the
total par amount of QSCBs outstanding was $389,440,000 (unaudited), and the book value of pledged sinking fund
accounts totaled $159,019,700 (unaudited).

The Authority is also required to approve any borrowings consummated by the Board of Trustees, by the Board of
Regents or by any of the Institutions, whether such borrowings are made through the Authority or independently.

Membership of the Authority

The powers of the Authority, as defined in the Act, are vested in and exercised by its members who consist of the
Governor, the Comptroller of the Treasury, the Secretary of State, the State Treasurer, the Commissioner of Finance and
Administration, the Chancellor of the Board of Regents and the President of The University of Tennessee. The Governor
serves as Chairman of the Authority, and the Comptroller of the Treasury serves as the Secretary.

The Comptroller of the Treasury, the Secretary of State and the State Treasurer are the Constitutional Officers of
the State and are elected from time to time by the General Assembly. The Commissioner of Finance and Administration
serves at the pleasure of the Governor. The Chancellor of the Board of Regents and the President of The University of
Tennessee serve at the pleasure of their respective Boards.
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Outstanding Indebtedness of the Authority

As of September 13, 2017 (unaudited), the Authority will have issued, and there will be outstanding under the
Resolution, Bonds (including the Offered Bonds but excluding the Refunded Bonds) as follows:

Principal

Outstanding

Higher Educational Facilities Second Program Bonds (Unaudited)
2007 Refunding Series C $ 3,935,000
2008 Series B 7,315,000
2009 Series A 7,075,000
2012 Series A 141,880,000
2012 Series B (Federally Taxable) 86,765,000
2012 Refunding Series C 86,295,000
2013 Series A 122,020,000
2014 Series A (Federally Taxable) 111,130,000
2014 Series B 208,940,000
2015 Series A (Federally Taxable) 73,440,000
2015 Series B 384,550,000
2017 Series A 247,570,000
2017 Refunding Series B 139,740,000
2017 Refunding Series C (Federally Taxable) 15,150,000
Total Outstanding Second Program Bonds $ 1,635,805,000

There also are outstanding Revolving Credit Loans as described under “SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS - Subordinated Obligations; Revolving Credit Loans.”

The Authority continually monitors its debt structure and capital requirements, and depending on such
requirements, financial market conditions and other factors, may issue additional bonds or notes and may refund (whether
or not for savings) any of its outstanding bonds and notes. For additional financial information concerning the Authority,
see Appendix A hereto.

TENNESSEE PUBLIC HIGHER EDUCATION

General

Public higher education in Tennessee is coordinated by the Tennessee Higher Education Commission (the
“Commission”) and consists of eight boards: The University of Tennessee system governed by the Board of Trustees and
the State University and Community College system comprised of six state universities — Austin Peay State University, East
Tennessee State University, Middle Tennessee State University, Tennessee State University, Tennessee Technological
University, and University of Memphis (the “State Universities”) — governed by individual State University boards (subject
to certain financial controls by the Board of Regents as described below) and 40 community colleges and state colleges of
applied technology (the “Community College System”) governed by the Board of Regents.

The Commission consists of the three Constitutional Officers (Comptroller of the Treasury, Secretary of State,
State Treasurer), six lay members with six year terms appointed by the Governor, one lay member with a six year term
appointed by the Speaker of Tennessee House of Representatives, one lay member with a six year term appointed by the
Speaker of Tennessee Senate, one lay member with a six year term appointed jointly by the Speaker of Tennessee House of
Representatives and the Speaker of Tennessee Senate, and two student members appointed by the Govenor for two year
terms (one from The University of Tennessee system and one not from The University of Tennessee system; one voting
each year). It develops a statewide Master Plan used in making policy recommendations concerning such matters as the
need for existing degree programs, the development of new degree programs, and the review of tuition and fees. The
Commission is charged with conducting annual reviews and licensing non-accredited, degree-offering postsecondary
educational institutions; has the responsibility for studying the use of public funds appropriated for higher education; and
recommends the appropriation of state funds for public higher education institutions.

The Boards have entered into Second Program Financing Agreements, by which the Authority provides funding for
Projects. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS.”
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The University of Tennessee was founded in 1794 as Blount College. The University was designated in 1869 as
the Federal land-grant institution in Tennessee. The Board of Trustees is the governing body of The University of
Tennessee. The University has four main campuses (Knoxville, Martin, Chattanooga, and Health Science Center), with 33
colleges, schools, and divisions, and together with the Board of Trustees constitute a single “Institution” under the Act and
the Board of Trustees’ Second Program Financing Agreement.

The Board of Regents was created by the General Assembly in 1972. The Board of Regents governs the
Community College System, which currently includes 13 community colleges and 27 colleges of applied technology
(“CATs”). Institutions governed by the Board of Regents are: Chattanooga State Community College, Cleveland State
Community College, Columbia State Community College, Dyersburg State Community College, Jackson State Community
College, Motlow State Community College, Nashville State Community College, Northeast State Community College,
Pellissippi State Community College, Roane State Community College, Southwest Tennessee Community College,
Volunteer State Community College, and Walters State Community College, as well as the CATs located throughout the
State.

Prior to the FOCUS Act, 2016 Public Chapter 869, each of the State Universities were governed solely by the
Board of Regents. Pursuant to the FOCUS Act, the State Universities are now governed by their own individual State
University boards subject to certain powers and duties of the Commission. In addition, the Board of Regents has authority
over and must give final approval to the State Universities’ operating budget. Funds appropriated for the State Universities
are first distributed to the Board of Regents, which then distributes the funds to the State Universities, minus any
deductions required by the Second Program Financing Agreements. In addition, the Board of Regents retains all powers and
duties with respect to the State Universities (as well as the Community College System), including any projects, which are
necessary for the Board of Regents to fulfill its covenants, representations, agreements and obligations under the Second
Program Financing Agreements. The Board of Regents retains sole governance of the Community College System. The
State University and Community College System and the Board of Regents constitute a single “Institution” under the Act
and the Board of Regents’ Second Program Financing Agreement. Pursuant to Tennessee Code Annotated Title 49, Chapter
8, Section 203, none of the State Universities are authorized to borrow any monies, whether by bonds or notes, without
approval of the Authority.

For statements of outstanding debt by Institution, debt service coverage, fees and charges, appropriations and debt
service by Institution, and certain other statistical information, see Appendix B hereto.

Capital Projects

Capital projects that have been approved by the Authority (see “REVIEW AND APPROVAL PROCESS FOR
FINANCING OF PROJECTS BY AUTHORITY” below) generally are funded initially by Revolving Credit Loans until
they are at least approximately 75% complete, after which they are refinanced with Bonds, and occasionally are financed
directly with Bonds. As of September 13, 2017, the Authority had approved projects for the University of Tennessee
system with a total cost of $488,317,891, of which $106,277,966 had been funded with Revolving Credit Loans, and for the
Tennessee Board of Regents system with a total cost of $357,766,321, of which $72,106,600 had been funded with
Revolving Credit Loans. The Governor’s budget for fiscal year 2017-2018 includes capital projects, as amended by the
Appropriations Bill (Public Chapter 453), to be funded by the Authority in the amount of $231,049,000, of which
$109,209,000 is for the University of Tennessee system and $121,840,000 is for the Tennessee Board of Regents system.

Tennessee Promise

The Tennessee Promise is both a scholarship and mentoring program that is available beginning with the high-
school graduating Class of 2015. The Tennessee Promise will provide two years of tuition-free education at a community
college or technical school in Tennessee as a last-dollar scholarship. The last-dollar scholarship is an approach at the core
of the Tennessee Promise that provides funding to cover tuition and mandatory fees not covered by the Pell grant, the
HOPE scholarship, or Tennessee Student Assistance Awards. Students may use the scholarship at any of the State’s 13
community colleges, 27 CATSs, or other eligible institution offering an associate’s degree program; it is not expected to be
available for any University of Tennessee System or 4-year Tennessee Board of Regents institution. A critical component
of Tennessee Promise is the individual guidance each participant will receive from a mentor who will assist the student as
he or she navigates the college admissions process, regardless of the educational institution at which the student ultimately
enrolls. Tennessee Promise participants must complete eight hours of community service before the start of each semester
in which they receive the scholarship, maintain satisfactory academic progress (2.0 GPA), and file the Free Application for
Federal Student Aid (“FAFSA™).
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The Tennessee Promise is funded from interest earnings from the endowment’s corpus, which was established with
approximately $312 million from the Tennessee Education Lottery reserve and approximately $47 million from Tennessee
Student Assistance Corporation’s operating fund and from annual net lottery proceeds (lottery revenues less lottery
expenditures) all of which are deposited into a special reserve. Any amount from the special reserve, including interest
earnings, can be used to fund the promise scholarships. In part because of the program’s last-dollar nature and lottery
source of funding, Tennessee Promise is not expected to result in a material financial burden to the State University and
Community College System or to adversely affect the Board of Regents financing of its capital project program through the
Authority.

Tennessee Reconnect

Like the Tennessee Promise, Tennessee Reconnect is a last-dollar scholarship program that will be available
beginning with the 2018-2019 academic year. Tennessee Reconnect will provide tuition-free education towards a
certificate or associate degree at a community college or other eligible institution in Tennessee. Tennessee Reconnect will
also provide individual guidance for each participant through a college success program, which is designed to assist the
student as he or she navigates the college admissions process, regardless of the educational institution at which the student
ultimately enrolls. Participation in Tennessee Reconnect will be limited to students who, among other things, have been
Tennessee residents for at least one year, are classified as independent students pursuant to FAFSA guidelines and who
have not previously earned an associate degree or baccalaureate degree.

Tennessee Reconnect is funded from lottery proceeds and is estimated to cost $9,000,000 in fiscal year 2018-2019.
The program is not expected to result in a material financial burden to the State University and Community College System
or to adversely affect the Board of Regents financing of its capital project program through the Authority.

Outcomes-Based Funding

Legislative appropriations for higher education are based on an outcomes-based funding formula model that
rewards institutions for the production of outcomes that further the educational attainment and productivity goals of the
State’s Master Plan for the future development of public higher education that has been approved by the Commission. This
model was effective beginning with fiscal year 2010-2011 and was phased in over a three year period.

The outcomes were chosen to represent broad activities across institutions and are grouped into the categories of
student progression, degree production, efficiency, and other important institutional functions. The outcomes are weighted
according to institutional mission, reflecting an institution’s basic Carnegie Classification (a major national framework for
describing how institutions are alike and different) as a core differentiation.

Outcomes Included in the University Formula

Students Accumulating 24hrs Bachelor and Associate Degrees

Students Accumulating 48hrs Masters and Ed Specialist Degrees

Students Accumulating 72hrs Doctoral and Law Degrees

Research and Service Expenditures Degrees per 100 Full-Time Equivalent (“FTE”)
Transfers Out with at Least 12 Credit Hours Six-Year Graduation Rate

Outcomes Included in Community College Formula

Students Accumulating 12 hrs Dual Enrollment Students Job Placements

Students Accumulating 24 hrs Associates Granted Transfers out with 12 Credits
Students Accumulating 36 hrs Certificates Granted Remedial and Developmental
Work Force Training Awards per 100 FTE Success

The outcomes-based model does not include student enrollment data. It instead utilizes a three-year average of
outcome data. The outcome data is then weighted to reflect both the priority of that outcome at a particular institution and
an institution’s Carnegie Classification. Institutions are also rewarded with a premium for the student progression and
undergraduate degree production data attributable to low-income and/or adult students. Student progression measures the
accumulation of credit hours, thereby incorporating course completions.

The outcomes-based model provides more stability by spreading the financial incentives across more variables.
Additionally, the institutional specific weights allow the State to be clear in its expectations, while not prescribing to
institutions how to achieve higher levels of outcomes. Unlike performance funding, the outcomes based formula does not
have annual targets or benchmarks. Therefore, institutions are not penalized for failure to achieve a predetermined annual
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goal. Furthermore, the links to the Master Plan are strengthened by utilizing the formula as a policy tool to encourage
increased productivity.

Employee Retirement Benefits
Tennessee Consolidated Retirement System - General

Employees of the University of Tennessee and the Board of Regents are authorized to participate in the Tennessee
Consolidated Retirement System (“TCRS”), a defined benefit pension plan, pursuant to Tennessee Code Annotated Title 8,
Chapter 35 except that employees exempt from the Federal Fair Labor Standards Act may waive membership in TCRS and
elect to participate in the Optional Retirement System, a defined contribution plan. The general administration and
responsibility for the proper operation of TCRS are vested in a twenty member Board of Trustees. The Treasury
Department, a constitutional office in the legislative branch of state government, is responsible for the administration of
TCRS, including the investment of assets in the plan, in accordance with state statute and in accordance with the policies,
rules, and regulations established by the Board of Trustees.

The TCRS covers three large groups of public employees; state employees and higher education employees, K-12
teachers, and employees of certain local governments. As of June 30, 2016, there were 58,683 active members in TCRS in
the state and higher education employee group. This total includes 17,405 employees of the University of Tennessee and
the Board of Regents who are members of TCRS.

The State of Tennessee is ultimately responsible for the financial obligation of the benefits provided by TCRS to
state employees and higher education employees to the extent such obligations are not covered by employee contributions
and investment earnings. The obligation is funded by employer contributions as determined by an actuarial valuation.
Employees hired on or before June 30, 2014 in the state and higher education group are noncontributory. New employees
hired on or after July 1, 2014 contribute 5% of salary.

By statute, an actuarial valuation of TCRS is to be conducted at least once in each two year period. The purpose of
the actuarial valuation is to determine the financial position of the plan pursuant Governmental Accounting Standards
Board Statement No. 68 (“GASB 68”) and to determine the actuarially determined contributions (“ADC”). Effective June
30, 2015, the Board of Trustees adopted a funding policy whereby an actuarial valuation will be conducted annually to
determine the actuarially determined contribution rate for participating employers and to determine the information required
by GASB 68 to be presented in financial statements. The actuarial valuation for June 30, 2015 and forward includes both
the determination of employer contribution rates and accounting information.

The actuarially determined contribution rate includes funding for the normal cost, the accrued liability cost, and the
TCRS administrative cost.

Tennessee Consolidated Retirement System - Actuarial Valuation GASB 68 Financial Status

At June 30, 2015, the date of the latest actuarial valuation, the net pension liability in the closed plan for the state
and higher education employee group was $1.289 million, resulting in a funded ratio of 91.3%. For the same period, the net
pension asset in the open plan for the state and higher education employee group was $2.8 million, resulting in a funded
ratio of 142.5%. A measurement date of the previous fiscal year end is used for GASB 68 purposes.

Pension Plan for Employees Hired on or before June 30, 2014 (Closed Plan)

Employees enrolled in the pension plan on or before June 30, 2014 are non-contributory. Eligibility to retire is age
60 or 30 years of service credit. Certain death and disability benefits are available. A member becomes vested after
accruing 5 years of service credit. Retirees are eligible for automatic cost of living increases each July based on changes in
the customer price index (“CPI1”) but capped at 3%.

Higher education institutions are required to contribute at an actuarially determined contribution rate. The
employer contribution rates are developed with each actuarial valuation and are delayed by one year for budget purposes.
The July 1, 2013 actuarial valuation provided the employer contribution rates for the period July 1, 2014 through June 30,
2016. The June 30, 2015 actuarial valuation provides the employer contribution rates for the period July 1, 2016 through
June 30, 2017. For the employees of Tennessee’s higher education institutions, the employer contribution rate for fiscal
year 2016, stated as a percentage of salary was 15.03%. For fiscal year 2017 the employer rate is 15.02%. Previously,
actuarial valuations were performed every two years. Beginning June 30, 2015, the actuarial valuation will be performed
annually for both accounting purposes and funding purposes. The employer contribution requirements of the higher
education institutions are established and may be amended by the TCRS Board of Trustees.
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Employer contributions on behalf of employees hired on or before June 30, 2014 by institutions of higher
education to TCRS for years ending June 30, 2016, 2015, 2014, 2013, and 2012 were as follows:

Fiscal Year Employer H.E. Employer
Ended Contribution uT TBR Total Contributions
30-Jun Rate Contributions Contributions to TCRS
2016 15.03% $ 48,175,020 $ 62,586,402 $ 110,761,422
2015 15.03% $ 50,747,254 % 64,326,832 % 115,074,086
2014 15.03% $ 49,860,508 $ 64,192,031 $ 114,052,539
2013 15.03% $ 47508,783 % 63,856,871 $ 111,365,654
2012 14.91% $ 44815331 $ 61,672611 $ 106,487,942

For each year above, contributions made by the University of Tennessee and the Tennessee Board of Regents
institutions equal the ADC.

New Retirement Plan for Employees Hired on or after July 1, 2014

As authorized by Public Chapter 259, Acts of 2013, employees first hired on or after July 1, 2014, will participate
in a hybrid pension plan consisting of a defined benefit plan and a defined contribution plan. Employees will contribute at
5% of salary to the defined benefit plan. Employees will contribute 2% of salary to the defined contribution plan unless the
employee opts out of making such contribution. The total employer cost for the two plans will be limited to 9% of salary
with 4% targeted to the defined benefit plan and 5% to the defined contribution plan.

The benefit accrual formula under the defined benefit plan is 1%. Eligibility to retire is age 65 or the rule of 90
(where age and service equals 90). Certain death and disability benefits are available. A member becomes vested after
accruing 5 years of service credit. Retirees are eligible for automatic cost of living increases each July based on changes in
the CPI but capped at 3%.

There is a stabilization reserve created for any employer contributions that exceed the actuarial ly determined
contribution rate that will be utilized to control cost and unfunded liabilities.

The defined benefit component of the hybrid plan has automatic cost controls and automatic controls over
unfunded accrued liability. The automatic controls are based on the results of the actuarial valuation. Control features
include utilizing funds in the stabilization reserve (if any), limiting retiree cost of living adjustments, shifting future
employer contributions from the defined contribution plan to the defined benefit plan, requiring additional employee
contributions, and adjusting benefit accruals. The control features only apply to the new hybrid plan and do not apply to the
closed pension plan.

The TCRS employer contributions for the pension plan for employees hired on or after July 1, 2014 is set out

below.
Fiscal Year Ended Employer uT TBR H.E. Employer Total
June 30 Contribution Contributions Contributions Contributions to
Rate TCRS
2016 3.87% $1,419,842 $2,045,374 $3,465,216
2015 3.87% $494,362 $702,234 $1,196,596

Other Post-Employment Benefits

GASB Statements (nos. 74 and 45) provide accounting and financial reporting requirements for retiree healthcare
plans and employer participants, commonly known as Other Post-Employment Benefits (“OPEB”). The latest actuarial
valuation is as of July 1, 2015, and includes OPEB costs attributable to the State and, separately, for certain of its
component units (including the Boards) that are required to participate in the State retirement and benefit plans. The study,
which used a projected unit credit actuarial cost method, indicates that as of July 1, 2015, the total unfunded actuarial
liability of the University of Tennessee was approximately $189,286,000, and the annual required contribution is
approximately $20,551,000, while the unfunded actuarial liability of the Tennessee Board of Regents is approximately
$177,913,000, and the annual required contribution is approximately $21,858,000. The annual required contribution
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consists of the normal cost (the portion of the actuarial present value of OPEB benefits which is allocated to a valuation
year by the actuarial cost method) and an amortization of the unfunded actuarial liability. The report may be viewed at
http://www.tn.gov/finance/article/fa-accfin-opeb. The State did not pre-fund any actuarially determined OPEB liability,
and continued to use pay-as-you-go funding of actual costs of OPEB liabilities through fiscal year 2017. The State will
charge the Boards for these actual costs allocable to the Boards’ employees, but not for any actuarially determined OPEB
liability. The State has the flexibility to adjust the various plan options on an annual basis, and will continue to analyze the
cost of the choices available to employees and retirees and the cost of the choices on the employees, retirees and the State’s
cash flow to manage these expenditures going forward.

During the 2015 Legislative Session, the General Assembly enacted Public Chapter 426, which, among other
things, established an investment trust or trusts (the “Trust”) for the purpose of pre-funding other post-employment benefits
accrued by employees of the State, to be paid as they come due in accordance with arrangements between the State, the plan
members and their beneficiaries. The General Assembly appropriated $153,200,000 for fiscal year 2017-2018 for initial
funding of the Trust. It is expected that the Trust will become effective on January 1, 2019.

REVIEW AND APPROVAL PROCESS FOR FINANCING OF PROJECTS BY AUTHORITY

For the purpose of carrying out the programs authorized by the Act and to permit the Authority to undertake the
financing of Projects, the Authority’s existing policy generally requires the review and approval of a project by different
bodies of State government prior to the Authority’s approval of a project undertaken for either the Board of Trustees or the
Board of Regents.

The review and approval process is undertaken in the following sequence:

(1) A Project request is initiated by an Institution. Such Project is expected to relate to that Institution’s five-year
capital construction plan, if applicable.

(2) The Project is reviewed by the Board of Trustees or the Board of Regents, as the case may be, and, if
approved, is forwarded to the Tennessee Higher Education Commission and to the Authority.

(3) The Tennessee Higher Education Commission undertakes a review of the Project to determine its educational
need and compatibility with the Institution’s master plan. The Commission then forwards its comments and
recommendations to the Commissioner of Finance and Administration and the State Building Commission. At the same
time, the Authority staff undertakes a review of the Project’s financial feasibility to determine if sufficient revenue has b een
pledged to cover the debt service for that project. The staff then forwards its comments and recommendations to the State
Building Commission.

(4) The Project is then presented to the State Building Commission for approval of funding. The State Building
Commission is an agency of the State of Tennessee whose permanent members consist of the Governor, Lieutenant
Governor, Speaker of the House of Representatives, Comptroller of the Treasury, Secretary of State, State Treasurer and
Commissioner of Finance and Administration. The State Architect serves as its Chief Staff Officer.

(5) Upon approval by the State Building Commission, the Project is forwarded to the Authority which considers
the Project for inclusion under the Second Program Financing Agreement with the Board of Trustees or the Board of
Regents, as the case may be.

(6) Upon approval for funding by the Authority, the Project proceeds immediately to detailed architectural design.
When planning and specifications are complete, they are then forwarded to the State Architect’s office for review and
submission to the State Building Commission for approval.

Institutions may bring financings for the purchase of large equipment and computer software directly to the
Authority. Depending on the average life of the item financed it may be amortized under the Revolving Credit Agreement
or through long-term or short-term fixed rate debt.

RATINGS

Moody’s Investors Service Inc. (“Moody’s”) has assigned the Offered Bonds an enhanced rating of “Aal”, with a
stable outlook, based in part on its assignment to the Authority’s Legislative Appropriations intercept program (see
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS — Legislative Appropriations”) of a programmatic rating
of “Aal”, with a stable outlook. S&P Global Ratings, a subsidiary of S&P Global Inc. (“S&P”), has assigned the Offered
Bonds a rating of “AA+”, with a stable outlook. Fitch Ratings (“Fitch”) has assigned the Offered Bonds a rating of “AA+”,
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with a stable outlook. A rating is not a recommendation to buy, sell or hold the Offered Bonds and there is no assurance
that any rating will be maintained for any given period of time or that it will not be revised downward or withdrawn entirely
by the rating agency if, in its judgment, circumstances so warrant. Any such revision or withdrawal may have an adverse
effect on the market price of the Offered Bonds.

Such ratings reflect only the views of such organizations and any desired explanation of the significance of such
ratings should be obtained from the rating agency furnishing the same, at the following addresses: Moody’s Investors
Service, Inc., 7 World Trade Center, 250 Greenwich Street, New York, New York 10007; S&P Global Ratings, 55 Water
Street, New York, New York 10004; and Fitch Ratings, One State Street Plaza, New York, New York, 10004. Generally, a
rating agency bases its rating on the information and materials furnished to it and on investigations, studies and
assumptions of its own. Such ratings are not a recommendation to buy, sell or hold the Offered Bonds and may be subject
to revision or withdrawal at anytime.

LITIGATION

There is no controversy or litigation of any nature now pending or threatened against the Authority to restrain or
enjoin the issuance, sale, execution or delivery of the Offered Bonds or the financing of the Projects or the application of
the proceeds of the Offered Bonds, or in any way contesting or affecting the validity of the Offered Bonds or any
proceedings of the Authority taken with respect to the issuance or sale thereof, the Financing Agreements, or the pledge or
application of any monies or security provided for the payment of the Offered Bonds or the existence powers of the
Authority, the Board of Regents or the Board of Trustees. The Board of Regents and the Board of Trustees are engaged in
litigation of various natures. However, there is no litigation pending or threatened to restrain or enjoin the financing of the
Projects or contesting or affecting the validity of any proceedings of the Board of Regents or the Board of Trustees take n
with respect to the Financing Agreements, or the pledge or application of any monies or security provided for the payment
of the Annual Financing Charges.

TAX MATTERS

Federal Tax Matters — 2017A and 2017B Bonds
General

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Authority, under existing statutes and
court decisions and assuming continuing compliance with certain tax covenants described herein, interest on the 2017A
Bonds and 2017B Bonds (referred to in this section as “Federally Tax-Exempt Offered Bonds”) (i) is excluded from gross
income for Federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the
“Code”), and (ii) is not treated as a preference item in calculating the alternative minimum tax imposed on individuals and
corporations under the Code; such interest, however, is included in the adjusted current earnings of certain corporations for
purposes of calculating the alternative minimum tax imposed on such corporations. In rendering its opinion, Bond Counsel
has relied on certain representations, certifications of fact, and statements of reasonable expectations made by the
Authority, the Boards and others in connection with the Federally Tax-Exempt Offered Bonds, and Bond Counsel has
assumed compliance by the Authority and the Boards with certain ongoing covenants to comply with applicable
requirements of the Code to assure the exclusion of interest on the Federally Tax-Exempt Offered Bonds from gross income
under Section 103 of the Code.

Bond Counsel expresses no opinion regarding any other Federal tax consequences with respect to the Federally
Tax-Exempt Offered Bonds. Bond Counsel renders its opinion under existing statutes and court decisions as of the issue
date, and assumes no obligation to update, revise or supplement its opinion to reflect any action, hereafter taken or not
taken, or any facts or circumstances that may hereafter come to its attention, or change in law or in interpretations thereof
that may hereafter occur, or for any other reason. Bond Counsel expresses no opinion as on the effect of any action
hereafter taken or not taken, in reliance upon an opinion of other counsel, on the exclusion from gross income for Federal
income tax purposes of interest on the Federally Tax-Exempt Offered Bonds.

For the proposed form of opinion of Bond Counsel relating to Federal tax matters, see Appendix H.
Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirements that must be met subsequent to the issuance and delivery of the
Federally Tax-Exempt Offered Bonds in order that interest on the Federally Tax-Exempt Offered Bonds be and remain
excluded from gross income under Section 103 of the Code. These requirements include, but are not limited to,
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requirements relating to use and expenditure of gross proceeds of the Federally Tax-Exempt Offered Bonds, yield and other
restrictions on investments of gross proceeds, and the arbitrage rebate requirement that certain excess earnings on gross
proceeds be rebated to the Federal government. Noncompliance with such requirements may cause interest on the Federally
Tax-Exempt Offered Bonds to become included in gross income for Federal income tax purposes retroactive to their issue
date, irrespective of the date on which such noncompliance occurs or is discovered. The Authority and the Boards have
covenanted to comply with certain applicable requirements of the Code to assure the exclusion of interest on the Federally
Tax-Exempt Offered Bonds from gross income under Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral Federal income tax matters with respect to the Federally
Tax-Exempt Offered Bonds. It does not purport to address all aspects of Federal taxation that may be relevant to a
particular owner of a Federally Tax-Exempt Offered Bond. Prospective investors, particularly those who may be subject to
special rules, are advised to consult their own tax advisors regarding the Federal tax consequences of owning and disposing
of the Federally Tax-Exempt Offered Bonds.

Prospective owners of the Federally Tax-Exempt Offered Bonds should be aware that the ownership of such
obligations may result in collateral Federal income tax consequences to various categories of persons, such as corporations
(including S corporations and foreign corporations), financial institutions, property and casualty and life insurance
companies, individual recipients of Social Security and railroad retirement benefits, individuals otherwise eligible for the
earned income tax credit, and taxpayers deemed to have incurred or continued indebtedness to purchase or carry obligations
the interest on which is excluded from gross income for Federal income tax purposes. Interest on the Federally Tax-
Exempt Offered Bonds may be taken into account in determining the tax liability of foreign corporations subject to the
branch profits tax imposed by Section 884 of the Code.

Original Issue Discount

“Original issue discount” (“OID”) is the excess of the sum of all amounts payable at the stated maturity of a
Federally Tax-Exempt Offered Bond (excluding certain “qualified stated interest” that is unconditionally payable at least
annually at prescribed rates) over the issue price of that maturity. In general, the “issue price” of a maturity means the first
price at which a substantial amount of the Federally Tax-Exempt Offered Bonds of that maturity was sold (excluding sales
to bond houses, brokers, or similar persons acting in the capacity as underwriters, placement agents, or wholesalers). In
general, the issue price for each maturity of the Federally Tax-Exempt Offered Bonds is expected to be the initial public
offering price set forth on the inside cover page of this Official Statement. Bond Counsel is of the opinion that, for any
Federally Tax-Exempt Offered Bonds having OID (a “Discount Bond”), OID that has accrued and is properly allocable to
the owners of the Discount Bond under Section 1288 of the Code is excludable from gross income for Federal income tax
purposes to the same extent as other interest on the Federally Tax-Exempt Offered Bonds.

In general, under Section 1288 of the Code, OID on a Discount Bond accrues under a constant yield method, based
on periodic compounding of interest over prescribed accrual periods using a compounding rate determined by reference to
the yield on that Discount Bond. An owner’s adjusted basis in a Discount Bond is increased by accrued OID for purposes
of determining gain or loss on sale, exchange, or other disposition of such Discount Bond. Accrued OID may be taken into
account as an increase in the amount of tax-exempt income received or deemed to have been received for purposes of
determining various other tax consequences of owning a Discount Bond even though there will not be a corresponding cash
payment.

Owners of Discount Bonds should consult their own tax advisors with respect to the treatment of original issue
discount for Federal income tax purposes, including various special rules relating thereto, and the state and local tax
consequences of acquiring, holding, and disposing of Discount Bonds.

Bond Premium

In general, if an owner acquires a Federally Tax-Exempt Offered Bond for a purchase price (excluding accrued
interest) or otherwise at a tax basis that reflects a premium over the sum of all amounts payable on that Federally Tax-
Exempt Offered Bond after the acquisition date (excluding certain “qualified stated interest” that is unconditionally payable
at least annually at prescribed rates), that premium constitutes “bond premium” on that Federally Tax -Exempt Offered
Bond (a “Premium Bond”). In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the
bond premium over the remaining term of the Premium Bond, based on the owner's yield over the remaining term of the
Premium Bond, determined based on constant yield principles (in certain cases involving a Premium Bond callable prior to
its stated maturity date, the amortization period and yield may be required to be determined on the basis of an earlier call
date that results in the lowest yield on such bond). An owner of a Premium Bond must amortize the bond premium by
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offsetting the qualified stated interest allocable to each interest accrual period under the owner's regular method of
accounting against the bond premium allocable to that period. In the case of a tax-exempt Premium Bond, if the bond
premium allocable to an accrual period exceeds the qualified stated interest allocable to that accrual period, the excess is a
nondeductible loss. Under certain circumstances, the owner of a Premium Bond may realize a taxable gain upon disposition
of the Premium Bond even though it is sold or redeemed for an amount less than or equal to the owner's original acquisition
cost.

Owners of any Premium Bonds should consult their own tax advisors regarding the treatment of bond premium for
Federal income tax purposes, including various special rules relating thereto, and state and local tax consequences, in
connection with the acquisition, ownership, amortization of bond premium on, sale, exchange or other disposition of
Premium Bonds.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the Federally Tax-
Exempt Offered Bonds. In general, such requirements are satisfied if the interest recipient completes, and provides the
payor with, a Form W-9, “Request for Taxpayer Identification Number and Certification,” or if the recipient is one of a
limited class of exempt recipients. A recipient not otherwise exempt from information reporting who fails to satisfy the
information reporting requirements will be subject to “backup withholding,” which means that the payor is required to
deduct and withhold a tax from the interest payment, calculated in the manner set forth in the Code. For the foregoing
purpose, a “payor” generally refers to the person or entity from whom a recipient receives its payments of interest or who
collects such payments on behalf of the recipient.

