Delivery of the 2000B Bonds is subject to receipt of the opinion of Co-Bond Counsel, to the effect that, assumin continuingrcompliance b§/
the Authority with certain covenants contained in the Bond Resol ution described herein and subject to the matters described under "TAX MATTERS'
herein, interest on the 2000B Bonds will be excludable from the grossincome of the owners thereof for federal income tax purposes and will not be
included in computing the alternative minimum taxable income of the owners thereof who are individuals or, except as herein described,
corporations. See"TAX MATTERS' herein.

NEW |SSUE - Book-Entry-Only Ratings (Uninsured Bonds): Moody's: “Aa2"
Standard & Poor's: “A+"
Ratings (I nsured Bonds): Moody's: “Aaa’
Standard & Poor's: “AAA”
See “MUNICIPAL BOND INSURANCE”
and “RATINGS.”

TEXAS PUBLIC FINANCE AUTHORITY

$29,480,000
Building Revenue Bonds
(State Preservation Board Project)
Series 2000B
Dated: July 1, 2000 Due: August 1, as shown below

The Texas Public Finance Authority Building Revenue Bonds (State Preservation Board Project), Series 2000B (the "2000B Bonds") are special
and limited obligations of the Texas Public Finance Authority (the "Authority"), a public authority and body politic and corporate, being issued in
the principal amount shown above. The 2000B Bonds are being issued to finance the third phase of construction of a State History Museum to be
IF’Olggl\(]agCI:r'll' the Capitol Complex (the “Project”) and to pay the costs of issuing the 2000B Bonds, as more fully described herein. See "THE

The 2000B Bonds are initially issuable only to Cede & Co., the nominee of The Depository Trust Company, New Y ork, New York (“DTC"),
pursuant to the book-entry system described herein. Beneficial ownership of the 2000B Bonds may be acquired in denominations of $5,000 or
integral multiples thereof. No physical delivery of the 2000B Bonds will be made to the purchasers thereof. Principal of, premium, if any, and
interest on the 2000B Bonds will be payable by the paying agent/registrar (the "Paying Agent/Registrar"), initially the Authority, to Cede & Co.,
nominee of DTC, which will make distribution of the amounts so paid to the participating members of DTC for subsequent remittance to the owners
of the beneficial interestsin the 2000B Bonds. The 2000B Bondswill be dated, and will bear interest from July 1, 2000. Interest on the 2000B Bonds
will be payable on February 1 and August 1 of each year, commencing February 1, 2001. The 2000B Bonds are subject to redemption prior to
maturity in whole or in part, from time to time, as more fully described herein. See"THE BONDS - Optional Redemption."

The 2000B Bonds and any Additional Bondswill be special and limited obligations of the Authority payable only from certain pledged security,
which will consist primarily of lease payments made pursuant to an amended and restated | ease agreement (the "L ease Agreement") dated as of July
1, 2000 between theAuthoriﬁiand the State Preservation Board (the "Preservation Board"), relating to the Project. The LeaseA?reement obligates
the Preservation Board to make |ease payments sufficient to pay, when due, the principal of, premium, if any, and interest on all the “ Preservation
Board Bonds” (as defined herein), which includes the 2000B Bonds.

The obligation of the Preservation Board to make payments under the L ease Agreement is subject to, and dependent upon,
appropriation by the Legislature of the State of Texasof fundsnecessary to makesuch payments. ThelL egislaturehasno obligation
to make any such appropriation. Neither the State of Texas nor any state agency, political corporation, or political subdivision of
the State of Texas will be obligated to pay the principal of, premium, if any, or interest on the 2000B Bonds, except as described
herein with respect to payments to bemadeby the Authority from therevenues pledged for such purpose. Neither thefull faith and
credit nor the taxing power of the State of Texas or any state agency, political corporation, or political subdivision of the State of
Texas (including the Authority) will be pledged to the payment of theprincipal of, premium, if any, or interest on the 2000B Bonds.
The Authority has no taxing power. See "THE BONDS - Source of Payment" and "DESCRIPTION OF THE TRANSACTION
DOCUMENTS - The Lease Agreement."

The scheduled payment of principal of and interest on the 2000B Bonds maturing on August 1 of theyears 2011 through 2020,

inclusive (the“Insured Bonds”), when duewill beguaranteed under an insurance policy tobeissued concurrently with thedelivery
of the Insured Bonds by FINANCIAL SECURITY ASSURANCE INC. See“MUNICIPAL BOND INSURANCE" herein. [LOGO]

The 2000B Bonds ar e subject to redemption prior to maturity as described herein.

MATURITY SCHEDULE, INTEREST RATE AND YIELD

Maturity Principal Interest Maturity Principal Interest
(Auqust 1) Amount Rate Yield (Auqust 1) Amount Rate Yield
2001 $1,145,000 4.400% 4.400% 2011 $1,490,000 6.000% 5.150%
2002 1,495,000 4.550% 4.550% 2012 1,490,000 6.000% 5.230%
2003 1,495,000 4.650% 4.650% 2013 1,490,000 6.000% 5.320%
2004 1,495,000 4.650% 4.700% 2014 1,490,000 6.000% 5.370%
2005 1,495,000 4.700% 4.750% 2015 1,490,000 6.000% 5.430%
2006 1,495,000 4.750% 4.800% 2016 1,490,000 6.000% 5.490%
2007 1,490,000 4.800% 4.850% 2017 1,490,000 5.500% 5.570%
2008 1,490,000 4.900% 4.950% 2018 1,490,000 5.500% 5.610%
2009 1,490,000 4.950% 5.000% 2019 1,490,000 5.625% 5.650%
2010 1,490,000 5.000% 5.050% 2020 1,490,000 5.625% 5.680%

(plus accrued interest from July 1, 2000)

The 2000B Bonds are offered for delivery when, as, and if issued and accepted by the Underwriters, and subject to the approval of the Attorney
General of the State of Texas and the legal opinion of Akin, Gump, Strauss, Hauer & Feld, L.L.P., Austin, Texas, and Wickliff & Hall, P.C., Houston,
Texas, Co-Bond Counsel. Certain other legal matterswill be passed upon for the Underwriters by their counsel, Delgado, Acosta, Braden & Jones,
P.C., El Paso, Texas. It is expected that the 2000B Bonds will be delivered on or about July 27, 2000, through the facilities of DTC.

SALOMON SMITH BARNEY
BEAR, STEARNS & CO. INC. DAIN RAUSCHER INCORPORATED ESTRADA HINOJOSA & COMPANY, INC.
RAMIREZ & CO., INC. SBK-BROOKSINVESTMENT CORP.

Dated July 18, 2000



STATE OF TEXAS

George W. Bush
Governor

Rick Perry
Lieutenant Governor

John Cornyn
Attorney General

Carole Keeton Rylander
Comptraller of Public Accounts

TEXAS PUBLIC FINANCE AUTHORITY

Daniel H. Branch
Chairman

Danid T. Serna
Vice Chairman

CynthiaL. Meyer
Secretary

Helen Huey
Member

John C.Kerr
M ember

H.L.Bert Mijares, Jr.
Member

*kk*x

Kimberly K. Edwards
Executive Director

Judith Porras
General Counsd

Firs Southwest Company
and
Walton Johnson & Company

Co-Financial Advisors



SALE AND DISTRIBUTION OF THE BONDS

Use of Official Statement

No dealer, broker, salesman or other person has been authorized by the Authority to give any information or to make any representation other
than those 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 the solicitation of an offer to buy, nor shall there
be any sale of the 2000B Bonds by any person, in any jurisdiction in which it is unlawful for such person to make such offer, solicitation, or sale.
Theinformation 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 theimplication that there has been no changein the affairs of the Authority or the State
of Texas since the date hereof. This Official Statement is submitted in connection with the sale of securities referred to herein and may not be
reproduced or used for any other purpose. In no instance may this Official Statement be reproduced or used in part.

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 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.

Other than with respect to information concerning Financial Security Assurance Inc. ("Financial Security") contained under the caption
"MUNICIPAL BOND INSURANCE" and in Appendix D "Specimen Municipal Bond Insurance Policy" herein, none of the information in this
Official Statement has been supplied or verified by Financial Security and Financial Security makes no representation or warranty, expressor implied,
asto (i) thedaccuracy or completeness of such information; (ii) the validity of the 2000B Bonds; or (iii) the tax exempt status of the interest on the
2000B Bonds.

THIS OFFICIAL STATEMENT IS INTENDED TO REFLECT FACTS AND CIRCUMSTANCES ON THE DATE OF THIS OFFICIAL
STATEMENT OR ON SUCH OTHER DATE ORAT SUCH OTHER TIMEASIDENTIFIED HEREIN. NOASSURANCE CAN BEGIVEN THAT
SUCH INFORMATION MAY NOT BEMISLEADINGAT A LATERDATE. CONSEQUENTLY, RELIANCE ON THISOFFICIAL STATEMENT
AT TIMESSUBSEQUENT TO THEISSUANCE OF THE 2000B BONDSDESCRIBED HEREIN SHOULD NOT BEMADE ON THEASSUMPTION
THAT ANY SUCH FACTS OR CIRCUMSTANCES ARE UNCHANGED.

Marketability

IN CONNECTION WITH THE OFFERING OF THE 2000B BONDS, THE UNDERWRITERS MAY OVERALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE ORMAINTAIN THEMARKET PRICE OF SUCH BONDSAT A LEVEL ABOVETHOSEWHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

The Authority has no understanding with the Underwriters regarding the reoffering yields or prices of the 2000B Bonds and has no control
over the trading of the 2000B Bonds after their sale by the Authority. Information regarding reoffering yields or pricesis the responsibility of the
Underwriters.

Securities Laws

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION NOR
HASTHE SECURITIESAND EXCHANGE COMMISSION PASSED UPON THEACCURACY ORADEQUACY OF THISOFFICIAL STATEMENT.
ANY REPRESENTATION TO THE CONTRARY ISA CRIMINAL OFFENSE.

No registration statement relating to the 2000B Bonds has been filed with the Securities and Exchange Commission under the Securities Act
of 1933, asamended, in reliance upon an exemption provided thereunder. The 2000B Bonds have not been registered or qualified under the Securities
Act of Texas in reliance upon various exemptions contained therein; nor have the 2000B Bonds been registered or qualified under the securitieslaws
of any other jurisdiction. The Authority assumes no responsibility for registration or qualification for sale or other disposition of the 2000B Bonds
under the securitieslaws of any jurisdiction in which the 2000B Bonds may be offered, sold or otherwisetransferred. This disclaimer of responsibility
for registration or qualification for sale or other disposition of the 2000B Bonds should not be construed as an interpretation of any kind with regard
to the availability of any exemption from securities registration or qualification provisions.
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OFFICIAL STATEMENT
relating to
TEXAS PUBLIC FINANCE AUTHORITY

$29,480,000
Building Revenue Bonds
(State Preservation Board Project)
Series 2000B

INTRODUCTION

The purpose of this Official Statement (which includes the cover page and attached Appendices) is to furnish information
concerning the offering of the Texas Public Finance Authority Building Revenue Bonds (State Preservation Board Project), Series
2000B (the "2000B Bonds"), which are being issued by the Texas Public Finance Authority (the "Authority") in the aggregate
principal amount set forth above, pursuant to the authority granted to it by the Texas Public Finance Authority Act, asamended,
Chapter 1232, Texas Government Code (the "Enabling Act"), certain other statutes and a Bond Resol ution (as defined below)
adopted by the Board of Directorsof the Authority and acertificate of the pricing committee appointed by the Board of Directors.
The 2000B Bonds areissued under and pursuant to an amended and restated bond resol ution adopted by the Board of Directors
of the Authority on June 20, 2000 (the “Bond Resolution™).

The 2000B Bonds are being issued to finance the third phase of construction of a State History Museum to be located in the
Capitol Complex in Austin, Texas (the " Project") and to pay the costs of issuing the 2000B Bonds, as morefully described herein.
See“THE PROJECT.”

The Project will be leased by the Authority to the State Preservation Board (the "Preservation Board") pursuant to an
Amended and Restated L ease Agreement, dated as of July 1, 2000 (the "Lease Agreement"), between the Authority and the
Preservation Board. The Lease Agreement will obligate the Preservation Board to make or cause to be made lease payments
sufficient to pay, when due, the principal of, premium, if any, and interest on all Preservation Board Bonds, including the 2000B
Bonds, andto pay certain expensesrel ated to the Preservation Board Bondsand the Project. Asused herein, “ Preservation Board
Bonds” means the Authority’s 1997B Bonds and 1999A Bonds which were issued to finance the first two phases of the
acquisition and construction of the Project, the 2000B Bonds and any Additional Bondsissued under the Bond Resolution. See
"DESCRIPTION OF THE TRANSACTION DOCUMENTS- The Lease Agreement,” and“ THE PROJECT.” Pursuant to the Bond
Resolution, the Authority will pledgeto the Bond Ownersassecurity for the payment of the Preservation Board Bonds (i) all right,
title and interest of the Authority in and to the Pledged Revenues, which consist of all Lease Payments with certain exceptions
as described in (ii) hereof; (ii) all rights and remedies of the Authority under the Amended and Restated Funds Management
Agreement between the Authority and the Comptroller of Public Accounts of the State of Texas dated as of July 1, 2000 (the
“Funds Management Agreement”), the Lease Agreement and any other lease or use agreement or arrangement between the
Authority and any Person whereby such Person uses or occupiesall or any part of the Project (except for the Authority's rights
(A) to receive proceeds of insurance maintained with respect to the Project, (B) to indemnification and (C) to payment of Bond
Administration Costs); and (iii) the Interest and Sinking Fund. The moneys held by the Comptroller of Public Accounts of the
State of Texas (the"Comptroller") in the Project Fund, Issuance Cost and Operations Fund, Restoration Fund and Rebate Fund
do not constitute security for any of the Preservation Board Bonds. See "THE BONDS - Source of Payment," "— Investment
Considerations" and "— Flow of Funds."

Theobligation of the Preservation Board to make paymentsunder the L easeAgreement issubject to and dependent upon,
appropriation by the L egidature of the State of Texas (the" Legidature") of fundsnecessary to makesuch payments. Neither
the State of Texas(the" State") nor any state agency, political corporation or political subdivision of the Statewill be obligated
topay theprincipal of, premium, if any, or interest on the 2000B Bonds except asdescribed herein with respect to paymentsto
be made by the Authority from therevenues pledged for such purpose. Neither thefull faith and credit nor thetaxing power of
the Stateor any state agency, political cor poration or political subdivision of the State (including the Authority) will be pledged
for payment of the principal of, premium, if any, or interest on the2000B Bonds. TheAuthority hasnotaxing power. See" THE
BONDS - Sour ce of Payment."

This Official Statement includes adescription of the 2000B Bonds (including the source of payment of the 2000B Bonds), the
Authority, the Preservation Board, the Project and certain other matters, along with summaries of the Bond Resolution, the L ease
Agreement and the Funds Management Agreement. Because payments to be made by the Preservation Board under the L ease
Agreement will come from appropriations made by the Legislature of the State from general revenue funds, the information
concerning the State that is contained in Appendix A to this Official Statement should bereviewed carefully. The summaries of
documents contained herein do not purport to be complete and are qualified in their entirety by reference to the respective
documents. The forms of the Bond Resolution, the Lease Agreement and the Funds Management Agreement are available for
i nspection at the offices of the Authority, 300 West 15" Street, Suite 411, William P. Clements State Office Building, Austin, Texas
78701. Reference is made to the section herein captioned "DESCRIPTION OF THE TRANSACTION DOCUMENTS - Selected
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Definitions" and to the Bond Resol ution, L ease Agreement, and Funds M anagement Agreement for the definition of certainterms
used herein.

SOURCESAND USESOF FUNDS

The proceeds from the sale of the 2000B Bonds, including accrued interest, are expected to be applied asfollows:

Sour ces

Par Amount of Bonds $29,480,000.00

Accrued Interest on the Bonds 112,625.14

Net Premium 349,088.70
Total $20,941,713.84

Uses

Deposit to Project Fund $29,487,537.50

Deposit to Interest and Sinking Fund 112,625.14

Cost of Issuance® 341,551.20
Total $29,941,713.84

@ Includes Underwriters' discount in the amount of $174,772.60 and bond insurance premium in the amount of $46,778.60.

THEAUTHORITY

TheAuthority isapublicauthority and body politic and corporate created in 1984 by an act of the L egislature. The Authority
(formerly known as the Texas Public Building Authority) succeeded to the ownership of all property of, and all |ease and rental
contracts entered into by, the Texas Public Building Authority, and all of the obligations contracted or assumed by the Texas
Public Building Authority became obligations of the Authority.

The Authority is currently governed by a board of directors (the " Authority Board") composed of six members appointed
by the Governor of the State (the "Governor") with the advice and consent of the State Senate. The current members of the
Authority Board, the office held by each member, the occupation of each member, and the date on which each member's term
expiresare asfollows:

Term Expires
Name Position Occupation (February 1)
Daniel H. Branch Chairman Attorney at Law 2001
Danid T. Serna ViceChairman  Certified Public Accountant 2003
CynthiaL. Meyer Secretary Certified Public Accountant 2003

and Business Owner

Helen Huey Member Independent Business Consultant 2005
John C. Kerr Member Attorney at Law 2001
H. L. Bert Mijares, Jr. Member Architect 2005

The Authority employs an Executive Director (the "Executive Director") who is charged with managing the affairs of the
Authority, subject to and under the direction of the Authority Board. The Executive Director is Kimberly K. Edwards.

