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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

I re: PROMESA
THE FINANCIAL OVERSIGHT AND MANAGEMENT Title TIT
BOARD FOR PUERTO RICO,

Case No. 3:17-bk-03283 (LTS)
as representative of

intly A inist
THE COMMONWEALTH OF PUERTO RICO, ef al., (Jointly Administered)

Debtors.
In re:
THE FINANCIAL OVERSIGHT AND MANAGEMENT Il)“ilce) %IE SA
BOARD FOR PUERTO RICO,

as representative of Case No. 3:17-bk-03566 (LTS)

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED

Adversary No.
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE- ADVERSARY COMPLAINT

FORREST MULTI-STRATEGY, LLC (SERIES B),

' The Debtors in these Title Il cases, along with each Debtor’s Bankruptcy Court case number

and last four (4) digits of each Debtor’s federal tax identification number are (i) The
Commonwealth of Puerto Rico (Bankr. Case No. 17-bk-3283 (LTS)) (Last Four Digits of
Federal Tax ID: 3481); (ii) The Employees Retirement System of the Government of the
Commonwealth of Puerto Rico (Bankr. Case No. 17-bk-3566 (LTS)) (Last Four Digits of
Federal Tax ID: 9686); (iii) Puerto Rico Sales Tax Financing Corporation (Bankr. Case No.
17-bk-3284 (LTS)) (Last Four Digits of Federal Tax ID: 8474); (iv) Puerto Rico Highways
and Transportation Authority (Bankr. Case. No. 17-bk-3567 (LTS) (Last Four Digits of
Federal Tax ID: 3808).
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OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE )
OPPORTUNITIES FUND IX (PARALLEL 2), L.P., )
OAKTREE VALUE OPPORTUNITIES FUND, L.P., )
OCHER ROSE, L.L.C., PUERTO RICO AAA )
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA )
PORTFOLIO BOND FUND II, INC., PUERTO RICO )
AAA PORTFOLIO TARGET MATURITY FUND, INC., )
PUERTO RICO FIXED INCOME FUND, INC., PUERTO )
RICO FIXED INCOME FUND II, INC., PUERTO RICO )
FIXED INCOME FUND III, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. II, PUERTO )
RICO INVESTORS TAX-FREE FUND III, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO
FUND II, INC., AND TAX-FREE PUERTO RICO

TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

)

)

)

)

)

)
THE COMMONWEALTH OF PUERTO RICO, THE ;
FINANCIAL OVERSIGHT AND MANAGEMENT )
BOARD OF THE COMMONWEALTH OF PUERTO )
RICO, THE PUERTO RICO FISCAL AGENCY AND )
FINANCIAL ADVISORY AUTHORITY, THE )
EMPLOYEES RETIREMENT SYSTEM OF THE )
GOVERNMENT OF THE COMMONWEALTH OF )
PUERTO RICO, GOVERNOR RICARDO ROSSELLO )
NEVARES in his official capacity as the Governor of the )
Commonwealth of Puerto Rico, RAUL MALDONADO in )
his official capacity as the Secretary of Treasury of the )
Commonwealth of Puerto Rico, )
)

)

)

Defendants.

X
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ADVERSARY COMPLAINT

TO THE HONORABLE COURT:

NOW COMES Plaintiffs Altair Global Credit Opportunities Fund (A), LLC, Andalusian
Global Designated Activity Company, Glendon Opportunities Fund, L.P., Mason Capital Master
Fund LP, Nokota Capital Master Fund, L.P., Oaktree-Forrest Multi-Strategy, LLC (Series B),
Oaktree Opportunities Fund IX, L.P., Oaktree Opportunities Fund IX (Parallel 2), L.P., Oaktree
Value Opportunities Fund, L.P., Ocher Rose, L.L.C., Puerto Rico AAA Portfolio Bond Fund,
Inc., Puerto Rico AAA Portfolio Bond Fund II, Inc., Puerto Rico AAA Portfolio Target Maturity
Fund, Inc., Puerto Rico Fixed Income Fund, Inc., Puerto Rico Fixed Income Fund II, Inc., Puerto
Rico Fixed Income Fund III, Inc., Puerto Rico Fixed Income Fund IV, Inc., Puerto Rico Fixed
Income Fund V, Inc., Puerto Rico GNMA & U.S. Government Target Maturity Fund, Inc.,
Puerto Rico Investors Bond Fund I, Puerto Rico Investors Tax-Free Fund, Inc., Puerto Rico
Investors Tax-Free Fund, Inc. II, Puerto Rico Investors Tax-Free Fund III, Inc., Puerto Rico
Investors Tax-Free Fund IV, Inc., Puerto Rico Investors Tax-Free Fund V, Inc., Puerto Rico
Investors Tax-Free Fund VI, Inc., Puerto Rico Mortgage-Backed & U.S. Government Securities
Fund, Inc., SV Credit, L.P., Tax-Free Puerto Rico Fund, Inc., Tax-Free Puerto Rico Fund II, Inc.,
and Tax-Free Puerto Rico Target Maturity Fund, Inc., by and through their attorneys, and
respectfully state, allege and pray as follows:

PRELIMINARY STATEMENT

1. This is an action for declaratory judgment, equitable relief, and damages brought
pursuant to 28 U.S.C. §§ 2201 and 2202, 11 U.S.C. § 105(a), and Rules 57 and 65 of the Federal
Rules of Civil Procedure for the purpose of determining a substantial and actual controversy

between the parties.
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2. Plaintiffs are owners of secured bonds issued by the Employees Retirement
System of the Government of the Commonwealth of Puerto Rico (the “ERS”) in 2008. The
proceeds of these bonds (the “ERS Bonds™ or the “Bonds”) were used to pay benefits to retirees
and to reduce the ERS’s unfunded accrued actuarial liabilities. The ERS Bonds were granted
collateral that included, among other things, all employer contributions from Puerto Rico
government employers (including municipal employers, public corporations and the central
government of Puerto Rico) and the ERS’s legal right to receive those contributions. The
collateral pledged to support the ERS Bonds was sufficient to service the interest on the Bonds
for the life of the bond issue and to repay the principal amount of the Bonds in full at maturity.
Indeed, just months ago, in prior litigation, the ERS, the Commonwealth, and the Financial
Oversight and Management Board of the Commonwealth of Puerto Rico (“Oversight Board” or
the “Board”) asserted that the Bonds are oversecured.

3. In June 2017, the Puerto Rico legislature passed, and the Oversight Board
adopted, Joint Resolution 188. Joint Resolution 188 requires the ERS to liquidate its assets for
distribution to the Commonwealth General Fund, and directs participating employers to make
future employer contributions to the Commonwealth General Fund, rather than the ERS.
Although the ostensible purpose of Joint Resolution 188 was to address the pension system’s
lack of liquidity, this could have been accomplished more directly by simply increasing
employer contributions to the ERS within the existing statutory framework. The purpose and
effect of Joint Resolution 188 was to strip the ERS of its assets and to divert the ERS’s employer
contributions away from the reach of plaintiffs, all of which was pursued with the purpose of

evading the ERS’s obligations to plaintiffs.
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4. In this action, plaintiffs seek a determination that they remain secured creditors of
the ERS and/or the Commonwealth notwithstanding Joint Resolution 188, or, in the alternative, a
declaration that the diversion of plaintiffs’ collateral violated several provisions of the United
States and Puerto Rico Constitutions. In particular, because the enactment of Joint Resolution
188 violated the ERS Title III automatic stay, it was void ab initio. But even if Joint Resolution
188 was not void ab initio, the Puerto Rico Uniform Commercial Code provides that a lien
follows collateral transferred without the consent of the secured creditor, and thus continues in
any property received by the Commonwealth pursuant to Joint Resolution 188. For these
reasons, plaintiffs remain secured creditors of the ERS and/or the Commonwealth
notwithstanding Joint Resolution 188.

5. In the alternative, if Joint Resolution 188 was effective in stripping the ERS of its
assets and diverting the ERS’s employer contributions away from the reach of plaintiffs without
compensation, such actions violated the Takings and Contracts Clauses of the United States and
Puerto Rico Constitutions. As a result of defendants’ actions, plaintiffs are entitled to, among
other things, a claim for just compensation that cannot be impaired in any Title III plan of
adjustment or order confirming a Title III plan of adjustment. And because plaintiffs were
oversecured at all relevant times, this unimpairable claim equals the full principal amount of the
ERS Bonds, together with all interest accrued to the date of payment.

THE PARTIES

6. Plaintiff Altair Global Credit Opportunities Fund (A), LLC is a limited liability
company organized and existing under the laws of Delaware with its principal place of business

located at 1888 Century Park East, Los Angeles, CA 90067-1702.
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7. Plaintiff Andalusian Global Designated Activity Company is a designated activity
company limited by its shares incorporated under the laws of Ireland located at 70 Sir John
Rogerson’s Quay, Dublin 2, Ireland.

8. Plaintiff Glendon Opportunities Fund, L.P. is a limited partnership organized and
existing under the laws of the Cayman Islands located at Ugland House, South Church Street,
Grand Cayman, Cayman Islands, KY1-1104.

9. Plaintiff Mason Capital Master Fund, LP is a limited partnership organized and
existing under the laws of the Cayman Islands located at PO Box 309, Ugland House, George
Town KY1-1104.

10.  Plaintiff Nokota Capital Master Fund, L.P. is a limited partnership organized and
existing under the laws of Cayman Islands with its principal place of business at 1330 Avenue
of the Americas, 26th Floor, New York, NY 10019.

11.  Plaintiff Oaktree-Forrest Multi-Strategy, LLC (Series B) is a limited liability
company organized and existing under the laws of Delaware with its principal place of business
at 333 South Grand Avenue, 28th Floor, Los Angeles, CA 90071.

12.  Plaintiff Oaktree Opportunities Fund IX, L.P. is a limited partnership organized
and existing under the laws of the Cayman Islands with its principal place of business located at
333 South Grand Avenue, 28th Floor, Los Angeles, CA 90071.

13.  Plaintiff Oaktree Opportunities Fund IX (Parallel 2), L.P. is a limited partnership
organized and existing under the laws of the Cayman Islands with its principal place of business

at 333 South Grand Avenue, 28th Floor, Los Angeles, CA 90071.
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14. Plaintiff Oaktree Value Opportunities Fund, L.P. is a limited partnership
organized and existing under the laws of the Cayman Islands with its principal place of business
at 333 South Grand Avenue, 28th Floor, Los Angeles, CA 90071.

15.  Plaintiff Ocher Rose, L.L.C. is a Delaware limited liability company located at
P.O. Box 1226, New York, NY 10150.

16.  Plaintiff Puerto Rico AAA Portfolio Bond Fund, Inc. is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at American
International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.

17.  Plaintiff Puerto Rico AAA Portfolio Bond Fund II, Inc. is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at American
International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.

18.  Plaintiff Puerto Rico AAA Portfolio Target Maturity Fund, Inc. is a corporation
organized and existing under the laws of Puerto Rico with its principal place of business at
American International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico
00918.

19.  Plaintiff Puerto Rico Fixed Income Fund, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at American
International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.

20.  Plaintiff Puerto Rico Fixed Income Fund II, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at American

International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.
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21.  Plaintiff Puerto Rico Fixed Income Fund III, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at American
International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.

22.  Plaintiff Puerto Rico Fixed Income Fund IV, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at American
International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.

23.  Plaintiff Puerto Rico Fixed Income Fund V, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at American
International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto Rico 00918.

24.  Plaintiff Puerto Rico GNMA & U.S. Government Target Maturity Fund, Inc. is a
corporation organized and existing under the laws of Puerto Rico with its principal place of
business at American International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto
Rico 00918.

25.  Plaintiff Puerto Rico Investors Bond Fund I is an investment trust organized and
existing under the laws of Puerto Rico with its principal place of business at Banco Popular
Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.

26.  Plaintiff Puerto Rico Investors Tax-Free Fund, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at Banco Popular
Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.

27.  Plaintiff Puerto Rico Investors Tax-Free Fund, Inc. II is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at Banco Popular

Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.
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28.  Plaintiff Puerto Rico Investors Tax-Free Fund III, Inc. is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at Banco Popular
Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.

29.  Plaintiff Puerto Rico Investors Tax-Free Fund IV, Inc. is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at Banco Popular
Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.

30.  Plaintiff Puerto Rico Investors Tax-Free Fund V, Inc. is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at Banco Popular
Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.

31.  Plaintiff Puerto Rico Investors Tax-Free Fund VI, Inc. is a corporation organized
and existing under the laws of Puerto Rico with its principal place of business at Banco Popular
Center, Suite 1112, 209 Munoz Rivera Avenue, Hato Rey, Puerto Rico 00918.

32.  Plaintiff Puerto Rico Mortgage-Backed & U.S. Government Securities is a
corporation organized and existing under the laws of Puerto Rico with its principal place of
business at American International Plaza, 10th Floor, 250 Munoz Rivera Ave., San Juan, Puerto
Rico 00918.

33.  Plaintiff SV Credit, L.P. is a limited partnership organized and existing under the
laws of Delaware located at 1209 Orange Street, Wilmington, New Castle County, Delaware
19801.

34.  Plaintiff Tax-Free Puerto Rico Fund, Inc. is a corporation organized and existing
under the laws of Puerto Rico with its principal place of business at American International Plaza

Building, 10th Floor, 250 Munoz Rivera Avenue, San Juan, Puerto Rico 00918.
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35.  Plaintiff Tax-Free Puerto Rico Fund II, Inc. is a corporation organized and
existing under the laws of Puerto Rico with its principal place of business at American
International Plaza Building, 10th Floor, 250 Munoz Rivera Avenue, San Juan, Puerto Rico
00918.

36.  Plaintiff Tax-Free Puerto Rico Target Maturity Fund, Inc. is a corporation
organized and existing under the laws of Puerto Rico with its principal place of business at
American International Plaza Building, 10th Floor, 250 Munoz Rivera Avenue, San Juan, Puerto
Rico 00918.

37.  Defendant The Commonwealth of Puerto Rico is a United States territory subject
to the laws of the United States and the plenary jurisdiction of Congress.

38.  Defendant Oversight Board is an entity created pursuant to the Puerto Rico
Oversight, Management, and Economic Stability Act (“PROMESA”) to assist the
Commonwealth, including instrumentalities, in managing its public finances, and for other
purposes.

39.  Defendant The Puerto Rico Fiscal Agency and Financial Advisory Authority
(“AAFAF”) is an entity created pursuant to the Puerto Rico Emergency Moratorium and
Financial Rehabilitation Act, P.R. Act No. 21-2016, for the purpose of acting as fiscal agent,
financial advisor and reporting agent of the Commonwealth, its agencies, instrumentalities,
subdivisions, public corporations and municipalities.

40.  Defendant the ERS is a trust created by the Legislature of the Commonwealth of
Puerto Rico to provide pension and other benefits to employees of the government of the
Commonwealth, members and employees of the Legislature, and employees of certain

municipalities and public corporations in Puerto Rico.

-10 -
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41.  Defendant Ricardo Rossell6 Nevares is the Governor of the Commonwealth of
Puerto Rico and is being sued in his official capacity.

42.  Defendant Raul Maldonado is the Secretary of Treasury of the Commonwealth of
Puerto Rico and is being sued in his official capacity.

JURISDICTION AND VENUE

43, This action arises under the United States Constitution, the Puerto Rico
Constitution, 42 U.S.C. § 1983, and 48 U.S.C. § 2126. This Court has federal subject matter
jurisdiction pursuant to 28 U.S.C. § 1331 because this action arises under the United States
Constitution and federal statutes. This Court has supplemental jurisdiction pursuant to 28 U.S.C.
§ 1367 over claims arising under the Puerto Rico Constitution because they are so related to the
claims in the action within the Court’s original jurisdiction that they form part of the same case
or controversy under Article III of the United States Constitution.

44. This Court also has jurisdiction over all claims and causes of action in this
adversary proceeding pursuant to 48 U.S.C. § 2166(a)(2) because they are “related to” the above-

captioned Title III cases.

45. This action is an actual controversy within the jurisdiction of this Court under 28
U.S.C. § 2201.
46. This Court has personal jurisdiction over all of the Defendants pursuant to 48

U.S.C. § 2166(c)

47. Venue is properly laid in this district pursuant to 28 U.S.C. § 1391(b) because it is
the judicial district in which a substantial part of the events giving rise to the claims herein
occurred. Venue is also proper under 48 U.S.C. § 2167 because this adversary proceeding is

brought in a Title III case.

-11 -
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48. This Court may provide declaratory relief, injunctive relief, and damages pursuant
to 28 U.S.C. §§ 2201 and 2202, 11 U.S.C. § 105(a), and Federal Rules of Civil Procedure 57 and
65.

FACTUAL ALLEGATIONS

I. THE ERS

A. The ERS Enabling Act

49. The ERS is a trust created by Act No. 447 of May 15, 1951 of the Legislature of
the Commonwealth (the “ERS Enabling Act”) to provide pension and other benefits to officers
and employees of the Commonwealth, members and employees of the Legislature, and officers
and employees of certain public corporations and municipalities of the Commonwealth.
3L.P.R.A. §761. The ERS was established as an independent, self-governing entity separate
from the Commonwealth and from the Commonwealth’s agencies and instrumentalities.
3 L.P.R.A. § 775. The ERS Enabling Act provided that the ERS is to be governed by an eleven-
member Board of Trustees, which is responsible for setting policy for, and overseeing the
operations of, the ERS. Id.

50. The ERS Enabling Act gave the Board of Trustees blanket authorization to incur
debt on behalf of the ERS and to secure such debt with the ERS’s assets. Specifically, it
authorized the Board of Trustees to “seek a loan from any financial institution of the
Government of the Commonwealth of Puerto Rico or the Federal Government of the United
States of America or through the direct placement of debts, securing said debt with the assets of
the [ERS].” 3 L.P.R.A. § 779(d).

B. Emplover Contributions

51. The ERS is funded by employer contributions, employee contributions, and

investment earnings on its undistributed funds. Employer contributions are the largest

-12 -
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component of this income stream, and they constitute a legal asset of the ERS. The ERS has a
statutory right to receive these employer contributions, and employers are required by statute to
make them.

52. The ERS receives employer contributions both from the Commonwealth and from
various municipalities within, and public corporations of, the Commonwealth. = The
Commonwealth is responsible for approximately 59 percent of the employer contributions the
ERS receives, while municipalities and public corporations account for the rest.

53. By statute, employer contributions must be sufficient to maintain the actuarial
integrity of the ERS—i.e., they must cover the difference between the total cost of benefits
provided by the ERS and administrative costs, reduced by contributions made by employees
themselves. One type of employer contribution is based on a percentage of payroll. During the
2016-17 fiscal year, each employer was obligated to contribute a minimum of 15.525 percent of
the compensation regularly received by eligible employees on a monthly basis. 3 L.P.R.A.
§ 787f. These amounts increased annually. Id.

54. The critical importance of employer contributions to the ERS, and the ERS’s
authority to enforce its rights, are reflected in a series of provisions in the ERS Enabling Act.
For example, an employer’s failure to pay timely its contributions to the ERS may be punishable
as a misdemeanor. 3 L.P.R.A. § 781a(e), (f). If an employer’s contributions to the ERS are in
arrears for more than 30 days, the ERS’s claim to those contributions has priority over any other
outstanding debt of that employer. Id. § 781a(h). If a municipality does not make its employer
contributions to the ERS, the ERS has the power to intercept or garnish the municipality’s
property tax revenues. Id. § 781a(g). If agencies, public corporations, and instrumentalities of

the Commonwealth fail to make employer contributions, the ERS is authorized to issue a

-13 -



Case:17-03283-LTS Doc#:767 Filed:07/27/17 Entered:07/27/17 10:43:37 Desc: Main
Document Page 14 of 39

certificate of debt for immediate payment of the arrearages from the Department of Treasury. /d.
§ 781a(h). The ERS also is entitled to receive interest on these delinquent contributions. Id.

I1. THE COMMONWEALTH’S FAILURE TO FUND THE ERS

55. The underfunding facing the ERS is nothing new. To the contrary, it is the result
of the Commonwealth’s decades of underfunding, its enactment of politically opportunistic
benefit increases without allocating the funds to pay for them, and its repeated failure to address
the growing pension problems despite many warnings. The Commonwealth’s failure to make
even the payments required by law has forced the ERS to exhaust its assets, including the
proceeds of the 2008 bond issuance, in order to make pension payments to retirees.

56. The ERS’s funding problems result in part from the original design of the ERS.
As originally designed, the pension benefit payments owed by the ERS were fixed by the ERS
Enabling Act and did not depend on the amount of contributions made by employers/employees
or actuarial/economic changes that affected the ERS’s funding level. Although the law
contemplated that additional contributions might be necessary to maintain a proper funding level,
for decades the Commonwealth has not made the employer contributions required by law.

57. The Commonwealth compounded these problems when it passed a series of
“special laws” between 1960 and 2013 that increased pension benefits without providing for
mandatory increased contributions to pay for them. These “special laws” included a summer
bonus, a medication bonus, a Christmas bonus, contributions to health insurance plans, certain
other minimum pension benefits, certain other minimum death benefits, cost of living
allowances, and certain additional death and disabilities benefits. The cost of the benefits

granted by these special laws was at least $212 million per year in 2013.

? See Act of Apr. 4, 2013, No. 3-2013 (Statement of Motives).

-14 -
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58.  Facing a significant underfunding and lacking the necessary support from the
Commonwealth, the ERS in 2008 sought to address its financial problems by issuing pension
funding bonds (discussed more fully below). This financing led to an infusion of $3 billion in
much-needed cash into the ERS, in exchange for the ERS’s promise to make principal and
interest payments to the bondholders. These obligations, in turn, were secured by liens on,
among other things, the employer contributions the ERS was entitled to receive.

59.  Even this amount proved insufficient to solve the ERS’s funding problems. By
2011, the ERS’s actuaries were issuing warnings to the Commonwealth about the ERS’s lack of
funds. Rather than taking responsible steps to address the ERS’s dire situation, the
Commonwealth enacted politically expedient, superficial remedies. For example, through Act
No. 116-2011, the Commonwealth enacted a staggered increase of employer contributions from
10.275% in 2011 to 21% by 2021. But according to the ERS’s actuaries, this staggered increase
in employer contributions was not sufficient to meet the ERS’s cash flow needs, let alone reduce
the ERS’s actuarial deficit.’ Then, in 2013, the Commonwealth enacted Act No. 3-2013, which,
among other things, sought to freeze certain pension benefits and to require the Commonwealth
to make additional contributions to reduce the ERS’s actuarial deficit. Once again, however, the
Commonwealth failed to make the payments required of it by law. As a result of this chronic
underfunding, the ERS has never built a surplus of assets and instead has continued to use
employer contributions to pay current benefits.

III. PENSION FUNDING BONDS ISSUED BY THE ERS

A. The ERS Bond Resolution

60. The ERS issued bonds pursuant to the authority of a resolution (the “ERS Bond

Resolution”) of its Board. See Pension Funding Bond Resolution (Jan. 24, 2008) (attached as

3 See id.

-15 -
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Exhibit A). It is the ERS Bond Resolution that governs the contractual relationship between the
ERS and plaintiffs with respect to the ERS Bonds, specifies the times and amounts of payment of
interest and repayment of principal, and sets forth the collateral the ERS provided as security for
payment.

61. The ERS Bond Resolution constitutes a valid, binding contract between the ERS
and holders of ERS Bonds. ERS Bond Resolution § 102. It affirms that the ERS Bonds are
valid, legally binding obligations of the ERS, id. §§ 201, 705.

B. Issuance of the ERS Bonds

62. The ERS issued bonds on the following dates:
a. “Series A” Bonds totaling $1,588,810,799.60 on January 31, 2008.
b. “Series B” Bonds totaling $1,058,634,613.05 on June 2, 2008.
c. “Series C” Bonds totaling $300,202,930 on June 30, 2008.
63.  Most of the ERS Bonds were sold to individual residents of the Commonwealth
and to local businesses.
64.  All of the bond issues’ net proceeds (after costs of issuance and required reserves)
were used to pay benefits to retirees or invested to provide for future benefit payments.
65.  As of February 2017, the aggregate principal amount of the interest-bearing ERS
Bonds plus the accreted® value of the zero coupon or capital appreciation ERS Bonds totaled

approximately $3,156,000,000.

* The accreted value of the capital appreciation ERS Bonds refers to the accrued portion
of the face amount.

> Government of Puerto Rico: Puerto Rico Fiscal Agency and Financial Advisory
Authority, Fiscal Plan for Puerto Rico, at 26 (March 13, 2017), https://junta.pr.gov/wp-
content/uploads/wpfd/50/58¢c71815e¢9d43.pdf.

-16 -
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66.  Plaintiffs together are beneficial holders of approximately $2 billion of these
Bonds.

C. The “Pledged Property”

67. The foundation of the ERS bond transaction was an extensive security package
necessary to protect the investment made by holders of ERS Bonds. Without this security
package, it would have been impossible for the ERS to sell the Bonds in the first place.

68.  The collateral underlying the security package was called “Pledged Property.”
The ERS Bond Resolution defined Pledged Property to include:

a. all “Revenues,” including, among other things, all employer contributions
received by the ERS or the Fiscal Agent “and any assets in lieu thereof or
derived thereunder which are payable to [the ERS] pursuant to [the ERS
Enabling Act]”;

b. all “right, title, and interest of [the ERS] in and to” the “Revenues” and
“all rights to receive the same”;

c. the funds, accounts, and subaccounts held for the benefit of bondholders;

d. any and all other rights and personal property of every kind pledged and
assigned by the ERS for additional security; and

e. “any and all cash and non-cash proceeds, products, offspring, rents and
profits from any of the Pledged Property,” including, “without limitation,
those from the sale, exchange, transfer, collection, loss, damage,
disposition, substitution or replacement of” such property.

ERS Bond Resolution § 501 & Exh. B, VI-33, VI-36, VI-37.
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69.  The security interests in and liens on the Pledged Property are “valid and binding
as against all parties having claims of any kind in tort, contract or otherwise against the [ERS],
irrespective of whether such parties have notice thereof.” Id. § 501.

70. The Pledged Property was required to be and, as of the commencement of the
PROMESA Title III case for the ERS on May 21, 2017 was, free and clear of any other pledge,
lien, charge, or encumbrance. Id. § 705.

71. The ERS was required to use the Pledged Property to make timely principal and
interest payments on the ERS Bonds before it spent or used any of the funds for any other
purpose. Id. §§ 501, 701, & Exh. B, VI-36.

72. To assure that the Pledged Property would remain available to secure the Bonds,
the Bond Resolution explicitly required the ERS to pursue all available legal remedies to collect
employer contributions that were delinquent or inadequate. /d. §§ 701, 709.

73. The Oversight Board, the ERS, and the Commonwealth have previously asserted

that the ERS Bonds are oversecured.®

6 See, e.g., Brief of Amicus Curiae Fin. Oversight and Mgmt. Bd. for Puerto Rico in
Support of Respondents-Appellees Urging Affirmance of the District Court Order in Altair
Global Credit Opportunities Fund (A), L.L.C. , et al. v. Governor Alejandro Garcia Padilla, et
al., No. 16-2433, ECF No. 65, at 18 (1st Cir. Dec. 23, 2016) (“The [ERS Bondholders] have a
substantial equity cushion as a result of the reserve accounts and the perpetual revenue
streams.”); Respondent Employees Retirement System of the Government of the Commonwealth
of Puerto Rico’s Brief in Opposition to Motion for Relief from the PROMESA Automatic Stay
in Altair Global Credit Opportunities Fund (A), L.L.C. , et al. v. Governor Alejandro Garcia
Padilla, et al., No. 16-cv-2696, ECF No. 52, at 10-11 (Oct. 26, 2016) (“[T]he security interests
held by the ERS Bondholders provide them with future protection more than sufficient to address
any concern, real or imagined.”); Respondents’ Brief in Opposition to Motion for Relief from the
PROMESA Automatic Stay in Altair Global Credit Opportunities Fund (4), L.L.C., et al. v.
Governor Alejandro Garcia Padilla, et al., No. 16-cv-2696, ECF No. 53, at 18 (“Given its size
and indefinite duration, the security interest provides Movants with the adequate protection they
purport is required to ensure payment on their bonds, certainly through the expiration of the
PROMESA stay and, indeed, for as long as the bonds remain outstanding.”).
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D. Transfer of Contributions to Fiscal Agent

74. The ERS Bond Resolution established the mechanism by which the employer
contributions were to be accounted for, deposited, and distributed. The ERS Bond Resolution
provided that a “Fiscal Agent” would be responsible for administering these matters. At all
relevant times, the Bank of New York Mellon has served as the Fiscal Agent.

75. The ERS Bond Resolution requires the ERS to transfer employer contributions to
the Fiscal Agent on the last business day of each month. Id. § 504. By the next business day, the
Fiscal Agent must deposit the employer contributions into the “Revenue Account,” except in
limited circumstances not relevant here. /d. Monies in the Revenue Account are to be applied,
in order of priority, (a) to an account to make debt service on senior bonds, (b) to a reserve
account for senior bonds, (c) to an account to make debt service on subordinated bonds, (d) to a
reserve account for subordinated bonds, () to pay operating expenses, and (f) to a general
reserve account. /d. The Fiscal Agent is then responsible for making timely interest and
principal payments to ERS Bondholders from these accounts. Id. § 505(4), (5).

IV. THE PUERTO RICO OVERSIGHT, MANAGEMENT, AND ECONOMIC
STABILITY ACT (“PROMESA”)

76.  On June 30, 2016, Congress passed PROMESA. The stated purpose of
PROMESA was to “establish an Oversight Board to assist the Government of Puerto Rico,
including instrumentalities, in managing its public finances, and for other purposes.” H.R. 5278,
114th Cong. (2016) (preamble).

77. The enactment of PROMESA automatically triggered an initial stay of creditor
remedies against the Commonwealth and its instrumentalities, modeled on the Bankruptcy

Code’s automatic stay. 48 U.S.C. § 2194. The stay began on June 30, 2016, and initially lasted
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until February 15, 2017, but the Oversight Board extended the stay until May 1, 2017, at the
Commonwealth’s request. Id. § 2194(d),

78.  On August 3, 2016, plaintiffs requested that the ERS provide adequate protection
of their security interests in and liens on the Pledged Property while the initial automatic stay
was in effect. By letter dated August 16, 2016, the ERS denied that request. In response,
plaintiffs filed a motion before this Court to lift the initial PROMESA stay on the ground that
plaintiffs’ liens were not adequately protected. The ERS and the Commonwealth opposed the
motion, arguing, among other things, that plaintiffs were adequately protected because of their
“valid and enforceable liens over hundreds of millions of dollars of ERS revenue, which [would]
continue to grow.”” This Court agreed that plaintiffs were entitled to adequate protection but
concluded that plaintiffs were adequately protected by the stream of employer contributions to
the ERS. On appeal, the United States Court of Appeals for the First Circuit ruled that plaintiffs
were entitled to a hearing on whether their interests were adequately protected during the initial
PROMESA stay, expressing doubts about the constitutionality of any action by the
Commonwealth or the ERS that would eliminate the employer contributions or take the ERS’s
assets without compensating plaintiffs.

V. TITLE III CASES

79. Title III of PROMESA authorized the Oversight Board to file a petition to
restructure the debts of a government instrumentality in a court-supervised adjustment process

similar to Chapter 9 of the Bankruptcy Code.

7 Respondent Employees Retirement System of the Government of the Commonwealth of
Puerto Rico’s Brief in Opposition to Motion for Relief from the PROMESA Automatic Stay in
Altair Global Credit Opportunities Fund (4), L.L.C. , et al. v. Governor Alejandro Garcia
Padilla, et al., No. 16-cv-2696, ECF No. 52, at 10 (Oct. 26, 2016); see also Respondents’ Brief
in Opposition to Motion for Relief from the PROMESA Automatic Stay in Altair Global Credit
Opportunities Fund (A), L.L.C. , et al. v. Governor Alejandro Garcia Padilla, et al., No. 16-cv-
2696, ECF No. 53, at 5 (Oct. 26, 2016) (Commonwealth’s brief making similar statements).
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80.  On May 3, 2017, the Oversight Board approved and certified the filing of a
PROMESA Title III petition for the Commonwealth.®

81. On May 21, 2017, the Oversight Board approved and certified the filing of a
separate PROMESA Title III petition for the ERS.’

82.  PROMESA incorporates the automatic stay provisions of § 362 of the Bankruptcy
Code. Pursuant to these provisions, the filing of the ERS Title III case on May 21, 2017,
operated as a stay against all efforts by any person (including the Commonwealth) to obtain or
exercise control over property of the ERS. That automatic stay has remained in effect during all
times relevant to this action.

VI. JOINT RESOLUTION FOR OTHER ALLOCATIONS FOR FISCAL YEAR 2017-
2018 (“JOINT RESOLUTION 188”)

83. The Puerto Rico legislature passed Joint Resolution 188'° on June 25, 2017, and

the Oversight Board adopted it on behalf of the Governor on June 30, 2017."!

¥ Financial Oversight and Management Board, Oversight Board Certifies Title III Filings
(May 3, 2017), https://juntasupervision.pr.gov/wp-content/uploads/wpfd/49/590a09096cd13.pdf.

? Financial Oversight and Management Board for Puerto Rico, Oversight Board Certifies
Title III Filings (May 22, 2017), https://juntasupervision.pr.gov/wp-
content/uploads/wpfd/49/5923379dd9dfc.pdf.

1% An unofficial English translation of Joint Resolution 188 is attached as Exhibit B. The
official Spanish version is available at https://juntasupervision.pr.gov/wp-
content/uploads/wpfd/50/59591daabd5eb.pdf.

" The Oversight Board adopted House Resolution 186, House Resolution 187, and
House Resolution 188 as part of the Commonwealth’s budget pursuant to §§ 202(d)(2) and
202(e)(3) of PROMESA. The Board “deemed” the budget, along with the various resolutions,
“to be approved by the Governor and the Legislature” and “in full force and effect beginning on
July 1, 2017.” Exhibit A to Letter from Financial Oversight and Management Board to
Governor Rosselld, at 2 (June 30, 2017), https://juntasupervision.pr.gov/wp-
content/uploads/wpfd/50/59591daabd5eb.pdf. House Resolution 186 and House Resolution 187
address other matters related to the Commonwealth’s budget, but they also include the full text
of House Resolution 188. To avoid repetition, the Complaint refers to House Resolution 188
only.
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84. The ostensible purpose of Joint Resolution 188 was to address the pension
system’s lack of liquidity and insolvency and the need for increased funding to pay benefits
owed by the ERS to retirees. This could have been accomplished, however, simply by increasing
employer contributions to the ERS within the existing statutory scheme. Nevertheless, the
Oversight Board required the Commonwealth to draft Joint Resolution 188 to bypass the ERS
entirely and instead require employers to make increased employer contributions directly to the
Commonwealth General Fund. The actual purpose and purported effect of Joint Resolution 188,
then, was to confiscate plaintiffs’ constitutionally-protected property interests in Pledged
Property.

85. In addition, Joint Resolution 188 ordered the ERS to sell its assets and to transfer
the net cash proceeds, in addition to any available funds, into the Puerto Rico Treasury
Secretary’s account as part of the General Fund for fiscal year 2017-2018 to make benefit
payments to pensioners. Joint Resolution 188 §§ 1, 2, 3.

86.  Joint Resolution 188 also provides in relevant part that:

a. the Commonwealth would assume any payments that Puerto Rico’s
retirement systems, including the ERS, could not make;

b. the ERS would continue to meet its obligations to beneficiaries and
pensioners by contributing its available funds and any funds arising from
its asset sales to the Commonwealth’s General Fund;

c. the Commonwealth, its public corporations, and its municipalities would

stop making employer contributions to the ERS;
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d. AAFAF would establish procedures so that the Commonwealth, its public
corporations, and its municipalities would make employer contributions to
the Commonwealth.

Id. § 4.

87.  No consideration was provided to the ERS or the ERS Bondholders in exchange
for the collateral transferred to the Commonwealth’s General Fund.

88.  Joint Resolution 188 was approved by the Puerto Rico legislature pursuant to the
fiscal plan approved and certified by the Oversight Board. Id. § 4.

89.  No emergency justified the stripping of the ERS’s assets. The ERS’s inability to
pay beneficiaries was both foreseeable and avoidable. It was caused by the Commonwealth’s
chronic underfunding of the ERS and its failure to establish and pay sufficient employer
contributions to ensure the ERS’s ability to make payments to pension beneficiaries over a
period of many years.

90.  Moreover, there is no evidence that the ERS lacks sufficient resources to comply
with its debt service obligations as originally scheduled. Employer contributions include not
only those of the central government, but those of public corporations and municipalities. Public
corporations and municipalities are responsible for approximately 41 percent of employer
contributions, and those contributions alone are sufficient to fully service the ERS Bonds.

91.  Even if the Commonwealth’s past failures to address the ERS’s funding level
require it to now make changes, less drastic and lawful measures are available. There is no
reason why the Commonwealth could not have raised employer contributions through the
existing statutory structure and continued to direct employer contributions to the ERS for

payment to beneficiaries. Rather, the only reason the Commonwealth and the Oversight Board
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enacted Joint Resolution 188 was to evade the ERS’s obligation to make payments on the ERS
Bonds and to deprive plaintiffs of their constitutionally protected property interests.

92. Moreover, stripping the ERS of its assets certainly will not help the ERS to meet
its obligations. Rather, the Commonwealth and the Oversight Board enacted Joint Resolution
188 for the purpose of providing the Commonwealth with additional funds to meet its proposed
plan to distribute $900 million to its own creditors in a plan of adjustment. Thus, not only did
the Commonwealth enact Joint Resolution 188 to deprive plaintiffs of their constitutionally
protected property, it did so to advantage itself at the expense of the ERS.

93. Nor does Joint Resolution 188 spread the burden of restoring the
Commonwealth’s fiscal health across various sectors of society. Rather, it deprives the ERS of
the ability to pay its creditors, including plaintiffs, and instead allows the Commonwealth to use
ERS assets to make debt service payments to Commonwealth creditors. The Commonwealth’s
fiscal plan, moreover, contemplates that pension beneficiaries will receive 90% of the amount
they are owed while ERS Bondholders will receive pennies on the dollar. This, in effect,
reverses the priorities established by the statutory and contractual provisions governing the ERS
and the ERS Bonds.

FIRST CLAIM FOR RELIEF

Request for a Declaration that Joint Resolution 188 Violated the ERS Automatic Stay, Was
Void Ab Initio, and Cannot Be Implemented

94, Plaintiffs reallege and incorporate by reference the allegations of paragraphs 1
through 93 above.

95. The ERS is an independent, self-governing entity separate from the
Commonwealth and from the Commonwealth’s agencies and instrumentalities. 3 L.P.R.A.

§ 775.
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96. Pursuant to 11 U.S.C. § 362(a), made applicable to the ERS Title III case by 48
U.S.C. § 2161(a), the commencement of the ERS Title III case operated as an automatic stay of
any actions by third parties “to obtain possession of property of the [ERS] or of property from
the [ERS] or to exercise control over property of the [ERS].” 11 U.S.C. § 362(a)(3).

97.  Actions taken in violation of the automatic stay are void ab initio.

98.  Joint Resolution 188 purports to (i) require the ERS to liquidate its assets and
transfer the proceeds to the Commonwealth; and (ii) divert employer contributions to which the
ERS has a statutory right away from the ERS to the Commonwealth.

99. The enactment of Joint Resolution 188 was an action by the Commonwealth to
obtain possession of property of the ERS and from the ERS, and to exercise control over
property of the ERS.

100. Joint Resolution 188 was enacted by the Commonwealth after the commencement
of the ERS Title III case.

101. The Commonwealth is a third party to the ERS that owes payment obligations to
the ERS.

102. The Commonwealth violated the ERS automatic stay when it passed Joint
Resolution 188.

103. Joint Resolution 188 is therefore void ab initio and cannot be implemented.

SECOND CLAIM FOR RELIEF

Request for a Determination of Secured Status in the ERS Title I1l Case Pursuant to 11
U.S.C. § 506(a)

104. Plaintiffs reallege and incorporate by reference the allegations of paragraphs 1

through 103 above.
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105.  Section 506(a)(1) of the Bankruptcy Code, 11 U.S.C. § 506(a), made applicable to
the ERS Title III Case by § 301 of PROMESA, 48 U.S.C. § 2161, provides that “[a]n allowed
claim of a creditor secured by a lien on property in which the [debtor] has an interest . . . is a
secured claim to the extent of the value of such creditor’s interest in the estate’s interest in such
property.”

106. Pursuant to the ERS Bond Resolution, plaintiffs possess valid, perfected security
interests in and liens on the Pledged Property.

107. Because Joint Resolution 188 violated the automatic stay, it is void ab initio.

108.  The ERS therefore retains full ownership rights in the Pledged Property, including
any Pledged Property in possession of the Commonwealth pursuant to Joint Resolution 188.

109. The value of the property subject to plaintiffs’ valid, perfected liens is greater than
the value of plaintiffs’ claims against the ERS.

110.  Therefore, pursuant to 11 U.S.C. § 506(a)(1), plaintiffs are secured creditors to
the full extent of their claims against the ERS.

THIRD CLAIM FOR RELIEF

Request for a Determination of Secured Status in the Commonwealth Title I1I Case Pursuant
to11 U.S.C. § 506(a)

111. Plaintiffs reallege and incorporate by reference all of the allegations set forth in
paragraphs 1 through 110 above.

112.  Section 506(a)(1) of the Bankruptcy Code, 11 U.S.C. § 506(a), made applicable to
the ERS Title III Case by § 301 of PROMESA, 48 U.S.C. § 2161, provides that “[a]n allowed
claim of a creditor secured by a lien on property in which the [debtor]| has an interest . . . is a
secured claim to the extent of the value of such creditor’s interest in the estate’s interest in such

property.”
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113.  Pursuant to the ERS Bond Resolution, the ERS granted plaintiffs valid, perfected
security interests in and liens on the Pledged Property.

114. The ERS bondholders’ liens extend to the “proceeds” of Pledged Property,
including the proceeds of employer contributions previously received by the ERS as well as the
proceeds of the ERS’s right to receive future employer contributions.

115. The Puerto Rico Uniform Commercial Code (both in 2008 and today) provides
that “[a] security interest or agricultural lien continues in collateral notwithstanding sale, lease,
license, exchange, or other disposition thereof unless the secured party authorized the disposition
free of the security interest or agricultural lien,” and also that “a security interest attaches to any
identifiable proceeds of collateral.” 19 L.P.R.A. § 2265(a); see also 19 L.P.R.A. § 2106(2)
(2008) (“[A] security interest continues in collateral notwithstanding sale, exchange or other
disposition thereof unless the disposition was authorized by the secured party in the security
agreement or otherwise, and also continues in any identifiable proceeds including collections
received by the debtor.”). Nothing contained in PROMESA alters, amends, or preempts these
laws.

116. Joint Resolution 188 orders the ERS to “sell [its] assets and to transfer the net
cash proceeds, in addition to any available fund[s], into the Treasury Secretary’s account.” Joint
Resolution 188 § 2. The “assets” and “fund[s]” of the ERS, and any cash proceeds resulting
from their sale, are the proceeds of past employer contributions or other Pledged Property and
are subject to plaintiffs’ liens on the Pledged Property. The sale of the ERS’s assets and transfer
of its funds is a “disposition” of plaintiffs’ collateral.

117. Joint Resolution 188 also orders non-Commonwealth public employers (such as

municipalities and public corporations) to cease paying employer contributions to the ERS and

-7 -



Case:17-03283-LTS Doc#:767 Filed:07/27/17 Entered:07/27/17 10:43:37 Desc: Main
Document Page 28 of 39

instead to make these payments to the Commonwealth’s General Fund. The ERS’s “right to
receive” employer contributions from these non-Commonwealth public employers is subject to
plaintiffs’ liens on the Pledged Property, and Joint Resolution 188 has effectively transferred this
“right to receive” employer contributions from the ERS to the Commonwealth. This transfer of
the ERS’s “right to receive” employer contributions thus amounts to a “disposition” of plaintiffs’
collateral.

118.  Plaintiffs have not consented to these or any other dispositions of their collateral.

119. Defendants failed to act in good faith in causing the ERS to dispose of plaintiffs’
collateral to the Commonwealth for no consideration.

