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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X

In re: :
LEHMAN BROTHERS INC., * Case No. 08-01420 (JMP) SIPA
Debtor. :
X
DECLARATION OF FREDDY MALDONADO
FREDDY MALDONADO, pursuant to 28 U.S.C. § 1746, declares and says as
follows:

Introduction

1. I was the Chief Financial Officer (“CFQ”) and Senior Executive Vice-
President of Finance, Investment and Treasury (“SVP”) for Westernbank Puerto Rico
(“Westernbank™) from 1992 through 2005 and from August, 2008 until February, 2009.
Between my terms as CFO and SVP, I served as President and Chief Investment Officer of W
Holding Company, Inc., Westernbank’s parent entity. I make this declaration in opposition to
the Motion for an Order Confirming the Trustee’s Determination of Claims Relating to
Repurchase Agreements between Lehman Brothers, Inc. (“LBI”’) and, among others,

Westernbank (the “Westernbank Claims™). Unless otherwise indicated, I am personally familiar

with the facts set forth in this declaration.

The Investment and Treasurv Department

2. A chief responsibility of mine as CFO and SVP was to oversee

Westernbank’s Investment and Treasury Department (the “Investment Department”). The
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Investment Department was responsible for implementing Westernbank’s investment strategy
and managing Westernbank’s investment portfolio. The investments for which the Tnvestment
Department had responsibility were investments made by Westernbank directly and through a

division, Westernbank International (“International Division™). The International Division was

an International Banking Entity (“IBE”) under the Puerto Rico Act known as the International

Banking Center Regulatory Act (the “International Banking Act”).

3. Westernbank’s investment portfolio (both directly and through the
International Division) included significant holdings of United States Government Securities and
securities issued by government sponsored enterprises such as the Federal Home Loan Home

Bank, Fannie Mae and Freddie Mac (collectively, “Agency Securities”).

4. Agency Securities were ideal investments for Westernbank for several
reasons. Agency Securities paid fixed interest (“coupon”) income that was exempt from
taxation under Puerto Rican law under certain circumstances. In particular, the coupon income
from the Agency Securities issued by the Federal Home Loan Bank was exempt from taxation
under Section 1022(b)(4) of the Puerto Rico Internal Revenue Code of 1994, as amended.
Further, coupon income from Agency Securities issued by Fannie Mae and Freddie Mac held by
the International Division was exempt from taxation under the International Banking Act.

5. Finally, as Agency Securities were backed either explicitly or implicitly
by the full faith and credit of the United States Government, such securities were permissible
investments by Westernbank’s regulators. In addition, under applicable banking regulations,
Westernbank was required to hold less Tier 1 Capital on account of Agency Securities than

certain other fixed income securities.

o
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6. Westernbank was therefore an active investor and participant in the

securities market for Agency Securities.

Westernbank’s Acquisitions of Agency Securities Through Repurchase Transactions

7. Westernbank was not a broker-dealer. Accordingly, Westernbank could
purchase Agency Securities and implement its investment strategy only by purchasing through
broker-dealers. LBI was one of the broker-dealers in which Westernbank opened customer
accounts to conduct trades in order to achieve its investment goals.

8. Westernbank would invest in Agency Securities through broker-dealers by
several methods. Westernbank could purchase Agency Securities directly from the broker-
dealers, including LBI, by utilizing Westernbank’s available cash. However, several broker-
dealers, including LBI, also provided an alternate means to enable Westernbank to purchase
Agency Securities without using Westernbank’s cash on hand through short-term and long-term
structured repurchase transactions such as those that are the subject of the Westernbank Claims.
Whether Westernbank purchased Agency Securities outright or through repurchase transactions,
Westernbank’s goal was the same: to enhance the level of interest income by obtaining the
benefits of ownership of the Agency Securities, including to the extent permitted under Puerto
Rican law, the tax free coupon income such investment provided. Accordingly, Westernbank
entered into repurchase transactions with LBI for this purpose.

Westernbank’s Relationship with L.BI

9. To the best of my recollection and after review of the relevant documents,
I state that in order to enter into securities transactions with LBI, including the purchase and sale
of securities such as those involved in repurchase transactions, Westernbank was required to

open a customer account at LBI. Westernbank opened two accounts with LBI through which it
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conducted securities transactions. One was in the name of “Westernbank Puerto Rico,” and was

assigned account number 6670010 (the “Westernbank Puerto Rico Account”). The other was in

the name of the International Division (the “International Account”, the “Westernbank

Accounts™). Westernbank regularly received monthly account statements and other periodic
reports from LBI concerning activity with respect to each of the Westernbank Accounts. Such
statements reflected securities trades between LBI and Westernbank in connection with the
repurchase transactions.

10.  To the best of my recollection and after review of the relevant documents,
I state that to open such customer accounts with LBI, Westernbank was required to execute what
LBI termed an “Institutional Client Agreement”. Annexed as Exhibit “A” is an Institutional
Client Agreement dated November 21, 1997 pursuant to which the Westernbank Puerto Rico
Account was opened by Westernbank at LBI. Annexed as Exhibit “B” is an Institutional Client
Agreement dated January 28, 2000 amending the November 21, 1997 Institutional Client
Agreement. Together with the President and Chief Executive of the Westernbank and its
Assistant Vice President of the Investment Department, I executed these account opening forms.
Westernbank actively purchased and sold securities through its LBI customer accounts.

11. To the best of my recollection and after review of the relevant documents,
I state that to enable Westernbank to enter into repurchase transactions with LBI, on February 23,

1998, Westernbank executed a Master Repurchase Agreement with LBI (the “Master Repurchase

Agreement”), a copy of which is annexed hereto as Exhibit “C”. Pursuant to the Master
Repurchase Agreement, LBI and Westernbank entered into numerous repurchase transactions of
varying durations from short-term transactions to structured long-term transactions. In each

repurchase transaction with LBI, Westernbank sold specific securities (the “Purchased

4
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Securities”) to LBI for cash with a simultaneous agreement by LBI to resell those same securities

to Westernbank on a date certain at a set price (the “Repurchase Date”).

12.  To the best of my recollection and after review of the relevant documents,
I state that in accordance with the terms of the Master Repurchase Agreement, in August 2001
and January 2002, LBI and Westernbank entered into two separate long term structured
repurchase transactions, each with a term of fifteen (15) years, from 2001 to 2016 (the

“Westernbank Repo Transactions™”). In January 2002, LBI and Westernbank, through

International Division, also entered into a third long term structured repurchase transaction, also

with a term of fifteen (15) years, from 2001 to 2016 (the “International Repo Transaction” and

with the Westernbank Repo Transactions”, the “Repo Transactions”). The Repo Transactions

were memorialized by letter agreements (“Confirmations™), copies of which are annexed hereto
as Exhibits, “D”, “E” and “F”.

Westernbank’s Retained the Incidents
of Investment in the Purchased Securities

13.  Pursuant to the terms of the Master Repurchase Agreement, LBI was
permitted to hypothecate the Purchased Securities until the Repurchase Date. However, it was
Westernbank, not LBI, which held the investment attributes in the Agency Securities that were
the subject of the Repo Transactions.

14. A primary purpose of Westernbank for its investment in the Agency
Securities was to receive the fixed coupon income that was paid by the issuer. In accordance
with the Master Repurchase Agreement, Westernbank, not LBI, continued to receive the coupon
income from the Agency Securities that were the subject of the Repo Transactions. Westernbank
rccorded the coupon incomg it reccived on account of the Purchased Seourities as income, of

which a portion was tax free in accordance with Puerto Rican law. Similarly, when the Agency

5
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Securities subject to the Repo Transactions were redeemed for any reason (for example, because
the security had reached maturity), Westernbank, not LBI, was entitled to the principal amount
due, which like coupon interest, when paid by LBI, was recorded in the applicable Westernbank
Account. In remitting the principal and interest to Westernbank, LBI acted as an agent on behalf
of Westernbank.

15. Westernbank also bore the market risk from its investment in the Agency
Securities, much like any other investor. Pursuant to the Master Repurchase Agreement and the
Confirmations, the value of the Purchased Securities was required to be at a set percentage in
excess of the amount due on the Repurchase Date (the “Haircut™). The Purchased Securities
were marked to market daily. If the market value decreased, then Westernbank was subject to a
“margin call” from LBI, and was required to deliver additional Agency Securities to LBI as part
of the Repo Transaction. If the market value increased, such that LBI was holding Purchased
Securities in excess of the Haircut, LBI was required to deliver Purchased Securities back to
Westernbank, but never less than the Haircut amount, which set a floor. As such, Westernbank
was always at risk from a drop in the market for the Agency Securities, while LBI was always
protected.

16.  The majority of the Purchased Securities were also “callable”, meaning
that they were subject to call by the issuer of the Agency Security. The call provision allowed
the issuer to repurchase or redeem the security either by a specified date or at the issuer’s
discretion. During the term of the transactions, the great majority of the Purchased Securities
were “called” and redeemed, generally because the coupon was in excess of prevailing market
rate. If Agency Securities were redeemed by the issuer prior to the maturity date, Westernbank

was deprived of the income and mark-to-market value of the called security, which could have
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been in excess of the face amount of the security. In cases where such Purchased Securities were
“called”, Westernbank either requested prior to their redemption said Purchase Securities and
received directly from the agency the principal payment and in some cases LBI collected the
principal on behalf of Westernbank and in turn they then sent to Westernbank the proceeds.
Westernbank was then required to provide new or additional securities to maintain the required
level of margin under the Repo Transaction documents.

17.  As aresult of the callable nature of the Purchased Securities and the mark-
to-market accounting requirements of the Master Repurchase Agreement, throughout the term of
the Repo Transactions, Westernbank and LBI conducted multiple transactions for the transfer of
Purchased Securities to LBI.

18. Moreover, pursuant to the Master Repurchase Agreement, at all times
during the term of the Repo Transactions, Westernbank had the absolute right to demand that
LBI return to Westernbank any Agency Security subject to the Westernbank Repo Transaction,
in which event Westernbank would be required to provide substitute securities to LBI. As such,
Westernbank never relinquished effective control over the Purchased Securities. Indeed, under
the terms of the Master Repurchase Agreement, LBI was required to deliver back to
Westernbank the same Agency Securities that Westernbank initially delivered to LBI. In
accordance with applicable accounting rules (FASB No. 125 and FASB 140), as a result of the
retention of effective control by Westernbank over its Agency Securities, Westernbank was
required to account for the Repo Transactions as collateral financing, and the notes to
Westernbank’s financial statements reflected unrealized gains and losses on the Agency
Securities subject to the Repo Transactions, reflecting that they remained part of Westernbank’s

investment portfolio.
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19.  Accordingly, although the Purchased Securities were transferred to LBI
during the term of the Structured Repo Transactions, Westernbank considered the Purchased
Securities as their own and treated them accordingly. Westernbank benefited from the income of
the Purchased Securities, much of which was tax exempt as well as the market risk of gains and
losses since the Purchased Securities were called at par. Therefore, whether Westernbank
purchased Agency Securities outright or through a long-term structured repurchase transaction,

Westernbank always considered that LBI was holding the Agency Securities on its behalf.

I declare under penalty of perjury that the foregoing is true and correct.

reddy Maldonado

Executed on the 26™ day of July 2012
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EXHIBIT A
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Novembrer 20, 1997

Dear Freddy Maldonado:

Here are tvo copics of Leliman Brothers Institational Client Agreements. The additional copy is for
vour liles, The sizned orivinal necds 1o be mailed back. However, a faxed copy will do in the
muantime. This is the onls Torm vou need 10 sizn (o open the account.  Alse, could you please faxa
copy of vour DVP instructions Tor our files. We will also need your latest tinancial report. | will be
sendine a welcome package 10 vou with the Lelman Brothers annual report enclosed shortly.

Thank vou in advance Froddy for vour time and patience i deating with our transition. We are very
exened uhm i the qualiy and auppun we will be getting from Lebiman Brathers, and the servive we
will he able 1o provide yveu,
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Please read carefully and sign.

Inconsigeration of Lehman Brothers Inc. {"Lebman Brothers™ or "We™) aceapting this
account and agreeing W act as broker or dealer for the Undersigned {"Client” or
“You"}itis agreed as follows:

REPHESENTATIONS

You represent and wamant as follows:

ANGEL 1. ROSAS Secretary or other dasignated
officer of _ WESTERNBANK PUERTO RICO organized
under the laws of COMMONWEALTH OF PUERTO RIGQicy cenity

that at @ meeting of the Board of Directors, Trustees, or ather Goveming Entity duly

held on_NOVEMBER 21 1997 | stwhicha quorum was present and acting
throughout, the following Resolutions were duly adopted and are stll in futl force
and effect.

That any of the following named individuals,

Name {prind Tils

FRANK C. STIPES PRESIDENT & CFOQ

Narrea {print] Tide

FREDDY MALDONADO

Name {print} Tite

YIRAM MESONERO AVP INVESTMENT DEPT.
Name {pring Tite

be, and each of them hereby is, authorized, for and on behalf of WESTERNBANK

PUERTO RICO to establish and maintain and direct
tramsactions in one or more accounts with Lehman Brothers or any of its affiliates for
the purpose of (a) buying and selling including selling short {b) agresing to buy and
sell, entering into agresments angd commitments [including repurchase ¢r reverse
repurchase transactions and non-exchange traded options thereon} {c) borowing
ang lending and {d} agreeing to borow and lend, and entering into agreements and
commitments to borrow and lend, the following products checked below, which
have been authorized in the adopted resolution refened to above:

O Equites 0 Opticrs: Listed Q) Opticns: Over the Counter

53 U.S. Gavemmen: Securities: Negotiable debt securities which are direct obfigations of the
Treasury Department of the United States Govemement or any Agency of instrumentality
thereol.

0 Municipal Securities: Debt securities which are ehfigations of er guaranteed by a stale or
any political subdnisicn, agency or municipal corporate instrumentality theread, or any
industrial development bond

) Whole Loars: Conventional morntgage loans secured by first mengages or deeds of tust
on single family residences.

8 Agency Pass-Through Securities: Mongage pass-through securities representing
participation interests in pools of resmdential mongage loans [al guaranteed as to tmely
paymem of principal and interest by the Government Natiore! Mongage Asseriation (bl
guaranteed as ta timely payment of principal and interest by the Federal Home Loan
Merigage Assoriation, or{c} quaranteed as o timely payment of pinopal and iterest by
the Federa! National Martgage Assedation.

{1 Private Pass-Theough Securities: Any dass, other than a Desivative Mcngage Security, of
mongage pass-through securities fepresenting a participaticn interest in pools of
residentiad morigage Joans, cther tian Agency Pass-Through Securities,

LEF B1{7 (5/94)
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&l Agency CMOs: Any diass, other than a Dervative Mortgage Securty, of debt obfigation
collateralized by Agency Pass-Through Securities.