Pursuant tothe Enabling A ct and Chapter 1401, TexasGovernment Code, the Authority i ssuesgeneral obligationandrevenue
bonds for designated State agencies and maintains the Master L ease Purchase Program, a revenue commercial paper program,
to finance equipment acquisitionsby State agencies. Under these authorities, the Authority hasissued revenue bonds on behal f
of the Preservation Board, the General Services Commission, Texas Parks and Wildlife Department, Texas Department of Health,
the Texas Department of Criminal Justice, the Texas Military Facilities Commission (formerly the National Guard Armory Board),
the Texas State Technical College System, Midwestern State University, Stephen F. Austin State University, and Texas Southern
University. It hasal soissued general obligation bondsfor the TexasDepartment of Criminal Justice, the TexasY outh Commission,
the Texas Department of Mental Health and Mental Retardation, the Texas Department of Public Safety, the Texas Parks and
Wildlife Department, the Texas National Research Laboratory Commission (the " Superconducting Super Collider Project") and
the Texas Juvenile Probation Commission.
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In September 1997, the Authority was also granted exclusive bond issuing authority for the Texas Low-Level Radioactive
Waste Disposal Authority. In 1999 however the Low-Level Radioactive Waste Disposal Authority was abolished and its
responsibilities were transferred to the Texas Natural Resource Conservation Commission. The Authority isalso authorized to
issue bondson behalf of certainjoint power municipal utilitiesto financetheir stranded costs, under S.B. 7, Acts, 76th Legislature,
R.S. (1999).

Before the Authority may issue bondsfor the acquisition or construction of abuilding, the L egislature must have authorized
the specific project for which the bonds are to beissued and the estimated cost of the project or the maximum amount of bonded
indebtedness that may beincurred by the issuance of bonds. The Texas Supreme Court, inTexas Public Building Authority v.
Mattox, 686 S.W.2d 924 (1985), ruled that revenue bonds issued by the Authority do not constitute debt of the State within the
meaning of the State Constitution.

Sunset Review

In 1977 the Legislature enacted the Texas Sunset Act (Chapter 325, Texas Government Code), which providesthat virtually
all agencies of the State, including the Authority, are subject to periodic review of the Legislature and that each agency subject
to sunset review will be abolished unless the Legislature specifically determines to continue its existence. The Authority was
reviewed during the 1997 | egi sl ative session under the Texas Sunset A ct, and the next schedul ed review of the Authority isduring
the legislative session in 2009. The Enabling Act of the Authority, as amended by the 75th Legislature, provides that if the
Authority is not continued in existence, the Authority will ceaseto exist asof September 1, 2009; however, the Texas Sunset Act
provides that the Authority will exist until September 1 of thefollowing year (September 1, 2010) in order to concludeitsbusiness.

In the event either the Authority or the Preservation Board is abolished pursuant to the Texas Sunset Act, the Governor is
required to designate an appropriate state agency to carry out the Authority's or the Preservation Board' s covenants contained
in the 2000B Bonds and in the documents authorizing the 2000B Bonds. In such event, Co-Bond Counsel believes (1) the 2000B
Bonds would remain valid and binding obligations, subject to all applicable terms and conditions of the laws and proceedings
authorizing the 2000B Bonds, and (2) such designated agency would be obligated and authorized to carry out all such covenants
and to provide payment from the sources pledged to the 2000B Bondsin accordance with the termsthereof until the 2000B Bonds
arepaidinfull.

Additional Authorized Revenue Bond Projects

The Texas Legislature has authorized the Authority to issue revenue bonds for a number of additional projects and may
authorize further projects in future legislative sessions. See Appendix A, "STATE DEBT - State Revenue Bonds." The State
agency responsible for the project to be financed is also responsible for initiating the project and requesting financing. The
Authority cannot determine in advance when aclient agency will be ready to begin an authorized project, nor can the Authority
determine which, if any, additional projectswill be authorized by the Legislature.

Relationship With Other State Agencies

Under the Enabling Act, the Authority's power is limited to financing projects and does not affect the power of the
Preservation Board or any other agency or institution of the State to carry out its statutory authority, including its authority to
construct buildings. The Enabling Act directs state agencies and institutions to carry out their authority regarding projects
financed by the Authority asif the projects were financed by legislative appropriation. Accordingly, the Authority will not be
responsible for supervising the construction and maintenance of the Project.

The Authority isdirected by law to deposit the proceeds of the sale of itsbondsin the State Treasury for the account of the
state agency at whose regquest those bonds wereissued. Once the funds are so deposited and the Comptroller has certified that
funds are available, and after payments of costs of issuance of such bonds as specified by the Authority, the appropriate state
agency may begin the project for which the bonds were issued. The owners of the Authority's bonds have no rights to the
project funds so held in the State Treasury. See"THE BONDS - Source of Payment" and "- Flow of Funds."

Payments on the 2000B Bonds are expected to be made from money appropriated by the L egislaturefor each purpose or other
available money transferred to the Interest and Sinking Fund. See“THE BONDS - Source of Payment."

With certain exceptions, bonds issued by state agencies and institutions, including bonds issued by the Authority, must
be approved by the Texas Bond Review Board prior to their issuance. The Texas Bond Review Board is composed of the
Governor, the Lieutenant Governor, the Speaker of the House of Representatives and the Comptroller of Public Accounts. The
Governor isthe Chairman of the Texas Bond Review Board. Each member of the Texas Bond Review Board may, and frequently
does, act through a designee. The 2000B Bonds received the final approval of the Texas Bond Review Board on June 22, 2000.



THE PRESERVATION BOARD
General

ThePreservation Board isan agency of the State, whose membership consists of the Governor, the Lieutenant Governor, the
Speaker of the House, amember of the Senate appointed by the Lieutenant Governor, amember of the House of Representatives
appointed by the Speaker, and a public citizen member appointed by the Governor. Each of the Governor, Lieutenant Governor
and Speaker of the House may act through a designee. The current members of the Preservation Board, the position of each
member, and the date on which each member'sterm expires are asfollows:

Name Position Term Expires
George W. Bush, Chairman Governor Ex officio

Rick Perry, Co-Vice Chairman Lieutenant Governor Ex officio

James E. "Pete" Laney, Co-Vice Chairman Speaker of the House Ex officio
ChrisHarris State Senator January 9, 2001
Tony Goolsby State Representative January 9, 2001
Dealey Decherd Herndon Citizen Board Member February 1, 1997

@' Ms. Herndon is authorized under law to serve until sheis replaced.

The Preservation Board employs an Executive Director who is charged with managing the affairs of the Preservation Board,
subject to and under itsdirection. Rick Crawford isthe Executive Director of the Preservation Board.

Pursuant to Chapter 443, Texas Government Code (the "Preservation Board Act"), the Preservation Board is generally
responsible for restoring, maintaining and preserving the State Capitol, the State Capitol Extension, theHistoric Grounds, and the
General Land Office Building. This responsibility includes the facilities management of the buildings and grounds; the
maintenance, documentation, and restoration of historical items; the management of a comprehensive educational program
focusing on the history of the buildings; and the management of all events, exhibits, and activities at the State Capitol. The
Preservation Board Act was amended by the Legislature during the 1997 legislative session to grant the Preservation Board
authority to develop and construct the State History Museum in the Capitol Complex. The Preservation Board also operatesthe
State Capitol gift shops and controls areas such asthe cafeteria, press area, and ATM machine at the State Capitol. Inaddition,
the Preservation Board operates and controlsthe Capitol Visitors Parking Garagefor the benefit of visitorsto the Capitol Complex
andreceivesall revenuesfrom 780 parking meterslocated inthe Capitol Complex. Noneof thereceiptsor revenue described above
are pledged to securethe 1997B Bonds (asdefined in the Bond Resol ution), the 1999A Bonds (asdefined in the Bond Resol ution)
or the 2000B Bonds.

Authority's Relationship with the Preservation Board

The Authority and the Preservation Board have entered into amemorandum of understanding, dated as of November 1, 1997
(the "Preservation Board Memorandum™), which defines the division of authority between the Authority and the Preservation
Board with respect to projects financed by the Authority. The Preservation Board Memorandum provides that the Authority,
at the request of the Preservation Board, will issue bondsto finance projectsidentified by the Preservation Board and approved
by the Legislature. The Preservation Board Memorandum also provides that the Preservation Board will be responsible for the
planning, construction, maintenance, and operation of projects, except that the Authority isrequired to provide certain insurance
deemed necessary or appropriatefor any project. Under thetermsof the Preservation Board M emorandum, the Preservation Board
isobligated to provide to the Authority a deed to any building project or real property that is the site of a building project and
any necessary easements, without cost. The Preservation Board has transferred title to the land upon which the State History
Museumwill be built to the Authority by aquit-claim deed dated September 4, 1998. Under the Enabling Act and the Preservation
Board Memorandum, the Preservation Board will reacquire title to the Museum Project once the Preservation Board Bonds and
any additional bondsissued under the Bond Resolution rel ated to the Museum Project are paid in full. 1nthe event of aconflict
between the Preservation Board Memorandum and the L ease Agreement, the Lease Agreement will control.

Sunset Review

ThePreservation Board issubject to Sunset Review. Thenext scheduled review of the Preservation Board under the Texas
Sunset Act isduring thelegislative session in 2007. The Preservation Boar d'senabling act providesthat if the Preservation
Boar disnot continued in existence, the Preser vation Boar d will ceaseto exist on September 1, 2007; however, the T exas Sunset
Act providesthat the Preservation Board will exist until September 1 of the following year (September 1, 2008) in order to
concludeitsbusiness.



THE PROJECT

The Project isto befinanced with the proceeds of the Preservation Board Bonds, including the 2000B Bonds. Proceeds of the
2000B Bonds are expected to be used to finance the costs of the third phase of construction of the State History Museum to be
located in the Capitol Complex at 1800 North Congress Avenue, Austin, Texas. Ascurrently planned, the four levels of museum
spacewill includeexhibitsonthreelevelsand allow for single-story, two-story and three-story exhibit spacesto alow for dramatic
displays of certain parts of Texas history. The remaining level will be utilized for mechanical operations and administrative
support. The underground parking facility will accommodate up to 500 cars.

Thefirst phase of the Project was financed with proceeds of the Authority’s Building Revenue Bonds (State Preservation
Board Project) Series 1997B (the “1997B Bonds") issued on December 11, 1997. The second phase of the Project was financed
with proceeds of the Authority’ s Building Revenue Bonds (State Preservation Board Project) Series 1999A (the*1999A Bonds”)
issued on January 27, 1999. Costs of this third phase are expected to include direct and indirect construction costs, site and
construction testing and professional design fees. The Legislatureoriginally authorized this Project pursuant to Section 443.021,
Texas Government Code, and H.B. 1, 75" Legidature, R.S., Article I, pp. 1-73-74, §9 (1997), at an estimated project cost of $80
million. Authorization to complete the third phase of construction of the State History Museum, at an estimated cost of
$30,000,000, was continued by the 76" Legislaturein H.B. 1, 76" Legisature, R.S., Articlel, p. I-74, §4 (1999). The Enabling Act
authorizes the Authority to issue bonds in an amount that is 1Y% times such estimated project cost, or $45 million, for the third
phaseconstruction. Although thetotal costs of the third phase of construction of the State History Museum are expected to be
$30 million, there is no assurance at thistime asto what actual construction costswill be.

Although it is currently expected that fees generated by visitors to, or other users of, the State History Museum will be
sufficient to pay for the operating costs of the State History Museum, thereisno assurance at thistimethat the number of visitors
to the State History Museum, once built, will actually meet such expectations. To the extent that operating costs are not payable
in full from visitors' fees or other user fees, such costs will need to be paid from appropriated money or other lawfully available
funds. Thefeesgenerated by visitorsto, or other users of, the State History Museum are not pledged as security for the 1997B
Bonds, the 1999A Bonds or the 2000B Bonds. See"THE BONDS-— Source of Payment." The State History Museum, once built,
may be operated by the Preservation Board or by another state agency or other operator with whom the Preservation Board may
contract for such purpose.

At thedirection of the Legislature, the Authority may sell or otherwise dispose of the Project, provided the Authority applies
the proceeds of such saleor dispositionin accordancewith such directive. Inthe event of damage, destruction, or condemnation
of the Project, the proceeds received may, at the election of the Preservation Board, be used to restore or replace such Project or
be transferred to the Interest and Sinking Fund to be applied in accordance with the Funds Management Agreement. See"THE
BOND S nvestment Considerations.”



THE BONDS
Description of the 2000B Bonds

The2000B Bondswill beissuedinbook-entry form pursuant tothebook-entry-only system described bel ow. Beneficial owners
of 2000B Bonds will not receive physical delivery of the bond certificates. The 2000B Bonds will be issuablein fully registered
form and purchases of 2000B Bonds are required to be in the denomination of $5,000 or any integral multiplethereof. The 2000B
Bonds will bear interest at the respective rates shown on the cover page of this Official Statement, calculated on the basis of a
360-day year composed of 12 months of 30 days each. The 2000B Bonds will mature in the respective principal amountsand on
the respective dates shown on the cover page of this Official Statement. The2000B Bondswill be dated and will bear interest from
July 1, 2000. Interest on the 2000B Bonds will be payable semi-annually on each February 1 and August 1 (each an "Interest
Payment Date"), commencing February 1, 2001.

Optional Redemption

The 2000B Bonds stated to mature on or after August 1, 2010, will be subject to redemption, in whole or in part from time to
time, at the option of the Authority on August 1, 2009, and on any date thereafter at a redemption price equal to the principal
amount to be redeemed plus accrued but unpaid interest to, but not including, the date of redemption.

Notice of Redemption

Not lessthan thirty (30) nor morethan forty-five (45) daysprior to aredemption date for any Bond, anotice of redemption will
be sent in the name of the Authority to each Bond Owner of a Bond to be redeemed in whole or in part at the address of such
Bond Owner appearing on the Register at the close of business on the Business Day next preceding the date of mailing. Such
noticewill statetheredemption date, the redemption price, the place at which 2000B Bondsareto be surrendered for payment and,
if lessthan all the 2000B Bonds outstanding are to be redeemed, the numbers of 2000B Bonds or portionsthereof to be redeemed.
So long as the 2000B Bonds remain Book-Entry Bonds, the Authority will only be required to send such notice of redemption to
the Securities Depository (or its nominee). Any notice of redemption so sent as provided in this provision will be conclusively
presumed to have been duly given, whether or not the Bond Owner receives such notice by the date fixed for redemption, and
due provisionswill be made with the Paying Agent/Registrar for payment of the redemption price of the 2000B Bonds or portions
thereof to be redeemed. When 2000B Bonds have been called for redemption, in whole orin part, and notice of redemption has
been given asherein provided, the2000B Bondsor portionsthereof so redeemed will nolonger beregarded asoutstanding, except
for the purpose of receiving payment solely fromthefundsso provided for redemption, andinterest that woul d otherwise accrue
after the redemption date on any Bond or portion thereof called for redemption will terminate on the date fixed for redemption.

Sour ce of Payment

Pursuant tothe Bond Resol ution, the Authority will pledgeto the Bond Ownersas security for the payment of the Preservation
Board Bonds, including the 2000B Bonds, all right, title and interest of the Authority in and to (i) the Pledged Revenues, which
consist of al applicable Rent Payments, with certain exceptions as described in (ii) hereof; (ii) al rights and remedies of the
Authority under the Funds Management Agreement, the L ease Agreement and any other |ease or use agreement or arrangement
between the Authority and any Person whereby such Person uses or occupies all or any part of the Project (except for the
Authority's rights (A) to receive proceeds of insurance maintained with respect to the Project, (B) to indemnification, and (C) to
payment of Bond Administration Costs); and (iii) the Interest and Sinking Fund. The moneys held by the Comptroller in the
Project Fund, the Issuance Cost Fund, the Restoration Fund and the Rebate Fund do not constitute security for the 2000B Bonds
or any other Preservation Board Bonds.

The Lease Agreement obligates the Preservation Board to make Rent Payments in amounts sufficient to pay the principal of,
premium, if any, and interest on the Preservation Board Bonds, including the 2000B Bonds. See "DESCRIPTION OF THE
TRANSACTION DOCUMENTS - The Lease Agreement - Rent Payments."

Theobligation of the Preservation Boar d to make Rent Paymentsand other paymentsunder the L ease Agreement issubj ect
to, and dependent upon, the appropriation of funds by the L egidature in amounts sufficient to makesuch payments. Under the
Texas Congtitution, an appropriation may not be made for more than one biennium. Accordingly, at any given time, the
Preservation Board’sobligation under the L ease Agreement will belimited tothethen-current fiscal year or biennium and, if
the L egisature hasadopted an appropriationshill, for the succeeding fiscal year or biennium. Although theterm of theL ease
Agreement extendsbeyond thecurrent fiscal year or biennium, the continuation of the L ease Agreement isdependent upon the
successive appropriation in the budget for each fiscal year or biennium of sufficient moneys to make the payments required
thereunder, and thefailureof theL egislaturetomakesuch appropriation may result intheter mination of the L ease Agr eement.
Whileit isexpected that the L egislature will make appropriationsfor each fiscal year or biennium in an amount sufficient to
allow the Preservation Board to make the Rent Payments and other required payments under the L ease Agreement, the
Legidaturehasno legal obligation to do so, and the owner s of the 2000B Bonds and any other Preservation Board Bondswill
have noright to compe the L egidatur e to make such appropriations.

The Preservation Board has been appropriated amountsfor | ease payments sufficient to pay debt service on the Preservation
Board Bonds, including the 2000B Bonds, in the current biennium and will request appropriations sufficient to meet its Rent
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Payment obligation under the L ease Agreement in future bienniums. Because the Rent Payments will ultimately be made from
funds appropriated by the L egislature to the Preservation Board for such purpose, prospective purchasers of the 2000B Bonds
areencouragedtoreview Appendix A tothisOfficial Statement (which containscertaininformation regarding the State) asthough
the State were the source of revenuesfor debt service payments on the 2000B Bonds, even though the Statewill not be obligated
to pay the 2000B Bonds. The financial condition of the State has a bearing upon whether the Legislature will be willing to
appropriate funds to make L ease Payments and whether the State will be able to satisfy obligations for Rent Payments if funds
are appropriated.

