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CERTIFICATE

I, RaraeL Beraxcourt, Secretary of Puerto Rico Water Resources
Authority, po HEREBY CERTIFY that the attached Trust Agreement,
dated as of January 1, 1974, is substantially in the form of the Trust
Agreement which was presented at the meeting of the Authority duly
called and held on December 4, 1973 and authorized by the Authority
by Resolution No. 1391 duly adopted at said meeting.

Wirxess my hand this K % day of January, 1974

Secretary
Puerto Rico Water Resources
Authority
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Ta1s Trust AcreemexT, dated for convenience of reference as
of January 1, 1974, by and between

Puerro Rico WaTER RESOURCES AUTHORITY,

a body corporate and politic constituting a public corporation and
governmental instrumentality of the Commonwealth of Puerto Rico
(hereinafter sometimes called the ‘‘ Authority’’), and

First Nationan Crry Bawnk,

a national banking association duly incorporated and existing under
the laws of the United States of America and having its principal
office in the Borough of Manhattan, City and State of New York,
which is authorized under such laws to exercise trust powers and is
subject to examination by federal authority (said banking association
and any bank or trust company becoming successor trustee under this
Agreement being hereinafter sometimes called the ‘‘Trustee’’),
WITNESSETH :

‘Wuereas, by Act No. 83 of the Legislature of Puerto Rico,
approved May 2, 1941, as amended, reenacted and supplemented (the
‘“ Authority Aect’’), the Authority was created a body corporate and
politic constituting a public corporation and governmental instrumen-
tality of the Commonwealth of Puerto Rico; and

WarEereas, by virtue of the Authority Act the Authority is
empowered to conserve, develop and utilize the water and energy
resources of Puerto Rico for the purpose of making available to the
inhabitants of the Commonwealth, in the widest economic manner, the
benefits thereof, for the promotion of the general welfare and to
increase commerce and prosperity, and the Authority is granted and
may exercise all the rights and powers necessary or convenient to
carry out the aforesaid purposes including but not limited to the fol-
lowing, among others:

(a) to have complete control and supervision of any under-
taking constructed or acquired by it including the power to deter-
mine the character of and necessity for all its expenditures and
the manner in which they shall be incurred, allowed and paid
without regard to the provisions of any laws governing the expen-

Authority Act.

Powers of Authority.
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diture of public funds, and such determination shall be final and
conclusive upon all officers of the Commonwealth Government,
and to prescribe, adopt, amend, and repeal such rules and regula-
tions as may be necessary or proper for the exercise and per-
formance of its powers and duties or to govern the rendering of
service or sale or exchange of water or electric energy;

(b) to sue and be sued, implead and be impleaded, complain
and defend, in all courts;

(e¢) to make contracts and to execute all instruments neces-
sary or convenient in the exercise of any of its powers;

(d) to acquire i; any lawful manner including, but without
limitation, acquisition by purchase, whether by agreement or by
the exercise of the power of eminent domain, lease, bequest, devise,
gift, and to hold, maintain, use and operate any undertaking or
parts thereof; :

(e) to acquire in the manner set forth above, produce, im-
pound, develop, manufacture, treat, hold, conserve, use, transmift,
distribute, supply, exchange, sell, rent and otherwise dispose of,
water, electric energy, equipment, and such other things, supplies
and services as the Authority shall deem necessary, proper, inci-
dental, or convenient in connection with its activities; provided,
that in disposing at wholesale of electric energy the Authority
shall give preference and priority as to supply to public bodies
and cooperatives;

(f) to comstruct or reconstruct any undertaking or any part
or parts thereof, and any additions, improvements, and extensions
to any undertaking of the Authority by contract or contracts, or
under, through, or by means of its own officers, agents, and

employees;

(g) to determine, fix, alter, charge and collect reasonable
rates, fees, rentals, and other charges for the use of the facilities
of the Authority, or for the services, electric energy, or other
commodities sold, rendered, or furnished by it, which shall be
sufficient for the payment of the expenses of the Authority in-
curred in the conservation, development, improvement, extension,
repair, maintenance, and operation of its facilities and properties,
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for the payment of the principal of and interest on its bonds, and
for fulfilling the terms and provisions of such covenants as may
be made with, or for the benefit of, the purchasers or holders of
any bonds of the Authority;