If an owner purchasing a Federally Tax-Exempt Offered Bond through a brokerage account has executed a Form
W-9 in connection with the establishment of such account, as generally can be expected, no backup withholding should
occur. In any event, backup withholding does not affect the excludability of the interest on the Federally Tax-Exempt
Offered Bonds from gross income for Federal income tax purposes. Any amounts withheld pursuant to backup withholding
would be allowed as a refund or a credit against the owner’s Federal income tax once the required information is furnished
to the Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or state
level, may adversely affect the tax-exempt status of interest on the Federally Tax-Exempt Offered Bonds under Federal or
state law or otherwise prevent beneficial owners of the Federally Tax-Exempt Offered Bonds from realizing the full current
benefit of the tax status of such interest. In addition, such legislation or actions (whether currently prop osed, proposed in
the future, or enacted) and such decisions could affect the market price or marketability of the Federally Tax-Exempt
Offered Bonds

Prospective purchasers of the Federally Tax-Exempt Offered Bonds should consult their own tax advisors
regarding the foregoing matters.

Federal Tax Matters — 2017C Bonds
General

In the opinion of Hawkins Delafield, & Wood LLP, Bond Counsel to the Authority, interest on the 2017C Bonds
(referred to in this section as “Federally Taxable Offered Bonds”) is included in gross income for Federal income tax
purposes pursuant to the “Code.” Bond Counsel expresses no opinion regarding any other Federal tax consequences with
respect to the Federally Taxable Offered Bonds. For the proposed form of opinion of Bond Counsel relating to Federal tax
matters, see Appendix H.

The following discussion is a brief summary of the principal Federal income tax consequences of the acquisition,
ownership and disposition of Federally Taxable Offered Bonds by original purchasers of the Federally Taxable Offered
Bonds who are “U.S. Holders”, as defined herein. This summary (i) is based on the Code, Treasury Regulations, revenue
rulings and court decisions, all as currently in effect and all subject to change at any time, possibly with retroactive effect;
(i1) assumes that the Federally Taxable Offered Bonds will be held as “capital assets” and (iii) does not discuss all of the
Federal income tax consequences that may be relevant to a U.S. Holder in light of its particular circumstances or to U.S.
Holders subject to special rules, such as insurance companies, financial institutions, tax-exempt organizations, dealers in
securities or foreign currencies, persons holding the Federally Taxable Offered Bonds as a position in a “hedge” or
“straddle”, U.S. Holders whose functional currency (as defined in Section 985 of the Code) is not the United States dollar,
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U.S. Holders who acquire Federally Taxable Offered Bonds in the secondary market, or individuals, estates and trusts
subject to the tax on unearned income imposed by Section 1411 of the Code.

U.S. Holders of Federally Taxable Offered Bonds should consult with their own tax advisors concerning the
Federal income tax and other consequences with respect to the acquisition, ownership and disposition of the Federally
Taxable Offered Bonds as well as any tax consequences that may arise under the laws of any state, local or foreign tax
jurisdiction.

Original Issue Discount

In general, if OID is greater than a statutorily defined de minimis amount, a U.S. Holder of a Federally Taxable
Offered Bond must include in Federal gross income (for each day of the taxable year, or portion of the taxable year, in which
such U.S. Holder holds such Federally Taxable Offered Bond) the daily portion of OID, as it accrues (generally on a constant-
yield method) and regardless of the U.S. Holder’s method of accounting. “OID” is the excess of (i) the “stated redemption
price at maturity” over (ii) the “issue price.” For purposes of the foregoing: “issue price” means the first price at which a
substantial amount of the Federally Taxable Offered Bond is sold to the public (excluding bond houses, brokers, or similar
person or organizations acting in the capacity of underwriters, placement agents or wholesalers); “stated redemption price at
maturity” means the sum of all payments, other than “qualified stated interest”, provided by such Federally Taxable Offered
Bond; “qualified stated interest” is stated interest that is unconditionally payable in cash or property (other than debt
instruments of the issuer” at least annually at a single fixed rate; and “de minimis amount” is an amount equal to 0.25 percent
of the Federally Taxable Offered Bond’s stated redemption price at maturity multiplied by the number of complete years to
its maturity. A U.S. Holder may irrevocably elect to include in gross income all interest that accrues on a Federally Taxable
Offered Bond using the constant-yield method, subject to certain modifications.

Bond Premium

In general, if a Federally Taxable Offered Bond is originally issued for an issue price (excluding accrued interest)
that reflects a premium over the sum of all amounts payable on the Federally Taxable Offered Bond other than “qualified
stated interest” (a “Taxable Premium Bond”), that Taxable Premium Bond will be subject to Section 171 of the Code, relating
to bond premium. In general, if the U.S. Holder of a Taxable Premium Bond elects to amortize the premium as “amortizable
bond premium” over the remaining term of the Taxable Premium Bond, determined based on constant-yield principles (in
certain cases involving a Taxable Premium Bond callable prior to its stated maturity date, the amortization period and yield
may be required to be determined on the basis of an earlier call date that results in the highest yield on such bond), the
amortizable premium is treated as an offest to interest income; the U.S. Holder will make a corresponding adjustment to the
U.S. Holder’s basis in the Taxable Premium Bond. Any such election is generally irrevocable and applies to all debt
instruments of the U.S. Holder (other than tax-exempt bonds) held at the beginning of the first taxable year to which the
election applies and to all such debt instruments thereafter acquired. Under certain circumstances, the U.S. Holder of a
Taxable Premium Bond may realize a taxable gain upon disposition of the Taxable Premium Bond even though it is sold or
redeemed for an amount less than or equal to the U.S. Holder’s original acquisition cost.

Disposition and Defeasance

Generally, upon the sale, exchange, redemption, or other disposition (which would include a legal defeasance) of a
Federally Taxable Offered Bond, a U.S. Holder generally will recognize taxable gain or loss in an amount equal to the
difference between the amount realized (other than amounts attributable to accrued interest not previously includable in
income) and such U.S. Holder’s adjusted tax basis in the Federally Taxable Offered Bond.

The Authority may cause the deposit of moneys or securities in escrow in such amount and manner as to cause the
Federally Taxable Offered Bonds to be deemed to be no longer outstanding under the resolution for the Federally Taxable
Offered Bonds (a “defeasance”). (See Appendix E, “SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION”
herein). For Federal income tax purposes, such defeasance could result in a deemed exchange under Section 1001 of the
Code and a recognition by such owner of taxable income or loss, without any corresponding receipt of moneys. In addition,
the character and timing of receipt of payments on the Federally Taxable Offered Bonds subsequent to any such defeasance
could also be affected.

Information Reporting and Backup Withholding

In general, information reporting requirements will apply to non-corporate U.S. Holders of the Federally Taxable
Offered Bonds with respect to payments of principal, payments of interest, and the accrual of OID on a Federally Taxable
Offered Bond and the proceeds of the sale of a Federally Taxable Offered Bond before maturity within the United States.
Backup withholding may apply to U.S. Holders of Federally Taxable Offered Bonds under Section 3406 of the Code. Any
amounts withheld under the backup withholding rules from a payment to a beneficial owner, and which constitutes over -
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withholding, would be allowed as a refund or a credit against such beneficial owner’s Federal income tax provided the
required information is furnished to the Internal Revenue Service.

U.S. Holders

The term “U.S. Holder” means a beneficial owner of a Federally Taxable Offered Bond that is: (i) a citizen or
resident of the United States, (ii) a corporation, partnership or other entity created or organized in or under the laws of the
United States or of any political subdivision thereof, (iii) an estate the income of which is subject to the Federal income
taxation regardless of its source or (iv) a trust whose administration is subject to the primary jurisdiction of a United States
court and which has one or more United States fiduciaries who have the authority to control all substantial decisions of the
trust.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or state
level, may adversely affect the tax-exempt status of interest on the Federally Taxable Offered Bonds under state law and
could affect tax market price or marketability of the Federally Taxable Offered Bonds.

Prospective purchasers of the Federally Taxable Offered Bonds should consult their own tax advisors regarding the
foregoing matters.

State of Tennessee Tax Matters

In the opinion of Bond Counsel to the Authority, under existing laws of the State, the Offered Bonds and the
interest thereon are exempt from taxation by the State or any county, municipality or political subdivision of the State,
except for estate and gift taxes and taxes on transfers, and except to the extent included within the measure of franchise and
excise taxes.

Bond Counsel expresses no opinion regarding any other state or local tax consequences with respect to the Offered
Bonds. Bond Counsel renders its opinion under existing statutes and court decisions as of the issue date and assumes no
obligation to update, revise or supplement its opinion to reflect any action hereafter taken or not taken, or any facts or
circumstances that may hereafter come to its attention, or changes in law or in interpretations thereof that may hereafter
occur, or for any other reason. Bond Counsel expresses no opinion on the effect of any action hereafter taken or not taken in
reliance upon an opinion of other counsel under state and local tax law.

For the proposed form of opinion of Bond Counsel relating to State tax matters, see Appendix H.

FINANCIAL ADVISOR

PFM Financial Advisors LLC (“PFM”) is employed by the Authority to perform professional services in the
capacity of financial advisor. In its role as financial advisor to the Authority, PFM has provided advice on the plan of
financing and structure of the Offered Bonds, and reviewed certain legal and disclosure documents, including this Official
Statement, for financial matters. PFM has not independently verified the factual information contained in this Official
Statement, but relied on the information supplied by the Authority and other sources and the Authority’s certification as to
the Official Statement.

VERIFICATION AGENT

The arithmetical accuracy of certain computations included in the schedules provided by PFM on behalf of the
Authority relating to (a) computation of the sufficiency of cash and forecasted receipts of principal and interest on the
securities on deposit under the Refunding Trust Agreements to pay the forecasted payments of Redemption Prices and
interest on and prior to the redemption dates of the Refunded Bonds, and (b) computation of the yield on the 2017B Bonds
was examined by Robert Thomas CPA, LLC. Such computations were based solely upon assumptions and information
supplied by PFM on behalf of the Authority. Robert Thomas CPA,LLC has restricted its procedures to examining the
arithmetical accuracy of certain computations and has not made any study or evaluation of the assumptions and information
upon which the computations are based and, accordingly, has not expressed an opinion on the data used, the reasonableness
of the assumptions, or the achievability of the forecasted outcome.
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APPROVING LEGAL OPINIONS

The validity of the Offered Bonds will be approved by the legal opinion of Hawkins Delafield & Wood LLP, New
York, New York, Bond Counsel to the Authority. For the form of proposed Bond Counsel opinion relating to the Offered
Bonds, see Appendix H. Certain legal matters will be passed upon by the Attorney General and Reporter of the State of
Tennessee, as counsel to the Authority, and by Bass Berry & Sims PLC, as counsel to the Underwriters. No representation
is made to the holders of the Offered Bonds that such counsel have verified the accuracy, completeness or fairness of the
statements in this Official Statement, and such counsel assume no responsibility to the holders of the Offered Bonds except
for the matters that will be set forth in their respective opinions.

ADDITIONAL INFORMATION; CONTINUING DISCLOSURE

Additional information relating to the Authority is contained in its audited financial statements. The audited
financial statements of the Authority for fiscal years ended June 30, 2015 and 2016 are included herein as Appendix A.
Audited financial statements for certain prior years are available on the website of the Tennessee Comptroller of the
Treasury and have been filed with the Municipal Securities Rulemaking Board through its Electronic Municipal Market
Access (“EMMA?”) system.

Additional information relating to the Institutions is included in the audited financial statements of the State,
including component unit reporting of The University of Tennessee system and the Board of Trustees of the University of
Tennessee, and of the State University and Community College System of the State of Tennessee and the Tennessee Board
of Regents, showing information of the type described in the Statement of Net Position, and Statement of Revenues,
Expenditures and Changes in Net Position. Financial statements of the State for fiscal year 2015-2016 and for certain prior
years are available on the website of the Tennessee Comptroller of the Treasury and have been filed with EMMA.

The Authority has authorized a Continuing Disclosure Undertaking (the “Undertaking”) with respect to the Offered
Bonds to assist the Underwriters in complying with U.S. Securities and Exchange Commission Rule 15¢2-12(b)(5). The
Undertaking is for the benefit of the holders of the Offered Bonds; beneficial owners of the Offered Bonds will be third -
party beneficiaries of the Undertaking. In the Undertaking, the Authority will agree to provide certain financial information
and operating data by specified dates, and to provide notice of certain enumerated events with respect to the Offered Bonds.
The specific nature of the information to be provided and the notices of enumerated events, and where they will be filed, is
described in the summary of certain provisions of the Undertaking, attached hereto as Appendix G.

Certain financial information and operating data required to be filed within the preceding five (5) years with
nationally recognized municipal securities repositories pursuant to previous Rule 15¢2-12 continuing disclosure
undertakings by EMMA were not timely filed but have since been filed with EMMA. This included, for fiscal year ending
June 30, 2012, (a) the information in the tables entitled (i) “Disclosed TSSBA Funded Capital Projects” and (ii)
“Comparison of Tennessee Undergraduate Universities to Southern Regional Education Board Median Annual
Undergraduate Tuition and Required Fees”, and (b) Tennessee Consolidated Retirement System financial information and
operating data and Higher Education Employer Contributions, and Other Post-Employment Benefits unfunded liabilities
and annual required contributions. The Authority agreed to make such filings by January 31, 2013; however, the tables
referred to in (a) and (b) in the preceding sentence were posted on EMMA on August 12, 2013 and October 3, 2013,
respectively. In addition, certain available individual institution audit reports and certain local government audits were not
timely filed with EMMA, but have since been filed in all instances and in any event were and are available on the website
of the Tennessee Comptroller of the Treasury or were otherwise filed on EMMA when available. In its continuing
disclosure undertakings, the Authority has agreed to file annual financial statements of the State when and if available. For
the fiscal years ending June 30, 2009 and June 30, 2010, completion of the annual financial statements of the State was
delayed as a result of the implementation of new financial software. Although such statements were filed on EMMA when
completed, they were inadvertently not linked on EMMA to the Authority’s bonds. Such statements have been since linked
to the Authority’s bonds. Rating downgrades on the insurer of several series of its outstanding bonds (2005 Series A, 2005
Series B, 2006 Series A, 2007 Series A, 2007 Series B, and 2007 Series C) were not the subject of material event notices
due, in part, to the lack of any direct notification to the Authority of the specific rating impact on such bonds. Notice of
such rating downgrades have since been filed on EMMA for all affected series. Finally, the material event notice with
respect to the 2010 recalibration of the Authority’s credit rating by Fitch was filed 17 days after the Fitch rating
recalibration. The Authority believes that this filing was timely under the terms of its then-effective continuing disclosure
agreements, which required that material event filings be made promptly (the Rule was subsequently amended to impose a
10-day window for filing notices of material events related to credit rating changes).
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UNDERWRITING

Citigroup Global Markets Inc., on behalf of itself and other underwriters shown on the front cover of this Official
Statement (collectively, the “Underwriters”), has agreed, subject to certain conditions, to purchase the Offered Bonds
pursuant to a Bond Purchase Agreement (the “Purchase Agreement”). The Underwriters will purchase the 2017A Bonds at
a purchase price of $297,659,576 (representing the principal amount of the Offered Bonds of $247,570,000, plus an original
issue premium of $50,270,901 less Underwriters discount of $181,325). The Underwriters will purchase the 2017B Bonds
at a purchase price of $170,024,392 (representing the principal amount of the Offered Bonds of $139,740,000 plus an
original issue premium of $30,387,311 less Underwriters discount of $102,919). The Underwriters will purchase the 2017C
Bonds at a purchase price of $15,137,783 (representing the principal amount of the Offered Bonds of $15,150,000 less
Underwriters discount of $12,217).

The Purchase Agreement provides that the Underwriters shall purchase all of the Offered Bonds if any are
purchased, subject to the conditions contained therein. The Offered Bonds may be offered and sold to certain dealers,
banks and others at prices different than the offering prices indicated on the inside front cover page hereof, and such
offering prices may be changed from time to time.

Citigroup Global Markets Inc., an underwriter of the Bonds, has entered into a retail distribution agreement with
UBS Financial Services Inc. (“UBSFS”). Under this distribution agreement, Citigroup Global Markets Inc. may distribute
municipal securities to retail investors through the financial advisor network of UBSFS. As part of this arrangement,
Citigroup Global Markets Inc. may compensate UBSFS for its selling efforts with respect to the Bonds.

Morgan Stanley & Co. LLC, an underwriter of the Bonds, has entered into a retail distribution arrangement with its
affiliate Morgan Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley & Co. LLC may distribute
municipal securities to retail investors through the financial advisor network of Morgan Stanley Smith Barney LLC. As part
of this arrangement, Morgan Stanley & Co. LLC may compensate Morgan Stanley Smith Barney LLC for its selling efforts
with respect to the Bonds.

FTN Financial Capital Markets is a division of First Tennessee Bank National Association and FTB Advisors, Inc.
is a wholly owned subsidiary of First Tennessee Bank National Association. FTN Financial Capital Markets has entered
into a distribution agreement with FTB Advisors, Inc. for the distribution of the Offered Bonds at the original issue prices.
Such arrangement generally provides that FTN Financial Capital Markets will share a portion of its underwriting
compensation or selling concession with FTB Advisors, Inc.

Wells Fargo Bank, National Association, acting through its Municipal Products Group ("WFBNA"), one of the
underwriters of the Offered Bonds, has entered into an agreement (the "WFA Distribution Agreement™) with its affiliate,
Wells Fargo Clearing Services, LLC (which uses the trade name “Wells Fargo Advisors”) ("WFA"), for the distribution of
certain municipal securities offerings, including the Offered Bonds. Pursuant to the WFA Distribution Agreement, WFBNA
will share a portion of its underwriting or remarketing agent compensation, as applicable, with respect to the Offered Bonds
with WFA. WFBNA has also entered into an agreement (the “WFSLLC Distribution Agreement”) with its affiliate Wells
Fargo Securities, LLC (“WFSLLC”), for the distribution of municipal securities offerings, including the Offered Bonds.
Pursuant to the WFSLLC Distribution Agreement, WFBNA pays a portion of WFSLLC’s expenses based on its municipal
securities transactions. WFBNA, WFSLLC, and WFA are each wholly-owned subsidiaries of Wells Fargo & Company.

Wells Fargo Securities is the trade name for certain securities-related capital markets and investment banking
services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association, which
conducts its municipal securities sales, trading and underwriting operations through the Wells Fargo Bank, NA Municipal
Products Group, a separately identifiable department of Wells Fargo Bank, National Association, registered with the
Securities and Exchange Commission as a municipal securities dealer pursuant to Section 15B(a) of the Securities
Exchange Act of 1934.

The Underwriters and their respective affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment management,
principal investment, hedging, financing and brokerage activities. Certain of the Underwriters and their respective affiliates
have, from time to time, performed, and may in the future perform, various investment banking services for the Authority
for which they received or will receive customary fees and expenses.

In addition, affiliates of some of the Underwriters are lenders to the Authority, and in some cases agents or
managers for the lenders, under the Revolving Credit Loan Agreement. Affiliates of the Underwriters may in the aggregate
receive more than 10% of the proceeds of this offering, including as a result of the repayment of the Authority’s Revolving
Credit Loans under the Revolving Credit Agreement.
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In the ordinary course of their various business activities, the Underwriters and their respective affiliates may make
or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (which may include bank loans and/or credit default swaps) for their own account and for the accounts
of their customers and may at any time hold long and short positions in such securities and instruments. Such investment
and securities activities may involve securities and instruments of the Authority.

FORWARD-LOOKING STATEMENTS

The statements contained in this Official Statement, and in any other information provided by the Authority, that
are not purely historical, are forward-looking statements, including statements regarding the Authority’s expectations,
hopes, intentions, or strategies regarding the future.

Readers should not place undue reliance on forward-looking statements. All forward-looking statements included
in this Official Statement are based on information available to the Authority on the date hereof, and the Authority assumes
no obligation to update any such forward-looking statements.

The forward-looking statements herein are necessarily based on various assumptions and estimates and are
inherently subject to various risks and uncertainties, including risks and uncertainties relating to the possible invalidity of
the underlying assumptions and estimates and possible changes or developments in social, economic, business, industry,
market, legal and regulatory circumstances and conditions and actions taken or omitted to be taken by third parties,
including customers, suppliers, business partners and competitors, and legislative, judicial and other governmental
authorities and officials. Assumptions related to the foregoing involve judgments with respect to, among other things,
future economic, competitive, and market conditions and future business decisions, all of which are difficult or impossible
to predict accurately and, therefore, there can be no assurance that the forward-looking statements included in this Official
Statement would prove to be accurate.

MISCELLANEOUS

All quotations from, and summaries and explanations of, the Act, the Financing Agreements, the Resolution, and
the Undertaking contained herein do not purport to be complete and reference is made to each for full and complete
statements of their provisions. The Appendices attached hereto are a part of this Official Statement. Any statements in this
Official Statement involving matters of estimate or opinion, whether or not expressly so stated, are intended as such and not
as representations of fact. This Official Statement is not to be construed as a contract or agreement between the Authority
and the purchasers or holders of any of the Offered Bonds.

TENNESSEE STATE SCHOOL BOND AUTHORITY

By: /s/ Justin P. Wilson
Comptroller of the Treasury;
Secretary to the Authority
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APPENDIX A

FINANCIAL STATEMENTS OF THE AUTHORITY

The Tennessee State School Bond Authority Comprehensive Annual Financial Report (“Authority CAFR™),
including the audited Basic Financial Statements, for the fiscal year ended June 30, 2016 has been filed with the Municipal
Securities Rulemaking Board (the “MRSB”) through its Electronic Municipal Market Access (“EMMA”) system (see
“ADDITIONAL INFORMATION; CONTINUING DISCLOSURE?” in the Official Statement) and is obtainable from the
MSRB in accordance with its procedures. A printed version is also available upon request to the Tennessee State School
Bond Authority, James K. Polk State Office Building, Suite 1600, 505 Deaderick Street, Nashville, Tennessee 37243-0273,
telephone (615) 401-7872, fax (615) 741-5986. The 2016 Authority CAFR and certain prior year Authority CAFRs are
posted on the Authority’s website at http://www.comptroller.tn.gov/TSSBA/cafr.asp.

The following reports, each of which are included in the CAFR and have been posted on the Authority’s website,
are incorporated herein by reference:

Independent Auditor’s Report

Management’s Discussion and Analysis

Basic Financial Statements:
Statements of Net Position
Statements of Revenues, Expenses and Changes in Net Position
Statements of Cash Flows
Notes to the Financial Statements

Supplementary Schedules:
Supplementary Schedules of Net Position — Program Level
Supplementary Schedules of Revenues, Expenses, and Changes in Net Position — Program Level
Supplementary Schedules of Cash Flows — Program Level

Other Financial Statements

The State of Tennessee Comprehensive Annual Financial Report (“State CAFR”), including component unit
reporting of The University of Tennessee system and the Board of Trustees of the University of Tennessee, and of the State
University and Community College System of the State of Tennessee and the Tennessee Board of Regents, showing of the
type described in the Statement of Net Position, Statement of Activities, and Statement of Revenues, Expenditures and
Changes in Fund Balances, for the fiscal year ended June 30, 2016 has been filed with EMMA and is obtainable from the
MSRB in accordance with its procedures. A printed version is also available upon request to the Authority, as described
above. The 2016 State CAFR and certain prior year State CAFRs are posted on the website of the Tennessee Department of
Finance and Administration at http://www.tn.gov/finance/article/fa-accfin-cafr. The State CAFR and such component unit
reporting is required to be filed annually with EMMA pursuant to the Authority’s continuing disclosure obligations as
described in this Official Statement under “ADDITIONAL INFORMATION; CONTINUING DISCLOSURE” and in
APPENDIX G — “SUMMARY OF CERTAIN PROVISIONS OF THE CONTINUING DISCLOSURE UNDERTAKING.”

The most recent audited financial statements for the schools under the supervision of the Board of Trustees and
Tennessee Board of Regents are posted on the website of the Comptroller of the Treasury of the State of Tennessee,
Division of State Audit, at http://www.comptroller.tn.gov/sa/SAsub.asp?SC=CUtF. Universities are audited on an
annual basis and Community Colleges and CATSs are audited on a biennial basis. Audits are prepared on a rolling basis and
are published as they become available. These financial statements are not required to be filed with EMMA as part of the
Authority’s continuing disclosure obligations as described in this Official Statement under “ADDITIONAL
INFORMATION; CONTINUING DISCLOSURE” and in APPENDIX G — “SUMMARY OF CERTAIN PROVISIONS OF
THE CONTINUING DISCLOSURE UNDERTAKING.”
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APPENDIX B

TENNESSEE STATE SCHOOL BOND AUTHORITY
SELECTED STATISTICAL INFORMATION

Authority Second Program Bond Debt Service and Other Requirements
Secured by Financing Agreements
(BExcluding Rewlving Credit Loans)
(Expressedin Thousands)

Annual Debt

12 Months Bond Debt Admin. Service and

Ending June 30 Service® Expense’? Admin. Bxp.!
2018 132,769 3,236 136,005
2019 141,179 3,102 144,281
2020 141,455 2,960 144,415
2021 135,567 2,812 138,379
2022 133,153 2,670 135,823
2023 131,209 2,527 133,736
2024 124,934 2,381 127,315
2025 123,232 2,241 125,473
2026 121,266 2,099 123,365
2027 113,320 1,954 115,274
2028 108,850 1,818 110,668
2029 102,569 1,685 104,254
2030 100,913 1,559 102,472
2031 88,839 1,430 90,269
2032 88,600 1,319 89,919
2033 82,390 1,204 83,594
2034 79,492 1,095 80,587
2035 74,397 988 75,385
2036 74,397 885 75,282
2037 68,232 778 69,010
2038 66,016 679 66,695
2039 59,725 579 60,304
2040 57,802 487 58,289
2041 54,179 394 54,573
2042 51,803 304 52,107
2043 38,122 215 38,337
2044 33,631 150 33,781
2045 26,358 90 26,448
2046 22,773 43 22,816
2047 9,483 60 9,543
2048 9,481 79 9,560
$ 2,596,136 $ 41,823 $ 2,637,959

Source - TSSBA Master Bond Schedule (Unaudited)

1 Includes the Offered Bonds and excludes the 2017B Refunded Bonds and the 2017C Refunded Bonds. See "THE AUTHORITY -
Outstanding Indebtedness of the Authority" for total outstanding Bonds as of September 13, 2017 (unaudited).

2 Admin. expense is a fee imposed by the Authority on the Institutions estimated at the rate of 20 bps on the outstanding indebtedness of
the Authority. The Authority has the right to change the amount charged based on actual expenses.
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Principal Amount of Debt Outstanding by Institution
(Unaudited)
(Expressed in Thousands)
As of September 13, 2017

Authority Debt
Rewlving Credit

Institutions Bonds* Loans?® Total Debt

University of Tennessee System $ 101889 $ 2245 % 1,021,140
Tennessee Board of Regents System 616,910 47,833 664,743
TOTAL $ 1635805 $ 50,078 $ 1,685,883

Source - TSSBA (Unaudited)
1 Includes the Offered Bonds and excludes the 2017B Refunded Bonds and the 2017C Refunded Bonds. See "THE

AUTHORITY - Outstanding Indebtedness of the Authority" for total outstanding Bonds (unaudited).
2 Qutstanding Revolving Credit Loans balance is as of September 13, 2017 which excludes $9,767,500 of Revolving Credit

Loans not allocated to Institutions
% Excludes Revolving Credit Loans to be retired with proceeds of the Offered Bonds and other funds



University and College Funds
Statement of Fees/Charges, Legislative Appropriations
And Debt Service for the Last Ten Years

The Total Fees and Charges and Legislative Appropriations (in some cases, as amended by the General Assembly)
set forth in the following tables are applied to pay the cost of operation and maintenance of the following Institutions as
well as the Debt Service Requirements? (excluding Revolving Credit Loans and the Offered Bonds) listed below. (Fiscal
Years end June 30) (Dollar amounts are rounded to thousands).

UNIVERSITY OF TENNESSEESYSTEM

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirements Requirements?
Year and Charges Appropriations® (Non Authority) (Authority Bonds)
2017 $ 780,867 $ 555,401 $ - $ 73,722
2016 746,986 499,862 - 55,553
2015 700,757 487,295 - 55,821
2014 691,600 488,052 - 52,859
2013 658,079 448,437 - 51,469
2012 584,147 411,729 - 48,256
2011 685,003 548,787 - 43,998
2010 648,298 493,304 12 35,373
2009 599,973 476,333 35 29,158
2008 565,963 510,261 35 26,652
TENNESSEE BOARD OF REGENTS SYSTEM
Prior and Subordinate Debt Service

Fiscal Total Fees Legislative Debt Service Requirements Requirements2
Year and Charges Appropriations® (Non Authority) (Authority Bonds)
2017 $ 1,131,352 $ 753,821 $ - $ 57,511
2016 1,102,572 660,789 - 52,405
2015 1,158,289 578,734 - 53,349
2014 1,057,701 464,955 - 49,484
2013 1,035,821 621,841 - 45,016
2012 1,216,903 501,867 1,399 43,367
2011 1,143,916 660,608 1,399 43,120
2010 1,039,268 633,006 1,399 31,997
2009 923,813 610,380 1,699 27,556
2008 863,336 645,952 1,889 25,567

Source — TSSBA and Universities and Colleges (Unaudited)

! Appropriations for operation and maintenance, including employer social security and retirement contributions for the
respective systems (including the respective schools and Boards).

2 Debt Service Requirements consist only of principal and interest.
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State of Tennessee
Coverage of Annual Financing Charges and Administrative Fees for
Long-Term Debt Secured By Financing Agreements!
College and University Funds
For the Last Ten Years

(Expressed in Thousands)

UNIVERSITY OF TENNESSEE SYSTEM
Coverage By:

Total Fees and Legislative Annual Financing Fees &  Fees, Charges, &
Fiscal Year Charges Appropriations® Charges® Charges Appropriations
2017 $ 780,867 $ 555,401 74,793 1044 X 17.87 X
2016 746,986 499,862 74,965 9.96 X 16.63 X
2015 700,757 487,295 56,855 12.33 X 20.90 X
2014 691,600 488,052 56,764 12.18 X 20.78 X
2013 658,079 448,437 53,855 12.22 X 20.55 X
2012 584,147 411,729 51,984 11.24 X 19.16 X
2011 685,003 584,787 41,583 16.47 X 30.54 X
2010 648,298 493,304 44,804 14.47 X 2548 X
2009 599,973 476,333 36,122 16.61 X 29.80 X
2008 565,963 510,261 29,762 19.02 X 36.16 X

TENNESSEE BOARD OF REGENTS SYSTEM
Coverage By:

Total Fees and Legislative Annual Financing Fees &  Fees, Charges, &
Fiscal Year Charges Appropriations® Charges® Charges Appropriations
2017 $ 1,131,352 $ 753,821 $ 58,212 19.44 X 32.38 X
2016 1,102,572 660,789 58,754 18.77 X 30.01 X
2015 1,158,289 578,734 53,707 2157 X 32.34 X
2014 1,057,701 646,955 54,346 19.46 X 31.37 X
2013 1,035,821 621,841 50,530 20.50 X 3281 X
2012 1,216,903 501,867 46,048 26.43 X 37.33X
2011 1,143,916 660,608 40,430 28.29 X 4463 X
2010 1,039,268 633,006 44,194 2352 X 37.84 X
2009 923,813 610,380 33,169 27.85 X 46.25 X
2008 863,336 645,952 28,163 30.65 X 53.59 X

Source — TSSBA and Universities and Colleges (Unaudited)

! Appropriations for operation and maintenance, including employer social security and retirement contributions for the
respective systems (including the respective schools and Boards).

2 Annual Financing Charges consist of principal, interest and administrative fees.



University and College
Per Student Fees and Charges
(2017 — 2018 Academic Year)

Student Fees and Charges are the largest component of total Fees and Charges received by schools. Other Fees and
Charges include rental revenue and other charges for use of certain Projects by faculty, administration, the public at large,
and other users.

