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Comparable Short Term NRSRO
Rating: If no, has the issuer of
the investment or the guarantee
received at least one short term
NRSRO rating for a comparable
short term debt obligation?
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Repurchase agreements
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Possible investment--commercial paper with
the following features.
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Commercial paper characteristics:
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Yes

Yes
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?
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N/A: No
guarantee

Yes

Yes
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Yes

Yes, conditions
can be
monitored

Yes

Yes
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Yes, 2
out of 3

N/A:
Rated

N/A:
1st tier

N/A: Rated
1st tier
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N/A: Not
an ABS

N/A: Short-
term rating
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Yes, issuer is
only 2% of
total assets

N/A: Only
2% of assets
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No, Fred’s
Bank = only
6% of assets

N/A: Only
6% of assets

N/A: all
1st tier
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Longer of period until next
interest rate reset or demand
date

Long term variable rate
security with demand feature
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Yes, paper has
a maturity of
only 30 days

Yes, average
maturity is
only 30 days

N/A: paper has
a demand
feature
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Taxable fund can buy up to $4 million of
Esprit Corp. variable rate commercial

paper with conditional demand feature
from Fred’s Bank
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Same paper as in Example 1, except:
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Yes

Yes
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?

Paper is rated,
demand
feature is not

Guarantor
is rated
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No

Yes

Yes
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N/A:
Demand
feature is

unconditional
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NO: paper
split rating
= 2nd tier

YES:
demand
feature

N/A: Rated
1st tier
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N/A: Not
an ABS

N/A: Short-
term rating
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N/A: Credit
Substitution

N/A: Credit
Substitution
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Yes, Fred’s
Bank = 11%
of assets

No, Fred’s
Bank is not
affiliated and
=only 11%
of assets

N/A: 1st tier
guarantor
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Long term floating rate security Period until next demand date
with demand feature
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Yes, paper has
a maturity of
only 30 days

Yes, average
maturity is
only 30 days

N/A: paper has
a demand
feature
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Taxable fund can buy up to $15 million
of Esprit Corp. floating rate commercial

paper with unconditional demand
feature from Fred’' s Bank
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Same paper asin Example 1, except:
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Yes

Yes
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?
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N/A: No
guarantee

N/A: No
guarantee or
demand feature

N/A: No

guarantee or
demand feature

HALE AND DORR .




N/A:
Demand
feature is

unconditional
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NO: split
rating is
not 1st tier

N/A:
Rated

Yes
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N/A: Not
an ABS

N/A: Short-
term rating
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N/A: Paper
is 2nd tier

N/A: No
exemption
for 2nd tier

paper
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Yes, if fund
invests 10%
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N/A: No
demand
features or
guarantees
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Long term variable rate security Period remaining until final
with no demand feature maturity date
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No,
maturity
Is 2 years

No, if fund
invests 10%

Yes, if initial
cost reflects
30-day rate on
2 year paper
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Taxable fund cannot buy more than $1
million of Esprit Corp. second tier
variable rate commercial paper with no

demand feature or guarantee and cannot
buy this paper until it has become a short
term security (with a remaining maturity
of 397 days or less)
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Same paper as ih Example 3, except:
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?

No

N/A
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No,
unrated

No

No,
unrated

Yes
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N/A: Not
an ABS

No .
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Taxable fund cannot buy Esprit Corp.
commercial paper with no short term

rating and ineligible long term ratings
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Possible investment in 1 year certificate of
deposit with these terms:
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No

Yes
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Taxable fund cannot buy Bermuda
Bank CD with foreign equity rate of

return and principal and interest payable
In aforeign currency
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Swap
Counterparty
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Possible investment 1h asset backed notes
with embedded swaps

HALE-AND-DORR ==




Possible investment 1n asset backed notes
with embedded swaps
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Possible investment 1n asset backed notes
with embedded swaps
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Possible investment 1n asset backed notes
with embedded swaps
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Possible investment 1nh asset backed notes
with embedded swaps
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Yes

Yes
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?
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Yes, guarantor
controls
counterparty

N/A: guarantee
nheed not
be rated

Yes

Yes
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N/A:
Demand
feature is

unconditional
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Yes, 2
out of 2

N/A:
Rated

N/A: Rated
1st tier

N/A: Rated
1st tier
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N/A: Short-
term rating
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Yes, each
issuer is
only 4% of
total assets

N/A: Only
4% of assets
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No, guarantor
= only 10%
of assets

N/A: 25%
basket not
available

N/A: all
1st tier
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_ : Earlier of period until next
Short term variable rate security RRFRER PR MEEET G AlErEE

with no demand feature date
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Yes, maturity
is 90 days

Yes
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Taxable fund can buy up to $4 million
of variable rate, asset backed notes with

embedded total return swaps and no
demand feature
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Proposed purchase of State of Prosperity one-
year hotes maturing on 12/31/01
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Yes

Yes
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?