Q3 Private CMOs: Any dlass, qther than 3 Derivative Mortgage Security, of deby chfigations
coltateralized by a pool of Whole Lears.

{1 Oerivative Mongage Securities: Any class of a collateralized mongage chiigaticn or

mengage pass-thrcugh securlty that either 1} is subordinated in payment to the othey
" classes of the same seres, (2} represents the right to receive the residual cash flow

genarated frem the assets underlying such security, {3 represents the fight to receive caly
the pringipal or intarest portion of the cash flow generamed from the assels underlying
such security, crid}is commonly refermed to as 3 marngage derivative product.

& Correnarcial Paper, Investment grade unsecured promissary notes sold teough dealers by
mrajor corporations With maturities of 770 days or less,

@ cenificaes of Deposit U.S. Doller denorminated negotiable debt cenificates of deposit
issued by U.S. depasitory institutions,

A Banters Acceptance: Negotiable bank guarantead business credit instruments typically
financing an impon order.

&} Ewodallar Ceruficates of Deposic U.S. Dollar denarminated negotable debt cenificates of
deposit issued by 3 London branch of & US. depository institution or fereign bank with a
Lendon beanch.

{4 Warmants; Foreign Exchange of index Wairants.

CHIEF FINANCIAL OFFICE% Swap Preducts: kiduding interest rate swaps, hybrid securities, asset swaps, inlesest rate

caps and ficers and mongage swaps.

L Corporate Debt Securities: Including industrial, utilites, finance and bank, Canadian,
Furcbonds and Preferred.

{0 Spedalized Debt Securities: induding sinking fund deby, private placement debt, and high
yield debt.

O Oiner

GENERAL TERMS

- 1. All transactions consummated and actions taken in any accounts maintained with

Lehman Brothers prior to the date as of which the representations refered o above
are effective, and are hereby ratified and confirmed in all respects,

2. Lehman Brothers may deal with any and all of ths individuals identified above as
though they were dealing with you directty.

3, All instructions given will be within your legal powers and there are no
restrictions on the nature or type of vansactions you may enter into except as
follows:

LIST ALL INVESTMENT LIMITATIONS S88L0W INCLUDING THOSE TO WHICH YOU
MAY BE SUBJECT PURSUANT TO STATUTE, RULE, REGULATION OR OTHER
GOVERNMENTAL OR FIRM POLICY
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oo WESTERN BANK OF PUERTO RICO (MTS#:6670010)

LEHMAN BROTHERS

Please read carefully and sign.

in consideration of Lehman Brothers Inc. {"Lehman Brothers® or "“We"}
accepting this account and agreeing to act as broker or dealer for the
Undersigned {"Client” or "You"} it is agreed as follows:

HEPRESENTATIONS

You represent and warrant as follows:

ANGEY, TUTIS ROSAS , Secretary or sther designated
officer of _WFSTERNRANK PUFRTO RICO _ arganized
under the laws of DITFRTO RTCH . do hereby certity
that a meeting of the Board of Directars, Trustees, or other Govemning Entity
duly held on JAN 28 | 19 20004 which a quorum was present and
acting throughout, the following Resolutions were duly adopted and are still in
full force and effect.

That any of the following named individuals,

Name {Print} Title

FRANK C, STIPES PRESIDENT & CEO
Narme {Print} Title

FREDDY MALDONADO CFO

Name {Print) Tide

HIRAM MESONERO AVP INVESTMENTS
Name {Print) Title

be, and each of them hereby is, authorized, for and on hehalf of
WESTFERNBANK _PUERTO RICO to establish
and maintain and direct transactions in one or more accounts with Lehman
Brothers or any of its affiiates far the purpose of {a) buying and sefling
including selling short (b} agreeing to buy and sell, entering Into agreements
and commitments {including repurchase or reverse repurchase transactions
and non-exchange traded options therean) {c} borrowing and lending and {d)
agreeing to borvow and fend, and enterg into agreements and commitments
to borrow and lend, the following products checked below, which have been
authorized in the adopted resclution referved to above:

{3 Equities {J Options: Listed {3 Options: Gver the Caunter
K] U.5. Goverment Securities: Negotiable debt securities which are direct
obfigations of the Treasury Department of the United States Government or
any Agency or instrumentality thereof.

&J Municipal Securities: Debt securities which are obligations of or
guaranteed by a state or any political subdivision, agency or municipal
comporate instrumentality thereof, or any industrial development bond.

XJ Whole Loans: Conventional mortgage loans secured by first mortgages
or deeds of trust an single family residences.

{3 Agency Pass-Through Securities: Mortgage pass-through  securities
representing participetion interests in pools of residential mortgage loans
{a) guaranteed as to timely payment of principal and interest by the
Government Nationa! Mortgage Association {b) guaranteed as to timely
payment of principal and interest by the Federal Home Loan Mortgags
Association, or (¢} guaranteed as to Smely payment of principal and interest
by the Federal National Mortgage Association.

"} Private Pass-Through Securities: Any class, cther than 8 Derivative
Mortgage Security, of mortgage pass-through securities representing a
participation interast in poals of residential mortgage loans, other than Agency
Pass-Through Securities, :

LBF 8117 {11/97){PRT. 11/97}

Institutional Client Agreement

ITS Cust. # ( MTS Cust, # 4,

mgm_# Account , i 'fi C iR,
A R A 5{1‘%&%

{XJAgency CMOs: Any class, other than a Derivative Miartgage Security, of debt
abligations collateralized by Agency Pass-Through Securities.

{TPrivate CMOs: Any class, other than a Derivative Maortgage Security, of debt
obiigations collateralized by a poal of Whole Loans.

{Derivative Mortgage Secwiities; Any class of a collateralized morigage
obligation or mortgage pass-through security that either {1} is subordinated fn
payment to the other classes of the same series, {2} represents the right to
receive the residual cash flow generated from the assets underiying such
security, {3} represents the right to receive only the principal or interest
partion of the cash flow generated from the assets underlying such security,
or (4} is commonly referred to as 2 mortgage derivative product.

{FJCommercial Paper [nvestment grade unsecured promissory notes seld
through dealers by miajor corporations with maturities of 270 days or less,

{XCertificates of Deposit: U.S. Dollar denominated neqotiable debt certificates
of deposit issued by U.S. depositary institutions.

@Bankers Acceptance: Negotiable bank guaranteed business credit
nstruments typically financing an import order.

{"JEurodollar Certificates of Deposit: U.S, Doflar denominated negotiable debt
certificates of deposit issued by a London branch of a U.S. depository
institution or foreign bank with a London branch.

[JWarrants: Foreign Exchange or Index Warrants.

[JSwap Products: Including interest rate swaps, hybrid securities, assst
swaps, interest rate caps and floors and mortgage swaps.

ZJComorate Debt Securities: Including industrial, utilifies, flance and bank,
"~ Ganadian, Eurcbonds and Preferred.

{TJSpecialized Debt Securities: including sinking fund debt, private placement
debt, and high yield debt.

[CJother:

GENERAL TERMS

1. All ransactions consummated and actions taken in any accounts maintained
with Lehman Brathers prior to the dats as of which the representations referred
to abova are effective, and are hereby ratified and confirmed in all respects.

Z. Lehman Brothers may dea! with any all of the individuals identified above as
though they were dealing with you directly.

3. All instructions given will be within your legal powers and there are no
restrictions on the nature or type of transactions you may enter into except as
follows:

LST ALL INVESTMENT LIMITATIONS BELOW INGLUDING THGSE 10 WHRICH
YOU MAY BE SUBJECT PURSUANT TO STATUTE, RULE, REGULATION OR OTHER
GUVERNMENTAL OR FIRN POLICY

g
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4, Lehman Brothers may rely upon the Secretary's or other designated officer’s
certification given in accordance with this Agreement, as effective undil it shall
have received written notice of any change. No such written notice shall
affect, in any manner, Lehman Brothers' rights under this Agreement with
respect to any such gbligation arising prior to actual receipt of such written
notice.

5. In the event of any change in the identity or powers of persons autharized to
act on your bebalf, the Secretary or other designated officer shall notify
Lehman Brothers in writing which notification, when received, shall be
adequate both to terminate the authorization of the persons previously
authorized, and to authorize the persons thereby substituted.

6. You agree to promptly notify Lehman Brothers if you or any other persons or
entities having a beneficial interest in the account are or hecoms restricted, as
such term is defined in the NASD's “Free Riding and Withholding
Interpretation”, from purchasing securities in certain public offerings.

7. All transactions are for your account and at your risk, and are subject to the
laws and regulations as well as the custom and usage of the marketplace
where effected.

8. You agree that Lehman Brothers, i its discretion, can decline to accept
orders for your account.

9. This Agreement will be governed by the laws of the State of New York, All
transactions for your accaunt are subject to the Standard Confirmation Terms
set forth on the reverse side of each Trade Confimation, and all applicable
federal, state, governmental agency, self-requlatory agency, exchange, market
and clearing houss laws, rules and regulations.

10. Lehman Brathers and you shall atterpt in good faith to resolve any dispute
arising out of, relating to, or in connection with your transactions with Lehman
Brothers, promptly by negotistions between executives who have the
authority to settle the controversy. If the dispute cannot be settled through
negotiation, then prior to the commencement of any fitigation or other dispute
resolution proceeding, the parties agree to attempt to setile the dispute
through medtation before a recognized mediation service. Any litigation must
he commenced in the United States District Court for the Southern District of
New York or the Supreme Court of the State of New York for the County of
New York. Any right to a tial by jury with respect to any cleim or action is
hereby waived by all parties to this agreement.

OPTIONS
11. You agree not to enter into any purchase or sale of equity, debt, foreign
currency of nwex put and call opfions without having rsad and Rully

understood the terms, conditions and risks, as set forth in the Characteristics
and Risks of Standardized Options booklet, and applicable supplements which
Lehman Brothers agrees to fumish to you prior to such transactions. You
understand that your short option positions are assigned on a random
selection method pursuant to an automated system. Afl short option positions
can be assigned at any time including the day written.

12. if you purchase any listed option, you will notify Lehman Brothers of your
intention & exercise such option no later than two hours before the expiration
time of the option, In the case of an aver-the-counter aption you shall notify
Lehman Brothers one hour before the expiration. Failure to give such notice
will constitute an abandonment of the option, in which event it may be
exercised for your account if # would be profitable to do so. Except as
required by the Options Clearing Corporation Rules, Lehman Brothers has no
obligation to exercise any option absent specific instructions from you to that
effect. W it would not be profitable for your account due to commission
expenses, it may be permitted to expire or, af Lehman Brothers’ discretion,
sald or acquired by Lehman Brothers for some equitable payment to you based
on Lehman Brothers' expenses and risk, without any liability or responsibility
on our part to you,

MARGIN AGREEMENT
13. From fime to fime we may, at our discretion, make loans to you for the
purpose of purchasing, cenying or trading in securities {*Margin Loans™).
Pursuant to Regulation T, Margin Loans will be made in a Marmin Account.
The minimum and maximum amount of any particular loan may be established
by Lehman Brothers in its sole discretion regardiess of the amaunt of collateral
delivered to us, and we may change such minimum and maximum amounts
from time to time.
14. You agree to pay ON BEMAND any balancs owing with respect to any of
your accounts, including interest and commissions and any costs of collection
{including attomeys' fees, if incurved by Lehran Brothers). You understand
that Lehman Brothers may demand full payment of the balance due in your
accounts plus any interest charges at our sole option, at any time for our
protection. You understand that all margin loans made are not made for any
erm or duration

LBF 8117 (11797} {PT8. 11/97) 2

specific term or duration but are due and payable at our discretion upen 2
demand for payment made by Lehman Brothers. You agree that all payments
received for any of your accounts held at Lehman Brothers, including interest,
dividends, premiums, principal or other payments may be applied by Lehman
Brothers to any balances due in any such accounts.

15. You understand that the securities or other instruments {"securities) in
your Margin Account may be carried as general loans and may be pledged,
hypothecated or otherwise used by us in a financing tansaction {collectively
"aledge(d)”} separately or in common with other properties. You agree that
you may not be entitfed to vote the securities in your Margin Account during
any period in which they have besn pledged by us. In addition, while you will
receive an amount equal to any dividends or other distributions in respect of
such securities, you understand that the actual dividend or ather distributions
will be made to the entity to whom the securities have been pledged. Such
pledge or hypothecation by Lehman Brothers may secure our indebtedness in
an amount equal to or greater than the amount owed to Lehman Brothers by
you. You agree to deposit additional collateral, as Lehman Brothers may in
its discretion require kom time to time, in the form of cash or securities in
accordance with the rules and regulations of the Federal Reserve Board, the
New York Stock Exchange, Inc. ("NYSE"), the American Stock Exchange, Inc.
("AMEX"), other national securities exchanges, associations or requlatory
agencies to whose jurisdiction Lehman Brothers is subject as well as Lehman
Brothers' own minimum house margin maintenance requirements. if you no
longer maintain a debit balance or an indebtedness to Lehman Brothers, we
will fully segregate all securities in your accounts in our safekeeping or
control {directly or through a clearing house or depository} and/or deliver
them 10 you upon your request.

16. You agree to pay interest, to the extent not prohibited by the laws of the
State of New York, upon all amounts advanced and other balances due in
your accounts in accordance with Lehman Brothers' usual custom, which
may include the compounding of interest. Our custom, which may thange
from time to tme, is set forth in our disclosure statement, which by
this reference is herein specifically incorporated. By entering into any
transactions with Lehman Brothers after you recelve our disclosure
statement, you acknowledge that you have read and agree to its terms for all
past and future transactions in your account. You understand that interest on
all debit balances shall be payable ON DEMAND and that in the absence of
any demand interest shall be due on the first business day of each interest
perind, Your daily net debit balance will include accnied intarest you have
not paid from prior interest periods, if any. Thus, to the extent permitted by
applicable law Lehman Brothers may charge you compound interest.
Payments of interest and principal and alf other payments made by you under
this Agreement shall be made t man Brothers' main office in New York,
New York. We mayy in isGretion, not deem any check or other
remittance to con until it has been paid by the drawee and
the funds repre yraent have become available to us.

Signatur A Zed Individual(s}:
Si Z Title Date

€O /29
St/ Tille Date ¢
lfAp IS ko s hefos
idature v Title Date / 7
;, grop | AP Eny” | /72500

Signature v Tite Date

IF THIS IS A MARGIN LOAN ACCOUNT, BY SIGNING THIS AGREEMENT YOU
ACKNOWLEDGE THAT YOUR SECURITIES MAY BE LCANED TO LEHMAN
BROTHERS OR LOANED QUT TO OTHERS.