(h) to borrow money, make and issue bonds of the Authority
for any of its corporate purposes, and to secure payment of its
bonds and of any and all other obligations by pledge of or lien
on all or any of its contracts, revenues, and income only; and

(i) to make and issue bonds for the purpose of funding,
refunding, purchasing, paying, or discharging any of the out-
standing bonds or obligations issued or assumed by it or any bonds
or obligations the principal or interest of which is payable in
whole or in part from its revenues; and

‘WaraEeReas, the Authority owns and operates an integrated system
for the generation, transmission and distribution of electricity through-
out the Commonwealth of Puerto Rico, and for the purpose of pro-
viding funds, with other available funds, for refunding certain out-
standing bonds and paying the cost of a capital improvement program
to provide additional generating capacity for the System (as defined
herein) and necessary extensions of the transmission and distribution
lines of the System and other improvements, the Authority has here-
tofore issued its Puerto Rico Water Resources Authority Electrie
Revenue Bonds, outstanding on the date hereof in the aggregate prin-
cipal amount of $868,643,000, under and pursuant to the provisions
of a trust indenture, dated as of the first day of January, 1947, by and
between the Authority and The National City Bank of New York (now
First National City Bank), as trustee, as amended by supplemental
indentures dated as of January 1, 1948, July 1, 1956, January 1, 1961,
March 1, 1962, March 1, 1965, April 1, 1967, April 1, 1970 and Septem-
ber 1, 1971 (said indenture as so amended, together with all future
amendments and all indentures supplemental thereto as therein per-
mitted, being herein called the ‘‘1947 Indenture’’); and

Wazreas, First National City Bank has resigned as trustee under
the 1947 Indenture and has thereby become discharged from the trusts
created thereby; and

The System and the
1947 Indenture.

Resignation of
Trustee under the
1947 Indenture.
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WaraeRreas, the Authority has appointed The Chase Manhattan Bank
‘(National Association) trustee under the 1947 Indenture, and said
banking association, having executed, acknowledged and delivered to
its predecessor trustee, and also to the Authority, an instrument in
writing accepting such appointment under the 1947 Indenture, is now
vested with all rights, immunities, powers and trusts, and subject to all
the duties and obligations, of its predecessor -trustee under the 1947
Indenture; and '

WaEREAS, based upon surveys, estimates and recommendations,
the Authority has found and determined that it is necessary and advis-
able to provide funds for additional facilities for the generation, trans-
mission and distribution of electricity to serve the present and prospec-
tive demands upon the System, and has determined that it is necessary
to increase its capacity to issue revenue bonds secured as hereinafter
provided to provide funds for the foregoing purposes; and

‘WaHaEREAs, the Authority deems it advisable to make provision for
the issuance from time to time of revenue bonds on a parity with the
bonds issued initially under the provisions of this Agreement for the
purpose of paying all or any part of the cost of any Improvements (as
defined herein) ; and :

~ W=aEREAs, the Authority has determined that the coupon bonds to
be issued hereunder and the interest coupons to be attached thereto, the
registered bonds without coupons to be issued hereunder and the cer-
tificate of authentication by the Trustee to be endorsed on all such
bonds shall be, respectively, substantially in the following forms, with
such variations, omissions and insertions as are required or permitted
by this Agreement:

[FORM OF COUPON BONDS]

NOw oo o
UNITED STATES OF AMERICA

PUERTO RICO WATER RESOURCES AUTHORITY

Power RevENUE Boxp, SERIES .........