The Legislature has never failed to appropriate sufficient amounts to enable the Authority to receive rental payments from
State agencies and departments necessary to pay the Authority’ srevenue bondsissued to financefacilities|eased to such State
agencies and departments.

Additional Bonds

The Authority has reserved the right to issue Additional Bonds secured on a parity with the 2000B Bonds for the purpose
of paying additional costs of the Project. See“DESCRIPTION OF THE TRANSACTION DOCUMENTS - The Bond Resolution -
Additional Bonds.” At present the Preservation Board does not anticipate the need to issue Additional Bonds.

Investment Consider ations

The Authority has not granted the Bond Owners alien against, or security interest in, the Project as security for the 2000B
Bonds or any Additional Bonds. If the Preservation Board defaults in the payment of amounts due under the L easeAgreement
or the Lease Agreement is terminated because of non-appropriation, the Authority has the right, in accordance with the Lease
Agreement, to re-lease the Project to other users. However, the ability of the Authority to re-lease the Project upon default under
the L ease Agreement (or termination of the same because of non-appropriation) may beimpaired by factorssuch asthespecialized
nature of the Project and market demand for rental property generally. The Authority's ability to re-lease the Project is further
limited by federal income tax-related covenants contained in the Bond Resolution which, in order to preserve the excludability
of interest on the 2000B Bonds from gross income for federal income purposes, effectively prohibits the lease of the Project to
non-governmental users without the consent of the Bond Owners. The ability of the Authority to re-lease the Project also may
be hindered by thetraditional reluctance of the courtsto evict agovernmental body from afacility that isused in the performance
of its governmental functions, especially if that governmental body has the right to occupy that facility, pursuant to the terms
of another valid agreement.

Flow of Funds

Under the Bond Resol ution, the Interest and Sinking Fund established for the Preservation Board Bonds, including the 2000B
Bonds, will be administered by the Comptroller of Public Accounts-Treasury Operations pursuant to the Funds Management
Agreement. All money required to be deposited with or paid to the Authority and credited to the Interest and Sinking Fund will
beheldintrust and, except for fundsheld for the payment of Bond Obligationsthat have become due, will be subject tothe pledge
created by the Bond Resolution.

All Pledged Revenues collected by the Authority will be deposited into the Interest and Sinking Fund. Under the Funds
Management Agreement, on each Rent Payment Date, the Authority will make Rent Paymentson behal f of the Preservation Board
by transferring fundsfrom the State L ease Fund (or from such other source of fundslawfully availableto the Preservation Board
as may bedirected by the Preservation Board) to thenterest and Sinking Fund inan amount that (taking into account other funds,
if any, on deposit in the Interest and Sinking Fund) is sufficient to pay the principal of, premium, if any, and interest on the
Preservation Board Bonds (including the 2000B Bonds) next coming due. Upon receipt of written instructionsfrom the Executive
Director to transfer funds to the Interest and Sinking Fund from another account of the Authority, orto deposit funds received
by the Comptroller of Public Accounts-Treasury Operationsfrom, or for theaccount of , the Authority into the Interest and Sinking
Fund, the Comptroller of Public Accounts-Treasury Operations will make such transfer or deposit in accordance with such
instructions.

If, after any Rent Payment Date but beforethe date that payment of the principal of, premium, if any, and interest on the 2000B
Bonds next comes due following such Rent Payment Date, the Comptroller of Public Accounts-Treasury Operations receives
telephonic instructions fromthe Executive Director to transfer fundsto the Interest and Sinking Fund from the State L ease Fund
or from such other source of fundslawfully availableto the Preservation Board as may be directed by the Preservation Board, in
orderto cureadeficiency inthelnterest and Sinking Fund, the Comptroller of Public Accounts-Treasury Operations, upon receipt
of such instructions, will make such transfer in the amount and otherwise in accordance with such instructions.

The Rebate Fund isestablished for purposes of complying with provisionsof the Codethat requirethe Authority to pay over
to thefederal government any excess earnings (generally, the portion of investment income attributableto ayield oninvestments
that ishigher than theyield on the 2000B Bonds) received frominvestment of the proceeds of the 2000B Bonds and certain money
held in connection with the 2000B Bonds. The Rebate Fund isheld for the sole benefit of the United States of Americaand isnot
subject to the claim of any Bond Owner. From timeto time the Comptroller of Public Accounts-Treasury Operationswill transfer
to the Rebate Fund the amounts directed by the Authority to be paid to the federal government pursuant to the Code.

7



M oney held by the Comptroller of Public Accounts-Treasury Operations pursuant to the Funds M anagement Agreement may
be invested in any investment authorized by law for State funds as selected by the Comptroller of Public Accounts-Treasury
Operations. Income from any investment of moneysin afund will be deposited in such fund.

BOOK-ENTRY-ONLY SYSTEM

The Depository Trust Company ("DTC"), New York, NewY ork, will actinitially assecuritiesdepository for the 2000B Bonds.
The 2000B Bonds will beissued asfully-registered securitiesregistered in the name of Cede & Co. (DTC's partnership nominee).
Onefully registered certificatewill beissued for each stated maturity of the 2000B Bondsin theaggregate principal amount of such
maturity, and will be deposited with DTC.

DTCis alimited-purpose trust company organized under the New Y ork Banking Law, a"banking organization" within the
meaning of the New Y ork Banking Law, amember 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 securitiesthat its participants ("Direct Participants') deposit with DTC. DTC also
facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in deposited securities
through electronic computerized book-entry changesin Direct Participants accounts, thereby eliminating the need for physical
movement of securities certificates. Direct Participantsinclude securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is owned by a number of its Direct Participants and by the New Y ork Stock
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. AccesstotheDTC
systemisalso availableto others such assecuritiesbrokersand deal ers, banks, and trust companiesthat clear through or maintain
acustodial relationship with aDirect Participant, either directly or indirectly ("Indirect Participants'). TherulesapplicabletoDTC
and its Participants are on file with the Securities and Exchange Commission.

Purchases of 2000B Bonds under the DTC system must be made by or through Direct Participants, which will receive acredit
for the 2000B Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond ("Beneficial Owner") is
inturnto berecorded onthe Direct and | ndirect Participants' records. Beneficial Ownerswill not receivewritten confirmation from
DTC of their purchase, but Beneficial Owners are expected to receive written confirmations providing details of the transaction,
as well asperiodic statementsof their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered
into the transaction. Transfers of ownership interest in the 2000B Bonds are to be accomplished by entries made on the books
of Direct or Indirect Participantsacting on behalf of Beneficial Owners. Beneficial Ownerswill not receive certificatesrepresenting
their ownership interests in the 2000B Bonds, except in the event that use of the book-entry system for the 2000B Bonds is
discontinued.

To facilitate subsequent transfers, all 2000B Bonds deposited by Direct Participants with DTC are registered in the name of
DTC's partnership nominee, Cede & Co. The deposit of 2000B Bondswith DTC and their registration in the name of Cede & Co.
effect no changein beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 2000B Bonds; DTC's
records reflect only the identity of the Direct Participants to whose accounts such 2000B Bonds are credited, which may or may
not be the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyanceof noticesand other communicationsby DTCto Direct Participants, by Direct Participantsto | ndirect Participants,
and by Direct Participants and Indirect Participantsto Beneficial Ownerswill be governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time.

Redemption noticeswill be sent to Cede & Co. If lessthan all of the 2000B Bondswithin astated maturity are being redeemed,
DTC's practiceisto determine by lot the amount of theinterest of each Direct Participant in such stated maturity to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the 2000B Bonds. 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 2000B Bonds are credited on the record date
(identified in alisting attached to the Omnibus Proxy).

Principa and interest payments on the 2000B Bonds will be made to DTC. DTC's practice is to credit Direct Participants
accounts on payment dates in accordance with their respective holdings shown on DTC's records unless DTC has reason to
believe that it will not receive payment on payment dates. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, asis the case with securities held for the accounts of customersin bearer form
or registered in "street name," and will be the responsibility of such Participant and not of DTC, the Paying Agent/Registrar, the
Underwriters or the Authority, subject to any statutory or regulatory requirements as may bein effect fromtimetotime. Payment
of principal and interest to DTC is theresponsibility of the Authority, disbursement of such paymentsto Direct Participants will
betheresponsibility of DTC, and disbursement of such paymentsto the Beneficial Ownerswill betheresponsibility of Direct and
Indirect Participants.



DTC may discontinue providing its services as securities depository with respect to the 2000B Bonds at any time by giving
reasonabl e noticetothe Authority. Under such circumstances, intheevent that asuccessor securitiesdepository isnot obtained,
2000B Bonds 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). Inthat event, 2000B Bonds will be printed and delivered in accordance with the Bond Resol ution.

In reading this Official Statement it should be understood that while the 2000B Bonds are in the Book-Entry-Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for which the
Participant acquires an interest in the 2000B Bonds, but (i) all rights of ownership must be exercised through DTC and the
Book-Entry-Only System, and (ii) except as described above, notices that are to be given to registered owners under the Bond
Resolution will be given only to DTC.

Information concerning DTC and the Book-Entry-Only System has been obtained from DTC and is not guaranteed as to
accuracy or completeness, and is not to be construed as a representation, by the Authority or the Underwriters.

DESCRIPTION OF THE TRANSACTION DOCUMENTS
Selected Definitions

Thefollowing capitalized terms appearing in this Official Statement have the meanings set forth below, unless the context
otherwisereguires. A reference to any of these termsin the singular number shall include the plural and vice versa.

Act or Enabling Act means the Texas Public Finance Authority Act (Chapter 1232, Texas Government Code), as amended.
Additional Bonds mean any additional parity bonds permitted to be issued pursuant to Section 2.3 of the Bond Resol ution.
Authority Board meansthe Board of Directors of the Authority.

Authority Regulations mean the regulations of the Authority in Part X, Title 34, Texas Administrative Code.

Authority Representative means each of the Executive Director, General Counsel, and Deputy Director of the Authority, or
any other member of the Authority's staff designated by the Executive Director or the Authority Board as an Authority
Representative.

Authorized Preservation Board Representative means each of the chief administrative officer of the Preservation Board or
any member of the staff of the Preservation Board designated by the chief administrative officer or by the governing body of the
Preservation Board as an authorized representative.

Authorizing Law means collectively, the Enabling Act and H.B. 1, Art. |, pages |-72 through I-74, Sec. 9, Acts of the 75th
Legidature, R.S. (1997), and H.B. 1, Art. |, page |-74, Sec. 4, Acts of the 76th Legidature, R.S. (1999).

Bond Administration Costs mean the costs as set forth in the L ease Agreement including paying agency, financial advisory,
legal, arbitrage compliance, and other costs incurred by or on behalf of the Authority (including, without limitation, costs of
enforcement of the Transaction Documents and attorney’s fees) in connection with the administration of the Project and the
Preservation Board Bonds.

Bond Counsel means any nationally recognized law firm(s) experienced in legal work relating to the issuance of tax-exempt
bonds engaged by the Authority to render servicesto the Authority as bond counsel.

Bond Insurance Policy means the bond insurance policy, if any, issued by a Bond Insurer that guarantees payment of
principal of and interest on any of the Preservation Board Bonds.

Bond Insurer means Ambac Assurance Corporation, aWisconsin-domiciled stock insurance corporation, with respect to the
1997B Bonds and the 1999A Bonds, and Financial Security Assurance Inc., a New York stock insurance company, or any
successor thereto or assignee thereof, with respect to the 2000B Bonds.

Bond Obligationsmeantheprincipal, premium (if any) and interest payment obligations of the Authority onany Preservation
Board Bonds.

Bond Owner means the Person who is the registered owner of any Preservation Board Bond, as such ownership appearsin
the Register.



Bond Owners' Direction means an instrument or instruments executed by the ownersof not lessthanamajority in aggregate
principal amount of the Preservation Board Bondsthen outstanding, directing or consenting to thetaking of somespecificactions.

Bond Resolution means the Bond Resolution adopted by the Board as described and identified under the caption
“INTRODUCTION" in this Officia Statement, including any amendments or supplements thereto.

Book Entry Bond means any Preservation Board Bond administered under a book entry system pursuant to the Bond
Resolution.

Book Entry Representation Letter means any representation letter of, or agreement delivered by, the Authority pursuant to
the Bond Resol ution providing for administration of abook entry system for any of the Preservation Board Bonds.

Business Day means any day that isaday on which both the Comptroller and the Authority are open for business and, while
any Person other than the Authority isthe Paying Agent/Registrar, on which financial institutionsin the city where the principal
corporate trust office of the Paying Agent/Registrar islocated are not authorized by law or executive order to close.

Chairman means the Chairman of the Authority Board, or any member of the Authority Board authorized to act as Chairman.

Closing meansthe concurrent delivery of any of the Preservation Board Bondsto or upon the order of any purchasersof such
Preservation Board Bondsin exchange for payment thereof.

Closing Date means the date of any Closing.

Code means the Internal Revenue Code of 1986, as amended by all legislation, if any, enacted on or before the Closing Date
relating to the Bonds.

Comptroller means the Comptroller of Public Accounts of the State or any successor thereto.

Costs of I ssuance means the costs of issuance as provided in the Act and the Authority Regulations, incurred in connection
with the issuance of Preservation Board Bonds.

Credit Agreement means an interest rate swap or other credit agreement authorized pursuant to Chapter 1371, Texas
Government Code, as amended.

Eligible Investments mean any securities or obligationsin which the Comptroller isauthorized by law to invest themoney on
deposit in the Funds.

Event of Default means the occurrence of any of the following:
(1) thefailureto pay when due any Bond Obligations except upon an Event of Nonappropriation;

(2) the breach by the Authority of any of its obligations (other than its obligation to pay Bond Obligations) under the
Transaction Documents, which breach materially and adversely affects the rights of any Bond Owner under the Transaction
Documents, and the continuation of such breach for at |east 45 daysafter the date of receipt by the Executive Director of written
notice of such breach from the owners of not lessthan 25 percent in aggregate principal amount of the outstanding Preservation
Board Bonds;

(3) the occurrence of any act of bankruptcy of the Board, the Authority, or the State; or

(4) the occurrence of any “ Event of Default” as defined in the Board Lease or any other lease (or other use arrangement) of
the Project entered into by the Authority relating to the Project.

Event of Nonappropriation meansthefailureof theL egislatureto appropriatefor any fiscal period of the State sufficient funds
that are lawfully availableto pay all Lease Paymentsthat are to come due (or estimated to come due) during such fiscal period.
An Event of Nonappropriation will be determined as of thefirst day of each such fiscal period.

Event of Taxability means any act or omission that could cause any payment with respect to any of the Preservation Board
Bonds, which istreated as interest under the Code, not to be excludable under Section 103(a) of the Code from the grossincome
of the Bond Owner.

Fund(s) meanscollectively, orindividually, the I nterest and Sinking Fund, the I ssuance Cost and Operations Fund, the 1997B
Project Fund, the 1999A Project Fund, the 2000B Project Fund, the Rebate Fund and the Restoration Fund.

Funds Management Agreement means the Amended and Restated Funds Management Agreement dated July 1, 2000
(including any other amendments thereto) between the Authority and the Comptroller providing for the administration of the
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proceeds of the Preservation Board Bonds and the availability of State funds for the payment of the Bond Obligations related
thereto.

Government Obligationsmean, with respect to all series of Preservation Board Bonds, any direct noncallable obligation of
the United States of America, including obligations that are unconditionally guaranteed by the United States of America; or (i)
with respect to the 2000B Bonds and Additional Bonds only, (&) noncallable obligations of an agency or instrumentality of the
United States, including obligations that are unconditionally guaranteed or insured by the agency or instrumentality and that,
onthedatethe Authority Board approvestheissuance of refunding bonds refunding the 2000B Bonds or any Additional Bonds,
are rated asto investment quality by anationally recognized investment rating firm not lessthan AAA or itsequivalent; and (b)
noncallable obligations of a state or an agency or a county, municipality, or other political subdivision of astate that have been
refunded and that, on the date the Authority Board approves the issuance of refunding bonds refunding the 2000B Bonds or
Additional Bonds, are rated asto investment quality by a nationally recognized investment rating firm not less than “AAA” or
itsequivalent.

Interest and Sinking Fund means the “ I nterest and Sinking Fund” described in the Bond Resol ution.

Issuance Cost and Operations Fund means the “ I ssuance Cost and Operations Fund” described in the Bond Resolution.

Lease or Lease Agreement means the Amended and Restated L ease Agreement dated July 1, 2000 (including any other
amendments thereto) between the Authority and the Preservation Board, providing thetermsand conditions (1) under which the
financing of the Project for the benefit of the Preservation Board is to be undertaken, and (2) of the lease of the Project to the
Preservation Board.

Lease Payments mean the Rent Payments and/or any other payment of money required to be paid or made available by the
Preservation Board pursuant to the Lease, including (without limitation) costs of insurance required to be maintained pursuant
to the Lease, Bond Administration Costs, and payments indemnifying the Authority.

Legislature meansthe Legislature of the State of Texas.

Paying Agent/Registrar means initially, the Authority, or any financial institution appointed by the Authority to act in
accordance with the Bond Resolution as the paying agent/registrar for the Preservation Board Bonds.

Person means any individual, partnership, corporation, trust, or unincorporated organization or any governmental entity.

Plans and Specifications mean the plans and specifications for the Project as provided in the L ease Agreement, asthe same
may be amended or supplemented.

Pledged Revenues mean collectively, the following:

(@] al Rent Payments, except the amount of Rent Payments, if any, used by the Authority for the purchase of insurance
or to fund a self-insurance program as described in the Lease;

2 any receiptsderived fromtheexercise of any rightsor remediesof the Authority with respect to the Pledged Security;
and

3 if the Lease isterminated, the net revenues (i.e., revenues net of operating and maintenance expenses, determined
in accordance with generally accepted accounting principles) derived from the Project.

