Exhibit C
Recovery Plan Term Sheet

RECOVERY PLAN TERM SHEET
Capitalized terms used herein without definition shall have the meanings given such terms in the
Definitive RSA to which this Recovery Plan Term Sheet is attached.
I.

Acceleration of Bonds.

The Plan and Confirmation Order shall accelerate all of the Uninsured Bonds and
Insured Bonds to the extent such Bonds are insured by a party to the RSA as of the Effective
Date, with the same effect and treatment as if all of the Bonds were accelerated under the
terms of the Trust Agreement.
II.

Supporting Holder Exchange.

The Supporting Holders shall commit to exchange (or commit to cause an
exchange, as applicable) all of their Bonds, whenever acquired, for Securitization Bonds
on the Effective Date, on the terms and in the manner set forth herein.
II.

Securitization Bonds. 1

a)
The SPV shall issue Securitization Bonds, in the tranches provided below,
secured by the Transition Charge.
b)
III.

The Securitization Bonds shall be issued on the Effective Date.

Transition Charge.

a)
The transition charge allocable to outstanding power revenue and revenue
refunding bonds issued by PREPA under the Trust Agreement (the “Transition Charge”) 2
shall be set at the following levels:
(i)

2.768 c/kWh for Years 1-3 [FY21-FY23]

In the event of conflict with these terms, the terms of the Securitization Term Sheet, attached to the Recovery Plan
Term Sheet as Annex A, relating to the Securitization Bonds shall govern.
2
The calculation of the Transition Charge (including the TC Cap) set forth in this Recovery Plan Term Sheet
assumes (i) 100% of the Bonds are exchanged, (ii) interest accrues on Bonds until May 1, 2019 calculated at prior
stated interest rates for each CUSIP, (iii) interest stops accruing on all power revenue bonds on May 1, 2019, (iv) the
Administrative Claim for the Tranche A interest accrues for the benefit of all Bonds beginning May 1, 2019 as
provided in the Definitive RSA, (v) any portion of the Administrative Claim not paid through the Settlement Charge
is satisfied in Tranche A Bonds, (vi) the transaction closes on June 30, 2020, and (vii) the Settlement Charge is paid
as provided herein. To the extent these assumptions are not correct or have to be modified, the Transition Charge
(including the TC Cap) will need to be adjusted in connection with the issuance of the Securitization Bonds. The
Transition Charge amounts (including the TC Cap) set forth above also do not include (i) the Assured Treatment or
any premium paid to Assured, (ii) the costs of administration of the securitization vehicle (including costs such as
trustee fees and servicer fees), or (iii) the Assured swap, and the Transition Charge will need to be adjusted in
connection with the issuance of the Securitization Bonds to take those items into account.
1

(ii)

2.957 c/kWh for Years 4-8 [FY24-FY28]

(iii)

3.242 c/kWh in Year 9 [FY29]

(iv)

3.323 c/kWh in Year 10 [FY30]

(v)

3.406 c/kWh in Year 11 [FY31]

(vi)

3.492 c/kWh in Year 12 [FY32]

(vii)

3.579 c/kWh in Year 13 [FY33]

(viii) 3.668 c/kWh in Year 14 [FY34]
(ix)

3.760 c/kWh in Year 15 [FY35]

(x)

3.854 c/kWh in Year 16 [FY36]

(xi)

3.950 c/kWh in Year 17 [FY37]

(xii)

4.049 c/kWh in Year 18 [FY38]

(xiii) 4.150 c/kWh in Year 19 [FY39]
(xiv)

4.254 c/kWh in Year 20 [FY40]

(xv)

4.361 c/kWh in Year 21 [FY41]

(xvi)

4.470 c/kWh in Year 22 [FY42]

(xvii) 4.552 c/kWh in Year 23 [FY43]
(xviii) 4.552 c/kWh in Year 24 [FY44] and thereafter through Transition
Charge Termination
b)
The Transition Charge allocable to the Bonds shall begin on the earlier of the Title
III plan Effective Date or the Delayed Implementation Date and shall be capped at 4.552 c/kWh
(the “TC Cap”).
IV.

Exchange Ratio. 3
a)

3

Tranche A Bonds: 67.5% of principal amount of outstanding Bonds subject to the

As used in “Exchange Ratio,” the principal amount of Supporting Holders’ Claims to be calculated to include (i)
accrued and unpaid interest on the existing Bonds through an assumed exchange date of May 1, 2019 (which interest,
in the case of a series of Assured Insured Bonds that bear interest at a floating interest rate, will be calculated based
on the fixed rate under the related interest rate swap), and (ii) in the case of a series of Assured Insured Bonds that
bear interest at a floating interest rate, the mark-to-market amount (the “Swap MTM Amount”) on the related interest
rate swap as of the Effective Date (or such earlier date as negotiated by the Government Parties with the swap
counterparties and Assured). As a result, Assured shall be entitled to receive additional Tranche A and B Bonds on

exchange plus, at the option of the Government Parties to the extent such Administrative Claim is
not being paid in cash, 100% of any Administrative Claim being satisfied with Tranche A Bonds.
b)
Tranche B Bonds: 10% of principal amount of outstanding Bonds subject to the
exchange. The Tranche B Bonds shall not be required to be tax-exempt. 4
c)
Treatment.
V.

With respect to Assured, the Exchange Ratio shall be subject to the Assured

Tranche A Bonds.

a)
There will be a tranche of Securitization Bonds known as the Tranche A Bonds (the
“Tranche A Bonds”), with the following maturities and coupons:
(i)
Maturity: 40-year stated final maturity, subject to early mandatory redemption
from sweep of Transition Charge Revenues (33 year expected maturity from FOMB’s May 2018
projections, which may change).
account of the Swap MTM Amounts based on the same Exchange Ratio that is applicable to its claim with respect to
Assured Insured Bonds. Such Swap MTM Amounts will be mutually agreed to between the Government Parties and
Assured, provided that, if the parties cannot agree to such Swap MTM Amounts, then such amounts will be determined
by obtaining actionable quotations from at least three swap dealers in accordance with Section 6(e) of the respective
interest rate swap agreements (assuming that PREPA is the defaulting party for such purpose).
On the Effective Date, the Assured Insured Interest Rate Swaps will be extinguished and PREPA’s obligation
thereunder will be satisfied by the treatment accorded to Assured on account of such interest rate swaps as described
in this Term Sheet. Assured will have the option to (i) continue making net scheduled payments under the insurance
policies insuring the Assured Insured Interest Rate Swaps or (ii) accelerate its obligations thereunder by paying the
termination payment to the respective swap counterparties.
Notwithstanding the foregoing, in lieu of receiving additional Tranche A and B Bonds on account of the Swap MTM
Amounts as described above, Assured may elect, if agreed by Assured and the swap counterparties, to insure a security
to be issued by the issuer of the Securitization Bonds that (i) is delivered to the counterparties to the Assured Insured
Interest Rate Swaps with PREPA in exchange for their agreement to the extinguishment of the Assured Insured Interest
Rate Swaps, the cancellation of the respective swap insurance policies and the release of all of their claims thereunder,
(ii) entitles the holder of such security to receive periodic payments that are equal to the fixed amounts that the
respective interest rate swap counterparty would have been entitled to receive under the respective interest rate swap
if floating rates were zero at all times during the term of such swap and the respective fixed rate were equal to the
difference between the actual fixed rate under such swap and the on-market fixed rate (the “Market Fixed Rate”) for
an interest rate swap otherwise having the same terms as such swap, and (iii) is secured by a Transition Charge
segregated from the Transition Charges securing Assured Securitization Bonds and other Securitization Bonds, with
any excess revenues from such Transition Charge securing future payments under such security or being used to
prepay such future payments if such prepayment is allowed in the definitive documentation. If Assured makes such
election, the Market Fixed Rate will be the fixed rate agreed to among the Government Parties, Assured and the
respective swap counterparties, provided that, if the parties cannot agree to such fixed rate, then such Market Fixed
Rate will be determined by obtaining actionable quotations from at least three swap dealers to enter into an offsetting
interest rate swap pursuant to which such swap dealers would be paying such fixed rate. If Assured makes such
election, Assured will be entitled to receive premium payments with respect to the insurance policy wrapping such
security that for each year during which such security is outstanding are equal to 0.5% per annum of the aggregate
payments payable under such security in such year.
4
To the extent it has no economic effect on PREPA, the Tranche A and Tranche B Bonds shall be allocated in
satisfaction of Bond principal and interest, whenever accrued, in the most tax-efficient manner.

(ii)

Coupon: 5.25% to be paid in cash, on a tax-exempt basis.

(iii) Any interest not paid when due shall be added to the interest to be paid on the next
payment date for such Tranche A Bonds. Interest shall accrue on overdue principal and interest at
the coupon rate, compounding semi-annually.
(iv)
The obligation to pay the Tranche A Bonds (including accrual and compounding,
as applicable of interest) will extend beyond the stated final maturity if not paid in full on the stated
final maturity until all principal of, and accrued and unpaid interest on, the Tranche A Bonds is
paid in full.
VI.

Tranche B Bonds.

a)
There will be a tranche of Securitization Bonds known as the Tranche B Bonds (the
“Tranche B Bonds”), with the following maturities and coupons:

bonds. 5

(i)

Maturity: 47-year stated final maturity.

(ii)

Coupon: 7.00% accretion rate for tax-exempt bonds; 8.75% for taxable

(iii) Interest on Tranche B Bonds shall be paid in additional Tranche B Bonds in
a principal amount equal to the unpaid balance of Tranche B Bond interest due (such payment of
interest on Tranche B Bonds referred to as “PIK Payments”).
(iv)

No cash flow on Tranche B bonds until Tranche A paid in full.

(v)
Tranche B Bonds shall receive 100% of total excess cash flow from the
Transition Charge (including any cash on deposit in the DSRF) after repayment of the Tranche A
Bonds until maturity.
(vi)
Any amounts on such Tranche B Bonds not paid with Transition Charge
Revenues imposed prior to the stated final maturity of the Tranche B Bonds shall not be
recoverable by Bondholders.
VII.

Assured Treatment. 6
The Plan shall provide for the following treatments with respect to Assured on the account

The Government Parties shall work in good faith to try to obtain tax-exempt status for the Tranche B Bonds or as
great a portion thereof as possible or, to the extent the Tranche B Bonds are not tax-exempt to work in good faith to
minimize the tax impacts thereof; provided that the Government Parties shall not be required to change or modify
the terms of any Transformation Transaction or incur any additional material costs to achieve such a result. A
majority of the Ad Hoc Group, with the agreement of the Government Parties, may elect to alter the structure of the
Tranche B Bonds received by holders of Uninsured Bonds to maximize tax exemption and minimize tax issues
while otherwise maintaining equivalent economics.
6
Transition Charge, DSRF, and surety repayments allocable to Assured Securitization Bonds and swap counterparty
security must be segregated from Transition Charge and DSRF allocable to Uninsured Bonds and separately
accounted for in a manner agreed to by the Required Parties, so that Assured Treatment and swap counterparty
treatment do not affect recoveries on Uninsured Bonds and vice versa. For avoidance of doubt, the Uninsured Bond
5

of the Assured Insured Bonds, the Uninsured Bonds identified on Assured’s signature page hereto
that are beneficially owned by Assured, and the Assured Insured Interest Rate Swaps, which
treatments shall be selected by Assured in its sole discretion on or prior to the hearing on the
disclosure statement:
a)
Assured Election: At Assured’s election (the “Assured Election”), all or any
portion of the Assured Insured Bonds selected by Assured shall be paid, in full, on the Effective
Date, at an acceleration price (the “Acceleration Price”) equal to the outstanding principal amount
of such Bonds plus the accrued and unpaid interest thereon (or, in the case of any capital
appreciation bonds, the compounded amount thereof) as of the Effective Date from (a) the
proceeds of all or any portion of the Assured Securitization Bonds allocable to holders of Assured
Insured Bonds that shall be (i) insured, at Assured’s election, in accordance with a new insurance
policy issued by Assured on terms acceptable to Assured, (ii) underwritten in an “offering” within
the meaning of SEC Rule 15c2-12 and (iii) sold into the market such that they are issued and
delivered to such underwriter(s) on the Effective Date, and (b) to the extent such proceeds of
Assured Securitization Bonds are not sufficient to pay the Acceleration Price, amounts equal to
such deficiency paid by Assured in accordance with the insurance policies (the “Assured
Insurance Policies”) guaranteeing the Assured Insured Bonds. In addition, at Assured’s election,
all or any of Assured Securitization Bonds allocable to Assured as a beneficial owner of Uninsured
Bonds identified on Assured’s signature page hereto, or that Assured is otherwise entitled to
receive in accordance with the terms of this Definitive RSA, shall be insured, offered and
underwritten in the same manner as Assured Securitization Bonds allocable to holders of Assured
Insured Bonds would be required to be insured, offered and underwritten if Assured exercised the
Assured Election in respect of such Assured Insured Bonds, and any proceeds of the sale of such
Assured Securitization Bonds shall be transferred to Assured. The principal amounts, maturities
and interest rates on the Assured Securitization Bonds in respect of which any of the foregoing
elections is exercised, shall be determined by Assured in consultation with applicable
underwriter(s), such that the interest rates on the Assured Securitization Bonds shall be the lowest
interest rates necessary for such Assured Securitization Bonds to be issued with increased par
amounts relative to other Securitization Bonds and otherwise result in the Assured Securitization
Bonds being issued at the lowest aggregate yield; provided, however, that the annual debt service
on the Assured Securitization Bonds due in any fiscal year shall not be greater than the annual debt
service that would have been due in such fiscal year if such Assured Securitization Bonds had the
same terms as the other Securitization Bonds. The costs associated with the issuance of the
Assured Securitization Bonds (including the fees and compensation of the applicable
underwriter(s)) shall be paid by PREPA and shall not be withheld from the proceeds of the Assured
Securitization Bonds. The offering and underwriting of the Assured Securitization Bonds shall be
provided for in the Plan or in connection with providing the Stipulated Treatment, provided,
however, that if either (i) at or prior to the time of pricing of Assured Securitization Bonds, Assured
determines, based on its good faith evaluation of the circumstances, that Assured Securitization
Bonds cannot be sold into the market on terms acceptable to Assured or (ii) such Assured
Securitization Bonds are not issued to the underwriter(s) for any reason, then in either case,
Transition Charge or allocation must be set at levels sufficient to cover debt service in respect of Securitization
Bonds allocable to the Uninsured Bonds, and Assured’s Transition Charge or allocation must be set at levels
sufficient to cover both debt service and premiums in respect of Assured Securitization Bonds and otherwise to
provide for the Assured Treatment.