Signature Tide Date
Signature Title Date
Attested:

Signature of Cosporata Secretary or Other Certifying Official
© Lehman Brothers inc. Al Rights Reserved. Member SIPC




08-01420-jmp Doc 5178 Filed 07/20/12 Entered 07/20/12 23:52:37 Main Document
Pg 16 of 51

EXHIBIT C



08-01420-jmp Doc 5178 Filed 07/20/12 Entered 07/20/12 23:52:37 Main Document

Pg 17 of 51

U:é] ==(7=| THE BOND MARKET

TRADE ASSOCIATION MASTER
- REPURCHASE AGREEMENT

SEPTEMBER 1996 VERSION

e
Dated as off_@}i’_{_"yﬂlﬁ_, 15}“!8

Between: Lehman Brothers Inco

and
Wefy‘l’erv\%ﬂml{ Putehr Rice

1. Applicability
From fime to time the parties hereto may enter into transactions in which one party ("Selier”) agrees to
transfer to the other {“Buyer”) securities or other assets (“Securities”) against the transfer of funds by
Buyer, with a simultaneous agreement by Buyer to transfer to Seller such Securities at a date certain or
on demand, against the transfer of funds by Seller. Each such transaction shall be referred to herein as
a “Transaction” and, unless otherwise agreed in writing, shall be governed by this Agreement, includ-
ing any supplemental terms or conditions contained in Annex I hereto and in any other annexes identi-
fied herein or therein as applicable hereunder,

2. Definitions

(a) “Act of Insolvency”, with respect to any party, (i) the commericement by such party as debtor of
any case or proceeding under any bankruptcy, insoivency, reorganization, liquidation, moratori-
um, dissolution, delinquency or similar law, or such party seeking the appointment or election of a
receiver, conservator, trustee, custodian or similar official for such party or any substantial part of
its propesty, or the convening of any meeting of creditors for purposes of commencing any such
case or proceeding or seeking such an appointment or election, (i) the commencement of any such
case or proceeding against such party, or another seeking such an appointment or election, or the
filing against a party of an application for a protective decree under the provisions of the Securities
Investor Protection Act of 1970, which (A) is consented to or not timely ¢ontested by such party,
(B) resuits in the entry of an order for relief, such an appointment or election, the issuance of such
a protective decree or the entry of an order having a similar effect, or (C) is not dismissed within
15 days, (ii) the making by such party of a general assignment for the benefit of creditors, or (1v)
the admission in writing by such party of such party’s inability to pay such party’s debts as they
become due;
" Additional Purchased Securities”, Securities provided by Seller to Buyer pursuant to Paragraph
Ha) hereof;
“Buyer's Margin Amount”, with respect to any Transaction as of any date, the amount obtained by
application of the Buyer’s Margin Percentage to the Repurchase Price for such Transaction as of
such date;

{2
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(d) “Buver's Margin Percentage”, with respect to any Transaction as of any date, a percentage (which
may be equal to the Seller’s Margin Percentage) agreed to by Buyer and Seller or, in the absence of
b any such agreement, the percentage obtained by dividing the Market Value of the Purchased
Securities on the Purchase Date by the Purchase Price on the Purchase Date for such Transaction;
te) "Confirmation”, the meaning specified in Paragraph 3(b) hereof;

f) "Income”, with respect to any Security at any time, any principal thereof and all interest, divi-
dends or other distributions thereon;

(g) “Margin Deficit”, the meaning specified in Paragraph 4(a) hereof;

] (h) “Margin Excess”, the meaning specified in Paragraph 4(b) hereof;

(i) "Margin Notice Deadline”, the time agreed to by the parties in the relevant Confirmation, Annex I
hereto or otherwise as the deadline for giving notice requiring same-day satisfaction of margin
maintenance obligations as provided in Paragraph 4 hereof (or, in the absence of any such agree-
men, the deadline for such purposes established in accordance with market practice);

fj) “Market Value”, with respect to any Securities as of any date, the price for such Securities on such
date obtained from a generally recognized source agreed to by the parties or the most recent clos-

[ ing bid quotation from such a source, plus accrued Income to the extent not included therein (other

than any Income credited or transferved to, or applied to the obligations of, Seller pursuant to

Paragraph 5 hereof) as of such date (unless contrary to market practice for such Securities);

“Price Differential”, with respect to any Transaction as of any date, the aggregate amount obtained

by daily application of the Pricing Rate for such Transaction to the Purchase Price for such

Transaction on a 360-day-per-year basis for the actual number of days during the period commenc-

ing on (and including) the Purchase Date for such Transaction and ending on (but excluding) the

b ' date of determination (reduced by any amount of such Price Differential previously paid by Seller
to Buver with respect to such Transaction); :

(I} "Pricing Rate”, the per annum percentage rate for determination of the Price Differential;

{(m) “Prime Rate”, the prime rate of U.5. commercial banks as published in The Wall Street Journal (or, if
more than one such rate is published, the average of such rates);

in) "Purchase Date”, the date on which Purchased Securities are to be transferred by Seller to Buyer;

] (0} “Purchase Price”, () on the Purchase Date, the price at which Purchased Securities are transferred
by Seller to Buyer, and (ii) thereafter, except where Buyer and Seller agree otherwise, such price
increased by the amount of any cash transferred by Buyer to Seller pursuant to Paragraph 4(b)
hereof and decreased by the amount of any cash transferred by Seller to Buyer pursuant to
Paragraph 4(a) hereof or applied to reduce Seller's obligations under clause (ii) of Paragraph 5
hereof:
“Purchased Securities”, the Securities transferred by Seller to Buyer in a Transaction hereunder,
[ ] and any Securities substituted therefor in accordance with Paragraph 9 hereof, The term
“Purchased Securities” with respect to any Transaction at any time also shall include Additional
Purchased Securities delivered pursuant to Paragraph 4(a) hereof and shall exclude Securities
returned pursuant to Paragraph 4(b) hereof;

(q) “Repurchase Date”, the date on which Seller is to repurchase the Purchased Securities from Buyer,
including any date determined by application of the provisjons of Paragraph 3(c) or 11 hereof;

(r) "Repurchase Price”, the price at which Purchased Securities are to be transferred from Buyer to

» Seller upon termination of & Transaction, which will be determined in each case (including
Transactions terminable upon demand) as the sum of the Purchase Price and the Price Differential
as of the date of such determination;
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{s) “Seller's Margin Amount”, with respect to any Transaction as of any date, the amount obtained by
application of the Seller's Margin Percentage to the Repurchase Price for such Transaction as of
such date;

{t) "Seller’s Margin Percentage”, with respect to any Transaction as of any date, a percentage (which
may be equal to the Buyer's Margin Percentage) agreed to by Buyer and Seller or, in the absence of
any such agreement, the percentage obtained by dividing the Market Value of the Purchased
Securities on the Purchase Date by the Purchase Price on the Purchase Date for such Transaction,

3, Initiation; Confirmation; Termination

{z) An agreement to enter into a Transaction may be made orally or in writing at the initiation of
either Buyer or Seller. On the Purchase Date for the Transaction, the Purchased Securities shall be
transferved to Buyer or its agent against the transfer of the Purchase Price to an account of Seller,

Upon agreeing to enter into a Transaction hereunder, Buyer or Seller (or both), as shall be agreed,

shall promptly deliver to the other party a written confirmation of each Transaction (a

“Confirmation”). The Conflrmation shall describe the Purchased Securities (including CUSIP num-

ber, if any), identify Buyer and Seller and set forth (i) the Purchase Date, (il) the Purchase Price, (i)

the Repurchase Date, unless the Transaction is to be terminable on demand, (iv) the Pricing Rate or

Repurchase Price applicable to the Transaction, and (v) any additional terms or conditions of the

Transaction not inconsistent with this Agreement. The Confirmation, together with this

Agreement, shall constitute conclusive evidence of the terms agreed between Buyer and Seller with

respect to the Transaction to which the Confirmation relates, unless with respect to the

Confirmation specific objection is made promptly after receipt thereof. In the event of any conflict

between the terms of such Confirmation and this Agreement, this Agreement shall prevail,

{¢) In the case of Transactions terminable upon demand, such demand shall be made by Buyer or
Seller, no later than such time as is customary in accordance with market practice, by telephone or
otherwise on or prior to the business day on which such termination will be effective. On the date
specified in such demand, or on the date fixed for termination in the case of Transactions having a
fixed term, termination of the Transaction will be effected by transfer to Seller or its agent of the -
Purchased Securities and any Income in respect thereof received by Buyer (and not previously
credited or transferred to, or applied to the obligations of, Seller pursuant to Paragraph $ hereof)
against the transfer of the Repurchase Price to an account of Buyer.

G

4, Margin Maintenance

(@) [f at any time the aggregate Market Value of all Purchased Securities subject to all Transactions in
which a particular party hereto is acting as Buyer is less than the aggregate Buyer's Margin
Amount for all such Transactions (a “Margin Deficit”), then Buyer may by notice to Seller require
Seller in such Transactions, at Seller's option, to transfer to Buyer cash or additional Securities rea-
sonably acceptable io Buyer (" Additional Purchased Securities”), so that the cash and aggregate
Market Value of the Purchased Securities, including any such Additional Purchased Securifies, will
thereupon equal or exceed such aggregate Buyer’s Margin Amount (decreased by the amount of
any Margin Deficit as of such date arising from any Transactions in which such Buyer is acting as.
Seller).
If at any time the aggregate Market Value of all Purchased Securities subject to all Transactions in
which a particular party hereto is acting as Seller exceeds the aggregate Seller’s Margin Amount
for all such Transactions at such time (a “Margin Excess”), then Seller may by notice to Buyer
require Buyer in such Transactions, at Buyer's option, to transfer cash or Purchased Securities to
Seller, so that the aggregate Market Value of the Purchased Securities, after deduction of any such

{o
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cash or any Purchased Securities so transferred, will thereupon not exceed such aggregate Seller's
[ Margin Amount (increased by the amount of any Margin Excess as of such date arising from any
Transactions in which such Seller is acting as Buyer).

{¢) If any notice is given by Buyer or Seller under subparagraph (a) or (b} of this Paragraph at or
before the Margin Notice Deadline on any business day, the party receiving such notice shall trans-
fer cash or Additional Purchased Securities as provided in such subparagraph no later than the
close of business in the relevant market on such day. If any such notice is given after the Margin
Notice Deadline, the party receiving such notice shall transfer such cash or Securities no later than

] the close of business in the relevant market on the next business day following such notice,

(d) Any cash transferred pursuant to this Paragraph shall be attributed to such Transactions as shall be
agreed upon by Buyer and Seller,

(e) Seller and Buyer may agree, with respect to any or all Transactions hereunder, that the respective
rights of Buyer or Seller (or both) under subparagraphs (a) and (b) of this Paragraph may be exer-
cised only where a Margin Deficit or a Margin Excess, as the case may be, exceeds a specified dollar
amount or a specified percentage of the Repurchase Prices for such Transactions (which amount or

[ ] percentage shall be agreed to by Buyer and Seller prior to entering into any such Transactions),

() Seller and Buyer may agree, with respect to any or all Transactions hereunder, that the respective
rights of Buyer and Seller under subparagraphs (a) and (b) of this Paragraph to require the elimi-
nation of a Margin Deficit or a Margin Excess, as the case may be, may be exercised whenever such
a Margin Deficit or 8 Margin Excess exists with respect to any single Transaction hereunder (calcu-
lated without regard to any other Transaction outstanding under this Agreement).

] 5. Income Payments :
Seller shall be entitled to receive an amount equal to all Income paid or distributed on or in respect of
the Securities that is not otherwise received by Seller, to the full extent it would be so entitled if the
Securities had nat been sold to Buyer. Buyer shall, as the parties may agree with respect to any
Transaction (or, in the absence of any such agreement, as Buyer shall reasonably determine in its dis-
cretion), on the date such Income is paid or distributed either (i) transfer to or credit to the account of
Seller such Income with respect to any Purchased Securities subject to such Transaction or (if) with

[ ] respect to Income paid in cash, apply the Income payment or payments to reduce the amount, if any,
to be transferred to Buyer by Seller upon termination of such Transaction, Buyer shall not be obligated
to take any action pursuant to the preceding sentence (A) to the extent that such action would result in
the creation of a Margin Deficit, unless prior thereto or simuitaneously therewith Seller transfers to
Buyer cash or Additional Purchased Securities sufficient to eliminate such Margin Deficit, or (B) if an
Event of Default with respect to Seller has occurred and is then continuing at the time such Income is
paid or distributed,

» 6. Security Interest
Although the parties intend that all Transactions hereunder be sales and purchases and not loans, in
the event any such Transactions are deemed to be loans, Seller shall be deemed to have pledged to
Buyer as security for the performance by Seller of its obligations undsr each such Transaction, and
shall be deemed to have granted to Buyer a security interest in, all of the Purchased Securities with
respect to all Transactions hereunder and all Income thereon and other proceeds thereof.

» 7. Payment and Transfer .
Uniess otherwise mutually agreed, all transfers of funds hereunder shall be in immediately available
funds, All Securities transferred by one party hereto to the other party (i) shall be in suitable form for
transfer or shall be accompanied by duly executed instruments of transter or assignment in blank and
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such other documentation as the party receiving possession may reasonably request, (if) shall be trans-
[ ) ferred or the book-entry system of a Federal Reserve Bank, or (iii) shall be transferred by any other
method mutually acceptable to Seller and Buyer.

8. Segregation of Purchased Securities
To the extent required by applicable law, all Purchased Securities in the possession of Seller shall be
segregated from other securities in its possession and shall be identified as subject to this Agreement.
Segregation may be accomplished by appropriate identification on the books and records of the holder,
including a financial or securities intermediary or a clearing corporation. All of Seller’s interest in the
» Purchased Securities shall pass to Buyer on the Purchase Date and, unless otherwise agreed by Buyer
and Seller, nothing in this Agreement shall preclude Buyer from engaging in repurchase transactions
with the Purchased Securities or otherwise selling, transferring, pledging or hypothecating the Pur-
chased Securities, but no such transaction shall relieve Buyer of its obligations to transfer Purchased
Securities to Seller pursuant to Paragraph 3, 4 or 11 hereof, or of Buyer's obligation to credit or pay
Income to, or apply Income to the cbligations of, Seller pursuant to Paragraph 5 hereof,

B Required Disclosure for Transactions in Which the Seller Retains
Custody of the Purchased Securitles
Seller is not permitted to substitute other securities for those subject to this Agreement
and therefore must keep Buyer’s securities segregated at all times, unless in this
Agreement Buyer grants Seller the right to substitute other securities. If Buyer grants
the right to substitute, this means that Buyer’s securities will likely be commingied with
(] Seller's own securities during the trading day. Buyer is advised that, during any trading
day that Buyer's securities are commingled with Sellex’s secusities, they [will]* [may}**
be subject to liens granted by Selier to [its clearing bank]* {third parties|** and may be
used by Seller for deliveries on other securities transactions, Whenever the securities are
commingled, Seller’s ability to resegregate substitute securities for Buyer will be subject
to Seller's ability to satisfy [the clearing]* [any]** lien or to obtain substitute securities,

] *Language to be used under 17 C.F.R. §403.4(e) if Seller is a govemnment securities broker or dealer
other than a financial institution.
**Language to be used under 17 C.F.R. §403.5(d) if Seller is a financial institution.