120.  Therefore, pursuant to 19 L.P.R.A. § 2106(2) (2008) and 19 L.P.R.A. § 2265(a)
(2017), if Joint Resolution 188 was not void ab initio, all assets or cash proceeds of the ERS
transferred to the Commonwealth and any future employer contributions made to the
Commonwealth’s General Fund remain subject to plaintiffs’ liens on the Pledged Property.

121. To the extent that the Commonwealth acquires property subject to plaintiffs’
liens, such acquisition gives rise to a secured claim in favor of the ERS bondholders against the
Commonwealth in its Title III case.

122.  The value of the property subject to plaintiffs’ valid, perfected liens is greater than
the value of plaintiffs’ claims against the Commonwealth.

123.  Therefore, pursuant to 11 U.S.C. § 506(a)(1), plaintiffs are secured creditors to

the full extent of their claims against the Commonwealth.
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FOURTH CLAIM FOR RELIEF

Request for a Declaratory Judgment That Any Transfer of Pledged Property Pursuant to Joint
Resolution 188 Will Result in an Unjust Enrichment of the Commonwealth

124. Plaintiffs reallege and incorporate by reference all of the allegations set forth in
paragraphs 1 through 123 above.

125. To the extent that Joint Resolution 188 transfers Pledged Property from the ERS
to the Commonwealth, it does so for the sole purpose of evading the ERS bondholders’ liens on
the Pledged Property and the ERS’s obligation to repay plaintiffs.

126. Defendants failed to act in good faith in purporting to transfer plaintiffs’ collateral
to the Commonwealth for no consideration through Joint Resolution 188.

127. Because Joint Resolution 188 is void ab initio, disposes of plaintiffs’ property
without their consent, and is unconstitutional, to the extent that the Commonwealth obtains
Pledged Property pursuant to Joint Resolution 188, the Commonwealth will be intentionally and
wrongfully holding property of plaintiffs without their consent, in violation of United States and
Puerto Rico law.

128. Plaintiffs are entitled to a declaration that any transfer of Pledged Property
pursuant to Joint Resolution 188 will result in an unjust enrichment of the Commonwealth at
plaintiffs’ expense.

FIFTH CLAIM FOR RELIEF

Request for a Declaratory Judgment That the Transfer of Plaintiffs’ Collateral Was Not for a
“Public Use” Within the Meaning of the United States and Puerto Rico Constitutions

129.  Plaintiffs reallege and incorporate by reference all of the allegations set forth in
paragraphs 1 through 128 above.
130. The Fifth Amendment to the United States Constitution provides that “private

property [shall not] be taken for public use, without just compensation.” U.S. Const. amend. V
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(the “U.S. Takings Clause”). The Takings Clause applies to the States, and the Commonwealth,
by virtue of Section 1 of the Fourteenth Amendment. See U.S. Const. amend. XIV, § 1.

131. Article II, Section 9 of the Puerto Rico Constitution provides that “[p]rivate
property shall not be taken or damaged for public use except upon payment of just compensation
and in the manner provided by law.” P.R. Const. art. 11, § 9 (the “P.R. Takings Clause™).

132.  Plaintiffs possess a constitutionally protected property interest in the form of
valid, perfected security interests in and liens on the Pledged Property.

133.  Joint Resolution 188 orders the ERS to “sell [its] assets and to transfer the net
cash proceeds, in addition to any available fund[s], into the Treasury Secretary’s account.” Joint
Resolution 188 § 2. The “assets” and “fund[s]” of the ERS, and any cash proceeds resulting
from their sale, are the proceeds of past employer contributions and are subject to plaintiffs’ liens
on the Pledged Property. Joint Resolution 188 therefore requires the ERS to transfer plaintiffs’
collateral to the Commonwealth.

134. Joint Resolution 188 also orders non-Commonwealth public employers (such as
municipalities and public corporations) to cease paying employer contributions to the ERS and
instead to make these payments to the Commonwealth’s General Fund. Joint Resolution 188
therefore effectively transfers plaintiffs’ collateral — i.e., the “right to receive” employer
contributions — from the ERS to the Commonwealth.

135.  Joint Resolution 188 provides no compensation of any kind for the transfers of
plaintiffs’ property to the Commonwealth.

136.  To the extent that Joint Resolution 188 is not void ab initio and plaintiffs’ liens do

not continue in the Pledged Property when transferred to the Commonwealth, the transfer of the
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ERS’s assets and the ERS’s “right to receive” employer contributions amounts to a “taking” of
plaintiffs’ collateral.

137. Joint Resolution 188, however, was not enacted for a “public purpose” within the
meaning of the U.S. and P.R. Takings Clauses. Rather, Joint Resolution 188 was enacted in
order to divert assets to the General Fund so that the Commonwealth can meet the $900 million
of debt service payments to other creditors contemplated in its fiscal plan and in order to pay
junior pension benefit creditors of the ERS rather than plaintiffs.

138.  Under the U.S. and P.R. Takings Clauses, defendants may not take property from
private parties unless the taking is for a “public use.” Taking property from senior creditors in
order to give it to junior creditors is not a “public use” within the meaning of the U.S. and P.R.
Takings Clauses.

139.  To the extent that Joint Resolution 188 is not void ab initio and plaintiffs’ liens
do not continue in any collateral transferred from the ERS to the Commonwealth, Joint
Resolution 188 violates the U.S. and P.R. Takings Clauses and cannot be implemented.

SIXTH CLAIM FOR RELIEF

Request for a Declaratory Judgment that Joint Resolution 188, On Its Face, Constitutes an
Unconstitutional Taking of Private Property Without Just Compensation in Violation of the
U.S. and P.R. Takings Clauses

140. Plaintiffs reallege and incorporate by reference the allegations of paragraphs 1
through 139 above.

141. The U.S. Takings Clause provides that “private property [shall not] be taken for
public use, without just compensation.” U.S. Const. amend. V. The U.S. Takings Clause applies
to the States, and the Commonwealth, by virtue of Section 1 of the Fourteenth Amendment. See

U.S. Const. amend. XIV, § 1.
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142. The P.R. Takings Clause provides that “[p]rivate property shall not be taken or
damaged for public use except upon payment of just compensation and in the manner provided
by law.” P.R. Const. art. II, § 9.

143. Plaintiffs possess a constitutionally protected property interest in the form of
valid, perfected security interests in and liens on the Pledged Property.

144. Joint Resolution 188 orders the ERS to “sell [its] assets and to transfer the net
cash proceeds, in addition to any available fund[s], into the Treasury Secretary’s account.” Joint
Resolution 188 § 2. The “assets” and “fund[s]” of the ERS, and any cash proceeds resulting
from their sale, are the proceeds of past employer contributions and are subject to plaintiffs’ liens
on the Pledged Property. Joint Resolution 188 therefore requires the ERS to transfer plaintiffs’
collateral to the Commonwealth.

145. Joint Resolution 188 also orders non-Commonwealth public employers (such as
municipalities and public corporations) to cease paying employer contributions to the ERS and
instead to make these payments to the Commonwealth’s General Fund. Joint Resolution 188
therefore effectively transfers plaintiffs’ collateral — i.e., the “right to receive” employer
contributions — from the ERS to the Commonwealth.

146. Joint Resolution 188 provides no compensation of any kind for the transfers of
plaintiffs’ property to the Commonwealth.

147. Plaintiffs are therefore entitled to a declaration that, to the extent (i) Joint
Resolution 188 is not void ab initio, (ii) plaintiffs’ liens do not continue in any Pledged Property
transferred to the Commonwealth pursuant to Joint Resolution 188, and (iii) taking the Pledged
Property to pay junior creditors qualifies as a “public use” within the meaning of the U.S. and

P.R. Takings Clauses, Joint Resolution 188, on its face, constitutes an unconstitutional taking of
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their Pledged Property without just compensation in violation of the U.S. and P.R. Takings
Clauses.

SEVENTH CLAIM FOR RELIEF

Request for a Declaration that Any Award of Just Compensation or Damages for Violation of
the Takings Clauses Cannot Be Impaired by a PROMESA Plan or an Order Confirming a
PROMESA Plan

148. Plaintiffs reallege and incorporate by reference the allegations of paragraphs 1
through 147 above.

149. Joint Resolution 188 violates the U.S. and P.R. Takings Clauses by taking
plaintiffs’ property without providing just compensation.

150. If Joint Resolution 188 is implemented, Plaintiffs will be entitled to an award of
damages and/or just compensation for these constitutional violations.

151. Because plaintiffs were oversecured at all times relevant to this action, the amount
of just compensation required for the taking of plaintiffs’ collateral pursuant to Joint Resolution
188 is no less than the principal amount of the ERS Bonds and any and all interest accruing
thereon until the date compensation is paid.

152. Impairing plaintiffs’ constitutional claims in a Title III plan would violate the
Fifth and Fourteenth Amendments to the United States Constitution and Article II of the Puerto
Rico Constitution.

153. Plaintiffs are therefore entitled to a declaration that any award of just
compensation or damages for violation of the U.S. and P.R. Takings Clauses cannot be impaired

by a PROMESA plan of adjustment or an order confirming a PROMESA plan of adjustment.
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EIGHTH CLAIM FOR RELIEF

Request for a Declaratory Judgment That Joint Resolution 188 Violates the Contracts Clauses
of the United States and Puerto Rico Constitutions

154. Plaintiffs reallege and incorporate by reference the allegations of paragraphs 1
through 153 above.

155. Article I, § 10 of the U.S. Constitution provides that “[n]o State shall . . . pass
any . . . Law impairing the Obligation of Contracts.” U.S. Const. art. I, § 10, cl. 1 (the “U.S.
Contracts Clause™).

156. Article II, § 7 of the Puerto Rico Constitution provides that “[n]o laws impairing
the obligation of contracts shall be enacted.” P.R. Const. art. II, § 7 (the “P.R. Contracts
Clause”).

157. The ERS Bond Resolution created a contractual relationship between the ERS and
plaintiffs. Plaintiffs relied on the ERS’s promises in the ERS Bond Resolution when they
acquired ERS Bonds.

158. Under Section 701 of the ERS Bond Resolution, plaintiffs have a contractual right
to timely payment of principal and interest by the ERS. Bond Resolution § 701 (“The [ERS]
shall duly and punctually pay or cause to be paid the principal of and premium, if any, on every
Bond and the interest thereon . . . .””). Moreover, under Section 501 of the ERS Bond Resolution,
plaintiffs have a contractual right and security interest in the Pledged Property.

159. Joint Resolution 188 requires the ERS to liquidate its assets and pay the proceeds
to the Commonwealth’s General Fund, and diverts the stream of employer contributions from the
ERS to the Commonwealth. Joint Resolution 188 thereby substantially impairs contractual

obligations of the ERS by depriving the ERS of the funds necessary to pay the principal and
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interest due to plaintiffs and by depriving plaintiffs of their rights and security interest in the
Pledged Property.

160. The impairment of the ERS’s contractual obligations is substantial. The ERS’s
obligation to make timely principal and interest payments was its central undertaking in the ERS
Bond Resolution, and the security interest in the Pledged Property the ERS granted the ERS
Bondholders was the foundation of the transaction. These promises substantially induced ERS
bondholders to purchase ERS Bonds, and without them, bondholders would not have invested in
ERS Bonds.

161. Joint Resolution 188’s substantial impairment of contractual obligations is neither
reasonable nor necessary to an important purpose of the Commonwealth government. The
ERS’s underfunding problem was both foreseeable and avoidable, and was caused by the
Commonwealth’s chronic underfunding of the ERS. There is also no evidence that the ERS
lacks sufficient resources to comply with its debt service obligations as originally scheduled.
And there is no reason that the increase in employer contributions enacted by Joint Resolution
188 could not have been accomplished within the existing statutory scheme, without eliminating
the ERS.

162. Nor does Joint Resolution 188 spread the burden of restoring the
Commonwealth’s fiscal health across various sectors of society. Rather, it deprives plaintiffs of
their property and ability to get repaid while enabling payments to the Commonwealth’s
creditors and to pension beneficiaries.

163. Neither PROMESA nor any other federal law authorizes or allows the
Commonwealth or the Court to impair contracts in the manner implemented by Joint

Resolution 188.
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164. The Commonwealth’s substantial impairment of the ERS’s contractual
obligations therefore constitutes a violation of the U.S. and P.R. Contracts Clauses and cannot be
implemented.

165. To the extent that Joint Resolution 188 is implemented, plaintiffs will suffer
damages in an amount equal to the principal owed to each of plaintiffs, plus the interest accrued
until the time of payment.

PRAYER FOR RELIEF

166. WHEREFORE, based on the above and foregoing, plaintiffs pray that this
Honorable Court enter an order:

a. Enforcing the automatic stay and declaring that Joint Resolution 188 was
void ab initio.

b. Determining that plaintiffs hold a secured claim to the full extent of their
allowed claim against the ERS.

c. Determining that plaintiffs hold a secured claim to the full extent of their
allowed claim against the Commonwealth.

d. Declaring that plaintiffs’ lien continues in any Pledged Property
transferred to the Commonwealth from the ERS.

e. Declaring that any transfer of Pledged Property to the Commonwealth
without plaintiffs’ consent pursuant to Joint Resolution 188 will result in
an unjust enrichment of the Commonwealth at plaintiffs’ expense.

f. Declaring that transfer of the Pledged Property from the ERS to the
Commonwealth pursuant to Joint Resolution 188 was not for a “public

use” within the meaning of the U.S. and P.R. Takings Clauses.
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g. Declaring that transfer of the Pledged Property from the ERS to the
Commonwealth pursuant to Joint Resolution 188, on its face, constitutes
an unconstitutional taking of private property without just compensation
within the meaning of the U.S. and P.R. Takings Clauses.

h. Declaring that any award of just compensation or damages for violation of
the U.S. and P.R. Takings Clauses cannot be impaired by a PROMESA
plan of adjustment or an order confirming a PROMESA plan of
adjustment.

i. Declaring that Joint Resolution 188 substantially interferes with plaintiffs’
contract rights with the ERS in violation of the U.S. and P.R. Contracts
Clauses.

j- Enjoining the implementation of Joint Resolution 188 and prohibiting any
defendant from transferring Pledged Property from the ERS to the
Commonwealth.

k. Imposing a constructive trust for the benefit of the ERS and plaintiffs on
any Pledged Property received by the Commonwealth pursuant to Joint
Resolution 188.

l. Awarding plaintiffs damages for any loss suffered pursuant to Joint
Resolution 188.

m. Awarding attorneys’ fees and costs incurred in prosecuting this action in
favor of plaintiffs.

n. Awarding any and all other relief as the Court deems just and proper in

these circumstances.
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Portfolio Bond Fund I, Inc., Puerto Rico
AAA Portfolio Target Maturity Fund, Inc.,
Puerto Rico Fixed Income Fund, Inc.,
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Target Maturity Fund, Inc., Puerto Rico
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Investors Tax-Free Fund, Inc., Puerto
Rico Investors Tax-Free Fund, Inc. 11,
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Appendix VI

EMPLOYEES RETIREMENT SYSTEM OF THE GOVERNMENT
OF THE COMMONWEALTH OF PUERTO RICO

PENSION FUNDING BOND RESOLUTION

Adopted on January 24, 2008
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BOND RESOLUTION

WHEREAS, Employees Retirement System of the
Government of the Commonwealth of Puerto Rico (the “System”)
is a trust created pursuant to Act 447 of May 15, 1951, as amended
(the “Act”), to provide pension and other benefits to retired
employees of the central government, municipalities and public
corporations of the Commonwealth of Puerto Rico;

WHEREAS, by virtue of the Act, the System has,
among others, the duties and powers

(i) to incur debt secured by the
assets of the System;

(ii) to receive and collect Employers’
Contributions;
(iii) to make contracts and to execute

all instruments necessary or convenient for the exercise
of any of its powers; and

(iv) to sue and be sued, complain and
defend in all courts of justice and administrative bodies;

WHEREAS, as of June 30, 2005, the System had an
unfunded liability of approximately $9.9 billion pursuant to the
System’s actuarial evaluation report;

WHEREAS, the System’s statutory right to receive
Employers’ Contributions is an obligation of the Employers and a
legal asset of the System;

WHEREAS, as a legal asset of the System, the
Employers’ Contributions may be pledged to secure the debt of the
System; and

WHEREAS, in order to decrease the unfunded liability
of the System, the System wishes to issue limited, non-recourse
obligations in the form of Bonds, payable solely from the Pledged
Property (as defined below), which includes the Employers’
Contributions; now, therefore,

BE IT RESOLVED by the Board of Trustees of the
System, as follows:

ARTICLE I
STATUTORY AUTHORITY

SECTION 101. Authority for this Resolution.
This Resolution is adopted pursuant to the provisions of the Act.

SECTION 102. Resolution to Constitute
Contract. In consideration of the purchase and acceptance of any
and all of the Bonds authorized to be issued hereunder by those
Persons who shall hold the same from time to time, this Resolution
shall be deemed to be and shall constitute a contract among the
System, the Owners from time to time of the Bonds and the
Ancillary Facility Providers; and the security interest created in
this Resolution and the covenants and agreements therein set forth
to be performed on behalf of the System shall be for the equal
benefit, protection and security of the Owners of any and all of the
Bonds and the Ancillary Facility Providers, all of which shall be of
equal rank without preference, priority or distinction of any of the
Bonds and Ancillary Facility Providers over any other thereof,
except as expressly provided in or permitted by this Resolution.

ARTICLE 11
AUTHORIZATION AND ISSUANCE OF BONDS

SECTION 201. Authorization of Bonds. The
System may issue hereunder one or more series of Bonds of the
System to be designated as “Pension Funding Bonds,” which
Bonds may be issued as hereinafter provided without limitation as
to amount except as is or may hereafter be provided in this
Resolution or in a Supplemental Resolution or as may be limited
by law. There is hereby further created by this Resolution, in the
manner and to the extent provided herein, a security interest and
lien on the Pledged Property to secure the full and timely payment
of the principal of and premium, if any, and interest on, all of the
Bonds issued pursuant to this Resolution or any Supplemental
Resolution. The Bonds shall be special obligations of the System
payable solely from the Pledged Property without recourse against
other assets of the System. The Commonwealth shall not be liable
for the Bonds or any Ancillary Bond Facility. Neither any Bond
nor any Ancillary Bond Facility shall constitute a debt of the
Commonwealth within the meaning of any constitutional
provision, or a pledge of the good faith and credit of the
Commonwealth or of the taxing power of the Commonwealth, and
the Commonwealth shall not be liable to make any payments
thereon, nor shall any Bond or any Ancillary Bond Facility be
payable out of any funds or assets other than the Pledged Property,
and the Bonds and each Ancillary Bond Facility shall contain a
statement to the foregoing effect.

SECTION 202.
of Bonds.

General Provisions for Issuance

1. The Bonds may, if and when
authorized by the System pursuant to one or more Supplemental
Resolutions, be issued in one or more Series, as Senior Bonds or
Subordinated Bonds, and the designation thereof, in addition to the
name ‘Pension Funding Bonds,” shall include such further
appropriate particular designations added to or incorporated in
such title for the Bonds of any particular Series as the System may
determine, including designations of Classes. Each Bond shall
bear upon its face the designation so determined for the Series to
which it belongs. Except as may be limited by applicable law,
Bonds of a Series may be issued in the form of Capital
Appreciation Bonds, Convertible Capital Appreciation Bonds,
Current Interest Bonds, Adjustable Rate Bonds, Option Bonds,
Fixed Tender Bonds, or any combination of the foregoing, or any
other type of Bond that may legally be issued by the System,
which in each case may include Serial Bonds or Term Bonds, or
any combination thereof.

2. Each Supplemental Resolution
authorizing or providing for the issuance of a Series of Bonds shall
also specify, except as may be limited by applicable law:

(i) the authorized
principal amount and designation of such Series of
Bonds;

(ii) the purpose or

purposes for which such Series of Bonds are being
issued, which shall be one or more of the following, to
the extent then permitted by applicable law and the
provisions of this Resolution: (a) to provide sufficient
funds in order to fund the System and decrease the
unfunded liability of the System; (b)to refund or
otherwise prepay any Bonds or other evidences of
indebtedness issued by the System; (c)to pay or
provide for the payment of Financing Costs, including
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but not limited to the costs of issuance; (d) to fund debt
service reserves and other reserve accounts; and/or
(e) for such other purposes as may be authorized by the
Act, as the same may be amended and then in effect.

(iii) the date or dates,
maturity date or dates and amounts of each maturity of
the Bonds of such Series;

(iv) the interest rate or
rates of the Bonds of such Series (which may include
variable, convertible or other rates, and zero interest
rate bonds), or the manner of determining such interest
rate or rates, and the interest payment dates of the
Bonds of such Series, and the date or dates on which
and the methods by which any such rates shall be
adjusted;

W) the type of Bonds to
be issued, including, but not limited to, Capital
Appreciation Bonds, Convertible Capital Appreciation
Bonds, Current Interest Bonds, Adjustable Rate Bonds,
Option Bonds, or Fixed Tender Bonds;

(vi) the designation of
Bonds of such Series as Senior Bonds or as
Subordinated Bonds;

(vii) the Record Date, if
any, which shall be the 15" day of the month preceding
the date of payment, whether or not a Business Day, if
no other Record Date is specified;

(viii) the denomination or
denominations of, and the manner of dating, numbering
and lettering, the Bonds of such Series;

(ix) if so determined by
the System, any Debt Service Reserve Requirement for
the Bonds of such Series, and the method of calculating
the same and funding thereof (which may be from Bond
proceeds);

(x) the place or places of
payment of the principal of and premium, if any, and
interest on the Bonds of such Series, or the method of
determining the same;

(xi) the Redemption Price
or Prices, and the Currency in which such Prices are
payable, if any, and, subject to the provisions of
Article IV, the redemption terms, if any, for the Bonds
of such Series (including but not limited to any notice
of redemption period other than as provided in
Section 406), provided that Bonds of any maturity for
which Sinking Fund Installments shall be established
pursuant to paragraph (xii) of this paragraph shall in
any event be redeemable, or payable at maturity, by
application of the Sinking Fund Installments for such
Bonds on the due dates of such Sinking Fund
Installments;

(xii) the amount of each
Sinking Fund Installment, or the method for
determining such amount, and due date of each Sinking
Fund Installment, if any, for Bonds of like maturity of
such Series;

(xiii) the amount, if any, or
the method for determining such amount, to be credited
to the Capitalized Interest Account, for capitalized
interest with respect to such Series of Bonds and
provisions for the application thereof to the payment of
all or a portion of the interest on such Series of Bonds
or any other Series of Bonds;

(xiv) the amount, if any, or
method of determining the costs of issuance to be
delivered to GDB at Closing;

(xv) if so determined by
the System, provisions for the application of any
moneys available therefor to the purchase or
redemption of Bonds of such Series and for the order of
purchase or redemption of such Bonds;

(xvi) if so determined by
the System, provisions for the sale of the Bonds of such
Series;

(xvii) provisions for the
execution and authentication of the Bonds of such
Series;

(xviii) the respective forms
of the Bonds of such Series and of the Fiscal Agent’s
certificate of authentication;

(xix) if Bonds of such
Series are Adjustable Rate Bonds that are not the
subject of a Qualified Hedge, the Maximum Interest
Rate for such Bonds;

(xx) if Bonds of such
Series are Option Bonds or Fixed Tender Bonds,
provisions regarding tender for purchase or redemption
thereof and payment of the purchase or Redemption
Price thereof, in the Currency in which the Bonds of
such Series are payable;

(xxi) if Bonds of such
Series are Capital Appreciation Bonds or Convertible
Capital Appreciation Bonds, provisions for including
the principal and interest portions of the Accreted
Amount in the calculation of accrued and unpaid and
accruing interest or Principal Installments for purposes
of the definition of Accrued Payment Obligation;

(xxii) if Bonds of such
Series are Adjustable Rate Bonds, Capital Appreciation
Bonds, Convertible Capital Appreciation Bonds or
Bonds hedged or to be hedged by a Qualified Hedge, or
the Supplemental Resolution authorizes a Qualified
Hedge on Bonds previously issued, provisions
specifying the method of calculating the Accrued
Payment Obligation with respect to such Adjustable
Rate Bonds, Capital Appreciation Bonds, Convertible
Capital Appreciation Bonds or the Bonds hedged or to
be hedged by such Qualified Hedge, as the case may be,
for purposes of the Debt Service Reserve Requirement
and the additional Bonds tests of Sections 204 and 708;

(xxiii) if so determined by
the System, modifications to the definition of Revenues
or Pledged Property applicable to the Bonds of such
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Series for the only purpose of adding resources to
Revenues or Pledged Property for the benefit of the
Bondowners;

(xxiv) deposits into Funds,
Accounts and Subaccounts as may be required or
permitted by this Resolution and not otherwise
provided for above;

(XxV) if such Bonds are not
payable in Dollars, the Foreign Currency or Currencies
or Currency Unit in which the Bonds of such Series
shall be denominated or in which payment of the
principal of (and/or premium, if any) and/or interest on
the Bonds of such Series may be made;

(xxvi) if the amount of
principal of (and premium, if any) or interest on the
Bonds of such Series may be determined with reference
to an index, including, but not limited to, an index
based on a Currency or Currencies other than that in
which the Bonds of such Series are denominated or
payable, or any other type of index, the manner in
which such amounts shall be determined;

(xxvii)  the book-entry-only
systems of registration to be chosen with respect to the
Bonds of such Series, and the procedures regarding
such registration and, if applicable, the rules and
regulations of the book-entry-only system depository;
and

(xxvii) any other provisions
deemed advisable by the System, not in conflict with
the provisions of this Resolution or the Act as each is
then in effect.

3. Except in the case of the Series A
Bonds being issued pursuant to the First Supplemental Resolution,
each Series of Bonds issued by the System must satisfy the
conditions contained in Section 708 in connection with the
issuance of additional Bonds or in Section 204 in connection with
the issuance of Refunding Bonds. Each Series of Bonds shall be
executed by the System for issuance under this Resolution and
delivered to the Fiscal Agent and thereupon shall be authenticated
by the Fiscal Agent and delivered to the System and upon the
receipt by the Fiscal Agent of:

(i) a copy of this
Resolution, certified by an Authorized Officer of the
System;

(ii) an Opinion of

Counsel to the effect that (A) the System has the right
and power under the Act, as amended to the date of
such opinion, to adopt the Resolution and the
Resolution has been duly and lawfully adopted by the
System, is in full force and effect and is valid and
binding upon the System and enforceable in accordance
with its terms, and no other authorization for the
Resolution is required; (B) the Resolution creates the
valid security interest for the benefit of the Owners of
the Bonds on the Pledged Property, subject only to the
provisions of the Resolution permitting the application
thereof to the purposes and on the terms and conditions
set forth in the Resolution; and (C) the Bonds of such
Series are valid and binding special, non-recourse
obligations of the System as provided in the Resolution,
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enforceable in accordance with their terms and the
terms of the Resolution (except insofar as the
enforceability thereof may be limited by bankruptcy,
moratorium, insolvency or other laws affecting
creditors’ rights or remedies theretofore or thereafter
enacted and may be subject to general principles of
equity (regardless of whether such enforceability is
considered in a proceeding in equity or at law), or other
customary exception), and entitled to the benefit of the
Resolution and of the Act, as amended to the date of
such opinion, and such Bonds have been duly and
validly authorized, executed and issued in accordance
with law, including the Act, as amended to the date of
such opinion, and in accordance with the Resolution;

(iii) a written order as to
the authentication and delivery of the Bonds of such
Series, signed by an Authorized Officer of the System;

(iv) a copy of the
Supplemental Resolution authorizing such Series,
certified by an Authorized Officer of the System;

W) a certificate of an
Authorized Officer of the System stating that (A) the
System is not in default in any material respect in the
performance of any of the terms, provisions or
covenants of this Resolution or any Supplemental
Resolution to be complied with or performed by the
System, and (B)the System has not violated the
provisions of Article VII of this Resolution; and

(vi) such further
documents as are required by the provisions of this
Section or Article IX or any Supplemental Resolution
adopted pursuant to Article IX.

SECTION 203. Special Provisions Concerning
Capital Appreciation Bonds and Convertible Capital Appreciation
Bonds.

Except as otherwise may be provided in a
Supplemental Resolution:

1. For  purposes  of
clause (ii) within the definition of “Outstanding” in this
Resolution, the principal amount of any Capital Appreciation Bond
or Convertible Capital Appreciation Bond, in reference to the
payment thereof at maturity, shall be deemed to equal its Maturity
Amount.

2. For purposes of the
definition of “Redemption Price” in this Resolution, the principal
amount of any Capital Appreciation Bond or Convertible Capital
Appreciation Bond shall be deemed to equal its Accreted Amount
as of the date of the intended redemption.

3. For  purposes  of
Sections 305, 307 and 308, the principal amount of any Capital
Appreciation Bond or Convertible Capital Appreciation Bond shall
be deemed to equal its Accreted Amount as of the date of the
intended exchange or substitution.

4. For  purposes  of
Section 406, the principal amount of any Capital Appreciation
Bond or Convertible Capital Appreciation Bond shall be deemed to
equal its Accreted Amount.
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5. For  purposes  of
Sections 501, 502, and 1103, and of all other provisions of this
Resolution relating to security for the Bonds or application of
assets which secure the Bonds, the principal amount of each
Capital Appreciation Bond or Convertible Capital Appreciation
Bond shall be deemed to equal its Accreted Amount as of the date
of the intended application of the subject assets.

6. For  purposes  of
Sections 1002, 1003, 1101, 1102, 1105 and 1106 and of all other
provisions of this Resolution relating to consents or directions
given by, or requests of, Owners of the Bonds, the principal
amount of each Capital Appreciation Bond or Convertible Capital
Appreciation Bond shall be deemed to equal its Accreted Amount
as of the most recent Accretion Date.

7. For  purposes  of
Section 1301, the principal amount of any Capital Appreciation
Bond or Convertible Capital Appreciation Bond payable upon the
maturity thereof shall be deemed to equal its Maturity Amount.

SECTION 204. Special Provisions for Refunding
Bonds.
1. Bonds of one or more Series may

be authenticated and delivered upon original issuance, subject to
the provisions and limitations of Section 202 and this Section, as
Refunding Bonds, and only for the purposes of creating economic
savings, restructuring debt service, modifying Resolution
covenants, and providing for more favorable debt terms, or any of
the foregoing or any other valid purpose of the System. Each
Supplemental Resolution authorizing a Series of Refunding Bonds
shall set forth that the purposes for which such Series is issued
include the payment or redemption of all or any part of the Bonds
of any one or more Series then Outstanding.

2. The Refunding Bonds of such
Series shall be authenticated and delivered by the Fiscal Agent
only upon receipt by the Fiscal Agent (in addition to the
requirements of Section 202) of:

(i) irrevocable
instructions to the Fiscal Agent, in form reasonably
satisfactory to it, to give due notice of the payment or
redemption of all the Bonds so to be refunded on a
payment or redemption date specified in such
instructions and the payment or redemption dates, if
any, upon which such Bonds are to be paid or
redeemed;

(ii) if the Bonds of a
Series to be refunded are to be paid or redeemed
subsequent to the forty-fifth day next succeeding the
date of authentication of the Refunding Bonds,
irrevocable instructions to the Fiscal Agent, to provide
notice in the manner provided in Section 1301 with
respect to the payment of such Bonds pursuant to such
Section 1301;

(iii) either (A) moneys or
(B) Defeasance Securities as shall be necessary to
comply with the provisions of paragraph3 of
Section 1301, which moneys and Defeasance Securities
shall be held in trust and used only as provided in
paragraph 3 of Section 1301; and

V14

(iv) a certificate of an
independent certified public accountant certifying that
(A) the amounts described in paragraph (iii) above are
sufficient, without any reinvestment, to pay or redeem
all of the Bonds to be refunded, and (B) the principal
and interest payable with respect to the Refunding
Bonds in each year while the Refunding Bonds are
Outstanding is less than the principal and interest
payable with the respect to the Bonds being refunded,
provided that the certificate of the independent certified
public accountant shall not be required to cover the
matters described in this clause (B) if the Refunding
Bonds are issued in compliance with the additional
Bonds test set forth in Section 708.

3. Refunding Bonds may be issued
upon compliance with Section 708 in lieu of compliance with this
Section.

SECTION 205. Delegation of Officers and
Committees. A Supplemental Resolution authorizing Bonds may
delegate to any Authorized Officer of the System the power to
issue Bonds from time to time in compliance with the provisions of
this Resolution and to fix the details of any such Bonds by a
certificate of such Authorized Officer. Any such action by an
Authorized Officer of the System shall be in writing. Each such
action by an Authorized Officer of the System with respect to any
Bonds shall be deemed to be part of the Supplemental Resolution
providing for such Bonds.

SECTION 206. Credit and Liquidity Facilities;
Rights of Credit Facility Providers.

1. In connection with any Bonds,
the System may obtain or cause to be obtained one or more Credit
Facilities or Liquidity Facilities and agree with the Credit Facility
Provider or Liquidity Facility Provider to reimburse such provider
directly for amounts paid under the terms of such Credit Facility or
Liquidity Facility, together with interest thereon; provided,
however, that no obligation to reimburse a Credit Facility Provider
or Liquidity Facility Provider shall be created, for purposes of this
Resolution, until amounts are paid under such Credit Facility or
Liquidity Facility.

2. Any Supplemental Resolution
may provide that (i) so long as a Credit Facility is in full force and
effect, and payment on the Credit Facility is not in default, the
Credit Facility Provider shall be deemed to be the sole Owner of
the Outstanding Bonds the payment of which such Credit Facility
secures when the approval, consent or action of the Owners of such
Bonds is required or may be exercised under this Resolution, or, in
the alternative, that the approval, consent or action of the Credit
Facility Provider shall be required in addition to the approval,
consent or action of the applicable percentage of the Owners of
Outstanding Bonds required by Section 1002 and following an
Event of Default, provided that no such approval, consent or action
of a Credit Facility Provider may be made or taken without the
approval, consent or action of the Owner of each Bond affected if
such approval, consent or action of such Owner otherwise would
be required by the second sentence of Section 1002, and (ii) in the
event that the principal, Sinking Fund Installments, if any, and
Redemption Price, if applicable, and interest due on any
Outstanding Bonds shall be paid in the Currency in which the
Bonds of such Series are payable under the provisions of a Credit
Facility, all covenants, agreements and other obligations of the
System to the Owners of such Bonds shall continue to exist and
such Bonds shall be deemed to remain Outstanding, and such
Credit Facility Provider shall be subrogated to the rights of such
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Owners in accordance with the terms of such Credit Facility.

SECTION 207. Qualified Hedges. The System
may enter into one or more Qualified Hedges in connection with
any Bonds (i) at the time of issuance of such Bonds, (ii) prior to
the issuance of such Bonds, in anticipation of the issuance thereof,
provided that payments by the System under the Qualified Hedges
do not commence until the date any Bonds to which such Qualified
Hedge of Qualified Hedges relate are expected to be issued, or
(iii) after the issuance of such Bonds.

SECTION 208. Parity Obligations and
Subordinate Obligations. For purposes of Articles V and XI, all
Parity Obligations and Subordinate Obligations shall specify, to
the extent applicable, the interest and principal components of such
Parity Obligations and Subordinate Obligations; provided,
however, that in the case of Qualified Hedges, scheduled payments
thereunder shall constitute the interest components thereof and
there shall be no principal components.

ARTICLE III
GENERAL TERMS AND PROVISIONS OF BONDS

SECTION 301. Medium of Payment; Form and

Date.

1. The Bonds shall be payable, with
respect to interest, principal and premium, if any, in Dollars or any
Currency which at the time of payment is legal tender for the
payment of public and private debts, as provided in the
Supplemental Resolution authorizing the issuance thereof.

2. The Bonds of each Series shall
be issued only in the form of fully registered Bonds without
coupons unless otherwise authorized by the Supplemental
Resolution authorizing the issuance thereof.

3. Each Bond shall be lettered and
numbered as provided in the Supplemental Resolution authorizing
the issuance thereof and so as to be distinguished from every other
Bond.

4. Bonds of each Series shall be
dated as provided in the Supplemental Resolution authorizing the
issuance thereof.

S. If so provided by the
Supplemental Resolution authorizing the issuance thereof, the
Bonds of a Series authorized to be issued by such Supplemental
Resolution may be issued in book entry form without definitive
Bonds delivered to each beneficial owner thereof.

SECTION 302. Legends. The Bonds of each
Series may contain or have endorsed thereon such provisions,
specifications and descriptive words not inconsistent with the
provisions of this Resolution as may be necessary or desirable to
comply with custom or otherwise, as may be determined by the
System prior to the authentication and delivery thereof.

SECTION 303. Execution and Authentication.

1. The Bonds shall be executed in
the name of the System by the manual or facsimile signature of an
Authorized Officer of the System and its seal (or a facsimile
thereof) shall be thereunto affixed, imprinted, engraved or
otherwise reproduced, and attested by the manual or facsimile
signature of its Secretary or an Assistant Secretary. In case any

one or more of the officers who shall have signed or sealed any of
the Bonds shall cease to be such officer before the Bonds so signed
and sealed shall have been authenticated and delivered by the
Fiscal Agent, such Bonds may, nevertheless, be authenticated and
delivered as herein provided, and may be issued as if the persons
who signed or sealed such Bonds had not ceased to hold such
offices. Any Bond of a Series may be signed and sealed on behalf
of the System by such persons as at the time of the execution of
such Bond shall be duly authorized or hold the proper office in the
System, although at the date borne by the Bonds of such Series
such persons may not have been so authorized or have held such
office.

2. The Bonds of each Series shall
bear thereon a certificate of authentication, in the form set forth in
the Supplemental Resolution authorizing such Bonds, executed
manually by the Fiscal Agent. Only such Bonds as shall bear
thereon such certificate of authentication shall be entitled to any
right or benefit under this Resolution and no Bond shall be valid or
obligatory for any purpose until such certificate of authentication
shall have been duly executed by the Fiscal Agent. Such
certificate of the Fiscal Agent upon any Bond executed on behalf
of the System shall be conclusive evidence that the Bond so
authenticated has been duly authenticated and delivered under this
Resolution and that the Owner thereof is entitled to the benefits of
this Resolution.

SECTION 304. Negotiability,  Transfer  and
Registry.  All Bonds issued under this Resolution shall be
negotiable, subject to the provisions for registration and

registration of transfer contained in this Resolution and in the
Bonds. So long as any of the Bonds shall remain outstanding, the
Fiscal Agent shall maintain and keep, at the Corporate Trust
Office, books for the registration and registration of transfer of
Bonds; and, upon presentation thereof for such purpose at said
office, the Fiscal Agent shall register or cause to be registered
therein, under such reasonable regulations as it or the Fiscal Agent
may prescribe, any Bond entitled to registration or registration of
transfer. So long as any of the Bonds remain Outstanding, the
Fiscal Agent shall also make all necessary provision to permit the
exchange of Bonds at the Corporate Trust Office.

SECTION 305.

Registration of Transfer of

Bonds.

1. The transfer of each Bond shall
be registrable only upon the books of the System, which shall be
kept for that purpose at the Corporate Trust Office, by the Owner
thereof in person or by his attorney duly authorized in writing,
upon surrender thereof together with a written instrument of
transfer duly executed by the Owner or his duly authorized
attorney. Upon the registration of transfer of any such Bond, the
System shall issue, and the Fiscal Agent shall authenticate, in the
name of the transferee a new Bond or Bonds of the same aggregate
principal amount, Series, maturity, and interest rate, as the
surrendered Bond.

2. The System and the Fiscal Agent
may deem and treat the person in whose name any Bond shall be
registered upon the books of the System as the absolute owner of
such Bond whether such Bond shall be overdue or not, for the
purpose of receiving payment of, or on account of, the principal or
Redemption Price, if any, of and interest on such Bond and for all
other purposes, and all such payments so made to any such Owner
or upon his duly authorized written order shall be valid and
effectual to satisfy and discharge the liability upon such Bond to
the extent of the sum or sums so paid, and neither the System nor
the Fiscal Agent shall be affected by any notice to the contrary.
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The System agrees to indemnify and save the Fiscal Agent
harmless from and against any and all loss, cost, charge, expense,
judgment or liability incurred by it, acting in good faith and
without gross negligence under this Resolution, in so treating such
Owner.

SECTION 306. Regulations with Respect to
Exchanges and Registration of Transfers. In all cases in which the
privilege of exchanging Bonds or registering transfers of Bonds is
exercised, the System shall execute and the Fiscal Agent shall
authenticate and deliver Bonds in accordance with the provisions
of this Resolution. All Bonds surrendered in any such exchanges
or registration of transfers shall forthwith be canceled by the Fiscal
Agent. For every such exchange or registration of transfer of
Bonds, whether temporary or definitive, the System or the Fiscal
Agent may make a charge sufficient to reimburse it for any tax, fee
or other governmental charge required to be paid with respect to
such exchange or registration of transfer, and, except (i) with
respect to the delivery of definitive Bonds in exchange for
temporary Bonds, (ii) in the case of a Bond issued upon the first
exchange or registration of transfer of a Bond or Bonds
surrendered for such purpose within 60 days after the first
authentication and delivery of any of the Bonds of the same Series,
or (iii) as otherwise provided in this Resolution, may charge a sum
sufficient to pay the cost of preparing each new Bond issued upon
such exchange or registration of transfer, which sum or sums shall
be paid by the person requesting such exchange or registration of
transfer as a condition precedent to the exercise of the privilege of
making such exchange or registration of transfer. Neither the
System nor the Fiscal Agent shall be required to register the
transfer of or exchange any Bonds called for redemption.

SECTION 307. Bonds Mutilated, Destroyed,
Stolen or Lost. In case any Bond shall become mutilated or be
destroyed, stolen or lost, the System shall execute, and thereupon
the Fiscal Agent shall authenticate and deliver, a new Bond of like
Series, maturity, and principal amount as the Bond so mutilated,
destroyed, stolen or lost or in exchange and substitution for such
mutilated Bond, upon surrender and cancellation of such mutilated
Bond or in lieu of and substitution for the Bond destroyed, stolen
or lost, upon filing with the Fiscal Agent evidence satisfactory to
the System and the Fiscal Agent that such Bond has been
destroyed, stolen or lost and upon furnishing the System and the
Fiscal Agent with indemnity satisfactory to it and complying with
such other reasonable regulations as the System and the Fiscal
Agent may prescribe and paying such expenses as the System and
Fiscal Agent may incur. All Bonds so surrendered to the Fiscal
Agent shall be canceled by it. Any such new Bonds issued
pursuant to this Section in substitution for Bonds alleged to be
destroyed, stolen or lost shall constitute original additional
contractual obligations on the part of the System, whether or not
the Bonds so alleged to be destroyed, stolen or lost be at any time
enforceable by anyone, and shall be equally secured by and
entitled to equal and proportionate benefits with all other Bonds
issued under this Resolution, in any moneys or securities held by
the System or the Fiscal Agent for the benefit of the Bondowners.

SECTION 308.
Temporary Bonds.

Preparation of Definitive Bonds;

1. Until the definitive Bonds of any
Series are prepared, the System may execute, in the same manner
as is provided in Section 303, and, upon the request of the System,
the Fiscal Agent shall authenticate and deliver, in lieu of definitive
Bonds, one or more temporary Bonds substantially of the tenor of
the definitive Bonds in lieu of which such temporary Bond or
Bonds are issued, in denominations or any multiples thereof
authorized by the System, and with such omissions, insertions and
variations as an Authorized Officer of the System may deem
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appropriate to temporary Bonds. The System at its own expense
shall prepare and execute and, upon the surrender of such
temporary Bonds for exchange and the cancellation of such
surrendered temporary Bonds, the Fiscal Agent shall authenticate
and, without charge to the Owner thereof, deliver in exchange
therefor definitive Bonds, of the same aggregate principal amount,
Series and maturity if any, as the temporary Bonds surrendered.
Until so exchanged, the temporary Bonds shall in all respects be
entitled to the same benefits and security as definitive Bonds
authenticated and issued pursuant to this Resolution.

2. All temporary Bonds surrendered
in exchange either for another temporary Bond or Bonds or for a
definitive Bond or Bonds shall be forthwith canceled by the Fiscal
Agent.

SECTION 309. Tender of Option Bonds or Fixed
Tender Bonds. Option Bonds or Fixed Tender Bonds which are
required to be delivered for redemption or purchase pursuant to the
provisions hereof or of the Supplemental Resolution authorizing
such Bonds shall be deemed surrendered for transfer even though
such Bonds have not been actually delivered by the Owners
thereof.