Assured (A) may elect, in its sole discretion, to pay the applicable Acceleration Price (such
payment election, the “Assured Acceleration Price Payment Option”) to the holders of any
Assured Insured Bonds with respect to which Assured has exercised the Assured Election, and (B)
shall receive, on the Effective Date, the Assured Securitization Bonds in respect of which the
Assured Acceleration Price Payment Option is exercised and any other Assured Securitization
Bonds allocable to Assured or the Assured is otherwise entitled to receive hereunder, which
Assured Securitization Bonds may, at Assured’s election, be insured in accordance with a new
insurance policy issued by Assured on terms acceptable to it. The Plan shall provide that payment
of the applicable Acceleration Price with respect to any Assured Insured Bond in accordance with
the Assured Election shall satisfy and discharge all of Assured’s obligations under the Assured
Insurance Policies with respect to such Assured Insured Bond.
b)
Assured Bondholder Elections: In the event that Assured declines to make the
Assured Election with respect to any Assured Insured Bonds as described above (or makes the
Assured Election but declines to exercise the Assured Acceleration Price Payment Option upon
the occurrence of any event that gives Assured the right to exercise such option as described
above), the plan or Stipulated Treatment provision may offer each beneficial holder of an Assured
Insured Bond with respect to which Assured has not made the Assured Election any one or more
of the following options (collectively, the “Assured Bondholder Elections”), in each case on
terms acceptable to Assured: (1) Assured Bondholder Election 1, pursuant to which such holder
shall receive from Assured the applicable Acceleration Price on the Effective Date in full
satisfaction and discharge of Assured’s obligations with respect to such holder under the applicable
Assured Insurance Policies, and Assured shall receive Assured Securitization Bonds allocable to
such holder under the plan that may, at Assured’s election, be insured in accordance with a new
insurance policy issued by Assured on terms acceptable to it; (2) Assured Bondholder Election 2,
pursuant to which such holder shall opt into a custodial trust, escrow arrangement, or similar
structure established by Assured that would provide such holder with an interest in the applicable
Assured Insurance Policy and Assured Securitization Bonds allocable to such holder in accordance
with terms acceptable to Assured; or (3) Assured Bondholder Election 3, pursuant to which such
holder shall, on the Effective Date, and in full satisfaction of Assured’s obligations under the
applicable Assured Insurance Policies, receive (i) the Assured Securitization Bonds allocable to
such holder under the plan, which Assured Securitization Bonds may, at Assured’s election, be
insured in accordance with a new insurance policy issued by Assured on terms acceptable to
Assured, and (ii) a cash payment from Assured in an amount to be determined or defined by
Assured prior to the hearing on the disclosure statement. The Assured Bondholder Elections
offered to Assured Insured Bondholders shall include at least either Assured Bondholder Election
1 or Assured Bondholder Election 2. In the event that Assured Bondholder Election 1 is not one
of the options offered, the structure, terms, and conditions of the custodial trust, escrow
arrangement or similar structure established as part of Assured Bondholder Election 2 must be
reasonably acceptable to Assured and the Government Parties and the interests granted therein
must be DTC eligible, provided that such custodial trust, escrow arrangement or similar structure
will be deemed to be reasonably acceptable to the Government Parties if it is consistent with either
one of the structures set forth in Annex B hereto. The Definitive RSA will provide that in the
event an Assured Bondholder fails to make an election such Assured Bondholder is deemed to
have elected Election 2 (unless otherwise provided in the Plan).
c)

DSRF Surety: Assured may, at its election, provide a DSRF surety to satisfy the

DSRF requirement with respect to Tranche A Bonds that are Assured Securitization Bonds, which
DSRF surety will be in effect during the entire term of such Tranche A Bonds. Any reimbursement
obligation with respect to such DSRF surety will be secured and payable from the portion of the
Transition Charge allocable to Assured Securitization Bonds, subordinate only to interest on
Tranche A Bonds secured by such DSRF Surety. In exchange for such DSRF surety, Assured will
be entitled to receive (i) additional Tranche A Bonds having a principal amount equal to the present
value of the projected cash flow that would fund the DSRF requirement with respect to Tranche A
Bonds that are Assured Securitization Bonds in the absence of the DSRF surety from Transition
Charge excess cash following interest paid on Tranche A Bonds, and (ii) an upfront one-time
DSRF surety fee equal to 2% of the DSRF requirement with respect to Tranche A Bonds that are
Assured Securitization Bonds. Such DSRF Surety shall only secure the Tranche A Bonds that are
Assured Securitization Bonds.
d)
Insurance Premiums: To the extent that Assured insures any Assured
Securitization Bonds, Assured will be entitled to receive a premium that (a) in the case of any
Tranche A Bonds that it insures, will be payable in each year during which such Tranche A Bonds
are outstanding, will be equal to 0.50% per annum of the principal amount of such Tranche A
Bonds that were outstanding as of the first day of such year and will be payable from and secured
by the Transition Charge revenues on a pari passu basis with interest on Tranche A Bonds, and
(b) in the case of any Tranche B Bonds that it insures, will be a one-time premium payable in form
of Tranche A Bonds having a principal amount equal to 2% of the expected aggregate cash flow
of such Tranche B Bonds.
VIII. Call Protection.
a)
Tranche A Bonds: Callable starting on the first interest payment date after the tenth
anniversary of the issuance date.
b)
Tranche B Bonds: Starting on the first interest payment date after the tenth
anniversary of the issuance date, callable at the product of (i) the accreted value of the Tranche B
Bonds at the date of redemption, multiplied by (ii) the Tranche B Call Premium. “Tranche B Call
Premium” shall be (i) 110% for the twelve-month period starting on the first call date, (ii) 109.5%
for the next twelve-month period and (iii) shall continue to decline by 0.5% each twelve-month
period thereafter until it reaches 100%.
IX.
Bonds.

Debt Service Reserve Fund (“DSRF”).
a)

The DSRF requirement shall be set at 5% of principal amount of the Tranche A

b)
DSRF will be funded through first dollars from Transition Charge excess cash
following interest paid on Tranche A Bonds.
X.

Payment Default.

a)
No default on Tranche A Bonds for failure to pay scheduled debt service prior to
maturity, so long as full amount collected under the Transition Charge (minus administrative fees)
is used to pay debt service. Interest shall continue to accrue (and compound, as applicable) at the

original Coupon rate.
b)
No default on Tranche B Bonds for failure to pay debt service, so long as full
amount collected under the Transition Charge (minus administrative fees) is used to pay debt
service. Interest shall continue to accrue (and pay-in-kind, as applicable) and accrete at the original
Coupon rate.
c)
The Transition Charge shall extend, and interest shall continue to accrue (and
compound or pay-in-kind, as applicable) at the original Coupon rate, until the “Transition Charge
Termination,” which shall be the later of (1) the date necessary to pay the Tranche A Bonds in
full, even if past their stated maturity, and (2) the earlier of (i) the stated maturity of the Tranche
B Bonds, and (ii) the date on which the Tranche B Bonds are paid in full.
XI.

Remedies.

a)
Remedies will be mutually agreed upon in the Definitive Documentation or
Additional Definitive Documentation and will include, at a minimum, the right to replace the
Transition Charge servicer and the right to enforce the Securitization Bonds’ trust agreement’ the
servicing agreement, and non-impairment covenants. Requirements for replacement servicer to
be mutually agreed upon as part of Definitive Documentation.
XII.

Securitization Protections (including structure of SPV).
a)

As set forth in Schedule I-B to the Securitization Term Sheet.

XIII. Administrative Fees.
a)

Terms, structure, and cap on administrative fees to be mutually agreed upon.

XIV. Demand Protections.
a)

As set forth in Schedule I-A to the Securitization Term Sheet.

ANNEX A TO RECOVERY PLAN TERM SHEET:
Securitization Term Sheet
Summary of Major Terms
This term sheet (the “Securitization Term Sheet”) is intended to set forth certain agreements of the Parties
with respect to the Securitization Bonds to be issued in accordance with the Definitive RSA and the exhibits,
schedules and annexes thereto to which this Securitization Term Sheet is attached (collectively, the
“Agreement” or “RSA”) and to set forth certain provisions in addition to those set forth in the Recovery
Plan Term Sheet. This Term Sheet does not address all material terms that would be required to
consummate the transactions set forth in the RSA, the Recovery Plan Term Sheet and this Securitization
Term Sheet and is subject to Definitive Documentation.
Capitalized terms used in this Securitization Term Sheet that are not explicitly defined herein shall have the
meanings ascribed to them in the RSA. The provisions of this Securitization Term Sheet shall be subject
to and governed by the RSA, including the Rule of Interpretation set forth therein.
This Term Sheet does not constitute (nor shall it be construed as) an offer with respect to any securities.
Legislation

Act 4-2016 shall be amended or other legislation shall be enacted to govern
the Securitization Bonds and implement the transactions contemplated by
the RSA, the Recovery Plan Term Sheet and this Securitization Term Sheet
(the “Amended Act”). Enactment of the Amended Act, as set forth in
“Conditions Precedent” below, is a condition precedent to the Effective Date
unless otherwise consented to by the Required Parties.

Issuance of
Securitization Bonds

Securitization Bonds shall be issued on the Effective Date of the Plan
pursuant to and secured by a trust agreement (the “Securitization Trust
Agreement”).

Interest Accrual;
Interest Payment Dates

Interest on the Securitization Bonds will accrue (as applicable) at a fixed rate
and be computed on a 30/360 basis and be due as follows:
For Tranche A Bonds:

1

For Tranche B Bonds:

•

Interest will accrue (and, to the •
extent not paid, compound) and
be payable semi-annually, on
each January 1 and July 1 (each,
an “Interest Payment Date”) at
the coupon rate and on the terms
set forth in the Recovery Plan
Term Sheet.

•

First
scheduled
Interest
Payment Date is [January 1,
2021] 1.

Interest will accrue, accrete, and
be compounded semi-annually
(on each Interest Payment Date)
at the coupon rate set forth in the
Recovery Plan Term Sheet.2

Initial Interest Payment Date shall be set based on issuance date of Securitization Bonds.

2 The Required Parties shall work collaboratively to maximize the tax benefits related to the Tranche B Bonds, including altering
the structure and terms thereof in a manner that preserves equivalent economics and does not have an adverse effect on the
Government Parties or Supporting Holders.

1

Tranche A Expected
Scheduled Retirement
Date; Bond Structure

The Tranche A Bonds are expected to mature in 33 years (according to
FOMB’s May 2018 projections, which are subject to change, including with
respect to demand projections) and shall have a stated final maturity of 40
years, subject to earlier mandatory redemption from Transition Charge
Revenues 3 remaining after all other required payments in accordance with
“Priority of Payment” below have been satisfied; provided, that maturity of
Tranche A Bonds (including accrual and compounding of interest as set forth
in the RSA/Plan Term Sheet) will extend beyond their stated final maturity
and such Tranche A Bonds will remain outstanding if not paid in full on the
stated final maturity until all principal of, and accrued and unpaid interest
on, the Tranche A Bonds is paid in full. For the Uninsured Securitization
Bonds, any cash on deposit in the DSRF shall be used to pay such Bonds at
maturity (or prior to maturity if the amount on deposit in the DSRF equals
or exceeds the remaining debt service on such Bonds) and any excess therein
shall thereinafter be used to pay the Tranche B Bonds.

Tranche B Expected
Scheduled Retirement
Date; Bond Structure

The Tranche B Bonds shall be structured as capital appreciation bonds 4 with
a stated final maturity of 47 years, subject to mandatory redemption after
payment in full of all amounts outstanding on the Tranche A Bonds from (1)
for the Uninsured Securitization Bonds, any cash remaining on deposit in
the DSRF after no Tranche A Bonds are outstanding under the Securitization
Trust Agreement and (ii) for all Securitization Bonds, all cash flow from
Transition Charge Revenues remaining after all other required payments in
accordance with “Priority of Payment” below have been satisfied; provided,
that any amounts on the Tranche B Bonds not paid with Transition Charge
Revenues imposed prior to the stated final maturity of the Tranche B Bonds
shall not be recoverable by Bondholders.

Denominations
Restructuring
Resolution; Financing
Costs

Integral multiples of $1.00 or such higher amount required by DTC.
Simultaneously with the consummation of the Plan, the Issuer shall adopt a
restructuring resolution (the “Restructuring Resolution”) in form and
substance acceptable to the Required Parties, which resolution shall be
adopted by the Issuer simultaneously with the consummation of the Plan,
create and constitute part of the Restructuring Property 5 and approve the
issuance of Securitization Bonds, the incurrence of other Secured
Obligations (as defined in the Securitization Protections Term Sheet) and

“Transition Charge Revenues” means any money or other property received or to be received on account of the Transition
Charges, and all proceeds of the investment thereof.
3

4 Any references in the RSA/Plan Term Sheet to PIK Payments or payment in kind of interest on the Tranche B Bonds shall be
understood to refer to accrual, accretion, and semi-annual compounding of interest of capital appreciation bonds.
5 “Restructuring Property” (i) means a Restructuring Resolution and the property rights and interests created thereby, including
the title and right to, and the interest in: (a) the right to receive Transition Charges; (b) the Transition Charges, as adjusted from
time to time if required under the Definitive Documents, including any rights under a Servicing Agreement assigned pursuant to
the Securitization Trust Agreement; (c) all revenues, collections, claims, payments, money, or proceeds on account of the Transition
Charges or constituting Transition Charges, regardless of whether such revenues, collections, claims, payments, money, or proceeds
are billed, received, collected or maintained by PREPA or by the Issuer together with or commingled with other revenues,
collections, claims, payments, money, or proceeds; (d) all rights relating to the Transition Charges pursuant to the terms of the
Restructuring Resolution related thereto (including as provided in the Demand Protection Term Sheet); and (e) all reserves
established in connection with the Securitization Bonds or the Restructuring Property. For the avoidance of doubt, Restructuring
Property shall not include any other charges, other property of the Issuer, property of PREPA or federal funds received by PREPA,
the Government or any Government Entity.

2

the imposition and collection of the Transition Charges and Financing Costs
in accordance with the terms hereof. The Restructuring Resolution shall
address such other matters as may be necessary or desirable for the servicing
of the Restructuring Property, with such terms and conditions agreed upon
by the Required Parties. The Restructuring Resolution shall be irrevocable.
“Financing Costs” shall be defined in, and shall be subject to, any
restrictions set forth in the Restructuring Resolution or Securitization Trust
Agreement but shall at a minimum include items 1, 2, 3, and 7 in “Priority
of Payment” below and compensation for the Issuer’s board, and director
and officer insurance for the Issuer, and the Transition Charge shall adjust
to cover such Financing Costs in the manner set forth in the Definitive
Documents; provided, that general Issuer expenses shall be allocated among
Securitization Bonds and any other debt issued by the Issuer.
Administrator

To the extent that the Issuer acts through, or contracts with, an administrator
(the “Administrator”), such Administrator shall enter into an
Administration Agreement governing its employment. The Required Parties
must agree on the identity of the Administrator (including whether the
Administrator will be a third-party Servicer), but shall not be any
Government Entity or employee thereof.

Securitization Trustee

The Securitization Trustee for the initial issuance of Securitization Bonds
shall be a mainland financial institution (to the extent available) agreed upon
by the Required Parties and shall hold all accounts associated with the
Securitization Bonds at a mainland branch.

Servicer

The servicer 6 of the Transition Charge (the “Servicer”) shall be a
concessionaire, operator or other service provider for the System 7 (or other
party agreed upon by the Required Parties).
The Issuer and the Servicer shall become a party to a servicing agreement
(the “Servicing Agreement”), and which shall include, among others, the
terms and conditions set forth herein and other terms and conditions
consistent with prudent mainland utility securitizations, taking into account
appropriate adjustments to reflect the structure of this transaction and
feasibility in light of PREPA’s system, and shall at a minimum include the
following:
•

A covenant that the Servicer obtain meter reads, calculate or estimate
electricity usage, and bill the Transition Charges to the customers as a
separate line item on electric bills;

•

A covenant that, if the Servicer receives any billed amounts from
customers in respect of electricity charges, Transition Charges, and/or
other charges, the Servicer shall promptly transfer such receipts to a
third-party collection agent agreed upon by the Required Parties and the

Certain minimum standards that would have to be met by a Servicer will be included in the Definitive Documentation. PREPA
may also act as Servicer during any transition period to any concessionaire, operator, or other service provider; provided, that the
Definitive Documentation shall provide separate servicer terms and servicing standards specific acceptable to the Required Parties
to PREPA or another Government Entity. References herein to PREPA acting as Servicer includes PREPA or any other
Government Entity acting as Servicer, even on a temporary basis.
6

7

System shall have the definition given to it in Demand Protection Term Sheet.
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Servicer that meets the requirements set forth below (the “Depository”),
and covenants addressing how charges from customers that do not pay
in person shall be remitted to the Depository; in order to maximize
collections the Required Parties may agree on provisions providing for
collection and aggregation in other accounts prior to remittance to the
Depository, including in accounts established and held by financial
institutions in Puerto Rico;

Servicing Agreement

•

A covenant that the Servicer use commercially reasonable efforts to
collect all Transition Charges; provided, that if the Servicer is PREPA,
the Servicing Agreement shall include specific requirements acceptable
to the Required Parties for collection of the Transition Charges;

•

Daily allocation of Transition Charges and electricity and other charges
by the Depository; provided, that the Required Parties will agree on
provisions concerning such allocation, which may include provisions
that amounts will be allocated based on actual amounts on deposit in the
particular account after all transactions have been confirmed and
reconciled;

•

A covenant that the Servicer provide to the Issuer, the Securitization
Trustee on behalf of the Secured Parties (as defined in the Securitization
Protections Term Sheet) (or, if different, any owner of all or any portion
of the Restructuring Property), any rating agency rating the
Securitization Bonds, and, if applicable, the Servicing Monitor
commercially reasonable reporting as set forth in the Definitive
Documents; 8 provided, that the Definitive Documents shall address the
ability of the Securitization Trustee to share information with the
Secured Parties; and

•

Covenants acceptable to the Servicer regarding termination of service to
customers, termination of access to the System, and making use of
intercept provisions, including a prohibition on discriminating between
treatment of the Transition Charge and other electric charges.