9. Substitution
(a) Seller may, subject to agreement with and acceptance by Buyer, substitute other Securities for any
Purchased Securities. Such substitution shall be made by transfer to Buyer of such other Securities

[} and transfer to Seller of such Purchased Securities. After substitution, the substifuted Securities
shall be deemed to be Purchased Securities,
In Transactions in which Seller retains custody of Purchased Securities, the parties expressly agree
that Buver shall be desmed, for purposes of subparagraph (a) of this Paragraph, 1o have agreed to
and accepted in this Agreement substitution by Seller of other Securities for Purchased Securities;
provided, oweuer, that such other Securities shall have a Market Value at least equal to the Market
Value of the Purchased Securities for which they are substituted.

®

~

» 10. Representations
Each of Buver and Seller represents and warrants to the other that (i) it is duly authorized to execute
and deliver this Agreement, to enter into Transactions contemplated hereunder and to perform its
obligations hereunder and has taken all necessary action to authorize such execution, delivery and per-
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formance, (if) it will engage in such Transactions as principal (o7, if agreed in writing, in the form of an
annex hereto or otherwise, in advance of any Transaction by the other party hereto, as agent for a dis-
closed principal), (iii) the person signing this Agreement on its behalf is duly authorized to do so on its
behalf (or on behalf of any such disclosed principal), (iv) it has obtained all authorizations of any gov-
ernmental body required in connection with this Agreement and the Transactions hereunder and such
authorizations are in full force and effect and (v) the execution, delivery and performance of this
Agreement and the Transactions hersunder will not violate any law, ardinance, charter, by-law or rule
applicable to it or any agreement by which it is bound or by which any of its assets are affected. On the
Purchase Date for any Transaction Buyer and Seller shall each be deemed to repeat all the foregoing
representations made by it.

11. Events of Default

In the event that (i) Seller fails to transfer or Buyer fails to puschase Purchased Securities upon the

applicable Purchase Date, (if) Seller fails to repurchase or Buyer fails to transfer Purchased Securities

upon the applicable Repurchase Date, (iii) Seller or Buyer fails to comply with Paragraph ¢ hereof, (iv)

Buyer fails, after one business dav's notice, to comply with Paragraph 5 hereof, (v} an Act of

Insolvency occurs with respect to Seller or Buyer, (vi) any representation made by Seller or Buyer shall

have been incorrect or untrue in any material respect when made or repeated or deemed to have been

made or repeated, or (vii) Seller or Buyer shall admit to the other its inability to, or its intention not to,
perform any of its obligations hereunder (each an “Event of Default"):

(a) The nondefaulting party may, at its option (which option shall be deemed to have been exercised
immediately upon the occurrence of an Act of Insolvency), declare an Event of Default to have
occurred hereunder and, upon the exercise or deemed exercise of such option, the Repurchase
Date for each Transaction hereunder shall, if it has not already occurred, be deemed immediately
to occur (except that, in the event that the Purchase Date for any Transaction has not yet occurred
as of the date of such exercise or deemed exercise, such Transaction shall be deemed immediately
canceled). The nondefaulting party shall (except upon the occurrence of an Act of Insolvency) give
notice to the defauiting party of the exercise of such option as promptly as practicable,

[ all Transactions in which the defaulting party is acting as Seller. if the nondefaulting party exer-
cises or is deemed to have exercised the option referred to in subparagraph (a) of this Paragraph,
(i) the defaulting party’s obligations in such Transactions to repurchase all Purchased Securities, at
the Repurchase Price therefor on the Repurchase Date determined in actordance with subpara-
graph (a) of this Paragraph, shall thereupon become immediately due and payable, (1) all Income
paid after such exercise or deemed exercise shall be retained by the nondefaulting pasty and
applied to the aggregate unpaid Repurchase Prices and any other amounts owing by the default-
ing party hereunder, and (ili) the defaulting party shall immediately deliver to the nondefauiting
party any Purchased Securities subject to such Transactions then in the defaulting party’s posses-
sion or control.

In all Transactions in which the defaulting party is acting as Buyer, upon tender by the nondefault-
ing party of payment of the aggregate Repurchase Prices for all such Transactions, all right, title
and interest in and entitlement to all Purchased Securities subject to such Transactions shall be -
deemed transferred to the nondefaulting party, and the defaulting party shall deliver all such
Purchased Securities to the nondefauiting party.

[

~

2

Sepremper [¥96 ¢ Master Hepurchase Acreement -3

LBI_Repe_Western_00000074




08-01420-jmp Doc 5178 Filed 07/20/12 Entered 07/20/12 23:52:37 Main Document

V Pg 23 of 51
'Y .
[
{d) I the nondefaulting party exercises or is deemed to have exercised the option referred to in sub-
» paragraph (a) of this Paragraph, the nondefaulting party, without prior notice to the defaulting

party, may:

(i) as to Transactions in which the defaulting party is acting as Seller, (A) immediately sell, in a
recognized market (or otherwise in a commercially reasonable manner) at such price or prices
as the nondefaulting party may reasonably deem satisfactory, any or all Purchased Securities -
subject to such Transactions and apply the proceeds thereof to the aggregate unpaid Repur-
chase Prices and any other amounts owing by the defaulting party hereunder or (B) in its sole

[ ] discretion elect, in lieu of selling all or a portion of such Purchased Securities, to give the

defaulting party credit for such Purchased Securities in an amount equal to the price therefor

on such date, obtained from a generally recognized source or the most recent closing bid quo-
tation from such a source, against the aggregate unpaid Repurchase Prices and any other
amounts owing by the defaulting party hereunder; and

as to Transactions in which the defaulting party is acting as Buyer, (A) imumnediately purchase,

in a recognized market (or otherwise in a commercially reasonable manner) at such price or

P prices as the nondefauiting party may reasonably deem satisfactory, securities {“Replacement

Securities”) of the same class and amount as any Purchased Securities that are not delivered by
fhe defaulting party to the nondefaulting party as required hereunder or (B} in its sole discre-
tion elect, in liew of purchasing Replacement Securities, to be deemed to have purchased
Replacement Securities at the price therefor on such date, obtained from a generally recog-
nized source or the most recent closing offer quotation from such a source.

Unless otherwise provided in Annex [, the parties acknowledge and agree that (1) the Securities

] subject to any Transaction hereunder are instruments traded in a recognized market, (2) in the
absence of a generally recognized sousce for prices or bid or offer quotations for any Security, the
nondefaulting party may establish the source therefor in its sole discretion and (3) all prices, bids
and offers shall be determined together with accrued Income (except to the extent contrary to mat-
ket practice with respect to the relevant Securities).

fe) As to Transactions in which the defaulting party is acting as Buyer, the defaulting party shall be

liable to the nondefaulting party for any excess of the price paid (or deemed paid) by the nonde-

[ faulting party for Replacement Securitles over the Repurchase Price for the Purchesed Securities
replaced thereby and for any amounts payable by the defaulting party under Paragraph 5 hereof
or otherwise hereunder,

(f) For purposes of this Paragraph 11, the Repurchase Price for each Transaction hereunder in respect
of which the defaulting party is acting as Buyer shall not increase above the amount of such
Repurchase Price for such Transaction determined as of the date of the exercise or deemed exercise
by the nondefaulting party of the option referred to in subparagraph (a) of this Paragraph.

The defaulting party shall be liable to the nondefaulting party for (i) the amount of all reasonable

legal or other experses incurred by the nondefaulting party in connection withorasa result of an

Event of Detault, (1ij damages in an amount equal to the cost (including all fees, expenses and

commissions) of entering into replacement transactions and entering into or terminating hedge

transactions in connection with or as a result of an Event of Default, and (ili) any other loss, dam-
age, cost or expense directly arising or resulting from the occurrence of an Event of Default in
respect of a Transaction,

To the extent permitted by applicable law, the defaulting party shall be liable to the nondefaulting

party for interest on any amounts owing by the defaulting party hereunder, from the date the

defaulting partv becomes liable for such amounts hereunder until such amounts are (i) paid in full

(i3
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by the defaulting party or (ii) satisfied in full by the exercise of the nondefaulting party's rights
P hereunder, Interest on any sum payable by the defaulting party to the nondefaulting party under
this Paragraph 11(h) shall be at a rate equal to the greater of the Pricing Rate for the relevant
Transaction or the Prime Rate.
(1) The nondefaulting party shall have, in addition to its rights hereunder, any rights otherwise avai-
able to it under any other agreement or applicable law,

12. Single Agreement

B Buyer and Seller acknowledge that, and have entered hereinto and will enter into each Transaction
hereunder in consideration of and in reliance upon the fact that, all Transactions hereunder constitute a
single business and contractual reladonship and have been made in consideration of each other.
Accordingly, each of Buyer and Seller agrees (1) to perform all of its cbligations in respect of each
Transaction hereunder, and that a default in the performance of any such obligations shall constitute a
default by it in respect of all Transactions hereunder, (ii} that each of them shall be entitled to set off
claims and apply property held by them in respect of any Transaction against obligations owing to

[ ] them in respect of any other Transactions hereunder and (iif) that payments, deliveries and other trans-
fers made by either of them in respect of any Transaction shall be deemed to have been made in con-
sideration of payments, deliveries and other transfers in respect of any other Transactions hereunder,
and the obligations to make any such payments, deliveries and other transfers may be applied against
each other and netted.

13. Notices and QOther Communications
® Any and all notices, statements, demands or other communications hereunder may be given by a party
to the other by mail, facsimile, telegraph, messenger or otherwise to the address specified in Annex II
hereto, or so sent to such party at any other place specified in a notice of change of address hereafter
received by the other. All notices, demands and requests hereunder may be made orally, to be con-
firmed promptly in writing, or by other communication as specified in the preceding sentence.

14, Entire Agreement; Severability
This Agreement shall supersede any existing agreements between the parties containing general terms .
[ ] and conditions for repurchase transactions. Each provision and agreement herein shall be treated as
separate and independent from any other provision or agreement herein and shall be enforceable
notwithstanding the unenforceability of any such other provision or agreement.

15. Non-assignability; Termination
(a) The rights and obligations of the parties under this Agreement and under any Transaction shall
not be assigned by either party without the prior written consent of the other party, and any such

[ ] assignment without the prior written consent of the other party shall be null and void. Subject to
the foregoing, this Agreement and any Transactions shall be binding upon and shall inure to the
benefit of the parties and their respective successors and assigns. This Agreement may be terminat-
ed by either party upon giving written notice to the other, except that this Agreement shall,
notwithstanding such notice, remain applicable to any Transactions then outstanding.

b

~

Subparagraph (a) of this Paragraph 15 shall not preclude a party from assigning, charging or other-
wise dealing with ail or any part of its interest in any sum payable to it under Paragraph 11 hereof.

16. Governing Law
This Agreement shall be governed by the laws of the State of New York without giving effect to the
contlict of law principles thereof,
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17. No Walvers, Etc.
No express or implied waiver of any Event of Default by either party shall constitute a waiver of any
other Event of Default and no exercise of any remedy hereunder by any party shall constitute a waiver
of its right to exercise any other remedy hereunder, No modification or waiver of any provision of this
Agreement and no consent by any party to & departure herefrom shall be effective unless and unti
such shall be in writing and duly executed by both of the parties hereto, Without limitation on any of
the foregoing, the failure to give a notice pursuant to Paragraph 4(a) or 4(b) hereof will not constitute a
waiver of any right to do 5o at a later date.

18. Use of Employee Plan Assets
(a) If assets of an employee benefit plan subject to any provision of the Employee Retirement Income

Security Act of 1974 ("ERISA") are intended to be used by either party hereto (the “Plan Party”) in

a Transaction, the Plan Party shall so notify the other party prior to the Transaction. The Plan Party

shall represent in writing to the other party that the Transaction does not constitute a prohibited

transaction under ERISA or is otherwise exempt therefrom, and the other party may proceed in
reliance thereon but shall not be required $o to proceed.

Subject to the last sentence of subparagraph (a) of this Paragraph, any such Transaction shall pro-

ceed only if Seller furnishes or has furnished to Buyer its most recent available audited statement

of its financial condition and its most recent subsequent unaudited statement of its financial condi-
tion.

() By entering into a Transaction pursuant to this Paragraph, Seller shall be deemed (i) to represent to
Buyer that since the date of Seller's latest such financial statements, there has been no material
adverse change in Seller's financial condition which Seller has not disclosed to Buyer, and (ii) to
agree to provide Buyer with future audited and unaudited statements of its financial condition as
they are issued, 50 long as it is a Seller in any outstanding Transaction involving a Plan Party.

19. intent
{a) The parties recognize that each Transaction is a “repurchase agreement” as that term is defined in

Section 101 of Title 11 of the United States Code, as amended (except insofar as the tvpe of

Securities subject to such Transaction or the term of such Transaction would render such definition

inapplicable), and a “securities contract” as that term is defined in Section 741 of Title 11 of the

United States Code, as amended (except insofar as the type of assets subject to such Transaction

would render such definition inapplicable).

It is understood that either party’s right to liquidate Securities delivered to it in connection with

Transactions hereunder or to exercise any other remedies pursuant to Paragraph 11 hereof is a con-

tractual right to liquidate such Transaction as described in Sections 555 and 559 of Title 11 of the

United States Code, as amended.

(c) The parties agree and acknowledge that if a party hereto is an “insured depository institution,” as
such term is defined in the Federal Deposit Insurance Act, as amended ("FDIA"), then each
Transaction hereunder is a “qualified financial contract,” as that term is defined in FDIA and any
rules, orders or policy statements thereunder (except insofar as the type of assets subject to such
Transaction would render such definition inapplicable).

(d) It is understood that this Agreement constitutes a “netting contract” as defined in and subject to
Title IV of the Federal Deposit Insurance Corporation Improvement Act of 1991 ("FDICIA") and
each payment entitlement and payment obligation under any Trahsaction hereunder shall consti-
tute a “covered contractual payment entitlement” or “covered contractual pavment obligation”,
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respectively, as defined in and subject to FDICIA (except insofar as one or both of the parties is not
. a “financial nstitution” as that term is defined in FDICLA).