SECTION 310. Book-Entry-Only System.
Notwithstanding any other provision of this Resolution, the System
may employ one or more book-entry-only systems of registration
with respect to any Bonds, and the procedures regarding such
registration shall be set forth in a Supplemental Resolution and, if
applicable, the rules and regulations of the book-entry-only system
depository. Any provisions of this Resolution inconsistent with
book-entry-only Bonds, including but not limited to the manner in
which Bonds may be paid, shall not be applicable to such
book-entry-only Bonds.

ARTICLE IV
REDEMPTION OF BONDS

SECTION 401. Privilege of Redemption and
Redemption Price. Series of Bonds subject to redemption prior to
maturity pursuant to the Supplemental Resolution authorizing such
Series shall be redeemable, upon notice as provided in this
Article IV, at such times, at such Redemption Prices, in such
Currencies and upon such terms, in addition to and consistent with
the terms contained in this Article IV, as may be specified in such
Supplemental Resolution.

SECTION 402. Redemption at the Election of the
System. In the case of any redemption of Bonds otherwise than as
provided in Section 403, the System shall give written notice to the
Fiscal Agent of its election so to redeem, of the redemption date, of
the “CUSIP,” “ISIN” or other similar numbers (provided, however,
that the System and the Fiscal Agent shall not be liable for the
correctness of such numbers as contained in such notice), of the
Series, and of the aggregate principal amount (or Maturity
Amount, if applicable) of the Bonds of each maturity and interest
rate of such Series to be redeemed, which principal amount (or
Maturity Amount, if applicable) shall be determined by the System
in its sole discretion, subject to any limitations with respect thereto
contained in any Supplemental Resolution. Such notice shall be
given at least forty (40) days prior to the redemption date or such
shorter period as shall be acceptable to the Fiscal Agent. In the
event notice of redemption shall have been given as provided in
Section 406, except to the extent such notice shall state that such
redemption is conditioned upon the receipt by the Fiscal Agent of
moneys sufficient to pay the Redemption Price, in the Currency in
which the Bonds of such Series are payable, or upon the
satisfaction of any other condition or the occurrence of any other
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event as shall be stated in such notice, the System shall, prior to the
redemption date, pay or cause to be paid to the Fiscal Agent an
amount in cash and/or a principal amount of Investment
Obligations maturing or redeemable at the option of the holder
thereof not later than the date fixed for redemption which, in
addition to other moneys, if any, available therefor held by the
Fiscal Agent, will be sufficient to redeem on the redemption date at
the Redemption Price thereof, plus interest accrued and unpaid to
the redemption date, and in the Currency in which the Bonds of
such Series are payable, all of the Bonds (or portions thereof) to be
redeemed.

SECTION 403.
Sinking Fund Installments.

Redemption in Satisfaction of

1. In addition to the redemption of
Bonds pursuant to Sections 401 and 402 above, Term Bonds issued
pursuant to this Resolution shall be subject to mandatory
redemption by lot out of Sinking Fund Installments at a
Redemption Price equal to the principal amount (or Accreted
Amount, if applicable) thereof, in the Currency in which the Bonds
of such Series are payable, on the dates and in the amounts set
forth in the Supplemental Resolution pursuant to which such
Bonds were issued.

2. In the case of any redemption of
Bonds out of Sinking Fund Installments, the System shall, in the
case of each Sinking Fund Installment, give written notice to the
Fiscal Agent of (i) the date of such Sinking Fund Installment,
(ii) the unsatisfied balance of such Sinking Fund Installment
(determined as provided in Section 507) and (iii) the particular
Series and maturity of the Bonds then being redeemed out of such
Sinking Fund Installment. Such notice shall be given at least forty
(40) days prior to the date of such redemption, or such shorter
period as shall be acceptable to the Fiscal Agent.

3. The System shall, and hereby
covenants that it will, on or prior to 11:00 a.m. (New York City
time) on the date of such redemption, pay to the Fiscal Agent an
amount in cash which, in addition to other moneys, if any,
available therefor held by the Fiscal Agent, will be sufficient to
redeem at such redemption date, at the Redemption Price thereof,
plus interest accrued and unpaid to the redemption date, in the
Currency in which the Bonds of such Series are payable, all of the
Bonds which are to be redeemed out of such Sinking Fund
Installment.

SECTION 404.
Redeemed in Partial Redemption.

Selection _of Bonds to be

1. In the event of redemption of less
than all the Outstanding Bonds of a particular Series pursuant to
Section401 or 402 hereof, the System shall designate the
maturities of the Bonds to be redeemed.

2. If less than all of the Outstanding
Bonds of a particular Series and maturity are to be redeemed, the
Fiscal Agent shall select the Bonds or portions of Bonds to be
redeemed in the appropriate authorized denominations by lot or by
such other manner as it deems appropriate. For purposes of this
Section 404, Bonds (or portions thereof) which have theretofore
been selected by lot for redemption shall not be deemed to be
Outstanding.

VI-7

SECTION 405. Notice of Redemption.

1. When the Fiscal Agent shall
receive notice from the System of its election to redeem Bonds
pursuant to Section402, or when Bonds are to be redeemed
pursuant to Section 403, the Fiscal Agent shall give notice, in the
name of the System, of the redemption of such Bonds, which
notice shall specify the Series and maturities and interest rate of
the Bonds to be redeemed, the redemption date and the place or
places where amounts due upon such redemption will be payable
and, if less than all of the Bonds of any like Series and maturity
and interest rate are to be redeemed, the letters and numbers or
other distinguishing marks of such Bonds so to be redeemed, and,
in the case of Bonds to be redeemed in part only such notice shall
also specify the respective portions of the principal amount thereof
to be redeemed, and, if applicable, that such redemption is
conditioned upon the satisfaction of the conditions specified as
provided in 2 below. Such notice of redemption shall further state
that on such redemption date there shall become due and payable
upon each Bond (or portion thereof) to be redeemed the
Redemption Price thereof, together with interest accrued to the
redemption date in the Currency in which the Bonds of such Series
are payable, and that from and after such date, sufficient moneys
being held by the Fiscal Agent in trust for the payment of such
Redemption Price, interest thereon shall cease to accrue and be
payable on the Bonds (or portions thereof) to be redeemed, unless,
in the case of any conditional notice, the requisite conditions are
not satisfied, and it will further state that the notice will comply
with the requirements of the Securities Exchange Act of 1934, as
amended, Release No. 34-23856, dated December 3, 1986, as long
as such Release shall be in effect. The Fiscal Agent shall mail a
copy of such notice, postage prepaid, no less than thirty (30) days
before the redemption date, or such other period for any particular
Bonds as may be provided by the Supplemental Resolution
authorizing such Bonds, to the Owners of Bonds or portions of
Bonds which are to be redeemed, at their last address, if any,
appearing upon the registry books. Failure so to mail any such
notice to any particular Owner shall not affect the validity of the
proceedings for the redemption of Bonds not owned by such
Owner and failure of any Owner to receive such notice shall not
affect the validity of the proposed redemption of Bonds.

2. Any notice of  optional
redemption of Bonds given pursuant to this Section may be made
conditional upon receipt by the Fiscal Agent of moneys sufficient
to pay the Redemption Price of such Bonds in the Currency in
which the Bonds of such Series are payable or upon the
satisfaction of any other condition or the occurrence of any other
event, which notice shall specify any such conditions or events.
Any conditional notice so given may be rescinded at any time
before payment of such Redemption Price if any such condition is
not satisfied or if any such other event does not occur. Notice of
such rescission shall be given by the Fiscal Agent to affected
Owners of Bonds, in the same manner as the conditional notice of
redemption was given, as promptly as practicable after the System
shall have notified the Fiscal Agent of the failure of such condition
or the occurrence of such other event.

SECTION 406. Payment of Redeemed Bonds.
Notice having been given in the manner provided in Section 405,
the Bonds (or portions thereof) so called for redemption shall
become due and payable on the redemption date so designated at
the Redemption Price, plus interest accrued and unpaid to the
redemption date in the Currency in which the Bonds of such Series
are payable, and upon presentation and surrender thereof at the
office specified in such notice, such Bonds (or portions thereof)
shall be paid at the Redemption Price plus interest accrued and
unpaid to the redemption date in the Currency in which the Bonds
of such Series are payable, except to the extent the same shall not
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occur on account of a failure to comply with a condition or event
stated in the notice to the Fiscal Agent pursuant to Section 402 and
in the notice of redemption pursuant to Section 405. If there shall
be called for redemption less than all of a Bond, the System shall
execute and the Fiscal Agent shall authenticate and deliver, upon
the surrender of such Bond, without charge to the Owner thereof,
for the unredeemed balance of the principal amount of the Bond so
surrendered, Bonds of like Series and maturity in any authorized
denomination.  If, on the redemption date, moneys for the
redemption of all the Bonds (or portions thereof) of any like Series
and maturity and interest rate to be redeemed, together with
interest to the redemption date, shall be held by the Fiscal Agent so
as to be available therefor on said date and if notice of redemption
shall have been provided as aforesaid, and, with respect to any
conditional notice of redemption, the conditions stated in the notice
of redemption shall have been met and satisfied, then, from and
after the redemption date, interest on the Bonds (or portions
thereof) of such Series and maturity and interest rate so called for
redemption shall cease to accrue and become payable. If said
moneys shall not be so available on the redemption date, such
Bonds (or portions thereof) shall continue to bear interest until paid
at the same rate as they would have borne had they not been called
for redemption.

SECTION 407 . Cancellation and
Disposition of Bonds. All Bonds paid or redeemed, either at or
before maturity, shall be delivered to the Fiscal Agent when such
payment or redemption is made, and such Bonds shall thereupon
be promptly canceled. Bonds so canceled shall be disposed of by
the Fiscal Agent, in accordance with the Fiscal Agent’s standard
procedures, and, upon request from the System, the Fiscal Agent
shall execute a certificate of disposition in duplicate by the
signature of one of its Authorized Officers describing the Bonds so
disposed of, and one executed certificate shall be delivered to the
System and the other executed certificate shall be retained by the
Fiscal Agent.

ARTICLE V
PLEDGE, ASSIGNMENT AND SECURITY INTEREST;
ESTABLISHMENT AND MAINTENANCE OF FUNDS AND
ACCOUNTS AND APPLICATION THEREOF

SECTION 501. Pledge, Assignment and Security

Interest.

1. The pledge and assignment of,
and the grant of a security interest in and over, the Pledged
Property, subject to Section 804, in favor of the Fiscal Agent for
the benefit of the Bondholders and for the payment and as security
for the payment of the Principal Installments and Redemption
Price of and interest on the Bonds and payments due under Credit
Facilities, and payments due under Liquidity Facilities and
Qualified Hedges is hereby authorized, created and granted in
accordance with the terms and provisions of this Resolution and
subject to the provisions of this Resolution permitting the
application of the Pledged Property for the purposes and on the
terms and conditions set forth in this Resolution, and in each case
subject to the provisions regarding priority of payment as between
the Senior Bonds and the Subordinated Bonds. Nothing contained
herein shall prevent a Credit Facility or Liquidity Facility from
being provided with respect to any particular Bonds and not others.
To further evidence such pledge, assignment and grant of security
interest, the Fiscal Agent and the System shall execute the Security
Agreement and the System shall cause the proper filing of the
Security Agreement in accordance with the Uniform Commercial
Code as in effect in Puerto Rico.

2. To the fullest extent provided by
the Act and other applicable law, the pledge, assignment and grant

of security interest provided by this Section shall be valid and
binding, and the Pledged Property shall immediately be subject to
the lien of this pledge, assignment and security interest without any
physical delivery thereof or further act, and the lien of this pledge,
assignment and security interest shall be valid and binding as
against all parties having claims of any kind in tort, contract or
otherwise against the System, irrespective of whether such parties
have notice thereof.

SECTION 502.
Accounts.

Establishment _of Fund and

1. The “Project Fund” is hereby
created and the following Accounts and Subaccounts are hereby
created and established within the Project Fund, each of which
shall have as a prefix “Employees Retirement System of the
Government of the Commonwealth of Puerto Rico” and shall be
held by the Fiscal Agent:

(€)) Capitalized Interest Account,
2) Revenue Account,
3) Debt Service Account, which, if

there shall be any Subordinated Bonds Outstanding, shall be
established for each Class of Bonds, and each of which shall
contain therein a Principal Subaccount and an Interest Subaccount,

“) Debt Service Reserve Account,
which, if there shall be any Subordinated Bonds Outstanding,
shall be established for each Class of Bonds,

5) General Reserve Account, and
(6) Redemption Account, which, if

there shall be any Subordinated Bonds Outstanding, shall be
established for each Class of Bonds.

2. The System may establish and
create such other Accounts in the Fund, or such other Subaccounts
in any Account, as may be authorized pursuant to any
Supplemental Resolution, including a Supplemental Resolution
authorizing a Series of Bonds, and deposit therein such amounts as
may from time to time be held for the credit of any Account or
Subaccount.

3. Amounts held by the System or
by the Fiscal Agent at any time in the Fund or any Accounts and
Subaccounts established pursuant to this Section, as the case may
be, shall be held in trust in separate Accounts and Subaccounts and
shall be applied only in accordance with the provisions of this
Resolution and the Act.

SECTION 503. Capitalized Interest Account.

1. There shall be deposited in the
Capitalized Interest Account amounts, if
any, determined as set forth in a Supplemental Resolution and as
required by paragraph (xiii) of subsection 2 of Section 202 and
authorizing the issuance of a Series of Bonds.

2. Moneys in the Capitalized
Interest Account or any Subaccount thereof shall be transferred to
the corresponding Interest Subaccount in the Debt Service Account
on or prior to the Business Day preceding each Interest Payment
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Date in accordance with the requirements of the applicable
Supplemental Resolution.

3. Any amounts on deposit in the
Capitalized Interest Account or any Subaccount thereof and not set
aside by the System, or set aside but determined by the System to
be no longer required, to pay interest on a Series of Bonds, shall be
withdrawn from such Account or Subaccount by the Fiscal Agent
and deposited in the Revenue Account, as directed in writing by
the System.

4. In the event of the refunding of
any Bonds, the System may withdraw from the Capitalized Interest
Account related to the Bonds to be refunded all or any portion of
amounts accumulated therein with respect to such Bonds and
deposit such amounts as provided in a written direction of the
System; provided, however, that such withdrawal shall not be
made unless immediately thereafter the Bonds being refunded shall
be deemed to have been paid pursuant to Section 1301.

SECTION 504. Revenue Account.

1. On the last Business Day of the
month, the System will transfer the Employers’ Contributions to
the Fiscal Agent. Immediately thereafter, but in any case no later
than the next Business Day following the transfer by the System of
the Employers’ Contributions, all Revenues shall be deposited into
the Revenue Account except as provided by Section 602.3;
provided, however, that the proceeds of any draw on or payment
under any Credit Facility which is intended for the payment of a
Bond may be applied directly to such payment or deposited
directly to the Debt Service Account for such purpose. In addition,
there shall be deposited in the Revenue Account all other amounts
required by this Resolution to be so deposited. After payment to
the Fiscal Agent of all amounts payable to the Fiscal Agent
pursuant to Section 804, amounts on deposit from time to time in
the Revenue Account shall be withdrawn and deposited as follows
and in the following order of priority:

FIRST: to the Senior Bonds Debt Service
Account, allocated between the Principal Subaccount
and the Interest Subaccount, pro rata on the basis of the
maximum amount required be held in each such
Subaccount at the time of deposit, all amounts until the
amount on deposit in the Senior Bonds Debt Service
Account shall equal the Accrued Payment Obligation
related to all Senior Bonds and Parity Obligations;

SECOND: to the Senior Bonds Debt
Service Reserve Account, the amount required to cause
the amount on deposit therein to be equal to the Debt
Service Reserve Requirement related to the Senior
Bonds;

THIRD: to the Subordinated Bonds Debt
Service Account, allocated between the Principal
Subaccount and the Interest Subaccount, pro rata on the
basis of the maximum amount required be held in each
such Subaccount at the time of deposit, all amounts
until the amount on deposit in the Subordinated Bonds
Debt Service Account shall equal the Accrued Payment
Obligation related to all Subordinated Bonds and Parity
Obligations;

FOURTH: to the Subordinated Bonds Debt
Service Reserve Account, the amount required to cause
the amount on deposit therein to be equal to the Debt
Service Reserve Requirement related to the

Subordinated Bonds;

FIFTH: to the payment of Operating
Expenses; and

SIXTH: to the General Reserve Account,
subject to the requirements established in Section 509
below, the balance of the amount so withdrawn.

2. Investment and interest earnings
in each Fund, Account or Subaccount shall be applied to such
Fund, Account or Subaccount pursuant to Section 602.

3. In the event that amounts are
required to be paid to providers of Qualified Hedges, Credit
Facilities or Liquidity Facilities which do not represent scheduled
payments or reimbursements in accordance with the terms of the
related contracts, but represent costs, indemnities, termination
payments or similar non-recurring amounts, or in the event such
unscheduled amounts are due to such providers and there are
insufficient funds held hereunder and available for the payment
thereof, the System shall provide written notice thereof to the
Fiscal Agent so that such amounts are paid from the General
Reserve Account, subject to the provisions of Section 509 hereof.

4. Operating Expenses shall be paid
by the Fiscal Agent to the System pursuant to a requisition form
signed by an Authorized Officer of the System and delivered to the
Fiscal Agent detailing those expenses to be paid and that such
expenses are permitted Operating Expenses payable under the
Resolution.

SECTION 505. Debt Service Account.

1. There shall be transferred from
the Revenue Account, and deposited into the Interest Subaccount
and the Principal Subaccount of each Debt Service Account, the
amounts required to be so transferred pursuant to paragraphs
FIRST and THIRD of Section 504.1.

2. There also shall be deposited into
the Interest Subaccount of a Debt Service Account, if necessary,
the following:

(i) Such amount
determined by the applicable Supplemental Resolution
representing accrued interest received upon the sale of a
Series of Bonds.

(ii) Amounts transferred
from the General Reserve Account pursuant to Section
509.2 for the payment of interest on the Bonds and the
interest component of Parity Obligations.

(iii) Amounts transferred
from any Debt Service Reserve Account pursuant to
Section 506.2 for the payment of interest on the Bonds
and the interest component of Parity Obligations, to the
extent other funds (including, but not limited to any
amounts in the General Reserve Account) are not
available to pay when due the interest on such Bonds
and the interest component of Parity Obligations.

3. There also shall be deposited into
the Principal Account of a Debt Service Account, if necessary, the
following:
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(1) Amounts transferred
from the General Reserve Account pursuant to Section
509.2 for the payment of Principal Installments on the
Bonds and the principal component of Parity
Obligations.

(ii) Amounts transferred
from the Debt Service Reserve Account pursuant to
Section 506.2 for the payment of Principal Installments
of the Bonds and the principal component of Parity
Obligations, to the extent other funds (including, but
not limited to any amounts in the General Reserve
Account and the Redemption Account (see (ii) below))
are not available to pay when due the Principal

Installments of such Bonds and the principal
component of Parity Obligations.
(iii) Amounts transferred

from the Redemption Account pursuant to Section 508
for the payment of Principal Installments of any Bonds.

4. The Fiscal Agent shall pay out of
the Interest Account, to the Persons entitled thereto, in the
Currency in which the Bonds of such Series are payable, (i) the
interest on the Bonds as and when due and payable, and (ii) the
interest component of Parity Obligations [at the times, in each case
in the manner and on the other terms and conditions as determined
by the System and set forth in written directions of an Authorized
Officer of the System delivered to the Fiscal Agent]; provided,
however, that amounts deposited to the Interest Account pursuant
to clause (i) of paragraph 2 of this Section shall not be used to pay
the interest component of Parity Obligations; and provided further,
however, that if the amount available shall not be sufficient to pay
in full all such interest due on the same date, then out of such
available amount the Fiscal Agent shall make such payments under
Bonds and Parity Obligations ratably, according to the amounts
due on such date, without any discrimination or preference.

5. The Fiscal Agent shall pay out of
the Principal Account, to the Persons entitled thereto, in the
Currency in which the Bonds of such Series are payable, (i) each
Principal Installment for the Bonds (including the Redemption
Price payable upon mandatory redemption out of Sinking Fund
Installments) as and when due and payable, and (ii) the principal
component of Parity Obligations, in each case described in this
clause (ii) at the times, in the manner and on the other terms and
conditions as determined by the System and set forth in written
directions of an Authorized Officer of the System delivered to the
Fiscal Agent; provided, however, that amounts deposited to the
Principal Account pursuant to clause (ii) of paragraph 3 of this
Section shall not be used to pay the principal component of Parity
Obligations; and provided further, however, that if the amount
available shall not be sufficient to pay in full all such Principal
Installments and principal due on the same date, then out of such
available amount the Fiscal Agent shall make such payments under
Bonds and Parity Obligations ratably, according to the amounts
due on such date, without any discrimination or preference.

6. In the event of the refunding of
any Bonds, the Fiscal Agent shall, upon the written direction of an
Authorized Officer of the System delivered to the Fiscal Agent,
withdraw from the Debt Service Account all or any portion of
amounts accumulated therein with respect to the Bonds to be
refunded and deposit such amounts as provided in such written
direction; provided, however, that such withdrawal shall not be
made unless immediately thereafter the Bonds being refunded shall
be deemed to have been paid pursuant to Section 1301.

7. If there is a deficiency in any
Debt Service Account identified in connection with the valuation
performed by the Fiscal Agent pursuant to Section 603, the Fiscal
Agent shall immediately thereafter, and in any case no later than
five Business Days prior to the date any payment obligation is due
on the Bonds, notify the System of such deficiency. The System
hereby instructs the Fiscal Agent to cover any such deficiency by
transferring moneys first, from the General Reserve Account; and
if such moneys are not sufficient to cover such deficiency, second,
from the Debt Service Reserve Account for such Class of Bonds.
In the case of a deficiency in the Debt Service Account for the
Senior Bonds, if moneys in the General Reserve Account or the
Senior Bonds Debt Service Reserve Account are not sufficient to
cover any deficiency, the System hereby instructs the Fiscal Agent
to transfer moneys first, from the Subordinated Bonds Debt
Service Account and second, from the Subordinated Bonds Debt
Service Reserve Account.

SECTION 506. Debt Service Reserve Account.

1. At the time any Series of Bonds
is delivered pursuant to this Resolution or any Supplemental
Resolution, the System shall pay into the applicable Debt Service
Reserve Account from the proceeds of such Bonds or other
available funds, the amount, if any, necessary for the amount on
deposit in such Debt Service Reserve Account to equal the Debt
Service Reserve Requirement applicable to all Outstanding Bonds
of such Class plus such additional Bonds being delivered, after
giving effect to any Reserve Account Cash Equivalent, calculated
immediately after the delivery of such Bonds.

2. Except as otherwise provided by
any Supplemental Resolution, amounts on deposit in a Debt
Service Reserve Account shall be applied, to the extent other funds
(including, but not limited to any amounts in the General Reserve
Account) are not available therefor pursuant to this Resolution and
the applicable Supplemental Resolution, to pay when due the
Principal Installments and Redemption Price of and the interest on
the Outstanding Bonds of the related Class and the principal and
interest components of Parity Obligations, by transfer, in the
Currency in which such Outstanding Bonds are payable, to the
Debt Service Account or the Redemption Account, as applicable.
To the extent other funds (including, but not limited to any
amounts in the General Reserve Account) are not available
therefor pursuant to this Resolution and the applicable
Supplemental Resolution to pay when due the Principal
Installments and Redemption Price of and the interest on the
Outstanding Senior Bonds and the principal and interest
components of Parity Obligations, the Fiscal Agent shall, and is
hereby directed by the System to transfer, amounts on deposit in
the Subordinated Bonds Debt Service Reserve Account and the
Subordinated Bonds Debt Service Account to the Senior Bonds
Debt Service Account, before being applied to the payment of the
Principal Installments and Redemption Price of and the interest on
the Outstanding Subordinated Bonds and the Subordinate
Obligations.

3. Whenever the amount in any
Debt Service Reserve Account for a particular Class of Bonds
exceeds the related Debt Service Reserve Requirement, after
giving effect to any Reserve Account Cash Equivalent, the Fiscal
Agent shall, and is hereby directed by the System to, withdraw
from such Debt Service Reserve Account the amount of such
excess and deposit the moneys so withdrawn into the Revenue
Account.

4. To the extent funds are not
available in other funds or accounts, moneys may and, upon the
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written direction of an Authorized Officer of the System delivered
to the Fiscal Agent, shall be withdrawn from the Debt Service
Reserve Account by the Fiscal Agent and deposited in the
Redemption Account for the purchase or redemption of Bonds at
any time, provided that subsequent to such purchase or redemption
the amount in the Debt Service Reserve Account, after giving
effect to any Reserve Account Cash Equivalent, will not be less
than the related Debt Service Reserve Requirement. In the event
of the refunding of any Bonds, the Fiscal Agent shall, upon the
written direction of an Authorized Officer of the System, withdraw
from the related Debt Service Reserve Account all or any portion
of amounts accumulated therein with respect to the Bonds being
refunded and apply such amounts in accordance with such
direction; provided, however, that such withdrawal shall not be
made unless (i) immediately thereafter the Bonds being refunded
shall be deemed to have been paid pursuant to Section 1301, and
(ii) the amount remaining in the Debt Service Reserve Account,
after giving effect to any Reserve Account Cash Equivalent, after
such withdrawal shall not be less than the related Debt Service
Reserve Requirement.

5. If, as of the last Business Day of
each calendar month, a deficiency exists in the Senior Bonds Debt
Service Reserve Account, identified in connection with the
valuation performed by the Fiscal Agent pursuant to Section 603
hereof, the Fiscal Agent shall transfer from the General Reserve
Account to the Senior Bonds Debt Service Reserve Account the
amount, if any, required to cause the balance in said Account to
equal the Debt Service Reserve Requirement for the Senior Bonds
after giving effect to any Reserve Account Cash Equivalent.
Thereafter, if, as of the last Business Day of each calendar month,
a deficiency exists in the Subordinated Bonds Debt Service
Reserve Account, the Fiscal Agent shall transfer from the General
Reserve Account to the Subordinated Bonds Debt Service Reserve
Account, after all deposits required by paragraphs FIRST,
SECOND, THIRD and FOURTH of Section 504.1 have been
made, the amount, if any, required to cause the balance in said
Account to equal the Debt Service Reserve Requirement for the
Subordinated Bonds, after giving effect to any Reserve Account
Cash Equivalent.

6. Whenever the amount in all Debt
Service Reserve Accounts, without giving effect to any Reserve
Account Cash Equivalent, together with the amount in all Debt
Service Accounts, is sufficient to pay in full all Outstanding Bonds
in accordance with their terms (including the maximum amount of
Principal Installments and interest which could become payable
thereon) and all amounts due and owing to Credit Facility
Providers, the funds on deposit in the Debt Service Reserve
Accounts shall be transferred to the Debt Service Account
established for the same Class, in accordance with the written
direction of an Authorized Officer of the System delivered to the
Fiscal Agent, and thereupon no further deposits shall be required to
be made into the Debt Service Reserve Accounts. Prior to said
transfer, all investments held in the Debt Service Reserve Accounts
shall be liquidated to the extent necessary in order to provide for
the timely payment of the Principal Installments of and interest on
Bonds, in accordance with the written direction of an Authorized
Officer of the System delivered to the Fiscal Agent.

7. Reserve Account Cash
Equivalents may be deposited in a Debt Service Reserve Account
as provided in this paragraph. In lieu of any required transfers of
moneys to the Debt Service Reserve Account, the System may
cause to be deposited into the Debt Service Reserve Account a
Reserve Account Cash Equivalent in an aggregate amount equal to
the difference between the Debt Service Reserve Requirement and
the sums of moneys or value of Investment Securities then on
deposit in the Debt Service Reserve Account, if any. In lieu of

retaining all or any portion of the moneys theretofore on deposit in
the Debt Service Reserve Account, the System may cause to be
deposited into the Debt Service Reserve Account a Reserve
Account Cash Equivalent in an aggregate amount equal to such
moneys, subject to paragraph 3 of this Section. Each Reserve
Account Cash Equivalent shall be payable (upon the giving of
notice as required thereunder) on any date on which moneys may
be required to be withdrawn from the Debt Service Reserve
Account. If a disbursement is made pursuant to a Reserve Account
Cash Equivalent, the System shall either (i) reinstate the maximum
limits of such Reserve Account Cash Equivalent or (ii) deposit into
the Debt Service Reserve Account moneys in the amount of the
disbursement made under such Reserve Account Cash Equivalent,
or a combination of such alternatives, at the times and in the
amounts required by paragraph 5 of this Section. In the event that
the rating attributable to any provider of any Reserve Account
Cash Equivalent shall fall below that required in the definition
thereof, such Reserve Account Cash Equivalent shall no longer be
deemed to be a Reserve Account Cash Equivalent and the System
shall either (i) replace such Reserve Account Cash Equivalent with
a Reserve Account Cash Equivalent which shall meet the
requirements therefor or (ii) deposit into the Debt Service Reserve
Account sufficient moneys, or a combination of such alternatives,
at the times and in the amounts required by paragraph 5 of this
Section.

8. Notwithstanding anything to the
contrary contained in this Section, if amounts obtained under a
Credit Facility or Reserve Account Cash Equivalent are to be used
to pay the Principal Installments and Redemption Price of and
interest on Bonds, then the providers of such Credit Facility or
Reserve Account Cash Equivalent shall be subrogated to the rights
of the relevant Bondholders, and amounts in the Debt Service
Reserve Account which would otherwise have been used for such
purposes may be applied, to the extent such amounts would have
been used for such purpose in accordance with the priorities set
forth herein, to reimburse the provider of such Credit Facility or
Reserve Account Cash Equivalent for the amounts so obtained.

SECTION 507. Satisfaction of Sinking Fund
Installments.
1. Any amount accumulated in the

Debt Service Account up to the unsatisfied balance of each Sinking
Fund Installment for Bonds may and, if so directed in writing by
an Authorized Officer of the System, shall be applied (together
with amounts accumulated in the Debt Service Account with
respect to interest on the Bonds for which such Sinking Fund
Installment was established) by the Fiscal Agent prior to the
forty-fifth day preceding the due date of such Sinking Fund
Installment as follows:

(1) to the purchase of
Bonds of the maturity and interest rate for which such
Sinking Fund Installment was established, at prices
(including any brokerage and other charges) not
exceeding the principal amount (or Maturity Amount, if
applicable) of such Bonds plus unpaid interest accrued
to the date of purchase, such purchases to be made in
such manner as the Fiscal Agent shall determine; or

(ii) to the redemption of
such Bonds if then redeemable by their terms at the
price equal to the principal amount (or Maturity
Amount, if applicable) of such Bonds plus unpaid
interest accrued to the date of redemption.
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2. Upon the purchase or redemption
of any Bond pursuant to paragraph 1 of this Section, an amount
equal to the principal amount (or Maturity Amount, if applicable)
of the Bonds so purchased or redeemed shall be credited toward
the next Sinking Fund Installment thereafter to become due with
respect to the Bonds of such maturity and interest rate and the
amount of any excess of the amounts so credited over the amount
of such Sinking Fund Installment shall be credited by the Fiscal
Agent against future Sinking Fund Installments in direct
chronological order, unless otherwise instructed in writing by an
Authorized Officer of the System at the time of such purchase or
redemption. Concurrently with the delivery of such Bonds, the
System shall deliver to the Fiscal Agent a certificate of an
Authorized Officer of the System specifying (i) the principal
amount (or Maturity Amount, if applicable), Series, maturity,
interest rate and numbers of the Bonds so delivered, (ii) the date of
the Sinking Fund Installment in satisfaction of which such Bonds
are so delivered, (iii) the aggregate principal amount (or Maturity
Amount, if applicable) of the Bonds so delivered, and (iv) the
unsatisfied balance of such Sinking Fund Installment after giving
effect to the delivery of such Bonds.

3. In satisfaction, in whole or in
part, of any Sinking Fund Installment, the System may deliver to
the Fiscal Agent at least forty-five (45) days prior to the date of
such Sinking Fund Installment, for cancellation, Bonds acquired by
purchase of the Series and maturity and interest rate entitled to
such Sinking Fund Installment. All Bonds so delivered to the
Fiscal Agent in satisfaction of a Sinking Fund Installment shall
reduce the amount of such Sinking Fund Installment by the
aggregate principal amount (or Maturity Amount, if applicable) of
such Bonds. Concurrently with such delivery of such Bonds the
System shall deliver to the Fiscal Agent a certificate of an
Authorized Officer of the System specifying (i) the principal
amount (or Maturity Amount, if applicable), Series, maturity,
interest rate and numbers of the Bonds so delivered, (ii) the date of
the Sinking Fund Installment in satisfaction of which such Bonds
are so delivered, (iii) the aggregate principal amount (or Accreted
Amount, if applicable) of the Bonds so delivered, and (iv) the
unsatisfied balance of each such Sinking Fund Installment after
giving effect to the delivery of such Bonds.

4. In the event that Bonds are
redeemed prior to maturity pursuant to any Section hereof other
than Section 403, the Fiscal Agent shall credit the principal amount
(or Accreted Amount, if applicable) of the Bonds so redeemed
against Sinking Fund Installments due hereunder; provided,
however, that the System shall have delivered to the Fiscal Agent,
at least forty-five (45) days prior to the date of such Sinking Fund
Installment, a certificate of an Authorized Officer of the System
specifying (i) the principal amount, Series, maturity, interest rate
and number of each Bond so redeemed, (ii)the date of each
Sinking Fund Installment in satisfaction of which such redeemed
Bonds are credited, (iii) the aggregate principal amount (or
Accreted Amount, if applicable) of the Bonds so redeemed, and
(iv) the unsatisfied balance of each such Sinking Fund Installment
after giving effect to the redemption of such Bonds.

5. The Fiscal Agent shall, upon
receipt of the notice specified by Section 403 and in the manner
provided in Article IV, call for redemption on the date of each
Sinking Fund Installment falling due prior to maturity such
principal amount (or Accreted Amount, if applicable) of Bonds of
the Series and maturity entitled to such Sinking Fund Installment
as is required to exhaust the unsatisfied balance of such Sinking
Fund Installment. The Fiscal Agent shall redeem such Bonds
pursuant to Section 403.

SECTION 508.
to be Deposited Therein.

Redemption Account; Amounts

1. The following, upon receipt
thereof, shall be deposited into the Redemption Account for the
purpose of redeeming Outstanding Bonds at the option of the
System:

(i) amounts  determined
pursuant to paragraph 3 of Section 504; and

(ii) amounts  transferred
from the Debt Service Reserve Accounts
pursuant to Section 506 for the payment of
the Redemption Price of Bonds.

2. Subject to the limitations
contained in paragraph 4 of this Section, if, on the last Business
Day preceding any interest payment date for the Senior Bonds,
Principal Installment due date for such Bonds, or due date of
interest or principal components of Parity Obligations, the amount
on deposit in the Senior Debt Service Account shall be less than
the interest on such Bonds due on such interest payment date, the
Principal Installment for such Bonds due on such Principal
Installment due date, or the interest or principal components of
Parity Obligations due on the due date thereof, and after taking into
account transfers from the General Reserve Account, the Senior
Bonds Debt Service Reserve Account, the Subordinated Bonds
Debt Service Account and the Subordinated Bonds Debt Service
Reserve Account, then the Fiscal Agent, shall, and is hereby
instructed by the System to, transfer from the Senior Bonds
Redemption Account to the Senior Bonds Debt Service Account an
amount (or all of the moneys in the Senior Bonds Redemption
Account if less than the amount required) which will be sufficient
to make up such deficiency in the Senior Bonds Debt Service
Account.

3. Subject to the limitations
contained in paragraph 4 of this Section, if, on the last Business
Day preceding any interest payment date for the Subordinated
Bonds, Principal Installment due date for such Bonds, or due date
of interest or principal components of Subordinate Obligations, the
amount on deposit in the Subordinated Debt Service Account shall
be less than the interest on such Bonds due on such interest
payment date, the Principal Installment for such Bonds due on
such Principal Installment due date, or the interest or principal
components of Subordinate Obligations due on the due date
thereof, then the Fiscal Agent, shall, and is hereby instructed by the
System to, transfer from the Subordinated Bonds Redemption
Account to the Subordinated Bonds Debt Service Account an
amount (or all of the moneys in the Subordinated Bonds
Redemption Account if less than the amount required) which will
be sufficient to make up such deficiency in the Subordinated
Bonds Debt Service Account.

4. To the extent not required to
make up a deficiency as required in paragraph 2 of this Section,
amounts in the Redemption Account shall be applied by the Fiscal
Agent, as promptly as practicable after delivery to it of written
instructions from an Authorized Officer of the System, to the
purchase or redemption (including the payment of redemption
premium, if any) of any particular Class of Bonds. Interest on
Bonds so purchased or redeemed shall be paid from the Debt
Service Account and all expenses in connection with such
purchase or redemption shall be paid by the System from moneys
held in the General Reserve Account.
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5. The transfers required by
paragraph 2 of this Section shall be made from amounts in the
Redemption Account only to the extent that such amounts are not
then required to be applied to the redemption of Bonds for which
notice of redemption shall have been given pursuant to
Section 405, unless such notice is conditioned upon the availability
of moneys on deposit in the Redemption Account.

SECTION 509. General Reserve Account.

1. There shall be transferred from
the Revenue Account, after all deposits required by paragraphs
FIRST through FIFTH of Section 504.1 have been made, all excess
moneys into the General Reserve Account pursuant to paragraph
SIXTH of Section 504.1.

2. Except as otherwise provided by
any Supplemental Resolution, amounts on deposit in the General
Reserve Account shall be applied, to the extent funds are not
available therefor in the Debt Service Account of any particular
Class of Bonds, to pay when due the Principal Installments and
Redemption Price of and the interest on the Outstanding Bonds of
the related Class and the principal and interest components of
Parity Obligations, by transfer, in the Currency in which such
Outstanding Bonds are payable to such Debt Service Account or
Redemption Account, as applicable.

3. Any moneys remaining in the
General Reserve Account at any time and not deposited,
transferred or retained as set forth in Section 504.1, may be
(i) transferred to the Revenue Account, (ii) transferred to the
Redemption Account, or (iii)used for (I)the payment or
reimbursement of Financing Costs, (II) the purchase of Bonds, or
(ITT) any combination of the foregoing, in each case as directed in
writing by an Authorized Officer of the System to the Fiscal
Agent.

4. Purchases of Bonds shall be
made upon the written direction of an Authorized Officer of the
System, with or without advertisement and with or without notice
to other Owners of Bonds pursuant to the provisions of Section
507. Such purchases shall be made at such price or prices as
determined by such written instructions. If Sinking Fund
Installments have been established for the maturities of Bonds
purchased by the System, then the Fiscal Agent, upon written
instructions from an Authorized Officer of the System, shall credit
the principal amount purchased against future Sinking Fund
Installments in direct chronological order, unless otherwise
instructed in writing by an Authorized Officer of the System at the
time of such purchase.

5. Whenever the amount in the
General Reserve Account, together with the amount in all Debt
Service Accounts, is sufficient to pay in full all Outstanding Bonds
in accordance with their terms (including the maximum amount of
Principal Installments and interest which could become payable
thereon) and all amounts due and owing to Credit Facility
Providers, the funds on deposit in the General Reserve Account
shall be transferred, in the Currency in which such Bonds are
payable, in accordance with the written direction of an Authorized
Officer of the System delivered to the Fiscal Agent, to the Debt
Service Account established for the same Class. Prior to said
transfer, all investments held in the General Reserve Accounts
shall be liquidated, in accordance with the written direction of an
Authorized Officer of the System delivered to the Fiscal Agent, to
the extent necessary in order to provide for the timely payment of
the Principal Installments of and interest on Bonds.

6. Except as provided in paragraph
509.7 below, as long as any Bonds are Outstanding, moneys held
in the General Reserve Account may only be transferred to the
System once per year as of the last Business Day of the Bond Year,
if (i) during the Bond Year, there has been no withdrawal from a
Debt Service Reserve Account to fund the Debt Service Account
for any Class of Bonds; (ii) the balance in the Debt Service
Account for each Class of Bonds is not less than the amount
required to pay in full the next Accrued Payment Obligation due
on each Class of Bonds; (iii) the balance in the Debt Service
Reserve Account for each Class of Bonds is not less than the
corresponding Debt Service Reserve Requirement; (iv) there are no
outstanding amounts due to the Fiscal Agent under this Resolution
or any Supplemental Resolution; and (v) the balance in the General
Reserve Account is not less than ten percent (10%) of the next
Bond Year’s Accrued Payment Obligation for all Outstanding
Bonds on the last Business Day of the Bond Year. If these
conditions are met, the Fiscal Agent may withdraw from the
General Reserve Account and transfer to the System the amount in
excess of ten percent (10%) of such Accrued Payment Obligation.

7. Notwithstanding the preceding
paragraph, there may be no transfers from the General Reserve
Account to the System during any period in which the Employers’
Contribution Rate is below 9.275% of Covered Payroll. The
System shall notify the Fiscal Agent of any reduction of the
Employers’ Contribution Rate.

8. Assuming  compliance  with
paragraph 5 and 6 above, should the balance to the credit of the
General Reserve Account exceed (a) twenty-five percent (25%) or
(b) if Subordinated Bonds are Outstanding, fifty percent (50%) of
the next Bond Year’s Accrued Payment Obligation for all Classes
of Bonds Outstanding, transfers may be made by the Fiscal Agent
to the System at any time during a Bond Year upon written notice
from the System to the Fiscal Agent and Government
Development Bank for Puerto Rico. No such transfer may,
however, reduce the General Reserve Account balance below (1)
ten percent (10%) or (2) if Subordinated Bonds are Outstanding,
twenty-five percent (25%) of the next Bond Year’s Accrued
Payment Obligation for all Classes of Bonds Outstanding.

ARTICLE VI
SECURITY FOR DEPOSITS AND INVESTMENT OF
FUNDS

SECTION 601. Security for Deposits. All
moneys held hereunder by the Fiscal Agent shall be continuously
and fully secured, for the benefit of the System and the Owners of
the Bonds and Parity Obligations in such manner as may then be
required by applicable federal, Commonwealth or state laws and
regulations regarding security, by Investment Obligations of a
market value at least equal at all times to the amount of the deposit
so held by the Fiscal Agent; provided, however, that it shall not be
necessary, unless required by applicable law, for the Fiscal Agent
to give security for the deposit of any moneys with them held in
trust and set aside for the payment of the principal or Redemption
Price of, or interest on, any Bonds, or for the Fiscal Agent to give
security for any moneys which shall be represented by obligations
purchased under the provisions of this Resolution as an investment
of such moneys. The Fiscal Agent shall have no obligation for the
payment of interest on moneys properly held by it uninvested
hereunder.
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SECTION 602. Investment of Funds, Accounts
and Subaccounts Held by the Fiscal Agent.

1. Moneys in any Fund, Account or
Subaccount held by the Fiscal Agent shall be continuously
invested and reinvested or deposited and redeposited by the Fiscal
Agent upon the written direction of an Authorized Officer of the
System. The System shall direct the Fiscal Agent to invest and
reinvest the moneys in any Fund, Account or Subaccount held by
the Fiscal Agent in Investment Obligations so that the maturity
date or date of redemption of such Investment Obligations shall
coincide as nearly as practicable with the times at which moneys
are anticipated to be needed to be expended hereunder, except that
any Investment Obligation may be credited to more than one Fund,
Account or Subaccount based upon the portions thereof purchased
by or allocable to each such Fund, Account or Subaccount and
need not be sold in order to provide for the transfer of amounts
from one Fund, Account or Subaccount to another. The
Investment Obligations purchased by the Fiscal Agent shall be
held by it, or for its account as Fiscal Agent. The Fiscal Agent, at
the written direction of the System as to specific investments, shall
sell, or present for redemption, any Investment Obligations
purchased by it as an investment hereunder whenever it shall be
necessary in order to provide moneys to meet any payment from
such Fund, Account or Subaccount. The Fiscal Agent shall have
no obligation to invest, reinvest, deposit, redeposit or sell
investments contemplated hereby except upon the written direction
of an Authorized Officer of the System as to specific investments.
The Fiscal Agent shall have no liability for interest on any money
received by it hereunder (except as otherwise agreed in writing
with the System and except that the Fiscal Agent shall invest such
money as required pursuant to written direction of an Authorized
Officer of the System) and no responsibility for any loss (after
giving effect to any interest or other income thereon except to the
extent theretofore paid to the System) incurred on the sale of such
investments. The Fiscal Agent shall advise the System in writing
on or before the twentieth (20™) day of each calendar month, of all
investments held for the credit of each Fund, Account or
Subaccount in its custody under the provisions of this Resolution
as of the end of the preceding month.