The Servicing Agreement shall further (and subject, in each case, to the
terms and conditions of the Servicing Agreement):
•

set forth the Servicer’s compensation, which compensation shall be
reasonable, market-based compensation;

•

include deposit, allocation, and periodic reconciliation requirements;

•

authorize the Securitization Trustee to replace the Servicer 9 or appoint
a co-servicer or other additional or special servicer under the conditions
set forth in the Servicing Agreement; and

8 To the extent the Servicer is PREPA, the Servicer must provide such financial information in respect of the Servicer, or material
information regarding the Restructuring Property, as may be necessary for the Issuer, Securitization Trustee (or such other owner
of the Restructuring Property), any rating agency rating the Securitization Bonds, and the Servicing Monitor (if applicable) to
monitor the Servicer’s performance under the Servicing Agreement, perform their respective duties, and determine compliance by
the Servicer with the Servicing Agreement.
9 References to replacement of the Servicer throughout this Term Sheet, the RSA and the related documents shall mean
replacement of the Servicer in such capacity only and not in any other capacity.
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•

contain other provisions, including for resignation or removal, and
replacement, of the Servicer as set forth in the Servicing Agreement,
including for failure to take collection actions required by the Servicing
Agreement.

The Servicing Agreement may also include provisions regarding the
appointment of a backup servicer, co-Servicers or subservicers, which shall
include the terms regarding the backup servicer, co-Servicers, and
subservicers set forth in the Demand Protection Term Sheet.
The Servicing Agreement shall also provide for the option on the part of the
Servicer to make advances to the Issuer with respect to Transition Charge
receivables.
Depository

Amounts held by the Depository shall be allocated between Transition
Charges, electricity charges, and other permitted charges and transferred
daily to the Securitization Trustee (in respect of Transition Charge
collections), to the Servicer for payment to PREPA or any successor(s) 10 (in
respect of electric and other charges), or to the owner of any other permitted
charges (in respect of such other permitted charges) in accordance with a
methodology agreed upon by the Required Parties. Such allocation and
transfer shall be periodically reviewed by the Servicing Monitor (if
applicable) and corrected by the Servicer based on the direction of the
Servicing Monitor. The Securitization Trustee shall receive and hold all such
amounts in a segregated deposit account. All Transition Charge Revenues
shall be and remain property of the Issuer, and, except as otherwise provided
in connection with Permitted Indebtedness, all collections that are not
Transition Charge Revenues shall be and remain property of PREPA or its
successor.
The Servicer will be expressly prohibited in the Servicing Agreement from
acting as Depository in respect of the Transition Charges. If the Servicer
receives any Transition Charges, such receipt will be in its capacity as agent
of the Issuer only, and the Servicer will hold such Transition Charges in trust
for the exclusive benefit of the Issuer, Securitization Trustee, and the
Secured Parties. The Servicer shall take such action necessary to direct third
parties to turn over Transition Charges and electric and other charges to the
Depository. Transition Charges shall not lose their character as
Restructuring Property by virtue of possession by the Servicer, the
Depository or any other party, and such Transition Charges shall be
transferred as soon as possible to the Depository.
The Depository shall be a mainland financial institution (to the extent
available), agreed upon by the Required Parties, that is not related to the
Government of Puerto Rico (the “Government”) or any of its agencies,
departments, public corporations, trusts, funds, systems, instrumentalities,
political subdivisions, taxing authorities, or regulatory bodies (each, a
“Government Entity”) and that holds its accounts on the mainland. 11

References to “successor” in this provision shall refer to any person who bills or collects electricity rates in Puerto Rico.
The Definitive Documents shall incorporate mechanics acceptable to the Required Parties that address, to the extent applicable,
electronic transaction fees and other amounts that are collected or aggregated in Puerto Rico.
10
11
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The Securitization Trust Agreement shall authorize the Securitization
Trustee to replace the Depository, subject to terms and conditions agreed
upon by the Required Parties.
The Definitive Documents shall provide the investment standards for funds
held by the Depository and the Securitization Trustee; provided, that neither
the Depository nor the Securitization Trustee shall hold any accounts at or
invest in AAFAF or any other Government Entity.
In the event that a Depository cannot be identified to perform the
responsibilities set forth above, the Servicing Agreement shall provide
another methodology for allocating collections acceptable to the Required
Parties and the Servicer.
Servicing Monitor

Solely if PREPA is acting as Servicer, a third-party servicing monitor (not
affiliated with the Government or any Government Entity) (in such capacity,
“Servicing Monitor”) agreed upon by the Required Parties will be
appointed and retained to confirm the Servicer’s calculation and
implementation of Transition Charges (including the implementation
mechanisms described on the Demand Protection Term Sheet) and to review
any allocation and transfer instructions provided by the Service to the
Depository. 12 The Servicing Monitor shall also have the right to review the
Servicer’s billing and collection practices. The Servicing Monitor shall act
as an agent of the Securitization Trustee on behalf of the Secured Parties.
The Securitization Trust Agreement shall include the qualifications for the
Servicing Monitor and shall allow the Securitization Trustee to remove and
replace the Servicing Monitor.
In case of a dispute between the Servicing Monitor and the Servicer, an
independent expert shall be appointed.
The Servicing Monitor shall be in place no later than the Effective Date.

Restructuring
Property; Security;
Lien

The Restructuring Property will be as described in the Amended Act and in
the Restructuring Resolution.
In addition to the statutory lien on the Restructuring Property granted
pursuant to and set forth in the Amended Act, the Issuer shall also grant the
Secured Parties a supplemental security interest in the Restructuring
Property and in all funds and accounts held by the Securitization Trustee
thereunder, to secure the Secured Obligations.
The lien of the Secured Parties shall have priority over any other lien (other
than the statutory lien) on the Restructuring Property, and the Securitization
Trust Agreement shall not permit any other lien on the Restructuring
Property senior to the lien of the Secured Parties (other than the statutory
lien).

12 If the Servicer is a mainland third party that meets certain standards, then all information that would have gone to the Servicing
Monitor must go to the Securitization Trustee (with permission to share with holders of Securitization Bond subject to terms of the
Securitization Trust Agreement), but no Servicing Monitor is necessary. In the event of a dispute between the Trustee or any holder
and the Servicer, an independent expert shall be appointed.
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The Securitization Trustee shall have the right to foreclose on all
Restructuring Property and sell such Restructuring Property for the sole
benefit of the Secured Parties.
Priority of Payment

On each payment date in respect of principal and interest, all amounts of the
Transition Charge Revenues allocable to the Securitization Bonds will be
available to pay the following amounts in the following priority (except as
may otherwise be agreed upon by the Required Parties and subject to
agreement on the allocation of the Transition Charge Revenues between the
Uninsured Securitization Bonds and the Assured Securitization Bonds):
1.

Fees, costs, and expenses owed to the Securitization Trustee

2.

Depository and, if applicable, Servicing Monitor fees

3.

Servicer fees and related agent and/or administrator fees

4.

Interest on Tranche A Bonds 13

5.

Initial funding of the Debt Service Reserve Fund (expected to occur
over a nine-year period)

6.

So long as the Tranche A Bonds are outstanding, replenishment of
Debt Service Reserve Fund to required reserve level

7.

Indemnity amounts owed to the Securitization Trustee

8.

All remaining Transition Charge Revenues shall be applied to the
mandatory redemption of Tranche A Bonds at a redemption price of
par plus accrued interest to the applicable redemption date and, upon
payment in full of the Tranche A Bonds, for the mandatory
redemption of the Tranche B Bonds at a redemption price of par plus
accrued interest to the applicable redemption date;

provided, that for the Transition Charge Revenues allocable to the Assured
Securitization Bonds, (i) interest on Tranche A Bonds that are Assured
Securitization Bonds and premium payments payable to Assured with
respect to any insurance policy insuring such Tranche A Bonds shall be
payable on a pari passu basis; and (ii) the funding and replenishment of the
DSRF will be replaced by the payment of any reimbursement obligation with
respect to any DSRF surety.
Partial Payments
Allocated Pro Rata

Any partial payments by customers shall be allocated pro rata between the
Issuer (in respect of the Transition Charges), PREPA or any successor(s) 14
(in respect of the electric and other charges), and the owner of any other
charges (in respect of such other charges) such pro rata allocation to be based
upon the relative amounts of the Transition Charges, the PREPA charges,
and the other charges as a part of the total bill; provided, that any applicable
Puerto Rico taxes and Government-imposed fees (including any taxes or
fees imposed by a Government Entity) shall be covered by an increase in the
Transition Charge so that debt service is not effected; and provided further,
that if the Issuer agrees to increase the charge to cover federally imposed
taxes or fees in an issuance of additional bonds permitted under the

13

To the extent the Servicer is PREPA, interest on Tranche A Bonds shall be paid before servicer fees.

14

References to “successor” in this provision shall refer to any person who bills or collects electricity rates in Puerto Rico.
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Securitization Trust Agreement, the Transition Charge shall also be entitled
to such increase.
Events of Default

The Securitization Trust Agreement shall include the following events of
default and such other events of default as are agreed upon by the Required
Parties:
•

Any violation of the Plan or the Confirmation Order, including violation
of covenants by the Government or any Government Entity, subject to
such notice and cure periods, if any, set forth in the Securitization Trust
Agreement;

•

Covenant defaults by the Issuer subject to such notice and cure periods,
if any, as are agreed upon by the Required Parties;

•

An event of default under the Servicing Agreement, Servicing Monitor
Agreement, Administration Agreement, or Depository Agreement as are
agreed to by the Required Parties; provided, that the remedy for any
cross-default under the Servicing Agreement shall be solely the
replacement of the Servicer unless otherwise agreed by the Required
Parties;

•

Bankruptcy defaults agreed upon by the Required Parties;

•

Any act or failure to act by the Government or any Government Entity
(including the Issuer) that violates or is not in accordance with the
Amended Act, the Restructuring Resolution, the Securitization Trust
Agreement, or other Securitization Documents;

•

The Government or any Government Entity (including the Issuer)
breaches its covenants subject to such materiality standards, if any, set
forth in the Securitization Trust Agreement; and

•

Failure to pay principal on the final maturity date of the Tranche A
Bonds.

Governance

The Issuer’s governance shall be as set forth in the Amended Act and the
Securitization Trust Agreement.

Remedies

Remedies will be set forth in the Definitive Documents and will include, at
a minimum, the right to replace the Servicer and the right to enforce the
Securitization Trust Agreement, the Servicing Agreement, and the
Government’s covenants. Requirements for replacement Servicer to be part
of Definitive Documents.
The Issuer, the Securitization Trustee, the Secured Parties, and any owner of
all or a portion of the Restructuring Property shall have the rights set forth
in the Amended Act and the Restructuring Resolution, along with other
rights and remedies set forth in the Definitive Documents.
Neither the Transition Charge levels (including the TC Cap), duration, nor
applicable coupon rates on the Securitization Bonds shall change as a result
of an event of default.

Additional Provisions

Actions that comply with law or regulation but that violate provisions of the
Securitization Documents shall constitute a default; provided, that a third8

party Servicer shall not incur liability for violations of the Securitization
Documents due to its compliance with law or regulation.
The Transition Charge shall be billed and implemented in the manner and
using the requirements set forth in the Amended Act and the Definitive
Documents.
The definitive documents related to a Transformation Transaction shall
include customary covenants agreed to by the counterparty to the
Transformation Transaction related to the maintenance of the tax-exemption
on any Securitization Bonds.
Additional Permitted
Indebtedness

The Definitive Documents shall provide that, at any time, Puerto Rico or
PREPA and its subsidiaries and their respective legal successors
(collectively, the “PREPA Parties”) 15 or any Concessionaire (as defined
below), to the extent such Concessionaire is issuing debt payable from
charges, taxes, or other fees on Puerto Rico electricity, shall be permitted (i)
to incur additional Indebtedness (as defined in the Securitization Trust
Agreement) 16 to fund costs related to the System, (ii) to impose charges,
taxes, or other fees on electricity, or (iii) to grant liens in support of any such
Indebtedness as provided below; provided that any such incurrence or
imposition shall be done solely through a PREPA Party or the Issuer and
shall be under and subject to the following conditions and requirements.
A.

Any additional Indebtedness issued must be solely for the
following purposes:
1.

Indebtedness incurred in anticipation of receipt by any of
the PREPA Parties, the Commonwealth or another
governmental entity of funds from any agency of the U.S.
Federal government, provided (x) such funds have been
committed by such agency, (y) the Indebtedness being
incurred is solely related to the System for purposes for
which such funds have been committed and not for any
other use, and (z) the designated recipient of the funds has
agreed, to the extent permitted by applicable law, to turn
over (and if permissible, pledge) such funds to the
repayment of the additional Indebtedness incurred
hereunder;

2.

Indebtedness incurred to meet any local match or cost
sharing requirements relating to receipt of funding related
to the System to be received from any agency of the U.S.
government;

For the avoidance of doubt, PREPA Parties shall not include entities set up for the purpose of issuing debt.
Neither the Issuer nor any PREPA Party may incur Indebtedness except as set forth above; provided, however, that with
respect to PREPA Parties only, “Indebtedness” shall not include indebtedness or obligations or expenditures that are (i) incurred
in the ordinary course of business, (ii) related to the operation of the System, and (iii) payable from collections that (x) are
revenues of PREPA and (y) are not Transition Charge Revenues or revenues specifically allocated to Permitted Indebtedness.
15
16
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B.

3.

Indebtedness incurred to cover any capital requirements
for the System;

4.

Indebtedness incurred to fund a cash operating reserve,
related to the System on or after exit from Title III in an
amount not to exceed the greater of (a) an amount equal to
ninety days of projected operating expenses or (b) the
amount required by the Concessionaire; provided, that if
the amount required under clause (b) exceeds the amount
in clause (a), then the amount of such excess shall be
repaid within five years of the date of borrowing;

5.

Indebtedness incurred to finance emergency response to a
major disaster or emergency directly related to the System
in response to an emergency declaration requested by the
Governor of the Commonwealth and declared by the
President of the United States pursuant to the Stafford Act
or similar or successor Federal law; or

6.

Indebtedness incurred to refinance, in whole or in part, any
indebtedness permitted by A.1 through A.5 above subject
to the same restrictions as the Indebtedness being
refinanced.

The issuance of any additional Indebtedness must meet the
following standards:
1.

Unless such funds are otherwise permitted pursuant to
A.4(a) or A. 5 above, a private operator, manager or
concessionaire (the “Concessionaire”) is operating the
System, and the amounts of additional Indebtedness are (a)
deemed appropriate by the Concessionaire to fund capital
expenditures related to the System or necessary for the
other purposes set forth in A.1 through A.6 above and (b)
included in the budget or long-term plan approved by the
Concessionaire (and, to the extent required, PREB) for the
System;

2.

The issuance of additional Indebtedness has received all
necessary approvals, including, to the extent required by
applicable law, approvals by PREB, FOMB, and the Board
of PREPA or the Issuer (as applicable); provided, that with
regard to the Issuer, the Issuer’s governance documents
shall require that its board approve all additional issuances
by the Issuer and the Confirmation Order shall provide
that this provision cannot be changed;

3.

The additional Indebtedness must have a dedicated
transition charge, statutory charge, or other tax or revenue
stream or be funded from revenues generated from the
electricity rate including, to the extent required, an
10

increase in such rate (such charge, stream, or increase, the
“Funding Charge”); the imposition of the Funding
Charge has received all necessary approvals (including, to
the extent required by applicable law, by PREB and
FOMB); and the Funding Charge is projected to fully
cover all costs associated with the additional Indebtedness,
including debt service, and, with respect to any additional
Indebtedness incurred for any of the purposes set forth in
A.3. above, be projected as of the date of issuance not to
decrease the projected collections on the Transition
Charge;
4.