Puerto Rico Water Resources Authority, a body corporate and
politic constituting a public corporation and governmental instru-
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mentality of the Commonwealth of Puerto Rico (herein sometimes
called the ‘“ Authority’’), for value received, hereby promises to pay,
solely from the special fund provided therefor as hereinafter set forth,
to the bearer on the 1st day of , (or earlier as herein-
after referred to), upon the presentation and surrender hereof, the
prinecipal sum of

...... TaousaND DoLLARs

and to pay, solely from said special fund, interest thereon from the
date hereof at the rate of . per centum (... %) per anpum
until payment of said principal sum, such interest to the maturity
hereof being payable semi-annually on the 1st days of January and
July in each year upon the presentation and surrender of the coupons
representing such interest as the same respectively become due. Both
the principal of and the interest on this bond are payable in any coin
or currency of the United States of America which on the respective
dates of payment thereof is legal tender for the payment of public
and private debts. The principal of this bond and the interest hereon
are payable at the principal office of

in the

4 ° ?

or at the principal office of .
in the Borough of Manhattan, City and State of New York, at the
option of the holder, or at such other office or agency of the Authority
maintained for that purpose as the Authority shall determine.

This bond shall not be deemed to constitute a debt or obligation
of the Commonwealth of Puerto Rico or any of its municipalities or
other political subdivisions, and neither the Commonwealth of Puerto
Rico nor any such municipalities or other political subdivisions are
liable for the payment of this bond or the interest hereon, but this bond
shall be payable as to both principal and interest solely from the special
fund provided therefor as hereinafter set forth. ‘

This bond is one of a duly authorized series of revenue bonds
known as ‘‘Puerto Rico Water Resources Authority Power Revenue
Bonds, Series ... 7 dated as of the 1st day of , , GOn-
sisting of bonds maturing in annual installments on the 1st day of ...
........................ in the years ... to ..., inclusive (herein called the ‘‘serial
bonds’’), and of bonds maturing on the 1st day of
and the 1st day of , (herein collectively called the
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‘“‘term bonds”), and issued for the purpose of paying the cost of acquir-
ing or constructing capital improvements to the electric power proper-
ties of the Authority (the electric power properties owned and operated
by the. Authority as a single integrated system, together with all
improvements, renewals and replacements thereof and extensions and
additions thereto financed under the provisions of the 1947 Indenture
(hereinafter mentioned) and the Agreement (hereinafter mentioned),
being herein called the ¢‘System?’).

All of the bonds are issued under and pursuant to a trust agree-
ment (said agreement, together with all agreements supplemental
thereto as therein permitted, being herein called the ‘‘ Agreement’’),
dated as of the 1st day of January, 1974, by and between the Authority
and First National City Bank, in the Borough of Manhattan, City and
State of New York (said banking association and any bank or trust
company becoming successor trustee under the Agreement being herein
called the ‘‘Trustee’’), an executed counterpart of which Agreement is
on file at the Corporate Trust Office of the Trustee. Reference is hereby
made to the Agreement for the provisions, among others, with respect
to the custody and application of the proceeds of bonds issued under
the Agreement, the collection and disposition of revenues, the fund
charged -with and pledged to the payment of the interest on and
the principal of the bonds, the nature and extent of the security, the
terms and conditions on which the bonds of each series are or may be
issued, the rights, duties and obligations of the Authority and of the
Trustee and the rights of the holders of the bonds, and, by the accept-
ance of this bond, the holder hereof assents to all of the provisions of
the Agreement.

The Agreement provides for the issuance, from time to time,
under the conditions, limitations and restrictions therein set forth,
of additional series of bonds (such bonds and the bonds of the series
of which this is one being herein collectively called the ‘‘bonds’’).