2. Investment Obligations
purchased under the provisions of this Resolution as an investment
of moneys in any Fund, Account or Subaccount shall be deemed at
all times to be a part of such Fund, Account or Subaccount and,
unless otherwise expressly provided in this Resolution or any
Supplemental Resolution, the income or interest earned and gains
realized in excess of losses suffered by any Fund, Account or
Subaccount due to the investment thereof shall be deposited in
such Fund, Account or Subaccount. The Fiscal Agent shall keep
records of all such amounts deposited in any such Fund, Account
or Subaccount to indicate the source of the income or earnings.

3. The Fiscal Agent shall sell, or
present for redemption or exchange, any Investment Obligation
purchased by it pursuant to this Resolution or any Supplemental
Resolution whenever it shall be requested in writing by an
Authorized Officer of the System to do so or whenever it shall be
necessary in order to provide moneys to meet any payment or
transfer from the Fund, Account or Subaccount for which such
investment was made, except that any Investment Obligation may
be credited to more than one Fund, Account or Subaccount based
upon the portions thereof purchased by or allocable to each such
Fund, Account or Subaccount and need not be sold in order to
provide for the transfer of amounts from one Fund, Account or
Subaccount to another.

4. Nothing in this Resolution shall
prevent any Investment Obligations acquired hereunder from being

held in book-entry form on the books of the Treasury of the United
States or of any national securities depository.

5. In the event that the Fiscal Agent
has not, prior to 11:00 a.m. (Eastern time) on any Business Day,
received investment instructions as provided herein as to any
investment proceeds received hereunder, the Fiscal Agent shall
invest the same in Investment Obligations having the shortest
available maturity, in accordance with standing instructions
received from an Authorized Officer of the System.

SECTION 603.
Investments.

Valuation and Sale of

1. In computing the amounts in any
Fund, Account or Subaccount, obligations purchased as an
investment of moneys therein shall be valued by the Fiscal Agent
at Amortized Value on the last Business Day of each month.
Accrued interest received upon the sale of any Investment
Obligation shall be treated as income from such Investment
Obligation for purposes of this Section, except to the extent that
such accrued interest represents the repayment of accrued interest
paid upon purchase of such Investment Obligations.

2. Immediately after each such
valuation performed pursuant to Section 603.1, any balance in any
Debt Service Reserve Account in excess of the applicable Debt
Service Reserve Fund Requirement, shall be transferred by the
Fiscal Agent to the Revenue Account.

3. The  Fiscal  Agent  shall
immediately notify the System in writing of any deficiency in the
Debt Service Account or Debt Service Reserve Account that
appears from the valuation performed by the Fiscal Agent pursuant
to Section 603.1.

4. The Fiscal Agent shall not be
liable or responsible for the making of any investment authorized
by the provisions of this Article, in the manner provided in this
Article, or for any loss resulting from any such investment so made
or disposed of in the manner provided in this Article.

ARTICLE VII
PARTICULAR COVENANTS OF THE SYSTEM

The System covenants and agrees with the Fiscal Agent
and the Bondowners as follows:

SECTION 701. Payment of Obligations. The
System shall duly and punctually pay or cause to be paid the
principal of and premium, if any, on every Bond and the interest
thereon, and all Parity Obligations and Subordinate Obligations, on
the date(s), at the place(s) and in the manner mentioned in the Act,
this Resolution, the applicable Supplemental Resolution, the
Bonds, and applicable Credit Facilities, Liquidity Facilities, and
Qualified Hedges according to the true intent and meaning thereof,
and shall duly and punctually satisfy all Sinking Fund Installments
which may be established for any Series, subject to the provisions
of Section 201. Furthermore, the System covenants to perform all
acts and enforce all its powers under the Act in order to promptly
collect and remit the Employers’ Contributions to the Fiscal Agent.
In addition, the System covenants to enter into a Memorandum of
Understanding with Government Development Bank for Puerto
Rico to establish inter-agency mechanisms in order to make sure
that Employers are current in their payments to the System.
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SECTION 702. Extension of Payment of Bonds.
The System shall not directly or indirectly extend or assent to the
extension of the maturity of any of the Bonds or claims for interest
by the purchase or funding of such Bonds or by any other
arrangement. Nothing herein shall be deemed to limit the right of
the System (i) to issue Option Bonds or Refunding Bonds as
provided in herein, and such issuance shall not be deemed to
constitute an extension of maturity of Bonds, or (ii) to apply any
amount in the Debt Service Account or the Redemption Account to
the purchase or redemption of Bonds as provided in this
Resolution.

SECTION 703. Offices for Servicing Bonds.
The Fiscal Agent shall at all times maintain one or more offices or
agencies where notices, demands and other documents may be
served upon the System in respect of the Bonds or of this
Resolution. The System hereby appoints the Fiscal Agent as its
agent to receive such notices, demands and documents.

SECTION 704. Further Assurance. At any and
all times the System shall, so far as it may be authorized by law,
pass, make, do, execute, acknowledge and deliver, all and every
such further resolutions, acts, deeds, conveyances, assignments,
transfers and assurances and record the same in any office or
register as may be necessary or desirable for the better assuring,
conveying, granting, assigning and confirming all and singular the
rights and other moneys, securities and funds hereby pledged or
assigned, or intended so to be, or which the System may become
bound to pledge or assign and, if required by law, to perfect the
security interest created thereby.

SECTION 705. Power to Issue Bonds and Assign
Funds and Accounts. The System is duly authorized under the Act
to create and issue the Bonds and to adopt this Resolution and to
create a security interest on the Pledged Property in the manner
and to the extent provided in this Resolution. The Pledged
Property is and will be free and clear of any pledge, lien, charge or
encumbrance thereon or with respect thereto except as permitted
by this Resolution, and all action on the part of the System to that
end has been and will be duly and validly taken. The Bonds are
and will be the valid and legally binding special obligations of the
System, enforceable in accordance with their terms and the terms
of this Resolution. The System shall at all times, to the extent
permitted by law, defend, preserve and protect the assignment of
the Pledged Property and all the rights of the Fiscal Agent, the
Beneficiaries and the Bondowners under this Resolution against all
claims and demands of all persons whomsoever.

SECTION 706. Creation of Liens. Until the
security interest created in Section 501 of this Resolution shall be
discharged and satisfied as provided in Section 1301, the System
shall not (i) issue any bonds or other evidences of indebtedness,
other than the Bonds, secured by the Pledged Property, nor create
or cause to be created any lien or charge on the Pledged Property,
other than as permitted by this Resolution, nor (ii) at any time
when the System is in default in making any payment required to
be made under this Resolution or maintaining the balance in any
Fund, Account or Subaccount required to be maintained in the
amount required therefor by this Resolution, set apart or
appropriate and pay any amount from any Fund, Account or
Subaccount, except as required by this Resolution. The System
may not issue Bonds with a payment priority or claim against the
Pledged Property that is senior to that of the Senior Bonds. The
System, in its discretion, may determine to execute and deliver
Subordinated Bonds or Subordinate Obligations, subject to
compliance with Section 708 or 204 hereof.

SECTION 707. Accounts and Reports.

1. The System shall keep proper
books of record and account (separate from all other records and
accounts) in which complete and correct entries shall be made of
its transactions relating to the Pledged Property and each Fund,
Account and Subaccount established under this Resolution, and
which, together with all books and papers of the System relating to
the issuance of the Bonds, shall at all reasonable times during
normal business hours be subject to the inspection of the Fiscal
Agent (it being understood that the Fiscal Agent shall have no duty
so to inspect).

2. The System shall file with the
Fiscal Agent and the Ancillary Facility Providers forthwith upon
becoming aware of any Event of Default, or the occurrence of any
event which with notice or lapse of time or both would be an Event
of Default, in the performance by the System of any covenant,
agreement or condition contained in this Resolution, a certificate
signed by an Authorized Officer of the System specifying such
Event of Default or other event as described in this paragraph, and
if any such Event of Default or other such event shall so exist,
specifying the nature and status of such Event of Default or other
such event.

SECTION 708. Issuance of Additional Bonds.
The System may issue additional Bonds, from time to time, in one
or more Series within any Class, on a parity with each such Series
of Bonds within such Class, and secured by the Pledged Property,
upon meeting the following requirements:

1. There shall have been delivered
to the Fiscal Agent the following documents:

@) a report (the
“Consultant’s Report”) from a nationally
recognized, independent, economic

consultant, dated no earlier than 12 months
before the date of issuance of the additional
Bonds, identifying the projected Employers’
Contributions for each Bond Year through
the final Maturity of all outstanding Bonds
proposed to be issued, and the assumptions
used in such projections, it being agreed that
the report, dated January 11, 2008, of Global
Insight, Inc. delivered in connection with the
issuance of the Series A Bonds (the “Global
Insight Report™) shall satisfy the obligations
of the System under this paragraph (i) if
delivered to the Fiscal Agent in connection
with the delivery of any additional Bonds or

Parity Obligations hereunder prior to
January 1, 2009;
(ii) a Supplemental

Resolution adopted pursuant to requirements
of Section 202; and

(iii) a certificate of an
Authorized Officer of the System setting
forth for each Bond Year listed in the report
in clause (i) above the Accrued Payment
Obligation for the additional Bonds
proposed to be issued and all Bonds and
Parity Obligations to be Outstanding
immediately after the issuance of said
additional Bonds. The certificate shall state
that (a) the System has reviewed the
Consultant’s Report and believes that the
assumptions used are reasonable (provided
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that this requirement should not apply to the
Global Insight Report mentioned in
paragraph (i) above prior to January 1, 2009
when used during 2008); and (b) (I) in the
case of Senior Bonds, for each Bond Year,
the projected Employers’ Contributions for
such year are equal to or greater than 140%
of the corresponding Accrued Payment
Obligation for the additional Senior Bonds
proposed to be issued and the Senior Bonds
and corresponding Parity Obligations
outstanding immediately after the issuance
of such additional Bonds; or (II) in the case
of Subordinated Bonds, for each Bond Year,
the projected Employers’ Contributions for
such year are equal to or greater than 125%
of the corresponding Accrued Payment
Obligation for the additional Subordinated
Bonds proposed to be issued and the Senior
Bonds, Subordinated Bonds and
corresponding Parity Obligations
outstanding immediately after the issuance
of such additional Bonds.

2. Refunding Bonds issued pursuant
to Section 204 of this Resolution which generate savings in every
Bond Year are exempt from complying with the coverage tests
required by (iii) above.

SECTION 709. General.

1. The System shall do and perform
or cause to be done and performed all acts and things required to
be done or performed by or on behalf of the System under the
provisions of the Act and this Resolution. Specifically, the System
shall do and perform or cause to be done and performed all acts
and things required to be done or performed by or on behalf of the
System with regards to the collection of the Employers’
Contributions as provided in the Act.

2. The System shall oppose any
attempt by the Legislature of the Commonwealth to reduce the
Employers’ Contribution Rate or to make any other change in the
Act or any other relevant legislation that would have a material
adverse effect on Bondholders. Such opposition shall include
delivering written position papers to the Legislature of the
Commonwealth, appearing before Legislative committees, and
contacting individual legislators and other government officials to
make legislators and other government officials aware that such
reductions in the Employers’ Contribution Rate or other changes
may adversely affect the ability of the System to comply with its
obligations and may ultimately have an adverse effect on the credit
of the Commonwealth.

3. Upon the date of authentication
and delivery of any of the Bonds, all conditions, acts and things
required by law and this Resolution to exist, to have happened and
to have been performed precedent to and in the issuance of such
Bonds shall exist, shall have happened and shall have been
performed and the issue of such Bonds, together with all other
indebtedness of the System, shall be within every debt and other
limit prescribed by the laws of the Commonwealth.

ARTICLE VIII
CONCERNING THE FISCAL AGENT

SECTION 801. Fiscal Agent Appointment and
Acceptance of Duties. The Bank of New York is hereby appointed

as Fiscal Agent under this Resolution. The Fiscal Agent shall
signify its acceptance of the duties and obligations imposed upon it
by this Resolution by executing the certificate of authentication
endorsed upon the Bonds, and by executing such certificate upon
any Bond the Fiscal Agent shall be deemed to have accepted such
duties and obligations not only with respect to the Bond so
authenticated, but with respect to all Bonds thereafter to be issued,
but only, however, upon the terms and conditions set forth in this
Resolution.

SECTION 802. Responsibilities of Fiscal Agent.
The Fiscal Agent undertakes to perform such duties and only such
duties as are specifically set forth in this Resolution, and no
implied covenants or obligations shall be read into this Resolution
against the Fiscal Agent. The recitals of fact herein and in the
Bonds contained shall be taken as the statements of the System and
the Fiscal Agent assumes no responsibility for the correctness of
the same. The Fiscal Agent makes no representations as to the
validity or sufficiency of this Resolution or any Supplemental
Resolution or of any Bonds issued thereunder or as to the security
afforded by this Resolution or any Supplemental Resolution, and
the Fiscal Agent shall incur no liability in respect thereof. The
Fiscal Agent makes no representations as to the value, condition or
sufficiency of any assets pledged or assigned as security for the
Bonds, the right, title or interest of the System therein, or the
security provided thereby or by this Resolution. The Fiscal Agent
shall, however, be responsible for its representation contained in its
certificate of authentication on the Bonds. The Fiscal Agent shall
be under no responsibility or duty with respect to the
authentication and delivery of the Bonds for value or the
application of the proceeds thereof or the application of any
moneys paid to the System. The Fiscal Agent shall not be
responsible for the validity, perfection, priority or enforceability of
the pledge and security interest in the Pledged Property created or
intended to be created by this Resolution, whether or not impaired
by operation of law. No provision of this Resolution shall be
deemed to impose any duty or obligation on the Fiscal Agent to
perform any act or acts, receive or obtain any interest in property
or exercise any interest in property, or exercise any right, power,
duty or obligation conferred or imposed on it in any jurisdiction in
which it shall be illegal, or in which the Fiscal Agent shall be
unqualified or incompetent in accordance with applicable law, to
perform any such act or acts, to receive or obtain any such interest
in property or to exercise any such right, power, duty or obligation.
The Fiscal Agent shall be under no obligation or duty to perform
any act which would involve it in expense or liability or to institute
or defend any suit in respect hereof, or to advance any of its own
moneys, unless provided with security and indemnity satisfactory
to it. The Fiscal Agent shall be under no obligation to exercise any
of the rights or powers vested in it by this Resolution at the request
or direction of any of the Owners pursuant to this Resolution,
unless such Owners shall have offered to the Fiscal Agent security
or indemnity satisfactory to the Fiscal Agent against the costs,
expenses and liabilities which might be incurred by it in
compliance with such request or direction. The permissive right of
the Fiscal Agent to take actions enumerated in this Resolution shall
not be construed as a duty. The Fiscal Agent shall not be liable in
connection with the performance of its duties under this Resolution
except for its own gross negligence or willful misconduct. The
Fiscal Agent shall not be liable for any error of judgment made in
good faith by an Authorized Officer of the Fiscal Agent, unless it
shall be proved that the Fiscal Agent was grossly negligent in
ascertaining the pertinent facts. The Fiscal Agent shall not be
liable with respect to any action taken or omitted to be taken by it
in good faith in accordance with the direction of the Owners of a
majority in principal amount of the Outstanding Bonds relating to
the time, method and place of conducting any proceeding for any
remedy available to the Fiscal Agent or exercising any trust or
power conferred upon the Fiscal Agent under this Resolution. The
Fiscal Agent shall not be liable for any action taken, suffered, or
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omitted to be taken by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred
upon it by this Resolution.  Anything in this Resolution
notwithstanding, in no event shall the Fiscal Agent be liable for
special, indirect, punitive or consequential loss or damage of any
kind whatsoever (including but not limited to loss of profit), even
if the Fiscal Agent has been advised as to the likelihood of such
loss or damage and regardless of the form of action. Whether or
not therein expressly so provided, every provision of this
Resolution relating to the conduct or affecting the liability of or
affording protection to the Fiscal Agent shall be subject to the
provisions of this Article VIIIL.

SECTION 803. Evidence on Which Fiscal Agent

May Act.

1. The Fiscal Agent  may
conclusively rely and shall be fully protected in acting or refraining
from acting upon any notice, resolution, request, consent, order,
direction, certificate, report, opinion, bond, or other paper or
document believed by it to be genuine, and to have been signed or
presented by the proper party or parties. The Fiscal Agent may
consult with counsel, who may or may not be of counsel to the
System, and the opinion or advice of such counsel or any Opinion
of Counsel shall be full and complete authorization and protection
in respect of any action taken or omitted to be taken or suffered by
it under this Resolution in good faith and in reliance thereon;
provided, however, that such opinion or advice of counsel shall not
relieve the Fiscal Agent from obtaining an Opinion of Counsel
when and if required under this Resolution.

2. Whenever the Fiscal Agent shall
deem it necessary or desirable that a matter be proved or
established prior to taking or omitting to take or suffering any
action under this Resolution, such matter (unless other evidence in
respect thereof be therein specifically prescribed) may be deemed
to be conclusively proved and established by a certificate of an
Authorized Officer of the System, and such certificate shall be full
warrant and protection for any action taken or omitted to be taken
or suffered, in the absence of bad faith, under the provisions of this
Resolution in reliance thereon. The Fiscal Agent shall not be
bound to make any investigation into the facts or matters stated in
any resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, debenture, note,
other evidence of indebtedness or other paper or document.

3. Except as otherwise expressly
provided in this Resolution, any request, order, notice or other
direction required or permitted to be furnished pursuant to any
provision thereof by the System to the Fiscal Agent shall be
sufficiently evidenced if executed in the name of the System by an
Authorized Officer of the System.

SECTION 804. Compensation and
Indemnification. The System shall pay to the Fiscal Agent from
time to time reasonable compensation for all services rendered
under this Resolution (which compensation shall not be limited by
any provision of law in regard to the compensation of a fiscal agent
or trustee of an express trust), and also all reasonable expenses,
charges, counsel fees and other disbursements, including those of
its attorneys, agents, and employees, incurred in and about the
performance of their powers and duties under this Resolution. The
System further agrees to indemnify and save the Fiscal Agent
harmless against any loss, liability or expenses including taxes
(other than taxes based upon, measured by or determined by the
income of the Fiscal Agent), arising out of or in connection with
the acceptance or administration of the trust or trusts hereunder,
including the costs and expenses of defending itself against any
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claim (whether asserted by the System or any Bondowner or any
other Person) or liability in connection with the exercise or
performance of any of its powers or duties hereunder, or in
connection with enforcing the provisions of this Section 804,
except to the extent that such loss, damage, claim, liability or
expense is due to its own gross negligence or willful misconduct.
In addition to, but without prejudice to its other rights under this
Resolution, when the Fiscal Agent incurs expenses or renders
services in connection with a bankruptcy or similar event, the
expenses (including the reasonable charges and expenses of its
counsel) and the compensation for the services are intended to
constitute expenses of administration under any applicable federal
or state bankruptcy, insolvency or other similar law. “Fiscal
Agent” for purposes of this Section 804 shall include any
predecessor Fiscal Agent; provided, however, that the negligence,
willful misconduct or bad faith of any Fiscal Agent hereunder shall
not affect the rights of any other Fiscal Agent hereunder. The
obligations of the System and the lien provided for under this
Section 804 shall survive the satisfaction and discharge of the
Bonds, the termination for any reason of this Resolution or the
earlier resignation or removal of the Fiscal Agent. The Fiscal
Agent shall not be required to expend any of its own funds in the
execution of its duties pursuant to the provisions of this
Resolution. The Fiscal Agent shall have a lien prior to that of the
Bondowners and other Beneficiaries therefor on any and all funds
at any time held by it under this Resolution.

SECTION 805. Certain Permitted Acts.  The
Fiscal Agent may become the owner of any Bonds, with the same
rights it would have if it were not the Fiscal Agent. To the extent
permitted by law, the Fiscal Agent may act as depositary for, and
permit any of its officers or directors to act as a member of, or in
any other capacity with respect to, any committee formed to
protect the rights of Bondowners or to effect or aid in any
reorganization growing out of the enforcement of the Bonds or this
Resolution, whether or not any such committee shall represent the
Owners of a majority in principal amount of the Bonds then
Outstanding. The Fiscal Agent may execute any of the trusts or
powers hereunder or perform any duties hereunder either directly
or by or through agents or attorneys and the Fiscal Agent shall not
be responsible for any misconduct or negligence on the part of any
agent or attorney appointed with due care by it hereunder. The
rights, privileges, protections, immunities and benefits given to the
Fiscal Agent, including, without limitation, its right to be
indemnified, are extended to, and shall be enforceable by, the
Fiscal Agent in each of its capacities hereunder, and each agent,
custodian and other Person employed to act hereunder.

SECTION 806. Resignation of Fiscal Agent. The
Fiscal Agent may at any time resign and be discharged of the
duties and obligations created by this Resolution by giving not less
than forty-five (45) days’ written notice to the System (which shall
give prompt written notice to each Beneficiary) and to the
Bondowners (mailed, postage prepaid), specifying the date when
such resignation shall take effect, and such resignation shall take
effect upon the day specified in such notice unless (i) no successor
shall have been appointed by such date in which case such
resignation shall become effective upon the appointment of a
successor, or (ii) previously a successor shall have been appointed
by the System or the Bondowners as provided in Section 808, in
which event such resignation shall take effect immediately on the
appointment of such successor. The Fiscal Agent shall also mail a
copy of the notice required to be given by this Section, postage
prepaid, to the Owners of the Bonds, at their last addresses
appearing on the registry books.

SECTION 807. Removal of Fiscal Agent. The
Fiscal Agent may be removed at any time, with or without cause,
by an instrument or concurrent instruments in writing, delivered to
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the Fiscal Agent, and signed by the Owners of a majority in
principal amount of the Bonds then Outstanding or their
attorneys-in-fact duly authorized, excluding any Bonds held by or
for the account of the System, or, so long as no Event of Default or
event which with the giving of notice or the passage of time would
constitute an Event of Default has occurred and is continuing, by
an instrument in writing delivered to the Fiscal Agent and signed
by an Authorized Officer of the System; provided, however, that in
each case that a successor Fiscal Agent shall be simultaneously
appointed with the filing of such instrument.

SECTION 808. Appointment of Successor Fiscal

Agent.

1. In case at any time the Fiscal
Agent shall resign or shall be removed or shall become incapable
of acting, or shall be adjudged bankrupt or insolvent, or if a
receiver, liquidator or conservator of the Fiscal Agent, or of its
property, shall be appointed, or if any public officer shall take
charge or control of the Fiscal Agent, or of its property or affairs, a
successor may be appointed by the Owners of a majority in
principal amount of the Bonds then Outstanding, excluding any
Bonds held by or for the account of the System, by an instrument
or concurrent instruments in writing signed and acknowledged by
such Bondowners or by their attorneys-in-fact duly authorized and
delivered to such successor Fiscal Agent, notification thereof being
given to the System and the predecessor Fiscal Agent; provided,
nevertheless, that unless a successor Fiscal Agent shall have been
appointed by the Bondowners as aforesaid, the System by a duly
executed written instrument signed by an Authorized Officer of the
System shall forthwith appoint a Fiscal Agent to fill such vacancy
until a successor Fiscal Agent shall be appointed by the
Bondowners as authorized in this Section. The Fiscal Agent shall
mail a copy of the notice of any such appointment, postage
prepaid, to the Owners of any Bonds, at their last addresses
appearing on the registry books. Any successor Fiscal Agent
appointed by the System shall, immediately and without further
act, be superseded by a Fiscal Agent appointed by the
Bondowners.

2. If in a proper case no
appointment of a successor Fiscal Agent shall be made pursuant to
the foregoing provisions of this Section within thirty (30) days
after the Fiscal Agent shall have given to the System written notice
as provided in Section 806 or after a vacancy in the office of the
Fiscal Agent shall have occurred by reason of its inability to act or
its removal under Section 807, the Fiscal Agent or the Owner of
any Bond may apply to any court of competent jurisdiction to
appoint a successor Fiscal Agent. Said court may thereupon, after
such notice, if any, as such court may deem proper, appoint a
successor Fiscal Agent.

3. Any Fiscal Agent appointed
under the provisions of this Section in succession to the Fiscal
Agent shall be a bank or trust company organized under the laws
of a state of the United States of America or of the Commonwealth
or a national banking association, and having a capital and surplus
aggregating at least $50,000,000 (or whose obligations hereunder
are guaranteed by a bank or trust company duly authorized to
exercise corporate trust powers and subject to examination by
federal or state authority, of good standing, and having at the time
of the appointment of such Fiscal Agent, a combined capital and
surplus of at least such amount), if there be such a bank or trust
company or national banking association willing and able to accept
the office on reasonable and customary terms and authorized by
law to perform all the duties imposed upon it by this Resolution.

SECTION 809. Transfer of Rights and Property
to Successor Fiscal Agent. Any successor Fiscal Agent appointed
under this Resolution shall execute, acknowledge and deliver to its
predecessor Fiscal Agent, and also to the System, an instrument
accepting such appointment, and thereupon such successor Fiscal
Agent, without any further act, deed or conveyance, shall become
fully vested with all moneys, estates, properties, rights, powers,
duties and obligations of such predecessor Fiscal Agent, with like
effect as if originally named as Fiscal Agent; but the Fiscal Agent
ceasing to act shall nevertheless, on the written request of the
System, or of the successor Fiscal Agent, upon payment of its
charges and all other amounts payable to it hereunder, execute,
acknowledge and deliver such instruments of conveyance and
further assurance and do such other things as may reasonably be
required for more fully and certainly vesting and confirming in
such successor Fiscal Agent all the right, title and interest of the
predecessor Fiscal Agent in and to any property held by it under
this Resolution, and shall pay over, assign and deliver to the
successor Fiscal Agent any money or other property subject to the
trusts and conditions herein set forth but subject to Section 804.
Should any deed, conveyance or instrument in writing from the
System be required by such successor Fiscal Agent for more fully
and certainly vesting in and confirming to such successor Fiscal
Agent any such estates, rights, powers and duties, any and all such
deeds, conveyances and instruments in writing shall, on request,
and so far as may be authorized by law, be executed,
acknowledged and delivered by the System.

SECTION 810. Merger or Consolidation. Any
company into which the Fiscal Agent may be merged or converted
or with which it may be consolidated or any company resulting
from any merger, conversion or consolidation to which it shall be a
party or any company to which the Fiscal Agent may sell or
transfer all or substantially all of its corporate trust business,
provided such company shall be a bank or trust company organized
under the laws of any state of the United States or the
Commonwealth or a national banking association, and shall be
authorized by law to perform all the duties imposed upon it by this
Resolution, shall be the successor to the Fiscal Agent without the
execution or filing of any paper or the performance of any further
act.

SECTION 811. Adoption of Authentication. In
case any of the Bonds contemplated to be issued under this
Resolution shall have been authenticated but not delivered, any
successor Fiscal Agent may adopt the certificate of authentication
of any predecessor Fiscal Agent so authenticating such Bonds and
deliver such Bonds so authenticated, and in case any of the said
Bonds shall not have been authenticated, any successor Fiscal
Agent may authenticate such Bonds in the name of the successor
Fiscal Agent; and in all such cases such certificate shall have the
full force which it is anywhere in said Bonds or in this Resolution
provided that the certificate of authentication of the Fiscal Agent
shall have.

SECTION 812. Accounting by Fiscal Agent;
Nonpetition Covenant. The Fiscal Agent shall, upon receipt of a

written request therefor from the System, provide to the System an
accounting of the amounts on deposit in all Funds, Accounts and
Subaccounts maintained under this Resolution as of the date of
such accounting. Notwithstanding any prior termination of this
Resolution, the Fiscal Agent shall not, prior to the date which is
one year and one day after the termination of this Resolution,
acquiesce, petition or otherwise invoke or cause the System to
invoke the process of any court or government authority for the
purpose of commencing or sustaining a case against the System
under any Federal or state bankruptcy, insolvency or similar law or
appointing a receiver, liquidator, assignee, trustee, custodian,
sequestrator or other similar official of the System or any



Case:17-03283-LTS Doc#:767-1 Filed:07/27/17 Entered:07/27/17 10:43:37 Desc:
Exhibit A Page 24 of 75

substantial part of its property, or ordering the winding up or
liquidation of the affairs of the System.

SECTION 813. Appointment of Co-Fiscal Agent.

(a) Notwithstanding any other provisions of this
Resolution, at any time for the purpose of meeting any legal
requirement of any jurisdiction (including any jurisdiction in which
any part of the Pledged Property may at the time be located), the
Fiscal Agent shall have the power and may execute and deliver all
instruments necessary to appoint one or more Persons to act as a
co-fiscal agent or co-fiscal agents, or separate fiscal agent or
separate fiscal agents (including with respect to all or any part of
the Pledged Property), and to vest in such Person or Persons, in
such capacity and for the benefit of the Bondowners, subject to the
other provisions of this Section, such powers, duties, obligations,
rights and trusts as the Fiscal Agent may consider necessary or
desirable (including title to the Pledged Property or any part
thereof). Each co-fiscal agent or separate fiscal agent hereunder
shall be required to have a combined capital and surplus (computed
in accordance with Section 310(a)(2) of the Trust Resolution Act
of 1939, as amended) of at least $50,000,000 and the Fiscal Agent
shall, at the expense of the System, provide prompt notice to
holders of the appointment of any co-fiscal agent or separate fiscal
agent.

(b) Every separate fiscal agent and
co-fiscal agent shall, to the extent permitted by law, be appointed
and act subject to the following provisions and conditions:

(i) all rights, powers,
duties and obligations conferred or imposed
upon the Fiscal Agent shall be conferred or
imposed upon and exercised or performed
by the Fiscal Agent and such separate fiscal
agent or co-fiscal agent jointly (it being
understood that such separate fiscal agent or
co-fiscal agent is not authorized to act
separately without the Fiscal Agent joining
in such act), except to the extent that under
any law of any jurisdiction in which any
particular act or acts are to be performed the
Fiscal Agent shall be incompetent or
unqualified to perform such act or acts, in
which event such rights, powers, duties and
obligations (including the holding of the
Pledged Property or any portion thereof in
any such jurisdiction ) shall be exercised and
performed singly by such separate trustee or
co-trustee, but solely at the direction of the
Fiscal Agent;

(ii) no fiscal agent
hereunder shall be personally liable by
reason of any act or omission of any other
fiscal agent hereunder; and

(iii) the Fiscal Agent may
at any time accept the resignation of or
remove any separate fiscal agent or co-fiscal
agent.

(c) Any notice, request or other
writing given to the Fiscal Agent shall be deemed to have been
given to each of the then separate fiscal agent and co-fiscal agent,
as effectively as if given to each of them. Every instrument
appointing any separate fiscal agent or co-fiscal agent shall refer to
this Resolution and the conditions of this Section 813. Each
separate fiscal agent and co-fiscal agent, upon its acceptance of the

trusts conferred, shall be vested with the estates or property
specified in its instrument of appointment, either jointly with the
Fiscal Agent or separately, as may be provided therein, subject to
all the provisions of this Resolution, specifically including every
provision of this Resolution relating to the conduct of, affecting the
liability of, or affording protection or rights (including the right to
compensation, reimbursement and indemnification hereunder) to,
the Fiscal Agent. Every such instrument shall be filed with the
Fiscal Agent.

(d) Any separate fiscal agent or co-
fiscal agent may at any time constitute the Fiscal Agent its agent or
attorney-in-fact with full power and authority, to the extent not
prohibited by law, to do any lawful act under or in respect of this
Resolution on its behalf and in its name. If any separate properties,
rights, remedies and trusts shall vest in and be exercised by the
Fiscal Agent, to the extent permitted by law, without appointment
of a new or successor fiscal agent.

ARTICLE IX
SUPPLEMENTAL RESOLUTIONS

SECTION 901. Supplemental Resolutions
Effective upon Filing with the Fiscal Agent. For any one or more
of the following purposes and at any time or from time to time, the
System may adopt a Supplemental Resolution, which, upon the
filing with the Fiscal Agent ofa copy thereof certified by an
Authorized Officer of the System, and without the need to obtain
the consent of any Bondholder, shall be fully effective in
accordance with its terms:

(1) to close this Resolution against,
or provide limitations and restrictions in addition to the limitations
and restrictions contained in this Resolution on, the authentication
and delivery of the Bonds or the issuance of other evidences of
indebtedness;

(ii) to add to the covenants and
agreements of the System in this Resolution, other covenants and
agreements to be observed by the System which are not contrary to
or inconsistent with this Resolution as theretofore in effect;

(iii) to add to the limitations and
restrictions in this Resolution, other limitations and restrictions to
be observed by the System which are not contrary to or
inconsistent with this Resolution as theretofore in effect;

(iv) to surrender any right, power or
privilege reserved to or conferred upon the System by this
Resolution to the extent such surrender is for the benefit of the
Owners of the Bonds;

W) to authorize Bonds of a Series
and, in connection therewith, specify and determine the matters
and things referred to in Section 202, and also any other matters
and things relative to such Bonds which are not contrary to or
inconsistent with this Resolution as theretofore in effect, or to
amend, modify or rescind any such authorization, specification or
determination at any time prior to the first authentication and
delivery of such Bonds;

(vi) to confirm, as further assurance,
any pledge and assignment under, and the subjection to any lien,
assignment or pledge created or to be created by, this Resolution,
of the Pledged Property or of any other moneys, securities, funds
or accounts;
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(vii) to modify any of the provisions
of this Resolution as may be necessary or desirable to provide for
the issuance of Bonds in book entry form pursuant to
Section 301(5);

(viii) to cure any ambiguity, defect or
inconsistent provision in this Resolution;

(ix) if such Supplemental Resolution
authorizes Bonds of a Series that are Adjustable Rate Bonds,
Capital Appreciation Bonds, Convertible Capital Appreciation
Bonds or Bonds hedged or to be hedged by a Qualified Hedge, or
authorizes a Qualified Hedge on Bonds previously issued, to add
provisions specifying the method of calculating the Accrued
Payment Obligation with respect to such Bonds, for purposes of
the Debt Service Reserve Requirement and the additional Bonds
tests of Sections 204 and 708;

(x) to provide such provisions with
respect to Subordinated Bonds as are necessary and desirable,
provided, that no such provisions shall adversely affect the
payment priorities under this Resolution of any Bonds then
Outstanding;

(xi) to provide for a security interest
on the Pledged Property for the payment and as security for Credit
Facilities, Liquidity Facilities and Qualified Hedges as permitted
by Section 501(1).

(xii) as permitted by Section 1005;

(xiii) to insert such  provisions
clarifying matters or questions arising under this Resolution as are

necessary or desirable and are not contrary to or inconsistent with
this Resolution as theretofore in effect; or

(xiv) to modify any of the provisions
of this Resolution or any previously adopted Supplemental
Resolution in any respect whatsoever, provided that (i) such
modification shall be, and be expressed to be, effective only after
all Bonds of any Series Outstanding at the date of the adoption of
such Supplemental Resolution shall cease to be Outstanding and
(ii) such Supplemental Resolution shall be specifically referred to
in the text of all Bonds of any Series authenticated and delivered
after the date of the adoption of such Supplemental Resolution and
of Bonds issued in exchange therefor or in place thereof.

SECTION 902. Supplemental Resolutions
Effective with Consent of Bondowners. At any time or from time
to time, the System may adopt a Supplemental Resolution subject
to consent by Bondowners in accordance with and subject to the
provisions of Article X, which Supplemental Resolution, upon the
delivery to the Fiscal Agent ofa copy thereof certified by an
Authorized Officer of the System, and upon compliance with the
provisions of Article X, shall become fully effective in accordance
with its terms as provided in Article X.
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SECTION 903. Reserved.

SECTION 904. General Provisions.

1. This Resolution shall not be
modified or amended in any respect except as provided in and in
accordance with and subject to the provisions of this Article IX
and Article X. Nothing contained in this Article IX or Article X
shall affect or limit the right or obligation of the System to adopt,
make, execute, acknowledge or deliver any resolution, act or other
instrument pursuant to the provisions of Section 704 or the right or
obligation of the System to execute and deliver to the Fiscal Agent
any instrument which elsewhere in this Resolution it is provided
shall be delivered to the Fiscal Agent.

2. Any Supplemental Resolution
referred to and permitted or authorized by Section 901 may be
adopted by the System without the consent of any of the
Bondowners, but shall become effective only on the conditions, to
the extent and at the time provided in said Section. The copy of
every Supplemental Resolution when delivered to the Fiscal Agent
shall be accompanied by an Opinion of Counsel stating that such
Supplemental Resolution has been duly and lawfully adopted in
accordance with the provisions of this Resolution, is authorized or
permitted by this Resolution, and is valid and binding upon the
System and enforceable in accordance with its terms. After any
Supplemental Resolution becomes effective under this Article, the
System shall mail to the Owners a notice briefly describing such
Supplemental Resolution; provided, however, the failure to give
such notice, or any defect therein, shall not impair or affect the
validity of such Supplemental Resolution under this Article.

3. The Fiscal Agent is hereby
authorized to accept the delivery of a certified copy of any
Supplemental Resolution referred to and permitted or authorized
by Sections 901 or 902 and to make all further agreements and
stipulations which may be therein contained, and the Fiscal Agent,
in taking such action in good faith, shall be fully protected in
relying on an Opinion of Counsel that such Supplemental
Resolution is authorized or permitted by the provisions of this
Resolution.

4. No
shall change or modify any of the rights
Agent without its written assent thereto.

Supplemental ~ Resolution
or obligations of the Fiscal

ARTICLE X
AMENDMENTS

SECTION 1001. Mailing and Publication.

1. Any provision in this Article for
the mailing of a notice or other paper to Bondowners shall be fully
complied with if it is mailed postage prepaid only (i)to each
Owner of Bonds then Outstanding at his address, if any, appearing
upon the registry books of the System, and (ii) to the Fiscal Agent.

2. In case by reason of the
suspension of regular mail service or by reason of any other cause
it shall be impracticable to give such notice by mail as required by
this Resolution, then such notification as shall be made with the
approval of the Fiscal Agent shall constitute a sufficient
notification for every purpose hereunder.

SECTION 1002. Powers of Amendment. Any
modification or amendment of this Resolution and of the rights and
obligations of the System and of the Owners of the Bonds may be
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made by a Supplemental Resolution, with the written consent,
given as provided in Section 1003, (i) of the Owners of at least a
majority in principal amount of the Bonds Outstanding at the time
such consent is given, and (ii) in case less than all of the several
Series of Bonds then Outstanding are affected by the modification
or amendment, of the Owners of at least a majority in principal
amount of the Bonds of each Series so affected and Outstanding at
the time such consent is given; provided, however, that if such
modification or amendment will, by its terms, not take effect so
long as any Bonds of any specified like Series and maturity remain
Outstanding, the consent of the Owners of such Bonds shall not be
required and such Bonds shall not be deemed to be Outstanding for
the purpose of any calculation of Outstanding Bonds under this
Section. No such modification or amendment shall permit a
change in the terms of redemption or maturity of the principal (or
Accreted Amount, if applicable) of any Outstanding Bond or of
any installment of interest thereon or a reduction in the principal
amount (or Accreted Amount, if applicable) or the Redemption
Price thereof or in the rate of interest thereon without the consent
of each Bondowner affected thereby, or shall reduce the percentage
of the aggregate principal amount (or Accreted Amount, if
applicable) of Bonds or otherwise affect classes of Bonds the
consent of the Owners of which is required to effect any such
modification or amendment without the consent of all
Bondowners, or shall change or modify any of the rights or
obligations of the Fiscal Agent without its written assent thereto, or
shall change or modify any of the rights of the providers of
Qualified Hedges, Credit Facilities or Liquidity Facilities regarding
source of and security for payments due to such Persons, or
amount and timing of payments due, without the prior written
consent of such Persons. For the purposes of this Section, a Series
shall be deemed to be affected by a modification or amendment of
this Resolution if the same adversely affects or diminishes the
rights of the Owners of Bonds of such Series. The Fiscal Agent
may, but shall not be obligated to, determine whether or not in
accordance with the foregoing powers of amendment, Bonds of
any particular Series or maturity would be affected by any
modification or amendment of this Resolution, and any such
determination if reasonable and in good faith shall be binding and
conclusive on the System and all Owners of Bonds.

SECTION 1003. Consent _of Bondowners. The
System may at any time adopt a Supplemental Resolution making
a modification or amendment permitted by the provisions of
Section 902, to take effect when and as provided in this Section. A
copy of such Supplemental Resolution (or brief summary thereof
or reference thereto in form approved by the Fiscal Agent) together
with a request to Bondowners for their consent thereto in form
satisfactory to the Fiscal Agent, shall be mailed by the System to
all affected Bondowners. Such Supplemental Resolution shall not
be effective unless and until (i) there shall have been delivered to
the Fiscal Agent (a)the written consents of Owners of the
percentage of the aggregate principal amount of Outstanding
Bonds specified in Section 1002, and (b) an Opinion of Counsel
stating that such Supplemental Resolution has been duly and
lawfully adopted and filed by the System in accordance with the
provisions of this Resolution, is authorized or permitted by this
Resolution, and is valid and binding upon the System and
enforceable in accordance with its terms, and (ii) notice shall have
been given as hereinafter in this Section provided. Ownership of
Bonds shall be conclusively presumed by the registration books of
the System. Any such consent shall be binding upon the Owner of
the Bonds giving such consent and, anything in Section 1102 to the
contrary notwithstanding, upon any subsequent Owner of such
Bonds and of any Bonds issued upon registration of transfer
thereof or in exchange therefor (whether or not such subsequent
Owner thereof has notice thereof), unless such consent is revoked
in writing by the Owner of such Bonds giving such consent or a
subsequent Owner thereof by filing with the Fiscal Agent, prior to
the time when the written statement of the Fiscal Agent hereinafter
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in this Section provided for is filed. At any time after the Owners
of the required percentages of Bonds shall have filed their consents
to the Supplemental Resolution, the Fiscal Agent shall make and
file with the System a written statement that the Owners of such
required percentage of the aggregate principal amount of Bonds
have filed such consents. Such written statement shall be
conclusive that such consents have been so filed. At any time
thereafter, notice, stating in substance that the Supplemental
Resolution (which may be referred to as a Supplemental
Resolution adopted by the System on a stated date, a copy of
which is on file with the Fiscal Agent) has been consented to by
the Owners of the required percentage of the aggregate principal
amount of Bonds and will be effective as provided in this Section,
shall be given Bondowners by the System by mailing such notice
to Bondowners. The System shall file with the Fiscal Agent proof
of the mailing of such notice. A record, consisting of the papers
required or permitted by this Section 1003 to be delivered to the
Fiscal Agent, shall be proof of the matters therein stated.

SECTION 1004. Modifications by Unanimous
Consent. The terms and provisions of this Resolution and the
rights and obligations of the System and of the Owners of the
Bonds may be modified or amended in any respect upon the
adoption and filing by the System with the Fiscal Agent of a
Supplemental Resolution and the consent of the Owners of all of
the Bonds then Outstanding, such consent to be given as provided
in Section 1003 except that no notice to Bondowners shall be
required.

SECTION 1005. Modification _ Before  Bonds
Outstanding. Prior to the issuance and delivery of the first Series
of Bonds under this Resolution, the terms and conditions of this
Resolution and the rights and obligations of the System and of the
Owners of the Bonds may be modified or amended in any respect
without the consent of any person, upon the adoption of a
Supplemental Resolution and the delivery to the Fiscal Agent of a
copy thereof certified by an Authorized Officer of the System.

SECTION 1006. Exclusion of Bonds.  Bonds
owned or held by or for the account of the System shall not be
deemed Outstanding for the purpose of consent or other action or
any calculation of Outstanding Bonds provided for in this Article,
and the System shall not be entitled with respect to such bonds to
give any consent or take any other action provided for in this
Article. At the time of any consent or other action taken under this
Article, the System shall furnish the Fiscal Agent a certificate of an
Authorized Officer, upon which the Fiscal Agent may rely,
describing all Bonds so to be excluded.