In-State  Non-Resident
Student Student
Debt Tuition &  Tuition & Awerage Awerage

Service  Mandatory Mandatory Room Board
Institutions Fees? Fees Fees Charge Charge
UT Chattanooga $ 300 $ 8,664 $ 24,782 $ 5,900 $ 3,200
UT Knoxville 366 12,970 $ 31,390 6,739 3,957
UT Martin (Part-Time & Full-Time w/ 60+ SCH) 380 8,618 14,378 4,652 3,252
UT Martin (Full-Time w/ less than 60 SCH) 2 380 9,236 14,996 4,652 3,252
Austin Peay State University 274 8,225 24,221 6,707 3,516
East Tennessee 230 9,015 27,693 4,602 3,436
Middle Tennessee State University 408 8,948 27,578 5,187 3,205
Tennessee State University 178 7,776 21,132 3,770 3,840
Tennessee Technological University 258 8,873 25,529 3,500 5,900
University of Memphis 490 9,701 21,413 2,285 1,523
Chattanooga State Community College 0 4,351 20,959 N/A N/A
Cleveland State Community College 0 4,331 20,939 N/A N/A
Columbia State Community College 44 4,347 20,955 N/A N/A
Dyersburg State Community College 0 4,331 20,939 N/A N/A
Jackson State Community College 0 4,317 20,925 N/A N/A
Motlow State Community College 0 4,339 20,947 N/A N/A
Nashville State Community College 0 4,257 20,865 N/A N/A
Northeast State Technical Community College 0 4,343 20,951 N/A N/A
Pellissippi State Technical Community College 30 4,371 20,979 N/A N/A
Roane State Community College 0 4,335 20,943 N/A N/A
Southwest Tennessee Community College 0 4,347 20,955 N/A N/A
Volunteer State Community College 0 4,325 20,933 N/A N/A
Walters State Community College 0 4,320 20,928 N/A N/A

Source — Tennessee Higher Education Commission

! Debt Service Fees represent an additional charge by certain institutions to cover a portion of such Institution's debt service
obligations on certain indebtedness, including Bonds. Institutions which do not impose a separate Debt Service Fee may
include similar charges as a portion of a student's maintenance fees.



History of Fall Term Full-Time Equivalent Enrollment in Public Higher Education Schools

Tennessee Higher Education Commission

% Change
School? 2011 2012 2013 2014 2015 2016 2015-2016 2011-2016
Four Year Institutions
APSU 8,513 8,508 8,416 8,241 8,180 8,466 3.5% -0.5%
ETSU* 13,725 13,508 12,374 12,295 12,347 12,310 -0.3% -10.3%
MTSU 21,807 20,824 19,637 18,787 18,362 18,177 -1.0% -16.6%
TSU 7,159 6,901 7,080 7,388 7,639 7,342 -3.9% 2.6%
TTU 9,525 9,636 9,797 9,983 9,569 9,208 -3.8% -3.3%
UM 17,725 17,462 16,704 16,554 16,112 16,744 3.9% -5.5%
TBR Total 78,453 76,839 74,007 73,247 72,209 72,247 0.1% -7.9%
UT Chattanooga 9,845 9,951 10,208 10,029 9,886 10,029 1.4% 1.9%
UT Knoxville** 23,633 23,782 23,860 24,107 24,601 24,827 0.9% 5.1%
UT Martin 6,852 6,770 6,555 6,273 5,989 5,670 -5.3% -17.3%
UT Health Science 3,751 4,477 2,859 2,977 3,075 3,097 0.7% -17.4%
UT Total 44,081 44,980 43,481 43,386 43,551 43,623 0.2% -1.0%
Total 4 Year 122,534 121,819 117,489 116,633 115,761 115,870 0.1% -5.4%
Two Year Schools?
Chattanooga 6,671 6,585 6,388 5,901 6,190 5,743 -1.2% -13.9%
Cleveland 2,617 2,482 2,487 2,316 2,413 2,282 -5.4% -12.8%
Columbia 3,417 3,348 3,352 3,263 3,634 3,816 5.0% 11.7%
Dyersburg 2,334 2,217 1,918 1,678 1,690 1,694 0.2% -27.4%
Jackson 3,260 2,847 2,722 2,825 2,907 2,968 2.1% -8.9%
Motlow 3,069 2,925 2,984 2,984 3,654 4,152 13.6% 35.3%
Nashville 5,686 5,681 5,796 5,807 6,272 5,588 -10.9% -1.7%
Northeast 4,423 4,289 3,912 3,888 4,215 4,250 0.8% -3.9%
Pellissippi 7,402 7,057 6,978 6,644 6,755 6,645 -1.6% -10.2%
Roane 4,205 4,153 3,964 3,777 3,891 3,788 -2.6% -9.9%
Southwest 8,216 7,555 6,801 6,355 6,169 5,624 -8.8% -31.5%
Volunteer 5,449 5,091 4,985 4,747 5,406 5,869 8.6% 7.7%
Walters 4,595 4,425 4,103 4,008 4,074 4,086 0.3% -11.1%
Total 2 Year 61,343 58,656 56,392 54,192 57,269 56,505 -1.3% -7.9%
Grand Total 183,877 180,475 173,880 170,825 173,030 172,375 -0.4% -6.3%

Source - Tennessee Higher Education Commission Fact Book
* ETSU includes the Medical and Pharmacy schools
**The University of Tennessee, Knoxville includes the Veterinary school and the UT Space Institute
1 TBR = Tennessee Board of Regents, APSU = Austin Peay State University, ETSU = East Tennessee State University, MTSU = Middle Tennessee

State University, TSU = Tennessee State University, TTU = Tennessee Technological University, UM = University of Memphis, UT = University

of Tennessee

*Two Year Schools = State Community Colleges

Five-Year Annual Growth Rate

-1.3%



APPENDIX C

GLOSSARY OF CERTAIN TERMS

The following terms, as used in this Official Statement including the Appendices hereto, have the respective
meanings provided below. These summary definitions do not purport to be complete or definitive and are qualified in their
entirety by reference to the Resolution and Financing Agreements, copies of which are on file at the offices of the Authority

and the Trustee.

Term
Account or Accounts

Accreted Value

Act

Administrative
Expenses

Annual Financing
Charges

Authenticating Agent
Authority

Authorized Officer

Bank Bonds

Board or Boards

Board of Regents

Board of Trustees

Definition
Each account or all of the accounts established pursuant to the Resolution, as the case may be.

With respect to any Capital Appreciation Bonds (i) as of any Valuation Date, the amount set forth for such
date in the Supplemental Resolution authorizing such Capital Appreciation Bonds and (ii) as of any date
other than a Valuation Date, the sum of (a) the Accreted Value on the preceding Valuation Date and (b) the
product of (1) a fraction, the numerator of which is the number of days having elapsed from the preceding
Valuation Date and the denominator of which is the number of days from such preceding Valuation Date to
the next succeeding Valuation Date and (2) the difference between the Accreted Values for such Valuation
Dates. For purposes of this definition, the number of days having elapsed from the preceding Valuation Date
and the number of days from the preceding Valuation Date to the next succeeding Valuation Date shall be
calculated on the basis of a three hundred sixty (360) day year of twelve (12) thirty (30) day months or
otherwise with respect to any Series of Bonds as may be provided by the Supplemental Resolution
authorizing the issuance thereof.

The Tennessee State School Bond Authority Act, Sections 49-3-1201 et seq., Tennessee Code Annotated, as
amended from time to time.

The Authority's expenses of carrying out and administering its powers, duties and functions in connection
with the Agreements, the Projects and the Resolution, and shall include, without limiting the generality of
the foregoing: administrative expenses, legal, accounting and consultant's services and expenses, the fees
and expenses of the Trustee, Paying Agents and Registrar, payments to pension, retirement, health and
hospitalization funds, and any other expenses required or permitted to be paid by the Authority under the
provisions of the Act, the Financing Agreements or the Resolution or otherwise.

The amounts payable by the Boards to the Authority under the Financing Agreements for (i) the payment of
principal of and premium, if any, and interest on Debt for all Projects and all Institutions, (ii) any payments
to fund or replenish reserves therefor as may be required by the Resolution, regardless of Project or
Institution, and (iii) any other payments required to be made by or on behalf of the Authority under or
pursuant to the Resolution with respect to any Project, any Institution or the Board.

An authenticating agent appointed pursuant to the Resolution.

The Tennessee State School Bond Authority, the corporate governmental agency and instrumentality created
by the Act, or any body, agency or instrumentality of the State which shall succeed to the powers, duties and
functions of the Authority.

Any member of the Authority, and any other officer or employee of the Authority authorized by law, by
resolution of the Authority or by a certificate of the Secretary of the Authority to perform the act or sign the
document in question.

Reimbursement Obligations under Credit Facilities represented by Bonds; provided, however, that Bank
Bonds do not include any Bonds issued to or held by any party providing a Credit Facility or its designee in
any other capacity.

The Board of Regents or the Board of Trustees, or both such Boards, respectively.

The Tennessee Board of Regents of the State University and Community College System of the State of
Tennessee, and its successors.

The Board of Trustees of The University of Tennessee, and its successors.



Bond or Bonds

Bond Year

Business Day

Capital Appreciation
Bonds

Commercial Paper

Commercial Paper
Resolution

Counsel’s Opinion

Credit Facility

Debt

Debt Service Reserve
Requirement

Any Bond or Bonds issued under the Resolution, including but not limited to Variable Interest Rate Bonds,
Capital Appreciation Bonds and Refunding Bonds. Bonds shall not include Subordinated Obligations.

The twelve month period commencing on May 1 of each calendar year and ending on April 30 of the next
succeeding calendar year except that the first Bond Year shall begin on the date specified in the Supplemental
Resolution authorizing the first Series of Bonds.

Any day other than (i) a Saturday or Sunday, (ii) a day on which banking institutions located in the State or
in any of the cities in which the principal office of the Trustee, any Paying Agent, the Registrar or the provider
of a Reserve Fund Credit Facility are required or authorized by law or executive order to close or (iii) a day
on which the New York Stock Exchange is closed, and (iv) with respect to a particular Series of Bonds, a
day on which any provider of a Credit Facility for such Series of Bonds is located is required or authorized
by law or executive order to close or as may otherwise be provided by the Supplemental Resolution
authorizing such Series of Bonds.

Any Bonds as to which interest is payable only at the maturity or prior redemption of such Bonds or which
bear a stated interest rate of zero. For the purposes of (i) receiving payment of the Redemption Price if a
Capital Appreciation Bond is redeemed prior to maturity or upon acceleration as provided in the Resolution,
or (ii) computing the principal amount of Bonds held by the Owner of a Capital Appreciation Bond in giving
to the Authority or any Fiduciary any notice, consent, request, or demand pursuant to the Resolution for any
purpose whatsoever, the principal amount of a Capital Appreciation Bond shall be deemed to be its Accreted
Value.

All Commercial Paper issued under the Commercial Paper Resolution.

The Commercial Paper Resolution adopted by the Authority on November 18, 1997, as supplemented and
amended.

An opinion signed by an attorney or firm of attorneys selected by or satisfactory to the Authority (who may
be counsel to the Authority) which attorney or firm of attorneys is of recognized standing in the field of law
relating to municipal bonds; provided, however, that such Counsel's Opinion may take customary exception
as to the effect of, or for restrictions or limitations imposed by or resulting from, bankruptcy, insolvency,
debt adjustment, moratorium, reorganization, laws affecting creditors' rights, the exercise of judicial
discretion and other matters, and may state that no opinion is being rendered as to the availability of any
particular remedy or as to the limitation of remedies resulting from sovereign immunity or the partial waiver
thereof, and may contain such other references and qualifications as are acceptable to the Fiduciary receiving
the same.

Any irrevocable letter of credit, standby bond purchase agreement, line of credit, policy of bond insurance,
surety bond or agreement, guarantee or similar instrument which is obtained by the Authority and is issued
by a financial, insurance or other institution, the State or any subdivision, department, instrumentality or
agency thereof, and the Tennessee Consolidated Retirement System or any successor entity thereto then
managing and investing the State retirement funds, and which provides credit enhancement, security or
liquidity in respect of the Bonds (and which, with respect to a policy of bond insurance, guarantees the
payment of principal of and interest on the Bonds), not including any Reserve Fund Credit Facility.

Any bonds, notes or other evidences of indebtedness issued by the Authority pursuant to the Act and the
Resolution for the purpose of financing or refinancing Project Costs. Without limiting the generality of the
foregoing, Debt may include "long-term Debt" (i.e., with a term of more than one year unless issued in
anticipation of the issuance of Debt with a longer term) or "short-term Debt" (i.e., with a term of one year or
less or issued in anticipation of the issuance of Debt with a term of more than one year), and may take the
form of commercial paper.

With respect to each Series of Bonds (other than Bonds as to which the Authority has elected to establish a
separate account in the Debt Service Reserve Fund solely for such Bonds, as described in “SECURITY AND
SOURCES OF PAYMENT FOR THE BONDS - Debt Service Reserve Fund”), as of any date of
calculation, (i) an amount equal to the aggregate of the greatest amount of Debt Service on all Outstanding
Bonds of such Series issued for each Project (calculated separately for each Project and then aggregated)
payable on any interest or Principal Installment date thereafter (except that for the first such date after the
date of issuance of such Bonds, interest to accrue for greater than 6 months but less than 12 months shall not
be taken into account), or (ii) such greater amount, which subsequently may be reduced to an amount not
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less than the amount required by clause (i) above, as may be determined from time to time by the Authority
by Supplemental Resolution; provided, however, that as a result of the issuance of any Series of Bonds the
interest on which is generally excluded from gross income for Federal income tax purposes, the Debt Service
Reserve Requirement with respect to such Series shall at no time exceed the lesser of (i) the amount that may
be funded from the proceeds of such Bonds or (ii) the amount that constitutes a reasonably required reserve
with respect to such Bonds. Each determination by the Authority of the Debt Service Reserve Requirement
shall be conclusive. For purposes of this definition:

(A) "Debt Service™ for any date or period means, as of any date of calculation and
with respect to any Series, an amount equal to the sum of (i) the interest payable
on such date or accruing during such period on the Outstanding Bonds of such
Series, and (ii) the Principal Installment for such Series payable on such date or
accruing during such period on the Outstanding Bonds of such Series; provided,
however, that in calculating Debt Service on any future date or for any future
period: (x) any Variable Interest Rate Bonds shall be deemed to bear interest at
all times prior to the maturity date thereof for which the interest rate payable
thereon has not yet been determined at the Debt Service Determination Interest
Rate applicable thereto and (y) any interest on any Bonds secured by a Credit
Facility the related Reimbursement Obligation on which is evidenced by a Bank
Bond shall be calculated at the higher of the actual interest rate or, if applicable,
the Debt Service Determination Interest Rate applicable to such Bonds or the
maximum rate of interest permitted for any such Reimbursement Obligation
(whether or not any Reimbursement Obligation has yet accrued).

(B) ""Debt Service Determination Interest Rate™ means, with respect to any
particular Variable Interest Rate Bonds, any numerical rate or rates of interest
set forth, or determined as set forth, in the Supplemental Resolution authorizing
such Bonds; provided, however, that such rate shall not be less than the interest
rate initially borne by such Bonds.

(C) "Proceeds™ and "reasonably required reserve' shall have the respective
meanings given such terms, or any comparable terms, for purposes of Section
148(d) of the Internal Revenue Code of 1986, as amended, and the applicable
regulations thereunder.

Investment Obligations which are rated at the time of investment in any of the two highest Rating Categories
by any Rating Agency, and which (i) shall not be subject to redemption prior to their maturity other than at
the option of the holder thereof and (ii) shall not be subject to redemption prior to their maturity other than
at the option of the holder thereof or as to which an irrevocable notice of redemption of such securities on a
specified redemption date has been given and such securities are not otherwise subject to redemption prior
to such specified date other than at the option of the holder thereof.

Shall have the meaning given to such term in Appendix F - "BOOK-ENTRY ONLY SYSTEM.”

With respect to each Board, all revenues, fees, rentals and other charges and moneys received by or on behalf
of the Board for the Institution, or received by or on behalf of the Institution, for which any Project is
undertaken which may be available for the purpose of paying Annual Financing Charges.

The Trustee (including, where appropriate, any co-Trustee or Authenticating Agent), any Paying Agent, the
Registrar, or any or all of them, as may be appropriate, or any other Person appointed to act as a Fiduciary
as provided in the Resolution.

The Second Program Financing Agreement dated as of November 1, 1997, by and between the Authority
and the Board of Trustees, and the Second Program Financing Agreement dated as of November 1, 1997, by
and between the Authority and the Board of Regents, as appropriate, in each case as supplemented and
amended from time to time.
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The Amended and Restated Financing Agreement dated as of September 17, 1996, between the Authority
and the Board of Trustees, and between the Authority and the Board of Regents. The following terms, when
identified as related to the First Program, shall have the respective meanings given to them in the First
Program Financing Agreements: administrative fees, Annual Financing Charges, Bonds, Fees and Charges,
General Bond Resolution, Legislative Appropriations and Projects.

With respect to the Authority, currently the twelve month period commencing on July 1 and ending on June
30 of the following year. In the event of any change in Fiscal Year resulting in an initial Fiscal Year or
interim period of more or less than twelve months, Fiscal Year for purposes of the Financing Agreements
shall mean the last twelve month Fiscal Year.

Fitch IBCA, Inc., or any successor then maintaining a rating on any Bonds at the request of the Authority.
Each fund or all of the funds established in the Resolution, as the case may be.
Shall have the meaning given to such term in Appendix F - "BOOK-ENTRY ONLY SYSTEM.”

As appropriate, (i) the University of Tennessee system, including all of its branches and divisions wherever
located, and the services, programs and activities provided therein, and the Board of Trustees, in the
aggregate, and (ii) the state university and community college system, including all of its constituent
institutions wherever located (whether or not conferring degrees), and the services, programs and activities
provided therein, and the Board of Regents, in the aggregate. [This definition is as amended on May 9, 2013,
as discussed in “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS — Recent Amendments
to the Act, the Resolution and the Financing Agreements” in this Official Statement.]

Include any instruments, securities, certificates, obligations or the like if and to the extent the same are at the
time permitted and legal for investment of the Authority's funds pursuant to the Act or in accordance with
any other law, regulation, guideline or policy, as in effect from time to time, of or applicable to the Authority
with respect to investments.

The amounts payable to the Authority from appropriations by the General Assembly of the State to an
Institution for its operation and maintenance, under and pursuant to the Act and the Financing Agreements,
including but not limited to amounts deductible, by Persons other than the Boards, from such appropriations
for payment directly to the Authority.

Moody's Investors Service, Inc., or any successor then maintaining a rating on any Bonds at the request of
the Authority.

When used with reference to Bonds, other than Bonds held by or for the account of the Authority or either
of the Boards, means, as of any date, Bonds theretofore or then being delivered under the provisions of the
Resolution, except:

(A) Any Bonds cancelled at or prior to such date;

(B) Any Bonds (or portions of Bonds) the principal or Redemption Price, if any, of,
and interest on which shall have been paid in accordance with the terms thereof;

(C) Any Bonds in lieu of or in substitution for which other Bonds shall have been
authenticated and delivered upon exchange or transfer pursuant to the
Resolution;

(D) Bonds deemed to have been paid as provided in the Resolution; and

(E) Put Bonds deemed tendered in accordance with the provisions of the
Supplemental Resolution authorizing such Bonds on the applicable tender date,
if the purchase price thereof and interest thereon shall have been paid or amounts
are available for such payment as provided in the Resolution, except to the extent
such tendered Put Bonds thereafter may be resold pursuant to the terms thereof
and of the Resolution;

unless a Supplemental Resolution provides that Bonds of a Series having the benefit of a Credit Facility shall
not thereby be deemed paid if payment is provided by the Credit Facility. If principal of a Bond is paid or
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redeemed by the provider of a Credit Facility, the related Reimbursement Obligation shall be treated as an
Outstanding Bond (when such related Reimbursement Obligation is not evidenced by Bonds designated as
Bank Bonds) in lieu of the Bond so paid or redeemed, but only to the extent that principal of the Bond was
so paid or redeemed, bearing interest at the interest rate provided in the Credit Facility.

(When used with reference to Bonds) or any similar term, means any Person who shall be the registered
owner of any Outstanding Bond.

Any paying agent for the Bonds of any Series and its successor or successors and any other Person which
may at any time be substituted in its place, pursuant to the Resolution.

Any individual, corporation, partnership, limited partnership, joint venture, association, joint-stock company,
trust, unincorporated association, limited liability corporation or partnership, or government or any agency
or subdivision thereof, or other legal entity or group of entities.

As of any date of calculation with respect to any Series, so long as any Bonds thereof are Outstanding, (i)
the principal amount of Bonds on a certain future date for which no Sinking Fund Installments have been
established, or (ii) the unsatisfied balance of any Sinking Fund Installments due on a certain future date for
Bonds of such Series, plus the amount of the sinking fund redemption premiums, if any, which would be
applicable upon redemption of such Bonds on such future date in a principal amount equal to said unsatisfied
balance of such Sinking Fund Installments, or (iii) if such future dates coincide as to different Bonds of such
Series, the sum of such principal amount of Bonds and of such unsatisfied balance of Sinking Fund
Installments due on such future date plus such applicable redemption premiums, if any.

A Project as such term is defined in the Financing Agreements. In the Financing Agreement with each
Board, “Project” is defined as buildings, structures, improvements and equipment of every kind, nature and
description which may be required by or convenient for the purposes of an Institution or other things which
the Board is authorized by law (at the relevant time) to undertake or use, in each case if and to the extent (i)
capitalizable by the Board, including but not limited to a capital lease, and (ii) approved by the Authority
upon application therefor made by the Board in such form, substance and manner as may be prescribed by
the Authority, all subject to any permissible amendment of the Financing Agreement. See Appendix D —
“Summary of Certain Provisions of the Financing Agreements — Amendment.” Pursuant to legislation
adopted at the 2005 session of the General Assembly, computer software (whether acquired before, at the
same time as, or after the hardware needed for utilization of the software) to the extent accounted for as a
capital asset shall constitute equipment for financing purposes, and projects may include agricultural land
related to educational purposes of an Institution purchased from a governmental entity prior to October 1,
2005.

All direct capital costs and indirect capital costs of Projects, including but not limited to costs of construction
and acquisition, costs of issuance of Debt, funded interest on Debt, and amounts to fund or replenish reserves
as may be required by the Resolution, if and to the extent approved by the Authority upon application therefor
made by the Board in such form, substance and manner as may be prescribed by the Authority.

Bonds which by their terms may be tendered by and at the option of the Owner thereof for payment prior to
the stated maturity or redemption date thereof either (i) by the Authority and by the Person and/or from the
source specified in a Supplemental Resolution or (ii) without recourse to the Authority by the Person and/or
from the source specified in a Supplemental Resolution.

To the extent from time to time permitted by law, any cap, floor or collar, forward rate, future rate, asset,
swap or index, price or market linked transaction or agreement, other exchange or rate protection transaction
or agreement, other similar transaction (however designated) or any combination thereof, or any option with
respect thereto, executed by the Authority with or guaranteed by a qualified swap counterparty either for
asset or liability management purposes or otherwise pursuant to the Act or other applicable law. For purposes
of this definition, "qualified swap counterparty” means a bank, insurance company or financial institution
rated, or whose long-term obligations of any nature or claims paying ability are rated, at the time of execution
in one of the two highest Rating Categories of any Rating Agency.

At any applicable time, Moody's, S&P, Fitch and any other nationally recognized rating agency, or any of
them, as appropriate; provided, however, that the same maintains at such time a rating on the Bonds at the
request of the Authority.
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Series Certificate

A generic rating category of an applicable Rating Agency without regard to any refinement or gradation of
such rating by a numerical modifier or otherwise.

With respect to any Bond, the principal amount thereof, plus the applicable premium, if any, payable upon
maturity or redemption thereof pursuant to the Resolution and the Supplemental Resolution pursuant to
which the same was issued.

All Bonds constituting the whole or a part of a Series of Bonds delivered on original issuance pursuant to the
Resolution.

The registrar for the Bonds of any Series, and its successor or successors and any other Person which may at
any time be substituted in its place pursuant to the Resolution.

Any obligation of the Authority to make payments to a provider of a Credit Facility in reimbursement of or
as interest on (which interest may be higher than the interest rate on the related Bond) an advance, loan or
other payment made by such provider for the purpose of paying (i) the principal, Sinking Fund Installment,
if any, or Redemption Price of, or interest on, any Bonds, or (ii) the purchase price, plus accrued interest, if
any, of any Bonds tendered pursuant to the provisions of the applicable Supplemental Resolution, but only
to the extent the principal amortization requirements with respect to such reimbursement are equal to the
amortization requirements for such related Bonds, without acceleration. Reimbursement Obligations shall
not include (a) any payments of any fees, expenses, or other similar obligations to any such provider, which
payments shall be Administrative Expenses or (b) any payments pursuant to term-loan or other principal
amortization requirements in reimbursement of any such advance that are more accelerated than the
amortization requirements on such related Bonds, which payments shall be Subordinated Obligations.
Reimbursement Obligations may be evidenced by Bonds designated as Bank Bonds, which may bear a
higher interest rate than the rate borne by the Bonds to which they relate.

(i) any irrevocable, unconditional letter of credit issued by a bank, national banking association or savings
and loan association, (ii) any insurance policy providing substantially equivalent liquidity as an irrevocable,
unconditional letter of credit, and which is issued by a municipal bond or other insurance company, and (iii)
any other similar financial arrangement as determined by Supplemental Resolution, and which is used to
fund all or a portion of the Debt Service Reserve Requirement; provided, however, that at the time of
acceptance by the Authority, the provider's long term obligations of any nature or claims paying ability are
rated, by each Rating Agency then rating any Outstanding Bonds, no lower than the same Rating Category
(for this purpose, taking into account refinements and gradations) as the Bonds are then rated by such Rating
Agency.

The Revolving Credit Agreement dated March 20, 2014, by and among the Authority, Wells Fargo Bank,
National Association, as Bank, and U.S. Bank National Association, as Administrative Agent and as Bank.

Loans made from time to time under the Revolving Credit Agreement.

The Second Program General Bond Resolution adopted by the Authority on April 27, 1998, as from time to
time amended or supplemented by Supplemental Resolutions in accordance with the terms and provisions
thereof.

S&P Global Ratings or any successor then maintaining a rating on any Bonds at the request of the Authority.

The Bonds which mature in annual or semi-annual installments of principal, which need not be equal and
the first installment of which may be deferred, or Bonds so designated in a Supplemental Resolution.

The Series of Bonds authorized by a Supplemental Resolution.

The certificate of determination of the Authority fixing terms, conditions and other details of a Series of
Bonds in accordance with the delegation of power to do so under the General Bond Resolution and under an
applicable Supplemental Resolution.
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As of any date of calculation and with respect to any Bonds of a Series, so long as any Bonds thereof are
Outstanding, the amount of money required by the Resolution or the applicable Supplemental Resolution or
Series Certificate to be paid on a single future date for the retirement of any Outstanding Bonds of said Series
that mature after said future date and which is unsatisfied as determined pursuant to the Resolution, but does
not include any amount payable by the Authority by reason only of the maturity of a Bond.

Each date on which a Sinking Fund Installment is payable on the Bonds, provided that such date shall be a
date on which a Sinking Fund Installment is payable as provided in or pursuant to each Supplemental
Resolution.

The State of Tennessee.

Any evidence of indebtedness (including but not limited to commercial paper), other than Bonds or related
Reimbursement Obligations, issued by the Authority to finance Project Costs of a Project or any other
indebtedness issued, or other obligations entered into (including but not limited to Qualified Swaps not
entered into on a parity with Bonds), pursuant to or as permitted by, and complying with, the provisions of
the Resolution.

Any resolution adopted by the Authority pursuant to and in compliance with the provisions of the Resolution
providing for the issuance of a Series of Bonds, and shall also mean any other resolution adopted pursuant
to and in compliance with the provisions of the Resolution amending or supplementing the provisions of the
Resolution as originally adopted or as theretofore amended or supplemented.

The Bonds so designated in a Supplemental Resolution and payable in part from Sinking Fund Installments.

The bank, trust company or national banking association appointed pursuant to the Resolution to act as trustee
under the Resolution, and its successor or successors and any other bank, trust company or national banking
association at any time substituted in its place pursuant to the Resolution.

With respect to any Capital Appreciation Bonds the date or dates set forth in the Supplemental Resolution
authorizing such Bonds on which specific Accreted Values are assigned to the Capital Appreciation Bonds.

A variable interest rate or rates (or a multiple of a variable rate or rates of interest) to be borne by any Bond
within a Series of Bonds. The method of computing such variable interest rate or rates shall be specified in
the Supplemental Resolution authorizing such Series of Bonds. Such Supplemental Resolution shall also
specify either (i) the particular period or periods of time for which such variable interest rate or rates (or a
multiple of a variable rate or rates of interest) shall remain in effect or (ii) the time or times upon which any
change in such variable interest rate or rates (or a multiple of a variable rate or rates of interest) shall become
effective.

Bonds which bear a Variable Interest Rate but does not include any Bond which, during the remainder of the
term thereof to maturity, bears interest at a fixed rate.
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APPENDIX D

SUMMARY OF CERTAIN PROVISIONS OF THE FINANCING AGREEMENTS

The following is a brief summary of certain provisions of the Financing Agreements, summaries of certain other
provisions of which are contained elsewhere in this Official Statement. This and such other summaries do not purport to be
complete or definitive and are qualified in their entirety by reference to the Financing Agreements, copies of which are
available at the offices of the Authority and the Trustee. For definitions of certain terms used herein, see Appendix C -
“Glossary of Certain Terms”; provided, however, that for purposes of this summary, the term "Resolution" means,
collectively or individually as the context may require, the resolutions of the Authority authorizing the issuance of Debt
including, without limiting the generality of the foregoing, the Higher Educational Facilities Second Program General Bond
Resolution and any resolutions authorizing the issuance of notes or other obligations (including but not limited to
commercial paper), in each case as amended and supplemented pursuant to the provisions thereof.

Approval of Projects and Project Costs

Each Project and Project Costs shall be subject to approval by the Authority upon application therefor made by the
Board in such form, substance and manner as may be prescribed by the Authority.

A Project for an Institution shall be approved by the Authority only if the aggregate of the Fees and Charges
collected by the Institution in the preceding Fiscal Year is no less than two times the amount required for the payment of
the aggregate (without duplication) of (i) the maximum amount of the Annual Financing Charges payable and projected to
be payable with respect to all Projects (including the Project to be approved) for the Institution in any succeeding Fiscal
Year, plus (ii) the maximum amount payable by the Board as First Project Annual Financing Charges with respect to all
First Program Projects for the Institution in any succeeding Fiscal Year, plus (iii) the aggregate of all prior charges,
pledges, liens and claims on or payable from said Fees and Charges with respect to the Institution in any succeeding Fiscal
Year, including but not limited to all prior charges, pledges, liens and claims on or payable from the First Program Fees and
Charges with respect to the Institution.

Project Funding

The Authority will use its best efforts to finance and refinance Project Costs by the issuance of Debt or from other
available funds of the Authority, in a manner and under terms deemed by the Authority in its sole discretion to be in the
best interests of the Institution for which the related Project is undertaken or used.

Project Construction Accounts; Reallocation of Balances

The Authority will establish a separate account (a "Project Construction Account") for each Project prior to or
simultaneously with the issuance of the first Debt to finance related Project Costs. All Bond proceeds determined by the
Authority to be available for the payment of Project Costs, shall be deposited in the respective Project Construction
Accounts unless and to the extent otherwise provided by the Resolution.

The Authority may reallocate funds in any Project Construction Account derived from the sale of short-term Debt
to other Project Construction Accounts as deemed necessary or advisable by the Authority. If long-term Debt has been sold
to finance or refinance a Project, and funds in the related Project Construction Account are determined by the Authority in
its sole discretion to be in excess of the amount needed for completion of the Project, the Authority shall apply such excess
funds to the payment of the next scheduled debt service on Debt for such Project, to the redemption or defeasance of such
Debt, or otherwise as permitted by law to the extent permitted by the Resolution.

Payment of Project Costs

Disbursement of funds on deposit in Project Construction Accounts will be made upon the submission of proper
documentation from the Board approved by the Authority. Submission by the Board of a request for disbursement
constitutes a representation by the Board that the expenses presented for payment constitute proper and valid charges
related to the Project and constitute Project Costs, and that all covenants and representations made to the Authority with
respect to the Project, whether in the Agreement or otherwise, continue to be true, complete and accurate.



Covenants and Representations

The Board covenants and represents with respect to each Project, among other things, that: (a) all necessary
approvals or authorizations by the State (or any agency, subdivision or subentity) with respect to the Project have been or
will be obtained; (b) the Board will neither (i) permit any encumbrance which materially affects the Board's ability to honor
its commitments under the Financing Agreement nor (ii) assign the Financing Agreement or the Board's rights, title or
interest in or to any Project; (c) the Board will operate, maintain and keep, or cause the operation, maintenance and
functioning of, the Project in good repair and condition, including the provision of and payment for necessary utilities and
insurance coverage in accordance with State policy; (d) the Board will comply with all laws, rules and regulations
governing the Institution and the Project; and (e) the Board will take no action, nor will it fail to take any action, which
would cause the Authority to violate any tax covenant with respect to any Project.