Any Funding Charge must be reflected in customer bills,
and any allocation of partial payments in customer bills
between the Funding Charge and the Transition Charge
must be pro rata between the Transition Charge and the
Funding Charge (each as then in effect) or require
payment in full of the Transition Charge before the
Funding Charge is paid;

5.

The Transition Charge and the Funding Charge shall be
kept separate; provided, that any commingling of the
Transition Charge with the Funding Charge shall not limit,
defeat, impair or interfere with the Securitization Bonds’
lien on the Transition Charge; provided further, that all
revenues from the Transition Charge and each Funding
Charge that is property of the Issuer (the “Issuer Funding
Charge”) will be commingled when received by the
Issuer, and will be allocated by the Issuer among the
Securitization Bonds and the additional Indebtedness
supported by each Issuer Funding Charge pro-rata based
on (x) the Transition Charge then in effect and (y) each
respective Issuer Funding Charge then in effect (without
giving effect to any adjustments to such Issuer Funding
Charge that would cause it to exceed the charge that was
originally scheduled to be then in effect to the extent such
adjustments are the result of collections of the Issuer
Funding Charge being less than amounts billed);

6.

The issuance of additional Indebtedness shall not
adversely affect the tax treatment of the Securitization
Bonds; and

7.

Any lien granted in support of the additional Indebtedness
shall be limited to the Funding Charge and other assets
directly related thereto or to assets of PREPA that are not
Restructuring Property.

Provided, for the avoidance of doubt, the financing of the amortization of
the PREPA pension plan’s Unfunded Accrued Actuarial Liability and the
establishment of a charge or other source of repayment therefore shall not
11

constitute Indebtedness but shall be subject to the requirements set forth in
the clauses B.2 (except in the case of approvals required by clause B.2 or
B.3 to the extent any approval is not required under the terms of the plan of
adjustment) through B.7 above.
Provided, further, that if there is no Concessionaire, then the restrictions on
additional Indebtedness shall be as agreed upon by the Required Parties in
the Securitization Trust Agreement and shall include at a minimum
Indebtedness (a) incurred to fund a cash operating reserve on or after exit
from Title III in an amount not to exceed the $550 million and (b) that would
be permitted under clauses A.1, A. 2, and A.5, but, in the case of clauses (a)
and (b), subject to the requirements set forth in the clauses B.2 (except in the
case of approvals required under clause B.2 or B.3 to the extent any approval
is not required under the terms of the plan of adjustment) through B.7 above.
Notwithstanding the foregoing, to the extent that the Securitization Bonds
are rated investment grade (without regard to any insurance or other thirdparty credit enhancement) by any nationally recognized rating agency (such
bonds, the “Rated Bonds”), then the foregoing restrictions on additional
Indebtedness shall not apply to any issuance of Indebtedness so long as each
rating agency rating the Rated Bonds confirms that the issuance of such
additional Indebtedness will not adversely affect the rating of such Rated
Bonds (without regard to any insurance or other third-party credit
enhancement).
Governing Law; Venue

Except as described in the last sentence of this paragraph, all documents
relating to the Securitization Bonds or the issuance of the Securitization
Bonds, and all of the Issuer’s agreements, shall be governed by the law of
the State of New York, applied as if all such documents and agreements were
executed in New York and were performed entirely within New York.
Except as described in the last sentence of this paragraph, all rights of the
Secured Parties shall be governed by the law of New York. Authorization
and powers of PREPA and the Issuer are to be governed by Puerto Rico law.
Each Party hereto, the parties to any of the Definitive Documents, and the
Government (the “Agreement Parties”) shall submit to the continuing
jurisdiction of the Title III Court and waive any objection to venue. In the
event such court does not have or accept jurisdiction, the Agreement Parties
shall agree to bring any disputes arising out of any aspect of the Plan, the
Confirmation Order, the Transition Charge, the Securitization Bonds, or the
Securitization Documents in any federal district court sitting in Puerto Rico
and any appellate court therefrom, or in the event such federal district court
does not have or accept jurisdiction, a {Commonwealth} court and any
appellate court therefrom, and each Agreement Party shall be deemed to
consent to the jurisdiction thereof.

Confirmation Order

The Confirmation Order shall include, among other things, the following:
•

The Issuer shall be bankruptcy remote/ineligible, as set forth in the
Securitization Protections Term Sheet;

•

The Secured Obligations are legal, valid, binding, and enforceable
obligations of the Issuer under Puerto Rico and federal law, and that the
12

Transition Charge is property of the Issuer, free and clear of all liens,
claims, encumbrances, and other interests of creditors of the Issuer,
PREPA, the Government, or any Government Entity;
•

The Secured Obligations are validly secured by a statutory lien and a
consensual lien, and the Securitization Documents and other Definitive
Documents are legal, valid, binding, and specifically enforceable
obligations of the Issuer, which validation will be set forth in the Plan
and the Confirmation Order, including, without limitation, covenants
not to impair such property conferred under the Plan and the
Confirmation Order;

•

The Transition Charge is a valid provision made to pay or secure
payment of the Secured Obligations, is not a tax under Puerto Rico law,
is appropriate, reasonable, non-discriminatory, and legally binding on
and specifically enforceable (including by the Servicing Monitor)
against any Person in accordance with the Plan;

•

Any current or future owner of Restructuring Property, the
Securitization Trustee, and the other Secured Parties shall be entitled to
the property rights conferred under the Amended Act, the Plan, and the
Confirmation Order, including the right to enforce such rights subject to
the Securitization Documents;

•

Pursuant to Bankruptcy Code § 945(a), the Title III Court shall retain
exclusive jurisdiction for at least the life of the Secured Obligations over
all disputes arising out of any aspect of the Plan, the Confirmation Order,
the Transition Charge, the Secured Obligations, or the Securitization
Documents, including claims for specific performance, and each of the
Government, the Government Entities, the Government Parties, and the
Issuer shall consent, to the extent necessary, to exercise of jurisdiction
over property and revenues of PREPA and the Issuer, notwithstanding
section 305 of PROMESA;

•

The Confirmation Order shall provide that (i) subject to the passage of
legislation authorizing the transaction, issuance of Securitization Bonds,
the incurrence of the other Secured Obligations, the commencement of
the Transition Charge, and any other aspect of the Agreement, including
this Term Sheet, shall not be subject to review or approval by any party,
including PREPA’s regulator, and (ii) that the demand protections the
(“Demand Protections”) set forth on Scheduled I-A (the “Demand
Protections Term Sheet”) shall be binding on the Agreement Parties,
the Government, and each Government Entity.

•

Other provisions, including market or customary terms, as agreed to by
the Required Parties.

The decretal paragraphs of the Confirmation Order shall include the material
terms, conditions, and covenants of the Government, PREPA, and the Issuer,
as well as the other material terms and conditions of the Definitive
Documents and Amended Act.
Conditions Precedent to Customary conditions precedent to be agreed upon by the Required Parties
and shall include, among other things:
Securitization
13

•

Enactment into law of the Amended Act in a manner that meets the
requirements of the RSA;

•

Certification by FOMB of a PREPA fiscal plan and an Issuer fiscal
plan pursuant to Section 201(a) of PROMESA consistent with the
transactions contemplated in the Plan.

•

An order of the Title III Court approving the form of the
Restructuring Resolution, making the determinations set forth in
“Confirmation Order” above, and including such other terms agreed
upon by the Required Parties.

•

Receipt by the Securitization Trustee, for the benefit of the Secured
Parties, of resolutions as agreed upon by the Required Parties and
legal opinions that meet the requirements of the RSA from
nationally recognized counsel, bond counsel, and special tax
counsel (if different) to the Issuer and PREPA, and the Secretary of
Justice of Puerto Rico, as applicable, that (among other things)
interest payments made on the Tranche A Bonds (and, to the extent
applicable, the Tranche B Bonds) will be excluded from gross
income for federal income tax purposes and exempt from all state,
territorial and Puerto Rico and other territorial income taxes, and the
Securitization Bonds and other Secured Obligations are validly
secured by a statutory lien on the Restructuring Property as set forth
in the Amended Act; and

•

All Securitization Documents, Definitive Documents, and
Additional Definitive Documents shall have been entered into,
issued, or adopted in a manner that meets the requirements of the
RSA; and

•

All necessary consents and approvals.

No Recourse

The Secured Obligations will have recourse solely to the Restructuring
Property and not to any other assets, property, or rights of the Issuer,
PREPA, the Government, or any other Governmental Entity; provided, that
nothing shall limit the ability of Secured Parties (subject to the Securitization
Trust Agreement, the Securitization Trustee, and the other agents appointed
under the Securitization Documents from seeking specific enforcement of
the Agreement Parties’ obligations or injunctive relief against any
Agreement Party, and nothing shall impair or waive the constitutional rights
of the Secured Parties or the Securitization Trustee.

Other Charges

Subject to any restrictions in the Securitization Trust Agreement, the
Government Parties may establish other transition charges, statutory charge,
or other tax or revenue stream, to provide for the payment of legacy
obligations.

Servicer or
Concessionaire Issues
with Definitive
Documents

Once the Servicer and/or Concessionaire is identified, to the extent that such
Servicer or Concessionaire has concerns over provisions in this
Securitization Term Sheet or any of the draft Definitive Documents, the
Parties shall work in good faith to try to resolve such concerns in the final
form of the such Documents.
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Schedule I-A
Demand Protection Term Sheet
Each capitalized term not defined herein has the meaning given in the Restructuring Support Agreement and the
exhibits, schedules and annexes thereto to which this Term Sheet is attached (collectively, the “RSA”). The omission
of a term or condition contained elsewhere in this Term Sheet, including in the Restructuring Term Sheet, shall not
affect the applicability of such term or condition.
This Term Sheet does not constitute (nor shall it be construed as) an offer with respect to any securities. This Term
Sheet does not address all material terms that would be required in definitive documents and in order to consummate
the transactions set forth in this Term Sheet and is subject to definitive documentation in form and substance mutually
agreed upon by the Required Parties as well as to enactment of any legislation and issuance of any regulatory
approvals contemplated by the RSA and this Term Sheet.

Overall Objectives
of the Parties

The Government Parties, the Ad Hoc Group and Assured have entered into the
RSA with the understanding that the Transition Charge is intended to be
implemented so as to promote efficient investment in, and efficient use of, Puerto
Rico’s electric infrastructure while providing for the recovery of legacy costs
associated with the financing of the development of that infrastructure. The
Transition Charge will be collected from all current and future Customers which
have benefitted, are benefitting, or will benefit from the use of the System and
which have benefitted from PREPA’s generation assets, as set forth in this Term
Sheet. 17

Key Definitions

“System” means the T&D assets in PREPA’s possession on July 23, 2018, as well
as any replacements, extensions, or improvements of such assets made since that
date and any T&D assets acquired or constructed by PREPA and connected to the
System after July 23, 2018.
“Customer” means a service location or premise that (a) is connected to the
System, (b) uses or leases any part of the System, (c) is connected to a microgrid,
municipal utility or electric cooperative that is connected to or uses the System, or
(d) benefits from any agreement that requires the System to provide the Customer
electricity under any condition, including without limitation, an obligation to
provide power on a standby, maintenance, emergency, or similar basis. 18

Any reference herein to “PREPA” refers to PREPA and any successors to PREPA (in full or in part) in its historic
role as provider of transmission and distribution (“T&D”) services, including any entity succeeding to PREPA’s T&D
assets or functions as T&D service provider through lease, sale, concession agreement, management agreement or
other form of privatization, but for the avoidance of doubt shall not include entities that succeed solely to PREPA’s
generation assets or functions.

17

For the avoidance of doubt, consistent with utility industry standards, the term “Customer” refers to a service
location or premises, and not to an actual person. Furthermore, a Customer shall not include any permanently
disconnected service location or premise that does not benefit from any agreement that requires the System to provide
the Customer with electricity under any condition, including without limitation, an obligation to provide power on a
standby, maintenance, emergency, or similar basis. For the purposes of this definition, “permanently disconnected”

18
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“Consumption” means, for any given time period, the amount of electricity
consumed by a Customer, regardless of the source of such electricity, including
thermal, solar, wind, geothermal or other renewable or recyclable sources, whether
owned by PREPA or any successor, lessor or concessionaire, an independent
power producer, municipality, cooperative or a Customer.
“Gross Consumption” means, for any given time period, the amount of electricity
consumed by a Customer, regardless of the source of such electricity, including
thermal, solar, wind, geothermal or other renewable or recyclable sources, whether
owned by PREPA or any successor, lessor or concessionaire, an independent
power producer, municipality, cooperative or a Customer.
The Gross
Consumption of a new Customer (i.e., a Customer that has not established a
history of electricity consumption over a period of at least twenty-four (24)
months) prior to the date it connects to the System) shall be deemed for the period
before such new Customer has established twenty-four (24) months of electricity
consumption history to be the average kWH consumed over a period of twentyfour (twenty-four) months by an electricity consumer in Puerto Rico having a
connected electric load comparable to the electric load which such new Customer
shall have reported to PREPA , the Servicer or subservicer, as the case may be, at
the time it applies for connection to the System, as such average may be adjusted
to take into account the size of the new Customer premises, the nature of the loads
to be connected, the location of the new Customer’s premises relative to the
System and other factors bearing on electricity consumption, including size and
specifications of the behind the meter system.
“Net Consumption” means, for any given time period, a Customer’s Gross
Consumption less amounts of electricity which such Customer produces through
properly permitted behind the meter generating facilities.
“Transition Charge” has the meaning given to it in the Recovery Plan Term
Sheet.
“Transition Charge Rate” means the per-kilowatt hour rate of the Transition
Charge from years 1 through 24 and thereafter, as set forth on the Recovery Plan
Term Sheet, as modified to take into account the Excepted Customer Classes and
Subsidy Charge.
Non-Bypassability

Transition Charges are non-bypassable charges, the payment of which shall be
obligatory. Transition Charges shall be assessed on all Customers, regardless of

means any service location or premises, including one connected to a microgrid, municipal utility or electric
cooperative, not capable of receiving any electricity from, delivering electricity to, or being synchronized with, the
System, including, but not limited to, for standby, maintenance, emergency, or similar purposes, or providing
electricity to the System. With respect to a microgrid, “permanently disconnected” means a microgrid, municipal
utility or electric cooperative permanently operating solely in island-mode and without any agreement that requires
the System to provide the microgrid, municipal utility or electric cooperative electricity under any condition, including
without limitation, an obligation to provide power on a standby, maintenance, emergency, or similar basis.
Notwithstanding the foregoing, a microgrid, municipal utility or electric cooperative permanently operating solely in
island-mode shall not be considered “permanently disconnected” if it uses or leases any part of the System.
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the date as of which they become Customers, through a fixed charge or volumetric
charge, as applicable, unless, subject to the conditions set forth herein, including
the assessment of the Subsidy Charge, a Customer in an Excepted Customer Class
is excepted from paying all or a part of the Transition Charges. Customers shall
not be permitted to evade the imposition of Transition Charges or reduce their
responsibility for Transition Charges by disconnecting and subsequently
reconnecting to the System or by withholding from the Servicer any information
required in order to assess Transition Charges or determine the Customer’s status
as a BTMG Customer or Grandfathered BTMG Customer.
Implementation
Date

The cutoff date for eligibility for treatment as a Grandfathered BTMG Customer
(see below) shall be September 30, 2020 (the “Implementation Date”).

Grandfathered
BTMG Customers

Customers with behind the meter generation (“BTMG Customers”) that was
approved, in place, and operational prior to the Implementation Date (each, a
“Grandfathered BTMG Customer”) will be subject to a monthly Transition
Charge in the form of a fixed charge calculated for each month by multiplying the
Transition Charge Rate applicable to such month by a monthly average of the
Grandfathered BTMG Customer’s Net Consumption over the prior twenty-four
(24) month period, after taking into account a three (3) month lag time (such
period, the “Twenty-Four Month Period”). 19 The fixed charge shall be revised
as set forth in (1) and (3) of “Fixed Charge Updates.”
Any Grandfathered BTMG Customer whose behind the meter generation capacity
increases by more than 20% above the capacity in place on the Implementation
Date shall cease in the next billing period and in all subsequent billing periods to
be considered a Grandfathered BTMG Customer to the extent of the behind the
meter generation capacity increase.
Notwithstanding anything to the contrary provided in this Term Sheet, all
Grandfathered BTMG Customers shall cease to be Grandfathered BTMG
Customers on the twentieth (20th) anniversary of the Effective Date and each such
Customer shall thereafter be a Non-Grandfathered BTMG Customer.