~ This bond is issued and the Agreement was made and entered into
under and pursuant to the Puerto Rican Federal Relations Aect and
the Constitution and laws of the Commonwealth of Puerto Rico, in-
cluding Act No. 83 of the Legislature of Puerto Rico, approved May 2,
1941, as amended, reenacted and supplemented (the ‘‘ Authority Act’’),
and under and pursuant to resolutions duly adopted by the Authority.
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The Agreement provides for the fixing, charging and collecting by
the Authority of reasonable rates and charges for the use of the serv-
ices and facilities furnished by the System sufficient to provide for the
payment of the expenses of the Authority incurred in the conservation,
repair, maintenance and operation of the System and for the payment
of the principal of and the interest on the 1947 Indentire Bonds
and the bonds as the same become due and payable, including reserves
for such purposes. The 1947 Indenture provides for the deposit to
the credit of a special fund designated ‘‘Water Resources Authority
Renewal and Replacement Fund’’ (herein called the ‘‘Renewal and
Replacement Fund’’) of the revenues of the System, to the extent
required, over and above such expenses of conservation, repair, main-
tenance and operation and the amounts required to be deposited to the
credit of the Puerto Rico Water Resources Authority Electric Revenue
Bonds Sinking Fund and the Puerto Rico Water Resources Authority
(eneral Reserve Fund under the 1947 Indenture, and the Agreement
provides for the deposit to the eredit of the Renewal and Replacement
TFund of sufficient funds to provide for the payments from said Fund to
the special fund created nnder the Agreement designated ‘‘Puerto Rico
Water Resources Authority Power Revenue Bonds Interest and Sink-
ing Fund’’ (herein called the ‘“Sinking Fund’’). The Agreement also
provides for the payment into the Sinking Fund of a sufficient amount
of the funds on deposit to the credit of the Renewal and Replacement
Fund to pay the principal of and the interest on all bonds issued under
the Agreement as the same become due and payable and to create a
reserve for such purpose, which special fund is pledged to and charged
with the payment of and the interest on the bonds.

The Authority has heretofore issued under the provisions of the
trust indenture, dated as of the first day of January, 1947 (such inden-
ture as amended being herein called the ¢“1947 Indenture’’), Puerto
Rico Water Resources Authority Klectric Revenue Bonds (herein,
with any additional bonds which hereafter may be issued under the
provisions of the 1947 Indenture, called the ‘1947 Indenture Bonds’?).
Until all of the 1947 Indenture Bonds shall be paid or provision shall
be made for their payment and the release of the 1947 Indenture, the
revenues of the System, over and above the expenses of conservation,
repair, maintenance and operation thereof, are pledged to the extent
required to the payment of the principal of and the interest on the
outstanding 1947 Indenture Bonds.
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The bonds are issuable as coupon bonds and as registered bonds
without coupons, in such denominations as the Authority may by
resolution determine. At the Corporate Trust Office of the Trustee, in
the manner and subject to the limitations and conditions provided in
the Agreement and without cost except for any tax or other govern-
mental charge, registered bonds without coupons may be exchanged
for an equal aggregate principal amount of coupon bonds of the same
series and maturity, bearing interest at the same rate and having
attached thereto coupons representing all unpaid interest due or to
become due thereon, or of registered bonds without coupons of the
same series and maturity, of authorized denominations and bearing
mterest at the same rate, and coupon bonds with all coupons appertain-
ing thereto representing all unpaid interest due or to become due
thereon may in like manner be exchanged for an equal aggregate
principal amount of registered bonds without coupons of the same
series and maturity, of authorized denominations and bearing interest
at the same rate.

[Here insert in the bonds of each Series the terms of redemption
applicable to the bonds of such Series.]

The moneys in the Sinking Fund available for the purchase or
redemption of bonds shall be allocated to all series of bonds.outstand-
ing under the Agreement in the manner provided in the Agreement.

If less than all of the bonds of any one maturity of a series shall
be called for redemption, the particular bonds or portions of registered
bonds without coupons to be redeemed from such series and maturity
shall be selected by-the Trustee as provided in the Agreement.

Any such redemption, either in whole or in part, shall be made
upon at least thirty (30) days’ prior notice by publication and other-
wise as provided in the Agreement, and shall be made in the manner
and under the terms and conditions provided in the Agreement. On the
date designated for redemption, notice having been published as pro-
vided in the Agreement, the bonds or portions of registered bonds with-
out coupons so called for redemption shall become and be due and
payable at the redemption price provided for redemption of such
bonds or such portions thereof on such date, and, if moneys for pay-



9

ment of the redemption price and the acerued interest are held by the
Trustee or by the paying agents, as provided in the Agreement, inter-
est on such bonds or such portions thereof so called for redemption
shall cease to accrue, the coupons for any such interest payable sub-
sequent to the redemption date shall be void, such bonds or such
portions thereof so called for redemption shall cease td be entitled
to any benefit or security under the Agreement, and the holders or
registered owners thereof shall have no rights in respect of such bonds
or such portions thereof so called for redemption except to receive
payment of the redemption price thereof and the acerued interest so
held by the Trustee or by the paying agents.