Annual Financing Charges; Administrative Fees; and Legislative Appropriations

For a summary of certain provisions of the Financing Agreements relating to the establishment, payment and
subordination of Annual Financing Charges, Administrative Fees and Legislative Appropriations, see "SECURITY AND
SOURCES OF PAYMENT FOR THE BONDS" in the Official Statement.

Interest of Debtholders

The Authority and the Board acknowledge that the existence and terms and provisions of the Agreement serve as
an inducement to Debtholders to purchase, and serve to secure, Debt. Accordingly, all covenants and agreements of the
Authority and the Board under the Financing Agreement are declared therein to be for the benefit of such holders.
Notwithstanding the foregoing, such holders shall have no right under the Financing Agreement to directly enforce the
Financing Agreement, but may do so only to the extent permitted and as provided by the related Resolution.

Assignments

The Board authorizes the Authority to pledge, assign, and transfer its right to receive and collect Annual Financing
Charges, Administrative Fees, and Legislative Appropriations, together with its rights to enforce the Financing Agreement.
The Authority has pledged and assigned the Annual Financing Charges and Legislative Appropriations to the Trustee for
the benefit of the holders of the Bonds and for the application thereof in accordance with the provisions of the Resolution,
and has granted the Trustee the legal right to enforce such pledge and assignment and the provisions of the Agreements
providing for the payment thereof. See "SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION - Pledge and
Assignment of Annual Financing Charges and Legislative Appropriations" in the Official Statement.

Amendment

Any provision of the Financing Agreement may be amended by agreement of the Authority and the Board;
provided, however, that no such amendment shall adversely affect or impair in any way (i) the obligation of the Board to
pay Annual Financing Charges or Administrative Fees, or (ii) the deduction from appropriations, and payment to the
Authority, of Legislative Appropriations required to pay Annual Financing Charges, in the case of each of clauses (i) and
(i) at the times, in the manner and in the amounts provided in the Agreement, or (iii) any provision of the Agreement made
or provided for the purpose of assuring payment of such Annual Financing Charges or Administrative Fees.

Additional Information

The Board agrees to furnish to the Authority such additional information concerning the financial condition of the
Board and any Institution as the Authority may from time to time reasonably request including, without limiting the
generality of the foregoing, as and to the extent that the Authority shall determine that disclosure of such information is
necessary in order to comply with any undertakings made by the Authority pursuant to Rule 15¢2-12 of the Securities and
Exchange Commission or with any other applicable legal requirements.



APPENDIX E

SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION

The following is a brief summary of certain provisions of the Resolution, summaries of certain other provisions of
which are contained elsewhere in this Official Statement. This and such other summaries do not purport to be complete or
definitive and are qualified in their entirety by reference to the Resolution, copies of which are available at the offices of
the Authority and the Trustee. For definitions of certain terms used herein, see Appendix C - “Glossary of Certain Terms.”

Authorization

The Resolution authorizes the issuance of Bonds in Series pursuant to Supplemental Resolutions, for any purpose
authorized by the Act. For a summary of the conditions for the issuance of Bonds and their security and sources of
payment, see "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS" in the Official Statement.

Pledge and Assignment of Annual Financing Charges and Legislative Appropriations

The Annual Financing Charges and Legislative Appropriations, and all rights under the Financing Agreements or
otherwise to receive the same, which are to be transferred to the Funds or Accounts held by the Trustee, if any, are pledged
and assigned to the Trustee for the benefit of the Owners of the Bonds and for the application thereof in accordance with
the provisions of the Resolution, and the Trustee shall have the legal right to enforce such assignment. Regardless of such
pledge and assignment, the Trustee shall have the legal right to enforce the provisions of the Agreements providing for the
payment thereof in the manner provided in the Financing Agreements and the Resolution.

The Authority shall at all times, to the extent permitted by law, defend, preserve and protect the pledge of the
Annual Financing Charges, Legislative Appropriations, and all rights under the Financing Agreements or otherwise to
receive the same, the Financing Agreements, and other moneys, securities, funds and property pledged and assigned under
the Resolution and all the rights of the Bondowners under the Resolution against all claims and demands of all Persons
whomsoever.

Certain Provisions Relating to Credit Facilities, Qualified Swaps and Other Arrangements

The Authority may include such provisions in a Supplemental Resolution authorizing the issuance of a Series of
Bonds secured by a Credit Facility as the Authority deems appropriate, including but not limited to:

1. So long as the Credit Facility provides security and not merely liquidity, that the providers thereof shall
have all or any of the rights and remedies of the Owners of the Bonds to which such Credit Facility relates
and that the related Reimbursement Obligations shall have all or any of the payment, security and other
rights applicable to the Bonds to which such Reimbursement Obligations relate.

2. In the event that the principal, Sinking Fund Installments, if any, and Redemption Price of and interest due
on any Bonds Outstanding shall be paid under the provisions of a Credit Facility, the issuer of such Credit
Facility shall be subrogated to the rights of such Bondowners in accordance with the terms of such Credit
Facility.

3. Interest on any Reimbursement Obligation calculated at any rate, whether or not higher than the interest
rate on the related Bond, and principal amortization requirements with respect to such Reimbursement
Obligation, may be secured by a pledge of and a lien on any of the items pledged in the Resolution for the
security of the Bonds on a parity with the lien created by the Resolution. A Reimbursement Obligation
shall not be secured by the Debt Service Reserve Fund unless the Bonds to which it relates are so secured.
Reimbursement Obligations shall not include any payments of any fees, expenses, indemnification, or
other obligations to any such provider, which payments shall be Subordinated Obligations payable from
the General Fund. All Reimbursement Obligations shall be deemed to be a part of the Series of Bonds to
which the Credit Facility which gave rise to such Reimbursement Obligations relates. Reimbursement
Obligations may be evidenced by Bonds designated as "Bank Bonds."

In connection with the issuance of a Series of Bonds or at any time thereafter so long as a Series of Bonds remains
Outstanding, the Authority may, to the extent from time to time permitted pursuant to law, enter into Qualified Swaps
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relating to such Bonds. The Authority's obligation to make any payment under any Qualified Swap may be secured by a
pledge of, and a lien on, the items pledged in the Resolution for the security of the Bonds on a parity with the lien created
by the Resolution or be payable from or secured by amounts on deposit in the Debt Service Fund or Debt Service Reserve
Fund, or shall constitute Subordinated Obligations payable from the General Fund, as determined by the Authority;
provided, however, that any optional or mandatory termination payments shall constitute Subordinated Obligations. If a
Qualified Swap is payable from and/or secured by the Debt Service Fund and Debt Service Reserve Fund, the Authority
may provide by Supplemental Resolution for a recalculation of the Debt Service Reserve Requirement for any Bonds to
take into account the Authority's debt service payment obligations on such Bonds as affected by such Qualified Swap.

Funds and Accounts

For a description of the flow of funds under the Resolution and of the application of the Debt Service Fund and
Debt Service Reserve Fund, see "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS - Flow of Funds" and “-
Debt Service Reserve Fund" in the Official Statement.

Construction Fund

The Authority shall establish in the Construction Fund, to be held by the State Treasurer or, at the direction of the
State Treasurer, a separate custodian, a separate Account with respect to each Project. As promptly as practicable after the
delivery of any Series of Bonds or Subordinated Obligations to pay Project Costs, the Authority shall deposit into each
Project Construction Account the amount of the proceeds derived from the sale of such Series of Bonds or Subordinated
Obligations, if any, as shall be directed by or pursuant to the Supplemental Resolution or other resolution or indenture
authorizing the issuance thereof. Moneys on deposit in or credited to a Project Construction Account shall be used by the
Authority for payment of the Project Costs of the Project to which the Project Construction Account relates. The Authority
may transfer from a Project Construction Account to the General Fund such amounts as the Authority shall determine is
necessary to pay Administrative Expenses of the Authority chargeable to the Project to which such Project Construction
Account relates.

Upon completion of a Project the moneys, if any, remaining in the Project Construction Account for such Project,
after making provision for the payment of allocable Administrative Expenses and Project Costs then unpaid, either shall be
reallocated by the Authority to other Projects in accordance with the Financing Agreements or shall be applied (or, if the
Debt Service Fund is then held by the Trustee, transferred by the State Treasurer to the Trustee and applied by the Trustee)
as directed by the Authority to the payment of principal, Sinking Fund Installments, if any, or Redemption Price of or
interest on Bonds issued for the related Project.

Capitalized Interest Accounts

The Supplemental Resolution authorizing any Series of Bonds may establish a separate Account within the Debt
Service Fund for each Project. Moneys in the Capitalized Interest Accounts shall be used, to the extent sufficient therefor,
for the purpose of paying interest on the Series of Bonds in respect of which such moneys have been set aside, either
directly therefrom or by transfer to the Debt Service Fund, prior to the payment of such interest from Annual Financing
Charges.

Investment of Funds and Accounts

Moneys in all Funds and Accounts shall be invested in Investment Obligations, except as may be otherwise limited
by Supplemental Resolution.

Unexpended Bond proceeds and all Annual Financing Charges, Administrative Fees, and Legislative
Appropriations, and investment earnings allocable thereto, held in Project Construction Accounts or in other Funds or
Accounts, may be commingled for investment purposes either as a separate fund or as part of a common fund with other
moneys of the Authority or the State, or otherwise; provided that (i) such investments and the income or interest earned,
profits realized or losses suffered thereby shall be allocated and credited to the appropriate Funds or Accounts or otherwise
in accordance with Authority and State policy, and (ii) all Funds and Accounts so commingled for investment purposes
shall nevertheless be accounted for separately as required by the Resolution. Notwithstanding the foregoing, moneys on
deposit with the State Treasurer (other than in connection with defeasance) may be invested at a rate or return fixed from
time to time pursuant to State policy, without the necessity of allocating and crediting any particular investment (but only
an amount invested) and without regard to actual investment, income, interest, profits or losses.



Except as otherwise provided in the Resolution, the Trustee or the State Treasurer, as the case may be, shall sell at
the best price obtainable by the Trustee or the State Treasurer, as the case may be, through its ordinary and customary
practices, or present for redemption or exchange, or as directed in writing by the Authority, any Investment Obligation held
by it in any Fund or Account whenever it shall be necessary in order to provide moneys to meet any pay ment or transfer
from the Fund or Account for which such investment was made.

Certain Covenants of the Authority

For a description of the agreement of the Authority on behalf of the State, pursuant to the Act, see "SECURITY
AND SOURCES OF PAYMENT FOR THE BONDS - Statutory Covenant" in the Official Statement.

Creation of Liens. Until the pledge created in the Resolution shall be discharged and satisfied as provided therein,
the Authority shall not issue any bonds or other evidences of indebtedness, other than the Bonds (or any related
Reimbursement Obligations) secured by a prior or equal pledge of the Annual Financing Charges, Legislative
Appropriations, and all rights under the Financing Agreements or otherwise to receive the same, the Financing Agreements,
or any moneys and securities in the Debt Service Fund and Debt Service Reserve Fund, and shall not create or cause to be
created any lien or charge equal or prior to the Bonds (or any related Reimbursement Obligations) on Annual Financing
Charges Legislative Appropriations, and all rights under the Financing Agreements or otherwise to receive the same, the
Financing Agreements, in each such case except as permitted by the Resolution, or on any moneys and securities in the
Debt Service Fund and Debt Service Reserve Fund.

Tax Exemption. The Authority may include in the applicable Supplemental Resolution for any Series of Bonds any
and all covenants necessary or appropriate to maintain the exclusion from gross income for purposes of federal income
taxation of interest on such Bonds. See "TAX MATTERS" in the Official Statement. The Authority may issue Bonds the
interest on which is not intended to be excluded from gross income, and therefore may be taxable, for purposes of federal
income taxation.

Compliance with and Amendment of Financing Agreements. The Authority will at all times comply with the
covenants, terms and conditions of the Financing Agreements and shall take all steps, actions and proceedings as may be
necessary in order to require compliance by the Boards with the covenants, terms and conditions thereof, the breach of
which would in any way materially adversely affect or impair the obligation of the Boards to pay Annual Financing
Charges and Legislative Appropriations at the times and in the manner and amounts provided in the Financing Agreements.

The Authority will not amend any Financing Agreement in any manner that would materially adversely affect or
impair the obligation of the applicable Board to pay Annual Financing Charges or Legislative Appropriations at such times,
in such manner and in such amounts sufficient, together with other moneys available for the purpose, to pay the principal of
and Sinking Fund Installments and interest on the Bonds as the same becomes due and payable, but re serves the right to
amend the Financing Agreements in any other respect without the consent of any Fiduciary or any Bondowner.

Supplemental Resolutions; Amendments

The Authority may at any time or from time to time adopt Supplemental Resolutions without the consent of
Bondowners and, except as may be agreed to in or in connection with any Credit Facility or Qualified Swap, the provider of
any Credit Facility or Qualified Swap, for any one or more of the following purposes: (1) to authorize Bonds of a Serie s
and, in connection therewith, specify and determine any matters and things relative to such Bonds which are not contrary to
or inconsistent with the Resolution as theretofore in effect; (2) to establish for any Series of Bonds a separate Account in
the Debt Service Reserve Fund which shall be permitted to be applied solely to the payment of Bonds of such Series,
provided that (i) the Bonds of such Series shall have no claim or lien on nor be payable from any other amounts in the Debt
Service Reserve Fund, (ii) the Bonds of such Series shall be excluded from the calculation of the Debt Service Reserve
Requirement for all other Outstanding Bonds, and (iii) the amount required to be on deposit in such separate Accounts shall
be specified or calculated in a manner specified in the Supplemental Resolution authorizing the Bonds of such Series, but in
no event shall such amount, after giving effect to any Reserve Fund Credit Facility deposited in any such separate Account
in the Debt Service Reserve Fund, be in excess of the amount that would otherwise be the Debt Service Reserve
Requirement for such Series of Bonds assuming that such Series of Bonds were the only Series of Bonds Outstanding under
the Resolution; (3) to modify, amend or supplement the Resolution in any manner in order to obtain or provide for or with
respect to a Credit Facility, Reserve Fund Credit Facility or Qualified Swap with respect to any Series of Bonds, so long as
the Authority determines that such Supplemental Resolution does not materially adversely affect the rights of the Owners of
Outstanding Bonds; (4) to add additional covenants and agreements of the Authority for the purpose of further securing the
payment of the Bonds, provided that such additional covenants and agreements are not contrary to or inconsistent with the
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covenants and agreements of the Authority contained in the Resolution as theretofore in effect; (5) to add to the Resolution
any provisions relating to the application of interest earnings in any Fund or Account required by law to preserve the
exclusion from gross income for Federal income tax purposes of interest received on any Bonds then Outstanding or to be
issued or the exemption of interest received on such Bonds from State income taxation; (6) to modify or eliminate any Debt
Service Reserve Requirement in excess of the minimum required therefor as provided in the definition thereof; (7) to
modify, amend or supplement the Resolution in such manner as to permit the qualification hereof under the Trust Indenture
Act of 1939, as amended, or any similar Federal statute, or to permit the qualification of any Bonds for sale under the
securities laws of any of the states of the United States of America, and to add such other terms, conditions and provisions
as may be permitted by said Trust Indenture Act of 1939, as amended, or similar Federal statute; (8) with the consent of the
Trustee, (i) to cure any ambiguity, or defect or inconsistent provision in the Resolution, or (ii) to insert such provisions
clarifying matters or questions arising under the Resolution as are necessary or desirable in the event any such
modifications are not contrary to or inconsistent with the Resolution as theretofore in effect; or to make any other
modification or amendment of the Resolution which the Trustee shall in its sole discretion determine will not have a
material adverse effect on the rights of Bondowners, provided that in making any such determination, the Trustee may
conclusively rely upon a Counsel's Opinion or certificate of any Person deemed by the Trustee in its sole discretion to be
reliable; (9) to comply with the requirements of any Rating Agency in order to maintain or improve a rating on the Bonds
by such Rating Agency; or (10) to modify any of the provisions of the Resolution in any respect whatsoever, provided that
such modification shall be, and be expressed to be, effective only after all Bonds Outstanding at the date of the adoption of
such Supplemental Resolution either shall cease to be Outstanding or the Owners of the requisite percentage of the principal
amount of such Bonds shall have consented thereto.

Any modification or amendment of the Resolution and of the rights and obligations of the Authority and of the
Owners of the Bonds under the Resolution, in any particular, may be made by a Supplemental Resolution, with the written
consent (a) of the Owners of at least fifty-one percent (51%) in principal amount of the Bonds Outstanding at the time such
consent is given, or (b) in case less than all of the several Series of Bonds then Outstanding are affected by the modification
or amendment, of the Owners of at least fifty-one percent (51%) in principal amount of the Bonds of each Series so affected
and Outstanding at the time such consent is given, or (c) in case the modification or amendment changes the amount or date
of any Sinking Fund Installment, of the Owners of one hundred percent (100%) in principal amount of the Bonds of the
particular Series, maturity and interest rate entitled to such Sinking Fund Installment Outstanding at the time such consent
is given; provided, however, that if such modification or amendment will, by its terms, not take effect so long as any Bonds
of any specified like Series and maturity remain Outstanding, the consent of the Owners of such Bonds shall not be required
and such Bonds shall not be deemed to be Outstanding for the purpose of any calculation of Outstanding Bonds. No such
modification or amendment shall (a) permit a change in the terms of redemption or maturity of the principal of any
Outstanding Bond or of any installment of interest thereon or a reduction in the principal amount or the Redemption Price
thereof or in the rate of interest thereon without the consent of the Owner of such Bond, (b) permit the creation of any
pledge, lien, charge or encumbrance of or upon any of the items purported to be pledged pursuant to the Resolution, which
pledge, lien, charge or encumbrance would be prior to, or of equal rank with, the pledge or source of payment for the Bonds
created by the Resolution, without the consent of the Owners of all Outstanding Bonds affected by such change, or deprive
any Owner of any Outstanding Bond of the benefit of such pledge or source of payment for the Bonds, without the consent
of such Owner, except as permitted by the Resolution, (c) create, with respect to the pledge of the items set forth in the
Resolution, a preference or priority of any Bond over any other Bond without the consent of each Owner of a Bond affected
by such change, or (d) reduce the percentages of the Bonds the consent of the Owners of which is required to waive an
Event of Default or otherwise effect any such modification or amendment. For such purposes, a Series shall be deemed to
be affected by a modification or amendment of the Resolution if the same materially adversely affects the rights of the
Owners of Bonds of such Series. The Trustee may in its discretion determine whether or not, in accordance with the
foregoing provisions, Bonds of any particular Series or maturity would be affected by any modification or amendment of
the Resolution and any such determination shall be binding and conclusive on the Authority and all Owners of Bonds. The
Trustee may receive an opinion of counsel, including a Counsel's Opinion, as conclusive evidence as to whether Bonds of
any particular Series or maturity would be so affected by any such modification or amendment of the Resolution.

Notwithstanding anything in the Resolution to the contrary, the consent of Owners of any Series of additional
Bonds to be issued under the Resolution shall be deemed given if the underwriters or initial purchasers for resale thereof
consent in writing to any modification or amendment; provided, however, that such modification, amendment and consent
are disclosed in the official statement or other offering document pursuant to which such Series of additional Bonds is
offered and sold to the public.

For purposes of amendments to the Resolution, but only so long as the Credit Facility provider has not defaulted on
its obligations under the Credit Facility, (i) the provider of a Credit Facility shall be considered the sole Owner of all Bonds
to which such Credit Facility relates, except as otherwise provided in an applicable Supplemental Resolution, and (ii) any
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amendment provision of the Resolution may be waived by such provider with respect to its consent to any amendment, by
an instrument in writing filed with the Authority and the Trustee.

The Authority shall furnish written notice to each Rating Agency of any amendment, change or modification of the
Resolution.

Events of Default

Each of the following events is an "Event of Default": (1) the Authority shall default in the payment of the
principal, Sinking Fund Installments, if any, or Redemption Price of or interest on any Bond when and as the same shall
become due, whether at maturity or upon call for mandatory redemption or otherwise, which default shall continue for a
period of thirty (30) days; (2) the pledge created in the Resolution shall, at any time and for any reason, cease to be in full
force and effect or a judgment or order of any court of competent jurisdiction, or of any arbitrator or panel of arbitrators, as
to which all appeals have been exhausted, shall be rendered which shall declare the pledge to be null and void, or shall
declare that the pledge does not establish in any material respect the lien it purports to establish, or that the pledge is not for
the exclusive benefit of the Owners of the Bonds, except as provided in or permitted by the Resolution; (3) the Authority
shall fail or refuse to comply with the provisions of the Act as then in effect, or shall default in the performance or
observance of any other of the covenants, agreements or conditions on its part contained in the Resolution, any
Supplemental Resolution, or in the Bonds, and such failure, refusal or default shall continue for a period of ninety (90) days
after written notice thereof (specifying such default and requiring that such notice is a "Notice of Default" under the
Resolution) is given to the Authority by the Trustee or to the Authority and the Trustee by the Owners of not less than
twenty-five percent (25%) in principal amount of the Outstanding Bonds; however, in the event that the default be such that
it cannot be corrected within such ninety (90) day period, it shall not constitute an Event of Default if corrective action is
instituted by the Authority within such period and diligently pursued (as determined by the Trustee) until the default is
corrected; (4) a court having jurisdiction in the premises shall enter a decree or order providing for relief in respect of the
Authority or either Board in an involuntary case under any applicable bankruptcy, insolvency, reorganization or other
similar law now or hereafter in effect, or appointing a receiver, liquidator, assignee, custodian, trustee, sequestrator (or
similar official) of the Authority or either Board, or for any substantial part of its property, or ordering the winding -up or
liquidation of its affairs and such decree or order shall remain unstayed and in effect for a period of ninety (90) days; or (5)
the Authority or either Board shall commence a voluntary case under any applicable bankruptcy, insolvency, reorganization
or other similar law now or hereafter in effect, shall consent to the entry of an order for relief in an involuntary case under
any such law, or shall consent to the appointment of or taking possession by a receiver, liquidator, assignee, trustee,
custodian, sequestrator (or similar official) of the Authority or either Board, or for any substantial part of its property, or
shall make any general assignment for the benefit of creditors, or shall fail generally to pay its debts as they become due or
shall take any action in furtherance of the foregoing.

Notwithstanding the foregoing, nothing in the Resolution shall preclude the Authority from seeking and obtaining
from the General Assembly a change in law, to limit, modify, rescind, repeal or otherwise alter the character of the pledged
items or to substitute like or different sources of fees, charges, appropriations or other receipts as pledged revenues if and
when adequate provisions shall be made by law for the protection of the Owners of Outstanding Bonds pursuant to the
proceedings under which the Bonds are issued, including changing or altering the method of establishing fees, charges and
appropriations as contemplated by the Act. The Authority (or the Trustee at the request of the Authority) shall mail to the
Bondowners notice of any such change or alteration pursuant to such proviso. The Authority shall file with the Trustee, or
the Trustee shall retain on file, proof of their respective mailing of such notice to Bondowners. Such change or alteration
shall be deemed conclusively binding upon the Authority, each Fiduciary and the Owners of all Bonds at the expiration of
thirty (30) days after the filing with the Trustee of the proof of the mailing of notice referred to above, except in the event
of a final decree of a court of competent jurisdiction setting aside such change or alteration in a legal action or equitable
proceeding for such purpose commenced within such thirty (30) day period.

Remedies

Upon the happening and continuance of (i) any Event of Default specified in clause (1), (4) or (5) of the first
paragraph under "Events of Default" above, the Trustee shall proceed, and (ii) any other Event of Default, the Trustee may
proceed, and upon the written request of the Owners of not less than twenty-five percent (25%) in principal amount of the
Outstanding Bonds or if the Event of Default arises from the failure of the Authority to duly and punctually perform the tax
covenants contained in the Resolution, twenty-five per centum (25%) in principal amount of the Outstanding Bonds of such
Series affected thereby, shall proceed, in its own name, to protect and enforce its rights and the rights of the Bondowners by
such of the following remedies, as the Trustee, being advised by counsel, shall deem most effectual to protect and enforce
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such rights: (1) by suit, action or proceeding at law or in equity in any court of competent jurisdiction, enforce all rights of
the Bondowners, including the right to require the Authority to enforce the Agreements and collect the Annual Financing
Charges and Legislative Appropriations payable thereunder, or to carry out any other covenant or agreement with
Bondowners under the Resolution and to perform its duties under the Act, the Agreements and the Resolution; (2) bring suit
upon the Bonds; (3) by action or suit, require the Authority to account as if it were the trustee of an express trust for the
Owners of the Bonds; (4) by action or suit, enjoin any acts or things which may be unlawful or in violation of the rights of
the Owners of the Bonds; or (5) in accordance with the provisions of the Act, declare all Bonds due and payable, and if all
defaults shall be made good, then, with the written consent of the Owners of not less than twenty -five percentum (25%) in
principal amount of the Outstanding Bonds, to annul such declaration and consequences, but no such annulment shall
extend to or effect any subsequent default or impair or exhaust any right or power consequent thereon.

All remedies conferred upon or reserved to the Owners of Bonds under the Resolution may be conferred upon and
reserved in lieu thereof to the provider of a related Credit Facility authorized by a Supplemental Resolution. Nothing
herein shall preclude the Authority from providing in an applicable Supplemental Resolution, or in any Credit Facility
authorized thereby, that the exercise of any remedy under the Resolution or the waiver of any Event of Default under the
Resolution by the Trustee or the Owner of any such Bond shall be subject to the prior written consent of the provider of any
related Credit Facility.

No Owner of any Bond shall have any right to institute any suit, action, or other proceeding under the Resolution,
or for the protection or enforcement of any right under the Resolution or any right under law unless such Owner shall have
given to the Trustee written notice of the event of default or breach of duty on account of which such suit, action or
proceeding is to be taken, and unless the Owners of not less than twenty-five percent (25%) in principal amount of the
Bonds then Outstanding shall have made written request of the Trustee after the right to exercise such powers or right of
action, as the case may be, shall have occurred, and shall have afforded the Trustee a reasonable opportunity either to
proceed to exercise the powers herein granted or granted under the law or to institute such action, suit or proceeding in its
name and unless, also, there shall have been offered to the Trustee reasonable security and indemnity against the costs,
expenses and liabilities to be incurred therein or thereby, and the Trustee shall have refused or neglected to comply with
such request within a reasonable time.

In the case of the pendency of any receivership, insolvency, liquidation, bankruptcy, reorganization, arrangement,
adjustment, composition or other judicial proceeding relating to the Authority, the Board or any Institution, or any property
of the Authority, the Board or any Institution, the Trustee (whether or not the principal of the Bonds shall then be due and
payable by acceleration or otherwise, and whether or not the Trustee shall have made any demand upon the Authority for
the payment of overdue principal and interest) shall be entitled and empowered, by intervention in such proceeding or other
means (1) to file and prove a claim for the whole amount of the principal, Redemption Price, if any, and interest owing and
unpaid in respect of the Bonds then Outstanding and to file such other papers or documents as may be necessary or
advisable in order to have the claims of the Trustee (including any claim for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel) and of the Owners allowed in such proceeding; and (2)
to collect and receive any moneys or other property payable or deliverable on any such claims and to distribute the same.

Prior to the declaration of maturity of the Bonds as provided in the Resolution, the Owners of not less than a
majority in aggregate principal amount of the Bonds at the time Outstanding, or their attorneys-in-fact duly authorized, may
on behalf of the Owners of all of the Bonds waive any past default under the Resolution and its consequences, except a
default in the payment of interest on or principal of or premium, if any, on any of the Bonds. No such waiver shall extend
to any subsequent or other default or impair any right consequent thereon.

The Trustee shall promptly mail to the Bondowners notice of each Event of Default under the Resolution known to
the Trustee within fifteen (15) Business Days after knowledge of the occurrence thereof, unless such Event of Default shall
have been remedied or cured before the giving of such notice; provided, however, that, except in the case of default in the
payment of the principal, Sinking Fund Installment, if any, or Redemption Price, if any, of or interest on any of the Bonds,
or in the making of any payment required to be made into the Debt Service Fund or the Debt Service Reserve Fund, the
Trustee shall be protected in withholding such notice if and so long as the board of directors, the executive committee, or a
trust committee of directors or responsible officers of the Trustee in good faith determines that the withholding of such
notice is in the interests of the Bondowners.



Defeasance

Bonds or interest installments for the payment or redemption of which moneys shall have been set aside and shall
be held in trust by the Fiduciaries at the maturity or redemption date thereof shall be deemed to have been paid within the
meaning and with the effect of the Resolution, subject to an election of the Authority to the contrary. Any Outstanding
Bonds of any Series shall, prior to the maturity or redemption date thereof, be deemed to have been paid within the meaning
and with the effect, but subject to such election, of the Resolution if (a) in case any of said Bonds are to be redeemed on
any date prior to their maturity, the Authority shall have given to the Registrar instructions accepted in writing by the
Registrar to give notice of redemption, as provided in the Resolution, on said date of such Bonds (other than Bonds which
have been purchased by a Paying Agent at the direction of the Authority or purchased or otherwise acquired by the
Authority and delivered to a Paying Agent as hereinafter provided prior to the mailing of such notice of redemption), (b)
there shall have been deposited with any Paying Agent either (i) moneys in an amount which shall be sufficient, or (ii)
Defeasance Obligations the principal of and the interest on which when due will provide moneys which, together with the
moneys, if any, deposited with such Paying Agent at the same time, shall be sufficient to pay, when due, the principal or
Redemption Price, if applicable, 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, and (c) in the event said Bonds are not by their terms subject to redemption
within the next succeeding sixty (60) days, the Authority shall have given the Registrar in form satisfactory to it
instructions to mail, as soon as practicable, a notice to the Owners of such Bonds, at their last addresses appearing upon the
registry books at any time (but not more than fifteen (15) days) prior to such mailing, that the deposit required by (b) above
has been made with a Paying Agent and that said Bonds are deemed to have been paid in accordance with this Section and
stating such maturity or redemption date upon which moneys are expected to be available for the payment of the principal
or Redemption Price, if applicable, of said Bonds (other than Bonds which have been purchased by a Paying Agent at the
direction of the Authority or purchased or otherwise acquired by the Authority and delivered to a Paying Agent prior to the
mailing of the notice of redemption referred to in clause (a) hereof). Such Paying Agent shall, as and to the e xtent
necessary, apply moneys held by it pursuant to this Section to the retirement of Bonds in amounts equal to the unsatisfied
balances (determined as provided in Section 604) of any Sinking Fund Installments with respect to such Bonds, all in the
manner provided in the Resolution.

Unclaimed Moneys

Any moneys held by a Fiduciary in trust for the payment and discharge of the principal or Redemption Price of or
interest on any of the Bonds which remain unclaimed for three years (or such other period as may at the time be prescribed
by the laws of the State) after the date when such principal, Redemption Price or interest, respectively, became due and
payable, either at their stated maturity dates or by call for earlier redemption, if such moneys were held by the Fiduciary at
such date, or for three years (or such other period as may be prescribed by the laws of the State) after the date of deposit of
such moneys if deposited with the Fiduciary after the said date when such principal, Redemption Price or interest,
respectively, became due and payable, shall, at the written request of the Authority, be repaid by the Fiduciary to the
Authority, as its absolute property and free from trust, and the Fiduciary shall thereupon be released and discharged with
respect thereto and the Bondowners shall look only to the Authority for the payment of such Bonds.
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APPENDIX F

BOOK-ENTRY ONLY SYSTEM

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the Offered
Bonds. The Offered Bonds will be issued as fully-registered bonds 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 each series of the Offered Bonds, each in the aggregate principal amount
of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities 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 3.5 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 is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. 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 a Standard & Poor’s rating of AA+.

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

To facilitate subsequent transfers, all Offered 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 the Offered 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 Offered Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such
Offered 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.

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. Beneficial Owners
of the Offered Bonds may wish to take certain steps to augment the transmission to them of notices of significant events
with respect to the Offered Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Offered Bond
documents. For example, Beneficial Owners of the Offered Bonds may wish to ascertain that the nominee holding the
Offered Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative,
Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies of notices be
provided directly to them.



Redemption notices shall be sent to DTC. If less than all of the Offered Bonds of a maturity of a series are being
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such maturity of
such series to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Offered Bonds
unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the Authority 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 Offered Bonds are credited on the
record date (identified in a listing attached to the Omnibus Proxy).

Principal, interest and redemption premium, if any, payments on the Offered 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 Authority or any Paying
Agent, on 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 or the Authority or any Paying Agent, subject to any statutory or regulatory requirements as may be in
effect from time to time. Payment of principal, interest and redemption premium, if any, to Cede & Co. (or such other
nominee as may be requested by an authorized representative of DTC) is the responsibility of the Authority or any Paying
Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

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

The Authority 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.

