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Privileged and Confidential 

Puerto Rico Electric Power Authority 
5th Floor - Neos Building 
1110 Avenida Ponce de Leon 
Stop 16 
San Juan, PR 00907 

Attention: Ernesto Ramos Morales 

Ladies and Gentlemen: 

Introduction. Our Firm has been privileged to serve as your counsel. It is appropriate 
that we memorialize of the terms of our engagement. This letter (together with the Attachment 
entitled "Additional Terms and Conditions" that is an integral part of this letter) governs the 
terms of our engagement by you. I f this letter (including the Attachment) is acceptable to you, 
please sign two copies in the space provided below, retain one copy and return the other copy to 
me. 

Matters; Scope. We have served as one of your counsel in the matter involving the 
proposed construction, financing and operation of a port facility for the delivery and gasification 
of natural gas and related pipeline to the Aguirre generating station near Guayama, Puerto Rico. 
For confidentiality and/or ease of reference, this new matter has been given the project names 
PREPA - Gasport and PREPA - DOE Loan Guaranty. In respect of the new matter, we wil l 
serve as bond counsel to Puerto Rico Electric Power Authority ("PREPA" or the "Client") in 
connection with its proposed financing of the facility. In the future, as you ask us, and we agree, 
to take on further matters, they wil l be governed by this letter and wil l be memorialized by a 
supplement in the form set forth on the attached Exhibit B (the above matter and future matters 
are referred to in this letter each as a "Matter" or, collectively, as the "Matters."). 

We wil l work closely with the PREPA's in-house lawyers in handling all Matters. 

Fees and Expenses. Our fees relating to a Matter where we serve as PREPA's bond 
counsel wil l generally be fixed and negotiated on a deal by deal basis among PREPA, 
Government Development Bank for Puerto Rico and the Firm. For any Matter not involving our 
serving as PREPA's bond counsel or for certain "post-closing" consultations regarding matters 
where we did serve as PREPA's bond counsel our fees wil l be based on the billing rate for each 
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attorney and legal assistant (as well as any other relevant timekeeper), as applicable, devoting 
time to such Matter. Our billing rates for attorneys in our United States offices currently range 
from $350 per hour for new associates to $750 per hour for senior partners. Time devoted by 
legal assistants in those offices is currently charged at billing rates ranging from $210 per hour to 
$340 per hour. These billing rates are subject to change from time to time. Other factors may be 
taken into consideration in determining our fees, including the responsibility assumed, the 
novelty and difficulty of the legal problem involved, particular experience or expertise provided, 
time limitations imposed by PREPA or the Matter, the benefit resulting to PREPA and any 
unforeseen circumstances arising in the course of handling a Matter. The fees wil l not exceed 
$100,000 during the term of this engagement letter. 

We wil l include on our bills charges for performing services such as document 
reproduction, messenger and overnight courier service, computerized research, travel, long
distance telephone, facsimile and telecopy, document processing, search and filing fees, and 
internal litigation and practice support services. Fees and expenses of others (such as outside 
experts, consultants, other non-legal professionals and local co-counsel) generally wi l l not be 
paid by us, but wi l l be billed directly to the Client. More detailed information with respect to our 
expense recovery policies and procedures, which are an integral part of our agreement with you 
as reflected in this letter, can be accessed on our website at 
http ://www. sidley.com/costrecoveryandpreadmittancebillingratepolicv/us/. These policies and 
procedures take into account, among other things, a number of special programs that we have 
entered into with certain of our vendors and independent service providers. 

We wil l bill you at the conclusion of any transaction for which we serve as your bond 
counsel and otherwise, monthly, and respectfully request that our bills be paid within 30 days 
after receipt, except as may be otherwise agreed by us. 

Conflicts. We have numerous clients, and many of those clients rely upon us for general 
representation. In particular, Sidley has longstanding relationships with many clients engaged in 
the power industry. Although currently there is no adverse relationship, we represent AES 
Puerto Rico in connection with certain corporate and environmental matters. While we hope that 
it never happens, it is possible that an adverse relationship (including litigation) may develop in 
the future between you and one or more of our other current or future clients, including AES 
Puerto Rico. I f we are not representing you in that matter, and the matter in which you and 
another client have adverse interests is not substantially related to our representation of you in a 
Matter as described in this letter agreement, you agree that we may represent such other client, 
you waive any conflict arising from such representation, and you agree you wil l not seek to 
disqualify or otherwise seek to prevent us from representing such other client. You acknowledge 
that you have had an opportunity to consult with other counsel (in-house or otherwise) prior to 
agreeing to this waiver, and have made your own decision about whether to do so. 
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Sidley agrees to comply with Act No. 84 of the Legislature of Puerto Rico, approved 
June 18, 2002, as amended, which establishes the Code of Ethics for Contractors, Suppliers and 
Applicants for Economic Incentives of the Executive Agencies of the Commonwealth of Puerto 
Rico and with the Government Ethics Law of Puerto Rico of 2011, Act No. 1 of the Legislature 
of Puerto Rico, approved January 3, 2012. The Law Firm certifies having received a copy of 
both Acts. 