Pledged Security means collectively, all right, title and interest of the Authority in and to the following:
@) the Pledged Revenues;

2 any rightsand remediesof the Authority under the Lease or any other |ease or use arrangement of the Project (except
for any right to receive proceeds of insurance maintained with respect to the Project, to indemnification, and to
payment of Bond Administration Costs) and under the Funds Management Agreement; and

©) amountsin the Interest and Sinking Fund.

Project means the project authorized to be financed or refinanced and leased pursuant to the L ease, consisting of the 1997B
Project, the 1999A Project, and the 2000B Project.

Preservation Board means the State Preservation Board and any successor thereto.

Preservation Board Bonds mean the outstanding Series 1997B Bonds, the Series 1999A Bonds, and the Series 2000B Bonds,
and any Additional Bonds, as defined in and issued under the Bond Resol ution.
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Project Completion Certificate means the certificate delivered on behalf of the Preservation Board, pursuant the Lease, to
the effect that the Project has been completed or that no further proceeds of the Preservation Board Bonds are required for the
payment of Project Costs with respect to the Project.

Project Completion Date means the date on which the Project is completed as certified in the Project Completion Certificate.

Project Costs mean any costs associated with the Project that are authorized under the Authorizing Law and the Authority
Regulations, and Chapter 1201, Texas Government Code, asamended, to be paid with proceeds of the Preservation Board Bonds.

Project Description means the description of the Project set forth as an exhibit to the L ease Agreement.

Project Fund means, collectively, the 1997B Project Fund, 1999A Project Fund, and the 2000B Project Fund.

Rating Agency means Standard & Poor's Ratings Services, adivision of The McGraw-Hill Companies, or Moody's Investors
Service or any successor to Standard & Poor's Ratings Services or Moody's Investors Service, or any nationally recognized
securities rating agency that will have assigned arating that is then in effect with respect to the Preservation Board Bonds only
upon the application of the Authority.

Rebate Fund means the "Rebate Fund" described in the Bond Resol ution.

Record Date means the 15th day of the month immediately preceding each Interest Payment Date.

Register means the official registration records for the Preservation Board Bonds maintained by the registrar for the
Preservation Board Bonds pursuant to the Bond Resolution.

Regular Rent Payment Date means the second Business Day preceding any day on which principal of or premium, if any, or
interest comes due on any Preservation Board Bonds.

Rent Payment Date means any date on which Rent Payments are required to be paid pursuant to the Lease, including any
Regular Rent Payment Date or Special Rent Payment Date.

Rent Payments mean the rental payments required to be made by the Preservation Board pursuant to the Lease in
consideration of use of the Project.

Restoration Fund means the "Restoration Fund" created pursuant to the Bond Resol ution.

Special Rent Payment Datemeansany date (other than aRegul ar Rent Payment Date) fixed by the Executive Director pursuant
to the Lease for the payment of a Rent Payment.

State means the State of Texas.

State Lease Fund means the fund identified as such in the Authorizing Law or any successor fund created pursuant to law
for the same purpose.

Sufficient Assets mean with respect to the Bond Obligations or any Preservation Board Bonds, any combination of the
following:

(@] an amount of money sufficient, without investment, to pay such Bond Obligations when due;

¥ Government Obligations that mature asto principal and interest in such amounts and at such times aswill provide,
without reinvestment, money sufficient to pay such Bond Obligations when due.

TransactionDocument(s) mean collectively, theBond Resolution, the L ease Agreement, the Funds M anagement Agreement,
the Book Entry Representation L etter, the Purchase Agreement, and the Preservation Board Bonds, and amendments thereto, if
any.

1997B Project means such project as defined in the Bond Resolution.

1999A Project means such project as defined in the Bond Resolution.

2000B Project means such project as defined in the Bond Resol ution.

1997B Project Fund means the 1997B Project Fund created pursuant to the Bond Resolution.

1999A Project Fund means the 1999A Project Fund created pursuant to the Bond Resolution.
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2000B Project Fund means the 2000B Project Fund created pursuant to the Bond Resol ution.

The Bond Resolution

The following is a summary of certain provisions of the Bond Resolution. This summary does not purport to be
comprehensive or definitiveand isqualified initsentirety by referenceto the Bond Resol ution, acopy of which may be examined
at the offices of the Authority.

Security for the Preservation Board Bonds The Authority, pursuant to the Bond Resolution, has pledged as the sole
security and sole source of payment for the Preservation Board Bonds, all of itsright, title, and interest in the Pledged Security.

Additional Bonds Solong asthe Lease Agreement isin effect, one or more series of Additional Bonds may beissued under
the Bond Resolution for the purpose of financing or refinancing, in whole or in part, the Project Costs for any Project that the
Legislature by law has authorized or for the purpose of refunding any outstanding Preservation Board Bonds. Such Additional
Bonds, when issued, and the interest thereon will be equally and ratably secured by and payable from afirst lien on and pledge
of Pledged Security, in the same manner and to the same extent asthe Preservation Board Bonds at the time outstanding, and the
Preservation Board Bonds, when issued, and the interest thereon will beonaparity andin all respectsof equal dignity with each
other.

No Additional Encumbrance. The Authority may not incur additional debt secured by the Pledged Security in any manner
except asspecifically set forth in the Bond Resol ution unless such debt ismadejunior and subordinatein all respectsto theliens,
pledges, covenants and agreements of the Bond Resolution. Notwithstanding anything to the contrary in the Bond Resol ution,
the Authority reserves theright to issue Additional Bondsand obligationsto refund the Preservation Board Bonds, torefinance
existing obligations and to finance other improvements to the Project, or any part thereof or the property on which any part of
such Project is situated by the issuance of Additional Bonds pursuant to other lease agreements and to secure such Additional
Bonds with a pledge of the amountsto be received from such |ease agreements.

Bond Ownership. A Bond Owner is deemed as the absolute owner of the Preservation Board Bonds for all purposes. The
Paying Agent/Registrar isnot bound to recognize any Person asthe owner of any Preservation Board Bond or take action at such
Person's request unless such Person furnishes evidence of its identity as the Bond Owner satisfactory to the Paying
Agent/Registrar. Notwithstanding any contrary provision of the Bond Resolution, for purposes of determining whether the
requisite number of registered owners of Preservation Board Bonds have taken any action authorized thereunder, the Authority
will count the beneficial owners of Preservation Board Bonds registered in the name of a securities depository, or its nominee,
provided the Authority has received written notice acceptabl e to the Authority from said securities depository confirming that
such beneficial owners have consented to or otherwise taken such action.

Transfer, Exchange, and Replacement of Bonds The Authority will keep or cause to be kept at the principal office for
payment of the Paying Agent/Registrar, the Register to record ownership and transfer of the Preservation Board Bonds, and the
Authority hasdesignated itself astheinitial Paying Agent/Registrar to keep such books or records and make such transfers and
registrations under such reasonable regulations as the Authority and the Paying Agent/Registrar, if not the Authority, may
prescribe.

The Paying Agent/Registrar will obtain and record in the Register the address of the Bond Owner of each Preservation Board
Bond to which payments with respect to the Preservation Board Bonds will be made, as provided inthe Bond Resolution. Itwill
be the duty, however, of each Bond Owner to notify the Paying Agent/Registrar in writing of the addressto which paymentswill
bemailed, and suchinterest paymentswill not bemailed unlesssuch notice hasbeen given. Each Preservation Board Bondissued
and delivered pursuant to the Bond Resol ution, to the extent of the unpaid or unredeemed principal balance thereof, may, upon
surrender of such Preservation Board Bond at the principal office of the Paying Agent/Registrar, together with awritten request
therefor duly executed by the Bond Owner or its assignee, or its duly authorized attorney or representative, with guarantee of
signatures satisfactory to the Paying Agent/Registrar, at the option of the Bond Owner or such assignee, as appropriate, be
converted into and exchanged for fully registered Preservation Board Bonds of the same series, without interest coupons, in an
aggregate principal amount equal to theunpaid or unredeemed principal balance of any Preservation Board Bondsso surrendered,
and payableto the appropriate Bond Owner or assignee, asthe case may be. The Authority will pay the Paying Agent/Registrar's
feesand charges, if any, for making such transfer or conversion and delivery of a substitute Preservation Board Bond, but the
one requesting such transfer will pay any taxes or other governmental charges required to be paid with respect thereto.

The Paying Agent/Registrar is not required to make any transfer of registration, conversion and exchange, or replacement of
any Preservation Board Bond or any portion thereof (i) during the period commencing with the close of business on any Record
Date and ending with the opening of business on the next following principal or interest payment dateor (ii) called for redemption
prior to maturity, within 45 days prior to its redemption date; except that at the option of the Owner of at least $1,000,000 in
principal amount of Preservation Board Bonds, the Paying Agent/Registrar is required to transfer or exchange any such
Preservation Board Bond which has been selected in wholeor in part for redemption upon surrender thereof. Inwhich event, the
Paying Agent/Registrar will make such arrangementsasit deems appropriate for notation on each new Preservation Board Bond
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issued in exchange for or upon transfer of the Preservation Board Bonds so selected for redemption of an appropriate legend to
the effect that such new Preservation Board Bond has been so selected for redemption.

If aportion of any Preservation Board Bond isredeemed prior to its scheduled maturity as provided in the Bond Resolution,
asubstitute Bond or Bonds or Additional Bond or Bonds of the same series, having the same maturity date, bearing interest at
the samerrate, in any authorized denomination requested by the Bond Owner, and in aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the Bond Owner upon surrender thereof for cancellation, at the expense of the
Authority.

In the event any outstanding Preservation Board Bond is damaged, mutilated, lost, stolen or destroyed, the Paying
Agent/Registrar will cause to be printed, executed, and delivered a new Preservation Board Bond of the same principal amount,
maturity, and interest rate as the damaged, mutilated, lost, stolen, or destroyed Preservation Board Bond.

In every case of loss, theft or destruction of a Preservation Board Bond, the applicant for areplacement Preservation Board
Bond must furnish to the Authority and to the Paying Agent/Registrar such security or indemnity as may be required by them
to save each of them harmless fromany loss or damage with respect thereto. Also, in every case of loss, theft or destruction of
aPreservation Board Bond, the applicant must furnish to the Paying A gent/Registrar evidencetoits satisfaction of theloss, theft
or destruction of such Preservation Board Bond, as the case may be. In every case of damage or mutilation of a Preservation
Board Bond, theapplicant must surrender to the Paying Agent/Registrar for cancellation the Preservation Board Bond so damaged
or mutilated.

Notwithstanding the foregoing provisions, in the event any such Preservation Board Bond has matured or will maturewithin
the 90-day period following the Bond Owner's request for a replacement Preservation Board Bond, the Paying Agent/Registrar,
at the Authority'sdirection, may, upon receiving indemnity or security as described in the Bond Resol ution, pay the Preservation
Board Bond at maturity instead of delivering areplacement Preservation Board Bond.

Prior to the issuance of any replacement bond, the Paying Agent/Registrar will charge the owner of such Preservation Board
Bond with all legal, printing and other expenses in connection therewith. Every replacement Preservation Board Bond issued
pursuant to the provisions of the Bond Resolution by virtue of the fact that any Preservation Board Bond is lost, stolen or
destroyed will constituteacontractual obligation of the Authority whether or not thelost, stolen or destroyed Preservation Board
Bondisfound at any time, or be enforceable by anyone, and will be entitled to all the benefits of the Bond Resolution equally and
proportionately with any and all other Preservation Board Bonds duly issued under the Bond Resolution.

Bond Insurance.
1997B Bonds and 1999A Bonds

The Authority has agreed that, in the event the principal and interest due on the 1997B Bonds or the 1999A Bondsispaid by
the Bond Insurer pursuant to the Bond Insurance Policy, the assignment and pledge of all funds and all covenants, agreements
and other obligations of the Authority to the owners of the 1997B Bondsor the 1999A Bondswill continueto exist and the Bond
Insurer will be subrogated to the rights of such owners; and furthermore, the Authority has agreed that:

Consent of the Bond Insurer Where Bond Owner Consent Required. The Bond Insurer will be deemed to be the
owner of the 1997B Bonds or the 1999A Bonds insured by the Bond Insurer at all times for the purpose of the execution and
delivery of any amendment, change or modification of the Bond Resolution, the L ease or the Funds M anagement Agreement
or theinitiation by the owners of the 1997B Bonds or the 1999A Bonds of any action to be taken under the Bond Resol ution,
the Lease or the Funds Management Agreement at the Bond Owner’ s request, which under the Bond Resol ution, the L ease
or the Funds Management Agreement (or under such underlying documents) requires the written approval or consent of or
can beinitiated by the owners of amgjority in aggregate principal amount of the 1997B Bonds or the 1999A Bonds at thetime
outstanding.

Consent of theBond I nsurer Upon Default. Anythinginthe Bond Resolution tothe contrary notwithstanding, upon
the occurrence and continuance of an Event of Default, theBond Insurer will be entitled to control and direct on behalf of the
owners of theinsured 1997B Bonds or the 1999A Bonds the enforcement of all rights and remedies granted to the owners of
the 1997B Bonds or the 1999A Bonds under the Bond Resolution, including without limitation: (i) the right to accel erate the
principal of theinsured 1997B Bonds or the 1999A Bonds as described in the Bond Resolution and (ii) the right to annul any
declaration of acceleration, and the Bond Insurer will also be entitled to approve al waivers of events of default.

Defeasance. Intheevent that the principal and redemption price, if applicable, and interest due on any 1997B Bonds
or the 1999A Bondsis paid by the Bond Insurer pursuant to the Bond Insurance Policy, such 1997B Bonds or 1999A Bonds
will remain outstanding for all purposes, not be defeased or otherwisesatisfied and not be considered paid by the Authority
and all covenants, agreements and other obligations of the Authority to the Bond Owners of such 1997B Bonds or 1999A
Bonds will continue to exist and run to the benefit of the Bond Insurer, and the Bond I nsurer will be subrogated to the rights
of such owners.
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Consent of the Bond Insurer. Any provision of the Bond Resolution expressly recognizing or granting rightsin or
to the Bond Insurer may not be amended in any manner which affectsthe rights of the Bond Insurer without the prior written
consent of the Bond Insurer. Furthermore, anything in the Bond Resolution to the contrary notwithstanding, upon the
occurrence and continuance of an Event of Default, the Bond Insurer will be entitled to control and direct the enforcement of
al rightsand remedies granted to the Bond Owners of such insured 1997B Bondsand the 1999A Bondsfor the benefit of such
owners.

The Bond Insurer As Third Party Beneficiary. To the extent that the Bond Resolution confers upon, or gives or
grants to the Bond Insurer any right, remedy or claim under or by reason of the Bond Resolution, the Bond Insurer is
recognized asathird party beneficiary under the Bond Resol ution and may enforce any suchright, remedy, or claim conferred,
given or granted thereunder.
2000B Bonds

Claims Upon the Bond Insurance Policy and Payments by and to the Bond Insurer.

(@] If, onthethird businessday prior to therelated schedul ed interest payment date or principal payment date (“ Payment
Date”) thereis not on deposit with the Paying Agent/Registrar, after making all transfers and deposits required under the Bond
Resolution, moneys sufficient to pay the principal of and interest on the 2000B Bonds due on such Payment Date, the Paying
Agent/Registrar will give notice to the Bond Insurer and to its designated agent (if any) (the “Insurer’s Fiscal Agent”) by
telephone or telecopy of the amount of such deficiency by 12:00 noon, New Y ork City time, on such Business Day. If, on the
second Business Day prior to the related Payment Date, there continues to be a deficiency in the amount available to pay the
principal of and interest on the 2000B Bonds due on such Payment Date, the Paying Agent/Registrar will make aclaim under the
Bond Insurance Policy and give notice to the Bond Insurer and the Insurer’ s Fiscal Agent (if any) by telephone of the amount
of such deficiency, and the allocation of such deficiency between the amount required to pay interest on the 2000B Bonds and
the amount required to pay principal of the 2000B Bonds, confirmed inwriting to the Bond Insurer and thelnsurer’ s Fiscal Agent
by 12:00 noon, New Y ork City time, on such second Business Day by filling intheform of Noticeof Claim and Certificatedelivered
with the Bond Insurance Policy.

The Paying Agent/Registrar willl designate any portion of payment of principal on 2000B Bonds paid by the Bond Insurer,
whether by virtue of maturity or advancement of maturity, on its books as a reduction in the principal amount of 2000B Bonds
registered to the then current Bond Owner, whether DTC or its nominee or otherwise, and will issue a replacement 2000B Bond
to the Bond Insurer, registered in the name of Financial Security Assurance Inc., in aprincipal amount equal to the amount of
principal so paid (without regard to authori zed denominations); provided that the Paying Agent/Registrar’ sfailureto so designate
any payment or issue any replacement 2000B Bond will have no effect on the amount of principal or interest payable by the
Authority on any 2000B Bond or the subrogation rights of the Bond Insurer.

Upon payment of a claim under the Bond Insurance Policy, the Paying Agent/Registrar will establish a separate special
purpose trust account for the benefit of Bond Owners referred to herein as the “ Policy Payments Account” and over which the
Paying Agent/Registrar will have exclusive control and sole right of withdrawal. The Paying Agent/Registrar will receive any
amount paid under the Bond Insurance Policy in trust on behalf of Bond Ownersand will deposit any such amount in the Policy
Payments Account and distribute such amount only for purposes of making the payments for which a claim was made. Such
amounts will be disbursed by the Paying Agent/Registrar to Bond Ownersinthe samemanner asprincipal andinterest payments
are to be made with respect to the 2000B Bonds under the sections hereof regarding payment of 2000B Bonds. It will not be
necessary for such payments to be made by checks or wire transfers separate from the check or wire transfer used to pay debt
services with other funds available to make such payments.