HALE-AND-DORR ==




N/A: Rated
1st tier

N/A: Rated
1st tier
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N/A: Not
an ABS

N/A: Short-
term rating
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Yes; issuer
is only 4% of
total assets

N/A: Only
4% of assets
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NO
Trade-12/31: 33
Year 2001: 365
Maturity: 398

YES, if the
fund invests
only 2%
of assets

N/A: notes have
a fixed rate
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Tax-free fund cannot buy State of
Prosperity notes on 11/28/00, but can

buy them on 11/29/00
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- Same notes as In Example 7, except that the
ratings did not come through at the closing
and the notes are unrated
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?

No

N/A
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No,
unrated
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N/A: Not
an ABS

N/A: 1 year
maturity
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Tax-free fund can buy State of
Prosperity notes only if it satisfactorily

resolves minimal credit risk and
comparable quality 1ssues
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Possible investment in tax-exempt tender option
bonds, which are issued by atrust holding:
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Yes

Yes
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Comparable Short Term
NRSRO Rating: If no, has
the issuer of the investment
or the guarantee received at
least one short term NRSRO
rating for a comparable
short term debt obligation?
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N/A: No
guarantee

Yes

Yes
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No, excess $10
million judgment
condition can’t
be monitored

No, issuer has
only 1 rating:
A+ (long term)

Yes
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N/A: Rated
1st tier

N/A: Rated
1st tier
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N/A:Backed
only by
municipal
securities

N/A: Short-
term rating
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Yes; issuer
is only 4% of
total assets

N/A: Only
4% of assets

HALE AND DORR .




Yes, German
Bank = 14%
of assets

Yes, German
+ Fred’s Bank
= 26% of
assets

N/A: all
1st tier
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Longer of period until next
interest rate reset or demand
date

Long term variable rate security
with demand feature
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Yes, bond has
a maturity of
only 7 days

N/A: bond has
a demand
feature

HALE AND DORR .




ax-free fund cannot invest more than
3% of assetsin Total Health Hospital

tender option bonds with German Bank
as liquidity provider

HALE-AND-DORR ==




- Rule 2a- 7 procedures--6 years
— Minutes recording board decisions--6 years
- Credit risk analyses, support for minimal credit

risk determination & NRSRO ratings--3 years
after last review

- Determinations that adjustable rate securities
without demand feature will reset at amortized
cost--3 years
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- FFor asset backed securities, information about
10% obligors--3 years
- ldentities, % of qualifying assets & % of fund's

total assets
—Any determination that an asset backed security is
unlikely to have any 10% obligors

- Determinations that afund is not relying on a
demand feature or guarantee for quality, maturity
or liquidity--3 years
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— The adviser must determine whether a security
still presents minimal credit risk (and take
appropriate action) if:

- A first tier security Is downgraded

- An unrated or second tier recelves a below
second tier short term rating froman NRSRO

- Thisisn’t required if the security is sold within
5 business days and the board is notified
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- If a downgrade makes more than 5% of
assets Issued by or subject to a demand

feature from the same second tier 1ssuer:

— The fund must reduce Its exposure to below 5%
by exercising the demand feature

— Unless the board finds that selling the security
would not be in the fund’ s best interest
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- A fund must dispose of a security as soon as
practicable, absent a contrary board finding

(which may reflect market conditions), if any of
the following occurs

"he Issuer defaults

ne security becomes ingligible

- The security no longer presents minimal credit
risks

- The issuer or the provider of any demand feature or
guarantor becomes insolvent
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- A fund must immediately report to the SEC a
default or insolvency affecting more than 1/2% of
the fund’ s total assets, by phone, fax or e-mail,
followed by aletter

— A default or event of insolvency Is deemed not to

have occurred if:

— Thefund has exercised a demand feature and
recelved the principal or amortized cost value of
the security

— The guarantor is still making payments on the
Security
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