NonGrandfathered
BTMG Customers

All BTMG Customers other than Grandfathered BTMG Customers, including
former BTMG Customers that cease to be Grandfathered BTMG Customers (each,
a “Non-Grandfathered BTMG Customer”), shall be obligated to pay the
Servicer for the cost of installing at, a minimum, a revenue grade meter to measure
the amount of electricity that is generated behind the meter (each such meter, a
“BTMG Meter”). The BTMG Meter shall be in place and functioning by the time
the Customer’s behind the meter generation system first comes online. The
BTMG Meter shall be installed immediately after the behind the meter generation

“Approved behind the meter generation” refers to generation installations that are installed consistent with
PREB-approved rules (if applicable), are properly licensed by the Commonwealth, and have been fully inspected and
determined to be compliant by a licensed electrical inspector. Approved behind the meter generation does not include
a generator whose sole function is to provide back-up power when power from the System (including power supplied
via any microgrid, municipal utility or electric cooperative) is interrupted.

19
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system and before such generated electricity reaches any load. The Servicer shall,
from time to time, inspect and test a sampling of BTMG Meters consistent with
industry practice.
Each Non-Grandfathered BTMG Customer with a BTMG Meter shall be subject
to a monthly Transition Charge in the form of a charge that shall be the greater of
(x) a fixed charge calculated for each month by multiplying (i) the Transition
Charge Rate applicable to such month by (ii) the monthly average of that NonGrandfathered BTMG Customer’s Gross Consumption during the then-applicable
Twenty-Four Month Period, and (y) the product of the Transition Charge Rate
applicable to such month and the Non-Grandfathered BTMG Customer’s Net
Consumption for such month. The fixed charge set forth in (x) shall be revised as
set forth in (2) and (3) of “Fixed Charge Updates.” The initial Twenty-Four Month
Period for a Non-Grandfathered BTMG Customer shall be the Twenty-Four
Month Period concluding on the date on which that Customer became a NonGrandfathered BTMG Customer.
Until such time as a Non-Grandfathered BTMG Customer has an operating BTMG
Meter, then, for purposes of clause (x)(ii) of the immediately preceding paragraph,
the monthly average of that Non-Grandfathered BTMG Customer’s Gross
Consumption during the then-applicable Twenty-Four Month Period shall be
deemed to be the gross electricity inflows received from the System in the month
for which the fixed charge is being calculated.
Customers without
BTMG Generation

All Customers other than BTMG Customers (including, for the avoidance of
doubt, any Customers that become Customers on or after the Implementation
Date) will be subject to a monthly Transition Charge calculated by multiplying
each Customer’s Consumption by the then-applicable per kilowatt hour Transition
Charge Rate.

Adjustment of
Consumption
Calculations

Calculations of Gross Consumption or other calculations of historical
consumption over a specified period required by this Term Sheet shall be adjusted
to take into account the number of months required by this Term Sheet while
eliminating from such calculation any period (as well as any quantity of electricity
delivered from the System in such period) during which a Customer’s
consumption of electric energy delivered from the System shall have been reduced
or eliminated by reason of an event of force majeure affecting the System or a
malfunctioning meter.

Allocation of
Transition Charges
Among Customer
Classes

Exemptions, subsidies and credits may be offered to certain classes of Customers,
and exemptions, subsidies and credits may be created for the benefit of low- and
middle-income residential Customers. The value of any such exemptions,
subsidies and credits and of the Additional Subsidies described below shall be
spread among other Customers on the terms set forth below (the Customers to
whom such exemptions, subsidies, charges and credits apply, the “Excepted
Customer Classes”); provided that (i) the aggregate value of all such exemptions,
subsidies or credits (collectively, the “Subsidy Value”) shall be calculated and
charged to all other Customers, through a fixed or volumetric charge, as
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applicable, by the Servicer through a transition charge subsidy line item on
Customer invoices (such line item, the “Subsidy Charge”), and then remitted to
the Trustee for the Securitization Bonds in the same manner as all other Transition
Charges and such subsidy payments, and the Amended Act shall provide that such
Subsidy Charge and all rights thereto shall form a portion of the Restructuring
Property to the same extent as all other Transition Charge revenue and rights
thereto; (ii) any such exemption, subsidy or credit shall not impair the Servicer’s
ability to collect the aggregate amount of revenue to be generated in any period
through imposition of the Transition Charge; and (iii) such exemptions, subsidies
or credits shall only be permitted to the extent the recovery of the Subsidy Value
(including the Uncollected Amounts Charge) from Customers other than
Customers in the Excepted Customer Classes never increases the responsibility of
any Customer class for Transition Charges by more than 25%.
The Servicer shall verify and audit the Transition Charge Revenue to confirm that
any Subsidy Charges or credits are net revenue neutral, and the Subsidy Value and
Subsidy Charge shall be recalculated annually.
Additional
Subsidies

The Subsidy Charge for any month shall include the monthly average of the sum
of:
(1) an amount to cover Subsidized Entities’ Non-Collections and an amount to
cover General Public Non-Collections (together, the “Uncollected Amounts
Charge”); and
(2) an amount to cover Government Non-Collections.
“Subsidized Entities’ Non-Collections” shall mean, in any given year, the
amount of Billed (as defined in the Definitive Documentation) but unpaid kilowatt
hours for the preceding year attributable to deliveries under CILT arrangements,
for public lighting, for low-income (public) housing, or for other subsidies,
exemptions or credits then in effect; provided, that in the first year starting on the
Effective Date, the Subsidized Entities’ Non-Collections shall be a projection of
the amount of expected unpaid kilowatt hours delivered to such entities. The
amount to cover Subsidized Entities’ Non-Collections shall mean the Subsidized
Entities’ Non-Collections multiplied by the then-applicable Transition Charge
Rate.
“General Public Non-Collections” shall mean, in any given year, the amount of
Billed but unpaid kilowatt hours delivered to Customers that are not included in
the Subsidized Entities’ Non-Collection and that are not the Government or a
Government Entity (such Customers, “General Public Customers”); provided,
that in the first year starting on the Effective Date, the General Public NonCollections shall be a projection of the amount of expected unpaid kilowatt hours
delivered to General Public Customers. The amount to cover General Public NonCollections shall mean the then-applicable Transition Charge Rate multiplied by:
(i) in the event that (x) there is a private third-party acting as the System
operator or (y) PREPA or any Government Entity is operating or
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managing the System and is following the Collection Regulations, any
amounts over 1.5% of the total kilowatt hours consumed by General
Public Customers that were Billed but not collected during the previous
year; or
(ii) in the event that PREPA or any Government Entity is operating or
managing the System and is not following the Collection Regulations, all
total kilowatt hours consumed by General Public Customers that were
Billed but not collected during the previous year.
The Uncollected Amounts Charge shall be recalculated each year and shall be
updated on each Update Date to give effect to the then applicable Transition
Charge Rate as follows:
If the actual uncollected amounts (or, if applicable, in the case of General
Public Non-Collections, actual uncollected amounts above the 1.5%
threshold) (such amounts, the “Actual Uncollected Amounts”) for any
given year (after giving effect to any adjustments from previous years)
are less than the amount that was charged to Customers through the
Uncollected Amounts Charge, the Uncollected Amounts Charge shall be
reduced in the next year to rebate such excess to Customers in the form
of a lower Uncollected Amounts Charge. If the Actual Uncollected
Amounts for any given year (after giving effect to any adjustments from
previous years) are greater than the amount that was charged to
Customers through the Uncollected Amounts Charge, the Uncollected
Amounts Charge for the next year shall be increased to make up for such
shortfall.
“Government Non-Collections” shall mean, in any given year, the total amount
of payables owed with respect to kilowatt hours consumed by the Government and
all Government Entities that were more than sixty (60) days past-due as of the end
of the previous year. The amount to cover Government Non-Collections shall
mean the Government Non-Collections multiplied by the Transition Charge Rate
applicable for such year. The Government Non-Collections shall be recalculated
each year and shall be updated on each Update Date.
PREB shall, to the extent necessary, adopt and/or modify regulations acceptable
to the Parties that shall require PREPA or any concessionaire or other manager or
operator of the System, or electric service provider to exercise collection remedies
for non-payment (including for disconnection after 60 days of non-payment) by
General Public Customers (as defined below) and the Government and
Government Entities that are in accordance with national standards (the
“Collection Regulations”). The Amended Act shall, to the extent necessary,
authorize the adoption of the Collection Regulations.
Fixed Charge
Updates

The fixed charge applicable to Grandfathered BTMG Customers and NonGrandfathered BTMG Customers shall be recalculated by the Servicer on the
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Effective Date and every anniversary thereof (any such date, the “Update Date”)
as follows:
(1) For Grandfathered BTMG Customers, at the conclusion of each Twenty-Four
Month Period measured from the Effective Date, by calculating that
Grandfathered BTMG Customer’s average monthly Net Consumption for the
most recent Twenty-Four Month Period preceding such Update Date;
(2) For Non-Grandfathered BTMG Customers, at the conclusion of each TwentyFour Month Period measured from the Effective Date, by calculating that
Non-Grandfathered BTMG Customer’s average monthly Gross Consumption
for the most recent Twenty-Four Month Period preceding such Update Date;
and
(3) For all BTMG Customers, every year on the Update Date, to reflect changes
in the applicable Transition Charge Rate to ensure that the fixed charge is
consistent with the Transition Charge Rate for such month.
Notification &
Metering
Requirements

The provisions of this Term Sheet regarding BTMG Customers shall apply to any
existing or new Customer which installs behind the meter generation, whether or
not such Customer seeks and/or receives approval to become a net metering
Customer.
All BTMG Customers shall be required to install or pay the Servicer for installing
the necessary BTMG Meter to allow the Servicer to measure and record quantities
of electricity produced from such BTMG Customer’s behind the meter generating
facilities, or electricity usage within any microgrid, municipal utility or electric
cooperative (or similar system or entity) connected to the System or with an
agreement permitting it to obtain standby capacity or emergency energy from the
System, and the Servicer shall routinely read these meters for Transition Charge
billing purposes.
In addition to any required regulatory notice, a Customer shall be required to send
a notice to the Servicer (whether PREPA or any replacement Servicer or subservicer) (the “BTMG Notice”) in the event that it installs behind the meter
generation or ceases to be a Grandfathered BTMG Customer for any of the reasons
set forth in this Term Sheet. The Servicer shall be required to promptly provide
copies of all BTMG Notices to the Issuer, the Servicing Monitor, and the Trustee
for the Securitization Bonds.
A Customer which fails to file a BTMG Notice shall pay a “Registration Charge”
equal to $250 (subject to annual increase at not less than the Consumer Price
Index) plus the amount of Transition Charges the Customer would have owed if it
had properly notified the Servicer of the installation of its behind the meter
generation for the period beginning when it was installed and ending on the date
of discovery (such amount, the “Missed Transition Charge Payment”). The
Issuer shall receive the Missed Transition Charge Payment, and the remaining
portion of the Registration Charge shall be remitted to PREPA. The Amended
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Act shall provide that the Missed Transition Charge Payment is Restructuring
Property.
Upon identifying a Customer that may have failed to file a BTMG Notice, the
Servicer shall determine whether the Customer was required to file a BTMG
Notice, calculate the amount of any Registration Charge, and enforce and collect
the Registration Charge, each in a manner consistent with the Servicer’s
investigation and collection of obligations from Customers to the Servicer.
Role of the Servicer The Servicer’s responsibilities shall include (i) calculating the Transition Charge
component of the Subsidy Charge; (ii) conducting audits of Transition Charge
Revenues to confirm that any Subsidy Charges or credits are net revenue neutral;
(iii) reviewing the BTMG Notices; (iv) auditing the BTMG Notices; (v)
conducting ongoing diligence to identify Customers that failed to file BTMG
Notices as required; (vi) calculating and implementing Fixed Charge Updates; and
(vii) implementing any Fixed Charge Amendment approved by the PREB.
Annual Calculation
Audit

In the event that a private third party is acting as Servicer, the Issuer’s Auditor
shall, in addition to the annual audit of the Issuer, conduct an audit, with respect
to the Servicer or any subservicer, of (i) the calculations of the Transition Charge
component of the Subsidy Charge, (ii) the Transition Charge Revenues to confirm
that any Subsidy Charge or credit are net revenue neutral and that total Transition
Charges billed are consistent with Consumption, Gross Consumption and Net
Consumption, as applicable, and otherwise consistent with the calculations set
forth herein, (iii) Customers’ eligibility as Grandfathered BTMG Customers, NonGrandfathered BTMG Customers, and Excepted Customer Classes; (iv) the
calculation and implementation of any Fixed Charge Update; and (v) the
implementation of any Fixed Charge Amendment. “Issuer’s Auditor” means an
independent accounting firm of recognized national standing acceptable to the
Trustee for the Securitization Bonds.
In the event that PREPA or any Government Entity is acting as Servicer, there will
be a Servicing Monitor in place to perform the duties set forth above, as well as
the duties set forth in the Securitization Term Sheet.

Role of PREB

After the Securitization Bonds are issued, PREB’s role with regard to the
calculation, modification or imposition of any Transition Charge shall be limited
to (i) verification of the mathematical accuracy of the Servicer’s calculation of (a)
the Transition Charge, (b) Subsidy Value and Subsidy Charges impacting the
Transition Charge; (c) Gross Consumption and Transition Charge revenue
calculations to confirm that Subsidy Charges do not negatively or beneficially
impact Transition Charge revenue, as determined by the Servicer; 20 and (ii)
amending the fixed charge applicable to BTMG Customers if, in a proceeding of
which all Bondholders shall be given notice, it determines that the fixed charge is
contributing to and is likely to continue to contribute to BTMG Customer

Any correction of such a mathematical error shall be made in the first billing cycle in which such adjustment can be
practically implemented. In no event shall PREB’s inquiries into any such mathematical error or the correction thereof
result in a delay to the calculation, billing, and collection of the Transition Charge or the Subsidy Charge.

20
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defection from the System that is likely to result in material changes in Transition
Charge revenue (any such amendment, the “Fixed Charge Amendment”). The
Fixed Charge Amendment may be applied to the fixed charge collected from the
BTMG Customer classes most likely to defect from the System. Any Fixed
Charge Amendment shall be (i) supported by third-party expert studies
quantifying the impact of implementing the Fixed Charge Amendment as
compared with the status quo; (ii) put into effect only (a) if the Securitization
Bonds have an investment grade rating, (b) if every rating agency that has rated
the Securitization Bonds has confirmed that the Fixed Charge Amendment shall
not result in a downgrade of the rating on the Securitization Bonds or otherwise
cause an adverse action by the rating agency, and (c) upon the affirmative vote of
the holders of a majority of principal amount of the Securitization Bonds at that
time outstanding, excluding any Securitization Bonds held by the Government,
any Government Entity, and any Puerto Rico municipality; and (iii) may be
implemented no more frequently than once every three (3) years.
Servicing
Agreement

Each microgrid, municipal utility, cooperative or any person selling electricity
directly or indirectly to a microgrid, municipal utility, cooperative, or Customer
that is subject to the provisions of this Term Sheet shall be a “subservicer” and
each shall enter into the Servicing Agreement with the Servicer upon such terms
and provisions as may be agreed upon by the Required Parties.

Protections

The terms set forth in this Term Sheet shall be included in the Amended Act, and
all charges, fees, and payments required hereunder (and the right to such charges,
fees, and payments and the revenues therefrom) shall be treated as Transition
Charges, Transition Charge Revenues and part of the Restructuring Property.
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Schedule I-B
Securitization Protections
The following provisions (in addition to other protections agreed upon by the Required Parties 21) will be
included in the Amended Act, Confirmation Order, Issuer’s by-laws, or transaction documents, as
applicable, in a manner agreed upon by the Required Parties:
I.

Issuer
A.