Any fundsremaining in the Policy Payments Account following a2000B Bond payment date shall promptly be remitted to the
Bond Insurer.

2 The Bond Insurer will, to the extent it makes any payment of principal of or interest on the 2000B Bonds, become
subrogated to the rights of the recipients of such paymentsin accordance with the terms of the Bond Insurance Policy.

3 The Bond Insurer will be entitled to pay principal or interest on the 2000B Bonds that shall become Due for Payment
but shall be unpaid by reason of Nonpayment by the Authority (as such termsare defined in the Bond I nsurance Policy) and any
amounts due on the 2000B Bonds as a result of acceleration of the maturity thereof in accordance with the Bond Resolution,
whether or not the Bond Insurer has received a Notice of Nonpayment (as such terms are defined inthe Bond Insurance Policy)
or aclaim upon the Bond Insurance Policy.

Application of Pledged Revenues. The Authority will cause to be deposited into the Interest and Sinking Fund from the
Pledged Revenues an amount sufficient (together with any other moneys on deposit therein) to provide for the timely payment
of the Bond Obligations, such deposit to bemade not | ater than the second Business Day preceding each date on which any Bond
Obligations come due and otherwise in accordance with the Funds Management Agreement. The Executive Director may direct
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any such deposit to be made on an earlier date so long as such date is not earlier than the 50th day before the date the Bond
Obligations for which such deposit is made come due.

Application of Interest and Sinking Fund. Amounts on deposit in the Interest and Sinking Fund will be applied, in
accordance with the Funds Management Agreement, at such times and in such amounts as required for the timely payment of
the Bond Obligations and otherwise as provided in the Funds Management Agreement.

Application of Restoration Fund. The Restoration Fund will be applied to pay the costs of restoring or replacing the Project
if the Preservation Board el ects to restore or replace the Project pursuant to the Lease Agreement following any damage to the
Project (or any part thereof) or the taking of the Project (or any part thereof) through the exercise of the power of eminent domain.
Themoney ondeposit inthe Restoration Fund will bedisbursedin accordancewiththe proceduresapplicableto thedisbursement
of the Project Fund (to the extent such procedures can be made applicable), with such alteration in such procedures as the
Executive Director determines appropriate, and will otherwise be appliedin accordance with the Funds Management Agreement.
See "The Funds Management Agreement - Restoration and Replacement of the Project.”

Investment of Funds The money on deposit in any Fund may be invested and reinvested only in Eligible Investments by
the Comptroller in accordance with the Funds Management Agreement. The investments of each Fund will be made under
conditionsthat will timely provide amounts sufficient to satisfy the purposes for which such Fund isintended. The proceeds
received from the disposition of any investment acquired with money from any Fund, and any income received from any such
investment, are to be deposited into such Fund. Uninvested money (if any) in any Fund are to be secured in the manner and to
the extent required by law.

Creationof Funds Pursuant to the Bond Resolution, thefollowing funds are established for theBonds: Interest and Sinking
Fund, Rebate Fund, Restoration Fund, | ssuance Cost and Operations Fund and Project Fund.

Unclaimed Payment. Any money held for the payment of Bond Obligations due on any Preservation Board Bond which
money isunclaimed by the Bond Owner, will be set asidein an escrow fund, uninvested, and held for the exclusive benefit of the
Bond Owner, without liability for any interest thereon. Any such money remaining unclaimed for three years after such Bond
Obligations become due (or such other period as specified by applicable law) will be transferred to the Authority, which will
dispose of such money pursuant to Title 6 of the Texas Property Code or other applicable law. After such disposal, al liability
of the Authority and the Paying Agent/Registrar for the payment of such money will cease. The Authority and the Paying
Agent/Registrar will comply with the reporting requirements of Chapter 74 of the Texas Property Code, as amended, or other
applicable law with respect to such unclaimed money.

Amendment of Bond Resolution.

(a) TheBond Resol ution may beamended without consent of or noticeto the ownersof outstanding Preservation Board
Bondsif the Executive Director first receives (i) Bond Counsel's opinion to the effect that such amendment will not
constitute an Event of Taxability and (ii) Bond Counsel's opinion or written advice of the Attorney General of the
State of Texas to the effect that such amendment will not violate the terms of the Authorizing Law and other
applicable State or federal law or adversely affect the rights of the owners of the outstanding Preservation Board
Bonds under the Transaction Documents, including without limitation, amendments, changes or modifications to
facilitatethe economicand practical utilization of interest rate swap agreements, foreign currency exchange, or similar
types of agreements with respect to the Preservation Board Bonds.

(b In addition to amendments described under paragraph (a) above, the Bond Resolution may also be amended with
the consent of the registered owners of Preservation Board Bonds aggregating amajority in principal amount of the
aggregate principal amount of Preservation Board Bonds then outstanding.

(c) Notwithstanding the foregoing, nothing containedin the Bond Resol ution or any Transaction Document may permit
or be construed to permit, without the approval of the owners of all of the outstanding Preservation Board Bonds,
the amendment of the terms and conditions of any Transaction Document or in any Preservation Board Bond so as

to:

@) Make any change in the maturity of the outstanding Preservation Board Bonds;

2 Reduce the rate of interest borne by any of the outstanding Preservation Board Bonds;

3 Reduce the amount of the principal payable on the outstanding Preservation Board Bonds,

4 Modify the terms of payment of principal of, premium (if any), or interest on the outstanding Preservation
Board Bonds, or impose any conditions with respect to such payment;

(5 Affect the rights of the Bond Owners of lessthan all of the Preservation Board Bonds then outstanding;
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(6) Change the minimum percentage of the principal amount of Preservation Board Bonds necessary for
consent to such amendment; or

) Change the Pledged Security.

(d) The Bond Resol ution providesthat the Bond Resol ution may be supplemented without noticeto, or consent of, the
holders of the Preservation Board Bonds in connection with the issuance of Additional Bonds.

Amendment of Funds Management Agreement. The Funds Management Agreement shall not be amended without Bond
Owners' Direction consenting to such amendment unless such amendment, in the opinion of Bond Counsel, will not constitute
an Event of Taxability and, in the opinion of Bond Counsel or the Attorney General of Texas, will not adversely affect therights
of any Bond Owner under the Transaction Documents.

Defeasance of Bonds

@ The Bond Obligations on any Preservation Board Bond(s) will be deemed discharged when the following
requirements have been satisfied:

@) the payment of such Bond Obligations has been provided for by irrevocably depositing Sufficient Assets
into the Interest and Sinking Fund or with the Paying Agent/Registrar, which Sufficient Assets are to be
held intrust in aseparate escrow account and applied exclusively to the payment of such Bond Obligations;

2 the Authority has received an opinion of Bond Counsel to the effect that:
@ he Authority h ived inion of Bond Counsel to the effect th
(A) such deposit of Sufficient Assets:

(i) will not constitute an Event of Taxability; and
(ii) complieswith State law; and

(B) al conditions precedent to such Bond Obligations being deemed discharged have been satisfied;

3 all amounts (other than Bond Obligations) due, or reasonably estimated by the Paying Agent/Registrar to
become due, under the Bond Resolution (including, without limitation, compensation of the Paying
Agent/Registrar) with respect to such Preservation Board Bond(s) havebeen paid, or provision satisfactory
to the person to whom any such payment is or will be due for making such payment has been made; and

4 the Paying Agent/Registrar has received such other documentation and assurance as the Paying
Agent/Registrar reasonably may request.

(b) If adeposit of Sufficient Assetsisto providefor the payment of Bond Obligationson lessthan all of the outstanding
Preservation Board Bonds, the particular maturity or maturities of Preservation Board Bonds (or, if less than all of
a maturity, the principal amount within a maturity) will be as specified by the Authority, and the particular
Preservation Board Bonds (or portionsthereof) will be sel ected by the Paying Agent/Registrar by lot in such manner
as the Paying Agent/Registrar determines (provided that a portion of a Preservation Board Bond may be redeemed
only in an integral multiple of $5,000 principal amount).

(c) ThePaying Agent/Registrar must transfer fundsfromthel nterest and Sinking Fund or an escrow account established
pursuant to the Bond Resol ution at such timesand in such amountsasnecessary for thetimely payment of theBond
Obligations on the Preservation Board Bonds.

(d) To the extent permitted by law, the Paying Agent/Registrar, at the Executive Director's direction, may substitute, for
any of the securities or obligations deposited as Sufficient Assets, other securities or obligations constituting
Sufficient Assets if, upon such substitution, the above referenced requirements are satisfied. Any net proceeds
realized from such a substitution will be paid to the Authority.

Events of Default. Each of the following events is hereby defined as and declared to be and to constitute an "Event of
Default”:

@) the failure to pay when due any Bond Obligations except upon an Event of Nonappropriation;

) the breach by the Authority of any of its obligations (other than its obligation to pay Bond Obligations) under the
Transaction Documents, which breach materialy and adversely affects the rights of any Bond Owner under the
Transaction Documents, and the continuation of such breach for at least 45 days after the date of receipt by the
Executive Director of written notice of such breach from the owners of not lessthan 25 percent in aggregate principal
amount of the outstanding Preservation Board Bonds;
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©) the occurrence of any act of bankruptcy of the Preservation Board, the Authority, or the State; or

€] the occurrence of any "Event of Default" as defined in the Lease or any lease (or other use arrangement) of the
Project entered into by the Authority relating to the Project.

Acceleration. Upon the occurrence of an Event of Default arising fromthefailureto (i) pay any Bond Obligationswhen due,
or (ii) make aL ease Payment when due (other than asthe result of an Event of Nonappropriation), pursuant to the Bond Owners'
Direction, the Bond Obligations on all outstanding Preservation Board Bonds may be declared immediately due and payable to
the extent an appropriation for payment has been made by the Legislature, and thereupon such Bond Obligations must be
immediately due and payable to the extent the Legislature has appropriated funds for payment. Any acceleration of Bond
Obligations may be annulled pursuant to the Bond Owners' Direction upon receipt by the Executive Director. An annulment of
an acceleration of Bond Obligations will not affect any subsequent acceleration of Bond Obligations pursuant to the Bond
Resolution.

Enforcement of Rights and Remedies.

€) During the continuance of an Event of Default or an Event of Nonappropriation, the Bond Owners, asthe pledgees
and assignees for security purposes of all right, title, and interest of the Authority in and to the Pledged Security,
acting pursuant to the Bond Owners' Direction, and upon compliance with applicable requirements of law, will have
standing and the exclusive right to enforce the rights and remedies of the Authority with respect to the Pledged
Security to the extent permitted by law. The Authority will cooperate in such enforcement to the extent permitted
by law, but the Authority isnot required to take any action in that connection except pursuant to the Bond Owners'
Direction.

(b) During the continuance of an Event of Default or an Event of Nonappropriation, an agent of the Bond Owners may
be appointed at the Bond Owners' Direction to exercise any rights and remedies available to the Bond Ownerswith
respect to the Pledged Security as though such agent were the Authority.

(©) Upon the occurrence of an Event of Default or an Event of Nonappropriation, any one or more of the following
actions may be taken acting pursuant to the Bond Owners' Direction:

(@] by suit for damages or injunction, or by other action or proceeding at law or in equity, enforceall rightsof
the owners of the outstanding Preservation Board Bonds or require the Authority to carry out any
agreements with or for the benefit of the owners of the outstanding Preservation Board Bonds and to
perform its duties under the Transaction Documents;

2 by action in equity, enjoin any acts that may be unlawful or in violation of the rights of the owners of the
outstanding Preservation Board Bonds;

3 by out-of-court proceeding or by suit, action, or other proceeding at law or in equity, enforce and exercise
al rights of the owners of the outstanding Preservation Board Bonds and the Authority under the
Transaction Documents; and

4 upon the filing of a suit or commencement of any other action or proceeding to enforce the rights of the
Authority or the owners of the outstanding Preservation Board Bonds, have a receiver appointed for the
Pledged Security with such powersasare provided by law and such additional powersasthe court making
such appointment may confer.

(d) Any judgment against the Authority may be enforceableonly against Pledged Security. Theremay not beauthorized
any deficiency judgment against any assets of, or the general credit of, the Authority, the Comptroller or the State.

(e In addition to the remedies provided under the Bond Resolution, the owners of the outstanding Preservation Board
Bonds, acting pursuant to Bond Owners' Direction, may exercise any other rights and remedies afforded by law.

) To the extent permitted by law, any suit or other action or proceeding instituted by the owners of the outstanding
Preservation Board Bonds may beinstituted, if necessary, inthe name of the Authority for the benefit of the owners
of the outstanding Preservation Board Bonds.

(9) No delay or omission to exercise any right or power existing upon any breach of the Bond Resolution or the Lease
Agreement may impair such right or power or constitute a waiver thereof, and each such right or power may be
exercised as often as may be deemed expedient.

Restoration of Rights. If any action taken by the Bond Owners as a result of an Event of Default or Event of
Nonappropriation is discontinued or abandoned for any reason, or is determined adversely to the owners of the outstanding
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Preservation Board Bonds, the owners of the outstanding Preservation Board Bonds will be restored to their respective former
positions and rights under the Transaction Documents, and all rights, remedies and powers of the owners of the outstanding
Preservation Board Bonds will continue as though no such action had been taken.

Bond Owner's Right to Enforce Payment. The Bond Resolution does not impair the right of any owner of a Preservation
Board Bond to enforce, by suit or otherwise, its right to payment of Bond Obligations.

Remedies Nonexclusive. No remedy available to the owners of the Preservation Board Bonds under the Transaction
Documentsisintended to be exclusive of any other remedy, except as expressly provided therein, and each such remedy will be
cumulative.

Application of Funds upon Enforcement of Remedies. Upon an acceleration of Bond Obligations pursuant to the Bond
Resolution, the Authority will take all action permitted by law to transfer all Pledged Revenues held by it or onits behalf to the
Interest and Sinking Fund.

All funds received as aresult of any remedies enforced pursuant to the Bond Resolution must be deposited in the Interest
and Sinking Fund. All funds so deposited in the Interest and Sinking Fund (other than funds for the payment of Preservation
Board Bonds that have matured or otherwise become payabl e prior to the Event of Default giving rise to such deposit or for the
payment of interest due prior to such Event of Default) must be applied asfollows:

@ first, to the payment of Bond Administration Costs;
2 second, to the ratable payment of all unpaid interest due on the Preservation Board Bonds;

3 third, to the payment of the unpaid principal of (and any premium on) the Preservation Board Bonds that have
become due, along with interest on such overdue principal from the respective dates upon which such principal
became due, and, if theamount availableis not sufficient to pay in full such amounts on any particular date, then to
the payment ratably, according to the amount of principal due on such date, without any discrimination or privilege
among the Preservation Board Bond Owners entitled to such payment; and

4 fourth, to the Authority to be applied in accordance with the law.

Notice by Authority of Default or Nonappropriation. Upon the occurrence and continuation of an Event of Default or an
Event of Nonappropriation known to the Authority, the Executive Director, within ten days after the date of becoming aware of
the occurrence thereof, will notify, or cause the Paying Agent/Registrar to notify, each Bond Owner of such default or Event of
Nonappropriation.

No Personal Liability. No obligationimposed under the Bond Resol ution, the Preservation Board Bonds, or any document
executed by the Authority, the Preservation Board, or the Comptroller in connection therewith will be deemedto betheobligation,
inan individual capacity, of any officer, employee, or agent of the Authority, the Preservation Board or the Comptroller, and no
such officer, employee, or agent or any individual executing the Preservation Board Bonds or any such other document on behal f
of any such entity will be subject to any personal liability with respect thereto.

The L ease Agreement

ThePreservation Board (for purposesof thisheading, the“ Lessee”) hasenteredinto the L ease Agreement with the Authority.
Thefollowing isasummary of certain provisions of the L ease Agreement. Thissummary does not purport to be comprehensive
or definitiveand isqualified initsentirety by referenceto the Lease Agreement. A copy of the Lease Agreement isavailablefor
examination at the offices of the Authority.

Lease of Project. The Lease Agreement provides that the Authority leases the Project tothe Lessee, and the L essee | eases
the Project from the Authority.

Rent Payments. On each Rent Payment Date, the L essee must pay or cause to be paid Rent Paymentsin the amounts, at the
times, and otherwise in accordance with the Lease Agreement. The Lessee must pay the Rent Payments or cause the Rent
Payments to be paid, from funds lawfully available for the payment of Rent Payments, to the Comptroller for deposit into the
Interestand Sinking Fundin accordancewiththe FundsM anagement Agreement. Each Rent Payment must bepaidinimmediately
available funds in an amount that is sufficient (together with any funds then on deposit in the Interest and Sinking Fund) to
providefor thetimely payment of the applicable Bond Obligations next coming due. Rent Paymentsaredue on each Regular Rent
Payment Date (the second business day preceding the date each payment of principal, premium, if any, or interest is due on the
Preservation Board Bonds), provided, however, that the Executive Director may establish any other date asaSpecial Rent Payment
Date for the payment of any amounts due under the Lease Agreement. If, on the Business Day immediately preceding any date
on which Bond Obligations come due, the Authorized Representative of the L esseereceivestel ephonic notice from the Executive
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Director (promptly confirmed inwriting) to the effect that the I nterest and Sinking Fund does not contain sufficient fundsfor the
payment of such Bond Obligations, the L essee must immediately (before the close of business) cause to be deposited into the
Interest and Sinking Fund immediately available funds (to the extent lawfully available) in an amount that is sufficient (together
with the funds then on deposit in the Interest and Sinking Fund) to pay such Bond Obligations.