SECTION 1007. Notation on Bonds. Bonds
authenticated and delivered after the effective date of any action
taken as provided in Article IX or this Article may, and, if the
Fiscal Agent so determines, shall, bear a notation by endorsement
or otherwise in form approved by the System and the Fiscal Agent
as to such action, and in that case upon demand of the Owner of
any Bond Outstanding at such effective date and presentation of
his Bond for the purpose at the Corporate Trust Office of the Fiscal
Agent, suitable notation shall be made on such Bond by the Fiscal
Agent as to any such action. If the System or the Fiscal Agent
shall so determine, new Bonds so modified to conform to such
action shall be prepared, authenticated and delivered, and, upon
demand of the Owner of any Bond then Outstanding, shall be
exchanged, without cost to such Bondowners for Bonds of the
same Series and maturity and then Outstanding, upon surrender of
such Bonds.
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ARTICLE XI
DEFAULTS AND REMEDIES

SECTION 1101. Events of Default.

Each of the following events shall constitute
an Event of Default under this Resolution:

(i) There shall occur a
default in the payment of principal or Redemption Price
of or interest on any Bond or payments due to any
Parity Obligation or any Subordinate Obligation related
thereto in the Currency in which such Bond, Parity
Obligation or Subordinate Obligation is payable, after
the same shall have become due, whether at maturity or
upon call for redemption or otherwise.

(ii) There shall occur a
failure to observe, or a refusal to comply with, the terms
of this Resolution or the Bonds, other than a failure or
refusal constituting an event specified in paragraph (i)
of this paragraph; provided, however, that with respect
to any failure to observe or refusal to comply with the
covenants and agreements set forth in this Resolution,
such failure or refusal shall have continued for a period
of thirty (30) days after written notice, specifying such
failure and requesting that it be remedied, is given to
the System by the Fiscal Agent or any Beneficiary. If
prior to the expiration of the abovementioned thirty (30)
day period, the System shall request in writing an
extension of time and the System shall certify in such
request that the failure stated in the notice cannot be
remedied within such 30-day period, then such thirty
(30) day period shall be extended for an additional
thirty (30) days if corrective action has been instituted
by the System and is being diligently pursued;

provided, that all references in this Article XI to the
Owners of Bonds exercising or directing the exercise of default
remedies shall refer solely to those Bonds as to which an Event of
Default has been declared hereunder.

SECTION 1102. Remedies.

1. The Fiscal Agent may, and upon
the written request of the Owners of not less than twenty-five per
centum (25%) in principal amount of the Outstanding Bonds, shall,
proceed to protect and enforce its rights and the rights of the
Bondowners by such of the following remedies, as the Fiscal
Agent, being advised by counsel shall deem most effectual to
protect and enforce such rights subject to the provisions of
Sections 201, 803 and 1206:

(i) by suit, action or
proceeding to enforce all rights of the Bondowners,
including the right to collect or require the System to
collect Revenues adequate to carry out the covenants,
agreements and assignments with respect thereto
contained in this Resolution and to require the System
to carry out any other covenant or agreement with
Bondowners and to perform its duties under the Act;

(ii) by suit upon the
Bonds limited, upon recovery thereunder, to the
Pledged Property pledged and assigned under this
Resolution;
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(iii) by action or suit in
equity, to require the System to account as if it were the
trustee of an express trust for the Bondowners, for the
Pledged Property pledged and assigned under this
Resolution as shall be within its control; and

(iv) by action or suit in
equity, to enjoin any acts or things which may be
unlawful or in violation of the rights of the Bondowners
or the Beneficiaries.

2. In the enforcement of any
remedy under this Resolution, but subject to Sections 201, 501 and
1206, the Fiscal Agent shall be entitled to sue for, enforce payment
on and receive any and all amounts then or during any default
becoming, and at any time remaining, due from the System for
principal, Redemption Price, interest or otherwise for Bonds under
any provision of this Resolution or any Supplemental Resolution
or of or on the Bonds, and unpaid, with interest on overdue
payments, to the extent permitted by law, at the rate or rates of
interest specified in such Bonds, together with any and all costs
and expenses of collection and of all proceedings hereunder and
under such Bonds, without prejudice to any other right or remedy
of the Fiscal Agent or of the Bondowners, and to recover and
enforce judgment or decree against the System for any portion of
such amounts remaining unpaid, with interest, costs and expenses,
in any manner provided by law, the moneys adjudged or decreed to
be payable.

SECTION 1103.
of Default.

Priority of Payments After Event

1. Subject to Section 804 and after
making provision for the payment of any reasonable expenses of
the Fiscal Agent and its agents and attorneys necessary in the
opinion of the Fiscal Agent to protect the interests of the Owners
of the Bonds and the other Beneficiaries, and for the payment of
the reasonable charges and expenses and liabilities incurred and
advances made by the Fiscal Agent and its agents and attorneys in
the performance of their duties under this Resolution, in the event
that the funds held by the Fiscal Agent shall be insufficient for the
payment of interest and principal or Accreted Amount or
Redemption Price then due on the Bonds in the Currency or
Currencies in which such Bonds are payable, respectively, and
other amounts payable as described in clauses FIRST through
FIFTH of this paragraph 1, such funds (excluding funds held for
the payment or redemption of particular Bonds which have
theretofore become due at maturity or by call for redemption) and
any other moneys received or collected by the Fiscal Agent and
any moneys or other property distributable in respect of the
System’s obligations under this Resolution after the occurrence of
an Event of Default, shall be applied as follows:

FIRST: to the payment to the Persons
entitled thereto of regularly scheduled fees payable
under each Ancillary Bond Facility;

SECOND: to the payment to the Persons
entitled thereto of all installments of interest on the
Senior Bonds and the interest component of Parity
Obligations then due, and thereafter, in the order of
such installments, and, if the amount available shall not
be sufficient to pay in full any installment due on the
same date, then to the payment thereof ratably,
according to the amounts due on such date, without any
discrimination or preference, except as to any
difference in the respective rates of interest specified in
such Bonds and Parity Obligations, and then to the
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payment of any interest due and payable after maturity
on such Bonds and the interest component of the Parity
Obligations, ratably, to the Persons entitled thereto,
without any discrimination or preference except as to
any difference in the respective rates of interest
specified in such Bonds and Parity Obligations;

THIRD: to the payment to the Persons
entitled thereto of the unpaid principal or Redemption
Price of the Senior Bonds and the unpaid principal
component of Parity Obligations, which shall have
become due, whether at maturity or by call for
redemption, in the order of their due dates and, if the
amount available shall not be sufficient to pay in full all
such Bonds and the principal component of Parity
Obligations due on the same date, then to the payment
thereof ratably, according to the amounts of principal or
Redemption Price due on such date, without any
discrimination or preference;

FOURTH: to the payment to the Persons
entitled thereto of all installments of interest on the
Subordinated Bonds and the interest component of
Parity Obligations then due, and thereafter, in the order
of such installments, and, if the amount available shall
not be sufficient to pay in full any installment due on
the same date, then to the payment thereof ratably,
according to the amounts due on such date, without any
discrimination or preference, except as to any
difference in the respective rates of interest specified in
such Bonds and Parity Obligations, and then to the
payment of any interest due and payable after maturity
on such Bonds and the interest component of Parity
Obligations, ratably, to the Persons entitled thereto,
without any discrimination or preference except as to
any difference in the respective rates of interest
specified in such Bonds and Parity Obligations;

FIFTH: to the payment to the Persons
entitled thereto of the unpaid principal or Redemption
Price of the Subordinated Bonds and the unpaid
principal component of Parity Obligations, which shall
have become due, whether at maturity or by call for
redemption, in the order of their due dates and, if the
amount available shall not be sufficient to pay in full all
such Bonds and the principal component of Parity
Obligations due on the same date, then to the payment
thereof ratably, according to the amounts of principal or
Redemption Price due on such date, without any
discrimination or preference;

SIXTH: to the payment to the Persons
entitled thereto of amounts reimbursable or payable by
the System under each Credit Facility for draws or
payments thereunder to pay principal of or interest on
Bonds, whether such reimbursements or payments are
made to the Credit Facility Provider as a Bondowner, as
a subrogee or otherwise; and

SEVENTH: to the payment to the Persons
entitled thereto of amounts payable by the System
under each Credit Facility, Liquidity Facility and
Qualified Hedge not constituting Parity Obligations or
payable pursuant to clauses FIRST through SIXTH of
this paragraph.

2. The provisions of this Section are
in all respects subject to the provisions of Section 702.
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3. Whenever moneys are to be
applied by the Fiscal Agent pursuant to this Section, such moneys
shall be applied by the Fiscal Agent at such times, and from time to
time, as provided above. The deposit of such moneys with the
Fiscal Agent, or otherwise setting aside such moneys in trust for
the proper purpose, shall constitute proper application by the Fiscal
Agent and the Fiscal Agent shall incur no liability whatsoever to
the System, to any Bondowner to any Beneficiary or to any other
Person for any delay in applying any such moneys, so long as the
Fiscal Agent acts without gross negligence or willful misconduct.
Whenever the Fiscal Agent shall exercise such discretion in
applying such moneys, it shall fix the date (which shall be an
interest payment date unless the Fiscal Agent shall deem another
date more suitable) upon which such application is to be made and
upon such date interest on the amounts of principal (or Accreted
Amount, if any) to be paid on such date shall cease to accrue. The
Fiscal Agent shall give such notice as it may deem appropriate for
the fixing of any such date. The Fiscal Agent shall not be required
to make payment to the Owner of any Bond unless such Bond shall
be presented to the Fiscal Agent for appropriate endorsement or for
cancellation if fully paid.

SECTION 1104. Termination of Proceedings. In
case any proceeding taken by the Fiscal Agent on account of any
Event of Default has been discontinued or abandoned for any
reason, other than payment in full, then in every such case the
System, the Fiscal Agent, the Beneficiaries and the Bondowners
shall be restored to their former positions and rights hereunder,
respectively, and all rights, remedies, powers and duties of the
Fiscal Agent shall continue as though no other such proceeding
had been taken.

SECTION 1105. Bondowners’ Direction of
Proceedings. Except as otherwise provided in this Resolution, the
Owners of a majority in principal amount of the Bonds in order of
Class Priority then Outstanding shall have the right, by an
instrument or concurrent instruments in writing executed and
delivered to the Fiscal Agent, to direct the method of conducting
remedial proceedings to be taken by the Fiscal Agent with respect
to the Bonds of such Class Priority, provided that such direction
shall not be otherwise than in accordance with law or the
provisions of this Resolution, and that the Fiscal Agent shall have
the right to decline to follow any such direction which in the
opinion of the Fiscal Agent would be unjustly prejudicial to
Bondowners not parties to such direction or would involve the
Fiscal Agent in personal liability.

SECTION 1106.
Bondowners.

Limitation on Rights of

1. No Owner of any Bond shall
have any right to institute any suit, action, mandamus or other
proceeding in equity or at law hereunder, or for the protection or
enforcement of any right under this Resolution unless such Owner
shall have given to the Fiscal Agent written notice of the Event of
Default or breach of duty on account of which such suit, action or
proceeding is to be taken, and unless the Owners of not less than
25% in principal amount of the Bonds in the order of Class Priority
then Outstanding shall have made written request of the Fiscal
Agent after the right to exercise such powers or right of action, as
the case may be, shall have occurred, and shall have afforded the
Fiscal Agent a reasonable opportunity either to proceed to exercise
the powers herein granted or granted under the law or to institute
such action, suit or proceeding in its name and unless, also, there
shall have been offered to the Fiscal Agent reasonable security and
indemnity against the costs, expenses (including legal fees and
expenses) and liabilities to be incurred therein or thereby, and the
Fiscal Agent shall have refused or neglected to comply with such
request within a reasonable time; and such notification, request and
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offer of indemnity are hereby declared in every such case to be
conditions precedent to the execution of the powers under this
Resolution or for any other remedy provided hereunder or by law.
It is understood and intended that no one or more Owners of the
Bonds or other Beneficiary hereby secured shall have any right in
any manner whatever by his or their action to affect, disturb or
prejudice the security of this Resolution, or to enforce any right
hereunder or under law with respect to the Bonds, or this
Resolution, except in the manner herein provided, and that all
proceedings at law or in equity shall be instituted, had and
maintained in the manner herein provided and for the benefit of all
Owners of the Outstanding Bonds. Nothing contained in this
Article shall affect or impair the right of any Bondowner to enforce
the payment of the principal (or Accreted Amount, if any) of and
interest on such Owner’s Bonds or the obligation of the System to
pay the principal (or Accreted Amount, if any) of and interest on
each Bond issued hereunder to the Owner thereof at the time and
place in said Bond expressed.

2. Anything to the contrary
contained in this Section notwithstanding, or any other provision of
this Resolution, each Owner of any Bond by such Owner’s
acceptance thereof, shall be deemed to have agreed that any court
in its discretion may require, in any suit for the enforcement of any
right or remedy under this Resolution, or in any suit against the
Fiscal Agent for any action taken or omitted by it as Fiscal Agent,
the filing by any party litigant in such suit of an undertaking to pay
the reasonable costs of such suit, and that such court may in its
discretion assess reasonable costs, including reasonable pre-trial,
trial and appellate attorneys’ fees, against any party litigant in any
such suit, having due regard to the merits and good faith of the
claims or defenses made by such party litigant; but the provisions
of this paragraph shall not apply to any suit instituted by the Fiscal
Agent, to any suit instituted by any Bondowner or group of
Bondowners holding at least 25% in principal amount of the Bonds
in the order of Class Priority then Outstanding, or to any suit
instituted by any Bondowner for the enforcement of the payment
of any Bond on or after the respective due date thereof expressed
in such Bond.

SECTION 1107. Possession _of Bonds by Fiscal
Agent Not Required. All rights of action under this Resolution or
under any of the Bonds, enforceable by the Fiscal Agent, may be
enforced by it without the possession of any of the Bonds or the
production thereof on the trial or other proceeding relative thereto,
and any such suit, action or proceeding instituted by the Fiscal
Agent shall be brought in its name for the benefit of all the Owners
of such Bonds, subject to the provisions of this Resolution.

SECTION 1108. Remedies Not Exclusive. No
remedy herein conferred upon or reserved to the Fiscal Agent or to
the Owners of the Bonds is intended to be exclusive of any other
remedy and each and every such remedy shall be cumulative and
shall be in addition to any other remedy given hereunder or now or
hereafter existing at law or in equity or by statute.

SECTION 1109. No Waiver of Default. No delay
or omission of the Fiscal Agent, the Beneficiaries or of any Owner
of the Bonds to exercise any right or power accruing upon any
default shall impair any such right or power or shall be construed
to be a waiver of any such default or an acquiescence therein, and
every power and remedy given by this Resolution to the Fiscal
Agent and the owners of the Bonds or such Beneficiaries,
respectively, may be exercised from time to time and as often as
may be deemed expedient.

SECTION 1110. Notice of Event of Default. The
Fiscal Agent shall give to the Bondowners and the Beneficiaries
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notice of each Event of Default hereunder known to the Fiscal
Agent within ninety (90) days after actual knowledge by an
Authorized Officer of the Fiscal Agent of the occurrence thereof,
unless such Event of Default shall have been remedied or cured
before the giving of such notice. However, except in the case of
default in the payment of the principal (or Accreted Amount, if
any) or Redemption Price, if any, of or interest on any of the
Bonds, the Fiscal Agent shall be protected in withholding such
notice if and so long as the board of directors, the executive
committee, or a trust committee of directors or responsible officers
of the Fiscal Agent in good faith determines that the withholding
of such notice is in the interest of the Bondowners and other
Beneficiaries. Each such notice of Event of Default shall be given
by the Fiscal Agent by mailing written notice thereof: (i) to all
Owners of Bonds, as the names and addresses of such Owners
appear upon the registry books kept by the Fiscal Agent, (ii) to
each of the Rating Agencies, and (iii) to such other Persons as may
be required by law.

ARTICLE XII
SUBORDINATION PROVISIONS

SECTION 1201. Subordination.

(a) Subordinated Bonds and
Subordinate Obligations shall to the extent provided in this Article
be subordinate and subject in right of payment to the prior payment
in full of the Senior Bonds and Parity Obligations, and the owner
of any Subordinated Bond and Subordinate Obligation, whether
upon original issue or upon transfer or assignment thereof, accepts
and agrees to be bound by such provision. The Fiscal Agent shall
be entitled to all rights set forth in this Article with respect to any
Senior Bonds and Parity Obligations at any time held by it, to the
same extent as any other Owner of Senior Bonds and Parity
Obligations. Notwithstanding anything to the contrary contained in
this Article XII, in no event shall any amounts payable to the
Fiscal Agent under Section 804 be subject to the provisions of this
Article XII.

(b) Upon any payment or
distribution of assets of the System upon any dissolution or
winding up or total or partial liquidation of the System whether in
bankruptcy, insolvency or receivership proceedings, or otherwise,

(1) all Senior Bonds and
Parity Obligations shall first be paid or duly provided for to the
extent of such payment or distribution before any payment is made
upon the indebtedness evidenced by the Subordinated Bonds or
Subordinate Obligations;

2) any  payment  or
distribution of assets of the System of any kind or character,
whether in cash, property or securities, to which the owners of the
Subordinated Bonds or Subordinate Obligations or the Fiscal
Agent (on behalf of the Owners of the Subordinated Bonds or the
Subordinate Obligations) would be entitled except for the
provisions of this Article XII, including any such payment or
distribution which may be payable or deliverable by reason of the
payment of any other indebtedness or other obligations of the
System being subordinated to the payment of the Subordinated
Bonds and Subordinate Obligations, shall be paid by the
liquidating trustee or agent or other person making such payment
or distribution, whether a trustee in bankruptcy, a receiver or
liquidating trustee or otherwise, directly to the owners of Senior
Bonds and Parity Obligations, to the extent necessary to pay or
provide for the payment of all Senior Bonds and Parity Obligations
in full before any payment is made upon the indebtedness
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evidenced by the Subordinated Bonds and Subordinate

Obligations; and

3) notwithstanding  the
foregoing, in the event that, upon any such dissolution or winding
up or liquidation, any payment or distribution of assets of the
System of any kind or character, whether in cash, property or
securities, including any such payment or distribution which may
be payable or deliverable by reason of the payment of any other
indebtedness or other obligations of the System being subordinated
to the payment of the Subordinated Bonds and Subordinate
Obligations, shall be received by the Fiscal Agent or by the owners
of the Subordinated Bonds or Subordinate Obligations (or by the
Fiscal Agent on behalf of the Owners of the Subordinated Bonds
or the Subordinate Obligations) before all Senior Bonds and Parity
Obligations are paid or duly provided for in full, such payment or
distribution shall be paid over to the owners of such Senior Bonds
and Parity Obligations for application to the payment thereof until
such Senior Bonds and Parity Obligations shall have been paid or
provision for such payment shall have been made in full.

Upon any payment or distribution of assets
of the System referred to in this Section 1201, the Fiscal Agent and
the owners of the Subordinated Bonds and Subordinate Obligations
shall be entitled to rely upon (i) any order or decree of a court of
competent jurisdiction in which such dissolution, winding up,
liquidation or reorganization proceedings are pending or (ii) a
certificate of the liquidating trustee or agent or other person
making any payment or distribution to the Fiscal Agent or the
owners of the Subordinated Bonds and Subordinate Obligations for
the purpose of ascertaining the persons entitled to participate in
such payment or distribution, the owners of Senior Bonds and
Parity Obligations and other indebtedness of the System, the
amount thereof or payable thereon, the amount or amounts paid or
distributed thereon and all other facts pertinent thereto, or to this
Article.

(c) (1) In the event that
moneys available to pay Bonds shall not be sufficient to pay in full
all amounts due on the Bonds, the owners of all Senior Bonds and
Parity Obligations then Outstanding shall be entitled to receive
payment in full of all principal of and interest on all such
obligations then due and payable before the owner of any
Subordinated Bond or Subordinate Obligation is entitled to receive
any payment from the Pledged Property of principal (and premium,
if any) or interest upon such Subordinated Bond and Subordinate
Obligation.

(2) The provisions of
subsection (b) and (c) are solely for the purpose of defining the
relative rights of the owners of Senior Bonds and Parity
Obligations on the one hand, and the owners of Subordinated
Bonds and Subordinate Obligations on the other hand, and nothing
therein shall impair, as between the System and the owners of the
Subordinated Bonds and Subordinate Obligations, the obligation of
the System, which is unconditional and absolute, to pay to the
owners thereof the principal thereof and premium, if any, and
interest thereon in accordance with their terms, nor shall anything
therein prevent the owners of the Subordinated Bonds and
Subordinate Obligations from exercising all remedies otherwise
permitted by applicable law or thereunder upon default thereunder,
subject to the rights under subsections (b) and (c) of the owners of
Senior Bonds and Parity Obligations to receive cash, property or
securities from the funds pledged to Senior Bonds and Parity
Obligations under this Resolution otherwise payable or deliverable
to the owners of the Subordinated Bonds and Subordinate
Obligations; and insofar as a trustee, fiscal agent or paying agent
for such Subordinated Bonds and Subordinate Obligations is
concerned, the foregoing provisions shall not prevent the
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application by such trustee, fiscal agent or paying agent of any
moneys deposited with such trustee, fiscal agent or paying agent
for the purpose of the payment of or on account of the principal
(and premium, if any) and interest on such Subordinated Bonds
and Subordinate Obligations if such trustee, fiscal agent or paying
agent did not have knowledge at the time of such application that
such payment was prohibited by the foregoing provisions.

(d) No owner of Senior Bonds and
Parity Obligations shall be prejudiced in this right to enforce
subordination of the Subordinated Bonds and Subordinate
Obligations by any act or failure to act on the part of the System.

(e) Any issue of Subordinated Bonds
and Subordinate Obligations may have such rank or priority with
respect to any other issue of Subordinated Bonds and Subordinate
Obligations as may be provided herein, in the applicable
Supplemental Resolution or other instrument securing such issue
of Subordinated Bonds and Subordinate Obligations and may
contain such other provisions as are not in conflict with the
provisions of this Resolution.

SECTION 1202. Liability of Fiscal Agent
and successor Fiscal Agent in respect of Subordination.

With respect to the Owners of Senior Bonds and Parity
Obligations, the Fiscal Agent undertakes to perform or to observe
only such of its covenants and objectives as are specifically set
forth in this Resolution, and no implied covenants or obligations
with respect to the owners of Senior Bonds and Parity Obligations
shall be read into this Resolution against the Fiscal Agent. Neither
the Fiscal Agent nor any successor Fiscal Agent shall be deemed to
owe any fiduciary duty to the owners of Subordinated Bonds and
Subordinate Obligations and shall not be liable to such owners if it
shall mistakenly pay over or transfer to owners of Senior Bonds
and Parity Obligations, the System or any other person, moneys to
which any owners of Subordinated Bonds and Subordinate
Obligations shall be entitled by virtue of this Section 1202 or
otherwise; provided, however, that neither the Fiscal Agent nor
any successor Fiscal Agent shall be relieved from liability for its
own negligent action, its own negligent failure to act, or its own
willful misconduct. Notwithstanding any of the provisions of this
Section 1202 or any other provision of this Resolution, neither the
Fiscal Agent nor any such successor Fiscal Agent shall at any time
be charged with knowledge of the existence of any facts that would
prohibit the making of any payment of moneys to or by the Fiscal
Agent or any such successor Fiscal Agent in respect of
Subordinated Bonds and Subordinate Obligations or of any default
in the payment of the principal of or premium, if any, or interest on
any Subordinated Bonds and Subordinate Obligations, unless and
until the Fiscal Agent or such successor Fiscal Agent shall have
received written notice thereof from the System or the owners of a
majority in principal amount of any class or category of any
Subordinated Bonds and Subordinate Obligations or from any
fiscal agent or other fiduciary therefor and any financial institution
that provides credit or security for any Subordinated Bonds and
Subordinate Obligations; and before the receipt of any such written
notice, the Fiscal Agent shall be entitled in all respects to assume
that no such facts exist; provided, however, that if the Fiscal Agent
shall not have received the notice provided for in this Section 1202
at least two Business Days prior to the date upon which by the
terms hereof any money may become payable for any purpose
(including, without limitation, the payment of the principal of, any
premium or interest on any Bond of such series), then, anything
herein contained to the contrary notwithstanding, the Fiscal Agent
shall have full power and authority to receive such money and to
apply the same to the purposes for which they were received, and
shall not be affected by any notice to the contrary that may be
received by it within two Business Days prior to such date.
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SECTION 1203. When Payment
Subordinated Bonds and Subordinate Obligations Allowed.

of

Nothing contained in this Resolution or in any Senior
Bonds and Parity Obligations or Subordinated Bonds and
Subordinate Obligations shall (a) affect the obligation of the
System to make, or prevent the System from making, at any time,
except as provided in Section 1201, payments of principal of or
premium, if any, or interest on Senior Bonds and Parity
Obligations or the Subordinated Bonds and Subordinate
Obligations, or (b) prevent the application by the Fiscal Agent of
any moneys deposited with it hereunder for such purpose to the
payment of or on account of the principal of or premium, if any, or
interest on Senior Bonds and Parity Obligations or the
Subordinated Bonds and Subordinate Obligations, if, at the time of
such payment or deposit, the Fiscal Agent did not have at least two
Business Days’ written notice or actual knowledge of any event
prohibiting the making of such deposit by the System.

SECTION 1204. Subrogation of Owners of
Subordinated Bonds and Subordinate Obligations.

Subject to the payment in full of all Senior Bonds and
Parity Obligations as provided in Section 1201, the owners of the
Subordinated Bonds and Subordinate Obligations shall be
subrogated to the rights of the owners of Senior Bonds and Parity
Obligations to receive payments or distributions of assets of the
System made on Senior Bonds and Parity Obligations until the
Subordinated Bonds and Subordinate Obligations shall be paid in
full, and no payments or distributions to the owners of Senior
Bonds and Parity Obligations by the System or by the owners of
the Subordinated Bonds and Subordinate Obligations shall, as
between the System and the owners of the Subordinated Bonds and
Subordinate Obligations, be deemed to be a payment by the
System to or on account of the Subordinated Bonds and
Subordinate Obligations, it being understood that the provisions of
this Article are and are intended solely for the purpose of defining
the relative rights of the owners of the Subordinated Bonds and
Subordinate Obligations and of Senior Bonds and Parity
Obligations and nothing in this Article shall or is intended to, as
between the System and the owners of the Subordinated Bonds and
Subordinate Obligations, impair the obligation of the System,
which is unconditional and absolute, to pay from the sources
herein provided to the owners of the Subordinated Bonds and
Subordinate Obligations the principal of and premium, if any, and
interest on the Subordinated Bonds and Subordinate Obligations in
accordance with their terms, nor shall anything in this Article XII
prevent the Fiscal Agent or the owner of any Subordinated Bond
and Subordinate Obligation from exercising all remedies otherwise
permitted by applicable law upon default hereunder, subject to the
rights, if any, under this Article XII of the owners of Senior Bonds
and Parity Obligations in respect of cash, property or securities of
the System received upon the exercise of any such remedy.

SECTION 1205.
Bond Facilities.

Treatment of Ancillary

Any payment made under any Ancillary Bond Facility,
to the owners of the Subordinated Bonds or Subordinate
Obligations having the benefit of such Ancillary Bond Facility, by
the appropriate obligor thereof shall be retained by such owners for
their own account, and no owner of Senior Bonds or Parity
Obligations is to have any right with respect to any such payment
so made.

As between the obligor whose Ancillary Bond Facility,
secures any Subordinated Bond and Subordinate Obligation and
the owner of such Subordinated Bonds and Subordinate
Obligations, any payment made on such Subordinated Bond and
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Subordinate Obligation by the System which, under the
subordination provisions of this Article, is required to be paid over
to the owners of the Senior Bonds or Parity Obligations, shall not
constitute a payment on such Subordinated Bond or Subordinate
Obligation but, instead, shall be treated for all purposes of such
Ancillary Bond Facility, as though such payment had not been
made by the System. Until the owner of the Subordinated Bond or
Subordinate Obligation so guaranteed has received from the
System, or from such obligor, moneys which such owner is entitled
to retain for its own account, equal in the aggregate to the principal
amount of his Subordinated Bond or Subordinate Obligation and
any accrued and unpaid interest thereon, such obligor shall remain
liable on its Ancillary Bond Facility, and, unless otherwise
provided in such Ancillary Bond Facility, shall not be subrogated
to any of the rights of the owner of such Subordinated Bond or
Subordinate Obligation.

SECTION 1206. Amendments to Senior Bonds
and Parity Obligations not Requiring Consent of Owners of
Subordinated Bonds and Subordinate Obligations.

Unless otherwise provided therefor in the Senior Bonds
and Parity Obligations, the owners of the Senior Bonds and Parity
Obligations may extend, renew, modify or amend the terms of
Senior Bonds or Parity Obligations or any security therefor and
release, sell or exchange such security and otherwise deal freely
with the System, all without notice to or consent of the owners of
the Subordinated Bonds and Subordinate Obligations and without
affecting the liabilities and obligations of the System or the owners
of the Subordinated Bonds and Subordinate Obligations.

ARTICLE XIII
MISCELLANEOUS

SECTION 1301. Defeasance.

1. Bonds which are denominated
and payable only in Dollars may be defeased pursuant to the
provisions of this Section, unless otherwise provided in a
Supplemental Resolution. Defeasance provisions, if any, for
Bonds denominated in a Foreign Currency or Currencies may be
defeased pursuant to the provisions of this Section, as affected by
the provisions of the related Supplemental Resolution. The System
shall pay and indemnify the Fiscal Agent against any tax, fee or
other charge imposed on or assessed against the Defeasance
Securities deposited pursuant to this Article or the principal and
interest received in respect thereof other than any such tax, fee or
other charge which by law is for the account of the Bondowners.

2. If the System shall pay or cause
to be paid, or there shall otherwise be paid, to the Owners of all
Bonds then Outstanding, the principal and interest and Redemption
Price, if any, to become due thereon, at the times and in the manner
stipulated therein and in this Resolution, then, at the option of the
System, expressed in an instrument in writing signed by an
Authorized Officer of the System and delivered to the Fiscal
Agent, the covenants, agreements and other obligations of the
System to the Bondowners shall be discharged and satisfied. In
such event, and provided that all amounts owing to the Fiscal
Agent and all Beneficiaries shall have been fully paid, the Fiscal
Agent shall, upon the request of the System, execute and deliver to
the System such instruments as may be desirable to evidence such
discharge and satisfaction and the Fiscal Agent shall pay over or
deliver to the System all money, securities and funds held by it
pursuant to this Resolution which are not required for the payment
or redemption of Bonds not theretofore surrendered for such
payment or redemption.
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3. Bonds (or any portion thereof)
for the payment or redemption of which moneys shall have been
set aside and shall be held in trust by the Fiscal Agent at the
maturity or redemption date thereof shall be deemed to have been
paid within the meaning and with the effect expressed in
paragraph 2 of this Section. Any Outstanding Bond (or portion
thereof) shall, prior to the maturity or redemption date thereof, be
deemed to have been paid within the meaning and with the effect
expressed in paragraph 2 of this Section 1301 if (a)in case said
Bond (or portion thereof) is to be redeemed on any date prior to its
maturity, the System shall have given to the Fiscal Agent
irrevocable instructions to give notice of redemption on said date
of such Bond as provided in Article IV of this Resolution, (b) there
shall have been deposited with the Fiscal Agent either moneys in
an amount which shall be sufficient, or Defeasance Securities the
principal of and interest on which when due and without
reinvestment, except as provided below, will provide moneys
which, together with the moneys, if any deposited with the Fiscal
Agent at the same time, shall be sufficient to pay when due the
principal or Redemption Price, if applicable, and interest due and
to become due on said Bond (or portion thereof) on and prior to the
redemption date or maturity date thereof, as the case may be, and
(c) in the event said Bond is not by its terms subject to redemption
or maturity within the next succeeding sixty (60) days, the System
shall have given the Fiscal Agent irrevocable instructions to give,
not less than seven (7) days after receipt of such instructions, a
notice to the Owner of the Bond (or portion thereof) which is to be
deemed to have been paid hereunder that the deposit required by
(b) above has been made with the Fiscal Agent and that said Bond
(or portion thereof) is deemed to have been paid in accordance
with this Section and stating such maturity or redemption date
upon which moneys are to be available for the payment of the
principal or Redemption Price, if applicable, of and interest on said
Bond (or portion thereof). Such notice shall be mailed, postage
prepaid, to the Owner of said Bond (or portion thereof) at its last
mailing address, if any, appearing on the registry books, but such
mailing shall not be a condition precedent to the deemed payment
of such Bond and failure so to mail, or failure by any Owner to
receive, any such notice shall not affect the validity of the
defeasance of such Bond (or portion thereof) as herein provided
for.

Neither Defeasance Securities nor moneys
deposited with the Fiscal Agent pursuant to this Section, nor
principal or interest payments on any such Defeasance Securities,
shall be withdrawn or used for any purpose other than, and shall be
held in trust for, the payment of the principal or Redemption Price,
if applicable, of and interest on said Bond (or portion thereof);
provided that any cash received from such principal or interest
payments on such Defeasance Securities deposited with the Fiscal
Agent, if not then needed for such purpose, shall, to the extent
practicable, be reinvested by the Fiscal Agent at the written
direction of the System in Defeasance Securities maturing at the
time or times and in the amount or amounts sufficient to pay when
due the principal or Redemption Price, if applicable, of and interest
to become due on said Bond (or portion thereof) on and prior to
such redemption date or maturity date thereof, as the case may be.
Any income or interest earned by, or increment to, the investment
of any such moneys so deposited, in excess of the amounts
required hereinabove to pay the principal of, Redemption Price, if
applicable, of and interest on such Bond (or portion thereof), shall
be deposited as realized by the Fiscal Agent in the Revenue
Account. To the extent required by the provider of a Credit
Facility, Bonds to which such Credit Facility relates shall not be
deemed paid hereunder unless there shall have been delivered to
the Fiscal Agent and the provider of such Credit Facility (a)a
verification report of a firm of independent accountants verifying
the sufficiency of the escrow created hereunder to timely make full
payment of principal or Redemption Price, if applicable, of and
interest on such Bond (or portion thereof) to the dates scheduled

VI-27

for such payment, and (b) an Opinion of Counsel to the effect that,
based upon the assumptions stated in such opinion, such Bonds are
deemed to be paid under this Section 1301.

4. For purposes of determining
whether an Adjustable Rate Bond (or any portion thereof) shall be
deemed to have been paid prior to the maturity or redemption date
thereof, as the case may be, by the deposit of moneys, or
Defeasance Securities and moneys, if any, in accordance with the
second sentence of paragraph 3 of this Section, the interest to come
due on such Adjustable Rate Bond (or portion thereof) on or prior
to the maturity date or redemption date thereof, as the case may be,
shall be calculated at the Maximum Interest Rate permitted by the
terms thereof; provided, however, that if on any date, as a result of
such Adjustable Rate Bond (or portion thereof) having borne
interest at less than such Maximum Interest Rate for any period,
the total amount of moneys and Defeasance Securities on deposit
with the Fiscal Agent for the payment of interest on such
Adjustable Rate Bond (or portion thereof) is in excess of the total
amount which would have been required to be deposited with the
Fiscal Agent on such date in respect of such Adjustable Rate Bond
(or portion thereof) in order to satisfy the second sentence of
paragraph 3 of this Section, the Fiscal Agent shall, if requested by
the System, pay the amount of such excess to the System free and
clear of any trust, pledge, lien, encumbrance or security interest
created hereby.

5. An Option Bond (or any portion
thereof) shall be deemed to have been paid in accordance with the
second sentence of paragraph 3 of this Section only if, in addition
to satisfying the requirements of clauses (a) and (c¢) of such
sentence, there shall have been deposited with the Fiscal Agent
moneys in an amount which shall be sufficient to pay when due the
maximum amount of principal of and premium, if any, and interest
on such Bond (or portion thereof) which could become payable to
the Owner of such Bond upon the exercise of any options provided
to said Owner; provided, however, that if, at the time a deposit is
made with the Fiscal Agent pursuant to paragraph 3 of this Section,
the options originally exercisable by said Owner are no longer
exercisable, such Bond shall not be considered an Option Bond for
purposes of this paragraph 5. If any portion of the moneys
deposited with the Fiscal Agent for the payment of the principal of
and premium, if any, and interest on said Option Bond (or portion
thereof) is not required for such purpose, the Fiscal Agent shall, if
requested by the System in writing, pay the amount of such excess
to the System free and clear of any trust, pledge, lien, encumbrance
or security interest created hereby.

6. Anything in this Resolution to
the contrary notwithstanding, but subject to any applicable law to
the contrary, any moneys held by the Fiscal Agent in trust for the
payment of the principal of or premium, if any, or interest on any
Bond which remain unclaimed for two (2) years after the date
when such principal, premium, if any, or interest, as the case may
be, has become due and payable, either at their stated maturity
dates or by call for earlier redemption or otherwise, shall, at the
written request of the System, be repaid by the Fiscal Agent to the
System, as its absolute property and free from trust, and the Fiscal
Agent shall thereupon be released and discharged with respect
thereto and the Bondowner shall look only to the System for the
payment of such principal, premium, if any, or interest, as the case
may be; provided, however, that before being required to make any
such payment to the System, the Fiscal Agent shall, at the expense
of the System, cause to be published once in a newspaper or
financial journal, customarily published at least once a day for at
least five (5) days (other than legal holidays) in each calendar
week, printed in the English language and of general circulation in
the Borough of Manhattan, City and State of New York, a notice
that said moneys remain unclaimed and that, after a date named in
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said notice, which date shall be not less than thirty (30) days after
the date of the publication of such notice, the balance of such
moneys then unclaimed will be returned to the System.

SECTION 1302. Evidence  of  Signatures  of
Bondowners and Owners of Bonds.
1. Any request, consent, revocation

of consent or other instrument which this Resolution may require
or permit to be signed and executed by the Bondowners may be in
one or more instruments of similar tenor, and shall be signed or
executed by such Bondowners in person or by their attorneys
appointed in writing. The fact and date of the execution by any
Bondowner or his attorney duly authorized in writing of such
instruments may be proved by a guarantee of the signature thereon
by a bank or trust company or by the certificate of any notary
public or other officer authorized to take acknowledgments of
deeds, that the person signing such request or other instrument
acknowledged to him the execution thereof, or by an affidavit of a
witness of such execution, duly sworn to before such notary public
or other officer. Where such execution is by an officer of a
corporation or association or a member of a partnership, or on
behalf of such a corporation, association or partnership, such
signature guarantee, certificate or affidavit shall constitute proof of
his authority.

2. The ownership of Bonds and the
amount, numbers and other identification, and date of holding the
same shall be proved by the registry books.

3. Any request or consent by the
Owner of any Bond shall bind all future Owners of such Bond in
respect of anything done or suffered to be done by the System or
the Fiscal Agent in accordance therewith.

SECTION 1303. Moneys Held for Particular
Bonds. The amounts held by the Fiscal Agent for the payment of
the interest, principal or Redemption Price due on any date with
respect to particular Bonds shall, on and after such date and
pending such payment, be set aside on its books and held in trust
by it for the Owners of such Bonds.

SECTION 1304. Preservation and Inspection of
Documents. All documents received by the Fiscal Agent under the
provisions of this Resolution shall be retained in its possession and
shall be subject at all reasonable times to the inspection of the
System, and any Bondowner or other Beneficiary and their agents
and their representatives any of whom may make copies thereof.

SECTION 1305. Parties Interested Herein.
Nothing in this Resolution expressed or implied is intended or shall
be construed to confer upon, or to give to, any Person, other than
the System, the Fiscal Agent, the Beneficiaries, and the Owners of
the Bonds, any right, remedy or claim under or by reason of this
Resolution or any covenant, condition or stipulation thereof; and
all the covenants, stipulations, promises and agreements in this
Resolution contained by and on behalf of the System shall be for
the sole and exclusive benefit of the System, the Fiscal Agent, the
Beneficiaries, and the Owners of the Bonds.

SECTION 1306. No Personal Liability. Neither
the members of the System nor any other Person executing the
Bonds or an Ancillary Bond Facility shall be subject to any
personal liability or accountability by reason of the issuance or
execution and delivery thereof.
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SECTION 1307. Successors and Assigns.
Whenever in this Resolution the System is named or referred to, it
shall be deemed to include its successors and assigns and all the
covenants and agreements in this Resolution contained by or on
behalf of the System shall bind and inure to the benefit of its
successors and assigns whether so expressed or not.

SECTION 1308. Severability of Invalid
Provisions. If any one or more of the covenants or agreements
provided in this Resolution on the part of the System or the Fiscal
Agent to be performed should be contrary to law, then such
covenant or covenants, agreement or agreements, shall be deemed
severable from the remaining covenants and agreements, and shall
in no way affect the validity of the other provisions, of this
Resolution.

SECTION 1309. Headings. The section headings
contained herein are for reference purposes only and will not affect
in any way the meaning or interpretation of this Resolution.

SECTION 1310. Conflict. All resolutions or parts
of resolutions or other proceedings of the System in conflict
herewith be and the same are repealed insofar as such conflict
exists.

SECTION 1311. Governing Law. This Resolution
shall be governed by, and construed and enforced in accordance
with, the laws of the Commonwealth; provided, however, that the
formalities leading to the creation of the trusts contained in this
Resolution shall be governed by the laws of the State of New York
and, provided further, to the maximum extent permitted by
applicable law, the rights, duties, privileges and immunities of the
Fiscal Agent, any paying agent and Bond Registrar, shall be
governed by the law of the jurisdiction in which its Corporate
Trust Office is located.

SECTION 1312. Notices. Any notice, demand,
direction, request or other instrument authorized or required by this
Resolution to be given to or filed with the System or the Fiscal
Agent shall be deemed to have been sufficiently given or filed for
all purposes of this Resolution if and when delivered:

To the System: Employees Retirement System of the Government
of the Commonwealth of Puerto Rico

P.O. Box 42003

San Juan, Puerto Rico 00940

437 Ponce de Ledn Avenue
Stop 32'2
Hato Rey, Puerto Rico 00918

Telephone:(787) 754-4545
Fax: (787) 250-7251
Attn.: Administrator
To the Fiscal Agent: The Bank of New York
101 Barclay Street

Floor 7W

New York, New York 10286

Telephone:(212) 815-6955
Fax: (212) 815-5595 or 5596
Attn.: Northern Municipals Department

The System or the Fiscal Agent by notice to the other
may designate additional or different addresses for subsequent
notices or communications. Notwithstanding the foregoing, any
notice, demand, request or other instrument to be given or filed
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with the Fiscal Agent shall be effective only upon receipt by the
Fiscal Agent.

The Fiscal Agent shall have the right, but shall not be
required, to rely upon and comply with instructions and directions
sent by e-mail, facsimile and other similar unsecured electronic
methods by persons believed by the Fiscal Agent to be authorized
to give instructions and directions on behalf of the System. The
Fiscal Agent shall have no duty or obligation to verify or confirm
that the person who sent such instructions or directions is, in fact, a
person authorized to give instructions or directions on behalf of the
System; and the Fiscal Agent shall have no liability for any losses,
liabilities, costs or expenses incurred or sustained by the System as
a result of such reliance upon or compliance with such instructions
or directions. The System agrees to assume all risks arising out of
the use of such electronic methods to submit instructions and
directions to the Fiscal Agent, including without limitation the risk
of the Fiscal Agent acting on unauthorized instructions, and the
risk of interception and misuse by third parties.

SECTION 1313. Jury Trial Waiver. EACH
PARTY HERETO, AND EACH BONDOWNER AND
BENEFICIARY BY ITS ACCEPTANCE OF THE BENEFITS OF
THIS RESOLUTION, HEREBY WAIVES, TO THE FULLEST
EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT
IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY
LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT
OF, UNDER OR IN CONNECTION WITH THIS
RESOLUTION.