General Issuer Provisions

1.
Issuer will be a special purpose public corporation and instrumentality of the
Government of Puerto Rico, constituting a corporate and political entity independent and separate from
the Government of Puerto Rico, PREPA and any other Government Entity. It shall be operated
independently, and its business and affairs shall be governed by or under the direction of its Board of
Directors.
2.
Issuer will observe normal corporate separateness from PREPA and any other
entity (e.g., separate books and records, no transferring of assets, etc.).
B.

Issuer Governance

1.
Board members selected by the Governor from list of 10 candidates from
executive search firm using objective selection criteria. Each member of the Board shall satisfy the
independence and qualification standards to be agreed upon in Securitization Trust Agreement.
2.
Board members have fiduciary duty to act in best interests of Issuer to such
extent and scope as is consistent with Puerto Rico law and the Puerto Rico Constitution.
3.
Board members shall receive such compensation as is authorized pursuant to the
Securitization Documents.
4.
Each Board member shall be appointed for a term of 3 years; provided that the
Governor may remove any member who fails to uphold the responsibilities set forth in the Amended Act
or for gross negligence, willful misconduct or fraud. Board members shall have staggered terms.
C.

Issuer Powers and Duties 22
1.

Issuer shall be authorized, without further legislative or regulatory approval to:

Capitalized terms used herein that are not explicitly defined herein shall have the meanings ascribed to them in the RSA or
Securitization Term Sheet, as applicable.
21

Issuer shall only be authorized to take such actions to the extent such actions or any documents required thereby or referred to
therein are consistent with the RSA including with regard to any approvals of the form or substance of such documents contained
in the RSA, the Definitive Documents or the Additional Definitive Documents.
22
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(a)
Adopt a Restructuring Resolution that governs the Securitization Bonds
that is irrevocable and not subject to amendment after the issuance of the Securitization Bonds.
(b)
Execute and perform under (i) a Securitization Trust Agreement that
governs and secures the Securitization Bonds and the repayment thereof from Transition Charge
Revenues and (ii) the other Securitization Documents.
(c)
Collect the Transition Charge Revenues subject to the terms and
conditions of the Definitive Documents
(d)
Issue the Securitization Bonds authorized under the RSA, issue swap
counterparty security contemplated by the RSA, and incur obligations with respect to insurance premiums
and DSRF sureties contemplated by the RSA (such Securitization Bonds, swap counterparty security and
other obligations contemplated by the RSA collectively referred to as “Secured Obligations”).
(e)
Issue or assume such additional debt or obligations as may be permitted
under the Securitization Trust Agreement, which shall, at a minimum, include, as set forth in the
Securitization Term Sheet, (i) at the discretion of the Government Parties, any unpaid or underfunded
pension obligations and (ii) Additional Permitted Indebtedness (collectively, the “Permitted
Indebtedness”).
(f)
Take other actions necessary or appropriate to effectuate the
Securitization Bond Treatment.
(g)

Sue and be sued in Commonwealth or federal court.

(h)
Grant consensual liens and security interests in the Restructuring
Property to the Securitization Trustee for the benefit of the owners, beneficiaries or insurers (the
Securitization Trustee and such beneficiaries, collectively, the “Secured Parties”) of the Secured
Obligations as additional security for such Secured Obligations.
2.
Issuer shall not be authorized to (i) engage in any business activity other than as
provided herein, (ii) own any assets or property other than Restructuring Property and property created in
connection with or related to any Permitted Indebtedness except as permitted under the Securitization
Trust Agreement and consistent with the RSA, (iii) incur or guaranty any other debt other than the
Permitted Indebtedness and otherwise as permitted by the Securitization Trust Agreement, or (iv) dissolve
while any Secured Obligation is outstanding.
3.
The Issuer shall also be forbidden from (a) merging or consolidating with any
other person, (b) except as permitted in the Securitization Trust Agreement and consistent with the RSA,
permitting any liens on its assets other than those securing the Secured Obligations and any Permitted
Indebtedness, (c) liquidating, selling or otherwise transferring the Restructuring Property other than as
permitted by Securitization Trust Agreement, or (d) taking any other action that is inconsistent with the
Issuer’s purpose set forth in the Amended Act or ancillary thereto.
4.
Under the Amended Act, the Issuer shall be expressly prohibited from filing a
petition under Title III of PROMESA or any similar law for as long as the Secured Obligations are
outstanding. The governance documents for the Issuer shall provide that neither the Issuer, nor the board
of the Issuer or any officer of the Issuer shall request to effect, or desire to effect, a plan to adjust its debts
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under Title III of PROMESA or any similar law for as long as the Secured Obligations are
outstanding. The Confirmation Order shall provide that such provisions of the governance documents
may not be amended, changed, or superseded for as long as any Secured Obligations are outstanding.
II.

Transition Charge and Restructuring Property

A.
The legislation shall impose, without requiring the approval of the Puerto Rico Energy
Bureau or other entity, a non-bypassable and unavoidable Transition Charge that shall be standard to
utility securitizations, including any adjustments to the Transition Charge as may be agreed upon in the
RSA, and demand protections as agreed upon in connection with the RSA.
B.
Transition Charge shall not constitute a tax or available revenues under Puerto Rico law
and shall not be revoked or terminated.
C.
The Transition Charge will be collected by a designated servicer pursuant to a Servicing
Agreement with the Issuer (the “Servicer”), which Servicer will collect the Transition Charge as agent of
the Issuer, and not on its own behalf or on behalf of PREPA, the Government, or any other Government
Entity or electric service provider, and the Transition Charge Revenues prior to their transfer to the
Securitization Trustee shall be held in trust for the exclusive benefit of the Secured Parties. No person,
other than the Securitization Trustee, who collects or holds the Transition Charge Revenues or other
Restructuring Property shall have any legal or equitable right, title or interest thereto solely by virtue of
such collection or holding.
1.
The details of the billing and collection of the Transition Charge, the allocation
of electric bill payments between Transition Charge Revenues and other payments (including in respect of
partial payments of electric bills), and the transfer of Transition Charge Revenues to any third party
depository and the Securitization Trustee shall be as set forth in the Securitization Documents.
2.
In the event that a customer partially pays its electric bill, each of the Issuer,
PREPA and the owners of other charges shall share pro rata in such partial payment regardless of any
contrary instructions by the customer (subject to any fees and expenses that are paid prior to pro ration to
the extent permitted by the Securitization Trust Agreement) and the Issuer’s pro rata share shall form part
of the Restructuring Property.
D.
The Transition Charge shall not be subject to counterclaim or defense other than for
miscalculation or misreporting of amount of energy delivered.
E.
Restructuring Property shall be authorized in the legislation and created by the
Restructuring Resolution, and shall continue to exist until all Secured Obligations are paid in full.
1.
Restructuring Property shall constitute an existing, present, continuing and vested
property right for all purposes whether or not the revenues and proceeds arising with respect thereto have
accrued, whether or not all actions to impose and collect the Transition Charge have occurred, and even
though its value depends on future provision of service.
F.
The Issuer shall have sole ownership of the Restructuring Property, including all legal
and equitable rights, title and interest thereto, subject, however, to all liens and pledges for Restructuring
Property in favor of the Securitization Trustee for the benefit of the Secured Parties.
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III.

Statutory Lien

A.
The Secured Obligations shall automatically, upon their issuance or incurrence and until
they are paid in full, be secured by a statutory first lien on the Restructuring Property, including any
moneys, income, revenues, accounts, contract rights or general intangibles derived therefrom, in favor of
the Securitization Trustee for the benefit of the Secured Parties.
B.
Such statutory first priority lien shall occur automatically and shall automatically attach
and be automatically perfected, valid and binding, in each case, from and after the issuance of the
Securitization Bonds without any further act or agreement by any person. No instrument needs to be
executed or delivered, recorded or otherwise filed in any official record or in any government registry or
office in order to perfect or continue such statutory first lien or to establish or maintain the priority
thereof.
C.
No commingling of the Transition Charge with any property of (or possession by)
PREPA, the Government, or any other Government Entity or any other person shall limit, defeat, impair
or interfere with such statutory lien.
D.
Such statutory lien, and any consensual lien or security interest granted pursuant to the
Securitization Trust Agreement, shall be valid, binding, perfected (without the need for a UCC financing
statement) and enforceable against all persons having claims of any kind in tort, contract or otherwise
against the Issuer or its assets irrespective of whether such Persons have notice of such lien.
IV.

Servicer

A.
The Servicer shall be authorized to interrupt or suspend service, use intercept provisions,
take enforcement actions, or terminate System access for failure to pay the Transition Charge (and electric
service providers shall be obligated to follow a Servicer direction to do the same) on the same terms and
conditions as the Servicer is authorized to suspend service, use intercept provisions, take collection
actions, or terminate System access for failure to pay for electric services.
B.
Servicer shall be authorized to bill and collect the Transition Charge, to include
Transition Charge on bills as a separate line item and to remit Transition Charge Revenues to the
Securitization Trustee.
V.

Certain Covenants

A.
The Government of Puerto Rico, with the intent of being contractually bound, will agree
and covenant with the Issuer and each Secured Party, and will authorize the Issuer to include such
covenant in the Securitization Trust Agreement for the benefit of the Secured Parties, that it will not, and
no Government Entity shall be authorized to, until the Secured Obligations and all amounts and
obligations under all transaction documents, have been completely paid in cash in full or otherwise
discharged in accordance with their terms:
1.
take any action that would (i) impair the Issuer’s right to receive the Transition
Charge, (ii) limit or alter the rights vested in the Issuer in accordance with the Plan to fulfill the terms of
any agreements with Secured Parties, (iii) eliminate, decrease or modify the Transition Charge or Demand
Protections, or (iv) impair the rights and remedies of the Secured Parties or their collateral security;
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provided, that nothing shall limit or impair the rights of any Government Entity in its capacity as a
customer purchasing or using electricity services;
2.
amend the Amended Act to impair, limit, restrict, rescind, delay or modify any
obligation of the Issuer to the Secured Parties;
3.
limit or restrict the rights or powers of the Issuer or Servicer to impose, maintain,
charge or collect the Transition Charge;
4.
impose charges, taxes, or other fees on electricity other than those directly
associated with operation of the System, or authorize debt secured by Restructuring Property or any other
rights or interest in electric rates or charges other than the Secured Obligations and Transition Charge
provided for in the RSA, except charges supporting Permitted Indebtedness and otherwise as permitted by
the Securitization Trust Agreement; and
5.
VI.

take action to cause interest on any tax-exempt bonds to become taxable.

Remedies

A.
The Securitization Trustee may replace the Servicer after a default and, to the extent
provided in the Securitization Trust Agreement, may foreclose on the Restructuring Property upon the
occurrence of an event of default in accordance with the terms of the Securitization Trust Agreement.
B.
The Issuer, the Securitization Trustee, or subject to any limitations contained in the
Securitization Trust Agreement, the other Secured Parties, may request the court to order the
sequestration and payment of Transition Charge Revenues, notwithstanding any bankruptcy.
C.
The Secured Parties are authorized to enforce the provisions of the Amended Act,
subject, in the case of the holders or insurers of the Securitization Bonds, to any limitations included in
the Securitization Trust Agreement.
VII.

Successors to PREPA
A.

VIII.

To come once Concessionaire is identified.

Miscellaneous

A.
Title III court order on validity and enforceability of Secured Obligations, Transition
Charge, and related documents is binding, and Title III court retains jurisdiction to hear all matters arising
out of the Secured Obligations and Transition Charge for so long as any Securitization Bonds are
outstanding under the Securitization Trust Agreement.
B.
Issuer, Transition Charge and the Secured Obligations shall not be subject to any Puerto
Rico taxes or fees of any kind (including those levied by any Government Entity). The Transition Charge
shall automatically increase to cover any Puerto Rico taxes or fees imposed that are not permitted under
the Amended Act.
C.
The Puerto Rico UCC shall not apply to the statutory lien, consensual lien and property
rights granted to the Issuer and/or Secured Parties under the Amended Act and Securitization Documents.
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Rico.

D.

The Amended Act shall prevail in the event of a conflict with any other law of Puerto

E.
The Securitization Trust Agreement, other Securitization Documents and the Secured
Obligations shall be governed by and construed in accordance with the laws of the State of New York,
except that the authorization and powers of the PREPA, AAFAF and the Issuer shall be governed by the
laws of Puerto Rico.
F.
Any disputes, legal action, suit, or proceeding arising from or related to the Securitization
Trust Agreement or the Securitization Bonds (i) shall be brought in the Title III court and any appellate
court therefrom or, in the event such court does not have or accept such jurisdiction, in any federal district
court sitting in Puerto Rico and any appellate court therefrom or, in the event such federal district court
does not have or accept jurisdiction, a New York court and any appellate court therefrom and (ii) the
parties shall be deemed to consent to the jurisdiction thereof.
G.
Inclusion of demand protections (and associated provisions on implementation and
application), subject to agreement by parties and as applicable.
Parties.

H.

Inclusion of severability and language conflict provisions acceptable to the Required

I.
The following laws or provisions shall not apply to the Issuer except as agreed to by the
Required Parties: 23
1.
Compliance Act”;

Chapters 4 and 6 of Act 26-2017, as amended, known as the “Fiscal Plan

2.

Act 1-2012, as amended, known as the “Puerto Rico Government Ethics Act of

2011”;

3.
Act 103 of May 25, 2006, as amended, known as the “Act for the Fiscal Reform
of the Government of the Commonwealth of Puerto Rico of 2006;
4.
Act 8-2017, as amended, known as the “Act for the Transformation of the
Government’s Human Resources”;
5.
Act 237-2004, as amended, known as the “Act to Establish Uniform Parameters
for Contracting Professional and Consulting Services by Agencies and Instrumentalities of the Government
of Puerto Rico”;
6.
Act 197-2002, as amended, known as the “Act to Regulate the Transition Process
of the Government of Puerto Rico”;
XXI Century”;

23

7.

Act 78-2011, as amended, known as the “Electoral Code of Puerto Rico for the

Subject to further diligence.
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8.
Act 38-2017, known as the “Uniform Administrative Procedures Act of the
Government of Puerto Rico”;
9.
Plan 3-2011, as amended, known as “General Services Administration
Reorganization Plan”;
Act”;

10.

Act 230 of July 23, 1974, as amended, known as the “Government Accounting

11.
Act 3-2017, known as the “Law to Address the Economic, Fiscal and Budgetary
Crisis and Ensure the Functioning of the Government of Puerto Rico”;
12.

Act 14 of April 17, 1972, as amended;

13.

Act 2-2017;

14.

Act 5-2017;

15.

Act 17-2019, known as the “Puerto Rico Energy Public Policy Act”; and

16.

Section 6.25A of Act 57-2014.
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ANNEX B TO RECOVERY PLAN TERM SHEET:
STRUCTURE 1: CUSTODIAL TRUST
SECTION 1: DEFINITIONS
Capitalized terms used and not otherwise defined herein shall have the meanings given to such
terms in the Definitive RSA. In addition, the following capitalized terms shall have the
following meanings:
Acceleration Price: With respect to an Assured Legacy Bond, an amount equal to the
outstanding principal amount of such bond plus the accrued and unpaid interest thereon.
Assured Acceleration Option: Assured’s right, in accordance with the terms of the Assured
Insurance Policies, to accelerate its payment obligations with respect to all or any portion of the
Assured Legacy Bonds at any time during the term thereof by paying the applicable Acceleration
Price to the holders thereof.
Assured Advancement Option: Either (a) the Assured Acceleration Option or (b) the rights
assigned by PREPA to Assured pursuant to Section 2(b) below to redeem the Assured Legacy
Bonds and any related rights such that such rights may be exercised directly and exclusively by
Assured as if it were PREPA for such purposes, with any amounts due and payable in connection
with such redemption being equal to the lesser of the applicable redemption price and the
applicable Acceleration Price.
Assured Certificate Holder: A beneficial holder of an Assured Certificate.
Assured Certificate Holder Exchange Option: Pursuant to the Assured Trust Agreement, the
right of a holder of Assured Certificates with an aggregate unpaid principal amount that is equal
to the Minimum Threshold or any integral multiple thereof to exchange such Assured
Certificates for its pro rata share of related Assured Trust Assets (other than the related Assured
Legacy Bonds CUSIP and related Assured Insurance Policy) in accordance with the terms and
provisions of Section 2(c) hereof.
Assured Certificate Holder Exchange Option No Exercise Period: With respect to the
exercise of any Assured Certificate Holder Exchange Option, any period specified in the
definitive documentation for the Assured Certificates, as determined by Assured in its sole
discretion to be necessary in order for the issuance of the Assured Certificates to be in
compliance with certain securities law requirements, if any.
Assured Certificates: With respect to each Assured Trust that is formed for the benefit of the
beneficial holders of an Assured Legacy Bonds CUSIP, the certificate(s) or receipt(s) to be
issued by such Assured Trust to beneficial holders of such Assured Legacy Bonds CUSIP that
are deposited into such Assured Trust.
Assured Legacy Bonds Distribution: The distribution, consisting of Securitization Bonds
allocable to the holders of the Assured Legacy Bonds (and any other property as provided in the
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Plan, which, if Assured elects to insure such Securitization Bonds, shall include the applicable
insurance policy insuring such Securitization Bonds), but excluding (A) Securitization Bonds
allocable to holders of Assured Insured Bonds other than Assured Legacy Bonds, (B)
Securitization Bonds allocable to Assured as a beneficial owner of Uninsured Bonds, (C)
Securitization Bonds that Assured is otherwise entitled to receive in accordance with the terms of
the Definitive RSA, or (D) any other consideration that Assured is entitled to receive in
accordance with the terms of the Definitive RSA (including, without limitation, consideration on
account of fees or insurance premiums).
Assured Insurer Event: A default by Assured on its payment obligations under an applicable
Assured Insurance Policy, which default is continuing.
Assured Legacy Bonds: Any Assured Insured Bonds (i) with respect to which Assured does
not exercise the Assured Election and (ii) the beneficial holders of which have not elected
Assured Bondholder Election 1 or Assured Bondholder Election 3.
Assured Legacy Bonds CUSIP: Any maturity of Assured Legacy Bonds that bears a unique
CUSIP such that such maturity of Assured Legacy Bonds is separately identifiable from other
maturities of Assured Legacy Bonds with unique CUSIPs.
Assured Original Scheduled Payment Date: Each date on which scheduled payments are due
in respect of the Assured Legacy Bonds in accordance with the terms of the Assured Insurance
Policies.
Assured Trust: With respect to each Assured Legacy Bonds CUSIP, a separate trust or
custodial arrangement that will be formed, on or prior to the Effective Date, by PREPA, at the
sole cost and expense of Assured, and for the benefit of the beneficial holders of such Assured
Legacy Bonds CUSIP, in accordance with the terms and provisions of Section 2 hereof.
Assured Trust Agreement: The agreement to be entered into by Assured, the Assured Trustee,
and PREPA, as of the Effective Date, and governing the treatment of each Assured Trust.
Assured Trust Assets: With respect to each Assured Trust that is formed for the benefit of the
beneficial holders of an Assured Legacy Bonds CUSIP, (a) such Assured Legacy Bonds CUSIP
(including the related Assured Insurance Policy), (b) the pro-rata share of each asset comprising
the Assured Legacy Bonds Distribution that is allocable to beneficial holders of such Assured
Legacy Bonds CUSIP based on the Acceleration Price of such Assured Legacy Bonds CUSIP as
of the Effective Date and the Acceleration Price of all Assured Legacy Bonds as of the Effective
Date, and (c) any proceeds of any of the foregoing.
Assured Trustee: The trustee or custodian of each Assured Trust established in accordance
with the terms and provisions of Section 2 hereof, which in each case shall be an entity selected
by Assured that is a nationally recognized U.S. domiciled financial institution and fiduciary
regularly acting as trustee in the municipal finance market.
Minimum Threshold: With respect to any Assured Certificates, the lowest principal amount of
such Assured Certificates that would result in the pro rata share of the holder of such principal
amount of Assured Certificates in the Tax-Exempt Securitization Bonds and the Taxable
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Securitization Bonds comprising the Assured Trust Assets being equal to the sum of the
minimum authorizing denomination for each maturity of such Tax-Exempt Securitization Bonds
and Taxable Securitization Bonds.
Secondary Market Assured Legacy Bonds: The Assured Legacy Bonds that are insured
through insurance issued in the secondary market.
Taxable Securitization Bonds: Tranche B Bonds that are issued as taxable bonds.
Tax-Exempt Securitization Bonds: Collectively, (a) Tranche A Bonds, and (b) Tranche B
Bonds that are issued as tax-exempt bonds.
SECTION 2: TERMS OF ASSURED TRUSTS
(a)
General Terms: In the event that (i) Assured declines to exercise the
Assured Election with respect to all Assured Insured Bonds and (ii) any Assured Legacy Bonds
exist as of the Effective Date (i.e., Assured Insured Bonds with respect to which Assured has not
exercised the Assured Election and the beneficial holders of which have not elected Assured
Bondholder Election 1 or Assured Bondholder Election 3), a separate Assured Trust shall be
formed on behalf of, and for the benefit of, beneficial holders of each Assured Legacy Bonds
CUSIP. The Assured Trustee of each Assured Trust shall be an entity selected by Assured that is
a nationally recognized U.S. domiciled financial institution and fiduciary regularly acting as
trustee in the municipal finance market. On behalf of beneficial holders of Assured Insured
Bonds, PREPA shall assist, to the extent reasonably necessary, in the creation of the Assured
Trusts. PREPA shall not have any other obligations with respect to the Assured Trusts or the
Assured Certificates, including, without limitation, with respect to the qualification of the
Assured Certificates as “eligible securities” with the Depositary Trust Company.
On the Effective Date, by electing (or being deemed to have elected) Assured Bondholder
Election 2, each beneficial holder of an Assured Legacy Bonds CUSIP shall be deemed to have
exchanged and deposited into the Assured Trust that is formed for the benefit of beneficial
holders of such Assured Legacy Bonds CUSIP (1) such Assured Legacy Bonds CUSIP and (2)
the Assured Trust Assets allocable to such holder, in exchange for one or more Assured
Certificates issued by such Assured Trust and evidencing a pro-rata beneficial ownership interest
in the related Assured Trust Assets. In furtherance of such Assured Bondholder Election and
solely on behalf of such holders, on the Effective Date, PREPA and the Issuer, as applicable,
shall concurrently with the exchange described in the immediately preceding sentence, deposit
the applicable Assured Trust Assets (other than the Assured Legacy Bonds) into each of the
Assured Trusts. The Assured Trust Assets shall not be property of PREPA or the Issuer, but
shall be held by the Assured Trustee, and the establishment of the Assured Trusts is, solely for
the benefit of the Assured Certificate Holders and Assured (to the extent that Assured is
subrogated to the rights of the holders of the Assured Certificate Holders) in accordance with the
terms of the Assured Trust Agreement. The Assured Certificate Holders shall be the “tax
owners” of the Assured Trust Assets for Federal income tax purposes.
By electing (or being deemed to have elected) Assured Bondholder Election 2, the beneficial
holders of Assured Legacy Bonds shall be deemed to have directed each securities intermediary
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for such Assured Legacy Bonds (including, without limitation, the Depository Trust Company)
to take any action that is necessary to effect the transfer of securities entitlements with respect to
such Assured Legacy Bonds and the related Assured Certificates in its book-entry systems and/or
on its books and records, as applicable, in order to give effect to the provisions of the
immediately preceding paragraph. Each such securities intermediary shall promptly comply with
such deemed direction. Until the Depository Trust Company effects the transfer of securities
entitlements with respect to Assured Legacy Bonds to a securities account designated by the
Assured Trustee and established for the benefit of the respective Assured Trust, the Trustee (or
custodian in the case of Secondary Market Assured Legacy Bonds) shall disburse any payments
received under the respective Assured Insurance Policies directly to the Assured Trustee for the
benefit of the respective Assured Trusts (rather than such payments being made through the
Depository Trust Company), and Assured shall be authorized (but not required) to make any
payments under such Assured Insurance Policies directly to the Assured Trustee for the benefit
of the respective Assured Trusts (rather than such payments being made through the Trustee or
custodian, as applicable, and the Depositary Trust Company).
Except (a) as provided in any contract, instrument or other agreement or document entered into
or delivered in connection with the Plan, (b) for purposes of evidencing a right to distribution
under the Plan, or (c) as specifically provided otherwise in the Plan, on the Effective Date, the
Assured Legacy Bonds and all instruments and documents related thereto shall be automatically
cancelled, terminated and of no further force or effect against PREPA without any further act or
action under any applicable agreement, law, regulation, order or rule, with PREPA and the
Trustee having no continuing obligations or duties and responsibilities thereunder, and the
obligations of the parties to PREPA, as applicable, under the Assured Legacy Bonds and all
instruments and documents related thereto shall be discharged; provided, however, that,
notwithstanding anything contained herein to the contrary, the Assured Legacy Bonds and such
other instruments and documents shall continue in effect solely (i) to allow all distributions as set
forth in the Plan and to perform other necessary administrative or other functions with respect
thereto; (ii) to allow holders of Allowed Claims to receive distributions in accordance with the
terms and provisions of the Plan; (iii) for any trustee, agent, contract administrator or similar
entity under all instruments and documents related thereto, including the Trustee, to perform
necessary functions, including making distributions, in accordance with the Plan and to have the
benefit of all the rights and protections and other provisions of such instruments and documents,
as applicable, and all other related agreements with respect to priority in payment and lien rights
with respect to any distribution; (iv) to set forth the terms and conditions applicable to parties to
such documents and instruments other than PREPA; or (v) as may be necessary to preserve any
claims under the respective Insurance Policies by the applicable holders of Assured Legacy
Bonds that validly elected (or are deemed to have validly elected) to receive Assured
Certificates. Notwithstanding the foregoing, and except as otherwise expressly provided in the
Plan, such bonds or bond documents as remain outstanding shall not form the basis for the
assertion of any Claim against PREPA or the Issuer, as the case may be.
The Assured Certificates shall entitle an Assured Certificate Holder to its pro rata share of value
in any distribution of cash from the respective Assured Trust, which distribution shall (a) in all
cases, occur promptly upon receipt thereof by such Assured Trust and (b) automatically reduce
the obligation outstanding under the respective Assured Insurance Policies as of the date of such
distribution to Assured Certificate Holders in the amount of such distribution, as determined by
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Assured in its sole discretion. On each Assured Original Scheduled Payment Date for any
Assured Legacy Bonds, Assured shall be obligated to pay any remaining amount of the
scheduled payment that is due for payment in accordance with the terms of the respective
Assured Insurance Policy after giving effect to any reduction pursuant to the immediately
preceding sentence. Upon repayment, redemption or other retirement of all Assured Certificates
issued by an Assured Trust (including, without limitation, as a result of the exercise of the
Assured Advancement Option as set forth in Section 2(b) hereof or the satisfaction of all of
Assured’s payment obligations under the respective Assured Insurance Policy), Assured shall be
entitled to receive all remaining Assured Trust Assets of such Assured Trust. At any time on or
after the date of receipt of such Assured Trust Assets, Assured shall have the right to sell all or
any of the Tax-Exempt Securitization Bonds and/or Taxable Securitization Bonds comprising
such Assured Trust Assets.
Each series of Assured Certificates shall bear unique CUSIPs and shall be freely tradable and
transferable through the Depository Trust Company. So long as an Assured Insurer Event is not
occurring under the applicable Assured Insurance Policy, Assured shall be deemed the sole
holder of the Securitization Bonds deposited in the respective Assured Trusts with respect to
voting, amendment, acceleration, events of default and election and direction of rights and
remedies, including, without limitation, in connection with insolvency proceedings. In addition,
Assured shall be fully subrogated to the rights of the respective Assured Certificate Holders in
respect of the Securitization Bonds deposited in the respective Assured Trusts.
(b)
Assured Advancement Option: Assured shall have the right to exercise
the Assured Acceleration Option at any time. In addition, on the Effective Date, PREPA shall
assign to Assured any rights to redeem the Assured Legacy Bonds and any related rights such
that such rights may be exercised directly and exclusively by Assured. Upon the exercise of any
Assured Advancement Option and the payment of the Acceleration Price with respect to any
Assured Legacy Bonds CUSIP, the Assured Trustee shall be required to disburse such
Acceleration Price to the related Assured Certificate Holders as set forth in Section 2(a) above,
and Assured shall become fully subrogated to all of the rights of such Assured Certificate
Holders. Upon the disbursement of such Acceleration Price to the related Assured Certificate
Holders, the related Assured Certificates shall be retired, the related Assured Trust shall be
terminated, and the Assured Trustee shall deliver the related Assured Trust Assets to or at the
direction of Assured. At any time on or after the date of receipt of such Assured Trust Assets,
Assured shall have the right to sell all or certain of the Tax-Exempt Securitization Bonds
constituting part of the Assured Trust Assets for value as tax-exempt bonds and all or certain of
the Taxable Securitization Bonds constituting part of the Assured Trust Assets for value as
taxable bonds.
(c)
Assured Certificate Holder Exchange Option: Pursuant to the Assured
Trust Agreement, a holder of Assured Certificates with an aggregate unpaid principal amount
that is equal to the Minimum Threshold or any integral multiple thereof shall have the right to
exercise the Assured Certificate Holder Exchange Option by exchanging such Assured
Certificates for such holder’s pro rata share of related Assured Trust Assets (other than the
related Assured Legacy Bonds CUSIP and related Assured Insurance Policy). Upon the exercise
of such Assured Certificate Holder Exchange Option, (i) the exchanging holder’s pro rata share
of the Assured Legacy Bonds on deposit in the respective Assured Trust shall be deemed to be
5

no longer outstanding for purposes of the related Assured Insurance Policy and such exchanging
holder shall relinquish its rights under such Assured Insurance Policy, and (ii) the Assured
Trustee shall effect the cancellation of such Assured Certificates. The Assured Trust Agreement
may provide, at Assured’s option, that the Assured Certificate Holder Exchange Option may be
exercised only (i) after the expiration of any Assured Certificate Holder Exchange Option No
Exercise Period and (ii) upon a written notice of such exercise that must be provided prior to the
effective date of such exercise such that the effective date occurs after the lapse of any Assured
Certificate Holder Exchange Option Notice Period. For the avoidance of doubt, each beneficial
holder of Assured Certificates that has not exercised its Assured Certificate Holder Exchange
Option on any day on which such option may be exercised (including the first day on which such
option may be exercised at the time the applicable Assured Trust is created) shall be deemed to
have elected to deposit and hold (or continue to hold) its pro-rata share of the Securitization
Bonds and any other assets comprising the related Assured Trust Assets in the related Assured
Trust until such beneficial holder has validly exercised such option.
(d)
Secondary Market Assured Legacy Bonds: On the Effective Date, each
bond certificate that currently evidences both Secondary Market Assured Legacy Bonds and any
other Bonds bearing the same CUSIP shall be exchanged for two separate bond certificates with
different CUSIPs but otherwise identical terms – one evidencing the Secondary Market Assured
Legacy Bonds and the other evidencing such other Bonds. After giving effect to such exchange,
Secondary Market Assured Legacy Bonds shall have a unique CUSIP. Concurrently with such
exchange, by electing (or being deemed to have elected) Assured Bondholder Election 2, each
beneficial holder of custody receipts evidencing a beneficial ownership interest in the Secondary
Market Assured Legacy Bonds with a unique CUSIP and the respective Assured Insurance
Policy shall be deemed to have deposited such custody receipts into the respective Assured Trust
in exchange for Assured Certificates evidencing a pro-rata beneficial ownership interest in the
related Assured Trust Assets, which shall consist of such custody receipts and the assets
described in clause (b) and (c) of the definition thereof and otherwise shall be subject to the
terms set forth in Section 2 hereof.
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STRUCTURE 2: ESCROW
SECTION 1: DEFINITIONS
Capitalized terms used and not otherwise defined herein shall have the meanings given to such
terms in the Definitive RSA. In addition, the following capitalized terms shall have the
following meanings:
Acceleration Price: With respect to an Assured Legacy Bond, an amount equal to the
outstanding principal amount of such bond plus the accrued and unpaid interest thereon.
Assured Acceleration Option: Assured’s right, in accordance with the terms of the Assured
Insurance Policies, to accelerate its payment obligations with respect to all or any portion of the
Assured Legacy Bonds at any time during the term thereof by paying the applicable Acceleration
Price to the holders thereof.
Assured Advancement Option: Either (a) the Assured Acceleration Option or (b) the rights
assigned by PREPA to Assured pursuant to Section 2 below to redeem the Assured Legacy
Bonds and any related rights such that such rights may be exercised directly and exclusively by
Assured as if it were PREPA for such purposes, with any amounts due and payable in connection
with such redemption being equal to the lesser of the applicable redemption price and the
applicable Acceleration Price.
Assured Escrow Property: Property consisting of (i) Securitization Bonds, (ii) if Assured
elects to insure such Securitization Bonds, the applicable insurance policy insuring such
Securitization Bonds, and (iii) solely at Assured’s option, any other property, allocable with
respect to the Assured Legacy Bonds under the Plan, but excluding (A) Securitization Bonds
allocable to holders of Assured Insured Bonds other than Assured Legacy Bonds, (B)
Securitization Bonds allocable to Assured as a beneficial owner of Uninsured Bonds, (C)
Securitization Bonds that Assured is otherwise entitled to receive in accordance with the terms of
the Definitive RSA, or (D) any other consideration that Assured is entitled to receive in
accordance with the terms of the Definitive RSA (including, without limitation, consideration on
account of fees or insurance premiums).
Assured Insurer Event: A default by Assured on its payment obligations under an applicable
Assured Insurance Policy, which default is continuing.
Assured Legacy Bonds: Any Assured Insured Bonds (i) with respect to which Assured does
not exercise the Assured Election and (ii) the beneficial holders of which have not elected
Assured Bondholder Election 1 or Assured Bondholder Election 3.
Assured Legacy Bonds CUSIP: Any maturity of Assured Legacy Bonds that bears a unique
CUSIP such that such maturity of Assured Legacy Bonds is separately identifiable from other
maturities of Assured Legacy Bonds with unique CUSIPs.
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Assured Original Scheduled Payment Date: Each date on which scheduled payments are due
in respect of the Assured Legacy Bonds in accordance with the terms of the Assured Insurance
Policies.
Escrow Collateralization Ratio: With respect to any date, a ratio obtained by dividing the
value of the Assured Escrow Property as of such date with the Acceleration Price of the
outstanding Assured Legacy Bonds as of such date.
Legal Defeasance: The legal defeasance of the Assured Legacy Bonds in accordance with
Section 2 hereof such that the Assured Legacy Bonds are no longer outstanding other than for the
purposes set forth in Section 2 related to the Assured Insurance Policies.
Secondary Market Assured Legacy Bonds: The Assured Legacy Bonds that are insured
through insurance issued in the secondary market.
SECTION 2: TERMS OF ASSURED ESCROW AGREEMENT
(a)
General Terms: In the event that (i) Assured does not exercise the
Assured Election with respect to all Assured Insured Bonds and (ii) as of the Effective Date,
there are Assured Legacy Bonds (i.e., Assured Insured Bonds with respect to which Assured has
not exercised the Assured Election and the beneficial holders of which have not elected Assured
Bondholder Election 1 or Assured Bondholder Election 3), PREPA, Assured, and [], as escrow
agent (the “Escrow Agent”), shall enter into an escrow agreement (the “Escrow Agreement”) on
the Effective Date. Pursuant to the Escrow Agreement, and except as otherwise provided in
Section 2(b) below, (1) Assured shall agree to the Legal Defeasance of all of the Assured Legacy
Bonds, and that Assured’s sole recourse in respect of its subrogation rights is to the Assured
Escrow Property, and (2) in consideration for the Legal Defeasance, PREPA shall concurrently
deliver the Assured Escrow Property to or at the direction of Assured. Assured shall agree to the
Legal Defeasance as the “sole owner” of the Assured Legacy Bonds for purposes of exercising
rights and remedies under the Assured Legacy Bonds, and necessary amendments to the Trust
Agreement shall be made in order to effectuate the Legal Defeasance.
At the direction of Assured, PREPA shall deliver the Assured Escrow Property to the Escrow
Agent as security for Assured’s obligations under the Assured Insurance Policies to the holders
of the Assured Legacy Bonds. The Assured Escrow Property and any proceeds thereof shall not
be property of PREPA or the Issuer, but shall be held by the Escrow Agent in an irrevocable trust
solely for the benefit of Assured and the holders of the Assured Legacy Bonds in accordance
with the terms of the Escrow Agreement. Assured shall be the “tax owner” of the Assured
Escrow Property, and the Escrow Agreement shall constitute a “security device” with respect to
Assured’s obligations under the Assured Insurance Policies for Federal income tax purposes.
On each Assured Original Scheduled Payment Date, Assured shall be obligated to pay the full
amount of the scheduled payment due in accordance with the terms of the Assured Insurance
Policies. Pursuant to the Escrow Agreement, and except as otherwise provided in Section 2(b)
below, on or after each Assured Original Scheduled Payment Date, the Escrow Agent shall apply
any cash proceeds of the Assured Escrow Property that are available on such date to pay Assured
an amount up to the amount of any scheduled payment that Assured made under the Assured
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Insurance Policies and any accrued interest thereon. If Assured fails to make any scheduled
payment under the Assured Insurance Policies on an Assured Original Scheduled Payment Date,
then on the business day immediately following such Assured Original Scheduled Payment Date
the Escrow Agent shall apply any cash proceeds of the Assured Escrow Property that are
available on such date to pay such scheduled payment to the holders of the Assured Legacy
Bonds. Upon the exercise of the Assured Advancement Option, the Assured Escrow Property
and any cash proceeds thereof shall be liquidated and/or applied as described in the second
succeeding paragraph below. On any date on which cash proceeds of Assured Escrow Property
are available to the Escrow Agent and are not required to be applied in accordance with the
foregoing, such cash proceeds shall be invested by the Escrow Agent in investments selected by
Assured that mature on or prior to the next Assured Original Scheduled Payment Date.
PREPA, Assured and the Escrow Agent shall enter into a single Escrow Agreement with respect
to all of the Assured Legacy Bonds, and all of the Assured Escrow Property shall be deposited
into a single escrow account (the “Escrow Account”) that is maintained by the Escrow Agent
under the Escrow Agreement. On each date on which the Assured Escrow Property generates
any cash proceeds, such cash proceeds shall be (i) used with respect to payments for any Assured
Legacy Bonds as directed by Assured and/or (ii) invested by the Escrow Agent in investments
selected by Assured, which may mature after certain Assured Original Scheduled Payment Dates
such that those investments are not available for payments due on such Assured Original
Scheduled Payment Dates. For the avoidance of doubt, Assured shall have the right to direct the
application or investment of the cash proceeds of the Assured Escrow Property in accordance
with the immediately preceding sentence even if such application or investment results in certain
Assured Legacy Bonds (i) having an Escrow Collateralization Ratio that is lower than what such
Escrow Collateralization Ratio would have been in the absence of such application or
investment, or (ii) no longer being secured by any remaining Assured Escrow Property.
Assured shall have the right to exercise the Assured Acceleration Option at any time with respect
to all or any of the Assured Legacy Bonds. In addition, PREPA shall assign to Assured any
rights to redeem the Assured Legacy Bonds and any related rights such that such rights may be
exercised directly and exclusively by Assured as if it were PREPA for such purpose, and any
amounts due in connection with such redemption shall be equal to the lesser of the applicable
redemption price and the Acceleration Price. Assured shall have the right (but no obligation) to
exercise the Assured Advancement Option at any time with respect to all or any of the Assured
Legacy Bonds. In connection with the exercise of the Assured Advancement Option with
respect to any Assured Legacy Bonds, Assured shall (i) have the right to direct the Escrow Agent
to (A) liquidate all or any portion of the Assured Escrow Property in accordance with Assured’s
instructions and (B) apply all or any portion of the cash proceeds of the Assured Escrow Property
to pay the Acceleration Price of such Assured Legacy Bonds, and/or (ii) be required to pay to the
holders of such Assured Legacy Bonds the difference between the Acceleration Price and the
cash proceeds applied in accordance with (i)(B) hereof. For the avoidance of doubt, Assured
shall have the right to direct such liquidation of all or any portion of Assured Escrow Property
and/or the application of cash proceeds thereof in accordance with the immediately preceding
sentence irrespective of whether such liquidation and/or application results in any Assured
Legacy Bonds in respect of which such Assured Advancement Option is not exercised (i) having
an Escrow Collateralization Ratio that is lower than what such Escrow Collateralization Ratio
would have been in the absence of such liquidation and/or application or (ii) no longer being
9

secured by any remaining Assured Escrow Property. Except as otherwise provided in Section
2(b) below, upon the exercise of the Assured Advancement Option with respect to all of the
Assured Legacy Bonds, the Escrow Agent shall deliver any remaining Assured Escrow Property
and any remaining cash proceeds of the Assured Escrow Property to or at the direction of
Assured. At any time on or after the date of receipt of such Assured Escrow Property, Assured
shall have the right to sell all or certain of the Securitization Bonds constituting part of the
Assured Escrow Property for value as taxable bonds.
(b)
Secondary Market Assured Legacy Bonds: On the Effective Date, each
bond certificate that currently evidences both Secondary Market Assured Legacy Bonds and any
other Bonds bearing the same CUSIP shall be exchanged for two separate bond certificates with
different CUSIPs but otherwise identical terms – one evidencing the Secondary Market Assured
Legacy Bonds and the other evidencing such other Bonds.
The Escrow Agent shall transfer cash proceeds of the Assured Escrow Property to Assured as
described in Section 2(a) above based on a certification to be provided by Assured to the Escrow
Agent with respect to any payment made by Assured in respect of a Secondary Market Assured
Legacy Bond.
If Assured exercises the Assured Advancement Option with respect to Secondary Market
Assured Legacy Bonds, the related payment shall be made by Assured to the custodian for the
custody receipts in accordance with the terms of the related Assured Insurance Policy, and such
custodian shall disburse such payment to the holders of such custody receipts on a pro-rata basis
in accordance with the terms of the custody receipts documentation. Upon such payment by
Assured, the related custodian shall transfer such Secondary Market Assured Legacy Bonds to
Assured in accordance with the terms of the related Assured Insurance Policy and custody
receipts documentation. Upon the transfer of such Secondary Market Assured Legacy Bonds by
Assured to the Escrow Agent, the Escrow Agent shall deliver (i) the Assured Escrow Property
and any cash proceeds thereof to or at the direction of Assured and (ii) such Secondary Market
Assured Legacy Bonds to PREPA for cancellation.
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Annex A To Definitive RSA
Ad Hoc Group Members
AG MM, L.P.
AG CAPITAL RECOVERY PARTNERS VIII, L.P.
AG CORPORATE CREDIT OPPORTUNITIES FUND, L.P.
NUTMEG PARTNERS, L.P.
AG CENTRE STREET PARTNERSHIP, L.P.
AG SUPER FUND MASTER, L.P.
BLUEMOUNTAIN GUADALUPE PEAK FUND L.P.
BLUEMOUNTAIN FOINAVEN MASTER FUND L.P.
BLUEMOUNTAIN CREDIT OPPORTUNITIES MASTER FUND I L.P.
BLUEMOUNTAIN KICKING HORSE FUND L.P.
BLUEMOUNTAIN FURSAN FUND L.P.
BLUEMOUNTAIN TIMBERLINE LTD.
BLUEMOUNTAIN CREDIT ALTERNATIVES MASTER FUND L.P.
BLUEMOUNTAIN MONTENVERS MASTER FUND SCA SICAV-SIF
BLUEMOUNTAIN LOGAN OPPORTUNITIES MASTER FUND L.P.
BLUEMOUNTAIN SUMMIT TRADING L.P.
CENTERBRIDGE CREDIT PARTNERS MASTER, L.P.
CENTERBRIDGE SPECIAL CREDIT PARTNERS II, L.P.
CENTERBRIDGE SPECIAL CREDIT PARTNERS III, L.P.
CALIFORNIA INTERMEDIATE TERM TAX FREE INCOME FUND
CALIFORNIA HIGH YIELD MUNICIPAL BOND FUND
TENNEESEE MUNICIPAL BOND FUND

CALIFORNIA TAX FREE INCOME FUND
NEW YORK TAX FREE INCOME FUND
FEDERAL TAX FREE INCOME FUND
COLORADO TAX FREE INCOME FUND
GEORGIA TAX FREE INCOME FUND
PENNSYLVANIA TAX FREE INCOME FUND
HIGH YIELD TAX FREE INCOME FUND
MISSOURI TAX FREE INCOME FUND
OREGON TAX FREE INCOME FUND
VIRGINIA TAX FREE INCOME FUND
FLORIDA TAX FREE INCOME FUND
LOUISIANA TAX FREE INCOME FUND
MARYLAND TAX FREE INCOME FUND
NORTH CAROLINA TAX FREE INCOME FUND
NEW JERSEY TAX FREE INCOME FUND
FRANKLIN STRATEGIC INCOME FUND - CANADA
FTIF-FRANKLIN STRATEGIC INCOME FUND
FSS-FRANKLIN STRATEGIC INCOME FUND
FTVIP-FRANKLIN STRATEGIC INCOME VIP FUND
FIST -FRANKLIN TOTAL RETURN FUND
GOLDENTREE ASSET MANAGEMENT LP
KNIGHTHEAD (NY) FUND, L.P.
KNIGHTHEAD ANNUITY & LIFE ASSURANCE COMPANY
KNIGHTHEAD MASTER FUND, L.P.
AUSTRALIANSUPER, BY AUSTRALIANSUPER PTY LTD, AS TRUSTEE
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BSF MULTI-MANAGER ALTERNATIVES STRATEGIES FUND
MARATHON BLUE GRASS CREDIT FUND LP
MARATHON CENTRE STREET PARTNERSHIP, L.P.
MARATHON CREDIT DISLOCATION FUND, LP
MARATHON CURRITUCK FUND, LP – SERIES C
MARATHON CURRITUCK FUND, LP – SERIES D
MARATHON LES GRANDES JORASSES MASTER FUND SCA SICAV-SIF
MARATHON SPECIAL OPPORTUNITY MASTER FUND, LTD
MARATHON STRATEGIC OPPORTUNITIES PROGRAM, LP
TRS CREDIT FUND LP
OPPENHEIMER ROCHESTER AMT –FREE MUNICIPAL FUND
OPPENHEIMER ROCHESTER AMT –FREE NEW YORK MUNICIPAL FUND
OPPENHEIMER ROCHESTER CALIFORNIA MUNICIPAL FUND
OPPENHEIMER ROCHESTER LIMITED TERM CALIFORNIA MUNICIPAL FUND
OPPENHEIMER ROCHESTER SHORT DURATION HIGH YIELD MUNICIPAL FUND (A
SERIES OF OPPENHEIMER MUNICIPAL FUND)
OPPENHEIMER ROCHESTER LIMITED TERM NEW YORK MUNICIPAL FUND (A
SERIES OF ROCHESTER PORTFOLIO SERIES)
OPPENHEIMER ROCHESTER NEW JERSEY MUNICIPAL FUND (A SERIES OF
OPPENHEIMER MULTI-STATE MUNICIPAL TRUST)
OPPENHEIMER ROCHESTER PENNSYLVANIA MUNICIPAL FUND (A SERIES OF
OPPENHEIMER MULTI-STATE MUNICIPAL TRUST)
OPPENHEIMER ROCHESTER HIGH YIELD MUNICIPAL FUND (A SERIES OF
OPPENHEIMER MULTI-STATE MUNICIPAL TRUST)
OPPENHEIMER ROCHESTER FUND MUNICIPALS
MASSMUTUAL INTERNATIONAL HOLDINGS MSC, INC.
MASSMUTUAL UNIFIED TRADITIONAL
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SILVER POINT CAPITAL FUND, L.P.
SILVER POINT CAPITAL OFFSHORE MASTER FUND, L.P.
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Ad Hoc Group Waiver and Support Fee Allocation

Client
Angelo Gordon
BlueMountain
Centerbridge
Franklin
GoldenTree
Knighthead
Marathon
Oppenheimer
Silver Point
Total

Allocated Share