THE FOREGOING INFORMATION CONCERNING DTC AND DTC’S BOOK-ENTRY ONLY SYSTEM HAS
BEEN OBTAINED FROM SOURCES THAT THE AUTHORITY BELIEVES TO BE RELIABLE, BUT THE
AUTHORITY TAKES NO RESPONSIBILITY FOR THE ACCURACY THEREOF. NONE OF THE AUTHORITY,
TRUSTEE, REGISTRAR, PAYING AGENT OR UNDERWRITERS CAN MAKE ANY ASSURANCE THAT DTC OR
THE DTC PARTICIPANTS WILL ACT IN A MANNER DESCRIBED HEREIN, NOR WILL THEY HAVE ANY
RESPONSIBILITY OR OBLIGATION TO THE DTC PARTICIPANTS OR BENEFICIAL OWNERS FOR (1) SENDING
TRANSACTION STATEMENTS; (2) MAINTAINING, SUPERVISING OR REVIEWING, OR THE ACCURACY OF,
ANY RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT,; (3) PAYMENT OR THE TIMELINESS OF
PAYMENT BY DTC ANY DIRECT DTC PARTICIPANT, OR BY ANY DIRECT DTC PARTICIPANT OR INDIRECT
DTC PARTICIPANT TO ANY BENEFICIAL OWNER OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT TO THE PRINCIPAL OR REDEMPTION PREMIUM IF ANY, OR INTEREST ON OFFERED BONDS; (4)
DELIVERY OR TIMELY DELIVERY BY DTC OR ANY DTC PARTICIPANT TO ANY BENEFICIAL OWNER OF
ANY NOTICE (INCLUDING NOTICE OF REDEMPTION) OR OTHER COMMUNICATIONS TO ANY BENEFICIAL
OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE BOND DOCUMENTS TO BE GIVEN
TO BONDHOLDERS; (5) THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE
EVENT OF ANY PARTIAL REDEMPTION OF OFFERED BONDS; OR (6) ANY ACTION TAKEN BY DTC OR ITS
NOMINEE AS THE REGISTERED OWNER OF THE OFFERED BONDS.

So long as Cede & Co. is the registered owners of the Offered Bonds, as nominee for DTC, references in the
Official Statement to the Bondholders or registered owners of the Offered Bonds (other than under the caption “Tax
Matters” in the Official Statement) shall mean Cede & Co. or any other DTC nominee, as aforesaid, and shall not mean the
Beneficial Owners of the Offered Bonds.



APPENDIX G

SUMMARY OF CERTAIN PROVISIONS OF
THE CONTINUING DISCLOSURE UNDERTAKING

The following is a brief summary of certain provisions of the Continuing Disclosure Undertaking. This summary
does not purport to be complete or definitive and is qualified in its entirety by reference to the Continuing Disclosure
Undertaking, copies of which are available at the offices of the Authority. For definitions of certain terms used but not
defined herein, see Appendix C - "GLOSSARY OF CERTAIN TERMS.”

The Authority has authorized a Continuing Disclosure Undertaking (the "Undertaking") with respect to the Offered
Bonds to assist the Underwriters in complying with U.S. Securities and Exchange Commission (“SEC”) Rule 15C2-12 (the
“Rule”). In the Undertaking, the Authority will agree to provide the Annual Financial Information described below with
respect to each fiscal year of the Authority, commencing with the fiscal year ending June 30, 2017, by no later than 7
months after the end of the respective fiscal year, to the Municipal Securities Rulemaking Board ("MSRB").

"Annual Financial Information™ means updated versions of the following financial information and operating data
contained in the Official Statement relating to the Offered Bonds with respect to the Authority, for each fiscal year of the
Authority:

e  Qutstanding Second Program Bonds (see “The Authority — Outstanding Second Program Bonds of the Authority”)

e  Authorized and Outstanding Revolving Credit Loans (see “SECURITY AND SOURCES OF PAYMENT FOR THE
BONDS - Subordinated Obligations; Revolving Credit Loans”)

e Tennessee Consolidated Retirement System financial information and operating data and Higher Education Employer
Contributions (see “TENNESSEE PUBLIC HIGHER EDUCATION — Employee Retirement Benefits™)

e  Other Post-Employment Benefits unfunded liabilities and annual required contributions (see “TENNESSEE PUBLIC
HIGHER EDUCATION - Other Post-Employment Benefits™)

e Appendix B — Selected Statistical Information

The descriptions contained above are of general categories or types of financial information and operating data.
When such descriptions include information that no longer can be generated because the operations to which it related have
been materially changed or discontinued, a statement to that effect will be provided in lieu of such information.

Annual Financial Information will include the annual financial statements of the Authority, audited by such
auditors as shall then be required or permitted by State law (" Audited Financial Statements"), if available, or unaudited
financial statements. If not provided as part of Annual Financial Information by the date referred to above because they are
not available, the Authority will provide Audited Financial Statements, when and if available, to the MSRB. Audited
Financial Statements will be prepared in accordance with generally accepted accounting principles for governmental units
as prescribed by the Governmental Accounting Standards Board, the Financial Accounting Standards Board, or any
successor to the duties and responsibilities of either of them ("GAAP").

Annual Financial Information also will include the annual financial statements of the State, including component
unit reporting of The University of Tennessee system and the Board of Trustees of the University of Tennessee, and of the
State University and Community College System of the State of Tennessee and the Tennessee Board of Regents, showing
information of the type described in the Statement of Net Position and Statement of Revenues, Expenditures and Changes in
Net Position for fiscal year 2013-2014, in each case audited by such auditors as shall then be required or permitted by State
law, if available. If not provided as part of Annual Financial Information by the date referred to above because they are not
available, the Authority will provide such audited financial statements, when and if available, to the MSRB. Such audited
financial statements will be prepared in accordance with GAAP.

In the Undertaking, the Authority also agrees to provide, in a timely manner not in excess of 10 business days after
the occurrence of the event, notice of each of the following events with respect to the Offered Bonds, to the MSRB:

(i) principal and interest payment delinquencies;
(if) non-payment related defaults, if material;

(iii) unscheduled draws on debt service reserves reflecting financial difficulties;
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(iv) unscheduled draws on credit enhancements reflecting financial difficulties;
(v) substitution of credit or liquidity providers, or their failure to perform;

(vi) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations of taxability,
Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations with respect to the
tax status of the Offered Bonds, or other material events affecting the tax status of the Offered Bonds;

(vii) modifications to rights of Offered Bondholders, if material;

(viii) bond calls, if material, and tender offers;

(ix) defeasances;

(x) release, substitution, or sale of property securing repayment of the Offered Bonds, if material;
(xi) rating changes;

(xii) bankruptcy, insolvency, receivership or similar event of the Authority;

(Note to clause (xii): For the purposes of the event identified in clause (xii) above, the event is considered to occur
when any of the following occur: the appointment of a receiver, fiscal agent or similar officer for the Authority in
a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a
court or government authority has assumed jurisdiction over substantially all of the assets or business of the
Authority, or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers
in possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order
confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority having
supervision or jurisdiction over substantially all of the assets or business of the Authority.)

(xiii) the consummation of a merger, consolidation, or acquisition involving the Authority or the sale of all or
substantially all of the assets of the Authority, other than in the ordinary course of business, the entry into a
definitive agreement to undertake such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms, if material; and

(xiv) appointment of a successor or additional trustee or the change of name of a trustee, if material.

The Authority will also provide, in a timely manner, notice of any failure of the Authority to provide the Annual
Financial Information by the date specified above to the MSRB.

Unless otherwise required by the MSRB, all notices, documents and information provided to the MSRB shall be
provided to the MSRB’s Electronic Municipal Markets Access (EMMA) system, the current Internet Web address of which
is www.emma.msrb.org.

All notices, documents and information provided to the MSRB shall be provided in an electronic format as
prescribed by the MSRB (currently, portable document format (pdf) which must be word -searchable except for non-textual
elements) and shall be accompanied by identifying information as prescribed by the MSRB.

The Undertaking will be effective upon the issuance of the Offered Bonds and will terminate upon the legal
defeasance, prior redemption or payment in full of all of the Offered Bonds. The Undertaking, or any provision thereof,
shall be null and void in the event that the Authority (i) receives an opinion of counsel to the effect that those portions of
the Rule which require the Undertaking, or such provision, as the case may be, do not or no longer apply to the Offered
Bonds, whether because such portions of the Rule are invalid, have been repealed, or otherwise, as shall be specified in
such opinion, and (ii) delivers copies of such opinion to the MSRB. The Undertaking may be amended without the consent
of the holders of the Offered Bonds in connection with a change in circumstances that arises from a change in legal
(including regulatory) requirements, a change in law (including rules and regulations) or in interpretations thereof, or a
change in the identity, nature or status of the Authority or the type of business conducted thereby, or if an amendment to the
Rule is adopted, or a new or modified official interpretation of the Rule is issued, which is applicable to the Undertaking, in
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each case subject to certain additional requirements, all as described in the Undertaking. Copies of any such amendment
are required to be delivered to the MSRB.

The provisions of the Undertaking shall constitute a contract with and inure solely to the benefit of the holders
from time to time of the Offered Bonds, except that beneficial owners of Offered Bonds shall be third-party beneficiaries of
the Undertaking and shall be deemed to be holders of Offered Bonds for purposes of the next sentence. The obligations of
the Authority to comply with the provisions of the Undertaking are enforceable by any holder of outstanding Offered
Bonds; the holders' rights to enforce the provisions of the Undertaking are limited solely to a right, by action in mandamus
or for specific performance, to compel performance of the Authority's obligations under the Undertaking. Any failure by
the Authority to perform in accordance with the Undertaking will not constitute a default or an event of default under the
resolutions authorizing the Offered Bonds or State law and shall not result in any acceleration of payment of the Offered
Bonds, and the rights and remedies provided by such resolutions and applicable State law upon the occurrence of such a
default or an event of default shall not apply to any such failure.

The Undertaking shall be construed and interpreted in accordance with the laws of the State, and any suits and
actions arising out of the Undertaking shall be instituted in a court of competent jurisdiction in the State; provided,
however, that to the extent the Undertaking addresses matters of federal securities laws, including the Rule, the
Undertaking shall be construed in accordance with such federal securities laws and official interpretations thereof.
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APPENDIX H

FORM OF PROPOSED OPINION OF BOND COUNSEL

[Closing Date]
Tennessee State School Bond Authority

Nashville, Tennessee

TENNESSEE STATE SCHOOL BOND AUTHORITY
HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BONDS
2017 SERIES A, $247,570,000
2017 REFUNDING SERIES B, $139,740,000
2017 REFUNDING SERIES C (FEDERALLY TAXABLE), $15,150,000

Dear Sirs:

At your request, we have examined into the validity of $247,570,000 principal amount of Higher
Educational Facilities Second Program Bonds, 2017 Series A (the “2017A Bonds”), $139,740,000 principal
amount of Higher Educational Facilities Second Program Bonds, 2017 Refunding Series B (the “2017B
Bonds™) and $15,150,000 principal amount of Higher Educational Facilities Second Program Bonds, 2017
Refunding Series C (Federally Taxable) (“the 2017C Bonds” and, collectively with the 2017A Bonds and
2017B Bonds, the “2017 Bonds), of the Tennessee State School Bond Authority (the “Authority”), a corporate
agency and instrumentality of the State of Tennessee (the “State”).

The 2017 Bonds are issued under and pursuant to the Tennessee State School Bond Authority Act
(Section 49-3-1201 et seq., Tennessee Code Annotated) as amended to date (the “Act”), the Higher
Educational Facilities Second Program General Bond Resolution adopted by the Authority on April 27, 1998,
as amended to date (the “General Resolution”) and a Supplemental Resolution of the Authority adopted on
July 21, 2017 (the “Supplemental Resolution” and, collectively with the General Resolution, the “Resolution”).

We have examined the Constitution and laws of the State; certified copies of proceedings of the
Authority authorizing the issuance of the 2015 Bonds, including the Resolution; a certified copy of a Second
Program Financing Agreement by and between the Authority and the Board of Trustees of The University of
Tennessee (the “Board of Trustees”) dated as of November 1, 1997, as amended and restated as of May 9,
2013; a certified copy of a Second Program Financing Agreement by and between the Authority and the Board
of Regents of the State University and Community College System of the State of Tennessee (the “Board of
Regents” and, together with the Board of Trustees, the “Boards”) dated as of November 1, 1997, as amended
and restated as of May 9, 2013; certified copies of proceedings of the Authority authorizing the execution and
delivery of said Second Program Financing Agreements (collectively, the “Second Program Financing
Agreements”); such other instruments, documents, certificates and proceedings, and applicable law, as we have
considered appropriate for purposes of this opinion; and a specimen 2017 Bond of each series.

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

1. The Authority has the right and power under the Act to adopt the Resolution and the
Resolution has been duly and lawfully adopted by the Authority, is in full force and effect, is
valid and binding upon the Authority and is enforceable against the Authority in accordance
with its terms. The Resolution creates the valid pledge which it purports to create of the
Annual Financing Charges and Legislative Appropriations (as each is defined in the
Resolution), and all rights under the Second Program Financing Agreements or otherwise to
receive the same, and moneys and securities held or set aside under the Resolution, subject to
the application thereof to the purposes and on the conditions permitted by the Resolution.



The 2017 Bonds have been duly and validly authorized and issued in accordance with the
laws of the State, including the Constitution of the State and the Act, and in accordance with
the Resolution, and are entitled to the benefits of the Resolution and of the Act. The 2017
Bonds are valid and binding obligations of the Authority as provided in the Resolution, and
are enforceable against the Authority in accordance with their terms and the terms of the
Resolution, payable solely from the Annual Financing Charges, Legislative Appropriations
and other moneys and securities held or set aside under the Resolution, subject to the
application thereof to the purpose and on the conditions permitted by the Resolution. The
Authority reserves the right to issue additional bonds on the terms and conditions, and for the
purposes, provided in the General Resolution, on a parity of payment and security with the
2017 Bonds; provided, however, that as permitted by the General Resolution, certain series of
bonds issued thereunder may not be payable from or secured by the Debt Service Reserve
Fund on the same basis as others, and may not have any amount made available under the
Resolution as a debt service reserve therefor (which initially is the case with the 2017 Bonds).
The Authority has no taxing power, the State is not liable on the 2017 Bonds and the 2017
Bonds are not a debt of the State.

The Second Program Financing Agreements have been duly authorized, executed and
delivered by the Authority and, assuming due authorization, execution and delivery by the
other parties thereto, constitute valid contractual obligations of the Authority. You have
received opinions of counsel to the Board of Regents and counsel to the Board of Trustees to
the effect that the respective Second Program Financing Agreements have been duly executed
and delivered by the respective Boards and constitute valid contractual obligations thereof,
and we express no opinion herein with respect thereto. The State has not waived the
immunity of the State (including, for this purpose, the Authority and the Boards) from suit or
extended its consent to be sued with respect to the Second Program Financing Agreements.
Accordingly, monetary actions against the State (including the Authority and the Boards) for
breach of contractual obligations relating to the Financing Agreements may be heard and
determined under current law exclusively in the Tennessee Claims Commission, an
administrative tribunal, where liability may be limited to actual damages and certain costs.

Under the existing laws of the State, the 2017 Bonds and income therefrom are free from
taxation by the State or any county, municipality or political subdivision of the State, except
for estate and gift taxes and taxes on transfers, and except to the extent such interest may be
included within the measure of privilege taxes imposed pursuant to the laws of the State.

Under existing statutes and court decisions, (i) interest on the 2017A Bonds and 2017B
Bonds is excluded from gross income for Federal income tax purposes pursuant to Section
103 of the Internal Revenue Code of 1986, as amended to the date hereof (the “Code”), and
(i) interest on the 2017A Bonds and 2017B Bonds is not treated as a preference item in
calculating alternative minimum taxable income for purposes of the alternative minimum tax
applicable to individuals and corporations; such interest, however, is included in the adjusted
current earnings of certain corporations for purposes of calculating the alternative minimum
tax imposed on such corporations. In rendering the opinions in this paragraph 6, we have
relied upon and assumed (i) the material accuracy of the representations, statements of
intention and reasonable expectations, and certification of fact, contained in certifications
delivered on the date hereof by the Authority, the Boards and others with respect to the use of
proceeds of the 2017B Bonds and the investment of certain funds, and other matters affecting
the exclusion of interest on the 2017A Bonds and 2017B Bonds from gross income for
Federal income tax purposes under Section 103 of the Code, and (ii) compliance by the
Authority and the Boards with certain ongoing covenants to comply with applicable
requirements of the Code to assure the exclusion of the interest on the 2017A Bonds and
2017B Bonds from gross income under Section 103 of the Code.

Interest on the 2017C Bonds is included in gross income for Federal income tax purposes.



The opinions expressed in paragraphs 1, 2 and 3 above are subject to applicable bankruptcy,
insolvency, reorganization, moratorium and other laws heretofore or hereafter enacted affecting creditors’
rights, and are subject to the application of principles of equity relating to or affecting the enforcement of
contractual obligations, whether such enforceability is considered in a proceeding in equity or at law.

We express no opinion herein as to (i) Federal, state or local tax consequences arising with respect to
the 2017 Bonds, or the ownership or disposition thereof, except as stated in paragraphs 4, 5 and 6 above, (ii)
Federal, state or local tax matters to the extent affected by any action hereafter taken or not taken in reliance
upon an opinion of counsel other than ourselves, or (iii) the accuracy, adequacy, sufficiency or completeness
of the Official Statement (or any update or amendment thereof or supplement thereto) of the Authority relating
to the 2017 Bonds, or any other financial or other information which has been or may be supplied to purchasers
or prospective purchasers of the 2017 Bonds.

This letter is rendered solely with regard to the matters expressly opined on above and does not
consider or extend to any documents, agreements, representations or other material of any kind not specifically
opined on above. No other opinions are intended nor should they be inferred.

This letter is issued as of the date hereof, and we assume no obligation to update, revise or supplement
this letter to reflect any action hereafter taken or not taken, or any facts or circumstances that may hereafter
come to our attention, or changes in law or in interpretations thereof, that may hereafter occur, or for any other
reason.

Very truly yours,
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NOTICE OF SALE

Dated August 26, 2010

Tennessee State School Bond Authority

Higher Educational Facilities Second Program Bonds

$2*26,925,000* 2010 Series A
$18,130,000 2010 Series B (Federally Taxable)

Electronic Bids, as Described Herein
Will Be Accepted Until

9:30 a.m. Central Time™
for the 2010 Series A Bonds

and

10:00 a.m. Central Time™
for the 2010 Series B (Federally Taxable) Bonds

on September 1, 2010™

Subject to change both before and after award as provided herein.
Subject to change before the sale date and time as provided herein.




CONTACTS

Issuer

Tennessee State School Bond Authority
Mary-Margaret Collier

Director of State and Local Finance

Suite 1600 James K. Polk Building
Nashville, TN 37243-0273

Jacqueline Felland

Bond Accountant, Office of State and Local Finance
State of Tennessee

Suite 1600 James K. Polk Building

Nashville, TN 37243 0273

Bond Counsel

Hawkins Delafield & Wood LLP
Steven I. Turner

One Chase Manhattan Plaza

New York, NY 10005

Financial Advisor
Public Financial Management, Inc.
Lauren Lowe

530 Oak Court Drive, Suite 160
Memphis, TN 38117-3722

BiDCOMP " /Parity®

Customer Service

i-Deal Prospectus

Customer Service

(615) 747-5370
Fax: (615) 741-5986
mary.margaret.collier@state.tn.us

(615) 747-5373
Fax: (615) 741 5986
jacqueline.felland. @tn.gov

(212) 820-9462
Fax: (212) 820-9615
sturner@hawkins.com

(901) 682-8356
Fax: (901) 682-8386
lowel@pfm.com

(212) 849-5021

(212) 849-5024



NOTICE OF SALE

Dated August 26, 2010

Tennessee State School Bond Authority

Higher Educational Facilities Second Program Bonds
$226,925,000" 2010 Series A
$18,130,000 2010 Series B (Federally Taxable)

NOTICE IS HEREBY GIVEN that electronic bids will be received at the place, on the date
and until the respective times specified below for the purchase of all, but not less than all, of
(i) both the $226,925,000" Higher Educational Facilities Second Program Bonds, 2010 Series A
(the “Series A Bonds”), and/or (ii) separately, the $18,130,000* Higher Educational Facilities
Second Program Bonds, 2010 Series B (Federally Taxable) (the “Series B Bonds” and, together
with the Series A Bonds, the “Offered Bonds”), to be issued by the Tennessee State School Bond
Authority (the “Authority”).

DATE: Wednesday, September 1, 2010~

TIME: Series A Bonds: 9:30 a.m. Central Time™
Series B Bonds: 10:00 a.m. Central Time

ELECTRONIC BIDS: May be submitted only through Parity® as described below.
No other form of bid or provider of electronic bidding
services will be accepted.

The Offered Bonds are more particularly described below and in the Preliminary Official
Statement dated August 26, 2010 (the “Preliminary Official Statement”) relating to the Offered
Bonds, available at the i-Deal Prospectus website, www.i-dealprospectus.com. For assistance in
obtaining the Preliminary Official Statement from this website, contact i-Deal Prospectus'
customer service or Public Financial Management, Inc. See the Contacts page of this Notice of
Sale.

Prior to accepting bids, the Authority reserves the right to change the aggregate or annual
principal amounts of the Offered Bonds or the terms of the Offered Bonds, and to postpone the
sale to a later date or time or to cancel the sale. Notice of a change, postponement or
cancellation will be announced via Thomson Municipal Market Monitor News Service at the
website address www.tm3.com not later than 12:00 Noon, Central Time, on the day preceding the
bid opening or, in the case of a cancellation, at any time prior to the receipt of bids. If the sale is
postponed, a later public sale may be held on such date and at such time as shall be announced at
least forty-eight (48) hours in advance via Thomson Municipal Market Monitor News Service at
the website address www.tm3.com. Consideration of the bids and the award of the Offered
Bonds will be completed within six (6) hours after the bids are received. The Authority also
reserves the right to adjust the principal amount of the Offered Bonds offered and to cancel the

Subject to change both before and after award as provided herein.
Subject to change before the sale date and time as provided herein.
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sale of the Offered Bonds after the bids are opened as further described herein under
“ADJUSTMENTS OF AMOUNTS AND MATURITIES AFTER AWARD”.

[Balance of page intentionally left blank;
Bidding Parameters Tables follow.]



SERIES A BONDS BIDDING PARAMETERS TABLE

Page Page
Description No. Description No.
DATES REDEMPTION
Dated Date: Delivery Date 5 Optional: On or after May 1,
Delivery Date: On or about September 2018 at 100% 5
15, 2010 11 | Mandatory: Each sinking fund
INTEREST installment date for
Interest Payment Dates:  May 1 and November 1 5 term bonds at 100% 5
First Interest Payment: May 1, 2011 5 PRICING
Coupon Multiples: 1/8 or 1/20 of 1% 8 Max. Reoffering Price:
Maximum Coupon: 5.50% 8 Each Maturity: N.A. 8
Minimum Coupon: N.A. 8 Aggregate: 110.0% 8
Maximum TIC: 5.50% 8 Min. Reoffering Price:
PRINCIPAL Each Maturity: 98.5% 8
Adjustments Increases: Aggregate: 99.0% 8
Each Maturity: + 15% or $500,000, PROCEDURAL
whichever is greater 9 Bid Submission: PARITY® only 1,7
Aggregate: +10% 9 All or None?: Yes 7
Adjustments Decreases: Bid Award Method: Lowest TIC 8
Each Maturity: - 15% or $500,000, Bid Confirmation: Fax signed PARITY®
whichever is greater 9 screen 7
Aggregate: -10% 9 Award of Bid: Within 6 hours 1,8
Term Bonds: One or more on or after Good Faith Deposit: $2,270,000 10
May 1, 2018 (sinking
fund installments must
equal amortization) 5
PRINCIPAL MATURITIES
Year Principal, Year Principal_
(May 1) Amount (May 1) Amount
2011 NC $ 6,125,000 2026 T $ 9,060,000
2012 NC 9,880,000 2027 T 9,380,000
2013 NC 10,075,000 2028 T 9,710,000
2014 NC 10,275,000 2029 T 10,070,000
2015 NC 10,535,000 2030 T 10,450,000
2016 NC 10,800,000 2031 T 2,365,000
2017 NC 11,120,000 2032 T 2,460,000
2018 T 11,455,000 2033 T 2,565,000
2019 T 11,800,000 2034 T 2,675,000
2020 T 12,155,000 2035 T 2,790,000
2021 T 8,420,000 2036 T 2,930,000
2022 T 8,695,000 2037 T 3,075,000
2023 T 8,975,000 2038 T 3,230,000
2024 T 9,290,000 2039 T 3,390,000
2025 T 9,615,000 2040 T 3,560,000
NC: Non-callable.
T: May be designated as sinking fund installments for term maturity or maturities.

If numerical (excluding page numbers) or date references contained in the body of this Notice of Sale conflict with the Bidding
Parameters Table, the body of this Notice of Sale shall control. Consult the body of this Notice of Sale for a detailed explanation
of the items contained in the Bidding Parameters Table, including interpretation of such items and methodologies used to

determine such items.

~

Subject to change both before and after award as provided herein.




SERIES B BONDS BIDDING PARAMETERS TABLE

Page Page
Description No. Description No.
DATES REDEMPTION
Dated Date: Delivery Date 5 Optional: On or after May 1,
Delivery Date: On or about September 2020 at 100% 5
15, 2010 11 | Mandatory: Each sinking fund
INTEREST installment date for
Interest Payment Dates:  May 1 and November 1 5 term bonds at 100% 5
First Interest Payment: May 1, 2011 5 PRICING
Coupon Multiples: 1/8 or 1/20 of 1% 8 Max. Reoffering Price:
Maximum Coupon: 7.00% 8 Each Maturity: 110.0% 8
Minimum Coupon: N.A. 8 Aggregate: 108.0% 8
Maximum TIC: 7.00% 8 Min. Reoffering Price:
PRINCIPAL Each Maturity: 98.5% 8
Adjustments Increases: Aggregate: 99.0% 8
Each Maturity: + 15% or $500,000, PROCEDURAL
whichever is greater 9 Bid Submission: PARITY® only 1,7
Aggregate: +10% 9 All or None?: Yes 7
Adjustments Decreases: Bid Award Method: Lowest TIC 8
Each Maturity: - 15% or $500,000, Bid Confirmation: Fax signed PARITY®
whichever is greater 9 screen 7
Aggregate: -10% 9 Award of Bid: Within 6 hours 1,8
Term Bonds: One or more on or after Good Faith Deposit: $180,000 10
May 1, 2020 (sinking
fund installments must
equal amortization) 5
PRINCIPAL MATURITIES
Year Principal, Year Principal_
(May 1) Amount (May 1) Amount
2011 NC $245,000 2026 T $715,000
2012 NC 395,000 2027 T 755,000
2013 NC 400,000 2028 T 800,000
2014 NC 410,000 2029 T 850,000
2015 NC 425,000 2030 T 900,000
2016 NC 435,000 2031 T 510,000
2017 NC 455,000 2032 T 545,000
2018 NC 470,000 2033 T 580,000
2019 NC 495,000 2034 T 615,000
2020 T 520,000 2035 T 650,000
2021 T 545,000 2036 T 695,000
2022 T 575,000 2037 T 735,000
2023 T 605,000 2038 T 780,000
2024 T 640,000 2039 T 830,000
2025 T 675,000 2040T 880,000
NC: Non-callable.
T: May be designated as sinking fund installments for term maturity or maturities.

If numerical (excluding page numbers) or date references contained in the body of this Notice of Sale conflict with the Bidding
Parameters Table, the body of this Notice of Sale shall control. Consult the body of this Notice of Sale for a detailed explanation
of the items contained in the Bidding Parameters Table, including interpretation of such items and methodologies used to

determine such items.

~

Subject to change both before and after award as provided herein.




THE OFFERED BONDS
General

The Offered Bonds will be dated as of the Dated Date shown on the respective Bidding
Parameters Table, will be issued in denominations of $5,000 or integral multiples thereof, and
will bear interest from their date at the annual rate or rates specified by the successful bidder,
subject to the limitations specified below, payable as shown on the respective Bidding
Parameters Table. Interest payable on the Offered Bonds will be computed on the basis of a
360-day year of twelve (12) 30-day months. The Offered Bonds must meet the criteria shown on
the respective Bidding Parameters Table on a maturity and aggregate basis.

The Offered Bonds will mature on the month and day, in the years and in the principal
amounts shown on the respective Bidding Parameters Table as either serial bonds or as term
bonds with sinking fund installments as described under “Designation of Term Bonds;
Mandatory Sinking Fund Redemption” below, subject to change before the sale date and time as
provided above and after award as provided in “ADJUSTMENTS OF AMOUNTS AND
MATURITIES AFTER AWARD” below.

Designation of Term Bonds; Mandatory Sinking Fund Redemption

Bidders for the Series A Bonds or the Series B Bonds may, at their option, combine
consecutive principal amounts payable on or after the date indicated on the respective Bidding
Parameters Table as maturities that may be designated as sinking fund installments for one or
more term bonds bearing interest at the same rate. Each such term bond will be subject to
mandatory sinking fund redemption commencing on the principal payment date of the first year
which has been combined to form such term bond and continuing on the principal payment date
in each year thereafter until the stated maturity date of such term bond, which will be the last
year combined to form such term bond. The amount redeemed in any year will be equal to the
principal amount for such year as set forth in the amortization schedule for the Offered Bonds
shown in the respective Bidding Parameters Table, subject to change before the sale date and
time as provided above and after award as provided in “ADJUSTMENTS OF AMOUNTS AND
MATURITIES AFTER AWARD” below. Offered Bonds to be redeemed in any year by
mandatory sinking fund redemption will be redeemed at par and will be selected from among the
Offered Bonds of the same series and maturity by lot in the case of the Series A Bonds and pro
rata in the case of the Series B Bonds.

Optional Redemption

The Series A Bonds maturing on or before May 1, 2018 will not be subject to optional
redemption prior to their respective maturity dates. The Series A Bonds maturing on or after
May 1, 2019 may be redeemed prior to their respective maturity dates at the option of the
Authority on and after May 1, 2018, in whole or in part at any time at the redemption price of
100% of the principal amount of the Series A Bonds or portions thereof to be redeemed, together
with accrued interest thereon to the redemption date.

The Series B Bonds maturing on or before May 1, 2020 will not be subject to optional
redemption prior to their respective maturity dates. The Series B Bonds maturing on or after
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May 1, 2021 may be redeemed prior to their respective maturity dates at the option of the
Authority on and after May 1, 2020, in whole or in part at any time at the redemption price of
100% of the principal amount of the Series B Bonds or portions thereof to be redeemed, together
with accrued interest thereon to the redemption date.

SECURITY

The Offered Bonds will be special obligations of the Authority payable from and secured
by a pledge of and a lien on Annual Financing Charges and Legislative Appropriations payable
to the Authority by the Board of Trustees of The University of Tennessee and the Tennessee
Board of Regents of the State University and Community College System of the State of
Tennessee pursuant to separate Second Program Financing Agreements, and other moneys held
or set aside under the Authority’s Higher Educational Facilities Second Program General Bond
Resolution as amended or supplemented, subject to the application thereof to the purposes and
on the conditions permitted thereby. The Authority may issue additional bonds on a parity of
payment and security with the Offered Bonds. Payments by such Boards of Annual Financing
Charges, Legislative Appropriations and other amounts under the Financing Agreements are
subordinate in all respects to the payment by such Boards of similar obligations under the First
Program Financing Agreements with the Authority which support bonds issued by the Authority
under the First Program General Bond Resolution. The Authority has no taxing power, the
State of Tennessee is not liable on the Offered Bonds and the Offered Bonds are not a debt
of the State of Tennessee. For a fuller description of the security and sources of payment for
the Offered Bonds, see the Preliminary Official Statement.

FORM AND PAYMENT

The Offered Bonds will be issued in fully registered book-entry only form, and a bond
certificate for each maturity will be issued to The Depository Trust Company, New York, New
York (“DTC”), registered in the name of its nominee, Cede & Co., and immobilized in its
custody. A book-entry system will be employed to evidence ownership of the Offered Bonds,
with transfers of ownership effected on the records of DTC and its participants pursuant to rules
and procedures adopted by DTC and its participants. Principal of, premium, if any, and interest
on the Offered Bonds will be payable by the Authority to DTC or its nominee as registered
owner of the Offered Bonds. Transfer of principal, premium, if any, and interest payments to the
beneficial owners by participants of DTC will be the responsibility of such participants and other
nominees of beneficial owners. The Authority will not be responsible or liable for payments by
DTC to its participants or by DTC participants to beneficial owners or for maintaining,
supervising or reviewing the records maintained by DTC, its participants or persons acting
through such participants. Beneficial owners will be entitled to receive Offered Bond certificates
only under the limited circumstances described in the Preliminary Official Statement.