TheLesseemay prepay Rent Paymentsor cause Rent Paymentsto be prepaid at any timeand in any amount. Any prepayment
by the Lessee will not relieve it of liability for each remaining Rent Payment as provided in the L ease Agreement and the Bond
Resol ution or reduce the amount of any Rent Payment. If al or any part of the Preservation Board Bonds are called for redemption
in accordance with the Bond Resolution, the Lessee must prepay, to the extent funds are lawfully available by legislative
appropriation or otherwise, Rent Payments sufficient to pay and redeem such Preservation Board Bonds on the date fixed for
redemption, or, if the Authority deemsit to be more advantageous, to buy Preservation Board Bonds on the open market for
cancellation at a price not greater than the par value thereof plusinterest thereon.

The Lessee has agreed to transfer and pay to the Authority as a portion of the Rent Payments (related to certain overhead
and operating expenses caused by the Bonds being outstanding and the Project being constructed) an amount determined
annually by the Authority and certified to the L essee as the amount payable.

Lessee's Obligation Unconditional Subject to Appropriation. All obligationsof the Lessee under the Lease Agreement are
absol ute and unconditional and are not subject to any diminution, abatement, set-off, or counterclaim, and the L essee may not
suspend or discontinue any Lease Payment. The Lessee must apply, or cause to be applied, any funds lawfully available to it
(whether from the State Lease Fund or any other source) to the L ease Payments as they come due. The Lessee waives, to the
extent permitted by applicable law, any right that it may have to terminate or cancel the Lease, except in accordance with the
express terms thereof. Notwithstanding any other provision of the Lease Agreement, including the preceding provision, the
payment of L ease Payments and other payments required to be made by the L essee thereunder will be subject to appropriations
by the Legislature of funds necessary to make the payments required under the L ease Agreement.

Alterationand Substitution of Project. TheL esseemay alter the Project (asdescribed inthe Project Description) or substitute
other facilities for any part of the Project if, before such alteration or substitution is made:

@ inthe case of an alteration or substitution that would cause the amount of funds necessary to completethe
acquisition and construction of the Project (as altered or substituted) to exceed the Project Completion
Amount, an Authorized Representative of the L essee certifiesto the Executive Director that the L essee has
sufficient legally available funds to complete the acquisition and construction of the Project;

¥ the Authorized Representative of the L essee obtains an opinion of Bond Counsel or the written advice of
the Attorney General of the State of Texasto the effect that such alteration or substitution isauthorized by
law and would not constitute an Event of Taxability; and

3 an Authorized Representativeof the L essee notifiesthe Executive Director of such alteration or substitution
and provides the Executive Director of the Authority with a revised Project Description describing the
Project as altered or substituted.

Acquisition and Construction of Project. The Lessee will cause the acquisition and construction of the Project to be
completed with due diligence substantially in accordance with Plans and Specifications, free of any liens, and in accordance with
the law; but if, for any reason, such acquisition or construction is delayed or not completed, there may be no diminution in or
postponement of Lease Payments. The Authority will have no responsibility with respect to the acquisition or construction of
the Project. The Lessee will make timely payments of Project Costsin accordance with law and the contractsfor construction of
the Project. TheL esseerepresentsthat, asof the Closing Date, it expectsthat an amount of fundsequal to the Project Completion
Amount will enable the Lessee to complete the acquisition and construction of the Project. The Lessee will defend title to the
Project site conveyed to the Authority, on behalf of and for the benefit of the Authority and the owners of the Preservation Board
Bonds. The Lessee will require all contractors to provide performance and payment bonds as required by State law in the full
amounts of the construction contracts.

Maintenance and Operation. The maintenance and operation of the Project, and any costs associated therewith, will bethe
sole responsibility of the Lessee. The Authority assumes no responsibility for the destruction or deterioration of or damage to
the Project or for any theft or other loss of any personal property located at the Project.

Project I nsurance.
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(a) The Authority must obtain and maintain insurance with respect to the Project for the following types of coverage
to the extent that L ease Payments (inclusive of Rent Payments) and/or other funds are lawfully available for such
purpose:

@ fire and extended coverage, without a coinsurance penalty, in an amount (to the extent of insurability) not
less than an amount equal to 100% of the replacement value of each Project Phase;

2 businessinterruption or other time element coverage in an amount not | essthan oneyear's debt serviceon
the outstanding Preservation Board Bonds.

(b) Compliance with (&) aboveis not required to the extent that:

@ the Authority determines that the prescribed insurance coverage is unavailable or is available only at
unreasonabl e rates; and

¥ the Authority establishes, or causes to be established, a self-insurance program.

(c) The Authority must furnish the Lessee with a copy of each policy of insurance maintained under the Lease
Agreement. The Lessee (to the extent permitted by law) must cooperate with the Authority in obtaining and
mai ntai ning the insurance required.

(d) If aclaim arises under any insurance maintained under the Lease Agreement, the Authority must diligently pursue
collection under the insurance policy.

(e The net proceeds of any business interruption or other time element insurance will be applied to the payment or
prepayment of Rent Payments.

® The Lessee must make, or cause to be made, available to the Authority lawfully available funds sufficient for the
timely payment of premiums on insurance maintai ned pursuant to, and other costsincident to the administration of,
the provisions described under this subheading. The Authority will obtain such funds pursuant to the Funds
Management Agreement.

Use. The Lease Agreement in no way limits or prohibits the Legislature or the Lessee from using the Project for any lawful
purposes under the laws of the State, including leasing or subleasing any portion of the Project to any state agency or political
subdivision of the State; provided, however, before any such action is taken, the Executive Director determinesthat such action
will not constitute an Event of Taxability. No sublease by the Lessee of the Project may release the Lessee from, or mitigateits
obligations under, the L ease and the L essee will continue to be obligated to make all payments required under the L ease.

Disposition of Project. At thedirection of the Legislature, the Authority may sell or otherwise dispose of all or any part of
the Project, provided the Authority appliesthe proceeds of such saleor dispositionin accordancewith such directive. Any such
legislative directive must appropriate the proceeds of such sale or other disposition for deposit into the Restoration Fund and
be used to pay Project Costs of a substitute Project or transferred to the Interest and Sinking Fund to be applied in accordance
with the Bond Resolution and the Funds M anagement Agreement.

Eventsof Default Defined. Thefollowing are"Eventsof Default” under the Lease Agreement and theterm "Event of Default”
means, whenever used in the Lease Agreement, any one or more of the following events:

(@ Failure by the Lesseeto pay any L ease Payment when due, except upon an Event of Nonappropriation;

(b) Failure by the L esseeto cureany breach by the L essee of any representation, warranty, or agreement under the L ease

within 45 days (or, in each case, such longer period asthe Authority inits discretion, may specify) after the date of
having been directed by the Authority to cure such breach unless the Authority has extended such period or has
waived such breach;

(c) Any act of bankruptcy by the L essee, the Authority, the Comptroller, or the State; or

(d) The occurrence of an "Event of Default" under the Bond Resolution.
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Remedies Upon Events of Default. During the continuance of any Event of Default arising from the failure to make a L ease
Payment, or during the continuance of an Event of Nonappropriation, any one or more of the following remedial actionsmay be
taken by the Authority:

€) Enter and take possession of the Project without terminating the L ease Agreement, and sublease all or any part of
the Project for theaccount of the L essee, holding the L essee and any subl essee of the L esseeliablefor thedifference
in the rent and other amounts payable by the sublessee in such subleasing and the Lease Payments and other
amounts payabl e by the L essee under the L ease Agreement so long asthe L egislature hasappropriated fundsto the
L essee to pay such amounts.

(b Terminate the Lease Agreement, enter and take possession of the Project and at its option, to the extent permitted
by law, |ease the Project to another party for the account of the L essee, holding the L essee and any sublessee of the
Lesseeliablefor all Lease Payments and other amounts due under the L ease Agreement and not paid by such other
party so long asthe Legislature has appropriated funds to the L essee to pay such amounts.

(c) Take any action at law or in equity to collect any amount due or that may become due under the L ease Agreement,
or to enforce performance of any obligation of the L essee under the L ease Agreement, by mandamus or otherwise.

No remedy in the Lease Agreement conferred upon or reserved to the Authority is intended to be exclusive of any other
available remedy or remedies, but each and every such remedy is cumulative and in addition to every other remedy given under
the Lease Agreement or now or hereafter existing at law or in equity or by statute. No delay or omission to exercise any right or
power accruing upon default will impair any such right or power or will be construed to be a waiver thereof, but any such right
or power may be exercised from timeto time and as often as may be deemed expedient. In order to entitlethe Authority to exercise
any remedy reserved to it, it will not be necessary to give any notice other than such notice as may be required in the Lease
Agreement.

To the extent provided in the Bond Resolution, such rights and remedies as are given the Authority thereunder will, upon
execution and delivery of the Bond Resolution, be assigned to the owners of the Preservation Board Bonds, as provided in the
Bond Resolution, amajority of suchownerswill havetheright to exercisesuch rightsand remediesin the same manner and under
the limitations and conditions that such owners are entitled to exercise rights and remedies upon the occurrence of an Event of
Default or an Event of Nonappropriation pursuant to the Bond Resolution.

Performance of Lessee’ sObligationsby Authority. Whilethe Lesseeisin default of any provision of the Lease, the Lessee
authorizes (to the extent permitted by law) the Authority to take any lawful action to cure such default and to act in the name and
stead of the Lessee to the same extent as the L essee is empowered to act.

RemediesUpon an Event of Nonappropriation. Uponan Event of Nonappropriation, the Authority may exerciseitsremedies
to the extent described above, except that the Authority may not seek to compel payment from the Lessee, whether by an
acceleration of the Preservation Board Bonds, by mandamus, or by any other legal or equitable proceeding of Rent Paymentsfor
which there has been no appropriation by the Legislature.

Term of Lease Agreement. Unless otherwise terminated as provided therein, the Lease Agreement will remain in full force
and effect from the date thereof until the Bond Obligations on all outstanding Preservation Board Bonds, the proceeds of which
have been used to finance the construction of the Project to the L ease Agreement, have been paid (or provision has been made
for such payment pursuant to the Bond Resolution) and all other obligations of the L ease Agreement have been satisfied.

Reinstatement. If the L easeisterminated asaresult of the occurrence of an Event of Default, the Authority agreestoreinstate
the Lease when all defaults under the L ease have been cured or waived, and the Lessee will be restored to the use, occupancy,
and possession of the Project, subject to the rights of any tenant who has entered into a binding agreement providing for the
leasing of all or any portion of the Project.

Conveyance Upon Termination. When the Lease is terminated as a result of the Bond Obligations on all outstanding
Preservation Board Bonds having been paid, the Executive Director will notify the Lessee that L ease Payments are no longer
required to be made. Inaddition, the Authority will, for the sum of $1.00 paid toiit, convey itsright, titleand interest in the Project
to the Lessee.

Amendment of Lease Agreement. The Authority and the L essee, by mutual agreement, may amend the Lease if, before the
amendment takes effect:

@ the Lessee obtainsan opinion of itslegal counsel to the effect that such amendment is permitted under the L essee's
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enabling act and other law governing the L essee;

¥ the Executive Director obtains an opinion of legal counsel to the Authority or the written advice of the Attorney
General of the State of Texas to the effect that such amendment will not violate the Authorizing Law or the Bond
Resolution; and

3 either of the following requirementsis satisfied:

(A) the Executive Director obtains an opinion of legal counsel to the Authority or Bond Counsel, as the
Executive Director determinesisnecessary after considering all material factors concerning theamendment,
to the effect that such amendment will not constitute an Event of Taxability, and such amendment will not
adversely affect the rights of the owners of the Preservation Board Bonds under the Bond Resolution; or

(B) theownersof at | east amajority inaggregate principal amount of the outstanding Preservation Board Bonds
affected by such amendment consent thereto, except that the consent of the owner of each outstanding
Preservation Board Bond and Additional Bond affected by such amendment isrequired if such amendment
would decrease the minimum percentage of owners of Preservation Board Bonds required for effective
consent to such amendment.

4 theL ease Agreement may beamended without satisfying theforegoing requirementsin connectionwiththeissuance
of Additional Bondsin order to provide for the issuance or payment of such Additional Bonds or to modify the
description of the Project, or otherwise to facilitate the issuance of any such Additional Bonds.

The Funds M anagement Agreement

Thefollowing isasummary of certain provisions of the Funds Management Agreement providing for the administration of
the proceeds of the Preservation Board Bondsand availability of fundsfor the payment thereof. Thissummary does not purport
to be comprehensive or definitive and is qualified inits entirety by reference to the Funds Management Agreement. A copy of
the Funds Management Agreement is available for examination at the offices of the Authority.

Collection of Rent Paymentsand Other Fundsfor Application to Debt Serviceon Bonds On each Rent Payment Date, the
Authority will make Rent Payments on behalf of the Preservation Board by transferring funds from the State L ease Fund (or from
such other source of funds lawfully available to the Preservation Board, as may be directed by the Preservation Board) to the
Interest and Sinking Fund in an amount that (taking into account other funds, if any, on deposit in the Interest and Sinking Fund)
is sufficient to pay the Bond Obligations next coming due.

The Authority may transfer fundsto the Interest and Sinking Fund from another account of the Authority, or deposit funds
received by the Comptroller from, or for the account of, the Authority into the Interest and Sinking Fund.

If, after any Rent Payment Date but before the payment of the Bond Obligations that next come due following such Rent
Payment Date, the Authority receives telephonic instructions from an Authorized Representative of the Preservation Board to
transfer fundsto the Interest and Sinking Fund from the State L ease Fund (or from such other source of fundslawfully available
to the Preservation Board, as may be directed by the Preservation Board) in order to cure adeficiency in the Interest and Sinking
Fund, the Authority, upon receipt of such instructions, will make such transfer in the amount and otherwise in accordance with
such instructions.

Payment of Debt Serviceon Bonds TheAuthority will apply any fundsinthe Interest and Sinking Fund representing accrued
interest received from the sale of the Preservation Board Bonds to the payment of the interest first coming due on such
Preservation Board Bonds.

Prior to the opening of business of the Paying Agent/Registrar on each day on which Bond Obligations come due on
Preservation Board Bonds that are not Book-Entry Bonds, the Comptroller, upon receipt of awarrant drawn on the Interest and
Sinking Fund by the Authority, must transfer immediately available fundsto the Paying Agent/Registrar in an amount sufficient
for the payment of such Bond Obligations. The Comptroller, upon receipt of awarrant drawn on the Interest and Sinking Fund
by the Authority, must transfer funds for the payment of Bond Obligations on Book-Entry Bonds.

Payment of Other Lease Payments. The Authority may apply funds lawfully available to the Preservation Board or the
Authority from the State Lease Fund (or from such other source of lawfully available money of the Preservation Board or the
Authority) to the payment of Lease Payments (other than Rent Payments) due under the L ease Agreement.

Restoration and Replacement of Project. Upon receipt of money representing insurance or condemnation proceeds that
areto beappliedtotherestoration or replacement of the Project pursuant to the L ease Agreement, the Authority will deposit such
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money into the Restoration Fund. The Authority may transfer money in the Restoration Fund to the appropriate account(s) of
the Preservation Board for the payment of costs of restoring or replacing the Project pursuant to the Bond Resol ution or the L ease
Agreement. The Authority will treat and administer the Restoration Fund as if it were the Project Fund (to the extent such
procedures can be made applicable), with such alteration in such procedures asthe Executive Director deems appropriate, except
that pursuant to the Lease Agreement certain of such money will be transferred to the Interest and Sinking Fund rather than
applied to the restoration or replacement of any portion of the Project. Any money remaining in the Restoration Fund after the
payment of all restoration or replacement costs, as evidenced by a certificate of an authorized representative of the Preservation
Board, will be deposited into the State L ease Fund.

Investment of Funds The money held in the Fundsisto be invested (and reinvested) by the Comptroller along with other
fundsin the State Treasury in Eligible Investments selected by the Comptroller. Uninvested moneys (if any) in any Fund must
be secured in the manner and to the extent required by law.

The investments of each Fund must be made under conditions that will timely provide moneys sufficient to meet the
Authority's obligations. The proceeds received from the disposition of any investment acquired with moneys from any Fund,
and any income from such investment, will be deposited into such Fund.

The Comptroller is required to maintain (or cause to be maintained) detailed records accurately reflecting all investment
transactions and all Funds activity, which records are subject to State audit.

With respect to each purchase (except any direct purchase from the United States government) or sale of aninvestment, the
Comptroller represents and warrants that the price for which the investment is purchased or sold will be the "market price"
determinedin accordancewith Treasury Regulation 1.148-5(d) (or any successor regul ation) and that the Comptroller will maintain
records that adequately support such determination.

Any profitsor lossesfrominvestmentswill becredited or charged, respectively, onapro ratabasisamong the Fundsand other
sources of money, from which such investment was made. The Comptroller will not be held liable for any losses resulting from
investments made in accordance with the Funds Management Agreement.

RATINGS

Moody's Investors Service and Standard & Poor's Ratings Service, adivision of The McGraw-Hill Companies, have assigned
ratings of “Aa2" and “A+,” respectively, to the uninsured 2000B Bonds maturing in the years 2001 through 2010 and “ Aaa”’ and
“AAA,” respectively, to theinsured 2000B Bonds maturing in the years 2011 and thereafter, with the understanding that upon
delivery of the 2000B Bonds, amunicipal bond insurance policy insuring the timely payment of the principal of and interest on
the insured 2000B Bonds will beissued by Financial Security Assurance Inc. An explanation of the significance of the ratings
may be obtained fromtherespectiverating agency. Theratingsreflect only theviews of such organizationsat thetimetheratings
were given, and the Authority makes no representation asto the appropriateness of theratings. Thereisno assurancethat such
ratingswill continue for any given period of time or that they will not be revised downward or withdrawn entirely by any or all
of such rating companies, if inthe judgment of any or all of such companies, circumstances so warrant. Any such downward
revision or withdrawal of arating may have an adverse effect on the market price of the 2000B Bonds.