20. Disclosure Relating to Certain Federal Protections

The parties acknowledge that they have been advised that:

{a) in the case of Transactions in which one of the parties is a broker or dealer registered with the
Securities and Exchange Commission ("SEC”) under Section 15 of the Securities Exchange Act of
1934 (193¢ Act”), the Securities Investor Protection Corporation has taken the position that the

. provisions of the Securities Investor Protection Act of 1970 (“SIPA") do not protect the other party
with respect to any Transaction hereunder;

(b) in the case of Transactions in which one of the parties is a governument securities broker or a gov-
ernment securities dealer registered with the SEC under Section 15C of the 1934 Act, SIPA will not
provide protection to the other party with respect to any Transaction hereunder; and

(¢) in the case of Transactions in which one of the parties is a financial institution, funds held by the
financial institution pursuant to a Transaction hereunder are not a deposit and therefore are not

P insured by the Federal Deposit Insurance Corporation or the National Credit Union Share
Insurance Fund, as applicable,

»
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ANNEX |
Supplemental Terms and Conditions
» This Annex forms a part of the Master Repurchase Agreement dated as of February 283, 1998 (the

“Agreement”) between Lehman Brothers Inc, and WestemBank Puaro Rico, Capftalized terms ussd but
not defined in this Annex I shall have the meanings ascribed to them in the Agreement,

1. Inaddiiion to this Annex 1, Annex IA and Annex Il, Annex i, Party Acting as Agent shall be executed
by the parties hereto io the extent applicable, and shall also form a part of the Agreement,

2. With respect to individual repurchase transactions, this Agreement shail only apply to the Lehman
] Brothers entity (l.e. Lebman Brothers Inc.) printed in the confirmation (as described in Section 3{b)
herein) provided to the counterparty of the Lehman Brothers entity.

8. Refipitions. For purposes of the Agreement, the following terms shall have the following meanings:
“Margin Notice Deadling”, 10:00 am New York City time.
“Business Day” or "business day", with respect to any Transaction hereunder, a day on which regular
trading may occur in the principal market for the Purchased Securities subject to such Transaction.
In no event shell a Saturday or Sunday be considered a business day.

» 4. Purchase Prics Maintenance,
(8) Unless otherwise expressly agreed by the parties hereto, the parties agree that in any
Transaction hereunder whose term extends over an Income payment date for the Securities subject
to such Transaction, Buyer shall on the date such Income is paid transfer to or credit to the account
of Beller an amount squal to such Income payment or payments pursuant to Paragraph 5() and shall
not apply the Income payment or payments to reduce the amount to be transferred to Buyer or Seller
upon termination of the Transaction pursuant to Paragraph 5(ii) of the Agreement,
(b} Unless otherwise expressly agreed by the parties hereto, notwithstanding the definition of

) Purchase Price In Paragraph 2 of the Agreement and the provisions of Paragraph 4 of the
Agreement, the parties agree (i) that the Purchase Price will not be increased or decreased by the
amount of any cash transferred by one party to the other pursuant to Paragraph 4 of the Agresment
and (i) that transfer of cash shall be treated as if f constituted a transfer of Securities (with a Market
Value equal to the U.S. doliar amount of such cash) pursuant to Paragraph 4(a) or (b), as the case
may be (including for purposes of the definition of “Additional Purchased Securities”).

10 .

(a) Each party irrevocably and unconditionally (i) submits to the non-exclusive jurisdiction of any

) United States Federal or New York State court sitting in Manhattan, and any appellate court from any
such court, solely for the purposs of any suit, action or proceeding brought to enforce its obligations
under the Agreement and (li) waives, 1o the fullest extent It may effectivaly do so, any defense of an
inconvenlent torum to the mairtenance of such action or proceeding in any such count and any right
of jurisdiction on account of its place of residence or domioile,
(b) To the extent that either party has or hereafter may acquire any fmmunity (soverelgn or
otherwise) from any legal action, suit, or proceeding, from jurisdiction of any court or from set off or
any fegal process (whether servioe or notice, attachment prior to judgment, attachment In ald of
execution of judgment, execution of judgment or otherwise) with respect to itself or any of its

] property, such party hereby irrevocably waives and agrees not to plead or claim such immunity in

respeot of any action brought to enforce Its obligations under the Agreement or relating in any way to

the Agreement or any Transaction under the Agreement.

10/97 (FAS 125) 11 September 1996 » Master Repurchase Agreement
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The following two subparagraphs shall be added to Paragraph 9 of the Agreement;

(¢) In the case of any Transaction for which the Repurchase Date is other than ths business day
immediately following the Purchase Date and with respect to which Seller does not have any existing
right to substitute substantially the same Securities for the Purchased Securities, Seller shall have
the right, subject to the proviso to this sentence, upon notios to Buyer, which notics shall be given a
or prior to 10 am (New York time) on such business day, to substitute substantially the same
Securities for any Purchased Securilies, provided, however, that Buyer may elect, by the close of
business on the business day notice is receiv , o by the close of the next business day ¥ notice is
given after 10 am (New York time) on such day, not to accept such substitution, In the event such
substitution s accepted by Buyer, such substitution shall bs made by Sellers transfer to Buyer of
such other Securities and Buyer's transfer to Seller of such Purchased Securities, and after
substitution, the substituted Securlties shall be deemed to be Purchased Securities. In the event

Buyer elects not to accept such substitution, Buyer shall offer Seller the right to terminate the
Transaction.

(d) In the event Seller exercises its fight to substitute or terminate under sub-paragraph (c), Seller
shall be obligated to pay 1o Buyer, by the close of the business day of such substitution or
termination, as the case may be, an amount equal to (A) Buyer's actual cost (including all fees,
expenses and commissions) of (j) entering into replacement transactions; () entering into or
terminating hedpe transections; and/or (ili) terminating transactions or substituting securities in like
transaotions with third parties in connection with or as a resutt of such substitution or termination, and
{B) 1o the extent Buyer determines not to enter info replacement transactions, the loss incurred by
Buyer directly arising or resuiting from such substitution or termination. The foregoing amounts shall
be solely determined and calculated by Buyer in good faith,

10/97 (FAS 125) 12 September 1996 « Master Repurchase Agrectment
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Annexll
Names and Addresses for Communications Between Parties
[ ]

LEHMAN BROTHERS
Three World Financlal Center, 12th Floor
New York, New York 10285-1200

Aitn.: Robart H, Bing
Central Funding
@ (212) 526-8834 phone
(212) 528-8678 fax

Name of Firm: WesternBank Fuerto Rico

®
Address: P.Q. Box 1180
aya rto Rico -1180
®
Attn.: L MM“W
Tel#: (787) 834-8617
[ .
Fax #: (787) 834-0404
»
»
13 Septornber 1996 » Master Repurchase Agreament
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Annex il
Party Acting as Agent

Thig Annex Il forms a part of the Master Repurchase Agreement dated as of February 23, 1898 (the
“Agreement”) between Lehman Brothers Inc. and WestemBank Puerto Rico. This Annex Ill sets forth the
terms and conditions goveming all transactions in which a party-selling securities or buying securities, as
the case may be ("Agent’), in a Transaction is acting as agent for one or more third parties (each, a
*Principal”), Capitalized terms used but not defined In this Annex Il shall have the meanings ascribed to
them in the Agreemmnent.

1. Addtitignal Representations, In addition to the reprasentations set forth In Paragraph 10 of the
Agreemant, Agent hereby makes the following representations, which shall continue during the term
of any Transaction; Principal has duly autharized Agent to execute and deliver the Agreement on its
behalf, has the power to so authorize Agent and to enter into the Transactions contemplated by the
Agreement and to perform the obligations of Seller or Buyer, as the case may be, under such
Transactions, and has taken all necassary action to authorize such execution and delivery by Agent
and such performance by it.

[ ] 2. Identifieation of Principals. Agent agrees (a) to provide the other party, prior to the date on which the
parties agree to anter into any Transaction under the Agreement, with a written list of Principals for
which it intends 1o act as Agent (which list may be amended in writing from time to time with the con-
sent of the other party), and (b) to provide the other party, before the close of business on the next
business day after orally agreeing to enter into a Transaction, with notice of the speaific Principal or
Prinoipals for whom it Is acting In connection with such Transaction. If (i) Agent fails to identify such
Principal or Principals prior 10 the close of business on such next business day or (i) the other party
shall determine in Its sole discretion that any Principal or Principals identified by Agent are not

» acceptable to it, the other party may reject and rescind any Transaction with such Principal or
Principals, return 1o Agent any Purchased Securities or portion of the Purchasse Price, as the case
may be, previously transferred to the other party and refuse any further performance under such
Transaction, and Agent shall immediately ratum to the other party any portion of the Purchase Price
or Purchased Securities, as the case may be, previously transferred to Agent in connection with such
Transaction; provided, however, that (A) the other party shall promptly (and in any event within one
business day) notify Agent of its determination 1o reject and rescind such Transaction and (B) to the
extent that any performance was rendered by any party under any Transaction rejected by the other
party, such party shall remain entitled to any Price Differential or other amounts that would have been

[ ] payable to it with respect to such performance if such Transaction had not been rejected. The other
party acknowledges that Agent shall not have any obligation fo provide it with confidential information
regarding the financial status of its Principals; Agent agrees, however, thal it will assist the other party
In obtaining from Agent's Principals such information regarding the financial status of such Principals
as the other party may reasonably request,

8. Limitation of Agent’s Liability. The parties expressly acknowledge that if the representations of Agent
under the Agreement, including this Annex 1!, are true and correct in all material respects during the
term of any Transaction and Agent otherwise complies with the provisions of this Annex I, then (a)
» Agent's obligations under the Agreement shall not Include a guarantee of performance by its Principal
or Principals and (b} the other party’s remedies shall not include a right of setoff in respect of rights or
obligations, it any, of Agent arising In other transactions in which Agent Is acting as principal,

14 Sepiember 1996 » Mastzr Repurchase Agreement
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4, Muttiple Principals.
(a) In the event that Agent proposes to act for more than one Principal hereunder, Agent and the
other party shall elect whether () to treat Transactions under the Agreement as transactions entered
» into on behalf of separate Principals or (i) to aggregata such Transactions as If they were

transactions by a single Principal, Failure to make such an slection In writing shall be deemed an
election to treat Transections under the Agreement as transactions on behalf of separate Principals,

(b) In the event that Agent and the other party elect (or are deemad to elect) to treat Transactlons
under the Agreemant as transactions on behalf of separate Principals, the parties agree that (/) Agent
will provide the other party, together with the notice described in Paragraph 2(b) of this Annex Il
netice specifying the portion of each Transaction allocable to the account of each of the Principals for

[ which It is acting (to the extent that any such Transaction is allocable to the account of mere than one
Princlpal); (if) the portion of any indlvidual Transaction aliocable to each Principal shall be deemed a
geparate Transaction under the Agreement; (ili) the margin maintenance obligations of Buyer and
Seller under Paragraph 4 of the Agreement shall be determined on a Transaction-by-Transaction
basis (uniess the parties agree to determine such obligations on & Principal-by-Principal basis); and
(iv) Buyer's and Seller's remedies under the Agreement upen the occurrence of an Event of Default
shell be determined as if Agent had entered into a separate Agreement with the other party on behalf
of each of its Principals.

[ ] (0} In the event that Agent and the other party elect to treat Transactions under the Agreement as if
they were transactions by a single Principal, the parties agrea that (i) Agent's notice under Paragraph
2(b) of this Annex il need only identify the names of its Principals but not the portion of each
Transaction allocable to each Princlpal's account; (in) the margin malntenance obligstions of Buyer
and Seller under Paragraph 4 of the Agreemant shall, subject o any greater requirement imposed by
applicable law, be determined on an aggregate basis for all Transactions entered into by Agent on
behaif of any Principal; and (i) Buyer's and Seller’s remedies upan the occumence of an Event of
Dsfault shall be determined as If all Principals were a single Seller ar Buyer, as the case may be,

® (d) Notwithstanding any cther provision of the Agreement {including, without limitation, this Annex iy,
the parties agree that any Transactions by Agent on behalf of an employee benefit plan under ERISA
shall be treated as Transactions on behaif of separate Principels in accordance with Paragraph 4(b)
of this Annex Jit-(and afl margin maintenance obligations of the parties shall be determined on &
Transaction-by-Transaction basis).

5. Intempretation of Terms. Al references to “Seller” or “Buyer”, as the case may be, in the Agreement
. shall, subject to the provisions of this Annex Il (including, among other provisions, the limitations on
» Agent's liability In Paragraph 3 of this Annex IiI), be construed to reflect that (i) sach Principal shall
have, in connection with any Transaction or Transactions entered into by Agent on its behalf, the
rights, responsibliities, privileges and obligations of a “Seller” or “Buyer”, as the case may be, directly
entering into such Transaction or Transactions with the other party under the Agreement, and (ji)
Agent's Principal or Principals have designated Agent as their sole agent for performance of Seller’s
obligations to Buyer or Buyer's obligations to Seller, as the case may be, and for receipt of
performance by Buyer of ifs obligations to Seller or Seflsr of its Obligations to Buysr, as the case may
be, in connection with any Transaction or Transactions under the Agreement (including, among other
things, as Agent for each Principal in connection with transtsrs of Securities, cash or other property
] and as agent for giving and receiving all notices under the Agreement), Both Agent and itg Pringipal
or Principals shall be deemed ‘parties’ to the Agreement and all references to a “party” or “elther
party” in the Agreement shall be deemed revised accordingly (and any Aat of Insolvency with respect
to Agent or any other Event of Default by Agent under Paragraph 11 of the Agreement shall be
deemed an Event of Default by Seller or Buyer, as the case may be),

15 Sepiember 1996 » Master Ropurchase Agresment
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ANNEX IA
Supplemental Terms and Conditions

The parties hereto agree thal the following Supplemental Tarms and Conditions are hereby incorporated
in the Master Repurchase Agreement dated as of February 23, 1998 (the “Agreement”) by and between
the undersigned Lehman Brothers entities (sach “Lehman”) and WestemBank Puerto Rico ("Client”).

A.  The definition of Act of Insolvency shall include the commensement of a case or proceeding against
Client, or another’s seeking such appointment of & supervisor, receiver, conservator, lrustee,
custodian or similar official for such party or over any substantial part of its property (including,
without limitation, the Office’ of Thrift Supervision ("OTS"), Federal Deposit Insurance Corporation
("FDIC") or Resolution Trust Corporation ("RTC) ot any successor entily, or.a state authority
seeking the appointment of the FDIC or RTC or & state authority as recelver, conservator of legal
custodian of Client).

B. Financial $tatement Beporting Requirement, Client agrees to supply, or cause 1o be supplied, to
Lehman the following financial reports:

i  Promptly after filing or sending the same to the appropriate regulatory authorities, a copy of
each OTS Thiift Financial Report, together with all annexes and schedules thereto, of Client, as well
as Form &-K, Form 10-Q and Form 10-K, of Client Corporation (The “Parent Corporation™;

(i) ~ Within 00 days after the expiration of each fiscal year (being December 31) of Client and the
Parent Corporation, a consolidated statement of operations for such fiscal year and a consolidated
statement of condition of the Parent Corporation and its consolidated subsidiaries as of the last day
of such fiscal year, Such consolidated statements of operalions and condition shall set forth in
reasonable detail the results of operations for the period ended, and the financial condition of Client
and the Parent Corporation and its consolidaled subsidiarles as the date thereof, and shall be
accompanied by the report or opinion of independent certified accountants who have audited the
books of the Parent Corporation for such fiscal year.