BIDDING PROCEDURE; CONFIRMATION OF BID

Only electronic bids submitted via Parity® for the Offered Bonds will be accepted. No
other provider of electronic bidding services will be accepted. No bid delivered in person or by
facsimile directly to the Authority will be accepted. Bidders are permitted to submit bids for



(i) the Series A Bonds, and/or (ii) separately, the Series B Bonds, during the respective bidding
time period, provided they are eligible to bid as described under “ELIGIBILITY TO BID”.

Each electronic bid submitted via Parity® for the purchase of Offered Bonds shall be
deemed an offer to purchase such Offered Bonds in response to this Notice of Sale, and shall be
binding upon the bidder as if made by a signed, sealed bid delivered to the Authority. The
successful bidder must confirm the details of such bid by a signed Parity® Bid Form delivered by
fax to (615) 741-5986 no later than one hour after being notified by the Authority of being the
winning bidder, the original of which must be received by the Director of State and Local
Finance on the following business day at the address shown on the Contacts page of this Notice
of Sale. Failure to deliver this confirmation does not relieve the winning bidder of its obligation
to complete the purchase of the Offered Bonds bid for.

ELECTRONIC BIDDING

The use of Parity® electronic bidding shall be at the bidder's risk and expense, and the
Authority shall have no liability with respect thereto. The Authority is using electronic bidding
as a communications medium and Parity® is not acting as the Authority's agent.

If any provisions of this Notice of Sale conflict with information provided by Parity®, this
Notice of Sale shall control. The Authority is not bound by any advice or determination of
Parity® as to whether any bid complies with the terms of this Notice of Sale. The time as
maintained by Parity® shall constitute the official time with respect to all bids submitted.

By submitting a bid for Offered Bonds, a prospective bidder represents and warrants to
the Authority that such bidder’s bid for the purchase of such Offered Bonds is submitted for and
on behalf of such prospective bidder by an officer or agent who is duly authorized to bind the
prospective bidder to a legal, valid and enforceable contract for the purchase of such Offered
Bonds.

ELIGIBILITY TO BID

The Authority does not have a registration requirement for prospective bidders.
However, bidders submitting electronic bids must be contracted customers of the BIDCOMP™
competitive bid calculation system and should promptly contact Parity® directly for information
about Parity® and BiDCOMP™, including its rules and fees, and becoming a contracted
customer. (See the Contacts page of this Notice of Sale.) By contracting with BIDCOMP™, a
prospective bidder is not obligated to submit a bid in connection with the sale.

CONTENTS OF BID, INTEREST RATES AND BID PRICES

Bidders may bid for (i) the Series A Bonds, and/or (ii) by separate bid, for the Series B
Bonds. Bidders must bid for all maturities of the Offered Bonds bid for. Each bid must specify
(1) an annual rate of interest for each maturity of the Series A Bonds or Series B Bonds bid for,
(2) the reoffering price or yield of each maturity and (3) a dollar purchase price for the entire
series of the Series A Bonds or Series B Bonds bid for.



Each bid for the Offered Bonds must meet the criteria shown on the respective Bidding
Parameters Table. Any number of interest rates may be named, but the Offered Bonds of the
same series and maturity must bear interest at the same single rate.

Each bidder for the Series A Bonds and for the Series B Bonds must specify, as part of its
bid, the prices or yields at which the respective Offered Bonds of each maturity bid for will be
offered (and at which a substantial amount —i.e., at least 10% — of the Series A Bonds will be
sold) to the public. The reoffering price for the Offered Bonds of each maturity of each series
may not be more than the Maximum Reoffering Price — Each Maturity percentage, or less than
the Minimum Reoffering Price — Each Maturity percentage, shown on the respective Bidding
Parameters Table times the respective principal amount of the Offered Bonds of that series and
maturity. The aggregate reoffering prices of the Offered Bonds of each series may not be more
than the Maximum Reoffering Price — Aggregate, or less than the Minimum Reoffering Price —
Aggregate, shown on the respective Bidding Parameters Table times the respective principal
amount of such Offered Bonds. Such initial reoffering prices, among other things, will be used
by the Authority to calculate the final aggregate principal amount and principal amount of each
maturity of the Offered Bonds of each series, as well as the yield for federal tax purposes of the
Series A Bonds, but will not be used in computing the bidders' true interest costs.

As promptly as reasonably possible after bids for the Series A Bonds and the Series B
Bonds are received, the Authority will notify the respective successful bidder for such Offered
Bonds that it is the apparent winner. Upon such notice, such bidder must confirm to the
Authority the initial reoffering prices and Underwriters’ discounts by maturity for the Offered
Bonds bid for. The initial reoffering prices and Underwriters’ discount for each maturity
confirmed to the Authority will be used by the Authority to calculate the final annual principal
amounts. See “ADJUSTMENTS OF AMOUNTS AND MATURITIES AFTER AWARD”
below. Reoffering prices of the Series A Bonds also must be confirmed as described under
“REOFFERING PRICE CERTIFICATE” below.

AWARD

The Authority expects to award the Series A Bonds and the Series B Bonds to the
winning bidders within six (6) hours of the respective bid opening. Bids may not be withdrawn
prior to the award. Unless all bids for the Series A Bonds or the Series B Bonds are rejected, the
respective Offered Bonds will be awarded to the bidders therefor whose bids comply with this
Notice of Sale and result in the lowest true interest cost (“TIC”) to the Authority. The TIC
(expressed as an annual rate) for the Series A Bonds and, separately, for the Series B Bonds will
be determined as being twice the semi-annual discount rate, compounded semi-annually, which,
when applied against principal of and interest on the respective Offered Bonds as due, will equal
the sum of such discounted payments to the aggregate purchase price for such Offered Bonds, as
provided by the respective bidder on the PARITY® Bid Form. The TIC shall be calculated from
the Dated Date of the Offered Bonds, which for this purpose shall be the Delivery Date specified
in the Bidding Parameters Tables. If two or more bidders offer to purchase the Series A Bonds
or the Series B Bonds at the same lowest TIC (rounded to six (6) places after the decimal point),
the Series A Bonds or the Series B Bonds, as the case may be, may be apportioned between such
bidders if it is agreeable to each of such bidders, and if apportionment is not acceptable to such



bidders, the Authority reserves the right to award such Offered Bonds to one of such bidders.
There will be no auction.

ADJUSTMENTS OF AMOUNTS AND MATURITIES AFTER AWARD

The aggregate principal amount of the Series A Bonds and of the Series B Bonds, and the
principal amount of each maturity thereof, are subject to adjustment by the Authority after the
award of such Offered Bonds to the respective successful bidder. Changes to be made after the
award will be communicated to the successful bidder therefor directly by 10:00 a.m., Central
Time, on the day following the sale.

The Authority may increase or decrease the aggregate principal amount of the Series A
Bonds or the Series B Bonds, or the aggregate principal amount of any maturity thereof, by no
more than the individual maturity or aggregate principal percentages shown in the respective
Bidding Parameters Table from the respective amounts bid on. The Authority will consult with
the respective successful bidder for such Offered Bonds before adjusting the amount of any
maturity of such Offered Bonds; however, the Authority reserves the sole right to make
adjustments within the limits described above.

Adjustments within the limits described above will not relieve the purchasers from their
obligation to purchase all of the respective Offered Bonds, assuming all other conditions of this
Notice of Sale have been satisfied by the Authority.

In the event that the principal amount of any maturity of the Offered Bonds is revised
after the award, the interest rate and reoffering price for each maturity and the Underwriter's
Discount on the Series A Bonds or the Series B Bonds, as the case may be, shall be held
constant. The “Underwriter's Discount” shall be the difference between the dollar purchase price
submitted by the bidder for the purchase of all of the Series A Bonds or the Series B Bonds, as
the case may be, and the total dollar price at which all of such Offered Bonds will be offered to
the public, calculated from information provided by the bidder, divided by the number of such
Offered Bonds. (The number of Offered Bonds equals the par amount of Offered Bonds divided
by 1,000.)

RIGHT OF REJECTION

The Authority reserves the right, in its discretion, to reject any and all bids and to waive
any irregularity or informality in any bid.

RIGHT OF CANCELLATION

The successful bidder for any Offered Bonds will have the right, at its option, to cancel
its obligation to purchase if the Authority fails to deliver such Offered Bonds within 60 days
from the date of sale, and in such event the successful bidder will be entitled to the return of an
amount equal to the good faith deposit but without any additional liability to the Authority.



GOOD FAITH DEPOSIT

The successful bidder for the Series A Bonds and for the Series B Bonds is required to
submit the good faith amount shown in the Bidding Parameters Table (the “Good Faith
Amount”) to the Authority in the form of a wire transfer in federal funds, as instructed by the
Authority’s Financial Advisor, not later than two hours after the verbal award is made. If such
wire transfer deposit is not received by the Authority by that time, the bid of such apparent
winning bidder may be rejected and the Authority may direct the next lowest bidder(s) for the
respective Offered Bonds to submit a good faith deposit and thereafter may award the sale of
such Offered Bonds to them. The cover bidder shall hold its bid constant until two hours after
the initial verbal award is made or, if earlier, the time the apparent winning bidder’s good faith
deposit is received, as advised by the Authority’s Financial Advisor.

In the event that the original apparent winning bidder does not comply with the good
faith deposit requirements and another bidder complies with the good faith deposit requirements
as described herein, or in the event no bidder complies with the good faith deposit requirements
as described herein, the original apparent winning bidder is obligated to promptly pay to the
Authority, as liquidated damages for its failure to timely comply with the terms of this Notice of
Sale and of its bid, a sum equal to the difference between the true interest cost of the original
apparent winner and of the ultimate winner, or the Good Faith Amount, respectively.
Submission of a bid to purchase Offered Bonds shall constitute acknowledgement and
acceptance of the terms of the good faith deposit requirements, including liquidated damages,
as provided herein.

The good faith deposits so wired will be deposited and held by the Authority until the
delivery of the respective Offered Bonds, at which time each good faith deposit will be applied
against the respective purchase price of such Offered Bonds or such good faith deposit will be
retained by the Authority as partial liquidated damages in the event of the failure of the
successful bidder to take up and pay for such Offered Bonds in compliance with the terms of the
Notice of Sale and of its bid. No interest on the good faith deposits will be paid by the
Authority. The balance of the purchase price must be wired in federal funds, to the account
specified by or on behalf of the Funding Board, simultaneously with delivery of such Offered
Bonds.

REOFFERING PRICE CERTIFICATE

Each successful bidder for Series A Bonds will be required to provide to the Authority,
by a certificate satisfactory to the Authority in form and substance and dated the date of and
delivered simultaneously with delivery of the Series A Bonds, the reoffering prices to the public
(excluding bond houses, brokers or similar persons or organization acting in the capacity of
underwriters or wholesalers) for each maturity of the Series A Bonds at which a substantial
amount (i.e. at least 10%) of such Series A Bonds were sold and the maturities of the Series A
Bonds less than 10% of which were sold to the public, if any.
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PRELIMINARY OFFICIAL STATEMENT AND FINAL OFFICIAL STATEMENT

The Preliminary Official Statement comprises the “deemed final” Official Statement for
purposes of Rule 15¢2-12 of the Securities and Exchange Commission and, when amended to
reflect, among other things, the actual amount of the Offered Bonds sold, the interest rates
specified by the successful bidders and the prices or yields at which the successful bidders will
reoffer the Offered Bonds to the public, will constitute a “Final Official Statement” (as defined in
Rule 15c2-12) with respect to the Offered Bonds. No more than seven business days after the
date of the sale, the Authority will provide without cost to the successful bidder for the Series A
Bonds up to 225 copies of the final Official Statement and to the successful bidder for the
Series B Bonds up to 125 copies of the final Official Statement. If any Offered Bonds are
awarded to a syndicate, the Authority will deliver final Official Statements only to the entity
submitting the successful bid, which shall be responsible for distributing copies of the final
Official Statement among the participating underwriters.

The Authority will deliver to the purchasers of the Offered Bonds a certificate of the
Authority, dated the date of delivery of the Offered Bonds, stating that as of the sale date and at
the time the Offered Bonds are delivered, (i) the information and statements, including financial
statements, of or pertaining to the Authority contained in the Official Statement were and are
correct in all material respects; (ii) insofar as the Authority and its affairs, including its financial
affairs, are concerned, the Official Statement did not and does not contain an untrue statement of
a material fact or omit to state a material fact required to be stated therein or necessary to make
the statements therein, in the light of the circumstances under which they were made, not
misleading; and (iii) insofar as the descriptions and statements, including financial data, of or
pertaining to other governmental bodies, nongovernmental bodies, and their respective activities
contained in the Official Statement are concerned, such descriptions, statements, and data have
been obtained from sources believed by the Authority to be reliable, and the Authority has no
reason to believe that they are untrue or incomplete in any material respect.

DELIVERY AND PAYMENT

Delivery of the Offered Bonds will be made by the Authority to DTC in book-entry only
form, in New York, New York, on or about the Delivery Date shown in the Bidding Parameters
Table, or such other date agreed upon by the Authority and the successful bidder. Payment for
Offered Bonds must be made in Federal Funds or other funds immediately available to the
Authority at the time of delivery of such Offered Bonds. Any expenses incurred in providing
immediate funds, whether by transfer of Federal Funds or otherwise, will be borne by the
purchaser. The cost of printing the Offered Bonds, if any, will be borne by the Authority.

CUSIP NUMBERS

It is anticipated that CUSIP numbers will be printed on the Offered Bonds, but neither
failure to print such numbers on any Offered Bonds nor any error with respect thereto will
constitute cause for a failure or refusal by the purchasers thereof to accept delivery of and pay for
the Offered Bonds. The policies of the CUSIP Service Bureau will govern the assignment of
specific numbers to the Offered Bonds. The successful bidder will be responsible for applying
for and obtaining CUSIP numbers for the Offered Bonds promptly upon award of the bid. All
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expenses in relation to the printing of CUSIP numbers on the Offered Bonds will be paid for by
the Authority; provided, however, that the CUSIP Service Bureau charge for the assignment of
said numbers will be the responsibility of and will be paid for by the successful bidder.

BLUE SKY

The Authority has not taken any action relating to the requirements of the securities or
“blue sky” laws of any jurisdiction with respect to the offer and sale of the Offered Bonds.
Certain jurisdictions may have filing requirements which must be satisfied prior to any offer or
sale of the Offered Bonds.

CONTINUING DISCLOSURE

In order to assist bidders in complying with Rule 15¢2-12, the Authority will execute and
deliver a written Continuing Disclosure Undertaking to provide annual financial information,
operating data and notices of certain events. A description of the Continuing Disclosure
Undertaking is set forth in the Preliminary Official Statement and will be set forth in the final
Official Statement. Execution and delivery of the Continuing Disclosure Undertaking will be a
condition precedent to the obligation of the successful bidder to take up and pay for the Offered
Bonds.

LEGAL OPINIONS

The legal opinion of Hawkins Delafield & Wood LLP, New York, New York, with
respect to the Offered Bonds of each series will be furnished in reasonable quantity to the
successful bidder for the Offered Bonds of the respective series without cost to the respective
successful bidder. For the proposed forms of such opinions, see the Preliminary Official
Statement.

ADDITIONAL INFORMATION

Additional information may be obtained from either the Office of State and Local
Finance of the State or the Authority’s Financial Advisor. See the Contacts page of this Notice
of Sale.

TENNESSEE STATE SCHOOL BOND
AUTHORITY

By: Justin P. Wilson
Comptroller of the Treasury of the State of
Tennessee and Secretary of the Tennessee
State School Bond Authority
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TENNESSEE STATE SCHOOL BOND AUTHORITY

HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BONDS,
$247,570,000 2017 SERIES A
$139,740,000 2017 REFUNDING SERIES B
$15,150,000 2017 REFUNDING SERIES C (FEDERALLY TAXABLE)

BOND PURCHASE AGREEMENT

September 13,2017

Tennessee State School Bond Authority
Nashville, Tennessee

Ladies and Gentlemen:

Citigroup Global Markets Inc. (the “Representative”), on behalf of itself and the other
underwriters listed in Appendix I attached hereto (collectively, the “Underwriters”), hereby offers to
enter into this Bond Purchase Agreement (the “Purchase Agreement”) with the Tennessee State School
Bond Authority (the “Issuer”) for the purchase by the Underwriters and the sale by the Issuer of the
Issuer’s bonds captioned above and specified below. This offer is made subject to acceptance thereof by
the Tssuer prior to 6:30 p.m., prevailing time in Nashville, Tennessee, on the date hereof, and, upon such
acceptance, evidenced by the signature of a duly authorized officer of the Issuer in the space provided
below, this Purchase Agreement shall be in full force and effect in accordance with its terms and shall be
binding upon the Issuer and the Underwriters. '

Capitalized terms used herein and not defined herein shall have the meanings given them in the
Higher Educational Facilities Second Program General Bond Resolution adopted by the Issuer on
April 27, 1998 (the “General Bond Resolution”) authorizing the issuance thereunder from time to time
of Higher Educational Facilities Second Program Bonds, a Supplemental Resolution Amending General
Bond Resolution adopted by the Issuer on July 26, 2004 (the “2004 Amending Resolution™), a
Supplemental Resolution Amending General Bond Resolution and Authorizing Amendment of Financing
Agreements adopted by the Issuer on May 9, 2013 (the “2013 Amending Resolution”), and a
Supplemental Resolution adopted by the Issuer on July 21, 2017, including as a part thereof the 2017
Bonds Series Certificate (the “Supplemental Resolution”, and together with the General Bond
Resolution, the 2004 Amending Resolution and the 2013 Amending Resolution, as further amended and
supplemented from time to time, the “Resolution”) authorizing the issuance of the Issuer’s Higher
Educational Facilities Second Program Bonds, 2017 Series A (the “2017A Bonds”), Higher Educational
Facilities Second Program Bonds, 2017 Refunding Seiies B (the “2017B Bonds”) and Higher
Educational Facilities Second Program Bonds, 2017 Refunding Series C (Federally Taxable) (the “2017C
Bonds” and, collectively with the 2017A Bonds and 2017B Bonds, the “Bonds”).

A, Puichase Price.

1. Upon the terms and conditions and upon the basis of the representations and warranties
herein set forth, the Underwriters hereby agree to purchase from the Issuer, and the Issuer
hereby agrees to sell to the Underwriters, all (but not less than all) of the Issuer’s: (i)




2017A Bonds, in the original aggregate principal amount of $247,570,000.00, at an
aggregate purchase price of $297,659,575.81 (the “2017A Bonds Purchase Price”),
representing the aggregate principal amount of the 2017A Bonds, less underwriters’
discount of $181,325.47, plus reoffering premium of $50,270,901.28; (ii) 2017B Bonds,
in the original aggregate principal amount of $139,740,000.00, at an aggregate purchase
price of $170,024,392.00 (the “2017B Bonds Purchase Price”), representing the
aggregate principal amount of the 2017B Bonds, less underwriters’ discount of
$102,918.51, plus reoffering premium of $30,387,310.51; and (ii) 2017C Bonds, in the
original aggregate principal amount of $15,150,000.00, at an aggregate purchase price of
$15,137,782.93 (the “2017C Bonds Purchase Price” and, collectively with the 2017A
Bonds Purchase Price and the 2017B Bonds Purchase Price, the “Purchase Price”),
representing the aggregate principal amount of the 2017C Bond s, less underwriters’
discount of $12,217.07. The Bonds shall be dated the date of delivery (the “Dated Date™)
and shall mature on the dates, bear interest payable commencing on November 1, 2017,
at the rates and be subject to optional and mandatory redemption prior to maturity all as
set forth in the Off icial Statement (hereinafter defined) and in part on Appendix II
attached hereto. The Bonds shall be payable at the times and in the manner, and shall
otherwise have the terms and provisions, set forth in the Official Statement.

If the Issuer accepts this offer and if the Underwriters fail (other than for a reason
permitted hereunder) to accept and pay for all or any of the Bonds upon tender thereof by
the Issuer at the Closing as herein provided, the parties hereby agree that the damages to
the Issuer shall be fixed at one percent (1%) of the aggregate principal amount of the
Bonds, and, upon such failure of the Underwriters to accept and pay for the Bonds, the
Underwriters shall be obligated to pay to the Issuer such amount as and for full liquidated
damages for such failure and for any and all defaults hereunder on the part of the
Underwriters. Upon such payment, the Underwriters shall be fully released and
discharged of all claims, rights and damages for such failure and for any and all such
defaults. The Underwriters and the Issuer understand that in such event the actual
damages of the Issuer may be greater or may be less than the amount fixed for liquidated
damages. Accordingly, the Underwriters hereby waive any right to claim that the actual
damages of the Issuer are less than such sum, and the acceptance of this offer by the
Issuer shall constitute a waiver of any right the Issuer may have to additional damages
from the Underwriters. In no event shall the Issuer be entitled to damages of any nature
other than the liquidated damages herein specified.

B. Delivery of and Payment for the Bonds.

1.

At or prior to 11:30 a.m., prevailing time in Nashville, Tennessee on September 21, 2017,
the date of delivery and payment for the Bonds (the “Closing Date”), or at such other
time or date as shall have been mutually agieed upon by the Issuer and the
Representative, the Issuer will deliver or cause to be delivered to the Representative, the
Bonds, qualified for book-entry delivery through The Depository Trust Company
(“DTC”) in New York, New York, or at the offices of Regions Bank, Nashville,
Tennessee (the “Paying Agent” and “Trustee”) pursuant to the DTC “FAST Program”
in definitive form, duly executed by officers of the Issuer designated in the Resolution
and authenticated by the Trustee, together with the other documents hereinafter
mentioned; and, subject to the conditions contained herein, the Representative will accept
such delivery and pay the Purchase Price by wire transfer of immediately available funds
payable to the order of the Issuer.




The Issuer and the Representative agiee that there shall be a preliminary closing held at
the Office of State and Local Finance of the State of Tennessee, 505 Deaderick Street,
Suite 1600, Nashville, Tennessee, commencing at least eighteen (18) hours prior to the
Closing Date, or at such other time or place as the Issuer and the Representative shall
agree.

Delivery of the definitive Bonds shall be made as aforesaid, or at such other location as
may be designated by the Representative at least two (2) business days prior to the
Closing Date. Payment for the Bonds shall be made as set forth in Section B.1. hereof.
The delivery of the other documents shall be made at the Office of State and Local
Finance of the State of Tennessee or at the offices of the Attorney General of the State of
Tennessee ("Counsel to the Issuer"), John Sevier Building, 425 Fifth Avenue North,
Nashville, Tennessee. Such payment and the related delivery are herein called the
“Closing.” The Bonds will be delivered as fully-registered bonds, bearing proper CUSIP
numbers, and registered in the name of Cede & Co., as nominee of DTC, which will act
as securities depository for the Bonds.

After execution by the Issuer, the Bonds shall be held in safe custody by DTC in New
York, New York or by DTC through the Trustee and the “FAST Program”. The Issuer
shall release or authorize the release of the Bonds from safe custody at the Closing upon
receipt of payment for the Bonds as aforesaid.

C. Official Statement.

1

The Issuer hereby consents to and confirms the prior use by the Underwriters of the
Preliminary Official Statement delivered to the Underwriters and made available on the
Internet at www.i-dealprospectus.com, dated September 1, 2017 (the “Preliminary
Official Statement”), in connection with the public offering of the Bonds by the
Underwriters, and further confirms the authority of the Underwriters to use, and consents
to the use of, a final Official Statement (in printed or electronic form) with respect to the
Bonds, to be dated the date hereof, and any amendments or supplements thereto that shall
be approved by the Issuer (as so amended and supplemented, the “Official Statement)
in connection with the public offering, and sale of the Bonds. The Issuer hereby
represents and warrants that (i) the Preliminary Official Statement previously furnished to
the Representative was “deemed final” by the Issuer as of September 1, 2017 for
purposes of Rule 15¢2-12 (“Rule 15¢2-12”) promulgated by the Securities and Exchange
Commission of the United States (the “SEC”) under the Securities Exchange Act of
1934, as amended (the “Exchange Act™), except for the omission of such information as
is permitted in Rule 15¢2-12 and (ii) on and as of the date the Preliminary Official
Statement was “deemed final”, the information in the Preliminary Official Statement
(other than information relating to DTC and its book-entry only system, including
Appendix F to the Preliminary Official Statement, the information under the caption
“UNDERWRITING”, and other information in the Preliminary Official Statement
attributed to the Underwriters, as to which no representation is made) did not contain any
untrue statement of a material fact or omit to state a material fact required to be stated
therein or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading,.

The Issuer shall provide, or cause to be provided, to the Representative within seven (7)
business days after the date of this Purchase Agreement or three (3) business days prior to
the Closing, whichever comes first, five (5) executed counterparts of the Official




Statement, and five (5) conformed copies of a final Official Statement (or such lesser
amount which the Representative agrees will be sufficient to permit the Underwriters to
comply with Rule 15¢2-12 and other applicable rules of the SEC and the Municipal
Securities Rulemaking Board (the “MSRB”)). The Issuer shall further cause the Official
Statement to be posted on www.i-dealprospectus.com for the longer of thirty (30)
calendar days or until the End of the Underwriting Period as defined herein.

3. The Issuer hereby authorizes the Representative to file, and the Representative hereby
agrees to file, the Official Statement with the MSRB through the operation of the
Electronic Municipal Market Access system (“EMMA”) within one (1) business day
after receipt from the Issuer, but by no later than the Closing Date, in such manner and
accompanied by such forms as are required by the MSRB, in accordance with applicable
MSRB Rules, and shall maintain such books and records as required by MSRB Rules
with respect to filing of the Official Statement.

Amendments to Official Statement. The Issuer covenants with the Underwriters to notify
promptly the Representative if, during the Update Period (as defined in H.3 herein), any event
shall occur that would cause the Official Statement to contain, or information shall come to the
attention of the Issuer that is reasonably likely to cause the Official Statement (whether or not
previously supplemented or amended) to contain, any untrue statement of a material fact or to
omit to state a material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading, and if in the opinion of the
Representative such event requires the preparation and distribution of a supplement or
amendment to the Official Statement, to prepare and furnish to the Representative, at the Issuer’s
expense, such number of copies of the supplement o1 amendment to the Official Statement, in
form and substance mutually agreed upon by the Issuer and approved by the Representative, as
the Representative may reasonably request and if such notification shall be given subsequent to
the Closing Date, such additional legal opinions, certificates, instruments, and other documents as
the Representative may reasonably deem necessary to evidence the truth and accuracy of any
such supplement or amendment to the Official Statement.

Establishment of Issue Price.

1. The Representative, on behalf of the Underwriters, agrees to assist the Issuer in
establishing the issue price of the 2017A Bonds and 2017B Bonds (collectively, the
“Tax-Exempt Bonds”) and shall execute and deliver to the Issuer at Closing an
“issue price” or similar certificate substantially in the form attached hereto as
Appendix III, together with the supporting pricing wires or equivalent
communications, with modifications to such certificate as may be deemed appropriate
or necessary, in the reasonable judgment of the Representative, the Issuer and Bond
Counsel, to accurately reflect, as applicable, the sales price or prices or the initial
offering price or prices to the public of the Tax-Exempt Bonds.

2. Except for the maturity set forth in Schedule A attached hereto, the Issuer will treat
the first price at which 10% of each maturity of the Tax-Exempt Bonds (the “10%
test”) is sold to the public as the issue price of that maturity (if different interest rates
apply within a maturity, each separate CUSIP number within th at maturity willbe
subject to the 10% test).

3. The Representative confirms that the Underwriters have offered the Bonds to the
public on or before the date of this Purchase Agreement at the offering price or prices




(the “initial offering price”), or at the corresponding yield or yields, set forth in
Appendix II.  Schedule A sets forth, as of the date of this Purchase Agreement, the
maturity of the Tax-Exempt Bonds for which the 10% test has not been satisfied. Such
maturity shall be retained by the Representative and not allocated to any of the other
Underwriters. The Issuer and the Representative agree that the restrictions set forth in
the next sentence shall apply, which will allow the Issuer to treat the initial offering
price to the public of such maturity of the Tax-Exempt Bonds as of the sale date as the
issue price of that maturity (the “hold-the-offering-price rule”). So long as the hold-
the-offering-price rule remains applicable to any maturity of the Tax-Exempt Bonds,
. the Representative will neither offer nor sell unsold Tax-Exempt Bonds of that
maturity to any person at a price that is higher t han the initial offering price to the
public during the period starting on the sale date and ending on the earlier o f the
following;

() the close of the fifth (5™) business day after the sale date; or

(ii) the date on which the Representative has sold at least 10% of that maturity of
the Tax-Exempt Bonds to the public at a price that is no higher than the
initial offering price to the public.

The Representative shall promptly advise the Issuer or the Issuer’s municipal advisor when the
Representative has sold 10% of that maturity of the Tax-Exempt Bonds to the public at a price that is
no higher than the initial offering price to the public, if that occurs prior to the close of the fifth (5")
business day after the sale date.

4.

The U nderwriters acknowledge that sales of a ny T ax-Exempt B onds to any person
that is a related party to an U nderwriter shall not constitute sales to the public for
purposes of this section. Further, for purposes of this section:

i “public” means any person other than an underwriter or a related pa
p Yp p

to an underwriter,

(ii) “underwriter” means (A) any person that agrees pursuant to a
written contract with the Issuer (or with the lead underwriter to form an
underwriting syndicate) to participate in the initial sale of the Tax-Exempt Bonds to
the public and (B) any person that agrees pursuant to a written contract directly or
indirectly with a person described in clause (A) to participate in the initial sale of the
Tax-Exempt Bonds to the public (including a member of a selling group or a party to
a retail distribution agreement participating in the initial sale of the Tax-Exempt Bonds
to the public),

(iii)  a purchaser of any of the Tax-Exempt Bonds is a “related party” to an
underwriter if the underwriter and the purchaser are subject, directly or indirectly, to
(i) more than 50% common ownership of the voting power or the total value of their
stock, if both entities are corporations (including direct ownership by one corporation
of another), (ii) more than 50% common ownership of their capital interests or
profit interests, if both entities are partnerships (including direct ownership by one
partnership of another), or (iii) more than 50% common ownership of the value of the
outstanding stock o f the corporation or the capital interests o r profit interests o f the
partnership, as applicable, if one entity is a coiporation and the other entity is




a partnership (including direct ownership of the applicable stock or interests by one
entity of the other), and

(iv) “sale date” means the date of execution of this Purchase Agreement
by all parties,

End of Underwriting Period. For purposes of this Purchase Agreement, the “End of the

Underwriting Period” shall mean the later of the Closing Date (which shall constitute the End of
the Underwriting Period, unless the Issuer has been notified to the contrary by the Representative
on or prior to the Closing Date) or the date on which the “end of the underwriting period” for the
Bonds has occurred under Rule 15¢2-12. The Representative shall notify the Issuer when the
“end of the underwriting period” for the Bonds has occurred under Rule 15¢2-12 with respect to
the unsold balance of Bonds that are held by any Underwriters for sale to the public within the
meaning of Rule 15¢2-12.

Plan of Financing.

l.

The Bonds shall be as described in, and shall be issued under and secured pursuant to the
provisions of the Resolution substantially in the form delivered to the Representative,
with only such changes therein as shall be mutually agreed upon between the Issuer and
the Representative prior to Closing.

-

The net proceeds from the sale of the 2017A Bonds will be used to: (i) prepay the
principal amount of Revolving Credit Loans previously issued for certain projects, (ii)
finance additional costs of certain projects and (iii) pay certain costs of issuance of the
2017A Bonds.

The net proceeds from the sale of the 2017B Bonds will be used to: (i) provide funds
necessary to refund the Issuer’s (a) Higher Educational Second Program Bonds, 2007
Series A, dated January 1, 2007, maturing May 1, 2036, (b) Higher Educational Second
Program Bonds, 2007 Refunding Series C, dated January [, 2007, maturing May 1, 2026
through May 1, 2028, inclusive, and May 1, 2032, (¢) Higher Educational Second
Program Bonds, 2010 Series A, dated September 15, 2010, maturing May 1, 2018, May
1, 2019, May 1, 2024, May 1, 2028, May 1, 2035 and May 1, 2040, (d) Higher
Educational Second Program Bonds, 2012 Series A, dated August 1, 2012, maturing May
1,2023, May 1, 2024, May 1, 2025, May 1, 2026, May 1, 2027, May 1, 2028 and May 1,
2029 and (e) Higher Educational Second Program Bonds, 2013 Series A, dated
November 21, 2013, maturing November 1, 2026 through November 1, 2028, inclusive
(collectively, the “2017B Refunded Bonds™) and (ii) pay certain costs of issuance of
the 2017B Bonds.