SECTION 1314. Effective Date. This Resolution
shall take effect immediately upon its adoption.
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EXHIBIT A
SECURITY AGREEMENT

This SECURITY AGREEMENT, dated as
of , 2008, is by and between the Employees Retirement
System of the Government of the Commonwealth of Puerto Rico
(the “Debtor”) and Owners (this and other capitalized terms used
herein and not otherwise defined herein shall have the meanings
given to them in the Resolution referenced below) from time to
time of the Pension Funding Bonds of the Debtor (the “Pension
Funding Bonds”) issued from time to time pursuant to the
provisions of the Debtor’s Resolution No. _ , adopted on

, 2008, as amended and supplemented from time to time
(the “Resolution”), and other Beneficiaries, which Owners and
Beneficiaries are represented for purposes of this Security
Agreement by The Bank of New York, as fiscal agent under the
Resolution (the “Secured Party”). Capitalized words not defined
herein shall have the meaning ascribed to them in the Resolution.

In order to provide security for the Debtor’s
payment of principal of, premium (if any) and interest on its
Pension Funding Bonds and payment to Beneficiaries and the
Fiscal Agent in accordance with their respective terms and the
terms of the Resolution, Debtor hereby grants to the Secured Party
a security interest in all Revenues; all right, title and interest of the
System in and to Revenues, and all rights to receive the same; the
Funds, Accounts, and Subaccounts held by the Fiscal Agent, and
moneys and securities and, in the case of the Debt Service Reserve
Account, Reserve Account Cash Equivalents, from time to time
held by the Fiscal Agent under the terms of this Resolution, subject
to the application thereof as provided in the Resolution; any and all
other rights and real or personal property of every kind and nature
from time to time hereafter pledged and assigned by the System to
the Fiscal Agent as and for additional security for the Bonds and
Parity Obligations; and, any and all cash and non-cash proceeds,
products, offspring, rents and profits from any of the Pledged
Property mentioned described herein, including, without limitation,
those from the sale, exchange, transfer, collection, loss, damage,
disposition, substitution or replacement of any of the foregoing.

Remedies for failure of the Debtor to make
timely payment of principal of, premium (if any) and interest on
the Pension Funding Bonds or failure of the Debtor to fulfill its
other covenants contained in the Resolution for the benefit of the
Owners of the Pension Funding Bonds are as set forth in the
Resolution.

The Debtor shall cause UCC financing
statements and continuation statements to be filed, as appropriate,
and the Secured Party shall not be responsible for any UCC filings.

EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO

By:

Name and Title:

THE BANK OF NEW YORK, as Fiscal Agent under the
Resolution

By:

Name and Title:
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EXHIBIT B
DEFINITIONS

The following terms shall, for all purposes of this
Resolution, have the following meanings, unless the context shall
clearly indicate some other meaning:

Administrator shall the

Administrator of the System pursuant to the Act.

mean

Account or Accounts shall mean any
account or accounts, including, without limitation, bank, deposit or
securities accounts, as the case may be, established and created
pursuant to this Resolution, but does not include any escrow or
other fund or account established or created pursuant to
Section 1301.

Accreted Amount shall mean, on any date
and with respect to any particular Capital Appreciation Bond or
Convertible Capital Appreciation Bond, the initial principal
amount at issuance of such Bond plus accretion of principal, based
on compounding on each Accretion Date to the date of maturity
thereof (with respect to a Capital Appreciation Bond) or to the
Current Interest Commencement Date (with respect to a
Convertible Capital Appreciation Bond) at the same interest rate as
shall produce a compounded amount on such date of maturity or
Current Interest Commencement Date, as applicable, equal to the
principal amount thereof on such date; provided, that Accreted
Amount on any day which is not a Accretion Date shall be
determined on the assumption that the Accreted Amount accrues in
equal daily amounts between Accretion Dates.

Accretion Date shall mean the date on
which interest on a Capital Appreciation Bond or Convertible
Capital Appreciation Bond is compounded and added to principal
in the form of Accreted Amount, as set forth in the related
Supplemental Resolution.

Accrued Payment Obligation shall mean,
with respect to any Class of Bonds and the related Parity
Obligations or Subordinate Obligations, and for any Bond Year, as
of any date, the aggregate of the Principal Installments of and
interest on such Bonds, and the principal and interest components
of such related Parity Obligations or Subordinate Obligations, due
and unpaid during such Bond Year (or, in the case of Debt Service
Account deposits, for Bonds with scheduled payments due more
frequently that semi-annually, the current Bond Year and the first
three months of the following Bond Year); provided that in the
case of Adjustable Rate Bonds or Bonds other than fixed rate
Bonds denominated in U.S. dollars, the interest shall be based on
the Assumed Interest Rate. For purposes of this definition,
principal, interest or other obligations for the payment for which
the Fiscal Agent shall hold in escrow sufficient funds in a
segregated account (including the Capitalized Interest Account and
any escrow for the payment of Bonds that are defeased as provided
in this Resolution) shall not be taken into consideration.

Act shall mean Act No. 447 of the
Legislative Assembly of Puerto Rico, approved May 15, 1951, as
amended and supplemented.

Adjustable Rate shall mean a variable,
adjustable, convertible or similar interest rate or rates to be borne
by a Series of Bonds or any one or more maturities within a Series
of Bonds, for which the method of computing such variable
interest rate is specified in the Supplemental Resolution
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authorizing such Bonds; provided, that the related Supplemental
Resolution shall specify (i) whether a Qualified Hedge is to be
applicable to such Adjustable Rate Bonds and, if not, or to the
extent not so applicable, a Maximum Interest Rate, and (ii) the
method or methods for determining the Adjustable Rate and the
frequency of change thereof; and provided further, that the method
or methods for determining the Adjustable Rate may include the
selection of such rate by an indexing agent or remarketing agent as
provided in an agreement between the System and such agent, the
utilization of an index or indices as described in the related
Supplemental Resolution, the utilization of an auction as described
in the related Supplemental Resolution, or such other standard or
standards set forth by the System in the related Supplemental
Resolution or any combination of the foregoing; and provided
further, that the Adjustable Rate may never exceed any Maximum
Interest Rate related thereto or, if none, the Legal Maximum
Interest Rate.

Adjustable Rate Bond shall mean any
Bond which bears an Adjustable Rate, provided that a Bond the
interest rate on which shall have been fixed for the remainder of
the term thereof shall no longer be deemed to bear interest at an
Adjustable Rate.

Amortized Value, when used with respect
to Investment Obligations purchased at a premium above or a
discount below par, shall mean the value at any given date, as
calculated by the Fiscal Agent, obtained by dividing the total
premium or discount at which such Investment Obligations were
purchased by the number of interest payment dates remaining to
maturity on such Investment Obligations after such purchase and
by multiplying the amount so calculated by the number of interest
payment dates having passed since the date of such purchase; and
(i) in the case of Investment Obligations purchased at a premium,
by deducting the product thus obtained from the purchase price,
and (ii) in the case of Investment Obligations purchased at a
discount, by adding the product thus obtained to the purchase
price.

Ancillary Bond Facility shall mean each
Credit Facility, each Liquidity Facility, each Qualified Hedge, and
each Standby Purchase Agreement.

Ancillary Facility Providers shall mean,
collectively, each Credit Facility Provider, each Liquidity Facility
Provider, each Qualified Hedge Provider, and each Standby
Purchase Facility Provider.

Assumed Interest Rate shall mean, for
Adjustable Rate Bonds, (i) a fixed rate payable by the System
under a related Qualified Hedge plus the fixed component of
interest on the related Bonds, if any, not included in the payments
to be made under the Qualified Hedge by the Qualified Hedge
Provider, (ii) for any Qualified Hedge that shall provide for
payments from the System that result in a capped rate on the
Adjustable Rate Bonds, such capped rate, or (iii) for any
Adjustable Rate Bonds that shall not be the subject of a Qualified
Hedge, the lesser of the Maximum Interest Rate established
therefor and the Legal Maximum Interest Rate. The Supplemental
Resolution relating to Bonds other than fixed rate Bonds
denominated in U.S. dollars may include other provisions for
determining the Assumed Interest Rate.

Authorized Officer shall mean (i) in the
case of the System, the Administrator, and when used with
reference to any act or document, any other person authorized by
resolution of the System to perform such act or sign such
document (the Fiscal Agent may request that the System deliver an
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officers’ certificate setting forth the names of individuals and/or
titles of officers authorized at such time to take specified actions
pursuant to this Resolution), and (ii) in the case of the Fiscal
Agent, any officer assigned to the Northern Municipals
Department (or any successor division or unit) of the Fiscal Agent
located at the Corporate Trust Office, or such other address as the
Fiscal Agent may designate from time to time by notice to the
System, who shall have direct responsibility for the administration
of this Resolution, and for the purposes of the thirteenth sentence
of Section 802 of this Resolution shall also include any other
officer of the Fiscal Agent to whom any matter is referred because
of such officer’s knowledge of and familiarity with the particular
subject.

Beneficiaries shall mean (i) the Owners of
Bonds Outstanding, (ii) Credit Facility Providers and Liquidity
Facility Providers as to which there are Parity Obligations or
Subordinate Obligations outstanding, and (iii) Qualified Hedge
Providers as to which there are Qualified Hedges outstanding.

Bond or Bonds shall mean the initial Series
of Bonds and any additional Bonds authorized to be issued on a
parity therewith pursuant to Section 202 or 708.

Bondowner shall mean any person who
shall be the registered owner of any Outstanding Bond or Bonds.

Bond Payment Date shall mean each date
on which Principal Installments of and/or interest on Bonds are due
and payable by the System.

Bond Year shall mean a twelve-month
period commencing on the second day of July in any calendar year
and ending on the first day of July in the immediately succeeding
calendar year.

Business Day shall mean any day other than
(i)a Saturday or Sunday, or (ii)a day on which banking
institutions in San Juan, Puerto Rico, New York, New York, or any
city in which the principal office of the Fiscal Agent, Ancillary
Facility Providers (if any), the Remarketing Agent (if any), the
Tender Agent (if any), or the Auction Agent (if any) is located are
authorized or required by law or executive order to remain closed.

Capital Appreciation Bonds shall mean the
Bonds of any Series so designated in a Supplemental Resolution;
provided, however, that the term “Capital Appreciation Bonds”
shall only be used with respect to Bonds the interest on which is
payable only at maturity or earlier redemption or acceleration of
maturity, in amounts determined by reference to the Accreted
Amount of each Bond.

Capitalized Interest Account shall mean
the Capitalized Interest Account established pursuant to Section
502.

Class shall mean the designation of Bonds
by whether they are Senior Bonds or Subordinated Bonds.

Class Priority shall mean, at any time that
there shall be Subordinated Bonds Outstanding, and with respect to
funding of Debt Service Accounts and Debt Service Reserve
Accounts pursuant to Section 504, and payment of Bonds upon an
Event of Default under Article XI, funding or payment of the total
amount then owing, as applicable, in the order of Senior Bonds and
Parity Obligations first until full funding or payment thereof,
followed by Subordinated Bonds and Subordinate Obligations of
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the highest payment priority next until full funding or payment
thereof.

Code shall mean the United States Internal
Revenue Code of 1986, as amended.

shall

Commonwealth the

Commonwealth of Puerto Rico.

mean

Convertible Capital Appreciation Bonds
shall mean Bonds which, on or prior to the Current Interest
Commencement Date, have the characteristics of Capital
Appreciation Bonds and, after the Current Interest Commencement
Date, have the characteristics of Current Interest Bonds, in each
case with such further terms and conditions as may be designated
therefor in the Supplemental Resolution authorizing such Bonds.

Corporate Trust Office shall mean the
office of the Fiscal Agent at which at any particular time its
corporate trust business shall be principally administered, which
office at the date of the adoption of this Resolution is located at
101 Barclay Street, 7W, New York, New York 10286, Attention:
Northern Municipals Department, or such other address as the
Fiscal Agent may designate from time to time by notice to the
System, or the principal corporate trust office of any successor
Fiscal Agent (or such other address as such successor Fiscal Agent
may designate from time to time by notice to the System).

Covered Payroll shall mean the payroll of
all employees of an Employer, other than its irregular and
transitory employees, and other than the employees who are
covered by one of the Commonwealth’s other retirement systems
(it being understood that the payroll of employees covered by the
System’s defined contribution plan constitutes Covered Payroll).

Credit Facility shall mean each irrevocable
letter of credit, bond insurance policy, surety bond, loan
agreement, or other agreement, facility or insurance or guaranty
arrangement issued or extended by a bank, a trust company, a
national banking association, an organization subject to registration
with the Board of Governors of the Federal Reserve System under
the Bank Holding Company Act of 1956 or any successor
provisions of law, a federal branch pursuant to the International
Banking Act of 1978 or any successor provisions of law, a savings
bank, a savings and loan association, a Federal Home Loan Bank, a
corporation, an insurance company or association chartered or
organized under the laws of any state of the United States of
America, the Government National Mortgage Association or any
successor thereto, Fannie Mae, the Federal Home Loan Mortgage
Corporation or any successor thereto, or any other federal or state
agency or instrumentality approved by the System, which secures
the payment of any Bond, or pursuant to which the System is
entitled to obtain moneys to pay, in the Currency in which the
Bonds of such Series are payable, the principal or Redemption
Price of Bonds (or any related Qualified Hedges) due in
accordance with their respective terms plus accrued interest
thereon to the date of payment thereof in accordance herewith and
with the Supplemental Resolution authorizing such Bonds, whether
or not the System is in default under this Resolution; provided, that
use of a Credit Facility shall not result, at the time of delivery of
the Credit Facility, in a reduction in the Rating of any Bonds
Outstanding; and provided further, that a substitute Credit Facility
may be obtained from time to time (i) which shall contain the same
material terms as set forth in the Credit Facility for which
substitution is made, and (ii) will not, in and of itself, result in a
Rating of the related Bonds lower than those which then prevailed.

Credit Facility Provider shall mean the
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Person who has executed a Credit Facility with the System, or
otherwise has provided a Credit Facility at the request of the
System, for the benefit of any of the Bonds.

Currency shall mean Dollars or Foreign
Currency or Currency Unit.

Currency Unit shall mean a composite
currency or currency unit the value of which is determined by
reference to the value of the currencies of any group of countries.

Current Interest Bonds shall mean Bonds
that bear interest which is not compounded but is payable on a
current basis on established dates prior to maturity.

Current Interest Commencement Date
shall mean the date established prior to the issuance of each Series
of Convertible Capital Appreciation Bonds, at which time the
periodic compounding of interest ceases and on and after which
date interest is payable currently on the Accreted Amounts on the
next ensuing interest payment dates.

Debt Service Account shall mean the
Account by that name established by Section 502.

Debt Service Reserve Account shall mean
the Account by that name established by Section 502.

Debt Service Reserve Requirement shall
mean, as of any date of calculation, fifty percent (50%) of the
average of the Accrued Payment Obligation as of the first Business
Day of each Bond Year for each of the following five (5) Bond
Years.

Defeasance Obligations shall mean any of
the following which are not callable or redeemable at the option of
the issuer thereof, if and to the extent the same are at the time legal
for the investment of the System’s funds:

@) Government Obligations;
(i1) Defeased Municipal Obligations;
(iii) certificates, depositary receipts or

other instruments which evidence a direct ownership
interest in obligations described in clauses (i) or (ii)
above or in any specific interest or principal payments
due in respect thereof; provided, however, that the
custodian of such obligations or specific interest or
principal payments shall be a bank or trust company
organized under the laws of the United States of
America, of the Commonwealth, or of any state or
territory of the United States of America or of the
District of Columbia, with a combined capital stock,
surplus and undivided profits of at least $50,000,000 or
the custodian is appointed by or on behalf of the United
States of America; and provided further, however, that
except as may be otherwise required by law, such
custodian shall be obligated to pay to the holders of
such certificates, depositary receipts or other
instruments the full amount received by such custodian
in respect of such obligations or specific payments and
shall not be permitted to make any deduction therefrom;
or
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@iv) a share or interest in a mutual
fund, partnership or other fund wholly comprised of
obligations described in clauses (i) through (v) above.

Defeased Municipal Obligations shall
mean any bonds or other obligations of any state or territory of the
United States of America, of the Commonwealth, or of any
agency, instrumentality or local governmental unit of any such
state or territory or Commonwealth which are not callable at the
option of the obligor prior to maturity or as to which irrevocable
instructions have been given by the obligor to call on the date
specified in the notice; and

@) which are rated, based on an
irrevocable escrow account or fund (the “escrow”), in
the highest Rating category of any Rating Agency; or

(ii) (a) which are fully secured as to
principal, interest and redemption premium, if any, by
an escrow consisting only of cash or Government
Obligations, which escrow may be applied only to the
payment of such principal and interest and redemption
premium, if any, on such bonds or other obligations on
the maturity date or dates thereof or the specified
redemption date or dates pursuant to such irrevocable
instructions, as appropriate, and (b) which escrow is
sufficient, without reinvestment, as verified by a
nationally recognized independent certified public
accountant, or other nationally recognized verification
agent acceptable to the Fiscal Agent, to pay principal of
and interest and redemption premium, if any, on the
bonds or other obligations described in this paragraph
on the maturity date or dates specified in the
irrevocable instructions referred to above, as
appropriate.

Dollar or $ shall mean a dollar or other
equivalent unit in such coin or currency of the United States as at
the time of payment is legal tender for the payment of public and
private debts.

Employers shall mean, pursuant to the Act,
the government of Puerto Rico, or any Public Enterprise, or
municipality, but shall exclude, however, those subsidiary
enterprises of government instrumentalities whose employees, in
the judgment of the Board of Trustees of the System, may not have
a clear relationship of employee and employer with regard to the
Commonwealth.

Employers’ Contributions shall mean the
contributions paid from and after the date hereof that are made by
the Employers and any assets in lieu thereof or derived thereunder
which are payable to the System pursuant to Sections 2-116, 3-105
and 4-113 of the Act.

Employers’ Contribution Rate shall mean
the rate of contribution of each Employer to the System, initially
9.275% of the Covered Payroll.

Event of Default shall mean an event
described in paragraph 1 of Section 1101.

Financing Costs shall mean, with respect to
any Bonds, all costs of issuance and any other fees, discounts,
expenses and costs related to issuing, securing and marketing the
Bonds.
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First Supplemental Resolution shall mean
the First Supplemental Pension Funding Bond Resolution, adopted
by the System on [January 24, 2008], in connection with the
issuance of the Series A Bonds.

Fiscal Agent shall mean the bank, trust
company or national banking association appointed pursuant to
Section 801, and its successor or successors and any other bank,
trust company or national banking association which may at any
time be substituted in its place pursuant to the provisions of this
Resolution.

Fiscal Year shall mean the fiscal year of the
Commonwealth Government beginning July 1 of each calendar
year.

Fitch shall mean Fitch Ratings, and its
successors and assigns.

Fixed Tender Bond shall mean any Bond,
not constituting an Adjustable Rate Bond, which by its terms must
be tendered by the Owner thereof for purchase by or for the
account of the System prior to the stated maturity thereof.

Foreign Currency shall mean a currency
issued by the government of any country other than the United
States or a composite currency or currency unit the value of which
is determined by reference to the values of the currencies of any
group of countries.

Fund or Funds shall mean any fund or
funds established and created pursuant to this Resolution, but does
not include any escrow or other fund or account established or
created pursuant to Section 1301.

GDB shall mean Government Development
Bank for Puerto Rico and its successors and permitted assigns.

General Reserve Account shall mean the
Account by that name established by Section 509.

Government Obligations shall mean direct
obligations of, or obligations the principal of and the interest on
which are unconditionally guaranteed by, the United States of
America and entitled to the full faith and credit thereof.

Interest Subaccount shall mean the Interest
Subaccount established in the Debt Service Account by
Section 502.

Investment Obligations shall mean and
include any of the following securities, if and to the extent the
same are at the time legal for investment of the System’s funds
created by this Resolution for the benefit of the Bondowners:

i) Defeasance Obligations;
(ii) Defeased Municipal Obligations;
(iii) public housing bonds issued by

public agencies or municipalities and fully secured as to
the payment of both principal and interest by a pledge
of annual contributions under an annual contributions
contract or contracts with the United States of America;
temporary notes, preliminary loan notes or project notes
issued by public agencies or municipalities, in each
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case fully secured as to the payment of both principal
and interest by a requisition or payment agreement with
the United States of America; or obligations issued by
any state or territory or any public agencies or
municipalities which are obligations rated in the highest
Rating category by a Rating Agency;

(iv) direct and general obligations of
any state or territory of the United States to the payment
of the principal of and interest on which the full faith
and credit of such jurisdiction is pledged which
obligations are rated in either of the two highest Rating
categories by a Rating Agency;

) direct  obligations  of, or
obligations guaranteed as to timely payment of
principal and interest by, the Federal National Mortgage
Association, the Federal Home Loan Mortgage
Corporation, or the Federal Farm Credit System;

(vi) prime commercial paper of a
corporation incorporated under the laws of any state or
territory of the United States of America, rated “P-1”,
“A-1” or “F1” by Moody’s, Standard & Poor’s or Fitch,
respectively;

(vii) money market shares of a
diversified open-end management investment company
as defined in the Investment Company Act of 1940,
which company has been rated “A” or better by
Moody’s, Standard & Poor’s or Fitch or money market
accounts of the Fiscal Agent or any bank or trust
company organized under the laws of the United States
or any state thereof, which has a combined capital and
surplus of not less than $50,000,000;

(viii) deposits evidenced by certificates
of deposit issued by banks (which may include the
Fiscal Agent) that are members of the Federal Deposit
Insurance Corporation, provided that such time deposits
are fully secured by obligations described in clause (i)
or (ii) above, which such obligations at all times have a
market value (exclusive of accrued interest) at least
equal to the amount of such bank deposits so secured,
including interest;

(ix) repurchase agreements relating to
securities of the type specified in clauses (i) and (ii)
above, provided that such securities in an amount at
least equal to the face value of such agreements shall be
delivered as security for such agreements to (or for) the
account of the Fiscal Agent to be held therein during
the term of the agreements;

x) investment agreements, secured
or unsecured, with any Person whose debt securities are
rated at least “AA” (or equivalent rating of short-term
obligations if the investment is for a period not
exceeding one year) by Standard & Poor’s or equivalent
Rating by Moody’s, Fitch or other Rating Agency; and

(xi) any other obligations conforming
to System guidelines for investment as provided by the
System to the Fiscal Agent from time to time, so long
as such obligations are rated at least in the two highest
Rating Categories of each of the Rating Agencies and
are approved by the applicable Credit Facility Provider.
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Legal Maximum Interest Rate shall mean
the highest rate of interest or highest true interest cost that by law
may be borne by any Bonds; at present, 12% per annum.

Liquidity Facility shall mean an irrevocable
letter of credit, surety bond, loan agreement, Standby Purchase
Agreement, line of credit or other agreement or arrangement issued
or extended by a bank, a trust company, a national banking
association, an organization subject to registration with the Board
of Governors of the Federal Reserve System under the Bank
Holding Company Act of 1956 or any successor provisions of law,
a federal branch pursuant to the International Banking Act of 1978
or any successor provisions of law, a savings bank, a savings and
loan association, a Federal Home Loan Bank, an insurance
company or association chartered or organized under the laws of
the Commonwealth or any state of the United States of America,
the Government National Mortgage Association or any successor
thereto, Federal National Mortgage Association or any successor
thereto, the Federal Home Loan Mortgage Corporation or any
successor thereto, or any other government sponsored enterprise or
federal, state or Commonwealth agency or instrumentality
approved by the System, pursuant to which the System is entitled
to obtain moneys upon the terms and conditions contained therein
for the purchase or redemption of Bonds tendered for purchase or
redemption in accordance with the terms hereof and of the
Supplemental Resolution authorizing such Bonds; provided, that
the use of the Liquidity Facility shall not result, at the time it is
delivered, in a reduction in the Rating of any Bonds Outstanding;
and provided further that a substitute Liquidity Facility may be
obtained from time to time (i) which shall contain the same
material terms as set forth in the Liquidity Facility for which
substitution is being made, and (ii) will not, in and of itself, result
in a Rating of any Bonds Outstanding lower than those which then
prevailed.

Liquidity Facility Provider shall mean the
Person who has executed a Liquidity Facility with the System, or
otherwise has provided a Liquidity Facility at the request of the
System, for the benefit of any of the Bonds.

Maturity Amount shall mean the Accreted
Amount of any Capital Appreciation Bond or Convertible Capital
Appreciation Bond due as of the stated maturity thereof.

Maximum Interest Rate shall mean, with
respect to any particular Adjustable Rate Bond, a numerical rate of
interest, which shall be set forth in the Supplemental Resolution
authorizing such Bond, that as a matter of contract shall be the
maximum rate at which such Bond may bear interest at any time;
provided, that the Maximum Interest Rate may not exceed the
Legal Maximum Interest Rate.

Moody’s shall mean Moody’s Investors
Service, and its successors and assigns.

Operating Expenses shall mean the
reasonable out-of-pocket expenses of the System related to the
issuance of the Bonds (including, without limitation, the out-of
pocket costs of preparation of accounting and other reports, costs
of maintenance of the ratings on Bonds, and insurance premiums,
deductibles and retention payments,), legal fees, fees and expenses
incurred for professional consultants and fiduciaries, and regularly
scheduled fees payable under each Credit Facility and Liquidity
Facility. Whenever a requisition for “Operating Expenses” from
the Revenue Account shall be made pursuant to Section 505, a
certificate of an Authorized Officer of the System, stating that such
amount constitutes “Operating Expense” as defined in this
Resolution, shall be delivered to the Fiscal Agent. Operating
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Expenses shall not include those expenses owed to the Fiscal
Agent under Section 804.

Opinion of Counsel shall mean an opinion
signed by an attorney or firm of attorneys of recognized standing
(who may be counsel to the System) of recognized standing in the
field of law relating to municipal bonds selected by the System and
satisfactory to the Fiscal Agent.

Option Bond shall mean any Bond which
by its terms may be tendered by and at the option of the Owner
thereof for redemption or purchase by (or for the account of) the
System prior to the stated maturity thereof, or the maturity of
which may be extended by and at the option of the Owner thereof.

Original Principal Amount shall mean the
original principal amount of any Capital Appreciation Bond or
Convertible Capital Appreciation Bond at the date of original
issuance, as stated in the Supplemental Resolution relating to such
bonds.

Outstanding, when used with reference to
the Bonds as a whole or the Bonds of a Series, shall mean, as of
any date, the Bonds or Bonds of such Series, as the case may be,
theretofore or thereupon being delivered and issued under the
provisions of this Resolution, except:

(i) any Bonds canceled
by or surrendered for cancellation to the
Fiscal Agent at or prior to such date;

(i) Bonds deemed to
have been paid as provided in Section 1301;

(iii) Bonds in lieu of or in
substitution for which other Bonds shall
have been authenticated and delivered
pursuant to Article III or Section 1007;

(iv) Option Bonds
tendered or deemed tendered in accordance
with the provisions of the Supplemental
Resolution authorizing such Bonds on the
applicable tender date, if the purchase price
thereof and interest thereon through such
date shall have been paid or amounts are
available and set aside for such payment as
provided in such Supplemental Resolution,
except to the extent such tendered Option
Bonds are held by the System or a Credit
Facility Provider or a Liquidity Facility
Provider and/or thereafter may be resold
pursuant to the terms thereof and of such
Supplemental Resolution; and

) as may be provided
with respect to such Bonds by the
Supplemental Resolution authorizing such
Bonds;

provided, however, that in determining
whether the Owners of the requisite principal amount of
Outstanding Bonds have given any request, demand, authorization,
direction, notice, consent or waiver hereunder, (i) Bonds owned by
the System shall be disregarded and deemed not to be Outstanding,
except that, in determining whether the Fiscal Agent shall be
protected in relying upon any such request, demand, authorization,
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direction, notice, consent or waiver, only Bonds which an
Authorized Officer of the Fiscal Agent knows to be so owned shall
be so disregarded. Bonds so owned which have been pledged in
good faith may be regarded as Outstanding if the pledgee
establishes to the satisfaction of the Fiscal Agent the pledgee’s
right so to act with respect to such Bonds and that the pledgee is
not the System, and (ii) the principal amount of a Convertible
Capital Appreciation Bond or a Capital Appreciation Bond that
shall be deemed Outstanding for such purposes shall be the
Accreted Amount thereof except as otherwise provided in this
Resolution.

Owner or Owner of Bonds shall mean each
Bondowner.

Parity Hedge Obligations shall mean, as
allocated to a Series of Bonds pursuant to the terms of the related
Supplemental Resolution, fixed and scheduled payments by the
System under Qualified Hedges. Parity Hedge Obligations shall
not include, among other things, any costs, indemnities,
termination payments or similar non-recurring amounts, or any
amortization of such non-recurring amounts.

Parity Obligations shall mean, collectively,
all Parity Reimbursement Obligations and Parity Hedge
Obligations.

Parity Reimbursement Obligations shall
mean, as allocated to a Series of Bonds pursuant to the terms of the
related Supplemental Resolution, fixed and scheduled payments
due from the System to any Credit Facility Provider or Liquidity
Facility Provider, as provided by Section206, whether such
reimbursements or payments are made to the Credit Facility
Provider or Liquidity Facility Provider as a Bondowner, as a
subrogee or otherwise. Parity Reimbursement Obligations shall
include, among other things, reimbursements of direct-pay letters
of credit to be drawn on each principal and/or interest payment
date.

Person or Persons shall mean an individual,
partnership, limited liability partnership, corporation, limited
liability corporation, trust or unincorporated organization and a
government or agency or political subdivision or branch thereof.

Pledged Property shall mean the following,
collectively (but without duplication), except as otherwise may be
provided with respect to a Series of Bonds by the Supplemental
Resolution authorizing such Bonds:

1. All Revenues.

2. All right, title and interest of the
System in and to Revenues, and all rights to receive the
same.

3 The Funds, Accounts, and

Subaccounts held by the Fiscal Agent, and moneys and
securities and, in the case of the Debt Service Reserve
Account, Reserve Account Cash Equivalents, from time
to time held by the Fiscal Agent under the terms of this
Resolution, subject to the application thereof as
provided in this Resolution and to the provisions of
Sections 1301 and 1303.

4. Any and all other rights and
personal property of every kind and nature from time to
time hereafter pledged and assigned by the System to
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the Fiscal Agent as and for additional security for the
Bonds and Parity Obligations.

5. Any and all cash and non-cash
proceeds, products, offspring, rents and profits from
any of the Pledged Property mentioned described in
paragraphs (1) through (4) above, including, without
limitation, those from the sale, exchange, transfer,
collection, loss, damage, disposition, substitution or
replacement of any of the foregoing.

Principal Installment shall mean, as of any
date with respect to any Series, so long as any Bonds thereof are
Outstanding, the sum of (i) the principal amount and Accreted
Amount (to the extent applicable) of Bonds of such Series
(including the principal amount of Option Bonds tendered for
payment and not purchased) due (or so tendered for payment and
not purchased) on such date for which no Sinking Fund
Installments have been established, and (ii) the unsatisfied balance
(determined as provided in Section 507) of any Sinking Fund
Installments due on such date for Bonds of such Series, together
with the premiums, if any, payable upon the redemption of such
Bonds by application of such Sinking Fund Installments.

Principal Subaccount shall mean the
Principal Subaccount established in the Debt Service Account by
Section 502.

shall mean
corporation of

Public  Enterprise
government instrumentality or public
Commonwealth.

any
the

Qualified Hedge shall mean, with respect to
particular Bonds, (i) any financial arrangement (a) which is entered
into by the System with an entity that is a Qualified Hedge
Provider at the time the arrangement is entered into, (b) which is a
cap, floor or collar, forward rate, future rate, swap (such swap may
be based on an amount equal either to the principal amount of such
Bonds as may be designated or a notional principal amount relating
to all or a portion of the principal amount of such Bonds), asset,
index, Currency, price or market-linked transaction or agreement,
other exchange or rate protection transaction agreement, other
similar transaction (however designated), or any combination
thereof, or any option with respect to any of the foregoing,
executed by the System, and (c) which has been designated as a
Qualified Hedge with respect to such Bonds in a written
determination signed by an Authorized Officer and delivered to the
Fiscal Agent, and (ii) any Credit Facility securing the obligations
of the System under any financial arrangement described in
clause (i) above. Each Qualified Hedge shall provide that the
System and the Qualified Hedge Provider shall provide not less
than ten-days’ prior written notice of any amendment to the Fiscal
Agent.

Qualified Hedge Provider shall mean a
Person whose long-term obligations, other unsecured, long-term
obligations, financial program rating, counterparty rating, or claims
paying ability, or whose payment obligations under an agreement
that would be a Qualified Hedge are guaranteed by an entity whose
long term debt obligations, other unsecured long term obligations,
financial program rating, counterparty rating, or claims paying
ability, are rated, or whose payment obligations under an interest
rate exchange agreement are collateralized in such manner as to
cause such agreement to be rated, at the time of the execution of
such Qualified Hedge, either (i) at least as high as the third highest
Rating Category of each Rating Agency, but in no event lower than
any Rating Category designated by any such Rating Agency for the
Bonds subject to such Qualified Hedge (without reference to bond
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insurance, if any), or (ii) any such lower Rating Categories which
each such Rating Agency indicates in writing to the System and
the Fiscal Agent will not, by itself, result in a reduction or
withdrawal of its Rating (without reference to bond insurance, if
any) on the Outstanding Bonds, and (iii) a Person whose payment
obligations under an interest rate exchange agreement are subject
to collateralization requirements that, as evidenced in writing to the
System and the Fiscal Agent by each Rating Agency, will not, by
itself, result in a reduction or withdrawal of its Rating (without
reference to bond insurance, if any) on the Outstanding Bonds.

Rating shall mean a rating published by a
Rating Agency with respect to any or all Bonds. Any provision of
this Resolution that specifies that an action may not be taken if it
shall result in a reduction, suspension or withdrawal of the Rating
of the Bonds, with respect to any Bonds that are the subject of a
Credit Facility, shall mean the Rating of such Bonds without
taking into account the credit enhancement provided by such
Credit Facility.

Rating Agency shall mean each nationally
recognized statistical rating organization then maintaining a rating
on the Bonds at the request of the System.

Rating Category shall mean one of the
generic rating categories of any Rating Agency without regard to
any refinement or gradation of such rating within any such
category by a numerical modifier or otherwise.

Record Date shall mean, with respect to
each payment of interest on a Bond, each date specified as the
“record date” therefor in the Supplemental Resolution authorizing
such Bond, or if no such date is specified, the 15" day of the month
preceding the date of such payment.

Redemption Account shall the

Account by that name established by Section 502.

mean

Redemption Price shall mean, when used
with respect to a Bond (other than a Convertible Capital
Appreciation Bond or a Capital Appreciation Bond) or a portion
thereof to be redeemed, the principal amount of such Bond or such
portion thereof plus the applicable premium, if any, and, when
used with respect to a Convertible Capital Appreciation Bond or a
Capital Appreciation Bond, shall mean the Accreted Amount on
the date of redemption of such Bond (or portion thereof) plus the
applicable premium, if any, payable in either case upon redemption
thereof, pursuant to this Resolution and the applicable
Supplemental Resolution.

Refunding Bonds shall mean all Bonds
authenticated and delivered on original issuance pursuant to
Section 204 or thereafter authenticated and delivered in lieu of or
in substitution for any such Bond pursuant to this Resolution and
the applicable Supplemental Resolution.

Reserve Account Cash Equivalent shall
mean a letter of credit, insurance policy, surety, guaranty or other
security arrangement provided to the Fiscal Agent as a substitute
for the deposit of cash and/or Investment Securities, or another
Reserve Account Cash Equivalent, in the Debt Service Reserve
Account pursuant to Section 506. Each such arrangement shall be
provided by a Person whose claims paying ability has been
assigned a rating from each Rating Agency at least equal to the
then existing rating on the Bonds or whose unsecured, long-term
debt securities are rated by each Rating Agency at least equal to
the then existing Rating on the Bonds (or the highest short-term
rating if the Reserve Account Cash Equivalent has a remaining
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term measured from the date it is provided not exceeding one
year).

Resolution  shall mean this Bond
Resolution, as from time to time amended or supplemented by
Supplemental Resolutions.

Revenue Account shall mean the Account
by that name established by Section 502.

Revenues shall mean the following,
collectively (but without duplication), except as otherwise may be
provided with respect to a Series of Bonds by the Supplemental
Resolution authorizing such Bonds:

1. All  Employers’ Contributions
received by the System or the Fiscal Agent.

2. With respect to any particular
Bonds, the proceeds of any draw on or payment under
any Credit Facility which is intended for the payment of
such Bonds, but only for purposes of such payment and
not for other purposes of this Resolution.

3. Net amounts received by the
System pursuant to a Qualified Hedge.

4. Income and interest earned and
gains realized in excess of losses suffered by any Fund,
Account, or Subaccount held by the Fiscal Agent under
the terms of this Resolution, subject to the provisions of
Sections 1301 and 1303.

5. Any other revenues, fees,
charges, surcharges, rents, proceeds or other income
and receipts received by or on behalf of the System or
by the Fiscal Agent, lawfully available for the purposes
of this Resolution and deposited by or on behalf of the
System or by the Fiscal Agent in any Fund, Account, or
Subaccount held by the Fiscal Agent under the terms of
this Resolution, subject to the provisions of
Sections 1301 and 1303.

Security Agreement means the Security
Agreement dated as of January 31, 2008 between the System and
the Fiscal Agent, in the form appended hereto as Appendix A.

Senior Bonds shall mean the Series A
Bonds and any Bonds of a Class the priority of payment of which
under this Resolution is equal with that of the Series A Bonds.

Serial Bonds shall mean Bonds which have
no Sinking Fund Installment.

Series shall mean all of the Bonds
authenticated and delivered on original issuance identified
pursuant to a Supplemental Resolution as a separate series of
Bonds, and any Bonds thereafter authenticated and delivered in
lieu of or in substitution therefor pursuant to Article III or
Section 1007, regardless of variations in maturities, principal
amounts, interest rates or other provisions.

Series A Bonds shall mean the System’s
Senior Pension Funding Bonds, Series A, the initial Series of
Bonds to be issued under this Resolution.
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Sinking Fund Installment shall mean,
when used with respect to any Series of Bonds, the amount of
principal or Accreted Amount, as the case may be, due prior to
maturity on Bonds of a given maturity on any particular due date
as specified in the Supplemental Resolution pursuant to which
such Series was issued.

Standard & Poor’s shall mean Standard &
Poor’s Ratings Service, a division of The McGraw-Hill
Companies, Inc., and its successors and assigns.

Standby Purchase Agreement shall mean
an agreement by and between the System and another Person
pursuant to which such Person is obligated to purchase Option
Bonds or Fixed Tender Bonds tendered for purchase.

Standby Purchase Provider shall mean the
Person who has executed a Standby Purchase Agreement with the
System.

Subaccount or Subaccounts shall mean any
subaccount or subaccounts, as the case may be, in each case which
may be in the form of a separate account, established or created
pursuant to this Resolution, but does not include any escrow or
other fund or account established or created pursuant to
Section 1301.

Subordinated Bonds shall mean Bonds of a
Series, the priority of payment of which under this Resolution is
subordinate to payment of the Senior Bonds.

Subordinate Obligations shall mean, as
allocated to each Series of Bonds by Class pursuant to the terms of
the related Supplemental Resolution, payment obligations to
Persons of the type that otherwise would be classified under this
Resolution as Parity Obligations but are subject instead, pursuant
to the provisions of the applicable Supplemental Resolutions, to
subordination to Parity Obligations under this Resolution on the
terms and conditions set forth in such Supplemental Resolutions.

Supplemental Resolution shall mean any
resolution supplemental to or amendatory of this Resolution or any
Supplemental Resolution, adopted by the System in accordance
with Articles IX and X.

Term Bonds shall mean Bonds having a
single stated maturity date, some of which may have Sinking Fund
Installments to be specified in a Supplemental Resolution.

The terms ‘“hereby,” “hereof,” “hereto,”
“herein,” “hereunder,” and any similar terms as used in this
Resolution, refer to this Resolution. All references to Articles and
Sections in this Resolution refer to the Articles and Sections hereof
unless otherwise expressly stated.

VI-38



Case:17-03283-LTS Doc#:767-1 Filed:07/27/17 Entered:07/27/17 10:43:37 Desc:
Exhibit A Page 44 of 75

Appendix VII

EMPLOYEE RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF PUERTO RICO

AMENDED AND RESTATED
FIRST SUPPLEMENTAL PENSION FUNDING BOND RESOLUTION

authorizing

SENIOR PENSION FUNDING BONDS
SERIES A

Adopted on January 29, 2008
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AMENDED AND RESTATED
FIRST SUPPLEMENTAL PENSION FUNDING BOND RESOLUTION

authorizing

SENIOR PENSION FUNDING BONDS
SERIES A

BE IT RESOLVED by the Employee Retirement System of the Government of
the Commonwealth of Puerto Rico (the “System”), as follows:

ARTICLE 1

DEFINITIONS AND STATUTORY AUTHORITY

SECTION 1.1. Supplemental Resolution. This Amended and Restated First
Supplemental Pension Funding Bond Resolution (this “Supplemental Resolution”) is
supplemental to, and is adopted in accordance with, Article II and Article IX of the Employee
Retirement System of the Government of the Commonwealth of Puerto Rico Pension Funding
Bond Resolution, as amended, adopted by the System on January 24, 2008 (the “General
Resolution”). The General Resolution and this Supplemental Resolution are hereinafter
collectively referred to as the “Resolution”.

SECTION 1.2. Definitions. (a) All terms which are defined in Exhibit B of the
General Resolution or Section 1.1 hereof, unless otherwise defined in subsection (b) of this
Section, shall, for all purposes of this Supplemental Resolution, have the same meanings as such
terms are given in Exhibit B of the General Resolution or Section 1.1 hereof, respectively,
unless the context shall clearly indicate some other meaning.

(b) The following terms shall, for all purposes of this Supplemental
Resolution, have the following meanings, unless the context shall clearly indicate some other
meaning:

“Beneficial Owner” means, whenever used with respect to a Series A Bond, the
Person in whose name such Series A Bond is recorded as the beneficial owner of such Series A
Bond by a Participant on the records of such Participant or such Person’s subrogee.

“Capital Appreciation Bonds” mean the Series A Bonds in the aggregate
principal amount of $12,264,907.55 and $32,775,892.05, each maturing July 1, 2028, as to which
interest is not paid on a current basis but is accrued and compounded as Accreted Amount.

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor of
DTC with respect to the Series A Bonds.

“Interest Payment Date” means the first day of each month, commencing March
1, 2008; provided, that if any Interest Payment Date is a day that is not a Business Day, interest
accrued to that day shall be paid on the next succeeding Business Day, without any additional
interest on the amount so paid.

VII-1



Case:17-03283-LTS Doc#:767-1 Filed:07/27/17 Entered:07/27/17 10:43:37 Desc:
Exhibit A Page 47 of 75

“Participants” means those broker-dealers, banks and other financial institutions
for which DTC holds Series A Bonds as securities depositary.

“Record Date” means the fifteenth calendar day (whether or not a Business Day)
next preceding such Interest Payment Date.

“Series A Bonds” means the System’s Senior Pension Funding Bonds, Series A,
authorized by Article II of this Supplemental Resolution.

“Term Bonds” means the Series A Bonds maturing July 1, 2023, 2031, 2032,
2033, 2038, 2039, 2040, 2041, 2042, 2055, 2056, 2057, and 2058.

SECTION 1.3. Interpretation. Unless the context clearly otherwise requires, this

Supplemental Resolution shall be interpreted in accordance with applicable provisions of the
General Resolution.

SECTION 1.4. Authority for this Supplemental Resolution. This Supplemental
Resolution is adopted pursuant to the provisions of the Act and the General Resolution.
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ARTICLE 11

AUTHORIZATION OF SERIES A BONDS

SECTION 2.1. Principal Amount, Designation and Series. Pursuant to the
provisions of the General Resolution, a Series of Bonds to be designated as “Senior Pension
Funding Bonds” which shall be entitled to the benefit, protection and security of such provisions
is hereby authorized, further designated “Series A” in the aggregate initial principal amount at
issuance of $1,588,810,799.60. All of such Bonds shall constitute “Senior Bonds” under the
Resolution.

SECTION 2.2. Purposes. The Series A Bonds are being issued for the purpose
of providing the System with funds (i) to increase the total assets currently available to pay
benefits under the System’s defined benefit plan that has been closed to new participants since
December 31, 1999, (ii) to reduce the unfunded accrued actuarial pension liability of this benefit
plan, (iii) to fund the Capitalized Interest Account for the payment of interest on the Series A
Bonds until January 31, 2009, (iv) to fund the Debt Service Reserve Account, up to the Debt
Service Reserve Requirement, and (v) to pay Financing Costs, including but not limited to Costs
of Issuance.