(iify ~ Within 45 days after the end of each of the first three quarters in each fiscal year, equivatent
financial information to thai required by Subparagraph B(ii), but on an unaudited basis.

-C, nts of Cli

(h  Client covenanis and agrees that it shall not consolidate with or merge into, or transfer afl ar
substantially all of its assels 10, another entity (or permit the accurrence of same) uniess the

* resulting surviving or transferee entity (a) is a comporation organized under the laws. of the United
States of America or political subdivision thereof and which is a depository institution the acgounts of
which are insured by the FDIC; (b} assumes all the obligations of Client under this Agreement and
any outstanding Confirmation pursuant to an agreement reasonably satisfactory fo Lehman; {c) such
marger, consolidation or asset transfer has received the prior written approval of the ragulatory
authorities having jurisdiction over such transaction; and (d) Lehman receives as pari of the
aforementioned agreement assurances from such entity prior to, the proposed merger, consolidation
or asset acquisition, reasonably satisfactory o Lehman, that such entity would not, foliowing such
proposed transaction, present an unacceptable credit risk to Lehman and would be an entity able to
falthiully perform under the terms of this Agreement and each outstanding Confirmation. Any such
snlity so qualifying under this Subparagraph C(l) to assume the obligations of Client shall hereinafter
be referred to as a “Permitted Successor”,

() Client shall immediately give writien notice to Lehman, upon the occurrence of dny Event of

Default, or an event which with the glving of notice or lapse of time or both would become an Event
of Default, } ' .

LTRREPO.doc . !
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(i) Upon ten days' notice to Client, Cllent shall provide to Lehman an Officer's Certificate and
such other information as may be reasonably requested by Lehman showing Client's compliance
with the terms and conditions of this Agreement and each Confirmation and Transaction hereunder,

(iv)  Client shall {x) maintain continuous custody of an executed copy of this Agreement, each
Confirmation and Transaction-related documents and all corporate records evidencing due '
authorization of each Transaction; and (y) in connection with each Transaction, maintain compliance
with “written agreement” requirements as set forth in Sectlon 13(e) of the Federal Deposit Insurance
Act, as amended (12 U.8.C. Section 1823(e)) and construed in the policy statement of the FDIC
regarding qualified financial contracts, .

D.  Events of Defaull. In addition o Events of Default defined in Paragraph 11 hersto, an Event of
Detfault by Client shall ocour if: ‘ ‘
()  Client's deposit accounts are no longer FDIC insured,
()  Client fails to comply with the requirements cf Paragraph C hereof,
Any repudiation or breach by Client of, or other default by Client under this Agreement shall at
Lehman's election, constitute a repudiation or default by Client of or under all other agreements
which Client may have with Lehman and/or any of its other affillates, whether heretofore or hereafter
entered Inlo,

E.  Non-Assignability, Termination.

This Paragraph E supersedes Paragraph 15 of the Agreement;

() Except with respect to a Permitted Successor of Client under Subparagraph C(f) hereof and a
Permitted Lehman Assignee under Paragraph E(ii) hereof, the rights and obligations of the parties
under this Agreement, under each Conlirmation and under any Transactions shall not be assigned
by either party, including assignment by operation of law, by action of any regulatory authority or
otherwise, and any such assignment shall be nuil and void, This Agreement, each Confirmation and
any Transaction shall be binding upon the parties hereto and, 1o the extent transferred In violation
hereof, their raspective successors and assigns jointly and severally with the parties hereto; and
shall inure 1o the benefit of the parties herelo, but in no way shall this Agreement and any rights
hereunder inure 1o the benefit of such successors and assigns, other than a Pemmitted Successor of
Client under Subparagraph C()) hereof. Exoept as may be otherwise agreed in writing by the parties,
this Agreement may be canceled by elther party upon its giving written notice of cancellation to the
other; provided, however, that this Agreement shall, notwithstanding such notice, remain applicable

. 1o any Transaction, then outstanding or any forward of successive Transaction agreed 10, by the
panties pursuant to a Confirmation prior to the cancellation of this Agreement.

(i) Lehman shall have the rights to assign this Agreement, and any of its rights, obligations and
benetits hereunder, under any Confirmation and under any Transaction to any subsidiary or affiliate
of Lehman, 8o long as such entity remains & direct or indirect wholly-owned subsidiary of Lehman
Brothers Holdings Inc. {a “Permitted Lehman Assignee”). In the event of an assignment of '
Lehman's abligations hereunder to a Permitted Lehman Assignee, such assignee shall succeed to,
and shall be responsible for the performance of, all of Lehman's covenants and obligations
hereunder, and Lehman shall be released from such covendnts and obligations.

F.  Fudher Bights o Terminale Transactions. In each of the following applicable instances, upon
Lehman's written notice to the Client (Termination Notice™), Lehman shall have the right in its sole
discretion to accelerate the Repurchase Date for any outstanding Transaction and no longer be

LBI_Repo_Westem_00019001
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obligated to enter into any additicnal Transactions pursuant to any outstanding Confirmation, such
accelerated Repurchase Date to oceur on the day following the date of such Termination Notice,

U} (a) applicable Federal or state bankruptey, insolvency or similar laws, or any other laws,
including regulations or interpretations issued hereunder by appropriate courts or regulatory
agencies, in existence on the date herect, are allered or interpreted, or such laws, reguiations or
interpretations are enacted, adopted or issued after the date hereof, In either case In a manner
which, with respect to an outstanding Transaction, elther materially (x) fimits the ability of Client to
pledge or grant to Lehman an effective first priority perfected security interest in Purchased
Securities or limits the ability of Client te fransfer to Lehman all rights. title and interest herein and
thereto, free and olear of any claim or interest of any other, or (y} would impair the right of Lehman to
exercise any of its remedies hereunder in a timely manner in accordance with this Agreement and
the applicable FIRREA provisions referred 1o in Paragraph H hereof and obtain or transfer sole right,

" title and interest in and to the Purchased Seaurities; of (b) changes in epplicable faw or regulations
prehibit Client or Lehman from participating in repurchase agreements, as contemplated by this
Agreement or any Confirmation, and such prohibition would be applicable 1o any outstanding
Transactions or to any Transaction o be entered into under a Confirmation.

(i if, during the term of any outstanding Transaction, quotations for repurchase {or reverse
repurchase) transactions in securities of the same type as any Purchased Security subject (o any
stich outstanding Transaction are not available to Lehman, Client and market paricipants generally
from at least one (ather than Lehman) of the primary government securities dealars, designated
from tima to time by the Federal Reserve Bank of New York (collectively, the “Primary Dealers™,
after good faith efforts on the pan of Lehman and Client to oblain such quotations over a continuous
paricd of thirty (30) days, all resulting from the declaration of a national emergency or the accurrence
of a material change in general economic, palitical or financial conditions {international or domestic)
materlally and adversely affecling the financial markets in the United States generally; provided,
however, that Lehman, as & precondition to its terminating & Transaction pursuant to this .
Subparagraph F(if), deliver to Client an Officer's Certificate certifying the occurrence of the svents
hereinabove described.

(i) if, dudng the term of any outstanding Transaction, any material adverse change in the
business condition of Client occurs, as determined in good faith by Lehman.

G, Affiliate Transaction Defaults -- Use of Collateral.

{0 To the extent Clignt (a) has one or more transactions outstanding with Lehman, Lehman
Holdings or any direct or indirect affitiate of Lehman ("Lehman Affitiate”) including, but not limited to,
a forward or option transaction, interest rate and/or currency swap transaction or repurchase
(including reverse repurchase) transaction (each, an “Affiliate Transaction"), and (b) an “Event of
Defaull”, "Termination Event” or equivalent default event has occurred thereunder with respect to the. .
Client, hereby entitling the Lehman Affiliate to terminate or otherwise closs out the related Affiliate
Transaction ("Affiliate Transaction Default™), Lehman and the affected Lehman Afflliate shall have
the right al iis option, and in addition to whatever right it may have under the Affiliate Transaction, 1o
apply all or'any portion of the Purchased Securities sold to Lehman under any Transaction '
cutstanding under this Agreement to satisty, In whole or in part, any fiabilities or obligations of Client
arising by virtue of said Affiliate Transaction Default; provided, however, that such Affiliate

Transaction Defauli shall not in and of itself be an Event of Default-hereunder.

(i) The foregoing shall in no way be construed as permitting Client or requiring Lehman in the
event of margin deficit or comparable event under the Affiliate Transaction, 10 lock to or otherwise
remedy such deficit with the Purchased Securitles relating to any outstanding Transaction under this
Agreement. .

(i) Glient shall remain obligated, following an Affiliate Transaction Default and use by the Lehman
Alffiliate of the Purchased Securities in connection therewith, to remedy any resuilting Margin Deficit
with respect to any outstanding Transaction under this Agreement,

3
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H.  Infent
(i  The parties recognize that each Transactions is intended to be and shall be treated by Client
and Lehman as & "repurchase agreement” and a “securities contract” as those terms are defined
under the relevant provisions of FIRREA,
(il Nis understood that Lehman's right to fiquidate Purchased Securities delivered to i In
connection with any Transactions hersunder or to exercise any other remedies pursuant to

Paragraph 11 hereof includes, without limitation, a right to liquidate such Transaction in a manner
consistent with the applicable provisions of FIRREA governing “qualified financial contracts”,

L Counterparts. This Agreement may be executed simultaneously in one or more countarparts, each
of which shall be desmed an original and such counterparts, taken together, shall constitute one and
the same Instrument,

Dated as of:  February 23, 1998
Agreed and Accepted:
WESTERNBANK PUERTO RICO LEHMAN BROTHERS INC,

("Client”) {"Lehman")
By: g/\;)(/t ﬂl)%w(v By: v%ﬂl g;‘{

A0

Name: : Freddy Maldonade Name: Robert H. Bing

Title: C ancial Offi Titles Vice President

Date; February 23, 1998 Date: February 23, 1088
4
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Lehman Brothers

January 28, 2002

Mr. Freddy Meldonado

Chief Financial Qfiicer
WesternBank Puerte Rico

19 W, MeKinley Street
Moyaguez, Fuerlo Rico 00880
T87T-834-8000 x2301

Ladies and Gentlemsn;

Wa refer to the Master Repurchasa Agreament and annexes attached therato (the "Agreement™), dated as of
Februery 23, 1998 betwean WesernBenk Pueria Rice (“Cliant” or *Selier) and the undersigned, Lahman Brothers
Inc. ("Lehman” or "Buyer™) governing the Transections sntared into from {ime t& Ume by Client and Lehman. Prior
tv (ha dete hereof the Cllant and Lehman enterad inte twa Tronsections with (1) an original "Purchase Date” of
September 1, 2000, and October 12, 2000 (I1) &n original "Purchase Prica” of $100,000.,000 and $23,188,000
respactively,and (i) an original *Repurchasa Dete” nf Septembsr 4, 2010 end October 12, 2010 respedlively,
which Transaction was avidenced by a confirmatien or canfirmations isaned between the perties prior ta the date
hereof {the "Orginal Transaction Confirmation”). Lehman snd Cllent have ngroed o amend and restate such
Original Trenaaction Canfirmation 'n Its eptirety pursuant o the lonms af this Latier Agreement. This Latier
Agreemeant (which constifutes, aa to the Trensaction described herain, 8 *Confirmation® pursuant to the
Agrearment) (1) supercades and amends in is entiraty the Qrginal Transaction Confirmation, and (2) confirms the
agreement betwesn Client and Lehman with respact to tha Trensaction deaaribed hareln, all subjec! to the terms
and ponditons of this Letter Agresment and the TRANSACTION TERME sef farth herein. Upan exesution and
dallvery ty the partios hierato of this Lottar Agreement, the Qriginal Trensaction Gonfirmation shall be deamed to
ne gmonded and restated In its entiraty by the terms snd eenditions of this Latlar Agreement and any reference to
a *Confirmation™ with respact to such ranaaction shall refer to lhis Lattar Agreement.

All copltalized terma used and not defined herein will havs the respective meanings ascribed 1@ them in the
Agreament. The Agroement (s heraby incorporated hameln end made a part heres!l, and provisions thareo! shall
be deamed to conatitute additions! tarms of this Lotter Agreement 8g ¥ aet farth in full harein. i there |s any
confilct hetwesn the terms of the Agresment, the Orlginal Trensaction Canfirmation or any aulomated confirmatian
that Is sent out with respaect to this Trensaction and this Lettar Agresment, the tarms of this Letter Agresment ehall
cantrol, A Business Day shall be any day other than e day on which banks In Naw York City are aulhorized or
roqyired by lew to close or other than 8 day Letmsn Is dlosed for business.

Withou! imiting any of the provislons hereof, the parties hereto confirm that the representations and
warmanties In Section 18 of the Agresment regerding the nature of this Trensaction shall apply and remaln In full
tarce and affect, The Seller furihier rupregenta that Transactions hereundar are quallfied financlal contracts under

FIRREA.

On the Purchuse Date, o dofinad balow, respasting thie Tranesaction, Lenman, as Buyer, shell purchasae
from Cllant, as Seller, Securities at tha Purchase Prics provided belnow In TRANSACTION TERMS, such
Rurchased Securiiies shall have a8 Marke! Valua an ihe Purchase Dete equal o the praduct of the Appiicable
Margln Perceniage mulliplied by ihe Purchase Price,

Notwithetanding the foregoing, either party may terminata the Transaciion hereundor upan the ocoumence of
an Event of Default by (he other party pursuant ta the Agraament.

IRANSACTION TERMS -
*Rurchase Dote” Recumber 1, 2001
Westhkd8 157.dne Pagnlaf4
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“Repurchase Data”

Purchase Price

Purcheged Securliias/additional Purchassd
ascurilies/Bubatituio Socuritlas

Applicabla Mergin Percentage

Ragutatory Mintmum

Mark-to-Markat
Pricing Rate

Faymant Datss

Additianel Defaull Frovision

Werthk38 167.dec

Dacember 1, 201€; providad howaver that Buyer el ita
010 option, () upon four (4) Business Day’s nolice to
Seller, may acselersis the Repurchesa Data o any 16¢
day of each March, June, Septombier, end Decamber
which {8 on or aftar September 1, 2002, and If any such
date Is not 8 Businoss Day, ther the naxt occuring
Buainsss Oay; and (b) may accalerate tha Repurtase
Date to any Busingsg Day In accordance the terms of
Paragraph F of Armex 1A to the Agresmant.