The net proceeds from the sale of the 2017C Bonds will be used to: (i) provide funds
necessary to refund the Issuer’s Higher Educational Second Program Bonds, 2010 Series
B, dated September 15, 2010, maturing May 1, 2018 through May 1, 2031, inclusive,
May 1, 2035 and May 1, 2040 (collectively, the “2017C Refunded Bonds”), and (ii) pay
certain costs of issuance of the 2017C Bonds.

In connection with the issuance of each of the 2017B Refunded Bonds and the 2017C
Refunded Bonds, the Issuer will enter into a Refunding Trust Agreement, dated as of the
Closing Date (collectively, the “Refunding Trust Agreements”) with the Trustee.

|




The Bonds will constitute special obligations of the Issuer, the principal, Sinking Fund
Installments, if any, and Redemption Price of and interest on which shall be payable
solely from and secured by the Annual Financing Charges and Legislative Appropriations
derived pursuant to the Second Program Financing Agreement, dated as of November 1,
1997, as amended as of May 9, 2013, by and between the Issuer and the Board of
Trustees, and the Second Program Financing Agreement, dated as of November 1, 1997,
as amended as of May 9, 2013, by and between the Issuer and the Board of Regents, as
appropriate, in each case, as supplemented and amended from time to time (the
“Financing Agreements”), and other monies and securities held or set aside under the
Resolution, subject to the application thereof to the purposes and on the conditions
permitted by the Resolution.

The Issuer has elected to establish separate accounts in the Debt Service Reserve Fund
for the Bonds with no current funding requirement. Accordingly, the Bonds currently
will not be secured by any debt service reserve.

Representations and Warranties of the Issuer.

The Issuer hereby agrees with, and makes the following representations and warranties to the
Underwriters, as of the date hereof and as of the Closi ng Date, which representations and
warranties shall survive the Closing: ’

1.

The Issuer is duly organized and existing, created pursuant to the provisions of Title 49,
Chapter 3, Part 12, Tennessee Code Annotated, as amended (the “Aect”) and is a
corporate governmental agency and instrumentality of the State of Tennessee (the
“State”). The Issuer is authorized by the provisions of the Act to, among other things, (i)
issue the Bonds for the purposes set forth herein and in the Resolution, (ii) secure the
Bonds in the manner contemplated in the Resolution, and (iii) execute, deliver and
perform its obligations under the Bonds, the Resolution, the Financing Agreements, this
Purchase Agreement, and the Refunding Trust Agreements.

The Issuer has, and at the Closing Date will have, full legal right, power, and authority
pursuant to the Resolution to enter into this Purchase Agreement, to execute and deliver
the Continuing Disclosure Undertaking, dated as of September 21, 2017, in substantially
the form described in Appendix G to the Official Statement (the “Continuing Disclosure
Undertaking”), and the Refunding Trust Agreements, to issue, sell, and deliver the
Bonds as provided herein and to carry out and consummate the transactions contemplated
by this Purchase Agreement, the Resolution, the Financing Agreements, the Continuing
Disclosure Undertaking, the Refunding Trust Agreements and the Official Statement.

On and as of the date hereof and, unless an event of the nature described in Section J.2.
hereof subsequently occurs, at all times during the period from the date hereof to and
including the date which is twenty-five (25) days following the End of the Underwriting
Period (the “Update Period”), the information in the Official Statement (other than
information relating to DTC and its book-entry only system, including Appendix F to the
Official Statement, the information under the caption “UNDERWRITING”, and other
information in the Official Statement attributed to the Underwriters, as to which no
representation is made) does not and will not contain any untrue statement of a material
fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not
misleading.




The Issuer has complied, and will at the Closing be in compliance, in all material
respects, with the Resolution and the Act.

By official action of the Issuer prior to or concurrently with the acceptance hereof, the
Issuer has duly authorized and approved the distribution of the Preliminary Official
Statement and the execution, delivery, and distribution of the Official Statement, and has
duly authorized and approved the issuance and sale of the Bonds upon the terms set forth
herein and in the Resolution and the Official Statement, and the execution and delivery
of, and the performance by the Issuer of the obligations on its part contained in, the
Bonds, the Resolution, the Continuing Disclosure Undertaking, the Financing
Agreements, the Refunding Trust Agreements, and this Purchase Agreement.

The Issuer is not in breach of or in default under the Act or any applicable law or
administrative regulation of the State or the United States or any applicable judgment or
decree or any loan agreement, note, resolution, agreement, or other instrument to which
the Issuer is a party or is otherwise subject or by which it or its properties may be bound,
that is material to the issuance, payment or security for the Bonds. The issuance and sale
of the Bonds upon the terms set forth herein and in the Resolution and the Official
Statement, and the execution and delivery by the Issuer of the Resolution, the Financing
Agreements, the Continuing Disclosure Undertaking, the Refunding Trust Agreements,
and this Purchase Agreement, and its compliance with the provisions of each thereof, will
not conflict with or constitute a material breach of or default under the Act or any law,
administrative regulation, judgment, decree, indenture, loan agreement, note, resolution
agreement, or other instrument to which the Issuer is a party or is otherwise subject.

All approvals, consents, and orders of any governmental authority, board, agency, or
commission having jurisdiction that would constitute a condition precedent to the
performance by the Issuer of its obligations hereunder, the issuance of the Bonds and the
execution and delivery and performance by the Issuer of the Resolution, the Financing
Agreements, the Continuing Disclosure Undertaking, the Refunding Trust Agreements,
and this Purchase Agreement, have been obtained or will be obtained prior to the Closing.

The Bonds, when issued, authenticated, and delivered in accordance with the Resolution
and sold to the Underwritets as provided herein, will be the valid and binding obligations
of the Issuer as provided in the Resolution, enforceable against the Issuer in accordance
with their terms and the terms of the Resolution, payable solely from the Annual
Financing Charges, Legislative Appropriations and other monies and securities held or
set aside under the Resolution, subject to the application thereof to the purpose and on the
conditions permitted by the Resolution, issued in conformity with and entitled to the
benefit and security of the Resolution.

The Resolution has been duly adopted by the Issuer. The terms and provisions of the
Resolution comply in all material respects with the requirements of the Act. The
Resolution is valid and binding upon the Issuer and is enforceable against the Issuer in
accordance with its terms. The Resolution creates the valid pledge which it purports to
create of the Annual Financing Charges and Legislative Appropriations (as each is
defined in the Resolution), and all rights under the Second Program Financing
Agreements or otherwise to receive the same, and moneys and securities held or set aside
under the Resolution, subject to the application thereof to the purposes and on the
conditions permitted by the Resolution.
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13.

14.

15.

The Financing Agreements constitute, and when executed and delivered by the parties
thereto, the Continuing Disclosure Undertaking, the Refunding Trust Agreements, and
this Purchase Agreement will constitute, the valid contractual obligations of the Issuer.
The Issuer has not waived immunity from suit or extended its consent to be sued (other
than for the Resolution and the Bonds as described in paragraphs 8 and 9 above), and
monetary actions against the Issuer for breach of contractual obligations may be heard
and determined under current law exclusively in the Tennessee Claims Commission, an
administrative tribunal, where the Issuer may be liable only for actual damages and
certain costs.

The representations and warranties in paragraphs 8, 9 and 10 above are subject to
applicable bankruptcy, insolvency, reorganization, moratorium and other laws heretofore
or hereafter enacted affecting creditors’ rights, and to the application of principles of
equity relating to or affecting the enforcement of contractual obligations, whether such
enforceability is considered in a proceeding in equity or at law.

There is no action, suit, proceeding, inquiry, or investigation, at law or in equity, before
or by any court, public board, or body, pending or, to the knowledge of the Issuer,
threatened against the Issuer, the Board of Trustees or the Board of Regents affecting the
existence of the Issuer, the Board of Trustees or the Board of Regents or the titles of its
officers to their respective offices or seeking to prohibit, restrain, or enjoin the issuance,
sale, or delivery of the Bonds or the Annual Financing Charges or the Legislative
Appropriations or the collection of the revenues or assets of the Issuer pledged or to be
pledged to pay the principal of, premium, if any, and interest on the Bonds, or the pledge
thereof, or in any way contesting or affecting the validity or enforceability of the Bonds
or the Resolution, or contesting or affecting the validity of the Financing Agreements, the
Continuing Disclosure Undertaking, the Refunding Trust Agreements, or this Purchase
Agreement or contesting in any way the completeness or accuracy of the Preliminary
Official Statement or the Official Statement, or any amendment or supplement thereto, or
contesting the power or authority of the Issuer to issue the Bonds or to execute and
deliver the Resolution, the Financing Agreements, the Continuing Disclosure
Undertaking, the Refunding Trust Agreements, or this Purchase Agreement, or wherein
an unfavorable decision, ruling, or finding would materially adversely affect the validity
or enforceability of the Bonds ot the Resolution, or materially adversely affect the
validity of the Financing Agreements, the Continuing Disclosure Undertaking, the
Refunding Trust Agreements, or this Purchase Agreement.

The proceeds received from the sale of the Bonds shall be used in accordance with the
Act and the Resolution and as set forth in the Official Statement.

Any certificate signed by an authorized officer of the Issuer and delivered to the
Representative shall be deemed a representation and warranty of the Issuer to the
Underwriters as to the statements made therein.

The TIssuer has entered or will enter into, in accordance with Rule 15¢2-12, the
Continuing Disclosure Undertaking in substantially the form described in Appendix G to
the Official Statement for the benefit of bondholders to provide to the MSRB through
EMMA (a) certain annual financial information, including audited financial statements
and operating data, as described in Appendix G to the Official Statement, (b) timely
notice (not in excess of ten business days after the occurrence of the event) of any of the
fourteen events identified in Rule 15¢2-12 with respect to the Bonds, and (c) timely




16.

notice of any failure of any obligated person to provide the required annual information
on or before the date specified in the written agreement.

Except as described in the Official Statement, the Issuer has not failed during the
previous five (5) years to comply in all material respects with any previous undertakings
in a written continuing disclosure contract or agreement under Rule 15¢2-12.

Covenants of the Issuer, The Issuer hereby covenants with the Underwriters that:

L.

The Issuer shall not supplement or amend the Official Statement or cause the Official
Statement to be supplemented or amended prior to the End of the Underwriting Period
without the prior written consent of the Representative, which will not be unreasonably
withheld.

The Issuer shall not amend, terminate, or rescind, and will not agree to any amendment,
termination, or rescission of the Resolution, the Financing Agreements, the Continuing
Disclosure Undertaking, the Refunding Trust Agreements, or this Purchase Agreement
without the prior written consent of the Representative prior to the Closing Date, which
will not be unreasonably withheld.

The Issuer shall promptly advise the Representative by written notice of any matter
arising or discovered after the date of this Purchase Agreement and prior to the Closing
Date that if existing or known at the date hereof would render any of the representations
or warranties set forth herein to be untrue or misleading or might adversely affect the
correctness or completeness of any statement of material fact regarding the Issuer
contained in the Official Statement; or any developments that affect the accuracy and
completeness of the key representations (within the meaning of Rule 15¢2-12) regarding
the Issuer contained in the Official Statement that may occur during the Update Period.

The Issuer shall not voluntarily undertake any course -of action inconsistent with
satisfaction of the requirements applicable to the Issuer as set forth in this Purchase
Agreement,

The Issuer shall not knowingly take or omit to take any action that, under existing law,
may adversely affect the exemption from state income taxation of the Bonds and the
income therefrom.

The Issuer will use the proceeds of the Bonds in accordance with the Resolution and the
Act and will not permit at any time or times any of the proceeds of the Tax-Exempt
Bonds or any other funds of the Issuer to be used directly or indirectly in a manner which
would result in the exclusion of any of the Tax-Exempt Bonds from the treatment
afforded by Section 103(a) of the Internal Revenue Code of 1986, as amended (the
“Code”) for any reason, including, without limitation the classification of the Tax-
Exempt Bonds as “private activity bonds” within the meaning of Section 141(a) of the
Code or as obligations guaranteed by the United States of America, as provided in
Section 149(b) of the Code; and the Issuer will at no time take any action or omit to take
any action which, by commission or omission, would cause interest of the Tax-Exempt
Bonds to be includable in gross income for federal income tax purposes pursuant to
Section 103 of the Code or cause such interest to be included in any alternative minimum
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tax other than an altetnative minimum tax which applies to all tax-exempt bonds
generally.

Certain _Conditions to Underwriters’ Obligations. The Underwriters have entered into this

Purchase Agreement in reliance upon the representations, warranties, and agreements of the
Issuer contained herein and upon the accuracy of the statements to be contained in the documents
and instruments to be delivered at the Closing. Accordingly, the Underwriters’ obligations under
this Purchase Agreement to purchase, accept delivery of, and pay for the Bonds are subject to the
performance by the Issuer of its obligations hereunder required to be performed at or prior to the
Closing Date, and to the following additional conditions precedent:

1.

On the Closing Date, the representations and warranties of the Issuer contained herein
shall be true, complete, and correct as if made on and as of the Closing Date; the Official
Statement shall have been executed and delivered by the Issuer; the Resolution, the
Financing Agreements, the Continuing Disclosure Undertaking, and the Refunding Trust
Agreements shal | have been duly executed and delivered by the appropriate parties
thereto, shall be in full force and effect, and shall not have been amended, modified, or
supplemented, except as may have been agreed to in writing by the Representative or as
provided herein; the proceeds of the sale of the Bonds shall have been paid to the Issuer
for deposit for use as described in the Official Statement and in the Resolution; and the
Issuer shall have adopted and there shall be in full force and effect such resolutions as, in
the opinion of Hawkins Delafield & Wood LLP, Bond Counsel, and Bass, Berry & Sims
PLC, counsel for the Underwriters, shall be necessary in connection with the transactions
contemplated hereby.

The Underwriters shall have the right to cancel their obligation to purchase the Bonds if
between the date hereof and the Closing:

a) legislation shall be introduced in, enacted by, reported out of committee, or
recommended for passage by the legislature of the State of Tennessee, either
House of the Congtress, or recommended to the Congress or otherwise endorsed
for passage (by press release, other form of notice or otherwise) by the President
of the United States, the Treasury Department of the United States, the Internal
Revenue Service or the Chairman or ranking minority member of the Committee
on Finance of the United States Senate or the Committee on Ways and Means of
the United States House of Representatives, or legislation is proposed for
consideration by either such committee by any member thereof or presented as an
option for consideration by either such committee by the staff or such committee
or by the staff of the Joint Committee on Taxation of the Congress of the United
States, or a bill to amend the Code (which, if enacted, would be effective as of a
date prior to the Closing) shall be filed in either House, or a decision by a court
of competent jurisdiction shall be rendered, or a regulation or filing shall be
issued or proposed by or on behalf of the Department of the Treasury or the
Internal Revenue Service of the United States, or other agency of the federal
government, or a release or official statement shall be issued by the President, the
Department of the Treasury or the Internal Revenue Service of the United States,
in any such case with respect to or affecting (directly or indirectly) the federal or
state taxation of interest received on obligations of the general character of the
Bonds which, in the Representative’s reasonable judgment, materially adversely
affects the market price or marketability of the Bonds or of obligations the
general character of the Bonds or the ability of the Underwriters to enforce
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b)

d)

contracts for the sale of the Bonds at their contemplated offering prices or yields;
or

there shall exist any event or circumstance that in the Representative’s reasonable
judgment either makes untrue or incorrect in any material respect any statement
or information in the Official Statement or is not reflected in the Official
Statement but should be reflected therein in order to make any statement of
material fact thetein not misleading in any material respect; or

there shall have occurred (1) an outbreak or escalation of hostilities involving the
United States or the declaration by the United States of a national or international
emergency ot war; (2) any other calamity or crisis or any change in the financial,
political or economic conditions in the United States or elsewhere; (3) a
downgrade of the sovereign debt rating of the United States by any major credit
rating agency or payment default on the United States Treasury obligations or (4)
a default with respect to the debt obligations of, or the institution of proceedings
under any federal or state bankruptcy laws by or against, any state of the United
States or any city, county or other political subdivision located in the United
States having a population over 1,000,000, if the effect of any such event
specified in clause (1), (2), (3) or (4), in the reasonable judgment of the
Representative, materially adversely affects the market price or marketability of
the Bonds or the ability of the Underwriters to enforce contracts for the sale of
the Bonds at their contemplated offering prices or yields or if any such event
specified in clause (1), (2), (3) or (4) otherwise makes it impracticable or
inadvisable to proceed with the offering or the delivery of the Bonds on the terms
and in the manner contemplated in the Preliminary Official Statement or the
Official Statement; or

there shall be in force a general suspension of trading on the New York Stock
Exchange, o1 minimum or maximum prices for trading shall have been fixed and
be in force, or maximum ranges for prices for securities shall have been required
and be in force on the New York Stock Exchange or other national stock
exchange, whether by virtue of determination by that exchange or by order of the
SEC or any other governmental authority having jurisdiction, or any national
securities exchange shall have imposed additional material restrictions not in
force as of the date hereof with respect to trading in securities generally or the
Bonds or similar obligations or materially increased restrictions now in force
with respect to the extension of credit by or the charge to the net capital
requirements of underwriters or broker-dealets, that, in the Representative’s
reasonable judgment, materially adversely affects the market price or
marketability of the Bonds or the ability of the Underwriters to enforce contracts
for the sale of the Bonds at their contemplated offering prices or yields; or

a general banking moratorium shall have been declared by federal, New York or
Tennessee authorities or a major financial crisis or a material disruption in
commercial banking or securities settlement or clearance services shall have
occurred that, in the Repiesentative’s reasonable judgment, materially adversely
affects the market price or the marketability for the Bonds or the ability of the
Underwriters to enforce contiacts for the sale of the Bonds at their contemplated
offering prices or yields; or
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g)

h)

legislation shall be enacted (or resolution passed) or be proposed by a committee
of Congress or an order, decree, injunction or other decision by any court of
competent jurisdiction shall be rendered, or an order, ruling, regulation (final,
temporary or proposed), press release, statement or other form of notice issued or
made by or on behalf of the SEC o1 other governmental agency having
jurisdiction of the subject matter shall be made, to the effect that the Bonds or
any comparable securities of the Issuer, any obligations of the general character
of the Bonds, the Resolution or the Continuing Disclosure Undertaking, aie not
exempt from the registration, qualification or other requirements of the Securities
Act of 1933, as amended and as then in effect (the “Securities Act”) or of the
Trust Indenture Act of 1939, as amended and as then in effect, or otherwise, or
would be in violation of any provision of the federal securities laws as amended;
or

there shall have been any material adverse change in the affairs of the Issuei, the
Board of Regents, the Board of Trustees, the Institutions or the State that in the
Representative’s reasonable judgment will materially adversely affect the market
for the Bonds or the ability of the Underwriters to enforce contracts for the sale
of the Bonds, including a downgrading or suspension of any rating (without
regard to credit enhancement) by Moody's Investors Service, Inc. (“Moody’s”),
S&P Global Ratings, a subsidiary of S&P Global Inc. (“S&P”), or Fitch Ratings
(“Fitch”) of any debt securities issued by the Issuer, or there shall have been any
official statement as to a possible downgrading (such as being placed on “credit
watch” or “negative outlook” or any similar qualification) of any rating by
Moody’s, S&P, or Fitch of any debt securities issued by the Issuer, including the
Bonds, not reflected in such ratings on the date hereof; or

there shall be established any new restriction on transactions in securities
materially affecting the free market for securities (including the imposition of
any limitation on interest rates) established by the New York Stock Exchange,
the SEC, any other federal or State agency or the Congress of the United States,
or by Executive Order; or

a stop order, 1elease, regulation (final, temporary or proposed), statement or no-
action letter by or on behalf of the SEC or any other governmental agency having
jurisdiction of the subject matter shall have been issued or made to the effect that
the issuance, offering, or sale of the Bonds, including all the underlying
obligations as contemplated hereby or by the Official Statement, or any
document relating to the issuance, offering or sale of the Bonds is or would be in
violation of any provision of the federal securities laws at the Closing Date,
including the Securities Act, the Exchange Act, and the Trust Indenture Act of
1939, as amended.

At or prior to the Closing, the Representative shall receive the following:

a)

The unqualified approving opinion of Bond Counsel, addressed to the Issuer,
dated the Closing Date and in substantially the form attached as Appendix H to
the Official Statement with only such changes thereto as are satisfactory to the
Representative, and a letter of such Bond Counsel, dated the date of Closing and
addressed to the Underwriters, to the effect that Bond Counsel’s opinion
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b)

d)

addressed to the Issuer may be relied upon by the Underwriters to the same
extent as if such opinion were addressed to them;

A supplementary opinion of Bond Counsel, dated the Closing Date, addressed to
the Underwriters and the Issuer, to the effect that; this Purchase Agreement has
been duly authorized, executed and delivered by the Issuer, and constitutes the
valid contractual agreement of the Issuer, subject to sovereign immunity,
applicable bankruptcy, insolvency, reorganization, moratorium and other laws
theretofore or thereafter enacted affecting creditors’ rights, and the application of
principles of equity relating to or affecting the enforcement of contractual
obligations, whether such enforceability is considered in a proceeding in equity
or at law; no approval or other action is required to be obtained by the Issuer
from any governmental authority or agency in connection with the issuance and
sale of the Bonds, the adoption of the Resolution, or the execution by the Issuer
of this Purchase Agreement, the Continuing Disclosure Undertaking, the
Refunding Trust Agreements, or the Official Statement that has not already been
obtained or taken, except that the offer and sale of the Bonds in certain
jurisdictions may be subject to compliance with the provisions of the securities or
blue sky laws of such jurisdictions (as to which no opinion need be expressed);
the statements contained in the Official Statement under the captions
“Introduction”, “Purposes of the Offered Bonds”, “Description of the Offered
Bonds” (except Appendix F referred to therein), “Security and Sources of
Payment for the Bonds”, “Tax Matters”, Appendix C- Glossary of Certain Terms,
Appendix E - Summary of Certain Provisions of the Resolution, and Appendix G
— Summary of Certain Provisions of the Continuing Disclosure Undertaking and
the statements contained in the Official Statement describing the Resolution and
the Financing Agreements, fairly summarize the provisions of such documents
(or, in the case of “Tax Matters”, matters of law) purported to be summarized,
the Bonds are not subject to the registration requirements of the Securities Act;
and the Resolution is exempt from qualification as an indenture pursuant to the
Trust Indenture Act of 1939, as amended,

A certificate of Counsel to the Issuer, dated the Closing Date, and in form and
substance satisfactory to the Representative, to the effect that: there is no action,
suit, or proceeding or investigation at law or in equity before or by any court,
public board, or body pending, or, to the knowledge of such counsel, threatened
against or affecting the Issuer to restrain or enjoin the issuance or delivery of any
of the Bonds or the security pledged under the Resolution, or in any way
contesting or affecting the power of the Issuer relating to the issuance or validity
of the Bonds or any provision of the Resolution, or the execution, delivery, and
performance by the Issuer of the Resolution, the Financing Agreements, the
Continuing Disclosure Undertaking, the Refunding Trust Agreements, or this
Purchase Agreement;

An opinion or opinions of Counsel to the Issuer addressed to the Issuer that the
Issuer (i) has full legal right, power, and authority to adopt the Resolution and to
enter into, the Continuing Disclosure Undertaking, the Financing Agreements,
the Refunding Trust Agreements, and this Purchase Agreement, and to issue the
Bonds and apply the proceeds thereof pursuant to the Resolution; (ii) the
Resolution is valid and binding upon the Issuer and is enforceable against the
Issuer in accordance with its terms; (iii) the Resolution creates the valid pledge
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which it purports to create of the Annual Financing Charges and Legislative
Appropriations (as each is defined in the Resolution), and all rights under the
Second Program Financing Agreements or otherwise to receive the same, and
moneys and securities held or set aside under the Resolution, subject to the
application thereof to the purposes and on the conditions permitted by the
Resolution; (iv) the Bonds are valid and binding upon the Issuer and are
enforceable against the Issuer in accordance with their terms, payable solely from
the Annual Financing Charges and Legislative Appropriations (as each is defined
in the Resolution), and other moneys and securities held or set aside under the
Resolution, subject to the application thereof to the purposes and on the
conditions permitted by the Resolution; (v) the Issuer has duly authorized,
executed, and deliveted the Financing Agreements, the Continuing Disclosure
Undertaking, the Refunding Trust Agreements, and this Purchase Agreement
and, assuming due authorization, execution, and delivery by the other parties
thereto, each constitutes the valid contractual agreement of the Issuer; (vi) each
of the opinions in (ii) (iii), (iv) and (v) above is subject to applicable bankruptcy,
insolvency, reorganization, moratorium and other laws heretofore or hereafter
enacted affecting creditors’ rights, and to the application of principles of equity
relating to or affecting the enforcement of contractual obligations, whether such
enforceability is considered in a proceeding in equity or at law (the State has not
waived the immunity of the State (including, for this purpose, the Issuer and the
Board of Regents and Board of Trustees) from suit or extended its consent to be
sued with respect to the Financing Agreements, the Continuing Disclosure
Undertaking, and the Purchase Agreement; accordingly, monetary actions against
the State (including the Issuer, the Board of Trustees and the Board of Regents)
for breach of contractual obligations relating to the Financing Agreements, the
Continuing Disclosure Undertaking, the Refunding Trust Agreements, and the
Purchase Agreement may be heard and determined under current law exclusively
in the Tennessee Claims Commission, an administrative tribunal, where liability
may be limited to actual damages and certain costs); (vii) compliance with the
provisions of the Bonds, the Resolution, the Continuing Disclosure Undertaking,
the Financing Agreements, the Refunding Trust Agreements, and this Purchase
Agreement will not conflict with or constitute a violation or breach of or default
under any existing law or administrative rule or regulation, or, to the best of the
knowledge of such counsel, any court order or decree, or any agreement,
contract, or other instrument to which the Issuer 1s a party or is otherwise subject
or bound; (viii) the distribution of the Preliminary Official Statement and the
execution, delivery, and distribution of the Official Statement have been duly
authorized by the Issuer, and nothing has come to such counsel’s attention that
would lead it to believe that the Preliminary Official Statement as of its date and
the Official Statement as of its date and as of the date of the opinion (except for
any financial or statistical material included therein and the statements contained
under the heading “Tax Matters”, as to which such counsel expresses no opinion
or view) contains any untrue statement of a material fact, omits to state any
material fact required to be stated therein, or omits to state any material fact
necessary to make the statements made in the Preliminary Official Statement or
Official Statement, respectively, in light of the circumstances under which they
were made, not be misleading; (ix) no approval or other action is required to be
obtained by the Issuer from any governmental authority or agency in connection
with the issuance and sale of the Bonds, or the execution by the Issuer of this
Purchase Agreement, the Financing Agreements, the Continuing Disclosure
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g)

h)

Undertaking, the Refunding Trust Agreements, or the Official Statement which
has not already been obtained or taken, except that the offer and sale of the
Bonds in certain jurisdictions may be subject to compliance with the provisions
of the securities or blue sky laws of such jurisdictions (as to which no opinion
need be expiessed); (x) the Official Statement has been duly executed and
delivered by the Issuer; (xi) the resolutions of the Issuer approving and
authorizing the issuance and sale of the Bonds, and the execution and delivery of
this Purchase Agreement, the Financing Agreements, the Continuing Disclosure
Undertaking, the Refunding Trust Agreements, and the Official Statement were
duly adopted at one or more meetings of the Issuer that were called and held
pursuant to all applicable laws and regulations, and with all public notice
required by all applicable laws and regulations and at which a quorum was
present and acting throughout; and (xii) the representations and warranties of the
Issuer as set forth in this Purchase Agreement are, as to all matters of law, true
and accurate on and as of the Closing Date as if made on the Closing Date.

The opinion of counsel to the Underwriters, dated the Closing Date, to the effect
that the Bonds are exempt from registration under the Securities Act, and the
Resolution is exempt from qualification under the Trust Indenture Act of 1939,
as amended; and without having undertaken to determine independently, or to
assume responsibility for, the accuracy, completeness or fairness thereof, and
based solely on their participation in meetings and telephone conferences at
which representatives of the Issuer, Bond Counsel, and the Representative were
at various times present, nothing has come to their attention that would lead them
to believe that the information and statements in the Preliminary Official
Statement, as of its date, and the Official Statement, as of its date and as of the
date of this opinion (except for the financial statements and statistical data
included therein and “Appendix F — Book-Entry Only System”, as to which no
view need be expressed), contained or contain an untrue statement of a material
fact or omit to state a material fact required to be stated therein or necessary to
make the statements therein, in the light of the circumstances under which they
were made, not misleading; and that the form of Continuing Disclosure
Undertaking meets the requirements of Rule 15¢2-12 as to form;

A certificate dated the Closing Date by the Secretary or Assistant Secretary to the
Issuer to the effect that: the representations and warranties of the Issuer contained
herein are true and correct in all material respects on and as of the Closing Date
(except to the extent the same relate to an earlier date) with the same effect as if
made on the Closing Date; and the Issuer has complied with all agreements and
satisfied all the conditions on its part to be performed or satisfied with respect to
the Bonds at or prior to the Closing;

A certificate dated the Closing Date by the Secretary or Assistant Secretary to the
Issuer to the effect that: no event affecting the Issuer has occurred since the date
of the Official Statement that should be disclosed in the Official Statement for
the purpose for which it is to be used or that it is necessary to disclose therein in
order to make the statements and information therein with respect to the Issuer
not misleading in any material respect;

A certificate of an officer of the Issuer, acceptable to the Representative, dated
the Closing Date, to the effect that the Bonds have been executed in accordance
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)

p)

with the Resolution by duly authorized officers or signatories of the Issuer; and
an incumbency certificate of the Issuer, in form and content acceptable to the
Representative and Bond Counsel, dated the Closing Date, with respect to the
officers or other signatories of the Issuer who have executed and delivered the
Bonds and all other financing documents to be signed by the Issuer;

Evidence satisfactory to the Representative that the Bonds have been rated not
less than “AA+,” “Aal” and “AA+” respectively, by S&P, Moody’s, and Fitch,
which ratings remain in effect on the Closing Date; and are not, as of the Closing
Date, subject to review or watch;

Copies of the Resolution certified by the Secretary or Assistant Secretary as
having been duly adopted by the Issuer and as being in full force and effect, with
such changes or amendments as may have been approved by the Representative;

Executed counterparts of the Continuing Disclosure Undertaking, the Financing
Agreements, the Refunding Trust Agreements, and the Purchase Agreement,
executed by the parties thereto, or copies thereof certified by the Secretary or
Assistant Secretary of the Issuer, and specimens of the Bonds;

The Preliminary Official Statement and the Official Statement, together with any
supplements or amendments thereto in the event either has been supplemented or
amended, in the case of the Official Statement executed on behalf of the Issuer
by a duly authorized officer thereof;,

A non-arbitrage certificate, dated the date of Closing, for the Tax-Exempt Bonds,
signed by an authorized officer of the Issuer, in a form acceptable to the
Underwriters and Bond Counsel; and

A letter from Robert Thomas CPA, LLC verifying the mathematical accuracy of
certain schedules and computations provided by the Representative with respect
to the availability of sufficient funds under the Refunding Trust Agreements
(including investment income) for payment of the Series 2017B Refunded Bonds
and the Series 2017C Refunded Bonds, respectively, as described in the
respective Refunding Trust Agreements.,

An agreed-upon-procedures letter addressed to the Representative by the Issuer’s
auditors.

Such additional legal opinions, signatures, delivery and other certificates, and
other instruments and documents as the Underwriters may reasonably request to
evidence the truth, accuracy and completeness, as of the date of the Purchase
Agreement and as of the date of Closing, of the representations and warranties of
the Issuer contained in this Purchase Agreement and of the statements and
information contained in the Of ficial Statement and the due performance or
satisfaction by the Issuer at or prior to Closing of all agreements then to be
performed and all conditions then to be satisfied by the Issuer.

All of the opinions, letters, certificates, instruments and other documents mentioned above or
elsewhere in this Puichase Agreement shall be deemed to be in compliance with the provisions of this
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Purchase Agieement if, but only if, they are in form and substance reasonably satisfactory to the
Underwriters and their counsel.