Term of Engagement. Either the Client or Sidley may terminate our representation in a 
Matter at any time for any reason by written notice, subject on our part to applicable rules of 
professional conduct. I f we terminate the representation before it is concluded, we wil l take such 
steps as are reasonably practicable to protect the Client's interests in the Matter. I f a court's 
permission is required for withdrawal from the representation, we wil l promptly apply for such 
permission, and the Client wi l l cooperate in such application and wil l engage successor counsel 
to represent the Client in the Matter. Unless earlier terminated, this letter wil l terminate on June 
30, 2016. In addition, the parties may extend the term of this letter for an additional year in a 
writing signed by Sidley and PREPA. 

Unless previously terminated, our engagement in a Matter and our representation of the 
Client wil l terminate upon the earlier of (i) the completion by us or abandonment by you of the 
Matter or (ii) our sending our final statement for services rendered in the Matter. 

Arbitration of Disputes. Except to the extent otherwise provided by law, any dispute or 
claim arising out of or in any way relating to an engagement governed by this letter or our 
relationship with the Client (including, without limitation, any claim of malpractice, breach of 
contract or relating to fees or charges for the Representation) shall be finally resolved by 
arbitration. The arbitration shall be conducted in accordance with the International Institute for 
Conflict Prevention and Resolution ("CPR") Rules for Non-Administered Arbitration (Effective 
November 1, 2007), except as they may be modified herein or by mutual agreement of the 
parties. The arbitration shall take place in New York, New York or such other location as agreed 
to by the parties. Notwithstanding the foregoing, the parties consent to the jurisdiction of the 
federal or state courts having jurisdiction in the location where the arbitration is conducted as to 
judicial proceedings relating to any aspect of the arbitration, including motions to confirm, 
vacate, modify or correct an arbitration award. The arbitration shall be governed by the Federal 
Arbitration Act, 9 U.S.C. § 1, et seq., and judgment upon the award may be entered by any court 
having jurisdiction thereof or having jurisdiction over the relevant party or its assets. The 
arbitration shall be conducted by one arbitrator, who shall be selected by agreement of the parties 
or, failing such agreement within 30 days after the initiation of the arbitration, by the CPR. The 
parties shall be responsible for paying the costs of the arbitration in accordance with CPR rules. 
The parties agree that the arbitration shall be kept confidential and that the existence of the 
proceeding and any element of it shall not be disclosed beyond the tribunal, the parties and their 
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counsel, and any person necessary to the conduct of the proceeding. The confidentiality 
obligations shall not apply i f disclosure is required by law or in judicial or administrative 
proceedings, or to the extent that disclosure is necessary to enforce the rights arising out of the 
award, provided that the parties agree to use best efforts to keep such disclosure confidential and 
agree, subject to court approval, to submit such disclosure to a court only under seal. Claims 
may not be brought in the arbitration proceeding by or on behalf of a purported class of 
claimants who are not parties to this engagement letter. 

In order for the parties to evaluate the situation and determine i f the matter in which an 
adverse interest may exist is not substantially related to PREPA's representation, the Firm wil l 
notify PREPA promptly of its intention to assume the representation in such other matter. This 
notification shall include, subject to the applicable rules of professional conduct, those aspects of 
the matter which may affect any matter handled by the Firm on PREPA's behalf. 

This agreement to arbitrate shall constitute an irrevocable waiver of each party's 
right to a trial by jury, as well as of rights to discovery or to an appeal that would 
customarily be available in a judicial proceeding but that may be limited or unavailable in 
connection with such an arbitration. You acknowledge that you have had the opportunity to 
consult with other counsel (in-house or otherwise) prior to agreeing to this waiver, including 
regarding the waiver of jury trial, discovery, and appeal rights, and have made your own decision 
about whether to do so. 

New York Fee Arbitration. If a dispute arises as to the amount of fees or 
disbursements charged, the Client may have the right to seek arbitration or mediation of 
the fee dispute under New York law. We will provide you with the necessary information 
regarding such processes in the event of a dispute, or at any time upon request. 
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Thank you again for the opportunity to serve you. 

Very truly yours, 

Lawrence A. Bauer 

Attachments: Additional Terms and Conditions 
Exhibit A - Active Matters 
Exhibit B - Form of Supplement 

Acknowledged and Agreed 

Puerto Rico Electric Power Autho 

By: 

rlos J.^astro^ontalvo 
Executive Director 
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