$123,199,000

U.8. Agency Securltiss; {ixed rats, fixed rala cailable,
anly, No more then 13 CUBIRa at any one ime,
Addieonal Purchased Senurities provided to meat a
Mergin Deflcit must meet collaters) substitution
guidelines, Cash will not be accsptabls 28 Purchased
Seaurilies, Additional Purchased Securities or Substitvle
Securitles, Subslivia Sacurtties may be simiar or higher
guality callatersl than the original Purchased Securities.

The greatst of (I) Ona bundred and ona percent {101%)
plug the Replacemant Value Perasnings (as definad
below) If such amount [ greater then zarp, and (i) the
Ragulatory Minimum (a@s defined befow).

The margin percemtage required by legal or regulatory
authoritias, such 83 the New York Stock Exchange, the
NASQ, tha 6EC or he Federal Reserve Beard, for such
Purchased Socurliles In such Repurchese Transaction as
determined by Lehman and applied in the ordinary couras
of 8 ss¢uritiag rapo business.

Dally, or gs otherwise determinsd by Lehman.

12/1/01 - 12/1/02: §.60%
12/1/02 « 1211/03: 5.65%
121103 - 12/1/04; §.76%
121704 - 12/1/10; 8.00%
12410 « 31113 B.50%
Y113~ 121118: 8.75%
{vasaed upon ecivel number of days In & 360 day year).

The 18l day of egnh Merch, June, Septembar, and
December. On sach Payment Date priar fo he
Rapurchasa Datn, Seller shall pey to Buyer en ameount
equal 10 the aceried and unpald Price Difforentlal; on the
Repurchese Date, Seller ahall pay Buysr an emount
anus! 1o the accruad and upeid Purchase Price plus the
unpeld Price Differential.

Baetlon 11(g) of the Agreament 1& amanded by dalsting
the perfod at the end of the section and by (nserling:

*, and {Iv) whera Beller ta the dafauiting party, the cost nf
unwinding the interest rate struclure of the Transaction

Page 2 of ¢
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(including without imRation any loas or coss that would be
Incurred a8 @ result of 18 tarminating, liquldating,
obaining or rapsiadlishing any hedge or related trading
positien).”

acament Valuo Percenta As of any date of delormination meana an amowunt
Replacem w calculated by Buyer as & percentage squel to () e
Raplacement Valup 88 of such dats of delermination es
caloutated by Buyer, divided by (1l) the Repurchase Price
89 of such date of determinatlon.

Replacsment Velue An amount equal 1o the net emaunt that the Buyer would
recalve from @ third party or ihe Buyar would have to pay
@ third party, as consldevation for Buyar and third party
entering Inte 8 Repurchege Treneaction with tha Identical
Furehesa Price, Pilcing Rate, Purshasod Bcrurities,
Applicable Margin Parcantege end Repurchase Prics aa
this Trangastion or other third party transactians entered
inta by Buyer to hadge its Interest rate rick with respent
{o thia Tranaaction {any such wransection 8 "Replacoment
Transactan™), as sueh amount Ia celculeted by the Buyer
on a periadis (up to dally) hesis,

Tha Raplacement Value shall ba () 8 negative amount, if
Buyer would racelve conslderation from the third party in
connection with such Replacament Transaction, and (i)
a posilive amaunt, if Buysr would pay consideration o
the third party in cennection with sueh Raplacement
Transacion,

Threshold Amount: The Buyer and Sellar agrae as long as no Defaull or
Evant of Delaull hae recurred pursiiant o the Master
Repurchase Agrsement, that If as of any businasa day
lhe aggregats outstending margin dalivery requirementa
of 8ellar with respact to this Transactien and each of the
othar repurchaee ransactions betwoan Lehman and
Gllant (iha *Aggregate Qutetanding Collataral
Requiromont®) represent in the apgregety legs than
$1,000,000 {"Mirimum Transfer Amount®), Client will not
ba required ko daliver Addilonal Purchased Securlties
with respect to thia Transaction unill the Aggrogate
Qutstending Collateral Requirement exceeds such
Minimum Tranafer Amaunt, Lehman Brothers' obligatian
to raturn eny excess collatoral would be aubject 1o the
seme Minimum Tranefer Amount.

In connaction with the nagetialion of, the sniering Into this Transaction heraunder Sellar acknpwiedges
and agress that, {f) Buyar 18 acting for ife own acoount end la not asting ae e fiduciary for, or 8 financial or
mvestment edvisor o Sellar (o In any simiiar caperity); () Beller la nel rolying upan gny communlications (whather
writtan or aral) from Buysr as Investment agvice or 83 a racommandation to eptar into this Transsectinn (athar than
the rapressntations axprassly sst forth (n the Agrasment), Il baing understoad that inforrmetion end explanations
relotad 1o the tarma end sandiions uf the Transaction shall not be consldered Investiment adyice or a
recommandation o enter inta the Traneaction; (1) Saller has not racslvad from Buysr eny assurance or guarsnies
as i {he expscted rasults of the Transaction; and (Iv) Solinr has consuitad with its own lagal, regulaiory, 1ax,
businass, Invesment, financial, end sccounting edvisers to the extent It has daemesd necoesssry, and It hes made

Westbk38 157.dec Page3of4
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”

its mwn Independent investmant, hadging, and trading deciyions based upon s own Judgment and upen any
advice from such advisors eg | has Jeemed nocesaery and not upan apy view oxprasssd by Buyer,

Any walver of the conditions set forth In this Latter Agresment shall ba In wrlting and no walver of any such
congftien wilh respect to any Trangeation shell constitute & walvor thereef with respect to any other Trengactian.
No fallure or detay on the part of Buyer or Seller In exerclaing eny right hareunder shall operate as a walver of
sush right.

If you mgree with the foregaing, please slgn and retum the enclased aopy herenf, whereupon this Letter
Agreement shell bscome a binding egreament batween Buyer and Saller,

Very truly yours,

AGREED TO AND ACCEPTED: LEHMAN BROTHERS INC,

WESTERNBANK PUERTO RICO as Buyor .

as Seller p % & W A

By: ,uLL /&/ By:. 2~ -

Namszﬂ@ Malddnaga Nama: Raber E. Gugligimo

Title: Chigt Finenclal @ fficer Tite: 8enlor Vige Prasidoni
Westbk38 157.doc Paged afd
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Fixed-Rate Step-Up Schedule A:

Payment Date __ Fixed Rate

03/01/02 5.6000
06/01/02 5.6000
09/01/02 5.6000
12/01/02 5.6000
03/01/03 5.6500
06/01/03 56500
09/01/03 5.6500
12/01/03 5.6500
03/01/04 5.7500
06/01/04 5.7500
09/01/04 5.7500
12/01/04 5.7500
03/01/05 6.0000
06/01/05 6.0000
09/01/03 6.0000
12/01/05 6.0000
03/01/06 6.0000
06/01/06 6.0000
09/01/06 6.0000
12/01/06 6.0000
03/01/07 6.0000
06/01/07 6.0000
09/01/07 6.0000
12/01/07 6.0000
03/01/08 6.0000
06/01/08 6.0000
09/01/08 6.0000
12/01/08 6.0000
03/01/09 6.0000
06/01/09 6.0000
09/01/09 6.0000
12/01/09 6.0000
03/01/10 6.0000
06/01710 6.0000
09/01/10 6.0000
1201710 6.0000
030/} 6.5000
06/01/11 6.5000
09/01/1 1 6.5000
120171} 6.5000
0301712 6.5000
06/01/12 6.5000
09/01/12 6.5000
12/01/12 6.5000
03101713 6.5000
0601713 6.7500
09/01/13 6.7500
12/01/13 6.7500
03/01/14 6.7500
06/01/14 6.7500
0901714 6.7500
12/01/14 6.7500
03/01/135 6.7500
06/01/1S 6.7500
09/01715 6.7500
1201715 6.7500
03/01716 67500
06/01/16 6.7500
0901116 6.7500
12/01/16 6.7500

purchase or sale of any financial instrument nor a confirmation of
f its associated companies warrant or give any representation
change without notice. Prior (o entering
| aspects of this information, Generally all
dity and other shmilar risks.

and Is not an offer or solicitation for the
¢ but neither Lehman Brothers nor any o
Jlabllity are indicative only and are subject to

The above Is for information purposes only
terms. ‘The information Is belleved to be reliabl

as to Its completeness, rellability, or accuracy. Prices and ava
Into any derivative transaction you should consult your own advisors regarding the tax, accounting, of lega
transactions involve the risk of adverse or vnanticipated markel developments, risk of counterparty default, risk of lilqu:

Trading or investing in interest rate derivatives can result In substantial risk and unlimited losses.
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s
o0’ Lehman Brothers

Janusry 28, 2002

Mr. Fraddy Maldonado

Chief Financia! Officer

WesternBank Puerto Rico Intematianal
» 19 W. MoKinlay Street

Mayaguae, Puers Ring D08BQ

787-834-8000 x2301

Ledies and Gentlemsn:

» Wo refar o the Master Repurchars Agrasment and snnaxss almnched therelo (the “Agresmant”), datsd as of
Fepruary 23, 19088 hetwean WeaternBank Puerta Rico {"Client” or “Selier*} and the underaigned, Lehmasn Brothers
{nc. "Lehman" or "Buyer) gaveming the Transactiona entered into from fime o tims by Client and Lehman. Prior
{o the date hereof the Client end Lehman entered inlo two Transactiong with (i) an original "Purchase Date” of
August 80, 2000, snd Sepfember 15, 2000 (I} an ariginal “Purchass Price™ of $80,000,000 and $50,000,000
respectively,and (iil) en original "Repurchese Date” of September 1, 2010 and Septamber 1, 2010 raapectively,
which Transacilon was avidsnced by a confirmation or confirmations issusd between the perties prier to the date

® harsaf (the “Original Transaction Confirmatian®). Lehmsan snd Cliant have agreed to smend and reatats such
Oripinal Transactian Conflrmation in Ita entirety pursuant to the terms of this Letter Agreement. This Letter
Agrasmant (whith constibies, as fo the Transaction described herelm, a "Confirmation” pursuant te the
Agraement) (1) supercedss and amends In lte antiraty the Orginal Transaction Canfirmatian, and (2} confirna the
agresmen{ between Cllant and Lehman with reapact to the Transaclion described hereln, all subject 1o the lems
and condgitions of s Letter Agreemsn! and the TRANSACTION TERMS set Tarth hereln. Upon execution and
delivery by the partias hareto of (hjs Lelier Agresment, the Orlgina! Transaction Sonfirmation shelt be deemed to

B be amended end restated In Its enfirety by the terns and conditions of this Leftar Agreemant and any raference ta
& *Confirmation”™ with respect ta such trensection shall refer (0 this LeRter Agreemant,

All capltalized terme used and not defined hereln wil have the respecthve msanings sscribad to tham In the
Agrasmant. Ths Agroement is heraby incorporated hereln and made & part hersof, and provisions thersof ehall
be deamed tn consfituts adaitienal tarma of this Lattar Agreament as If aet forth In full herein.  (f thers b any
conflict hetween the terms of the Agresment, the Original Tranagction Confirmation or any automaisg confimmaelon
that Iy sent out with respect to thia Tronsaction and Inle Letter Agreement, tha tarme of this Lettar Agresment ehall

» control. A Businass Day shall ba any day other than a day an which banks fn New York Clty are sutharized or

raquired by law 1o close ar oiher than & day Lehman is closed for business,

Withaut Imlilng any af the provisions hareof, the pariies hersio confinm that the represantations and
warranties in Saction 18 of tha Agresmant ragarding the rature of this Transaclion shall apply and remain in full
force and affact. The Seller further reprasents that Tranasctions hereundsr are quelifisd financlal contrects under

FIRREA

» On the Purchase Dete, as defined below, respecting this Transaction, Lehman, &s Buysr, ehall purchass
from Cllent, as Beller, Securilles 8t the Purchase Price provided helow In TRANSACTION TERMS, auch
Purchased Securitles ehall have 8 Market Value on the Purchase Date equal (o the product of the Applicable

Margin Percantags mullinfied by the Purchaas Frica.

Notwithstanding the foregaing, elther party may terminate the Trensactian heraunder upon the accurmence of
an Event of Dafaul by the other perty pursuant lo the Agreement.

»
IRANSACTION TERMS
“Purchans Dalg” December 1, 2004
» Westbk Intern’l 38 15¢.doe Pogelofd
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*Repurchese Dats”

Purchase Prica

Purchased Securities/Additions! Purcheaed
Sacurifian/Substiute Securillas

Applicable Margin Percentags

Regulatory Minimum

Mark-{o-Markat
Rrichg Rets

Paymeni Datos

Additional Dafault Provigion

Westbk Intern'l 35 186.doe
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December 1, 2018, provided howsver that Buyar st e
sols optlan, (8) upen faur (¢) Businews Day's notice 1o
Seller, may acoeierate the Repurchase Dats {o eny Yst
day of &ach March, Jung, September, and Decamber
which [s on or after Septembar 1, 2002, and if any such
data 1g not g Business Day, then the next occuring
Business Day; end (b) may accelerats the Repurchase
Data to any Business Day In accordance the tarms of
Raragraph F of Annaex 1A o the Agresmant,

$110,000,000

U.8. Agenay Sarurities: fixed rata, fixed rata callable,
only, No mare than 10 CUSIPs et any one time.
Adctiionet Purchased Securities provided to meet a
Margin Deafielt must mest collatarsl substiution
pulgelines, Cash will not be acceptable es Purchased
Securities, Additional Purchasaed Ssgurities or Substiute
Sacurities, Suhstitute Sacutliies may be similar or highar
quality colleteral than the original Purchesed Securiies.

Tha graatsr of {I) One hundred and one pereent (101%)
plus the Replacemant Value Perceniage (ge defined
below) If such amount ls greater than zare, and (i) the
Regulatory Minimum (as oefined below),

The margln parcentage required by legsl or regulatory
suinarities, such ag the New York Stock Exchange, the
NASD, tho &EC or the Federsl Resarve Board, for such
Fyrchased Sacuritias in such Repurchase Transaction as
determinad by Lehman end applied in the ordinary courss
of Its securitias repo business.

Daily, or ag othervisa determinad by Lehmen.

1274001 - 1271002 B.A0%
1214/62 ~ 121K3: 5.65%
12103 - 12/1/04; 8.75%
1221104 - 12/1/10; B.00%
121110 - 31111G; 8.50%
3/4/13 - 12/1/16: B.75%
{hassd upon actual number of days in a 350 day year),

The 1st day of sach March, Juns, Septambar, and
December. On saan Payment Date prior 1o the
Repurchage Dele, Seller shall pay to Buyer ary emaunt
equel 1o the accrued and unpald Frice Diffarential: on the
Repurchase Dats, 8eller shall pay Buyer an ampumt
equal 1o the gcorued and upald Purchese Price plus the
unpeld Price Diffarantlal,

Section 11(g) of the Agrsement ls amendad by delsting
thae pariod atthe and of the sectian and by Inserling:

“ and (iv) where Seller Is the defauliing party, the cost of
unwinding the Inlsrest raie structurs of the Traneaction

Page 2 0f4
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Replacsment Velue Percentage

Raptacexnant Velue

Thrashold Amount:
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{inciuding without Jimitation any ioss or cost that would be
incurred g5 a rasult of its larminaling, llquidating,
obtaining or resstablishing any hedge or relsled trading
pasition).”