SECTION 2.3. Details of Series A Bonds. (a) The Series A Bonds shall be dated
as of, and shall bear interest (or their interest shall compound) initially from, the initial date of
delivery thereof and payment therefor, and shall mature in the years and in the principal
amounts, and (except for Capital Appreciation Bonds) bear interest payable on each Interest
Payment Date at the interest rates per annum, as set forth below:

$ 45,040,799.60 Capital Appreciation Bonds

$12,264,907.55 Capital Appreciation Bonds due July 1, 2028 (maturity value $42,665,000)
$32,775,892.05 Capital Appreciation Bonds due July 1, 2028 (maturity value $114,015,000)

$1,543,770,000 Term Bonds

$200,000,000 5.85% Term Bonds due Julyl, 2023
$3,000000 6.15% Term Bonds due July 1, 2031
$4,500,000 6.15% Term Bonds due July 1, 2032
$4,000,000 6.15% Term Bonds due July 1, 2033

$667,500,000 6.15% Term Bonds due July 1, 2038

$167,920,000 6.20% Term Bonds due July 1, 2039

$89,750,000 6.20% Term Bonds due July 1, 2040

$37,550,000 6.20% Term Bonds due July 1, 2041

$37,550,000 6.20% Term Bonds due July 1, 2042

$86,950,000 6.45% Term Bonds due July 1, 2055

$83,350,000 6.45% Term Bonds due July 1, 2056

$80,850,000 6.45% Term Bonds due July 1, 2057

$80,850,000 6.45% Term Bonds due July 1, 2058
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(b) The Series A Bonds shall consist of the Term Bonds and the Capital
Appreciation Bonds.

(©) Interest on the Term Bonds, and Accreted Amount on the Capital
Appreciation Bonds, shall be computed on the basis of a 360-day year of twelve 30-day months.
Interest on the Term Bonds shall be payable on each Interest Payment Date. Accreted Amounts
on the Capital Appreciation Bonds shall be computed each July 1 and January 1, commencing
July 1, 2008.

(d) The Series A Bonds shall be issuable in denominations of $5,000 principal
amount ($5,000 maturity amount for Capital Appreciation Bonds) or integral multiples thereof.
Each Series A Bond shall be lettered “AR” and shall be numbered consecutively from (1)
upwards in order of authentication by the Fiscal Agent or otherwise in such manner as the Fiscal
Agent in its discretion shall determine.

(e) The Series A Bonds shall be issued with the intention that interest thereon
is included in gross income for federal income tax purposes.

) Except as otherwise provided in Section 2.5, the principal of and premium,
if any, on any Series A Bond shall be payable upon presentation and surrender of such Bond at
the Corporate Trust Office of the Fiscal Agent. Except as otherwise provided in Section 2.5,
interest on the Series A Bonds shall be paid by check or draft of the Fiscal Agent mailed to the
Owners thereof as of the applicable Record Date at their respective addresses as shown on the
registration books of the System maintained by the Fiscal Agent, or, at the option of the Owner
of $1,000,000 or more in principal amount at maturity of the Series A Bonds, by written notice to
the Fiscal Agent from such Owner at least fifteen (15) calendar days prior to the related payment
date, by wire transfer.

SECTION 2.4. Redemption. (a) The Series A Bonds due on July 1, 2023 and
July 1, 2038 shall be redeemed in part through application of Sinking Fund Installments as
provided in Sections 403 and 507 of the General Resolution, in each case at a Redemption Price
equal to the principal amount of such Bond or portion thereof to be redeemed together with
interest accrued to the date fixed for redemption. Subject to the provisions of Section 507 of the
General Resolution permitting amounts to be credited toward part or all of any Sinking Fund
Installment, with respect to such Bond, there shall be due and the System shall in any and all
events be required to payy on each Sinking Fund Installment date set forth in the following table
the amount set opposite such date, and said amount is hereby established and shall constitute a
Sinking Fund Installment for the retirement of such Bond; provided, however, that the principal
amount set opposite the maturity date in said table shall be payable on such date and shall not
constitute a Sinking Fund Installment:
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Term Bonds maturing July 1, 2023

Sinking Fund Sinking Fund
Installment Date Installment
07/01/2021 $50,000,000
07/01/2022 70,000,000
07/01/2023 80,000,000%*
*Maturity Date.

Term Bonds maturing July 1, 2038

Sinking Fund Sinking Fund
Installment Date Installment
07/01/2034 $133,500,000
07/01/2035 133,500,000
07/01/2036 133,500,000
07/01/2037 133,500,000
07/01/2038 133,500,000*
*Maturity Date.

(b) The Term Bonds shall be subject to redemption at the option of the
System from any source, including without limitation the proceeds of refunding Bonds or other
financing provided by the System, in whole or in part in any order of maturity determined by the
System, at any time on and after July 1, 2018, at a Redemption Price equal to the principal
amount thereof plus interest, if any, accrued to the redemption date, without premium.

(©) The Capital Appreciation Series A Bonds shall be subject to redemption at
the option of the System from any source, including without limitation the proceeds of refunding
Bonds or other financing provided by the System, in whole or in part in any order of maturity
determined by the System, at any time on and after July 1, 2018, at a Redemption Price equal to
the Accreted Amount thereof, without premium.

SECTION 2.5. Book-Entry Provisions. (a) Except as provided in subsection (d)
of this Section, the Owner of all of the Series A Bonds shall be Cede & Co., as nominee for
DTC, and the Series A Bonds shall be registered in the name of Cede & Co., as nominee for
DTC. Payment of interest on any Series A Bond registered in the name of Cede & Co. shall be
made by wire transfer of Federal or equivalent same day funds to the account of Cede & Co. on
the Interest Payment Date for the Series A Bonds at the address indicated for Cede & Co. in the
registration books of the System maintained by the Fiscal Agent.

(b) The Series A Bonds initially shall be issued in the form of separate single
authenticated fully registered Bonds in the amount of each separate stated maturity and for each
separate “CUSIP” number within a maturity of the Series A Bonds. Upon initial issuance, the
ownership of the Series A Bonds shall be registered in the registration books of the System
maintained by the Fiscal Agent in the name of Cede & Co., as nominee of DTC. The Fiscal
Agent and the System may treat DTC (or its nominee) as the sole and exclusive Owner of the
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Series A Bonds registered in its name for the purposes of payment of the principal or
Redemption Price of or interest on the Series A Bonds, selecting the Series A Bonds or portions
thereof to be redeemed, giving any notice permitted or required to be given to Owners of the
Series A Bonds under the General Resolution or this Supplemental Resolution, registering the
transfer of the Series A Bonds, obtaining any consent or other action to be taken by Owners of
the Series A Bonds and for all other purposes whatsoever, and neither the Fiscal Agent nor the
System shall be affected by any notice to the contrary. The Fiscal Agent and the System shall
not have any responsibility or obligation to any Participant, any Person claiming a beneficial
ownership interest in the Series A Bonds under or through DTC or any Participant, or any other
Person which is not shown on the registration books as being an Owner of the Series A Bonds,
with respect to the accuracy of any records maintained by DTC or any Participant; the payment
of DTC or any Participant of any amount in respect of the principal or Redemption Price of or
interest on the Series A Bonds; any notice which is permitted or required to be given to Owners
of the Series A Bonds under the General Resolution or this Supplemental Resolution; the
selection by DTC or any Participant of any Person to receive payment in the event of a partial
redemption of the Series A Bonds; or any consent given or other action taken by DTC as Owner
of the Series A Bonds.

(c) The Fiscal Agent shall pay all principal of, and premium, if any, and
interest on the Series A Bonds only to or “upon the order of” Cede & Co., as nominee for DTC,
and all such payments shall be valid and effective to fully satisfy and discharge the System’s
obligations with respect to the principal of, and premium, if any, and interest on the Series A
Bonds to the extent of the sum or sums so paid. No person other than DTC shall receive an
authenticated Series A Bond for each separate stated maturity or separate “CUSIP” number
within a maturity evidencing the obligation of the System to make payments of principal of and
premium, if any, and interest on the Series A Bonds pursuant to the General Resolution and this
Supplemental Resolution. Upon delivery by DTC to the Fiscal Agent of written notice to the
effect that DTC has determined to substitute a new nominee in place of Cede & Co., and subject
to the provisions herein with respect to transfers, the word “Cede & Co.” in this Supplemental
Resolution shall refer to such new nominee of DTC.

(d) In the event the System determines that it is in the best interest of the
Beneficial Owners that they be able to obtain Series A Bond certificates, the System may notify
DTC and the Fiscal Agent, whereupon DTC will notify the Participants, of the availability
through DTC of the Series A Bond certificates, subject to DTC procedures. In such event, the
System shall issue, and the Fiscal Agent shall transfer and exchange, Series A Bond certificates
as requested by DTC and any other Series A Bond owners in appropriate amounts. DTC may
determine to discontinue providing its services with respect to the Series A Bonds at any time by
giving notice to the System and the Fiscal Agent and discharging its responsibilities with respect
thereto under applicable law. Under such circumstances (if there is no successor securities
depositary), the System and the Fiscal Agent shall be obligated to deliver Series A Bond
certificates as described in the General Resolution. In the event Series A Bond certificates are
issued, the provisions of the General Resolution shall apply to, among other things, the transfer
and exchange of such certificates and the method of payment of principal and of and Redemption
Price interest on such certificates. Whenever DTC requests the System and the Fiscal Agent to
do so, the Fiscal Agent and the System will cooperate with DTC in taking appropriate action
after reasonable notice (i) to make available one or more separate certificates evidencing the
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Series A Bonds to any DTC Participant having Series A Bonds credited to its DTC account or
(i1) to arrange for another securities depositary to maintain custody of certificates evidencing the
Series A Bonds.

(e) Notwithstanding any other provision of the General Resolution or this
Supplemental Resolution to the contrary, so long as any Series A Bond is registered in the name
of Cede & Co., as nominee of DTC, all payments with respect to the principal of, and premium,
if any, and interest on such Series A Bond and all notices with respect to and surrender or
delivery of such Series A Bond shall be made and given, respectively, to or by DTC as provided
by DTC’s operating procedures. Bondholders shall have no lien or security interest in any rebate
or refund paid by DTC to the Fiscal Agent which arises from the payment by the Fiscal Agent of
principal of or interest on the Series A Bonds in accordance with existing arrangements with
DTC.

6] In connection with any notice or other communication to be provided to
Owners of Series A Bonds pursuant to the General Resolution or this Supplemental Resolution
by the System or the Fiscal Agent with respect to any consent or other action to be taken by
Owners of Series A Bonds, the System or the Fiscal Agent, as the case may be, shall establish a
record date for such consent or other action and give DTC notice of such record date not less
than 15 calendar days in advance of such record date to the extent possible. Notice to DTC shall
be given only when DTC under this subsection () is the sole Owner of the Series A Bonds.

SECTION 2.6. Form of Series A Bonds. Subject to the provisions of the General
Resolution, the Series A Bonds shall be in substantially the form of Exhibit A, with necessary
and appropriate variations, omissions and insertions as permitted by the General Resolution and
this Supplemental Resolution.
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ARTICLE IIT

DISPOSITION OF PROCEEDS OF SERIES A BONDS AND OTHER FUNDS

SECTION 3.1. Deposits to Accounts or Transfers. Upon receipt from the
Underwriters of the proceeds of sale of the Series A Bonds in the amount of $1,588,810,799.60,
there shall be deposited by the System in or transferred by the System:

1.

by wire, directly, to the account of the System, the amount of
$1,426,002,361.71; and

by wire, directly, to the account of Government Development Bank, the
amount of $3,669,689.48 for costs of issuance; provided, that portions of
this amount shall be wired to recipients thereof as directed to the Fiscal
Agent in writing by Government Development Bank; and

by wire, directly to the Fiscal Agent, the amount of $93,737,392.13 for
credit to the Capitalized Interest Account, which amount shall be used to
pay interest on the Series A Bonds on each Interest Payment Date until the
balance of such account is zero; and

by wire, directly to the Fiscal Agent, the amount of $46,982,352.66 for
credit to the Debt Service Reserve Account.
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ARTICLE IV

MISCELLANEOUS

SECTION 4.1. Headings. The section headings contained herein are for
reference purposes only and will not affect in any way the meaning or interpretation of this
Supplemental Resolution.

SECTION 4.2. Governing Law. This Supplemental Resolution shall be governed
by, and construed and enforced in accordance with, the laws of the Commonwealth; provided,
however, that to the maximum extent permitted by applicable law, the rights, privileges and
duties of the Fiscal Agent shall be governed by the law of the jurisdiction in which its Corporate
Trust Office is located.

SECTION 4.3. Effective Date. This Supplemental Resolution shall take effect
immediately upon adoption by the System; provided, however, that this Supplemental Resolution
shall only be binding upon the Fiscal Agent upon filing of a copy hereof with the Fiscal Agent.

SECTION 4.4. No Representations of Fiscal Agent. The recitals of fact
contained herein and in the Series A Bonds shall be taken as the statements of the System and the
Fiscal Agent assumes no responsibility for the correctness of the same. The Fiscal Agent makes
no representations as to the validity or sufficiency of the General Resolution or this
Supplemental Resolution or of any Bonds issued thereunder or as to the security afforded by the
Resolution or this Supplemental Resolution, and the Fiscal Agent shall incur no liability in
respect thereof. The Fiscal Agent shall, however, be responsible for its representation contained
in its certificate of authentication on the Series A Bonds.

SECTION 4.5. Notices. Except as otherwise provided herein, all notices,
certificates or other communications hereunder shall be in writing and shall be deemed given
upon receipt, by hand delivery, mail, overnight delivery, telecopy or other electronic means,
except in the case of communications given to the Fiscal Agent, which shall be effective only
upon actual receipt addressed as follows:

To the Fiscal Agent:

The Bank of New York
101 Barclay Street—7W
New York, New York 10286

Attention: Northern Municipals

Phone: (212) 815-6955
Fax: (212) 815-5595/5596
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To the System:

Employee Retirement System of the Government
of the Commonwealth of Puerto Rico

P.O. Box 42003

San Juan, Puerto Rico 00940

437 Ponce de Ledn Avenue
Stop 32%
Hato Rey, Puerto Rico 00918

Attention: Administrator

Phone: (787) 754-4545
Fax: (787)250-7251

with a copy to:

Government Development Bank for Puerto Rico
P.O. Box 42001
San Juan, Puerto Rico 00940

Roberto Sanchez Vilella Government Center
De Diego Avenue, Stop 22
Santurce, Puerto Rico 00940

Attention: Executive Vice President and Financing Director

Phone: (787) 722-2525
Fax: (787) 728-0975

SECTION 4.6. Invalid Provisions. In case any provision in this Supplemental
Resolution or the Series A Bonds shall be invalid, illegal or unenforceable, the validity, legality
and enforceability of the remaining provisions shall not in any way be affected or impaired
thereby.
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EXHIBIT A
FORM OF TERM BONDS
No. AR-__ $

EMPLOYEE RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF PUERTO RICO
SENIOR PENSION FUNDING BOND
SERIES A

DATED DATE MATURITY DATE INTEREST RATE CUSIP NO.

January _, 2008 1, %

REGISTERED OWNER: Cede & Co.

PRINCIPAL AMOUNT: DOLLARS

EMPLOYEE RETIREMENT SYSTEM OF THE GOVERNMENT OF THE
COMMONWEALTH OF PUERTO RICO (herein sometimes called the “System”), a trust
created pursuant to Act 447 of May 15, 1951, as amended (the “Act”), to provide pension and
other benefits to retired employees of the central government, municipalities and public
corporations of the Commonwealth of Puerto Rico (the “Commonwealth”), acknowledges itself
indebted, and for value received, hereby promises to pay to the REGISTERED OWNER named
above or registered assigns or legal representative, upon presentation and surrender of this Series
A Bond at the Corporate Trust Office (as defined in the General Resolution hereinafter
mentioned) of the Fiscal Agent hereinafter mentioned on the MATURITY DATE specified
above (unless redeemed prior thereto as hereinafter provided), the PRINCIPAL AMOUNT
specified above, and to pay interest thereon from the most recent interest payment date to which
interest has been paid, or, if no interest has been paid, from the DATED DATE specified above,
until the earlier of the maturity or redemption of this Series A Bond, at the per annum
INTEREST RATE specified above, payable on each Interest Payment Date (as defined in the
Supplemental Resolution hereinafter mentioned), commencing March 1, 2008. Both the principal
of and the interest on this Series A Bond are payable in any coin or currency of the United States
of America which, on the respective dates of payment thereof, shall be legal tender for the
payment of public and private debts. Payment of the interest on this Series A Bond on any
interest payment date will be made to the person appearing on the registration books of the
System maintained by the Fiscal Agent as the registered owner hereof as of the fifteenth calendar
day (whether or not a business day) next preceding such interest payment date, such interest to
be paid by check mailed to the registered owner at such registered owner’s address or, at the
option of a registered owner of at least $1,000,000 in aggregate principal amount of the Series A
Bonds (hereinafter defined) who so requests the Fiscal Agent in writing at least 15 calendar days
prior to such interest payment date, by wire transfer.
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This Series A Bond is payable by the System solely from the Pledged Property
held under the Resolution and does not constitute a debt, obligation or pledge of the full faith,
credit and taxing power of the Commonwealth or any of its municipalities or political
subdivisions or of instrumentalities (other than the System), and neither the Commonwealth nor
any of its municipalities or political subdivisions or instrumentalities (other than the System)
shall be liable for the payment thereof.

This Series A Bond is one of the bonds of a duly authorized series of bonds in the
aggregate principal amount at issuance of $1,588,810,799.60 designated “Senior Pension
Funding Bonds, Series A” (herein called the “Series A Bonds™) authorized to be issued pursuant
to an Employee Retirement System of the Government of Puerto Rico Pension Funding Bond
Resolution, adopted by the System on January 24, 2008 (herein called the “General Resolution™)
and a First Supplemental Pension Funding Bond Resolution, adopted by the System on January
29, 2008 (the “Supplemental Resolution,” and together with the General Resolution, the
“Resolution”), for the purposes set forth in the Resolution. This Series A Bond and any
additional bonds issued under the Resolution are herein referred to collectively as the “Bonds.”

The Bonds are special obligations of the System. There is pledged to the payment
of the principal or redemption price of, if any, and interest on the Bonds in accordance with the
provisions of the Resolution, the Pledged Property as defined and provided in the Resolution,
subject only to the provisions of the Resolution permitting the use and application thereof for the
purposes and on the conditions set forth in the Resolution. Such pledge and other obligations of
the System may be discharged, wholly or in part, at or prior to the maturity of the Bonds upon
the making of provision for the payment of the principal or redemption price of, if any, and
interest on the Bonds pursuant to the terms and conditions set forth in the General Resolution.

At the option of the System, and upon 40 days’ prior notice, the Series A Bonds
maturing on or after July 1, 2018 are subject to redemption from any moneys available for that
purpose (other than from moneys set aside with respect to Sinking Fund Installments) prior to
maturity, in whole or in part, at a redemption price equal to the principal amount of the Series A
Bonds, plus accrued interest (in the case of the Capital Appreciation Bonds, the Accreted
Amount) to the redemption date, and without premium.

If notice of redemption is given and if sufficient funds are on deposit with the
Fiscal Agent to provide for the payment of the principal of and premium, if any, and interest (or
Accreted Amount, in the case of the Capital Appreciation Bonds) on the Series A Bonds (or
portions thereof) to be redeemed, then the Series A Bonds (or portions thereof) so called for
redemption will, on the redemption date, cease to bear interest (in the case of the Capital
Appreciation Bonds, the Accreted Amount thereof shall cease to increase), and shall no longer be
deemed outstanding under or be entitled to any benefit or security under the Resolution.

Copies of the Resolution are on file at the office of the System, and at the
Corporate Trust Office of The Bank of New York, as Fiscal Agent under the Resolution
(including its successors, herein called the “Fiscal Agent”), and reference to the Resolution and
any and all supplements thereto and amendments thereof and to the Act is made for a description
of the pledges and covenants securing the Bonds, the nature, extent and manner of enforcement
of such pledges and covenants, the terms and conditions upon which Bonds have been issued and
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additional Bonds may be issued, the rights and remedies of the registered owners of the Bonds
with respect thereto, and to other terms and provisions of the Bonds. To the extent and in the
manner permitted by the terms of the General Resolution, the provisions of the Resolution or any
resolution amendatory thereof or supplemental thereto may be modified or amended.

The registered owner of this Series A Bond shall have no right to enforce the
provisions of the Resolution, to institute action to enforce the provisions of the Resolution or to
institute, appear in or defend any suit or other proceeding with respect thereto, except as
provided in the Resolution.

This Series A Bond is transferable, as provided in the Resolution, only upon the
books of the System maintained for that purpose at the Corporate Trust Office of the Fiscal
Agent by the registered owner hereof in person or by his attorney duly authorized in writing,
upon surrender of this Series A Bond together with a written instrument of transfer duly executed
by the registered owner or such registered owner’s attorney duly authorized in writing, and
thereupon a new fully registered Series A Bond or Bonds in the same aggregate principal
amount, and of the same series, maturity and interest rate, shall be issued to the transferee in
exchange therefor as provided in the General Resolution and upon the payment of the charges, if
any, therein prescribed. The System and the Fiscal Agent may treat and consider the person in
whose name this Series A Bond is registered as the absolute owner hereof for the purpose of
receiving payment of, or on account of, the principal or redemption price, if any, hereof and
interest due hereon and for all other purposes whatsoever.

This Series A Bond shall not be valid or become obligatory for any purpose or be
entitled to any security or benefit under the Resolution until the Certificate of Authentication
hereon shall have been signed by the Fiscal Agent.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required by the Constitution and statutes of the Commonwealth and the
Resolution to exist, to have happened and to have been performed precedent to and in the
issuance of this Series A Bond, exist, have happened and have been performed in due time, form
and manner as required by law and that the issue of the Bonds, together with all other
indebtedness of the System, is within every debt and other limit prescribed by law.
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IN WITNESS WHEREOF, the EMPLOYEE RETIREMENT SYSTEM OF
THE GOVERNMENT OF THE COMMONWEALTH OF PUERTO RICO has caused this
Series A Bond to be executed in its name by the manual or facsimile signature of an authorized
representative, as of the DATED DATE specified above.

EMPLOYEE RETIREMENT SYSTEM OF
THE GOVERNMENT OF THE
COMMONWEALTH OF PUERTO RICO

By:

Executive Director
[SEAL]

Attest:

Secretary or Assistant Secretary
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the Series A Bonds described in the within-mentioned
Resolution.

THE BANK OF NEW YORK, as Fiscal
Agent

By:

Authorized Signatory

Date of Authentication:
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto

(please print or typewrite name and address of transferee)

(please insert social security or other identifying number of assignee)
(For computer record only)

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints
Attorney to transfer the within
Bond on the books kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed

By:

Signatures must be guaranteed by an “eligible
guarantor institution” meeting the
requirements of the Fiscal Agent, which
requirements  include  membership  or
participation in the Security Transfer Agent
Medallion Program (“STAMP”) or such other
“signature guarantee program” as may be
determined by the Fiscal Agent in addition to,
or in substitution for, STAMP, all in
accordance with the Securities Exchange Act
of 1934, as amended.
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FORM OF CAPITAL APPRECIATION BONDS

No. AR-__ $

EMPLOYEE RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF PUERTO RICO
SENIOR PENSION FUNDING BOND

SERIES A
DATED DATE MATURITY DATE CUSIP NO.
January , 2008 1,

REGISTERED OWNER: Cede & Co.

INITIAL PRINCIPAL

AMOUNT: DOLLARS
PRINCIPAL AMOUNT

AT MATURITY: DOLLARS

EMPLOYEE RETIREMENT SYSTEM OF THE GOVERNMENT OF THE
COMMONWEALTH OF PUERTO RICO (herein sometimes called the “System”), a trust
created pursuant to Act 447 of May 15, 1951, as amended (the “Act”), to provide pension and
other benefits to retired employees of the central government, municipalities and public
corporations of the Commonwealth of Puerto Rico (the “Commonwealth”), acknowledges itself
indebted, and for value received, hereby promises to pay to the REGISTERED OWNER named
above or registered assigns or legal representative, upon presentation and surrender of this Series
A Bond at the Corporate Trust Office (as defined in the General Resolution hereinafter
mentioned) of the Fiscal Agent hereinafter mentioned on the MATURITY DATE specified
above (unless redeemed prior thereto as hereinafter provided), the PRINCIPAL AMOUNT AT
MATURITY specified above. The principal (consisting of Accreted Amount) of this Series A
Bond is payable in any coin or currency of the United States of America which, on the date of
payment thereof, shall be legal tender for the payment of public and private debts. Interest on this
Series A Bond shall not be payable on a current basis but shall be compounded, and added to
principal, on each July 1 and January 1, commencing July 1, 2008 such that the INITIAL
PRINCIPAL AMOUNT specified above shall accrete to equal the PRINCIPAL AMOUNT AT
MATURITY specified above on the MATURITY DATE specified above. The Table of
Accreted Amounts is attached hereto as Exhibit A.

This Series A Bond is payable by the System solely from the Pledged Property

held under the Resolution and does not constitute a debt, obligation or pledge of the full faith,
credit and taxing power of the Commonwealth or any of its municipalities or political
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subdivisions or of instrumentalities (other than the System), and neither the Commonwealth nor
any of its municipalities or political subdivisions nor instrumentalities (other than the System)
shall be liable for the payment thereof.

This Series A Bond is one of the bonds of a duly authorized series of bonds in the
aggregate principal amount at issuance of $1,588,810,799.60 designated “Senior Pension
Funding Bonds, Series A (herein called the “Series A Bonds™) authorized to be issued pursuant
to an Employee Retirement System of the Government of Puerto Rico Pension Funding Bond
Resolution, adopted by the System on January 24, 2008 (herein called the “General Resolution™)
and a First Supplemental Pension Funding Bond Resolution, adopted by the System on January
29, 2008 (the “Supplemental Resolution,” and together with the General Resolution, the
“Resolution”), for the purposes set forth in the Resolution. This Series A Bond and any
additional bonds issued under the Resolution are herein referred to collectively as the “Bonds.”

The Bonds are special obligations of the System. There is pledged to the payment
of the principal or redemption price of, if any, and interest on the Bonds in accordance with the
provisions of the Resolution, the Pledged Property as defined and provided in the Resolution,
subject only to the provisions of the Resolution permitting the use and application thereof for the
purposes and on the conditions set forth in the Resolution. Such pledge and other obligations of
the System may be discharged, wholly or in part, at or prior to the maturity of the Bonds upon
the making of provision for the payment of the principal or redemption price of, if any, and
interest on the Bonds pursuant to the terms and conditions set forth in the General Resolution.

At the option of the System, and upon 40 days’ prior notice, the Series A Bonds
maturing on or after July 1, 2018 are subject to redemption from any moneys available for that
purpose (other than from moneys set aside with respect to Sinking Fund Installments) prior to
maturity, in whole or in part, at a redemption price equal to the principal amount of the Series A
Bonds, plus accrued interest (in the case of the Capital Appreciation Bonds, the Accreted
Amount) to the redemption date, and without premium.

If notice of redemption is given and if sufficient funds are on deposit with the
Fiscal Agent to provide for the payment of the principal of and premium, if any, and interest (or
Accreted Amount, in the case of the Capital Appreciation Bonds) on the Series A Bonds (or
portions thereof) to be redeemed, then the Series A Bonds (or portions thereof) so called for
redemption will, on the redemption date, cease to bear interest (in the case of the Capital
Appreciation Bonds, the Accreted Amount thereof shall cease to increase), and shall no longer be
deemed outstanding under or be entitled to any benefit or security under the Resolution.

Copies of the Resolution are on file at the office of the System, and at the
Corporate Trust Office of The Bank of New York, as Fiscal Agent under the Resolution
(including its successors, herein called the “Fiscal Agent”), and reference to the Resolution and
any and all supplements thereto and amendments thereof and to the Act is made for a description
of the pledges and covenants securing the Bonds, the nature, extent and manner of enforcement
of such pledges and covenants, the terms and conditions upon which Bonds have been issued and
additional Bonds may be issued, the rights and remedies of the registered owners of the Bonds
with respect thereto, and to other terms and provisions of the Bonds. To the extent and in the
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manner permitted by the terms of the General Resolution, the provisions of the Resolution or any
resolution amendatory thereof or supplemental thereto may be modified or amended.

The registered owner of this Series A Bond shall have no right to enforce the
provisions of the Resolution, to institute action to enforce the provisions of the Resolution or to
institute, appear in or defend any suit or other proceeding with respect thereto, except as
provided in the Resolution.

This Series A Bond is transferable, as provided in the Resolution, only upon the
books of the System maintained for that purpose at the Corporate Trust Office of the Fiscal
Agent by the registered owner hereof in person or by his attorney duly authorized in writing,
upon surrender of this Series A Bond together with a written instrument of transfer duly executed
by the registered owner or such registered owner’s attorney duly authorized in writing, and
thereupon a new fully registered Series A Bond or Bonds in the same aggregate principal
amount, and of the same series, maturity and interest rate, shall be issued to the transferee in
exchange therefor as provided in the General Resolution and upon the payment of the charges, if
any, therein prescribed. The System and the Fiscal Agent may treat and consider the person in
whose name this Series A Bond is registered as the absolute owner hereof for the purpose of
receiving payment of, or on account of, the principal or redemption price, if any, hereof and
interest due hereon and for all other purposes whatsoever.

This Series A Bond shall not be valid or become obligatory for any purpose or be
entitled to any security or benefit under the Resolution until the Certificate of Authentication
hereon shall have been signed by the Fiscal Agent.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required by the Constitution and statutes of the Commonwealth and the
Resolution to exist, to have happened and to have been performed precedent to and in the
issuance of this Series A Bond, exist, have happened and have been performed in due time, form
and manner as required by law and that the issue of the Series A Bonds, together with all other
indebtedness of the System, is within every debt and other limit prescribed by law.
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IN WITNESS WHEREOF, the EMPLOYEE RETIREMENT SYSTEM OF
THE GOVERNMENT OF THE COMMONWEALTH OF PUERTO RICO has caused this
Series A Bond to be executed in its name by the manual or facsimile signature of an authorized
representative, as of the DATED DATE specified above.

EMPLOYEE RETIREMENT SYSTEM OF
THE GOVERNMENT OF THE
COMMONWEALTH OF PUERTO RICO

By:

Executive Director
[SEAL]

Attest:

Secretary or Assistant Secretary
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the Series A Bonds described in the within-mentioned
Resolution.

THE BANK OF NEW YORK, as Fiscal
Agent

By:

Authorized Signatory

Date of Authentication:
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto

Desc:

(please print or typewrite name and address of transferee)

(please insert social security or other identifying number of assignee)
(For computer record only)

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints

Attorney to transfer the within

Bond on the books kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed

By:

Signatures must be guaranteed by an “eligible
guarantor institution” meeting the
requirements of the Fiscal Agent, which
requirements  include = membership  or
participation in the Security Transfer Agent
Medallion Program (“STAMP”) or such other
“signature guarantee program” as may be
determined by the Fiscal Agent in addition to,
or in substitution for, STAMP, all in
accordance with the Securities Exchange Act
of 1934, as amended.
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Appendix VIII
Form of Opinion of Bond Counsel
FIDDLER GONZALEZ & RODRIGUEZ, P.S.C.
ATTORNEYS AND COUNSELLORS AT LAW
PO Box 363507
SAN JUAN, PR 00936-3507

TELEPHONE (787) 753-3113 254 MUNOZ RIVERA AVENUE
FAX (787) 759-3123 CORNER CHARDON STREET

6™ FLOOR

SAN JUAN, PUERTO RICO 00918

January 31, 2008

Employees Retirement System of the Government
of the Commonwealth of Puerto Rico

437 Ponce de Ledn Avenue

San Juan, Puerto Rico

Re: $1,588,810,799.60
Employees Retirement System of the Government of the
Commonwealth of Puerto Rico
Pension Funding Bonds, Series A Bonds

Ladies and Gentlemen:

We have examined the Constitution and the laws of the Commonwealth of Puerto Rico (the
“Commonwealth”), including Act No. 447 of the Legislature of Puerto Rico, approved May 15, 1951, as
amended and supplemented (the “Act”), creating the Employees Retirement System of the Government of
the Commonwealth of Puerto Rico (the “System”) as a trust, to provide pension and other benefits to
retired employees of the central government, municipalities and public Systems of the Commonwealth.

We have also examined a certified copy of a Pension Funding Bond Resolution (the “General
Resolution), adopted by the Board of Trustees of the System on January 24, 2008, and a First
Supplemental Pension Funding Bond Resolution, adopted by the Board of Trustees of the System on
January 24, 2008, and readopted, amended and restated on January 29, 2008 (the “Supplemental
Resolution,” and together with the General Resolution, the “Resolution”), and other proofs submitted
relative to the issuance of the System’s Senior Pension Funding Bonds, Series A in the aggregate
principal amount of $1,588,810,799.60 (the “Bonds”).

The Bonds are issuable as fully registered Bonds, without coupons, in denominations of $5,000
(maturity amount) each or integral multiples thereof.

The Bonds are issued under and pursuant to the Resolution for the purpose of (i) increasing the
total assets currently available to pay benefits under the System’s largest defined benefit plan, (ii)
reducing the unfunded accrued actuarial pension liability of the benefit plan, and (iii) making deposits in
various funds and accounts established under the Resolution.
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The Bonds are limited, non-recourse obligations of the System, payable solely from and secured
by a pledge and assignment of Employer Contributions and all other Revenues (as defined in the
Resolution) derived therefrom, certain funds held under the Resolution, together with income earned
thereon (collectively referred to herein as the “Pledged Property™), pledged therefor under the Resolution.

The Bonds bear interest and are subject to redemption prior to maturity as set forth in the
Resolution.

The principal of the Bonds is payable at the principal corporate trust office of the Trustee in New
York, New York. The interest on the Bonds is payable by check mailed to the registered owner at the
address appearing on the registration books of the System on the relevant record date or, in certain
circumstances set forth in the Resolution, by wire transfer to a designated account.

From such examination, and having regard to legal questions we deem relevant, we are of the
opinion that:

(D The Act is valid in all respects material to this opinion, and the System is a duly
constituted governmental instrumentality of the Commonwealth, deemed as a trust.

(2) The Resolution has been duly adopted by, and is legal, valid and binding upon, the
System, enforceable in accordance with its terms.

3) The Bonds have been duly authorized by the System and constitute legal, valid and
binding limited obligations of the System payable solely from, and secured by a valid and binding pledge
of, the Pledged Property, subject only to the provisions of the Resolution permitting use of such Pledged
Property and its application for the purposes and on the terms and conditions provided in the Resolution.

4 The Bonds do not constitute a debt, obligation or pledge of the full faith, credit or taxing
power of the Commonwealth or any of its municipalities or political subdivisions or instrumentalities
(other than the System), and neither the Commonwealth nor any of its municipalities or political
subdivisions or instrumentalities (other than the System), shall be liable for the payment thereof.

(5) Interest on the Bonds is excluded from gross income and exempt from Puerto Rico
income and withholdings taxes, including the alternative minimum tax imposed by Section 1017 of the
Puerto Rico Internal Revenue Code of 1994, as amended (the “P.R. Code”).

(6) The Bonds are exempt from property taxes imposed by the Municipal Property Tax Act
of 1991, as amended, and interest thereon is exempt from the municipal license tax imposed by the
Municipal License Tax Act of 1974, as amended.

(7 The transfer of the Bonds by (i) gift will not be subject to gift tax under the P.R. Code in
the case of donors who are residents of the Commonwealth at the time the gift is made, and (ii) death will
not be subject to estate tax under the P.R. Code in the case of a decedent who at the time of death was
(x) a resident of Puerto Rico, and (y) a United States citizen who acquired such citizenship solely by
reason of birth or residence in Puerto Rico.

(8) Gain recognized from the sale or exchange of a Bond will be subject to income tax under
the P.R. Code to taxpayers subject to Puerto Rico income tax on such gains, including individuals
residing in Puerto Rico and corporations and partnerships organized under the laws of the
Commonwealth.
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©)] The Bonds will be considered an obligation of an instrumentality of Puerto Rico for
purposes of (i) the non-recognition of gain rules of Section 1112(f)(2)(A) of the P.R. Code applicable to
certain involuntary conversions, and (ii) the exemption from the surtax imposed by Section 1102 of the
P.R. Code available to corporations and partnerships that have a certain percentage of their net income
invested in obligations of instrumentalities of Puerto Rico and certain other investments.

(10)  Interest on the Bonds constitutes “industrial development income” under Section 2(j) of
the Puerto Rico Industrial Incentives Act of 1963, the Puerto Rico Industrial Incentives Act of 1978, the
Puerto Rico Tax Incentives Act of 1987, and the Puerto Rico Tax Incentives Act of 1998, as amended
(collectively, the “Acts”), when received by a holder of a grant of tax exemption issued under any of the
Acts that acquired the Bonds with “eligible funds,” as such term is defined in the Acts.

Based on the provisions of the United States Internal Revenue of 1986, as amended (the “U.S.
Code”), and the regulations thereunder, now in force:

(1) Interest on the Bonds received by, or “original issue discount” (within the meaning of the
U.S. Code) accrued to, an individual who is a bona fide resident of Puerto Rico within the meaning of
Section 937 of the U.S. Code during the entire taxable year in which such interest is received or “original
issue discount” is accrued will constitute gross income from sources within Puerto Rico and, therefore, is
excludable from gross income for purposes of the U.S. Code pursuant to section 933(1) thereof.

) Interest received or accrued, or original issue discount, on the Bonds is not subject to
United States federal income tax if the holder of the Bonds is a corporation organized under the laws of
Puerto Rico (“Puerto Rico Corporation”) or any foreign country and such interest is not effectively
connected with the conduct of a trade or business in the United States by such corporation, such
corporation is not a foreign personal holding company, a controlled foreign corporation or a passive
foreign investment company under the U.S. Code, and such corporation is not treated as a domestic
corporation for the purposes of the U.S. Code.

3) Interest on the Bonds is not excludable from the gross income of the recipient thereof for
federal income tax purposes under Section 103(a) of the U.S. Code.

4) Pursuant to the provisions of Section 1.937-2T of the Regulations issued under the U.S.
Code (“Temporary Regulations”), the source of the income from the sale of personal property by a bona
fide resident of Puerto Rico within the meaning of Section 937 of the Code shall be determined under the
rules of Section 865 of the U.S. Code. Accordingly, the gain on the sale or exchange of the Bond
recognized by an individual who is a bona fide resident of Puerto Rico, within the meaning of Section 937
of the U.S. Code, during the entire taxable year will constitute Puerto Rico source income and, therefore,
qualify for the income exclusion under in Section 933(1) of the U.S. Code, provided (i) that such Bonds
do not constitute inventory in the hands of such individual and (ii) if the Bonds were owned before the
individual became a bona fide resident of Puerto Rico, that for any of the 10 years preceding the taxable
year for which the source of the gain must be determined, the individual was not a resident of the United
States (other than a bona fide resident of Puerto Rico).

A Puerto Rico Corporation that invests in the Bonds will be subject to U.S. federal

income tax on a gain from a disposition of Bonds only if the gain is effectively connected to a U.S. trade
or business carried on by the Puerto Rico Corporation.
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(5) The transfer of the Bonds by death or gift will not be subject to estate or gift tax under the
U.S. Code in the case of decedents or donors who, at the time of death or gift, are (a) residents of Puerto
Rico and (b) (i) United States citizens that acquired such citizenship solely by reason of birth or residence
in Puerto Rico or (ii) not United States citizens.

In addition to the opinions above we would like to bring to your attention that: (a) the P.R. Code
does not provide rules with respect to the treatment of the excess, if any, of the amount due at maturity of
a Bond over its initial offering price (the “Accretion Amount”) and that under the current administrative
practice followed by the Puerto Rico Department of the Treasury, the Accretion Amount is treated as
interest; (b) prospective owners of the Bonds, including but not limited to financial institutions, should be
aware that ownership of the Bonds may result in having a portion of their interest and other expenses
attributable to interest on the Bonds disallowed as deductions for purposes of computing the regular tax
and the alternative minimum tax for Puerto Rico income tax purposes; and (c) the U.S. Code provides
special rules for the taxation of shareholders of foreign corporations that qualify as “controlled foreign
corporations,” “personal holding companies,” “foreign personal holding companies” or “passive foreign
investment companies,” as such terms are defined by the U.S. Code.

In connection with the foregoing statements about certain United States federal tax consequences
arising from the ownership of, receipt or accrual of interest on, or the disposition of the Bonds, be advised
that pursuant to the U. S. Internal Revenue Service Circular No. 230:

(a) These tax statements are not intended or written to be used, and cannot be used
by any taxpayer, for purposes of avoiding penalties that may be imposed on the taxpayer by the Internal
Revenue Service.

(b) These statements were written in connection with the promotion or marketing of
the Bonds.

(©) Each prospective purchaser of the Bonds should seek tax advice from an
independent tax advisor based on its particular circumstances.

We express no opinion regarding any other federal, Commonwealth or state tax consequences
with respect to the Bonds. We are rendering our opinion under existing statutes and court decisions, and
regulations as of the issue date, and assume no obligation to update our opinion after the issue date to
reflect any future action, fact or circumstance, or change in law or interpretation, or otherwise.

In rendering this opinion, we are advising you that the enforceability of the Bonds and the
Resolution may be limited by bankruptcy, moratorium, insolvency, or other laws affecting creditors’
rights or remedies and is subject to general principles of equity (regardless of whether such enforceability
is considered in a proceeding in equity or at law).

We have also examined an executed Bond and in our opinion the form of said Bond and its
execution are regular and proper.

Very truly yours,
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Appendix IX
BOOK-ENTRY SYSTEM
The Depository Trust Company

DTC will act as securities depository for the Series A Bonds. The Series A Bonds will be issued
as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee). One
fully-registered Bond certificate will be issued for each stated maturity of the Series A Bonds, each in the
aggregate principal amount (initial principal amount in the case of the Capital Appreciation Bonds) of
such maturity, and will be deposited with DTC. SO LONG AS CEDE & CO. IS THE REGISTERED
OWNER OF THE SERIES A BONDS, AS NOMINEE FOR DTC, REFERENCES HEREIN TO
BONDHOLDERS OR OWNERS OF THE SERIES A BONDS (OTHER THAN UNDER THE
CAPTION “TAX MATTERS”) SHALL MEAN CEDE & CO. AND SHALL NOT MEAN THE
BENEFICIAL OWNERS OF THE SERIES A BONDS.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). DTC holds and provides asset
servicing for over 2.2 million issues of U.S. and non-U.S. equity, corporate and municipal debt issues,
and money market instruments from over 100 countries that DTC’s Participants (“Direct Participants™)
deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and
other securities transactions in deposited securities, through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a
number of Direct Participants of DTC and Members of the National Securities Clearing Corporation,
Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC, FICC, and
EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American
Stock Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system
is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants”). DTC has S&P’s highest rating; AAA.
The DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission
(“SEC”). More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of the Series A Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series A Bonds on DTC’s records. The ownership interest
of each actual purchaser of the Series A Bonds (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from
DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction.

Transfers of ownership interests in the Series A Bonds are to be accomplished by entries made on
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners

IX-1
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will not receive certificates representing their ownership interests in the Series A Bonds, except in the
event that use of the book-entry system for the Series A Bonds is discontinued.