MUNICIPAL BOND INSURANCE

Bond I nsurance Policy

Concurrently with the issuance of the 2000B Bonds, Financial Security Assurance Inc. ("Financial Security") will issueits
Municipal Bond Insurance Policy (the "Policy") for the 2000B Bonds maturing on August 1 of the years 2011 through 2020,
inclusive (the*Insured Bonds”). The Policy guaranteesthe scheduled payment of principal of and interest on the Insured Bonds
when due as set forth in the form of the Policy included as an exhibit to this Official Statement.

Financial Security Assurancelnc.

Financial Security is a New York domiciled insurance company and a wholly owned subsidiary of Financial Security
Assurance Holdings Ltd. ("Holdings"). Holdingsis an indirect subsidiary of Dexia, S.A., apublicly held Belgian corporation.
Dexia, S.A., through its bank subsidiaries, is primarily engaged in the business of public finance in France, Belgium and other
European countries. The shareholder of Holdings or Financial Security is liable for the obligations of Financial Security.

At March 31, 2000, Financial Security's total policyholders' surplus and contingency reserves were approximately
$1,340,272,000 and its total unearned premium reserve was approximately $663,574,000 in accordance with statutory accounting
principles. At March 31, 2000, Financial Security'stotal shareholder’s equity was approximately $1,360,722,000 and its total net
unearned premium reserve was approximately $547,872,000 in accordance with generally accepted accounting principles.
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Thefinancial statements included as exhibits to the annual and quarterly reports filed by Holdings with the Securities and
Exchange Commission are hereby incorporated herein by reference. Alsoincorporated herein by reference are any such financial
statements so filed from the date of this Official Statement until the termination of the offering of the Bonds. Copiesof materials
incorporated by reference will be provided upon requestto Financial Security AssuranceInc.: 350 Park Avenue, New Y ork, New
York 10022, Attention: Communications Department (tel ephone (212) 826-0100).

The Policy does not protect investors against changes in market value of the 2000B Bonds, which market value may be
impaired asaresult of changesin prevailing interest rates, changesin applicableratingsor other causes. Financial Security makes
no representation regarding the 2000B Bonds or the advisability of investing in the 2000B Bonds. Financial Security makes no
representation regarding the Official Statement, nor has it participated in the preparation thereof, except that Financial Security
has provided to the Issuer the information presented under this caption for inclusion in the Official Statement.

TAXMATTERS

Onthedateof initial delivery of the 2000B Bonds, Akin, Gump, Strauss, Hauer & Feld, L.L.P. and Wickliff & Hall, P.C., Co-Bond
Counsel, will render their opinion that, under existing law, (1) interest on the 2000B Bonds will be excludable from grossincome
for federal income tax purposes under section 103 of the Internal Revenue Code of 1986, as amended (the “ Code”) and (2) the
2000B Bondswill not betreated as* private activity bonds” within the meaning of section 141 of the Code and that, accordingly,
interest on the 2000B Bonds will not beincluded asan alternative minimum tax preferenceitem under section 57(a)(5) of the Code.
Except as stated above, Co-Bond Counsel will express no opinion asto any other federal, state, or local tax consequences under
present law, or proposed legislation, resulting from the receipt or accrual of interest on or the acquisition, ownership, or
disposition of the 2000B Bonds. See APPENDIX C - FORM OF OPINION OF CO-BOND COUNSEL.

In rendering their opinions, Co-Bond Counsel will rely upon representations and certifications of the Authority with respect
to matterssolely within the knowledge of the Authority, which Co-Bond Counsel has not independently verified, and will assume
continuing compliance by the Authority with covenants pertaining to those sections of the Code which affect the exclusionfrom
gross income of interest on the 2000B Bonds for federal income tax purposes. |f such representations and certifications are
determined to be inaccurate or incomplete, or the Authority failsto comply with the foregoing covenants, interest on the 2000B
Bonds could become includable in gross income retroactively to the date of issuance of the 2000B Bonds, regardless of the date
on which the event causing such inclusion occurs.

The statues, regulations, published rulings, and court decisions upon which Co-Bond Counsel have based their opinionsare
subject to change by the Congress and to subsequent judicial and administrativeinterpretation by the courtsand the Department
of Treasury. There can be no assurance that such law or the interpretation thereof will be changed in a manner which would
adversely affect thetax treatment of their receipt or accrual of interest on or the acquisition, ownership, or disposition of the 2000B
Bonds.

Co-Bond Counsel assumes no duty to update or supplement its opinions to reflect any facts or circumstances that may
thereafter cometo Co-Bond Counsel’ sattention or to reflect any changesin any law that may thereafter occur or become effective.

Federal Income Tax Accounting Treatment of Original |ssue Discount

Theinitial public offering price of certain stated maturities of the 2000B Bonds may be |ess than the stated redemption price
at maturity (as defined in section 1272 of the Code and Income Tax Regulations thereunder) on the 2000B Bonds (the “Original
Issue Discount Bonds”). Assuming that all of the Original Issue Discount Bonds have been initially offered and a substantial
amount of each maturity thereof has been sold, to the general public in arm’s length transactions for a price (with no other
consideration being included) for not more than theinitial offering prices stated in the Official Statement, an amount equal to the
difference between theinitial public offering price of an Original Issue Discount Bond and the stated redemption price at maturity
constitutes “original issue discount” to theinitial purchaser of such Original I ssue Discount Bond. Such original issue discount
may result from the payment of accrued interest by the initial purchaser, bonds having an interest payment period longer than
six months, or the purchase by the initial purchaser at a discount from the face amount of the 2000B Bonds. Under existing law,
such initial purchaser is entitled to exclude fromgrossincome an amount of incomewith respect to such Original 1ssue Discount
Bond equal to that portion of the amount of such original issue discount allocableto the period that such Original | ssue Discount
Bond continues to be owned by such purchaser. For adiscussion of certain collateral federal tax consegquences, see discussion
set forth below.

In theevent of theredemption, sale, or other taxabl e disposition of such Original Issue Discount Bond prior to stated maturity,
theamount realized by such purchaser in excess of the basis of such Original Issue Discount Bond inthe hands of such purchaser
(adjusted upward by the portion of theoriginal issue discount all ocabl eto the period for which such Original 1 ssue Discount Bond
was held by such initial purchaser) isincludablein grossincome.

Original issue discount is considered to be accrued actuarially in accordance with the constant interest method over thelife
of the Original Issue Discount Bond, taking into account the semiannual compounding of accrued interest, at theyield to maturity
on such Original Issue Discount Bond. The allocation of such original issue discount will generally result in an amount treated
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asinterestthat isdifferent than theamount of the payment denominated asinterest actually received by the owner thereof during
the taxable year.

The federal income tax consequences of the acquisition, ownership, redemption, sale, or other disposition of Original |ssue
Discount Bonds which are not purchased in theinitial offering at the initial offering price may be determined according to rules
which differ from those described above. All purchasersof Original Issue Discount Bonds should consult their own tax advisors
with respect to the determination for federal, state, and local income tax purposes of the treatment of interest accrued upon
redemption, sale, or other disposition of, such Original Issue Discount Bonds and with respect to the federal, state, local, and
foreign tax consequences of the acquisition, ownership, redemption, sale, or other disposition of, such Original Issue Discount
Bonds.

Federal Income Tax Accounting Treatment of Premium Bonds

Theinitial public offering price of certain stated maturities of the 2000B Bonds (the “Premium Bonds”) is greater than the
amount payable on such Bonds at maturity. An amount equal to the difference between the initial public offering price of a
PremiumBond assuming that asubstantial amount of the Premium Bonds of that maturity are sold to the public at such price, and
the amount payable at maturity constitutes premium to theinitial purchaser of such Premium Bond. The basisfor federal
income tax purposes of a Premium Bond in the hands of such purchaser must be reduced each year by the amortizable bond
premium. Such reductionin basiswill increase the amount of any gain (or decrease the amount of any 10ss) to be recognized for
federal income tax purposes upon a sale or other taxable disposition of a Premium Bond. The amount of premium which is
amortizable each year by an initial purchaser is determined by using such purchaser’ s yield to maturity. All purchasers of the
Premium Bonds should consult with their own tax advisors with respect to the determination of amortizable bond premium with
respect to the Premium Bonds for fedeal income tax purposes and with respect to the federal, state, local, and foreign tax
consequences of acquisition, ownership, redemption sale, or other disposition of, such Premium Bonds.

Collateral Federal Income Tax Conseguences

The following discussion is a summary of certain collateral federal income tax consequences resulting from the receipt or
accrual of interest on or the acquisition, ownership, or disposition of the 2000B Bonds. This discussion is based on existing
statutes, regulations, published rulings, and court decisions, all of which are subject to change or modification retroactively.

Thefollowing discussion is applicable toinvestors, other than thosewho are subject to special provisionsof the Code, such
as financial institutions, property and casualty insurance companies, life insurance companies, individual recipients of Social
Security or Railroad Retirement benefits, individuals otherwise qualifying for the earned income taxcredit, owners of an interest
inafinancial asset securitization investment trust, certain S corporationswith Subchapter C earnings and profits, and taxpayers
who may be deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or incurred expenses
allocable to, tax-exempt obligations.

INVESTORS, INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD CONSULT
THEIR OWN TAX ADVISORSWITH RESPECT TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT
FROM THE RECEIPT OR ACCRUAL OF INTEREST ON OR THE ACQUISITION, OWNERSHIP, AND DISPOSITION OF TAX-
EXEMPT OBLIGATIONS BEFORE DETERMINING WHETHER TO PURCHASE THE BONDS.

Interest on the 2000B Bonds will be included in the “adjusted current earnings’ of certain corporations for purposes of
computing its alternative minimum tax imposed by section 55 of the Code.

Interest on the 2000B Bonds may be subject to the“ branch profit tax” imposed by section 884 of the Code on the effectively-
connected earnings and profits of aforeign corporation doing businessin the United States.

Under section 6012 of the Code, owners of tax-exempt obligations, such as the 2000B Bonds, may be required to disclose
interest received or accrued during each taxable year on their returns with respect to federal income taxes.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of atax-exempt
obligation, such as the 2000B Bonds, if such obligation was acquired at a “market discount” and if the fixed maturity of such
obligation is equal to, or exceeds, one year from the date of issue. Such treatment applies to “market discount bonds” to the
extent such gain does not exceed the accrued market discount (defined below) of such bonds; although for this purpose, a de
minimis amount of market discount isignored. A “market discount bond” isonewhichis acquired by the owner at a purchase
price which is less than the stated redemption price at maturity or, in the case of abond issued at an original issue discount, the
“revised issue price” (i.e., the issue price plus accrued original issue discount). The “accrued market discount” is the amount
which bears the same ratio to the market discount as the number of days during which the holder holds the obligation bears to
the number of days between the acquisition date and the final maturity date.

State, Local, and Foreign Taxes

Investors should consult their own tax advisors concerning thetax implicationsresulting from the receipt or accrual of interest
26



on or theacquisition, ownership, or disposition of the 2000B Bonds under applicablestateor local laws. Foreigninvestorsshould
also consult their own tax advisors regarding the tax conseguences unique to investors who are not United States persons.

THE BONDSASLEGAL INVESTMENTSIN TEXAS

Section 1201.041 of the Texas Public Securities Procedures Act (Chapter 1201, Texas Government Code) provides that
obligations, such as the 2000B Bonds, are legal and authorized investmentsfor insurance companies, fiduciariesor trustees, and
for the sinking funds of municipalities or other political subdivisions or public agencies of the State. In addition, various
provisions of the Texas Finance Code provide that, subject to the prudent investor standard, the 2000B Bonds are legal
investments for state banks, savings banks, trust companieswith at least $1 million of capital and savingsand loan associations.
The 2000B Bonds are also eligible to secure deposits of any public funds of the State, its agencies, and political subdivisions,
and are lawful and sufficient security for those depositsto the extent of their market value. For political subdivisionsin the State
that have adopted investment policies and guidelines in accordance with the Public Funds Investment Act (Texas Government
Code, Chapter 2256), the 2000B Bonds may need to be assigned arating of at least A" or itsequivalent asto investment quality
by a national rating agency before such obligations are eligible investments for sinking funds and other public funds. See
"RATINGS" herein.

The Authority has made no investigation of other laws, rules, regulations, or investment criteria which might apply to such
institutions or entities or which might limit the suitability of the 2000B Bonds for any of the foregoing purposes or limit the
authority of such institutions or entities to purchase or invest in the 2000B Bonds for such purposes. The Authority has made
no review of laws in other states to determine whether the 2000B Bonds are legal investments for various institutions in those
states.

LITIGATION

Thereis no litigation, proceeding, inquiry, or investigation pending by or before any court or other governmental authority
or entity (or, to the best knowledge of the Authority, threatened) that affects the obligation of the Authority to deliver 2000B
Bonds or the validity of the 2000B Bonds. Thereisno litigation, proceeding, inquiry, or investigation pending by or before any
court or other governmental authority or entity (or, to the best knowledge of the Attorney General of the State of Texas,
threatened) against or affecting the State or any of itsagencies or instrumentalities (nor to the best of hisknowledgeisthere any
basis therefor) that (1) affects the existence of the Authority or the right of the present directors and officersof the Authority to
hold their offices, (2) affects thevalidity or enforceability of the provisions pursuant to which the 2000B Bonds are being issued,
and (3) would have a material adverse effect upon the power of the Authority to issue the 2000B Bonds. See Appendix A tothis
Official Statement concerning legal proceedingstowhichthe Stateisaparty relating toitsoperationsand governmental functions
but unrelated to the 2000B Bonds or the security for the 2000B Bonds.

CONTINUINGDISCLOSURE OF INFORMATION
Continuing Disclosure Undertaking of the Authority

General. IntheBond Resol ution, the Authority hasmadethefollowing agreement for the benefit of the holdersand beneficial
owners of the Preservation Board Bonds, including the 2000B Bonds. The Authority isrequired to observe the agreement for so
long asit remains obligated to advance fundsto pay the 2000B Bonds. Under the agreement, the Authority will be obligated to
providetimely notice of specified material events, to certain information vendors. Thisinformation will be availableto securities
brokers and others who subscribe to receive the information from the vendors.

Material Event Notices. Inthe Bond Resolution, the Authority has covenanted to provide notice of any of the following
events with respect to the 2000B Bonds, if such event is material within the meaning of the federal securitieslaws: (1) principal
and interest payment delinquencies; (2) non-payment related defaults; (3) unschedul ed draws on debt servicereservesreflecting
financial difficulties; (4) unscheduled draws on credit enhancements reflecting financial difficulties; (5) substitution of credit or
liquidity providers, or their failure to perform; (6) adverse tax opinions or events affecting the tax-exempt status of the 2000B
Bonds; (7) modificationsto rights of holders of the 2000B Bonds; (8) Bond calls; (9) defeasances; (10) release, substitution, or
sale of property securing repayment of the 2000B Bonds; and (11) rating changes. In addition, the Authority will providetimely
notice of any failure by the Comptroller to provide information, data or financial statements in accordance with its agreement
described below under " --Continuing Disclosure Undertaking of the Comptroller--Annual Reports." The Authority will provide
each notice described in this paragraph to any state information depository (a"SID") and to either each nationally recognized
municipal securitiesinformation repository ("NRMSIR") or the Municipal Securities Rulemaking Board ("MSRB").

Continuing Disclosure Undertaking of the Comptroller
General. The Comptroller currently provides and intendsto continueto provide current information concerning the financial
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condition of State government, and the Comptroller hasagreed for the benefit of the hol ders of the 2000B Bondsto providecertain
updated information and notices while the 2000B Bonds remain outstanding. The Authority and thelegal and beneficial owners
of the 2000B Bonds are third-party beneficiaries of the Comptroller's agreement. The Comptroller is required to observe his
agreement for so long as the 2000B Bonds may be paid from money drawn on the State's General Revenue Fund. Under the
agreement, the Comptroller will be obligated to provide certain updated financial information and operating data annually, and
timely notice of specified materia events, to certain information vendors. Thisinformation will be availableto securities brokers
and others who subscribe to receive the information from the vendors.

In additiontotheinformationthat the Comptroller hasagreedto provideannual ly asdescribed bel ow, the Comptroller currently
prepares an updated disclosure appendix quarterly for use in State agency securities offerings. This disclosure appendix is
incorporated herein asdescribed in Appendix A. The Comptroller intendsto continueto prepare or supplement such an appendix
quarterly and to provide each such update or supplement to the information vendors to whom the Comptroller must provide
annual information in accordance with the Comptroller’s disclosure agreement. Appendix A is available via the Internet at
http://Aww.window.statetx.ustr easops’bondapp.html. Inaddition, the Comptroller publishes, and intendsto continueto publish,
a monthly publication, Fiscal Notes, which includes key economic indicators for the State's economy as well as monthly
statements of cash condition, revenues and expenses for State government funds on a combined basis. Bondholders may
subscribe to Fiscal Notes by writing to Fiscal Notes, Comptroller of Public Accounts, P.O. Box 13528, Austin, Texas 78711-3528.
Additional information about the State government may be obtained by contacting the Comptroller's BBS Window on State
Government viathe Internet at http: //www.window.state.tx.usor by caling 1-800-227-8392.

Annual Reports. The Comptroller will provide, within 195 days after the end of each fiscal year of the State, certain updated
financial information and operating data to certain information vendors annually. The information to be updated includes all
quantitative financial information and operating data with respect to the State of the general typeincluded in Appendix A to this
Official Statement in Tables A-1through A-14 and A-31 (however, only actual tax collectionsand revenuesin Table A-10 will be
updated) and under theheadings"EDUCATION" and"RETIREMENT SY STEMS." The Comptroller will update and providethis
information within 195 days after the end of each fiscal year ending in or after 1996. The Comptroller will provide the updated
information to each NRMSIR and to any SID that is designated by the State and approved by the staff of the Securities and
Exchange Commission ("SEC").