As of any dats of determinstion means an amount
calculated by Buyar g6 3 percentsge equsl (o (i} the
Repigcemant Velue g3 of such dais of detarmination as
calcllated by Buyer, divided by (il) the Rapurchare Frice
as of such dats of datermingtion.

An ameunt squs! to the nat amount thal the Buyar would
recelve fram a third parly or the Buyer would have to pay
& ihid party, 8a congideration for Buyer amd third party
entering Into e Repurchass Traneactlon with the {dentical
fPurchase Price, Pricing Rule, Purchased Securitios,
Applicable Margin Percantags and Repurehiase Prico as
this Transacton or other third perty transactions entared
Into by Buyer lo hedga itg Intereet rats risk with raspect
to thie Transactian {any such transaction a “Replacament
Trangaction™), as such amount is caloulated by the Buver
an a pericdle (up lo daily) basia.

The Replacemaent Velus shell be (i) a negative amount, if
Buyer would recalve considsration from the third party in
cannaction with such Replecement Transaction, and (I)
& positive smount, If Buysr would pay consideration {a
the third panty In connection with such Replacament
Transacilon.

The Buysr and Seller aproe as jong as no Default or
Evaent of Default has oecumad pursusnt (o tha Masier
Repurchase Agreement, that if as of any business day
the egoregale nutatending margin dellvary raquliremants
of Seiler with respact {o this Transaction and each of the
ofher repurchase trensactions betwesn Lahman and
Cliant {the “Aggregale Cutstanding Collateral
Reguiremsent®) represent In the aggregats jsss than
$1,000,000 (*Minimum Transfer Amount?), Cllent will nat
be raquired to deliver Additional Purchased Securitles
with respset ko this Tranaactian until the Aggrepate
Qutstanding Collstera! Raguirement exceets such
Minimum Transfer Amount. Lehmean Brothers' obligation
lo ratum any axcess coliateral would be subjeet to the
same Minimum Transfor Amount.

In connection with ths nagotiston of, the entering Into this Transactlan hereunder Seller acknowledges
and agrees that: (1) Buyar lg acting for /1§ own account and is not ecling ss a fiduclary for, or a fimanckal or
investment advisor to Saelfer {or in any slmilar capaeity); (i) Sellar is not rslying wpen any communications (whether
written or oral) from Buyer as Invesiment advice or as & mcommendation to enter into this Transaction (other than
tha repraeasntations expressly et forth in the Agresmsnt), it baing underatood that Information end sxplanations
related 10 the terms end canditfons of the Trangaction shall nof he congldaraed investment advice or 8
recommendation wr gnter into the Transaction; (it} Beller has nol racalved frorm Buyer any aesurance or guarantse
&s tn tha expactad rasults of the Trensactian; and () Seller has consulled with e own legal, reguiatory, tax,
hugineas, investmant, financial, and sccouniing agvisors to the extant it has desmed nacessary, end It has masoe

Westhk tntarn'l 85 156,doc
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its owny independent invasiment, hedging, and lrading declalons based upon ils own judgment and upon any
acivice from such sdvisors as it hag deomad necossary and not upon eny view axpressed try Buyer.

Any waiver of the condilions get forth In this Letisr Agreement shalf bs In writing end no walvar of any such
condition with respact fo any Trensaction shall constiule a walver thereof with respect to any other Transactfen.
No fellura or delay on tha parnt of Buyer or Saller In exsrcising any right hereunder shail operate as a walver of
such right.

If you ngreo with the foregaing, plaasa sign end return the enclosed copy hereof, whereupon this Lelter
Agreement shall become e binding sgreemsant batwaen Buyer end Seller.

Very truly yours,

AGREED TO AND ACCEPTED: LEHMAN BROTHERS INC.

WESTERNBANK PHERTO RICQ INTERNATIONAL as Buysr -

ag Selter / M

By £ M Mg 7\/‘ /{ // By: .
Name: Freddy Maliohado | ~ Name: Robert E. Gugllelmo -
Tivs; Chief Fingnrlal Officar Tiva: Benlar Vice President

Westbk Internl 35 156.dec Paga¢ofd
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Lehman Brothers
As of August 28, 2001

Mr. Freddy Maldonado

Chief Financial Officer
WesternBank Puerto Rico

19 W, McKinley Street
Mayaguez, Puerto Rico 00680
787-834-8000 x2301

A 77 EXHIBIT 21

Depo eg&t .
éﬂa{e Rptf}'— ‘.,

WWi DEPOBOOK.COM

Dear Mr, Maldonado:

We refer to the Master Repurchase Agreement and annexes attached thereto (the “Agreement”), dated as of
February 23, 1998 between WesternBank Puerto Rico (“Client” or “Seller”) and the undersigned, Lehman Brothers
Inc. ("Lehman” or "Buyer”) governing the Transactions entered into from time to time by Client and Lehman, and
the Letter Agreement dated as of September 8, 2000 detailing a $200,000,000 Transaction with a final
Repurchase Date of October 1, 2010 (the “Prior Transaction”). This Letter Agreement (which constitutes, as to
the Transaction described below, a “Confirmation” pursuant to the Agreement) (1) terminates the Prior
Transaction as of October 1, 2001, and (2) confirms the agreement between Client and Lehman to enter into the
Transaction described herein, all subject to the terms and conditions of this Letter Agreement and the

TRANSACTION TERMS set forth herein.

Al capitalized terms used and not defined herein will have the respective meanings ascribed 1o them in the
Agreement. The Agreement is hereby incorporated herein and made a part hereaf, and provisions thereof shall
be deemed to constitute additional terms of this Letter Agreement as if set forth in full herein. If there Is any
conflict between the terms of the Agreement or any automaled confirmation that is sent out with respect to this
Transaction and this Letter Agreement, the terms of this Letter Agreement shall control. A Business Day shall be
any day other than a day on which banks in New York City are authorized or required by law to close or other than
a day Lehman is closed for business.

Without limiting any of the provisions hereof, the parties hereto confirm that the representations and
warranties in Section 19 of the Agreerment regarding the nature of this Transaction shall apply and remain in full
force and affect. The Seller further represents that Transactions hereunder are qualified financial contracts under

FIRREA,

On the Purchase Date, as defined below, respecting this Transaction, Lehman, as Buyer, shall purchase
from Client, as Seller, Securities at the Purchase Price provided below in TRANSACT!ON TERMS, such
Purchased Securities shall have a Market Value on the Purchase Date equal o the product of the Applicable
Margin Percentage multiplied by the Purchase Price.

Notwithstanding the foregoing, either party may terminate the Transaction hereunder upon the occurrence of
an Event of Default by the cther party pursuant to the Agreement

TRANSACTION TERMS

"Purchase Date” Qctober 1, 2001

"Repurchase Date" Qctober 1, 2016; provided however that Buyer at its sole
aption, (a) upon three (3) Business Day’s notice to Seller,
may accelerale the Repurchase Date to any 1st day of
January, April, July and October which is on or after
January 1, 2003, and if any such date is not a Business
Day, then the next occurring Business Day; and (b) may

Westbk34.doc
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Purchase Price

Purchased Securities/Additional Purchased
Securities/Substitute Securilies

‘Applicable Margin Percentage

Regulatory Minimum

Mark-to-Market

Pricing Rate

Payment Dates

Additional Default Provision

Replacement Value Percentage
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accelerate the Repurchase Date to any Business Day in
accordance the terms of Paragraph F of Annex 1A 1o the
Agreement.

$200,000,000.

U.S, Agency Securities: fixed rate, fixed rate callable,
only, No more than 10 CUSIPs at any one time.
Additional Purchased Securities provided to meet a
Margin Deficit must meet collateral substitution
guidelines, Cash will not be acceptable as Purchased
Securities, Additional Purchased Securities or Substitute
Securilies. Subsiitute Securities may be similar or
higher quality colleleral than the original Purchased
Securities, :

The greater of (i) One hundred and five percent (105%)
plus the Replacement Value Percentage (as defined
below) (which may be a positive or negative number) and
(i} the Regulatory Minimum (as defined below).

The margin percentage required by legal or regulatory
authorities, such as the New York Stock Exchange, the
NASD, the SEC or the Federal Reserve Board, for such
Purchased Securities in such Repurchase Transaction as
determined by Lehman and applied in the ardinary
course of its securities repo business.

Dally, or as otherwise determined by Lehman.

10/1/01 - 8/30/02; 5.85%
10/1/02 - 9/30/03: 6.00%
10/1/03 - 9/30/04; 6.05%
10/1/04 ~ 9/30/13: 6.48%
10/1/13 - 10/1/16: 6.75%
(based upon actual number of days in a 360 day year).

The 1st day of each January, April, July, and December,
On each Payment Date through 7/1/16, Seller shall pay
to Buyer an amount equal to the accrued and unpaid
Price Differential; on the Repurchase Date, Seller shall
pay Buyer an amount equal to the accrued and upaid
Purchase Price plus the unpaid Price Differential.

Section 11(g) of the Agreement is amended by deleting
the period at the end of the section and by inserting:

", and (iv) where Seller is the defaulting party, the cost of
unwinding the interest rate structure of the Transaction
{including without limitation any loss or cost that would be
incurred as a result of its terminating, liquidating,
obtaining or reestablishing any hedge or related trading
position)."

As of any date of determination means an amount
calculated by Buyer as a percentage equal to (i) the
Replacement Value as of such date of determination as
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calculated by Buyer, divided by (ii) the Repurchase Price
as of such date of determination.

An amount equal to the net amount that the Buyer would
receive from a third party or the Buyer would have to pay
a third party, as consideration for Buyer and third party
entering into a repurchase transaction with the identical
Purchase Price, Pricing Rate, Purchased Securities,
Applicable Margin Percentage and Repurchase Price as
this Transaction (any such transaction a "Replacement
Transaction”), as such amount is calculated by the Buyer
on a pericdic (up to daily) basis.

Replacement Value:

The Replacement Value shall be (i) a negative amount, if
Buyer would receive consideration from the third party in
connection with such Replacement Transaction, and (i)
a positive amount, if Buyer would pay consideration to
the third party in connection with such Replacement
Transaction,

(n connection with the negotiation of, the entering into this Transaction hereunder Seller acknowledges
and agrees that: (i) Buyer is acting for its own account and is not acting as a fiduciary for, or a financial or
investment advisor to Seller (or in any similar capacity); (ii) Seller is not relying upon any cormmunications
(whether written or oral) from Buyer as investment advice or as a recommendation to enter into this Transaction
(other than the representations expressly set forth in the Agreement), it being understood that information and
explanations related to the terms and conditions of lhe Transaction shall not be considered investment advice or a
recommendation to enter into the Transaction; (ii) Seller has nol received from Buyer any assurance or guarantee
as to the expected results of the Transaction; and (iv) Seller has consulted with its own legal, regulatory, tax,
business, investment, financial, and accounting advisors to the extent it has deemed necessary, and it has made
its own independent investment, hedging, and trading decisions based upon its own judgment and upon any
advice from such advisors as it has deemed necessary and not upon any view expressed by Buyer,

Any waiver of the conditions set forth in this Letter Agreement shall be in writing and no waiver of any such
condition with respect to any Transaction shall constitute a waiver thercof with respect to any other Transaction.
No failure or delay on the part of Buyer or Seller in exercising any right hereunder shall operate as a waiver of
such right.

If you agree with the foregoing, please sign and return the enclosed copy hereof, whereupon this Letter
Agreement shall become a binding agreement between Buyer and Seller.

Very truly yours,

LEHMAN BROTHERS ING.

as Buyer

By: ﬂdv’/ W/Em‘,
Name: Robert H. Bing /
Title:  Vice President

AGREED TQ AND ACCEPTED:
WESTERNBANK PUERTOQ RICQ
as Seller

By: QA{Q ol *Néé

Name:  Freddy’Maidonado
Title: Chief Figanciaj Officer
Dated: Jf,_, Jj

Westbk34 . doc
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Fixed-Rate Step-Up Schedule;

Payment Date  Fixed Rate

0170172002 5830000
D4/0172002 5850000
07/01/2002 5.850000
10/0172602 5.850000
01/0172003 6.000000
04/012003 6.000000
07/01/2003 6.000000
10/01/2003 6.000000
01/012004 6.050000
04/0172004 6.050¢00
07/012004 6.050000
10042004 6.050000
01/03722005 6.480000
04/01/2005 6.480000
0710172005 6.480000
1070372005 6480000
0110272006 §.480000
04/0372006 6.480000
07/03/2006 £.480Q00
10/02/2006 6.480000
01/0122007 6.480000
04/02/2007 6480000
07/0272007 6.630000
VQ/01/2007 6480000
U1/012008 6,4830000
04/0 172008 6.480000
07/01/2008 6.480000
1012008 6480000
0170172009 6.450000
04/D 172009 6480000
07/0 172009 £,480000
1070172009 6440000
017012010 64B00V0
0470172010 6480000
07/01/2010 6480000
10/01/2010 6.480004
01/03/2011 6.480000
04017203 1 6480000
07/01/2011 & 4R0000
10037201} 6.480000
D1/02/2012 6480000
04/02/2012 6480000
0102/2012 6.480000
170172012 6480000
0170372013 6.480000
0410172013 6.4R0000
07012013 6480000
10/01/2013 6.4R0000
017012014 6.750000
04/017201 4 6.750000
07/01/2014 6750000
10/0172014 6,750000
01/0172015 6.750000
04/01/201§ 6.750000
07/0172015 6.750000
10/01/201 5 6.750000
0110172016 6750000 ' !
0470172016 §,750000
07/01/2016 6.750000
1010372016 6.750000

The above s Tor Information purpgses ool "gng \s not on offer or solicitation for the purchase or sake of any fngncial Instrument nor 8 confinmatian of
terms. The Information Is belleved to be 1 Wable but neitner Lehman Brothers nar 60y of s assoiated COmpPANIEs warrant of give eny rcpreSEnauon
and are subject to change without notie, Prier 1o entering

23 to Its camplictonass, relisbility, or accur icy, Prices and avallatiiity are indicattves only
regurding the tax, accounting, ar [eqol ospects of this information, Generalty all

IM ey dervotive transaction you Shoukl :onsult your own sdvizors
TPansarTaNS IMvoive (he risk of 3GVerse OF unantdpsled markel developments, nsx of counterparty defkult, risk of MQuIdky and other simitar risks,
Trading or investing in Intarest rate deriva jvas can result in substantisl risk gird unlimited Josses.