To facilitate subsequent transfers, the Series A Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of the Series A Bonds with DTC and their
registration in the name of Cede & Co. or such other nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Series A Bonds; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such Series A Bonds are credited,
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Series A Bonds are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to
Series A Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the Corporation as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the Series A Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Series A Bonds will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding
detail information from the Corporation or the Fiscal Agent on payable dates in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, the Fiscal Agent, or the Corporation, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and
dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the Corporation or the Fiscal Agent, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to
the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

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

The Corporation may decide to discontinue use of the system of book-entry only transfers
through DTC (or a successor securities depository). In that event, Series A Bond certificates will be
printed and delivered to DTC.
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NONE OF THE CORPORATION, THE FISCAL AGENT OR THE UNDERWRITERS WILL
HAVE ANY RESPONSIBILITY OR OBLIGATION TO DIRECT PARTICIPANTS, INDIRECT
PARTICIPANTS OR ANY BENEFICIAL OWNER WITH RESPECT TO (I) THE ACCURACY OF
ANY RECORDS MAINTAINED BY DTC, ANY PARTICIPANT OR INDIRECT PARTICIPANT; (II)
THE PAYMENT BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF
ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST
ON, THE SERIES A BONDS; (III) ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE
GIVEN TO BONDHOLDERS; (IV) ANY CONSENT GIVEN BY DTC OR OTHER ACTION TAKEN
BY DTC AS A BONDHOLDER; OR (V) THE SELECTION BY DTC OR ANY DIRECT
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY BENEFICIAL OWNERS TO RECEIVE
PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION OF THE SERIES A BONDS.
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Appendix X

Table of Accreted Amounts

2028 CAB 2028 CAB

7/1/2028 7/1/2028

Date 6.20% 6.20%"
1/31/2008 1,437.35 1,437.35
7/1/2008 1,474.40 1,474.40
1/1/2009 1,520.10 1,520.10
7/1/2009 1,567.25 1,567.25
1/1/2010 1,615.80 1,615.80
7/1/2010 1,665.90 1,665.90
1/1/2011 1,717.55 1,717.55
7/1/2011 1,770.80 1,770.80
1/1/2012 1,825.70 1,825.70
7/1/2012 1,882.30 1,882.30
1/1/2013 1,940.65 1,940.65
7/1/2013 2,000.80 2,000.80
1/1/2014 2,062.85 2,062.85
7/1/2014 2,126.80 2,126.80
1/1/2015 2,192.70 2,192.70
7/1/2015 2,260.70 2,260.70
1/1/2016 2,330.75 2,330.75
7/1/2016 2,403.00 2,403.00
1/1/2017 2,477.50 2,477.50
7/1/2017 2,554.30 2,554.30
1/1/2018 2,633.50 2,633.50
7/1/2018 2,715.15 2,715.15
1/1/2019 2,799.30 2,799.30
7/1/2019 2,886.10 2,886.10
1/1/2020 2,975.55 2,975.55
7/1/2020 3,067.80 3,067.80
1/1/2021 3,162.90 3,162.90
7/1/2021 3,260.95 3,260.95
1/1/2022 3,362.05 3,362.05
7/1/2022 3,466.25 3,466.25
1/1/2023 3,573.75 3,573.75
7/1/2023 3,684.50 3,684.50
1/1/2024 3,798.75 3,798.75
7/1/2024 3,916.50 3,916.50
1/1/2025 4,037.90 4,037.90
7/1/2025 4,163.10 4,163.10
1/1/2026 429215 4292.15
7/1/2026 4,425.20 4,425.20
1/1/2027 4,562.40 4,562.40
7/1/2027 4,703.80 4,703.80
1/1/2028 4,849.65 4,849.65
7/1/2028 5,000.00 5,000.00

TNot reoffered

X-1
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(TEXT FOR FINAL APPROVAL BY THE HOUSE)
(JUNE 23, 2017)

GOVERNMENT OF PUERTO RICO

18™ Legislative Assembly 1* Ordinary Session

HOUSE OF REPRESENTATIVES

House Concurrent Resolution 188
JUNE 6, 2017

Presented by Representatives Méndez Nuriez, Torres Zamora, Rodriguez Aguilo, Hernandez Alvarado,

To

Alonso Vega, Aponte Hernandez, Banchs Aleman, Bulerin Ramos, Charbonier Chinea, Charbonier
Laureano, Del Valle Colon, Franqui Atiles, Gonzalez Mercado, Lassalle Toro, Lebron Rodriguez,
Mas Rodriguez, Meléndez Ortiz, Miranda Rivera, Morales Rodriguez, Navarro Sudrez, Pagan
Cuadrado, Parés Otero, Peria Ramirez, Pérez Cordero, Pérez Ortiz, Quifiones Irizarry, Ramos
Rivera, Rivera Guerra, Rivera Ortega, Rodriguez Herndndez, Rodriguez Ruiz, Santiago Guzmdan,
Soto Torres and Torres Gonzdlez

Concerning the Committee for Treasury, Budget, and for Puerto Rico Oversight, Management, and
Economic Stability “PROMESA”

JOINT RESOLUTION

allocate, under the custody of the Office of Management and Budget, the amount of three hundred
ninety million, four hundred eighty thousand dollars ($390,480,000) for payment of pensioners in the
Central Government and Judiciary Retirement Systems and the Teachers’ Retirement System, arising
from the sale of assets or available funds from the Central Government and Judiciary Retirement
System and the Teachers’ Retirement System, which will form part of the Consolidated Budget
charged against the General Fund for Fiscal Year 2017-2018; to order the Retirement Systems to sell
their assets and transfer the net cash proceeds or any available fund into the Treasury Secretary’s
account; and to authorize the Treasury Secretary to receive and record [such amounts] as part of the
General Fund for Fiscal Year 2017-2018; and for other related purposes.
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STATEMENT OF LEGISLATIVE INTENT

The Recommended Budget for Fiscal Year 2018 involved new challenges and changes
throughout its reformulation process. First, in passing Executive Order 2017-005, we adopted a Zero-
Based Budget. This budgetary method requires Government agencies and instrumentalities to carefully
evaluate and justify projected expenses, thereby ensuring fulfillment of their mission and maintaining the
quality of services provided. Moreover, by implementing the Zero-Based Budget we ensure that agencies
will record accounting entries correctly, by assigning such entries where they actually belong.

The Recommended Budget for Fiscal Year 2017-2018 reflects reductions in payroll and operating
expenses pursuant to current regulations and the Fiscal Plan. It does, however, contain an allocation for
payment of pensions for retirees in the Central [Government] and Judiciary Retirement System and in the
Teachers’ Retirement System, with funding to come from various sources, including the sale of assets
from the Central [Government] and Judiciary Retirement System. The present measure allows for
allocation, under the custody of the Office of Management and Budget, of the amount of three hundred
ninety million, four hundred eighty thousand dollars ($390,480,000) for payment of pensioners in the
Central Government and Judiciary Retirement Systems and the Teachers’ Retirement System, arising
from the sale of assets or available funds from the Central Government and Judiciary Retirement Systems
and the Teachers’ Retirement System.

Several attempts were made in the past to reform the three Retirement Systems. Nevertheless,
these measures were unsuccessful and ultimately insufficient, which has led to a lack of liquidity and
insolvency in these systems. Moreover, given the profound and severe fiscal crisis we are currently
experiencing, the Government is prevented from shoring up the three Retirement Systems. This Joint
Resolution, therefore, puts forth the pay as you go system as a new method for safeguarding pensions for
Government retirees.

THE LEGISLATIVE ASSEMBLY OF PUERTO RICO HEREBY RESOLVES:

Section 1. The amount of three hundred ninety million, four hundred eighty thousand dollars
($390,480,000) is allocated, under the custody of the Office of Management and Budget, for payment of
pensioners in the Central Government and Judiciary Retirement Systems and the Teachers’ Retirement

System, arising from the sale of assets or available funds from the Central Government and Judiciary
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Retirement System and the Teachers’ Retirement System. Such allocation shall form part of the
Consolidated Budget charged against the General Fund for Fiscal Year 2017-2018.

Section 2. The Central Government and Judiciary Retirement System and the Teachers’
Retirement System are ordered to sell their assets and to transfer the net cash proceeds, in addition to any
available fund, into the Treasury Secretary’s account.

Section 3. The Secretary of the Treasury Department is authorized to receive and record as part of
the General Fund for Fiscal Year 2017-2018 all funds arising from the sale of assets or available funds
from the Central Government and Judiciary Retirement System, and from the Teachers’ Retirement
System, so that they may be utilized in accordance with Section 1 of this Joint Resolution.

Section 4. With the approval of this Joint Resolution, the following is ordered and adopted, as it is
necessary and reasonable:

1) the General Fund, through the pay as you go system, shall assume any payments that the

three Retirement Systems cannot make;

2) the three Retirement Systems shall continue to meet their obligations to their
beneficiaries and pensioners by contributing available funds and funds arising from the
sale of their assets to the General Fund;

3) employer contributions by the Central Government, Public Corporations, and
Municipalities to the Puerto Rico Government Employee Retirement System and to the

Teachers’ Retirement System shall be eliminated, given the burden that the respective
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4
payments to these systems’ pensioners places on the General Fund;

4) the obligation to pay the Additional Uniform Contribution shall be eliminated; and

5) the Puerto Rico Fiscal Agency and Financial Advisory Authority (AAFAF) shall
establish and implement all mechanisms necessary so that the Central Government, the
Municipalities, and the Public Corporations may contribute to financing the “pay as you
£0” system.

The provisions of this Section are approved through the exercise of power accorded to the State
and for the protection of the lives, health, and wellbeing of the People of Puerto Rico during the fiscal
emergency at hand. These are also approved pursuant to the actions required under the scope of the Puerto
Rico Oversight, Management and Economic Stability Act (PROMESA) and the Fiscal Plan approved and
certified by the Financial Oversight Board. These provisions shall therefore take precedence over and
suspend the operation of any other provision that is contrary to them.

Section 5. This Joint Resolution shall be known as the “Joint Resolution for Other Allocations for
Fiscal Year 2017-2018.”

Section 6. This Joint Resolution shall take effect on July 1, 2017.
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DPR MODIFIED PROMESA B1040 (FORM 1040) (05/17)

Desc:

PROMESA COVER SHEET

(Instructions on Reverse)

CASE NUMBER
(Court Use Only)

PLAINTIFFS (DEBTOR, if Title Ill Petition;
ISSUER, if Title VI Application)

Altair Global Credit Opportunities Fund (a), LLC,
et al.

DEFENDANTS

The Commonwealth of Puerto Rico, et al.
See Addendum for Additional Defendants.

ATTORN EYS (Firm Name, Address, and Telephone

No.)

Alfredo Fernandez Martinez
Delgado | Fernandez, LLC

Bruce Bennett (pro hac vice)
JONES DAY

Benjamin Rosenblum (pro
hac vice)

PO Box 11750 555 South Flower Street JONES DAY
Fernandez Juncos Station Fiftieth Floor 250 Vesey Street
San Juan, PR 00919-1750 Los Angeles, California New York, NY 10281
Tel. (787) 274-1414 90071 Tel. (212) 326-3939

Tel. (213) 489-3939

ATTORN EYS (If Known)

Hermann D. Bauer Alvarez
O'NEILL & BORGES
American International Plaza
Suite 800

250 Mufioz Rivera Ave.

San Juan, PR 00918

Tel. (787) 282-5723

Martin J. Bienenstock
Proskauer Rose LLP
11 Times Square
New York, NY 10036
Tel. (212) 969-4530

See addendum.

See Addendum.
PARTY (Check One Box Only) PARTY (Check One Box Only)
[l Debtor x Debtor
X Creditor Creditor
Trustee Trustee
U.S. Trustee/Bankruptcy Admin U.S. Trustee/Bankruptcy Admin
Other Other

CAUSE OF ACTION (WRITE A BRIEF STATEMENT OF CAUSE OF ACTION, INCLUDING ALL U.S. STATUTES INVOLVED)

The Complaint seeks declaratory judgment enforcing the automatic stay and declaring that Joint Resolution 188 was void ab initio; declaratory judgment that plaintiffs hold secured claim
to the full extent of their allowed claim against ERS and Commonwealth; declaratory judgment that plaintiffs’ lien continues in any Pledged Property transferred to Commonwealth from
ERS; declaratory judgment that any transfer of Pledged Property to the Commonwealth without plaintiffs’ consent pursuant to Joint Resolution 188 will result in unjust enrichment;
declaratory judgment that transfer of the Pledged Property from the ERS to the Commonwealth pursuant to Joint Resolution 188 was not for a “public use” within the meaning of the U.S.
and P.R. Takings Clauses; declaratory judgment that transfer of the Pledged Property from the ERS to the Commonwealth pursuant to Joint Resolution 188, on its face, constitutes an
unconstitutional taking of private property without just compensation within the meaning of the U.S. and P.R. Takings Clauses; declaratory judgment that any award of just compensation
or damages for violation of the U.S. and P.R. Takings Clauses cannot be impaired by a PROMESA plan of adjustment or an order confirming a PROMESA plan of adjustment; declaratory
judgment that Joint Resolution 188 substantially interferes with plaintiffs’ contract rights with the ERS in violation of the U.S. and P.R. Contracts Clauses; injunction against the
implementation of Joint Resolution 188 and prohibiting any defendant from transferring Pledged Property from the ERS to the Commonwealth.

NATURE OF SUIT

_I PROMESATitle Ill Petition _| PROMESA Title VI Application for Approval of Modifications

[] Other Federal Question X Adversary Proceeding

Demand $

If Adversary Proceeding is checked, number up to five (5) boxes starting with lead cause of action as 1, first alternative cause as 2,
second alternative cause as 3, etc., below:

FRBP 7001(1) — Recovery of Money/Property

71 11-Recovery of money/property - §542 turnover of property
71 12-Recovery of money/property - §547 preference

" 13-Recovery of money/property - §548 fraudulent transfer
L 14-Recovery of money/property — other

FRBP 7001(2) - Validity, Priority or Extent of Lien

X 21-Validity, priority or extent of lien or other interest in property

FRBP 7001(5) — Revocation of Confirmation
"1 51-Revocation of confirmation

FRBP 7001(7) — Injunctive Relief
7 71-Injunctive relief - imposition of stay

X 72-Injunctive relief - other

FRBP 7001(8) Subordination of Claim or Interest
L 81-Subordination of claim or interest

FRBP 7001(9) Declaratory Judgment
X 91-Declaratory judgment

FRBP 7001(10) Determination of Removed Action
[1 01-Determination of removed claim or cause

Other
[7 02-Other (e.g. other actions that would have been
brought in state court if unrelated to bankruptcy case)

TITLE 111 CASE IN WHICH THIS ADVERSARY PROCEEDING ARISES

NAME OF DEBTOR
EMPLOYEES RETIREMENT SYSTEM OF THE COMMONWEALTH
OF PUERTO RICO

CASE NO. 17-03283-LTS

17-03566-LTS

DISTRICT IN WHICH CASE IS PENDING

District of Puerto Rico

DIVISION OFFICE

NAME OF JUDGE

Laura Taylor Swain
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RELATED ADVERSARY PROCEEDING (IF ANY)

PLAINTIFF DEFENDANT ADVERSARY
PROCEEDING NO.

DISTRICT IN WHICH CASE IS PENDING DIVISION OFFICE NAME OF JUDGE

SIGNATURE OF ATTORNEY (OR PLAINTIFF)
/sl Alfredo Fernandez Martinez
USDC-PR 210511

DATE PRINT NAME OF ATTORNEY (OR PLAINTIFF)
7/27/17 Alfredo Fernandez Martinez

THIS FORM IS TO BE USED EXCLUSIVELY FOR FILINGS RELATING TO THE PUERTO RICO OVERSIGHT MANAGEMENT AND ECONOMIC STABILITY
ACT (PROMESA).  FOR ADMINISTRATION PURPOSES ONLY, THE PUBLIC DOCKETS FOR PROMESA PROCEEDINGS UNDER TITLE Il AND
ADVERSARY PROCEEDINGS WILL BE MAINTAINED ON THE CASE MANAGEMENT/ELECTRONIC CASE FILING (CM/ECF) SYSTEM OF THE UNITED
STATES BANKRUPTCY COURT FOR THE DISTRICT OF PUERTO RICO. THESE CASES ARE UNDER THE JURISDICTION OF THE UNITED STATES

DISTRICT COURT FOR THE DISTRICT OF PUERTO RICO.
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Additional Plaintiffs:

Andalusian Global Designated Activity
Company, Glendon Opportunities Fund, L.P.,
Mason Capital Management, LLC,

Nokota Capital Master Fund, L.P.,
Oaktree-Forrest Multi-Strategy, LLC (Series
B),

Oaktree Opportunities Fund IX, L.P.,
Oaktree Opportunities Fund IX (Parallel 2),
L.P.,

Oaktree Value Opportunities Fund, L.P.,
Ocher Rose, L.L.C., and SV Credit, L.P.

Counsel to Plaintiffs:

Alfredo Fernandez-Martinez
DELGADO & FERNANDEZ, LLC
PO Box 11750

Fernandez Juncos Station

San Juan, Puerto Rico 00910-1750
Tel. (787) 274-1414

Fax: (787) 764-8241
afernandez@delgadofernandez.com
USDC-PR 210511

Bruce Bennett (pro hac vice)
JONES DAY

555 South Flower Street
Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

Fax: (213) 243-2539
bbennett@jonesday.com

Benjamin Rosenblum (pro hac vice)
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

Fax: (212) 755-7306
brosenblum@jonesday.com

Geoffrey S. Stewart (pro hac vice)
Beth Heifetz (pro hac vice)
Christopher J. DiPompeo (pro hac vice)
Sparkle L. Sooknanan (pro hac vice)
JONES DAY

51 Louisiana Ave. N.W.
Washington, DC 20001

Tel. (202) 879-3939

Fax: (202) 626-1700
gstewart@jonesday.com
bheifetz@jonesday.com
ssooknanan@jonesday.com




Case:17-03283-LTS Doc#:767-3 Filed:07/27/17 Entered:07/27/17 10:43:37
Coversheet Page 4 of 6

Desc:

Additional Plaintiffs:

Puerto Rico AAA Portfolio Bond Fund, Inc.,
Puerto Rico AAA Portfolio Bond Fund I,
Inc.,

Puerto Rico AAA Portfolio Target Maturity
Fund, Inc.,

Puerto Rico Fixed Income Fund, Inc.,

Puerto Rico Fixed Income Fund Il, Inc.,
Puerto Rico Fixed Income Fund I, Inc.,
Puerto Rico Fixed Income Fund IV, Inc.,
Puerto Rico Fixed Income Fund V, Inc.,
Puerto Rico GNMA & U.S. Government
Target Maturity Fund, Inc.,

Puerto Rico Investors Bond Fund |,

Puerto Rico Investors Tax-Free Fund, Inc.,
Puerto Rico Investors Tax-Free Fund, Inc. Il,
Puerto Rico Investors Tax-Free Fund IlI, Inc.,
Puerto Rico Investors Tax-Free Fund IV, Inc.,
Puerto Rico Investors Tax-Free Fund V, Inc.,
Puerto Rico Investors Tax-Free Fund VI, Inc.,
Puerto Rico Mortgage-Backed & U.S.
Government Securities Fund, Inc.,

Tax-Free Puerto Rico Fund, Inc.,

Tax-Free Puerto Rico Fund II, Inc., and
Tax-Free Puerto Rico Target Maturity Fund,
Inc

Counsel to Plaintiffs:

Arturo Diaz-Angueira
USDC-PR 117907
adiaz@Isplawpr.com

José C. Sanchez-Castro
USDC-PR 213312
jsanchez@Isplawpr.com

Alicia I. Lavergne-Ramirez
USDC-PR 215112
alavergne@Isplawpr.com

Maraliz Vazquez-Marrero
USDC-PR 225504
mvazquez@Ilsplawpr.com

LOPEZ SANCHEZ & PIRILLO LLC
270 Muiioz Rivera Avenue, Suite 1110
San Juan, PR 00918

Tel. (787) 522-6776

Fax: (787) 522-6777

Glenn M. Kurtz (pro hac vice)
John K. Cunningham (pro hac vice)
WHITE & CASE LLP

1221 Avenue of the Americas

New York, NY 10036

Tel. (212) 819-8200

Fax (212) 354-8113
gkurtz@whitecase.com
jeunningham@whitecase.com

Jason N. Zakia (pro hac vice)
WHITE & CASE LLP

200 S. Biscayne Blvd., Suite 4900
Miami, FL 33131

Tel. (305) 371-2700

Fax (305) 358-5744
jzakia@whitecase.com
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Additional Defendants:

The Financial Oversight and Management
Board of the Commonwealth of Puerto Rico,
The Fiscal Agency and Financial Advisory
Authority,

Governor Ricardo Rosselld Nevares, in his
official capacity as the Governor of the
Commonwealth of Puerto Rico,

Raul Maldonado, in his official capacity as
the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Counsel to Defendants:

Hermann D. Bauer Alvarez
O’Neill & Borges LLC

American International Plaza
Suite 800

250 Mufioz Rivera Ave.

San Juan, PR 00918
787-282-5723

Fax : 787-753-8944

Email: herman@oneillborges.com

Ehud Barak

Proskauer Rose LLP

11 Times Square

New York, NY 10036
212-969-4247

Fax : 212-969-2000

Email: ebarak@proskauer.com

Martin J. Bienenstock

Proskauer Rose LLP

11 Times Square

New York, NY 10036

212-969-4530

Fax : 212-969-2900

Email: mbienenstock@proskauer.com

Chantel L. Febus

Proskauer Rose LLP

11 Times Square

New York, NY 10036
212.969.3429

Fax : 212.969.2900

Email: cfebus@proskauer.com

Timothy W. Mungovan

Proskauer Rose LLP

One International Place

Boston, MA 02110

617-526-9412

Fax : 617-526-9899

Email: tmungovan@proskauer.com
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Desc:

Stephen L. Ratner

Proskauer Rose LLP

11 Times Square

New York, NY 10036
212-969-3290

Fax : 212-969-2900

Email: sratner@proskauer.com

Steven O. Weise

Proskauer Rose LLP

2049 Century Park East

Suite 3200

Los Angeles, CA 90067-3206
310-284-4515

Fax : 310-557-2193

Email: sweise@proskauer.com

Maja Zerval

Proskauer Rose LLP

11 Times Square

New York, NY 10036
212-969-4245

Fax : 212-969-2900

Email: mzerjal@proskauer.com

The Employees Retirement System of the
Government of the Commonwealth of Puerto
Rico

Richard A. Chesley

DLA Piper LLP

444 \West Lake Street Suite 900
Chicago, IL 60606-0089
312-368-4000

Fax : 312-236-7516

Email: richard.chesley@dlapiper.com

Jose Sosa Llorens

DLA Piper (Puerto Rico) LLC
Edificio Ochoa, Suite 401

500 Calle de la Tanca

San Juan, PR 00901-1969
787-945-9116

Fax : 939-697-6118

Email: jose.sosa@dlapiper.com
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

In re:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,
Debtors.

Inre:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE-
FORREST MULTI-STRATEGY, LLC (SERIES B),

OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE

OPPORTUNITIES FUND IX (PARALLEL 2), L.P.,
OAKTREE VALUE OPPORTUNITIES FUND, L.P.,
OCHER ROSE, L.L.C., PUERTO RICO AAA
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA
PORTFOLIO BOND FUND II, INC., PUERTO RICO
AAA PORTFOLIO TARGET MATURITY FUND, INC,,
PUERTO RICO FIXED INCOME FUND, INC., PUERTO
RICO FIXED INCOME FUND II, INC., PUERTO RICO

PROMESA
Title 111

Case No. 3:17-bk-03283 (LTS)

(Jointly Administered)

PROMESA
Title 1

Case No. 3:17-bk-03566 (LTS)

Adv. Proc. No.
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FIXED INCOME FUND II1, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. I, PUERTO )
RICO INVESTORS TAX-FREE FUND lIlI, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO )
FUND II, INC., AND TAX-FREE PUERTO RICO
TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

THE COMMONWEALTH OF PUERTO RICO, THE
FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD OF THE COMMONWEALTH OF PUERTO
RICO, THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY, THE
EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO, GOVERNOR RICARDO ROSSELLO
NEVARES in his official capacity as the Governor of the
Commonwealth of Puerto Rico, RAUL MALDONADO in
his official capacity as the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Defendants.

vavvvvvvvvvvvvvvvvvvv

SUMMONS IN AN ADVERSARY PROCEEDING

To the above-named defendant: THE COMMONWEALTH OF PUERTO RICO
The Hon. Wanda Vazquez
Attorney General
PO Box 9020192
San Juan, PR 00902-0192
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YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the district court within 30 days after the date of
issuance of this summons, except that the United States and its officers and agencies shall file a
motion or answer to the complaint within 35 days.

The answer or motion must be served on the plaintiff or plaintiff's attorney, whose name and
address are:

Alfredo Fernandez Martinez, Esq. Bruce Bennett (pro hac vice)
DELGADO & FERNANDEZ, LLC bbennett@jonesday.com

PO Box 11750 JONES DAY

Fernandez Juncos Station 555 South Flower Street
San Juan, Puerto Rico 00910-1750 Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

Benjamin Rosenblum (pro hac vice)
brosenblum@jonesday.com
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012,

If you fail to respond to this summons, your failure will be deemed to be your consent to entry of
a judgment by the district court and judgment by default may be taken against you for the relief
demanded in the complaint.

FRANCES RIOS DE MORAN, ESQ.
CLERK, U.S. DISTRICT COURT

Date:

Signature of Clerk or Deputy Clerk
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CERTIFICATE OF SERVICE

I, (name), certify that service of this summons and

a copy of the complaint was made (date) by:
0 Mail service: Regular, first class United States mail, postage fully pre-paid, addressed to:
0 Personal Service: By leaving the process with the defendant or with an officer or agent of

defendant at:

0 Residence Service: By leaving the process with the following adult at:

0 Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:

0 Publication: The defendant was served as follows: [Describe briefly]

0 State Law: The defendant was served pursuant to the laws of the State of, as follows:
[Describe briefly]

If service was made by personal service, by residence service, or pursuant to state law, |
further certify that | am, and at all times during the service of process was, not less than 18 years
of age and not a party to the matter concerning which service of process was made.

Under penalty of perjury, | declare that the foregoing is true and correct.

Date: Signature:

Print Name:

Business Address:
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

In re:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,
Debtors.

Inre:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE-
FORREST MULTI-STRATEGY, LLC (SERIES B),

OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE

OPPORTUNITIES FUND IX (PARALLEL 2), L.P.,
OAKTREE VALUE OPPORTUNITIES FUND, L.P.,
OCHER ROSE, L.L.C., PUERTO RICO AAA
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA
PORTFOLIO BOND FUND II, INC., PUERTO RICO
AAA PORTFOLIO TARGET MATURITY FUND, INC,,
PUERTO RICO FIXED INCOME FUND, INC., PUERTO
RICO FIXED INCOME FUND II, INC., PUERTO RICO

PROMESA
Title 111

Case No. 3:17-bk-03283 (LTS)

(Jointly Administered)

PROMESA
Title 1

Case No. 3:17-bk-03566 (LTS)

Adv. Proc. No.
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FIXED INCOME FUND II1, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. I, PUERTO )
RICO INVESTORS TAX-FREE FUND lIlI, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO )
FUND II, INC., AND TAX-FREE PUERTO RICO
TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

THE COMMONWEALTH OF PUERTO RICO, THE
FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD OF THE COMMONWEALTH OF PUERTO
RICO, THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY, THE
EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO, GOVERNOR RICARDO ROSSELLO
NEVARES in his official capacity as the Governor of the
Commonwealth of Puerto Rico, RAUL MALDONADO in
his official capacity as the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Defendants.

vavvvvvvvvvvvvvvvvvvv

SUMMONS IN AN ADVERSARY PROCEEDING

To the above-named defendant: THE FINANCIAL OVERSIGHT AND
MANAGEMENT BOARD OF THE
COMMONWEALTH OF PUERTO RICO
Jacob Javits Federal Bldg.
26 Federal Plaza
RM 2-128
New York, NY 10278
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YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the district court within 30 days after the date of
issuance of this summons, except that the United States and its officers and agencies shall file a
motion or answer to the complaint within 35 days.

The answer or motion must be served on the plaintiff or plaintiff’s attorney, whose name and
address are:

Alfredo Fernandez Martinez, Esq. Bruce Bennett (pro hac vice)
DELGADO & FERNANDEZ, LLC bbennett@jonesday.com

PO Box 11750 JONES DAY

Fernandez Juncos Station 555 South Flower Street
San Juan, Puerto Rico 00910-1750 Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

Benjamin Rosenblum (pro hac vice)
brosenblum@jonesday.com
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.

If you fail to respond to this summons, your failure will be deemed to be your consent to entry of
a judgment by the district court and judgment by default may be taken against you for the relief
demanded in the complaint.

FRANCES RIOS DE MORAN, ESQ.
CLERK, U.S. DISTRICT COURT

Date:

Signature of Clerk or Deputy Clerk
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CERTIFICATE OF SERVICE

I, (name), certify that service of this summons and

a copy of the complaint was made (date) by:
0 Mail service: Regular, first class United States mail, postage fully pre-paid, addressed to:
0 Personal Service: By leaving the process with the defendant or with an officer or agent of

defendant at:

0 Residence Service: By leaving the process with the following adult at:

0 Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:

0 Publication: The defendant was served as follows: [Describe briefly]

0 State Law: The defendant was served pursuant to the laws of the State of, as follows:
[Describe briefly]

If service was made by personal service, by residence service, or pursuant to state law, |
further certify that | am, and at all times during the service of process was, not less than 18 years
of age and not a party to the matter concerning which service of process was made.

Under penalty of perjury, | declare that the foregoing is true and correct.

Date: Signature:

Print Name:

Business Address:
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

In re:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,
Debtors.

Inre:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE-
FORREST MULTI-STRATEGY, LLC (SERIES B),

OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE

OPPORTUNITIES FUND IX (PARALLEL 2), L.P.,
OAKTREE VALUE OPPORTUNITIES FUND, L.P.,
OCHER ROSE, L.L.C., PUERTO RICO AAA
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA
PORTFOLIO BOND FUND II, INC., PUERTO RICO
AAA PORTFOLIO TARGET MATURITY FUND, INC,,
PUERTO RICO FIXED INCOME FUND, INC., PUERTO
RICO FIXED INCOME FUND II, INC., PUERTO RICO

PROMESA
Title 111

Case No. 3:17-bk-03283 (LTS)

(Jointly Administered)

PROMESA
Title 1

Case No. 3:17-bk-03566 (LTS)

Adv. Proc. No.
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FIXED INCOME FUND II1, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. I, PUERTO )
RICO INVESTORS TAX-FREE FUND lIlI, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO )
FUND II, INC., AND TAX-FREE PUERTO RICO
TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

THE COMMONWEALTH OF PUERTO RICO, THE
FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD OF THE COMMONWEALTH OF PUERTO
RICO, THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY, THE
EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO, GOVERNOR RICARDO ROSSELLO
NEVARES in his official capacity as the Governor of the
Commonwealth of Puerto Rico, RAUL MALDONADO in
his official capacity as the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Defendants.

vavvvvvvvvvvvvvvvvvvv

SUMMONS IN AN ADVERSARY PROCEEDING

To the above-named defendant: THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY
Government Development Bank for Puerto Rico
Fourth Floor
Roberto Sanchez Vilella (Minillas) Government Center
De Diego Ave. Stop 22
San Juan, PR 00907
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YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the district court within 30 days after the date of
issuance of this summons, except that the United States and its officers and agencies shall file a
motion or answer to the complaint within 35 days.

The answer or motion must be served on the plaintiff or plaintiff's attorney, whose name and
address are:

Alfredo Fernandez Martinez, Esq. Bruce Bennett (pro hac vice)
DELGADO & FERNANDEZ, LLC bbennett@jonesday.com

PO Box 11750 JONES DAY

Fernandez Juncos Station 555 South Flower Street
San Juan, Puerto Rico 00910-1750 Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

Benjamin Rosenblum (pro hac vice)
brosenblum@jonesday.com
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.

If you fail to respond to this summons, your failure will be deemed to be your consent to entry of
a judgment by the district court and judgment by default may be taken against you for the relief
demanded in the complaint.

FRANCES RIOS DE MORAN, ESQ.
CLERK, U.S. DISTRICT COURT

Date:

Signature of Clerk or Deputy Clerk
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CERTIFICATE OF SERVICE

I, (name), certify that service of this summons and

a copy of the complaint was made (date) by:
0 Mail service: Regular, first class United States mail, postage fully pre-paid, addressed to:
0 Personal Service: By leaving the process with the defendant or with an officer or agent of

defendant at:

0 Residence Service: By leaving the process with the following adult at:

0 Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:

0 Publication: The defendant was served as follows: [Describe briefly]

0 State Law: The defendant was served pursuant to the laws of the State of, as follows:
[Describe briefly]

If service was made by personal service, by residence service, or pursuant to state law, |
further certify that | am, and at all times during the service of process was, not less than 18 years
of age and not a party to the matter concerning which service of process was made.

Under penalty of perjury, | declare that the foregoing is true and correct.

Date: Signature:

Print Name:

Business Address:
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

In re:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,
Debtors.

Inre:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE-
FORREST MULTI-STRATEGY, LLC (SERIES B),

OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE

OPPORTUNITIES FUND IX (PARALLEL 2), L.P.,
OAKTREE VALUE OPPORTUNITIES FUND, L.P.,
OCHER ROSE, L.L.C., PUERTO RICO AAA
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA
PORTFOLIO BOND FUND II, INC., PUERTO RICO
AAA PORTFOLIO TARGET MATURITY FUND, INC,,
PUERTO RICO FIXED INCOME FUND, INC., PUERTO
RICO FIXED INCOME FUND II, INC., PUERTO RICO

PROMESA
Title 111

Case No. 3:17-bk-03283 (LTS)

(Jointly Administered)

PROMESA
Title 1

Case No. 3:17-bk-03566 (LTS)

Adv. Proc. No.
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FIXED INCOME FUND II1, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. I, PUERTO )
RICO INVESTORS TAX-FREE FUND lIlI, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO )
FUND II, INC., AND TAX-FREE PUERTO RICO
TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

THE COMMONWEALTH OF PUERTO RICO, THE
FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD OF THE COMMONWEALTH OF PUERTO
RICO, THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY, THE
EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO, GOVERNOR RICARDO ROSSELLO
NEVARES in his official capacity as the Governor of the
Commonwealth of Puerto Rico, RAUL MALDONADO in
his official capacity as the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Defendants.

vavvvvvvvvvvvvvvvvvvv

SUMMONS IN AN ADVERSARY PROCEEDING

To the above-named defendant: EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO
PO Box 42003
San Juan, PR 00940-2203
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YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the district court within 30 days after the date of
issuance of this summons, except that the United States and its officers and agencies shall file a
motion or answer to the complaint within 35 days.

The answer or motion must be served on the plaintiff or plaintiff's attorney, whose name and
address are:

Alfredo Fernandez Martinez, Esq. Bruce Bennett (pro hac vice)
DELGADO & FERNANDEZ, LLC bbennett@jonesday.com

PO Box 11750 JONES DAY

Fernandez Juncos Station 555 South Flower Street
San Juan, Puerto Rico 00910-1750 Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

Benjamin Rosenblum (pro hac vice)
brosenblum@jonesday.com
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012,

If you fail to respond to this summons, your failure will be deemed to be your consent to entry of
a judgment by the district court and judgment by default may be taken against you for the relief
demanded in the complaint.

FRANCES RIOS DE MORAN, ESQ.
CLERK, U.S. DISTRICT COURT

Date:

Signature of Clerk or Deputy Clerk
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CERTIFICATE OF SERVICE

I, (name), certify that service of this summons and

a copy of the complaint was made (date) by:
0 Mail service: Regular, first class United States mail, postage fully pre-paid, addressed to:
0 Personal Service: By leaving the process with the defendant or with an officer or agent of

defendant at:

0 Residence Service: By leaving the process with the following adult at:

0 Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:

0 Publication: The defendant was served as follows: [Describe briefly]

0 State Law: The defendant was served pursuant to the laws of the State of, as follows:
[Describe briefly]

If service was made by personal service, by residence service, or pursuant to state law, |
further certify that | am, and at all times during the service of process was, not less than 18 years
of age and not a party to the matter concerning which service of process was made.

Under penalty of perjury, | declare that the foregoing is true and correct.

Date: Signature:

Print Name:

Business Address:
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

In re:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,
Debtors.

Inre:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE-
FORREST MULTI-STRATEGY, LLC (SERIES B),

OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE

OPPORTUNITIES FUND IX (PARALLEL 2), L.P.,
OAKTREE VALUE OPPORTUNITIES FUND, L.P.,
OCHER ROSE, L.L.C., PUERTO RICO AAA
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA
PORTFOLIO BOND FUND II, INC., PUERTO RICO
AAA PORTFOLIO TARGET MATURITY FUND, INC,,
PUERTO RICO FIXED INCOME FUND, INC., PUERTO
RICO FIXED INCOME FUND II, INC., PUERTO RICO

PROMESA
Title 111

Case No. 3:17-bk-03283 (LTS)

(Jointly Administered)

PROMESA
Title 1

Case No. 3:17-bk-03566 (LTS)

Adv. Proc. No.
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FIXED INCOME FUND II1, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. I, PUERTO )
RICO INVESTORS TAX-FREE FUND lIlI, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO )
FUND II, INC., AND TAX-FREE PUERTO RICO
TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

THE COMMONWEALTH OF PUERTO RICO, THE
FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD OF THE COMMONWEALTH OF PUERTO
RICO, THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY, THE
EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO, GOVERNOR RICARDO ROSSELLO
NEVARES in his official capacity as the Governor of the
Commonwealth of Puerto Rico, RAUL MALDONADO in
his official capacity as the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Defendants.

vavvvvvvvvvvvvvvvvvvv

SUMMONS IN AN ADVERSARY PROCEEDING

To the above-named defendant: GOVERNOR RICARDO ROSSELLO NEVARES in
his official capacity
La Fortaleza
Oficina del Asesor Legal
PO Box 9020082
San Juan, PR 00902-0082
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YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the district court within 30 days after the date of
issuance of this summons, except that the United States and its officers and agencies shall file a
motion or answer to the complaint within 35 days.

The answer or motion must be served on the plaintiff or plaintiff's attorneys, whose names and
addresses are:

Alfredo Fernandez Martinez, Esq.
afernandez@delgadofernandez.com
DELGADO & FERNANDEZ, LLC

Bruce Bennett (pro hac vice)
bbennett@jonesday.com
JONES DAY

555 South Flower Street
Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

PO Box 11750
Fernandez Juncos Station
San Juan, Puerto Rico 00910-1750

Benjamin Rosenblum (pro hac vice)
brosenblum@jonesday.com
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012,

If you fail to respond to this summons, your failure will be deemed to be your consent to entry of
a judgment by the district court and judgment by default may be taken against you for the relief
demanded in the complaint.

FRANCES RIOS DE MORAN, ESQ.
CLERK, U.S. DISTRICT COURT

Date:

Signature of Clerk or Deputy Clerk
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CERTIFICATE OF SERVICE

I, (name), certify that service of this summons and

a copy of the complaint was made (date) by:
0 Mail service: Regular, first class United States mail, postage fully pre-paid, addressed to:
0 Personal Service: By leaving the process with the defendant or with an officer or agent of

defendant at:

0 Residence Service: By leaving the process with the following adult at:

0 Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:

0 Publication: The defendant was served as follows: [Describe briefly]

0 State Law: The defendant was served pursuant to the laws of the State of, as follows:
[Describe briefly]

If service was made by personal service, by residence service, or pursuant to state law, |
further certify that | am, and at all times during the service of process was, not less than 18 years
of age and not a party to the matter concerning which service of process was made.

Under penalty of perjury, | declare that the foregoing is true and correct.

Date: Signature:

Print Name:

Business Address:
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

In re:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,
Debtors.

Inre:

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO,

as representative of

THE EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO,

Debtor.

ALTAIR GLOBAL CREDIT OPPORTUNITIES FUND
(A), LLC, ANDALUSIAN GLOBAL DESIGNATED
ACTIVITY COMPANY, GLENDON OPPORTUNITIES
FUND, L.P., MASON CAPITAL MASTER FUND LP,
NOKOTA CAPITAL MASTER FUND, L.P., OAKTREE-
FORREST MULTI-STRATEGY, LLC (SERIES B),

OAKTREE OPPORTUNITIES FUND IX, L.P., OAKTREE

OPPORTUNITIES FUND IX (PARALLEL 2), L.P.,
OAKTREE VALUE OPPORTUNITIES FUND, L.P.,
OCHER ROSE, L.L.C., PUERTO RICO AAA
PORTFOLIO BOND FUND, INC., PUERTO RICO AAA
PORTFOLIO BOND FUND II, INC., PUERTO RICO
AAA PORTFOLIO TARGET MATURITY FUND, INC,,
PUERTO RICO FIXED INCOME FUND, INC., PUERTO
RICO FIXED INCOME FUND II, INC., PUERTO RICO

PROMESA
Title 111

Case No. 3:17-bk-03283 (LTS)

(Jointly Administered)

PROMESA
Title 1

Case No. 3:17-bk-03566 (LTS)

Adv. Proc. No.
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FIXED INCOME FUND II1, INC., PUERTO RICO FIXED )
INCOME FUND IV, INC., PUERTO RICO FIXED )
INCOME FUND V, INC., PUERTO RICO GNMA & U.S. )
GOVERNMENT TARGET MATURITY FUND, INC., )
PUERTO RICO INVESTORS BOND FUND I, PUERTO )
RICO INVESTORS TAX-FREE FUND, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND, INC. I, PUERTO )
RICO INVESTORS TAX-FREE FUND lIlI, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND 1V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND V, INC., PUERTO )
RICO INVESTORS TAX-FREE FUND VI, INC., PUERTO )
RICO MORTGAGE-BACKED & U.S. GOVERNMENT )
SECURITIES FUND, INC., SV CREDIT, L.P., TAX-FREE )
PUERTO RICO FUND, INC., TAX-FREE PUERTO RICO )
FUND II, INC., AND TAX-FREE PUERTO RICO
TARGET MATURITY FUND, INC.,

Plaintiffs,
-against-

THE COMMONWEALTH OF PUERTO RICO, THE
FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD OF THE COMMONWEALTH OF PUERTO
RICO, THE PUERTO RICO FISCAL AGENCY AND
FINANCIAL ADVISORY AUTHORITY, THE
EMPLOYEES RETIREMENT SYSTEM OF THE
GOVERNMENT OF THE COMMONWEALTH OF
PUERTO RICO, GOVERNOR RICARDO ROSSELLO
NEVARES in his official capacity as the Governor of the
Commonwealth of Puerto Rico, RAUL MALDONADO in
his official capacity as the Secretary of Treasury of the
Commonwealth of Puerto Rico,

Defendants.

vavvvvvvvvvvvvvvvvvvv

SUMMONS IN AN ADVERSARY PROCEEDING

To the above-named defendant: RAUL MALDONADO in his official capacity as the
Secretary of Treasury of the Commonwealth of Puerto
Rico
Edificio Intendente Ramirez
10 Paseo Covadonga
San Juan, PR 00901
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YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the district court within 30 days after the date of
issuance of this summons, except that the United States and its officers and agencies shall file a
motion or answer to the complaint within 35 days.

The answer or motion must be served on the plaintiff or plaintiff's attorney, whose name and
address are:

Alfredo Fernandez Martinez, Esq. Bruce Bennett (pro hac vice)
DELGADO & FERNANDEZ, LLC bbennett@jonesday.com

PO Box 11750 JONES DAY

Fernandez Juncos Station 555 South Flower Street
San Juan, Puerto Rico 00910-1750 Fiftieth Floor

Los Angeles, California 90071
Tel. (213) 489-3939

Benjamin Rosenblum (pro hac vice)
brosenblum@jonesday.com
JONES DAY

250 Vesey Street

New York, NY 10281

Tel. (212) 326-3939

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012,

If you fail to respond to this summons, your failure will be deemed to be your consent to entry of
a judgment by the district court and judgment by default may be taken against you for the relief
demanded in the complaint.

FRANCES RIOS DE MORAN, ESQ.
CLERK, U.S. DISTRICT COURT

Date:

Signature of Clerk or Deputy Clerk
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CERTIFICATE OF SERVICE

I, (name), certify that service of this summons and

a copy of the complaint was made (date) by:
0 Mail service: Regular, first class United States mail, postage fully pre-paid, addressed to:
0 Personal Service: By leaving the process with the defendant or with an officer or agent of

defendant at:

0 Residence Service: By leaving the process with the following adult at:

0 Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:

0 Publication: The defendant was served as follows: [Describe briefly]

0 State Law: The defendant was served pursuant to the laws of the State of, as follows:
[Describe briefly]

If service was made by personal service, by residence service, or pursuant to state law, |
further certify that | am, and at all times during the service of process was, not less than 18 years
of age and not a party to the matter concerning which service of process was made.

Under penalty of perjury, | declare that the foregoing is true and correct.

Date: Signature:

Print Name:

Business Address:




