




18.	 NO-COMMITMENT DEBT AND PROGRAMS SPONSORED BY THE HOUSING FINANCE 
AUTHORITY 

The Public Finance Corporation has issued approximately $5.9 billion of Commonwealth appropriation 
bonds (the "Bonds") maturing at various dates through 2032. The proceeds of the Bonds, except for 
approximately $1.7 billion, were used to provide the necessary funds to purchase from the Bank separate 
promissory notes of the Department of the Treasury of the Commonwealth, and certain of its 
instrumentalities and public corporations (the "Promissory Notes"). The $1.7 billion referred to above 
were used to refund a portion of certain bonds issued by the Public Finance Corporation (also no­
commitment debt) between fiscal years 1995 and 2005. The outstanding balance of the Bonds at 
June 30, 2009 amounted to approximately $1.6 billion. 

The Bonds are limited obligations of the Public Finance Corporation and, except to the extent payable 
from bond proceeds and investment earnings thereon, will be payable solely from a pledge and 
assignment of amounts due under the Promissory Notes. Principal and interest on the Promissory Notes 
are payable solely from legislative appropriations to be made pursuant to acts approved by the 
Legislature of the Commonwealth. These acts provide that the Commonwealth shall honor the payment 
of principal and interest on the Promissory Notes, and that the Director of the OMB shall include in the 
budget of the Commonwealth submitted to the Legislature the amounts necessary to pay the principal 
and interest on the Notes. The underlying Promissory Notes represent debt of the issuing 
instrumentalities (all part of the Commonwealth or its component units), and, for purposes of the Public 
Finance Corporation, the Bonds are considered no-commitment debt. Neither the Bonds nor the Notes 
purchased with the proceeds therefrom are presented in the accompanying basic financial statements. 

During fiscal years 2008 and 2009, the Sales Tax Corporation issued several bonds whose net proceeds 
were used, among other, for the payment and retirement of a portion of the extra-constitutional debt 
owed to the Bank and to the Public Finance Corporation. In total, the outstanding balance of the Bonds 
has been reduced by approximately $2.4 billion. 

Certain bonds of the Housing Finance Authority are considered no-commitment debt as more fully 
described in Note 2. At June 30, 2009, there were restricted assets held in trust by others, outstanding 
obligations, fund balances, and excess of fund expenses over revenues, net of transfers (all of which are 
excluded from the accompanying basic financial statements), as indicated below (unaudited): 

Restricted assets	 $9,222,065 
Restricted liabilities (no-commitment debt)	 8,013,477 

Restricted fund balance	 $1,208,588 

Excess of fund expenses over revenues	 $ 160,346 

In December 2003, the Housing Finance Authority issued $663 million in Capital Fund Program Bonds 
Series 2003 to lend the proceeds thereof to the Public Housing Administration (PHA), a governmental 
instrumentality of the Commonwealth. PHA utilized such funds for improvements to various public 
housing projects in the Commonwealth. The Capital Fund Program Bonds Series 2003 are limited 
obligations of the Housing Finance Authority, which will be paid solely from an annual allocation of 
public housing capital funds when received from the U.S. Department of Housing and Urban 
Development and other funds available under the bonds indenture. Accordingly, these bonds are 
considered no-commitment debt and are not presented in the accompanying basic financial statements. 
The outstanding balance of these bonds amounted to $572 million at June 30, 2009. 
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On August 1,2008, the Housing Finance Authority issued the Capital Fund Modernization Program 
Subordinate Bonds amounting to $384,475,000 and the Housing Revenue Bonds amounting to 
$100,000,000. The proceeds from the issuance were mainly used to finance a loan to a limited liability 
company (the "LLC") and pay the costs of issuance. The $384,475,000 bonds are limited obligations of 
the Authority, payable primarily by a pledge and assignment of federal housing assistance payments 
made available by the U.S. Department of Housing and Urban Development, with an outstanding 
balance of $368,620,000 at June 30, 2009. The $100,000,000 bonds are also limited obligations of the 
Housing Finance Authority, payable from amounts deposited in escrow accounts with a trustee and the 
proceeds of a loan to be made by the Housing Finance Authority to the LLC using moneys received as a 
grant from the Department of Housing of Puerto Rico. Payment of principal, of the Housing Revenue 
Bonds is also secured by an irrevocable standby letter of credit issued by the Bank. These bonds are 
considered no-commitment debt and, accordingly, are excluded, along with the related assets held in 
trust, from the Housing Finance Authority's financial statements. 

In addition, the Housing Finance Authority, as a public agency is authorized to administer the U.S. 
Housing Act Section 8 Programs in Puerto Rico. The revenues and expenses of such federal financial 
assistance are accounted for as a major governmental fund under HUD Programs. Revenues and 
expenditures related to the administration of the U.S. Housing Act Section 8 Programs amounted to 
$118,532,083 for the year ended June 30, 2009. This amount includes $4,303,112 of administrative fees 
for services performed as contract administrator, which are reimbursed by the U.S. Department of 
Housing and Urban Development. 

19. CONTRIBUTION FROM PUERTO RICO INFRASTRUCTURE FINANCE AUTHORITY 

On January 14,2009, the Legislature of the Commonwealth enacted Act No.3 to, among other, 
authorize the Puerto Rico Infrastructure Financing Authority to sell securities deposited at a corpus 
account, the proceeds of which would be used, among other, to make a contribution to the Bank. 
Approximately, $154.2 million were contributed by the Puerto Rico Infrastructure Financing Authority 
to the Bank during fiscal year 2009. 

20. ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS 

For a significant portion of the Bank's financial instruments (principally loans and deposits) fair values 
are not readily available since there are no available trading markets. Accordingly, fair values can only 
be derived or estimated using valuation techniques, such as present-valuing estimated future cash flows 
using discount rates, which reflect the risk involved, and other related factors. Minor ch!lnges in 
assumptions or estimation methodologies may have a material effect on the results derived therefrom. 

The fair values reflected below are indicative of the interest rate environment as of June 30, 2009, and 
do not take into consideration the effects of interest rate fluctuations. In different interest rate scenarios, 
fair value results can differ significantly. Furthermore, actual prepayments may vary significantly from 
those estimated resulting in materially different fair values. 

The difference between the carrying value and the estimated fair value may not be realized, since, in 
many of the cases, the Bank intends to hold the financial instruments until maturity, or because the 
financial instruments are restricted. Comparability of fair values among financial institutions is not 
likely, due to the wide range of permitted valuation techniques and numerous estimates that must be 
made in the absence of secondary market prices. 

- 68­



The following methods and assumptions were used by the Bank in estimating fair values of the financial 
instruments for which it is practicable to estimate such values: 

•	 Short-term financial instruments, such as cash and due from banks, federal funds sold, deposits 
placed with banks, certificates of deposit, repurchase agreements, and accrued interest receivable 
and payable have been valued at the carrying amounts reflected in the statement of net assets, as 
these are reasonable estimates of fair value given the relatively short period of time between 
origination of the instruments and their expected realization. 

•	 Financial instruments that are primarily traded in secondary markets, such as most investments, 
were valued using either quoted market prices or quotations received from independent 
brokers/dealers. 

•	 Financial instruments that are not generally traded, such as long-term deposits placed with banks, 
investment contracts, certificates of deposit, repurchase agreements, certificates of indebtedness, and 
bonds and notes issued with fixed interest rates, were fair valued using the present values of 
estimated future cash flows at the appropriate discount rates. Bonds and other borrowings issued 
with interest rates floating within certain ranges were fair valued at their outstanding principal 
balance. The fair value of liabilities with no defined maturities, such as demand deposits, was 
reported as the amounts payable upon demand. 

•	 Loans to the public sector were valued according to the type of contractual interest rate. Loans to the 
public sector with interest rates floating within certain ranges were fair valued at their outstanding 
principal balance. Loans to the public sector with fixed interest rates were fair valued assuming that 
such loans were packaged and sold in the secondary market. The discount rates utilized were based 
on the rating of the Commonwealth and the market where the instruments would be sold. For 
delinquent public sector loans, the fair value was assumed to be equal to the carrying value, as 
historically the Bank has collected such amounts. 

•	 Loans, participation agreement payable, and commitments to extend credit, financial guarantees and 
standby letters of credit to the private sector are mostly industrial development, tourism 
development, and low-cost housing development projects. For these types of loans and 
commitments, there is no secondary market, and the actual future cash flows may vary significantly 
as compared to the cash flows projected under the agreements, due to the degree of risk. 
Accordingly, management has opted not to disclose the fair value of these financial instruments, as 
such information may not be estimated with reasonable precision. 

•	 Disclosure of the fair value of commitments to extend credit, standby letters of credit, and financial 
guarantees relating to instrumentalities of the Commonwealth is omitted, as these arrangements are 
with component units of the Commonwealth. 
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The following table presents the carrying amounts and estimated fair values of the Bank's financial 
instruments at June 30, 2009: 

Financial assets: 
Cash and due from banks 
Federal funds sold 
Deposits placed with banks 

Investments and investment contracts 
Loans receivable to public sector 
Accrued interest receivable and other receivables 

Financial liabilities: 
Demand deposits 
Certificates of deposit 
Certificates of indebtedness 
Securities sold under agreements to repurchase 

Accounts payable and accrued liabilities 
Accrued interest payable 
Bonds, notes and participation agreement payable 

Reported Fair 
Amount Value 

(In millions) 

$ 26 $ 26 
1,364 1,364 
1,113 1,113 

4,374 4,299 
6,228 6,208 

127 127 

3,187 3,187 
4,367 4,368 

12 12 
859 830 

63 63 
25 25 

3,063 3,081 
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21. INTERFUND BALANCES AND TRANSFERS 

The following table is a summary of the interfund balances as of June 30, 2009 between governmental 
funds and enterprise funds: 

Receivable by 

Governmental fund: 
New Secure Housing Program 

HUD Programs 

Other nonmajor funds 
(AHMSP Act No. 124) 

Other nonmajor funds 
(AHMSP Act No. 124) 

Other nonmajor funds 
(AHMSP Act No. 124) 

AHMSP-Stage 8 

Other nonmajor funds (Special 
Obligation Refunding 
Bonds-Debt Service) 

Other nonmajor funds (Special 
Obligation Refunding 
Bonds-Debt Service) 

The Key for your Home Program 

Subtotal and balance carried forward 

Payable by 

Enterprise fund: 
GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Purpose 

Demand deposits and 
accrued interest 

Demand deposits and 
accrued interest 

Investment agreements 
and accrued interest 

Certificates of deposit 
and accrued interest 

Demand deposits and 
accrued interest 

Investment agreements 
and accrued interest 

Certificates of deposit 

and accrued interest 

Demand deposits and 

accrued interest 

Demand deposits and 
accrued interest 

Amount 

$ 25,446 

784,351 

590,218 

14,140,236 

18,328 

14,008,526 

4,359,728 

54,965 

60,343 

$ 34,042,141 

(Continued) 
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Receivable by 

Balance brought forward 

Governmental fund: 
New Secure Housing Program 

Other Nonmajor Funds 
(Special Obligation Refunding 
Refunding Bonds-Debt 
Service) 

The Key for Your Home
 
Program
 

Subtotal 

Total 

Enterprise fund: 
GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Housing Finance Authority 

Housing Finance Authority 

Housing Finance Authority 

Total 

Total internal balances - net 

Payable by 

Enterprise fund: 
Housing Finance Authority 

Housing Finance Authority 

Housing Finance Authority 

Governmental fund: 
New Secure Housing 

Program 

AHMSP-Stage 7 

Other nonmajor funds 
(AHMSP-Stage 10) 

AHMSP-Stage 9 

AHMSP- Stage 7 

New Secure Housing 
Program 

HUD Programs 

Purpose Amount 

$ 34,042,141 

Reimbursement of 
expenditures 36,883 

Reimbursement of 
loan originations 

2,383,696 

Advances 591,748 

3,012,327 

37,054,468 

Loans payable and 
accrued interest (43,515,774) 

Loan payable and 
accrued interest (52,404,062) 

Loans payable and 
accrued interest (13,580,319) 

Loans payable and 
accrued interest (340,458) 

Reimbursement of 
expenditures (5,263,768) 

Reimbursement of 
expenditures (6,158,129) 

Reimbursement of 

expenditures (1,013,195) 

(122,275,705) 

$ (85,221,237) 

(Continued) 
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Purpose Amount 

Advances $ 13,164,714 

Reimbursement of 
expenditures 31,769 

$ 13,196,483 

Demand deposits and 
accrued interest $ 7,273,044 

Demand deposits and 
accrued interest 36,669,677 

Demand deposits and 
accrued interest 11,449,848 

Demand deposits and 
accrued interest 1,359,399 

Demand deposits and 
accrued interest 2,376,527 

Demand deposits and 
accrued interest 18,508 

Certificates of deposit 
and accrued interest 458,077,778 

Certificates of deposit 
and accrued interest 92,169,590 

Guaranteed investment 
contracts and accrued 
interest 170,396,583 

Bonds payable 139,458,876 

Loans receivable and 
accrued interest 246,586,657 

Loans receivable and 
accrued interest 105,063,938 

Loan receivable and 
accrued interest 1,614,713 

$ 1,272,515,138 

(Concluded) 

Receivable by 

Governmental fund: 
Other nonmajor funds 

(Special Obligation 
Refunding Bonds-Debt 
Service) 

AHMSP- Stage 8 

Payable by 

Governmental fund: 
AHMSP - Stage 7 

Other nonmajor funds 
(AHMSP-Mortgage-Backed 
Certificates 2006) 

Enterprise funds: 
Housing Finance Authority 

Development Fund 

Tourism Development Fund 

Public Finance Corporation 

Other Nonmajor (Education 
Assistance Corporation) 

Other Nonmajor (JMB 
Institute) 

Housing Finance Authority 

Tourism Development Fund 

Housing Finance Authority 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Total balance among enterprise funds eliminated 

Total balance among governmental funds eliminated 

Enterprise funds: 
GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Housing Finance Authority 

Tourism Development Fund 

Public Finance Corporation 

Housing Finance Authority 
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The following table is a summary of interfund transfers for the year ended June 30, 2009: 

Transfer Out Transfer In Transfer for Amount 

Governmental Funds: Governmental Funds: 
Other Nonmajor Funds Other nonmajor funds I Release of excess funds $10,957,500 

(AHMSP-Stage 10) 

Enterprise Funds: Governmental Funds: 
Housing Finance Authority Other Nonmajor Funds Subsidy payments 2,110,392 

(AHMSP Mortgage 
Backed Certificates) 

Governmental Funds: Enterprise Funds: 
AHMSP Stage 9 Housing Finance Authority Debt services payments 519,866 

Other Nonmajor Funds 
(AHMSP-Stage 10) Housing Finance Authority Debt services payments 498,669 

Other Nonmajor Funds Housing Finance Authority Debt services payments 7,700,867 
(AHMSP- Stage 10) 

Enterprise Funds: Enterprise Funds: 
GDB Operating Fund Other Nonmajor Funds Contribution 100,000 

(J.M.B. Institute) 

22. FUND BALANCE DEFICIT 

The following governmental funds reflect a deficit at June 30, 2009: AHMSP Stage 7, AHMSP Stage 10, 
and New Secure Housing Program for the amount of $50.2 million, $7.5 million and $55.3 million, 
respectively. The deficit of the AHMSP Stage 7 and AHMSP Stage 10 is due to the amounts borrowed by 
the Housing Finance Authority from the Bank that were used to provide housing subsidies. The deficit of 
the New Secure Housing Program is due to FEMA discontinued reimbursement of the Authority's 
allowable costs. The Housing Finance Authority expects to cover these deficits through contributions 
from the Commonwealth and through the liquidation and transfer of net assets of the Special Obligations 
Returning Bonds - Debt Service fund (see Note 23). 

23. SUBSEQUENT EVENTS 

On August 21, 2009, the Board of Directors of the Housing Finance Authority authorized to liquidate the 
Special Obligations Refunding Bonds - Debt Service fund and transfer its net assets to the AHMSP Stage 
7 fund. The Authority will use the proceeds to partially repay the amounts due to the Bank. 

****** 
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437 Madison Avenue 

New York, New York 10022-7001 
(212) 940-3000 

Fax: (212) 940-3111 

        December    , 2009 

Government Development Bank for Puerto Rico 
San Juan, Puerto Rico 
 
 
Ladies and Gentlemen: 
 

We have examined a record of proceedings relating to the conversion by 
Government Development Bank for Puerto Rico (the “Government Bank”), a public corporation 
and governmental instrumentality of the Commonwealth of Puerto Rico (the “Commonwealth”) 
created pursuant to Act No. 17 of the Legislature of Puerto Rico, approved September 23, 1948, 
as amended (the “Enabling Act”), of the interest rate on its $267,000,000 aggregate principal 
amount of Adjustable Refunding Bonds, Series 1985 (the “Bonds”).  We have also examined 
Act No. 12 of the Legislature of Puerto Rico, approved May 9, 1975, as amended (the “Guaranty 
Act”), providing for the guaranty by the Commonwealth of the payment of the principal of and 
interest on a principal amount of bonds outstanding at any one time of the Bank, not exceeding 
$550,000,000, specified by the Bank to be covered by such guaranty, to the extent that the 
revenues and other moneys of the Bank pledged to the payment of such principal and interest are 
not sufficient for that purpose. 

 
The Bonds were issued under and secured pursuant to that certain Trust 

Agreement, dated as of December 1, 1985, by and between the Bank and The Bank of New York 
Mellon, as successor trustee, as supplemented (the “Trust Agreement”) and by Resolution 
No. 5216, adopted by the Bank on December 12, 1985 (“Resolution No. 5216”).  The interest 
rate on the Bonds is being converted from a Variable Rate to a Fixed Rate of Interest pursuant to 
Resolution EC-2009-22 adopted by the Bank on December 23, 2009 (“Resolution EC-2009-22” 
and together with the Trust Agreement and Resolution No. 5216, the “Resolution”) fixing the 
terms of the Bonds.  Capitalized terms used herein and not otherwise defined shall have the 
meanings ascribed thereto in the Resolution.   

 
The Bonds are dated, mature, are payable and bear interest in the manner and 

upon the terms set forth in the Resolution.  The Bonds are issuable in the form of fully registered 
bonds in denominations of $50,000 each or any integral multiple thereof and will be initially 
registered in the name of Cede & Co., as registered owner and nominee for The Depository Trust 
Company, New York, New York, which will act as securities depository for the Bonds. 

 
As Bond Counsel we have examined (i) the Enabling Act, (ii) the Guaranty Act, 

(iii) certified copies of the proceedings of the Bank authorizing the issuance of the Bonds (iv) the 



Resolution and (v) one Bond, as executed and authenticated.  We have also examined originals 
or copies, certified or otherwise identified to our satisfaction, of such instruments, certificates 
and documents as we have deemed necessary or appropriate for the purposes of rendering the 
opinions set forth below.   

 
In such examinations, we have assumed the genuineness of all signatures, the 

authenticity of all documents tendered to us as originals and the conformity to original 
documents of all documents submitted to us as certified or photostatic copies.  As to questions of 
fact material to our opinion we have relied upon the certified proceedings and other certifications 
of public officials furnished to us without undertaking to verify the same by independent 
investigation. 

1. The proceedings of the Bank in connection with the authorizing, issuance 
and sale of the Bonds has been validly and legally taken. 

2. The Bank has properly specified the Bonds to be covered by the guaranty 
of the Commonwealth under the Guaranty Act. 

3. The Enabling Act and such proceedings show lawful authority of the 
issuance and sale of the Bonds by the Bank.   

4. The good faith and credit of the Commonwealth are pledged for the 
payment of any amounts required to be paid by the Commonwealth pursuant to said guaranty. 

5. As authorized by the Enabling Act and by said proceedings, Resolution 
No. 5216 and Resolution EC-2009-22 have each been duly adopted by the Bank. 

6. The Bonds have been duly authorized, executed and delivered by the Bank 
and constitute legal, valid, binding and enforceable obligations of the Bank payable from and 
secured under the Trust Agreement, and are entitled to the benefit and security of the Resolution.   

7. The change in interest rate applicable to the Bonds from Variable Rate to a 
Fixed Rate of Interest will not adversely affect the exclusion of interest on the Bonds from gross 
income for federal income tax purposes.  

8. The Bonds may be offered at prices below their principal amounts 
(“Discount Bonds”).  In such event, Bond Counsel is further of the opinion that the difference 
between the principal amount of such Bonds and the initial offering price to the public 
(excluding bond houses, brokers or similar persons or organizations acting in the capacity of 
underwriters or wholesalers) at which price a substantial amount of such Discount Bonds of the 
same maturity was sold constitutes original issue discount which is excluded from gross income 
for federal income tax purposes to the same extent as interest on the Bonds.  Further, such 
original issue discount accrues actuarially on a constant interest rate basis over the term of each 
Discount Bond and the basis of each Discount Bond acquired at such initial offering price by an 
initial purchaser thereof will be increased by the amount of such accrued original issue discount.  
The accrual of original issue discount may be taken into account as an increase in the amount of 
tax-exempt income for purposes of determining various other tax consequences of owning the 
Discount Bonds, even though there will not be a corresponding cash payment.  Owners 



of Discount Bonds are advised that they should consult with their own advisors with respect to 
the state and local tax consequences of owning such Discount Bonds. 

 
Except as stated in the preceding two paragraphs, we express no opinion as to any 

other Federal, Commonwealth or state tax consequences of the ownership or disposition of the 
Bonds.  Furthermore, we express no opinion as to any Federal, Commonwealth, state or local tax 
law consequences with respect to the Bonds, or the interest thereon, if any action is taken with 
respect to the Bonds or the proceeds thereof upon the advice or approval of other bond counsel. 

It is to be understood that the rights of the holders of the Bonds and the 
enforceability thereof may be subject to bankruptcy, insolvency, reorganization, moratorium and 
other similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent 
constitutionally applicable and that their enforcement may also be subject to the exercise of 
judicial discretion in appropriate cases. 

 
Respectfully submitted,  

 



FINANCIAL GUARANTY INSURANCE POLICY

MBIA Insurance Corporation
Armonk, New York 10504

Policy No, 25149(1)

MBIA Insurance Coqmmfion (the "Insurer"), in consideration of the pa}rnent of the premium and subject to the terms of this policy, hereby
unconditionally and irrevocably guarantees to any owner, as hereinalYr defined, of the following described obligations, the full and complete payment
requiredtobemadebyoronbehalfofthe[ssuexto State Street Bank and Trust Company, N.A., New York, New York

or ilz succesmr (the "Paying Agent") of an amount equal to (3 the principal of(either at the stated maturity or by any advancement of maturity pursuant
to a mandatoD’ sinking ftmd l~yment) and L~terest on, the Obl~fioas (as that term is defined below) as such payments shall become due but shall not
be so paid (except that in the event of any acceleration of the due dale of such principal by reason ofmanclatory or optional redemption or acceleration
resulting from default or otherwise, other than any advancement ofmal~ty pursuant to a mandatory sinking fund payment, rite payments guaranteed
hereby shall be made in such amounts and at such limes as such payments ofprincipaI would have been due had there not been any ~uch acceleration);
and (ii) the reimbursement of any such payment which i~ subsequently recovered from any owner pursuant to a final judgment by a court of competent
jurisdiction that such payment constitute~ an avoidable preference to such owner within the meaning of any applicable bankruptcy law. The ~nounts
referred to in clauses (i) and (ii) of the preceding sentence shall be referred to herein collectively as the "Insured Amounts." "Obligations" shall mean:

$267,000,000
Government Development Bank for Puerto Rico

Adjustable Refunding Bonds, Series 1985

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by regkstered or certified m~il, or upon receipt of written
notice by registered or certified mail, by the Insurer from the Paying Agent or any owner of an Obligation the payment of an Insured Amount for which
is then due, that such required payment has not been made, the Insurer on the due date of such payment or within one business day after receipt of notice
of such nonpaymenl, whichever is later, will make a deposit of funds, in an account with State Sweet Bank and Trust Company, NA., in New York,
New York, or its sucnes~r, sufficient for the payment of any such Insured Amounts which are then due. Upon presentment and surrender of such
Obligations or presentment of such other proof of ownership of the Obligations, together with any appropriate insmm~ents of assignrnent to evidence
the asziglm’~a~; of the insured Amounts due on the Obligations as are paid by the Insurer, and appropriate instruments to effect the appointment of the
In~urer as agent for such owners of the Obligalions in any legal proceeding related to payment of Insured Amounts on the Obligations, such instruments
being in a form satisfactory to State Street Bank and Trust Company, NoA., State Street Bank and Trust Company, N.A. shall disburse to such owners,
or the Paying Agent payment of the Insured Amounts due on such Obligations, less any anaount held by the Paying Agent for the payment of such
Insured Amounts and legally available therefor. This policy doe~ not insure against toss of any prepayment premium which may at any time be payable
with respea to any Obligation.

As used heroin, the term "ovmeP shall mean the regisl.exed owner of any Obligation a~ indicated in the books maintained by the Paying Agent, the
Issuer, or any designee of the tssuer for such purpose. The term owner shall not include the Issuer or any party whose agreement with the Issuer
constitutes the underlying security for the Obligations.

Any service ofproc~ on the Insurer maybe made to the Insurer at its offices located at 113 King Street, Armonk, New York 10504 and such service
ofproea~ shall be valid and binding.

This policy is non-emncellable for any reason. The premium on this POliW is not reRmdable for any reason including the payment prior to maturity of
the Obfigations.

IN WITNESS WI~REOF, the [nstwer has caused this policy to be executed in fa~imile on ~ behalf by its duly authorized &fleers, this i:s;t ~.day of

A~st:

MB# Insurance Cop.oration

Pr~/sident
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