If the Issuer shall be unable to satisfy the conditions to the obligations of the Underwriters
contained in this Purchase Agreement, or if the obligations of the Underwriters shall be terminated for
any reason permitted by this Purchase Agreement, this Purchase Agreement shall terminate and neither
the Underwriters nor the Issuer shall have any further obligations hereunder, except as provided in
Section K. hereof. However, the Representative may in its discretion waive one or more of the conditions
imposed by this Purchase Agreement for the protection of the Underwriters and proceed with the Closing.

K. Payment of Expenses.

L.

The Underwriters shall be under no obligation to pay, and the Issuer shall pay from
available funds or from the proceeds of the Bonds or from other funds of the Issuer,
certain expenses set forth in this Section that are incidental to the performance of the
Issuer’s obligations hereunder, including but not limited to: all expenses in connection
with the printing of the Preliminary Official Statement, the Official Statement, and any
amendment or supplement to either thereof; all expenses in connection with the printing,
issuance, and delivery of the Bonds; the fees and disbursement of Bond Counsel, Counsel
to the Issuer, auditors and verification accountants; the fees and disbursements of the
Trustee; all expenses in connection with obtaining a rating or ratings for the Bonds; all
expenses of the Issuer in connection with the preparation, printing, execution, and
delivery, and any recording or filing required by Bond Counsel, of the Resolution, the
Financing Agreements, the Continuing Disclosure Undertaking, and the Refunding Trust
Agreements; any recording or filing fees required by this Purchase Agreement (excluding
the costs of qualifying the Bonds for sale in various states); fees relating to the
verification report; the Issuer’s administrative fees; rating agency fees, and all other
expenses and costs of the Issuer incident to its obligations in connection with the
authorization, issuance, sale, and distribution of the Bonds. In addition to the foregoing,
the Issuer shall pay for expenses incurred on behalf of Issuer's employees which are
directly related to the offering of the Bonds, including, but not limited to, meals,
transportation and lodging of those employees.

Expenses of the Underwriters, including fees and expenses of Underwriters’ counsel and
the fees of Digital Assurance Certification, L.L.C. for a continuing disclosure
undertaking compliance review, shall be paid or reimbursed through the expense
component of the Underwriters’ discount. The Representative shall pay (from the
expense component of the Underwriters’ discount) the costs of qualifying the Bonds for
sale in various states chosen by the Representative, all advertising expenses in connection
with the public offering of the Bonds, and all other expenses incurred by it or the other
Underwriters in connection with the public offering and distribution of the Bonds,
including the fees and disbursements of their counsel and the cost of obtaining CUSIP
numbers,

L. Blue Sky Qualification. The Issuer agrees to cooperate with the Underwriters and their counsel in

any endeavor to qualify the Bonds for offering and sale under the securities or blue sky laws of
such jurisdictions of the United States as the Representative may request; provided that the Issuer
shall not be required to qualify as a foreign corporation in, or submit to the jurisdiction of, any
other state. The Issuer consents to the use of the Preliminary Official Statement and the Official
Statement by the Representative in obtaining such qualification.
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M. No Advisory or Fiduciary Role.

1. The Issuer acknowledges and agrees that (i) the purchase and sale of the Bonds pursuant
to this Purchase Agreement is an arm's-length commercial transaction between the Issuer
and the Underwriters, (ii) in connection therewith and with the discussions, undertakings
and procedures leading up to the consummation of such transaction, the Underwriters are
and have been acting solely as principals and are not acting as the agent, advisor
(including, without limitation, a Municipal Advisor (as such term is defined in Section
975(e) of the Dodd-Frank Wall Street Reform and Consumer Protection Act)) or
fiduciary of the Issuer, (iii) the Underwriters have not assumed (individually or
collectively) an advisory or fiduciary responsibility in favor of the Issuer with respect to
the offering contemplated hereby or the discussions, undertakings and procedures leading
thereto (irrespective of whether any Underwriter, or any affiliate of an Underwriter, has
provided other services or are curiently providing other services to the Issuer on other
matters) and the Underwriters have no obligation to the Issuer with respect to the offering
contemplated hereby other than those arising out of their 1ole as Underwriters pursuant to
the terms of this Purchase Agreement, (iv) the Issuer has consulted its own legal,
financial and other advisors to the extent it has deemed appropriate, and (v) the
Underwriters have financial and other interests that differ from those of the Issuer.

2. The Issuer and the Underwriters 1epresent and warrant, respectively, that no finder or
other agent has been employed by either the Issuer or the Underwriters in connection
with this transaction,

N. Notices. All notices provided for in this Purchase Agreement shall be made in writing either by
actual delivery of the notice into the hands of the parties entitled thereto, by confirmed facsimile
transmission, or by sending the notice by air courier or mailing by certified or registered mail,
return receipt requested, in the United States mail to the address as stated below (or at such other
address as may have been designated by written notice) of the party entitled thereto. The notice
shall be deemed to be received in case of actual delivery on the date of its actual receipt by the
party entitled thereto, in case of delivery by facsimile, on the date receipt is confirmed, in case of
delivery by air courier on the date of delivery, and in case of mailing on the date of receipt by
United States mail, postage prepaid.

All communications hereunder, except as herein otherwise specifically provided, shall be in
writing and mailed or delivered to the Issuer and to the Underwriters at the following addresses:

Tennessee State School Bond Authority

16" Floor, James K. Polk Building

505 Deaderick Street

Nashville, Tennessee 37243-0273

Attention: Director of State and Local Finance
Facsimile: 615-741-5986

Citigroup Global Markets Inc.

11780 US Highway One, Suite 201

North Palm Beach, Florida 33408

Attention: Michael Hole, Managing Director
Facsimile: 561-694-7086
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Governing Law. This Purchase Agreement shall be governed by and construed in accordance
with the laws of the State, including, without limitation, those laws applicable to contiacts made
and to be performed by the Issuer.

Counterparts. This Purchase Agreement may be executed in counterparts with the same force and
effect as if all signatures appeared on a single instrument.

Miscellaneous. This Purchase Agreement is made solely for the benefit of the signatories hereto
(including the successors or assigns of the Underwriters) and no other person shall acquire or
have any right hereunder or by virtue hereof. The term “successor” shall not include any holder of
any Bonds merely by virtue of such holding. All 1epresentations, warranties, agreements, and
indemnities contained in this Purchase Agreement shall remain operative and in full force and
effect, regardless of (i) any investigations made by or on behalf of the Underwriters, (ii) delivery
of and payment for the Bonds, and (iii) any termination of this Purchase Agreement.

[Signatures on Following Page]
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CIMIGROUP GLOBAL MARKIOTS INC, on
hehalf” of uself and as Representauve of the
other Underwriters bisted m Appendis | hereto

By // ok "‘Z/'Z“" B

Name Mark Wembery
Tule’ Duectot

ACCEPTEL
TENNESSEE STATE SCHOOL BOND AUTHORITY

By .

Title Comptroller of the ’I‘wa;u—ry:w;\:x‘iﬂg;{}kd Officer

Dater 2017

Time




Very truly yours,

CITIGROUP GLOBAL MARKETS INC., on
behalf of itself and as Representative of the
other Underwriters listed in Appendix [ hereto

By:

Name: Michael Hole
Title: Managing Director

AC(.}Y TED: [

TENNf SSEE STATE scu(;(m BOND.AU j{zomv
i 5’ i //R (/ ol

By: _ V‘é‘ ( ! L ’

Tlth Comptroller of the Treasury, Au!{mr;zed Officer

Dat ?/!3 ,2017
Timeé: {fié"f%é {faéf@ﬁ/n@éﬁ)

[Execution Page]




Schedule A

Listed below is the maturily of the Tax-Exempt Bonds for which the 10% test has not been satisfied as of
the date of this Purchase Agreement and for which the hold-the-offering-price rule applies pursuant to
the terms of this Purchase Agreement.

Tennessee State School Bond Authority
Higher Educational Facilities Second Program Bonds
2017 Refunding Series B

Maturity
Date Amount Rate Yield Price

11/1/2017  $8,880,000 2.000% 0.650% 100.149




APPENDIX 1
To

Bond Purchase Agreement

UNDERWRITERS

Representative and Senior Manager
Citigroup Global Markets Inc.
Co-Managers

FTN Financial Capital Markets

Wells Fargo Bank, National Association
Morgan Stanley & Co. LLC
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APPENDIX II
To

Bond Purchase Agreement

$ 247,570,000
HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BONDS,
2017 SERIES A

Maturity
Date Amount Rate Yield Price

11/1/2018 $4,980,000 5.000% 0.810%  104.624
11/1/2019 5,235,000 5.000 0.870 108.619

11/1/2020 5,505,000 5.000 0.980 112,287
11/1/2021 5,785,000 5.000 1.080 115.720
11/1/2022 6,085,000 5.000 1.230 118.618
11/1/2023 6,395,000 5.000 1.370 121.209
11/1/2024 6,725,000 5.000 1.550 123.143
11/1/2025 7,070,000 5.000 1.730 124.645
11/1/2026 7,430,000 5.000 1.870 126.106
11/1/2027 7,810,000 5.000 2.000 127.337
11/1/2028 7,120,000 5.000 2.110 126,188
11/1/2029 7,485,000 5.000 2.200 125.257
11/1/2030 7,865,000 5.000 2.290 124.334
11/1/2031 8,270,000 5.000 2.350 123.723
11/1/2032 8,695,000 5.000 2.410 123 115
11/1/2033 9,140,000 5.000 2.470 122,512
11/1/2034 9,610,000 5.000 2.550 121.712

11/1/2035 10,100,000 5000 2610 121.116
11/1/2036 10,620,000 5000  2.660 120.623
11/1/2037 11,165,000 5000  2.690 120.328
11/1/2042% 52,530,000 5.000  2.820 119.059
11/1/2047% 41,950,000 5.000  2.880 118.479

oNoNoNoNeoNeoNoNoNeNoNeoNe!

*Term Bond
C=Priced to call date of 11/1/2027

Optional Redemption. The 2017A Bonds maturing on or prior to November 1, 2027, are not
subject to redemption prior to maturity. The 2017A Bonds matuiing on or after November 1, 2028,
are subject to redemption prior to their stated maturities from any available moneys, at any time on
and after November 1, 2027 as a whole, or in part from time to time in any order of maturity
determined by the Issuer, at a Redemption Price equal to the principal amount of such 2017A Bonds
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o1 pottions thereof to be redeemed, together with the interest accrued on such principal amount to the
date fixed for redemption.

Mandatory Simking Fund Redemption. The 2017A Bonds maturing on November 1, 2042 and
November 1, 2047, are Term Bonds subject to redemption in part on November 1 in each of the years
and in the respective principal amounts set forth below at a Redemption Price equal to the principal
amount o1 portion thereof to be redeemed, together with the interest accrued thereon to the date fixed
for redemption, from Sinking Fund Installments which are required to be accumulated in the Debt
Service Fund in amounts sufficient to redeem on November 1 of each year shown below the principal
amount of such Offered Bonds specified for such year:

Term Principal
2042; Year Amount

11/1/2038 $9,485,000
11/1/2039 9,970,000
11/1/2040 10,480,000
11/1/2041 11,015,000
11/1/2042* 11,580,000

$52,530,000
Term Principal
2047: Year Amount

11/1/2043 $7,570,000
11/1/2044 7,960,000
11/1/2045 8,370,000
11/1/2046 8,800,000
11/1/2047* 9,250,000

$41,950,000

*Final Matunity
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$139,740,000
HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BONDS,
2017 REFUNDING SERIES B

Maturity
Date Amount Rate Yield Price

11/1/2017  $8,880,000 2.000% 0.650%  100.149
11/1/2018 6,635,000 5.000 0.810 104.624
11/1/2022 5,525,000 5.000 1.230 118.618
11/1/2023 11,430,000 5.000 1.370 121.209
11/1/2024 6,110,000 5.000 1.550 123.143
11/1/2025 11,045,000 5.000 1.730 124.645
11/1/2026 15,755,000 5.000 1.870 126.106
11/1/2027 22,205,000 5.000 2.000 127.337
11/1/2028 15,175,000 5.000 2.110 126.188
11/1/2029 3,835,000 5.000 2.200 125.257
11/1/2030 5,855,000 5.000 2.290 124.334
11/1/2031 6,495,000 5.000 2350 123.723
11/1/2032 2,355,000 5.000 2.410 123.115
11/1/2033 2,475,000 5.000 2.470 122.512
11/1/2034 2,605,000 5.000 2.550 121.712
11/1/2035 2,740,000 5.000 2.610 121.116
11/1/2036 2,460,000 5.000 2.660 120.623
11/1/2037 2,585,000 5.000 2.690 120.328
11/1/2038 2,720,000 5.000 2.720 120.033
11/1/2039 2,855,000 5.000 2.750 119.740

oo N HCHON OO NN

C=P11ced to call date of 11/1/2027

Optional Redemption. The 2017B Bonds maturing on or prior to November 1, 2027, are not
subject to redemption prior to maturity. The 2017B Bonds maturing on or after November 1, 2028, are
subject to redemption prior to their stated maturities from any available moneys, at any time on and after
November 1, 2027, as a whole, or in part from time to time in any order of maturity determined by the
Issuer, at a Redemption Price equal to the principal amount of such 2017B Bonds or portions thereof to be
redeemed, together with the interest accrued on such principal amount to the date fixed for redemption.
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$15,150,000
HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BONDS,
2017 REFUNDING SERIES C (FEDERALLY TAXABLE)

Maturity
Date Amount Rate Yield Price

11/1/2017 $785,000 1.287% 1.287% 100.000
11/1/2018 630,000 1.433 1.433 100.000
11/1/2019 635,000 1.593 1.593 100.000
11/1/2020 650,000 1.777 1.777 100.000
11/1/2021 660,000 2.054 2.054 100.000
11/1/2022 670,000 2.154 2.154 100.000
11/1/2023 690,000 2.401 2,401 100.000
11/1/2024 710,000 2,601 2.601 100.000
11/1/2025 725,000 2.724 2,724 100.000
11/1/2026 745,000 2.824 2.824 100.000
C11/1/2027 770,000 2.924 2,924 100,000
11/1/2028 790,000 3.024 3.024 100.000
11/1/2029 815,000 3.124 3.124 100.000
11/1/2030 500,000 3.274 3.274 100.000
11/1/2031 515,000 3.374 3.374 100.000
11/1/2032 535,000 3.424 3.424 100.000
11/1/2039* 4,325,000 3.623 3.623 100.000

*Term Bond

Optional Redemption. Bonds maturing on or after November 1, 2028, are subject to redemption
prior to their stated maturities from any available moneys, at any time on and after November 1, 2027, as
a whole, or in part from time to time in any order of maturity determined by the Issuer, at a Redemption
Price equal to the principal amount of such 2017C Bonds or portions thereof to be redeemed, together
with the interest accrued on such principal amount to the date fixed for redemption.

Prior to November 1, 2027, the 2017C Bonds are subject to redemption prior to their stated
maturities at the option of the Issuer, at any time as a whole, or in part from time to time in any order of
maturity as determined by the Issuer, at 2 Redemption Price equal to the Make-Whole Redemption Price
(as defined below).

The “Make-Whole Redemption Price” of any 2017C Bonds to be redeemed is an amount equal to
the greater of (i) 100% of the principal amount of such 2017C Bonds or (ii) the sum of the present value
of the remaining scheduled payments of principal and interest to the maturity date of such 2017C Bonds
not including any portion of those payments of interest accrued and unpaid as of the date on which such
2017C Bonds are to be redeemed, discounted on a semiannual basis to the date on which such 2017C
Bonds are to be redeemed, assuming a 360-day year consisting of twelve 30-day months, at the Treasury
Rate (as defined below) plus (i) five (5) basis points, in the case of 2017C Bonds maturing in years 2017
through 2023, (ii) ten (10) basis points, in the case of 2017C Bonds maturing in years 2024 through 2028
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and (iii) fifteen (15) basis points, in the case of 2017C Bonds maturing 1n years 2029 through 2039; plus,
in each case, accrued and unpaid interest on such 2017C Bonds on such redemption date.

"Treasury Rate" means, with respect to any redemption date for any particular 2017C Bond, the
greater of: (i) the yield to maturity as of such redemption date of the United States Tieasury securities
with a constant maturity (as compiled and published in the most recent Federal Reserve Statistical
Release H.15 (519) that has become publicly available at least two business days prior to the redemption
date (excluding inflation indexed securities) (or, if such Statistical Release is no longer published, any
publicly available source of similar market data)) most nearly equal to the period from the redemption
date to maturity; provided, however, that if the period from the redemption date to maturity is less than
one year, the weekly average yield on actually traded United States Treasury securities adjusted to a
constant maturity of one year will be used; all as will be determined by an independent accounting firm,
investment banking firm or financial advisor retained by the Issuer at the Issuer’s expense and such
determination shall be conclusive and binding on the owners of the 2017C Bonds, or (ii) the rate per
annum, expressed as a percentage of the principal amount, equal to the semiannual equivalent yield to
maturity or interpolated maturity of the Comparable Treasury Issue (defined below), assuming that the
Compaiable Treasuy Issue is puichased on the redemption date for a price equal to the Comparable
Tieasury Price (defined below), as calculated by the Designated Investment Banker (defined below).

“Comparable Treasury Issue” means, with respect to any redemption date for a particular 2017C
Bond, the United States Treasury security or securities selected by the Designated Investment Banker that
has an actual or interpolated maturity comparable to the remaining average life of the 2017C Bond to be
redeemed.

“Comparable Treasury Price” means, with respect to any redemption date for a particular 2017C
Bond, (i) if the Designated Investment Banker receives at least four Reference Treasury Dealer
Quotations (defined below), the average of such quotations for such redemption date, after excluding the
highest and lowest Reference Treasury Dealer Quotations, or (ii) if the Designated Investment Banker
obtains fewer than four Reference Treasury Dealer Quotations, the average of all such quotations.

"Designated Investment Banker" means one of the Reference Treasury Dealers (as defined
below) appointed by the Issuer.

"Reference Treasury Dealer" means each of the four firms, specified by the Issuer from time to
time, that are primary United States government securities dealers in the City of New York (each a
“Primary Treasury Dealer”); provided, however, that if any of them ceases to be a Primary Treasury
Dealer, the Issuer will substitute another Primary Tieasury Dealer.

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Dealer
and any redemption date for a particular 2017C Bond, the average, as determined by the Designated
Investment Banker, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case
as a percentage of its principal amount) quoted in writing to the Designated Investment Banker by such
Reference Treasury Dealer at 3:30 P.M., New York City time, on the third business day preceding such
redemption date.

The redemption price of such 2017C Bonds to be redeemed will be determined by an independent
accounting firm, investment banking firm or financial advisor retained by the Issuer to calculate such
redemption price. The Issuer may conclusively rely on the determination of such redemption price by
such independent accounting firm, investment banking firm or financial advisor and will not be liable for
such reliance.
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Mandatory Smking Fund Redemption. The 2017C Bonds maturing on November 1, 2039, are
Term Bonds subject to redemption in part on November | in each of the years and in the respective
principal amounts set forth below at a Redemption Price equal to the principal amount or portion
thereof to be redeemed, together with the interest accrued thereon to the date fixed for redemption,
from Sinking Fund Installments which are required to be accumulated in the Debt Service Fund in
amounts sufficient to redeem on November 1 of each year shown below the principal amount of such
Offered Bonds specified for such year:

Principal
Year Amount
11/1/2033 $550,000
11/1/2034 575,000
11/1/2035 595,000
11/1/2036 620,000
. 11/1/2037 635,000
11/1/2038 665,000
11/1/2039* 685,000
$4,325,000

*Final Maturity
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APPENDIX III
To

Bond Purchase Agreement

FORM OF ISSUE PRICE CERTIFICATE

TENNESSEE STATE SCHOOL BOND AUTHORITY
HIGHER EDUCATIONAL FACILITIES SECOND PROGRAM BONDS,

$[ | 2017 SERIES A
$[ | 2017 REFUNDING SERIES B

ISSUE PRICE CERTIFICATE

The undersigned, on behalf of Citigroup Global Markets Inc., as representative (the
“Representative”) of itself, FTN Financial Capital Markets, Wells Fargo Bank, National Association and
Morgan Stanley & Co. LLC (together, the “Underwriting Group”), hereby certifies as set forth below with
respect to the sale and issuance of the above-captioned bonds (the “Bonds™).

1, Bona Fide Public Offering. As of the Sale Date, all of each Maturity of the Bonds was
the subject of a bona fide offering to the Public.

2, Sale of the General Rule Maturities. As of the date of this Certificate, for each Maturity
of the General Rule Maturities, the first price at which at least 10% of such Maturity was sold to the
Public is the respective price listed in Schedule A.

3. Initial Offering Price of the Hold-the-Offering-Price-Maturities.

(a) The Underwriting Group offered the Hold-the-Offering-Price Maturities to the Public for
purchase at the respective initial offering prices listed in Schedule A (the “Initial Offering Prices”) on or
before the Sale Date. A copy of the pricing wire or equivalent communication for the Bonds is attached to
this Certificate as Schedule B.

(b) As set forth in the Bond Purchase Agreement for the Bonds, the Representative has
agreed in writing that, (i) for each Maturity of the Hold-the-Offering-Price Maturities, it would neither
offer nor sell any of the unsold Bonds of such Maturity to any person at a price that is higher than the
Initial Offering Price for such Maturity during the Holding Period for such Maturity (the “hold-the-
offering-price rule”), and (ii) that the Representative shall retain the Hold-the-Offering-Price Maturities
and not allocate any to the Underwriting Group. Pursuant to such agreement, based on our records, the
Representative has not offered or sold any unsold Bonds of any Maturity of the Hold-the-Offering-Price
Maturities at a price that is higher than the respective Initial Offering Price for that Maturity of the Bonds
during the Holding/Period.

4, Defined Terms.

(a) General Rule Maturities means those Maturities of the Bonds shown in Schedule A
hereto as the “General Rule Maturities.”

. (b) Hold-the-Offering-Price Maturities means those Maturities of the Bonds shown in
Schedule A hereto as the “Hold-the-Offering-Price Maturities.”
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(c) Holding Period means, with respect to a Hold-the-Offering-Price Maturity, the period
starting on the Sale Date and ending on the earlier of (i) the close of the fifth business day after the Sale
Date, or (ir) the date on which the Underwriters have sold at least 10% of such Hold-the-Offering-Price
Maturity to the Public at a price that is no higher than the Initial Offering Price for such Hold-the-
Offering-Price Maturity.

(d) Issuer means the Tennessee State School Bond Authority.

(e) Maturity means Bonds with the same credit and payment terms. Bonds with different
maturity dates, or Bonds with the same maturity date but different stated interest rates, are treated as
separate maturities.

® Public means any person (including an individual, trust, estate, partnership, association,
company, or corporation) other than an Underwriter or a related party to an Underwriter. The term
“related party” for purposes of this Certificate generally means any two or more persons who have greater
than 50 percent common ownership, directly or indirectly.

(g) Sale Date means the first day on which there is a binding contract in writing for the sale
of a Maturity of the Bonds. The Sale Date of the Bonds is

(h) Underwriter means (i) any petson that agrees pursuant to a written contract with the
Issuer (or with the lead underwriter to form an underwriting syndicate) to participate in the initial sale of
the Bonds to the Public, and (ii) any person that agrees pursuant to a written contract directly or indirectly
with a person described in clause (i) of this paragraph to participate in the initial sale of the Bonds to the
Public (including a member of a selling group or a party to a retail distribution agreement participating in
the initial sale of the Bonds to the Public).

The representations set forth in this certificate are limited to factual matters only, and as it relates
to the actions of the other Underwriters, such representations are made to the best of the Repiesentative’s
knowledge based on the Representative’s records. Although certain information furnished in this
certificate has been derived from other Underwriters and cannot be independently verified by the
Representative, the Representative has no reason to believe such information to be untrue in any material
respect. Nothing in this certificate represents the Representative’s interpretation of any laws, including
specifically Sections 103 and 148 of the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations thereunder. The undersigned understands that the foregoing information will be relied upon
by the Issuer with respect to certain of the representations set forth in the Tax Certificate and with respect
to compliance with the federal income tax rules affecting the Bonds, and by Hawkins Delafield & Wood
LLP, Bond Counsel to the Issuer, in connection with rendering its opinion that the interest on the Bonds 1s
excluded from gross income for federal income tax purposes, the preparation of the Internal Revenue
Service Form 8038-G, and other federal income tax advice that it may give to the Issuer from time to time
relating to the Bonds. '

Dated: , 2017

CITIGROUP GLOBAL MARKETS INC,, as representative of the Underwriters

By

Name.
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Schedule A

Sale Prices

General Rule Matutities

__ Not Applicable

__ Maturities Listed Below

[Insert pricing table for General Rule Maturities]

Hold-the-Offering-Price Rule Maturities

__ Not Applicable

__ Maturities Listed Below

[Insert pricing table for Hold-the-Offering-Price Rule Maturities]
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Schedule B

Pricing Wire or Equivalent Communication

Not applicable, because there are no Hold-the-Offering-Price Maturities

Attached

23379900 4
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pfm

530 Oak Court Dr.

Suite 160

Memphis, TN 38117

901.682.8356

pfm.com

Ms. Sandi Thompson

Director

Office of State and Local Finance
Tennessee Comptroller of the Treasury
Cordell Hull Building

425 Fifth Avenue North, 4" Floor
Nashville, TN 37243

Dear Ms. Thompson:

June 24, 2019

PFM, as Financial Advisor to the Tennessee State School Bond Authority (“TSSBA"), is
recommending TSSBA execute a competitive sale for its upcoming Higher Educational
Facilities Second Program bond issue which is scheduled to price in late August 2019.

Basis for Recommendation

Competitive bond sales can offer several advantages over negotiated sales. A
competitive sale typically assures the lowest interest rates. While underwriting firms
may attempt to secure the best interest rates for the issuer, different firms have
different perceptions of the market and cater to various investor requirements. This is
evidenced by the fact that there are seldom two identical bids submitted at a
competitive sale. In addition, interest rate differentials in excess of 1/4% between low

and high bidders in a competitive sale are not uncommon.

In spite of the advantages of competitive sales, some bond issue structures and certain
market factors create conditions in which a negotiated sale may be the preferred sale
method. TSSBA should select a method of sale based on a thorough analysis of the
relevant rating, security and structure pertaining to the proposed bond issue. The
following table outlines the general conditions favoring each method of sale.

Attributes Competitive Sale Negotiated Sale Relevance to TSSBA
Issuer
TSSBA's bonds provide
funding for public higher
education revenue projects in
Broad-based, . TN and are securitized by an
Type of Special-purpose,

Organization

general-purpose

government independent authority

intercept of state
appropriations and tend to be
rated one-notch off the
State’s credit. These factors
imply a Competitive Sale.
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Frequency of

Regular borrower in

New or infrequent issuer

TSSBA is a known borrower

Issuance public market of debt in the municipal markets.
Active secondary Little or no institutional | TSSBA has received

Market ) . . . )

AWArENness market with wide base, but growing favorable investor interest on

investor base

dealer interest

prior sales.

Credit Quality

TSSBA strong credit of
Aal/AA+/AA+ is expected to

Rating A” or better Below single “A be received favorably in the
competitive market.
TSSBA bonds are securitized
Pledged General obligation Project supported _by project revenues and the
Revenues revenues intercept of state
appropriations.
Conventional
: resolution and Unusual or weak TSSBA will issue under the
Security ) ) . .
cashflow; rate covenants; subordinated | existing second program
Structure :
covenant and debt general bond resolution.
coverage
Improving or under TSSBA has stable ratings of
Trend Stable stress Aal/AA+/AA+.
Attributes Competitive Sale Negotiated Sale Relevance to TSSBA
Market Conditions

Interest Rates

Stable, predictable
market

Volatile or declining
market

While interest rates have
risen over the last month,
they are significantly lower
than 1 year ago.

Demand

Strong investor
demand, good
liquidity, light forward
calendar

Oversold market, heavy
supply

The current market for long-
term, fixed rate, higher grade
paper is strong.

Debt Structure

Tax Status

Tax-exempt, no
concerns

Taxable

The 2019 Bonds will be tax-
exempt.

Debt Instrument

Traditional serial and
term, full-coupon
bonds

Aggressive use of
innovative bond
structuring, derivative
products, swaps, or
variable-rate debt
instruments

TSSBA plans to sell
traditional serial and/or term
bonds.

Market Ti

ming

Many proponents of negotiated sales argue that a negotiated sale provides greater
flexibility in timing of the bond’s offering. In either method of sale, the issuer selects a
tentative pricing date and retains the flexibility to change this date, if needed. In a
competitive bond sale, TSSBA’s Notice of Sale will allow TSSBA to cancel or change
the pricing date until noon on the day preceding the competitive sale. Given either sale
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methodology, the process of marketing the bonds should begin one or two weeks prior
to the pricing date. Should the municipal market become unsettled or volatile, TSSBA
can postpone the bond pricing until a more favorable market exists.

PFM will closely monitor the municipal market as it relates to investor demand and
interest rates in order to strike a balance between the TSSBA's financial objectives and
investor preferences.

PFM'’s Pricing Group

PFM possesses industry-leading expertise and experience in regard to both
competitive and negotiated bond sales. PFM has a dedicated, in-house bond Pricing
Group which has been consulted through our evaluation and recommendation of a
competitive bond sale to TSSBA. PFM will also rely on our Pricing Group to prepare
the parameters to be included in the Notice of Sale.

Debt Management Policy Consideration
A competitive sale process seeks to achieve broad market participation and access
and is in compliance with the TSSBA's Debt Management Policy.

Market Supply

Municipal supply was minimized in 2018, following the increased supply at the end of
2017 ahead of tax reform. The lack of municipal bond supply has continued into 2019.
2019 is also expected to be a heavy redemption volume year resulting in an influx of
cash to investors. The influx of cash to investors combined with reduction of supply
creates a supply-demand imbalance that strongly favors municipal issuers, like TSSBA.
Year-to-date, interest rates have declined an average of 62.5 bps (0.625%) in years 1-
20. The resulting high demand and low supply puts the municipal market in a very
strong position regardless of the level of interest rates.

Other Current Events

At this time, the market does not anticipate the Fed will increase rates at any time in
2019. The recent reduction in interest rates during 2019 is likely a result of the softer
tone expected by the Fed during 2019.

Recommendation

Considering the above, PFM continues to believe that a competitive sale process is
optimal for TSSBA'’s Higher Educational Facilities Second Program bond issue. We
believe that the competitive sale process will encourage the underwriters with whom
the State of Tennessee (and TSSBA) already works to offer their best price while also
providing TSSBA with an indication of other investment banking firms that are
interested in doing business with the State of Tennessee.
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As reference materials, we have attached as Appendix A, a list of deals in Tennessee
and other state issuers who have accessed the municipal market through a competitive
process during June 2019.

We would be happy to provide additional insight or to discuss further. Please call if you
have any questions (901) 682-8356.

We appreciate the opportunity to serve the Tennessee State School Bond Authority
and value our relationship. We look forward to continued successful financings in the

future.
Sincerely,
Lauren S. Lowe Nick Yatsula
Managing Director Senior Managing Consultant

PFM Financial Advisors LLC PFM Financial Advisors LLC
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Competitive Sale Results
6/1/2019 - 6/19/19

Appendix A
(arlous Credita/Tax Satus) Maody!s/SERiFitch
NR/AA/NR
Haywood County 6/19/2019 4 (BAM Insurance)
Wilson County 6/18/2019 11 NR/AA+/NR
Erwin Utilities Authority 6/17/2019 4 NR/A/NR
Erwin Utilities Authority 6/17/2019 4 NR/A/NR
Coffee County 6/12/2019 3 NR/AA-/INR
Town of Smyrna 6/12/2019 9 Aal/AA+/NR
West Knox Utility District 6/11/2019 3 NR/AA+/NR
City of Morristown 6/10/2019 9 NR/AA-/NR
Hawkins County 6/4/2019 9 Aa3/NR/NR
Williamson County 6/4/2019 12 Aaa/NR/NR
Williamson County 6/4/2019 11 Aaa/NR/NR
~ State Issuer Moody's/S&P/Fitch
(Various Credits/Tax Status)
State of Georgia 6/19/2019 8 Aaa/AAA/AAA
State of Georgia 6/19/2019 7 Aaa/AAA/AAA
State of Georgia 6/19/2019 6 Aaa/AAA/AAA
State of Georgia 6/19/2019 7 Aaa/AAA/AAA
State of Texas 6/12/2019 11 Aaa/AAA/NR
State of Ohio 6/11/2019 10 Aal/AA+/AA+
State of Arkansas 6/6/2019 7 Aal/AA/NR
State of Washington 6/4/2019 6 Aa2/NR/NR
State of Washington 6/4/2019 9 Aa2/NR/NR