The Comptroller may provide updated information in full text or may incorporate by reference certain other publicly available
documents, as permitted by SEC Rule 15¢c2-12. The updated information provided by the Comptroller will be provided on acash
basis and will not be audited, but the Comptroller will provide audited financial statements of the State prepared in accordance
with generally accepted accounting principlesfor governmental entitieswhen the State Auditor completesitsstatutorily required
audit of such financial statements. The accounting principles pursuant to which such financial statements must be prepared may
be changed from time to time to comply with State law.

The State's current fiscal year end is August 31. Accordingly, it must provide updated information by March 13 in each year
unlessthe State changesitsfiscal year. If the State changesitsfiscal year, the Comptroller will notify eachNRMSIR and any SID
of the change.

Material Event Notices. The Comptroller will also providetimely notice of any failureto provideinformation, dataor financial
statements in accordance with its agreement described above under " Continuing Disclosure Undertaking of the Comptroller--
Annual Reports." Each notice described in this paragraph will be provided to any SID and to either each NRMSIR or the M SRB.

Availability of Information from NRM SIRsand SID

The Authority and the Comptroller have agreed to provide the foregoing information only to NRMSIRs and any SID. The
information will be available to holders of 2000B Bonds only if the holders comply with the procedures and pay the charges
established by such information vendors or obtain the information through securities brokers who do so.

TheMunicipal Advisory Council of Texashasbeen designated by the State asa SID and recognized by the SEC asaqualified
SID. The address of the Municipal Advisory Council is 600 W. Eighth Street, P.O. Box 2177, Austin, Texas 78768-2177, and its
telephone number is 512/476-6947.

Limitationsand Amendments

The Authority and the Comptroller have agreed to update information and to provide notices of material events only as
described above. Neither has agreed to provide other information that may be relevant or material to acomplete presentation of
the Authority's or the State's financial results of operations, condition, or prospects or agreed to update any information that is
provided, except as described above. Neither makes any representation or warranty concerning such information or concerning
its usefulness to adecision to invest in or sell 2000B Bonds at any futuredate. Each disclaimsany contractual or tort liability for
damages resulting in whole or in part from any breach of such person's continuing disclosure agreement or from any statement
made pursuant to such person's agreement, although holders of 2000B Bonds may seek a writ of mandamus to compel the
Authority and the Comptroller to comply with their agreements.
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TheAuthority and the Comptroller may amend their continuing disclosure agreementsto adapt to changed circumstancesthat
arise from achangein legal requirements, achangeinlaw, or achangeintheidentity, nature, status or type of operations of the
Authority or the State if the agreement, as amended, would have permitted the Underwritersto purchase or sell 2000B Bondsin
the offering described herein in compliance with the SEC Rule 15¢2-12 and either the holders of amajority in aggregate principal
amount of the outstanding 2000B Bonds consent or any person unaffiliated with the Authority, the Comptroller and the State
(such as nationally recognized bond counsel) determines that the amendment will not materially impair the interests of the
beneficial ownersof the2000B Bonds. If the Authority or the Comptroller so amends such person’'s agreement, such person must
include with the next financial information and operating data provided in accordance with such person's agreement described
above under "Annual Reports' an explanation, in narrative form, of the reasons for the amendment and of the impact of any
changein the type of information and data provided.

Compliancewith Prior Undertakings

Neither the Authority nor the Comptroller has failed to comply in any material respect with any continuing disclosure
agreement made by such person in accordance with SEC Rule 15¢2-12.

UNDERWRITING

The Underwritershave agreed, subject to certain conditions, to purchase the 2000B Bondsfrom the Authority. The purchase
price for the 2000B Bondsis $29,654,316.10 (representing the par amount of the 2000B Bonds of $29,480,000, plus anet premium
of $349,088.70, and | ess an underwriting discount of $174,772.60), plus accrued interest on the 2000B Bondsfrom their dated date
to the date of delivery. The Underwriterswill beobligated to purchaseall of the 2000B Bondsif any 2000B Bonds are purchased.
The 2000B Bonds to be offered to the public may be offered and sold to certain dealers (including the Underwriters and other
dealers depositing 2000B Bonds into investment trusts) at priceslower than the public offering prices of such 2000B Bonds, and
such public offering prices may be changed, from time to time, by the Underwriters.

THE CO-FINANCIAL ADVISORS

First Southwest Company and Walton Johnson & Company (the" Co-Financial Advisors") haveacted asco-financial advisors
to the Authority in connection with the issuance and sale of the 2000B Bonds. First Southwest Company also servesin other
capacities with the Authority. All feesand other remuneration received in such other capacities are separate and distinct from the
fees associated with the 2000B Bonds and are not contingent upon the sale and issuance of the 2000B Bonds. First Southwest
Company aso has a contract with Thomson Financial Municipals Group pursuant to which electronic bidding and electronic
officia statement dissemination capabilities are made available to municipal finance clients, such as the Authority, through
Thomson Financial Municipal Group'sParity electronicbidding, and TFM G Prospectus. First Southwest Company will not receive
any remuneration under such contract relating to or contingent upon the issuance and/or sale of the 2000B Bonds. The Co-
Financial Advisors have reviewed the information in this Official Statement but do not guarantee its accuracy or completeness
(except for theinformation concerning the Co-Financial Advisors). Investorsshould not draw any conclusionsasto thesuitability
of the 2000B Bonds from, or base any investment decisions upon, the fact that the Co-Financial Advisors have advised the
Authority.

LEGAL MATTERS

Legal matters incident to the authorization, issuance and sale of the 2000B Bonds by the Authority are subject to the
unqualified approving opinions of the Attorney General of the State of Texasand thelegal opinion of Akin, Gump, Strauss& Feld,
L.L.P. and Wickliff & Hall, P.C., Co-Bond Counsel. The compensation paid to Co-Bond Counsel for services rendered in
connection with the issuance of the 2000B Bonds is contingent on the delivery of the 2000B Bonds. Co-Bond Counsel's
approving opinion will be rendered in substantially the form attached to this Official Statement as Appendix C.

Co-Bond Counsel werenot requested to participate, and did not take part, in the preparation of the Official Statement, and such
firms have not assumed any responsibility with respect thereto or undertaken independently to verify any of the information
contained therein, except that in their capacity as Co-Bond Counsel, such firms have reviewed the information in the Official
Statement under the captions, "THE BONDS," "DESCRIPTION OF THE TRANSACTION DOCUMENTS," "TAX MATTERS,"
"THE BONDSASLEGAL INVESTMENTSIN TEXAS," and "CONTINUING DISCLOSURE OF INFORMATION" to verify that
the information relating to the 2000B Bonds and the Transaction Documents contained under such captions in all respects
accurately andfairly reflectsthe provisionsthereof and, insofar as such information rel atesto mattersof law, istrue and accurate.

Certain legal matters will be passed upon for the Underwriters by their counsel, Delgado, Acosta, Braden & Jones, P.C., El
Paso, Texas.

The various legal opinions to be delivered concurrently with the delivery of the 2000B Bonds express the professional
judgment of the attorneysrendering the opinionsasto thelegal issues explicitly addressed therein. Inrendering alegal opinion,
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theattorney doesnot becomeaninsurer or guarantor of that expressi on of professional judgment, of the transaction opined upon,
or of thefuture performance of the partiesto thetransaction. Nor doesthe rendering of an opinion guarantee the outcome of any
legal dispute that may arise out of the transaction.

Forward L ooking Statements

The statements contained in this Official Statement, and in any other information provided to thereader by the Authority that
are not purely historical, are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including statements regarding the Authority’s
expectations, hopes, intentions, or strategies regarding the future. Readers should not place unduereliance on forward-looking
statements. All forward-looking statementsincluded inthisOfficial Statement are based oninformation availableto the Authority
on the date hereof, and the Authority assumes no obligation to update any such forward-looking statements. It isimportant to
note that the Authority’ s actual results could differ materially from those in such forward-looking statements.

The forward-looking statements included 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 conditionsand actionstaken or omitted to betaken by third parties, including customers,
suppliers, business partners and competitors, and legislative, judicial, and other governmental authorities and officials.
Assumptions related to the foregoing involvejudgmentswith respect to, among other things, future economic, competitive, and
market conditions and future business decisions, all of which are difficult or impossibleto predict accurately and many of which
are beyond the control of the Authority. Any of such assumptionscould beinaccurate and, therefore, there can be no assurance
that the forward-looking statements included in this Official Statement will prove to be accurate.

MISCELLANEOUS
References in this Official Statement to particular laws do not purport to be a complete statement or to describe all of the
provisionsthereof andin each caseare qualified by referenceto the entirelaw, acopy of which will be furnished by the Authority
on request.

This Official Statement has been approved by the Authority.

TEXASPUBLIC FINANCE AUTHORITY

By: /s/ Daniel H. Branch
Chairman




APPENDIX A

THE STATE OF TEXAS

The Appendix A dated May 2000ison filewith each NRM SR and the Texas SID. The Appendix A may be obtained
from the Comptroller's website at http://mww.windows.state.tx.us/tr easops/bondapp.html .



APPENDIX B

DEBT SERVICE REQUIREMENTS

Combined Debt Service Reguirements for the
Texas Public Finance Authority
Building Revenue Bonds

(State Preservation Board Project)

Fiscal 1997B Bonds 1999A Bonds 2000B Bonds Debt Service Combined
Y ear Debt Service Debt Service Principal Interest Totd Debt Service
2000 $779,505.00 $3,004,847.50 $3,784,352.50
2001 779,767.50 3,012,572.50 $1,145,000.00 $1,689,377.08 $2,834,377.08 6,626,717.08
2002 779,355.00 3,017,747.50 1,495,000.00 1,509,045.00 3,004,045.00 6,801,147.50
2003 783,155.00 3,031,897.50 1,495,000.00 1,441,022.50 2,936,022.50 6,751,075.00
2004 781,167.50 3,044,897.50 1,495,000.00 1,371,505.00 2,866,505.00 6,692,570.00
2005 778,505.00 3,055,097.50 1,495,000.00 1,301,987.50 2,796,987.50 6,630,590.00
2006 779,635.00 3,067,397.50 1,495,000.00 1,231,722.50 2,726,722.50 6,573,755.00
2007 779,425.00 3,080,755.00 1,490,000.00 1,160,710.00 2,650,710.00 6,510,390.00
2008 782,925.00 3,093,600.00 1,490,000.00 1,089,190.00 2,579,190.00 6,455,715.00
2009 779,882.50 3,104,137.50 1,490,000.00 1,016,180.00 2,506,180.00 6,390,200.00
2010 780,250.00 3,105,968.75 1,490,000.00 942,425.00 2,432,425.00 6,318,643.75
2011 779,125.00 3,086,100.00 1,490,000.00 867,925.00 2,357,925.00 6,223,150.00
2012 781,625.00 3,066,637.50 1,490,000.00 778,525.00 2,268,525.00 6,116,787.50
2013 782,625.00 3,047,318.75 1,490,000.00 689,125.00 2,179,125.00 6,009,068.75
2014 782,125.00 3,032,750.00 1,490,000.00 599,725.00 2,089,725.00 5,904,600.00
2015 780,125.00 3,017,537.50 1,490,000.00 510,325.00 2,000,325.00 5,797,987.50
2016 781,500.00 3,001,418.75 1,490,000.00 420,925.00 1,910,925.00 5,693,843.75
2017 781,125.00 2,999,050.00 1,490,000.00 331,525.00 1,821,525.00 5,601,700.00
2018 779,000.00 3,000,637.50 1,490,000.00 249,575.00 1,739,575.00 5,519,212.50
2019 3,011,262.50 1,490,000.00 167,625.00 1,657,625.00 4,668,887.50
2020 1,490,000.00 83,812.50 1,573,812.50 1,573,812.50
Total $14,830,82250  $60,881,631.25 $20,480,000.00  $17,452,252.08 $46,932,252.08 $122,644,705.83




APPENDIX C

FORM OF OPINION OF CO-BOND COUNSEL

AKIN, GUMP, STRAUSS, HAUER & FELD, WICKLIFF& H ALL, P.C.
L.L.P. 1000 Louisana
Attorneys at Law Suite 5400
A Registered Limited Liability Partnership Houston, Texas 77002

Including Professiona Corporations
300 Covent, Suite 1500
San Antonio, Texas 78205

duly _, 2000

WEHAVEACTED ASCO-BOND COUNSEL to the Texas Public Finance Authority (the" Authority™)
in connection with the issuance of its Building Revenue Bonds (State Preservation Board Project) Series 2000B
(the "Bonds") in the aggregate principad amount of $29,480,000 pursuant to an Amended and Restated Bond
Resolution adopted by the Board of Directors of the Authority on June 20, 2000 (the "Bond Resolution”). The
Bonds are sated to mature on August 1 of the years specified in the Bond Resolution, and bear interest from July
1, 2000, payable on each February 1 and August 1, commencing February 1, 2001 at the rate (computed on the
basis of a 360-day year composed of twelve 30-day months) specified in the Bond Resolution. The Bonds are
issuable in fully registered form in denominations of $5,000 and integral multiples thereof. The Bonds are subject
to optiond redemption prior to stated maturity as stated in the Bond Resolution.

IN RENDERING THE OPINIONS HEREIN, we have examined and relied upon origind or certified
copies of the proceedings had in connection with the issuance of the Bonds, including the Bond Resolution;
customary certificates and opinions of officids of the Authority and other agencies of the State of Texasincluding
the State Preservation Board (the "Board"); certificates of the Authority related to the expected receipt and use of
the proceeds of the sde of the Bonds, and certain other funds of the Authority and to certain other facts within the
knowledge and control of the Authority; and such other material and such matters of law as we deem relevant to
the matters discussed below. 1n such examination, we have assumed the authenticity of all documents submitted
to usas originds, the conformity to origina copies of al documents submitted to us as certified copies, and the
accuracy of the statements contained in such certificates. We express no opinion concerning any effect on the
following opinions that may result from changesin law effected after the date hereof.

WE ARE OF THE OPINION, based upon such examination, that, under gpplicable law of the United
States of America and the State of Texas in force and effect on the date hereof:



@ the Bonds have been authorized, issued, and delivered in accordance with the Condtitution and
laws of the State of Texas and condtitute vaid and legdly binding specid limited obligetions of the
Authority, except as enforceability thereof may be limited by bankruptcy, insolvency,
reorganization, moratorium, liquidation, and other smilar laws now or heresfter enacted relating
to creditor's rights generaly or the discretion of courtsin the granting of equitable relief; and

2 the Bonds condtitute specid limited obligations of the Authority payable exclusvely from the
Pledged Security (as defined in the Bond Resolution) including Rent Payments (as defined in the
Bond Resolution) made by the Board. Rent Payments are payable from gppropriationswhich will
have to be made by the Legidature of the State of Texas. The Bonds are not a debt, a pledge of
the faith and credit, or secured by the taxing power of the State of Texas or any agency, politica
corporation or politica subdivison thereof.

IT ISFURTHER OUR OPINION THAT, assuming continuing compliance &fter the date hereof by the
Authority and the Board with the provisons of the Bond Resolution and in reliance upon representations and
cetifications of the Authority made in a certificate of even date herewith pertaining to the use, expenditure, and
investment of the proceeds of the Bonds, under existing statutes and regulations, published rulings, and court
decisons published to date (1) interest onthe Bondswill be excludablefrom the grassincome, asdefined in section
61 of the Internal Revenue Code of 1986, as amended to the date hereof (the "Codge"), of the owners thereof for
federa income tax purposes, pursuant to section 103 of the Code, and (2) interest on the Bonds will not be
included in computing the federd dternative minimum taxable income of the ownersthereof who areindividudsor,
except as hereinafter described, corporations.

WECALL TOYOURATTENTION THE FACT THAT, with repect to our opinionin clause (2) of the
preceding paragraph, interest on al tax-exempt obligations, including the Bonds, owned by a corporation (other
than an "S'" corporation or a quaified mutua fund, rea estate mortgage investment conduit, financia asset
securitizationinvestment trust ("FASIT"), or red estateinvestment trust) isincludableinitsadjusted current earnings
for purposes of cdculating its federd dternative minimum taxable income. A corporation's federd dternative
minimum taxable income is the basis on which the dternative minimum tax imposed by section 55 of the Code is
computed.

WEEXPRESSNO OTHER OPINION with respect to any other federal, Sate, or local tax consequences
under present law or any proposed legidation resulting from the receipt or accrua of interest on, or the acquistion
or disposition of, theBonds. Ownership of tax-exempt obligations such asthe Bondsmay resultin collaterd federd
tax consequencesto, among others, financia inditutions, lifeinsurance companies, property and casudty insurance
companies, "'S' corporationswith "subchapter C" earnings and profits, certain foreign corporations doing business
inthe United States of America, ownersof interestsinaFASIT, individua recipients of Socia Security or Railroad
Retirement benefits, individuds otherwise qudifying for the earned income tax credit, and taxpayers who may be
deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or incurred certain
expenses dlocable to, tax-exempt obligations.

WE EXPRESS NO OPINION with respect to the marketability of the Bonds or the adequacy or
aufficiency of the security therefor.



Y OU ARE REMINDED that this opinion expresses our professond judgment as to the legd issues
explicitly addressed herein. We express no opinion as to any matters not specificaly covered by the foregoing
opinion. In rendering this opinion we do not become an insurer or guarantor of the expression of professond
judgment, of the transaction opined upon, or of thefuture performance of the partiesto thetransaction. Nor does
this opinion guarantee the outcome of any legd dispute that may arise out of the transaction.

Respectfully submitted,



APPENDIX D

SPECIMEN MUNICIPAL BOND INSURANCE POLICY