The holder of this bond shall have no right to enforce the provi-
sions of the Agreement or to institute action to enforce the covenants
therein, or to take any action with respect to any event of default
under the Agreement, or to institute, appear in or defend any suit or
other proceeding with respect thereto, except as provided in the
Agreement.

In certain events, on the conditions, in the manner and with the
effect set forth in the Agreement, the principal of all the bonds then
outstanding under the Agreement may become or may be declared
due and payable before the stated maturities thereof, together with
the interest accrued thereon.

Modifications or alterations of the Agreement or of any agree-
ment supplemental thereto may be made by the Authority and the
Trustee only to the extent and in the circumstances permitted by the
Agreement. :

As declared by the Authority Act, this bond shall at all times be,
and shall be understood to be, a negotiable instrument for all purposes.

This bond is issued with the intent that the laws of the Common-
wealth of Puerto Rico shall govern its construction.

All acts, conditions and things required by the Puerto Rican Fed-
eral Relations Act and the Constitution and laws of the Commonwealth
of Puerto Rico and the rules and regulations of the Authority to
happen, exist and be performed precedent to and in the issuance of
this bond and the execution of the Agreement have happened, exist
and have been performed as so required.
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This bond shall not be valid or become obligatory for any purpose
or be entitled to any benefit or security under the Agreement until it
shall have been authenticated by the execution by the Trustee of the
certificate of authentication endorsed hereon.

In Wirxess WaEREOF, Puerto Rico Water Resources Authority
has caused this bond to [be signed by] [bear the facsimile signature
of] the Executive Director of the Authority and to [be signed byl]
[bear the facsimile signature of] the Secretary of the Authority, and
a facsimile of its corporate seal to be imprinted hereon, and the
attached interest coupons to bear the facsimile signature of said
Executive Director, all as of the 1st day of )

[Facsimile of
corporate seal]
PUERTO RICO WATER
RESOURCES AUTHORITY

By

Executive Director

Secretary

[FORM OF COUPONS]

No $

On 1, 19 , Puerto Rico Water Resources
Authority will pay to bearer (unless the bond mentioned below shall
previously have become payable as provided in the Agreement referred
to in said bond and provision for payment thereof shall have been duly
made) at the principal office of ' ,
in the ) , or at the principal
office of , in the Borough of Manhattan,
City and State of New York, at the option of the bearer, or at such
other office or agency of the Authority maintained for that purpose as
the Authority shall determine upon the presentation and surrender
hereof, the sum of Dollars
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in any coin or currency of the United States of America which at the
time of payment is legal tender for the payment of public and private
debts, solely from the special fund referred to in, and for the semi-
annual interest then due upon, its Puerto Rico Water Resources Au-

thority Power Revenue Bond, Series ... , dated as of
, No.

?

Executive Director, Puerto Rico
Water Resources Authority

[FORM OF REGISTERED BONDS WITHOUT COUPONS |
Same as Form of Coupon Bonds except as follows:

1. Substitute the following for the caption and the first paragraph:

UNITED STATES OF AMERICA
PUERTO RICO WATER RESOURCES AUTHORITY
Power Revexus Boxp, SERIES ..........

Puerto Rico Water Resources Authority, a body corporate and
politic constituting a public corporation and governmental instru-
mentality of the Commonwealth of Puerto Rico (herein sometimes
called the ‘‘Authority’’), for value received, hereby promises to pay,
solely from the special fund provided therefor as hereinafter set forth,
to , or registered assigns or legal
representative, on the 1st day of R (or earlier as here-
inafter referred to), upon the presentation and surrender hereof at the
Corporate Trust Office of the Trustee (hereinafter mentioned), the
principal sum of

Dorrars

in any coin or currency of the United States of America which on the
date of payment thereof is legal tender for the payment of public and
private debts, and to pay, solely from said special fund, to the regis-
tered owner hereof by check mailed to the registered owner at his
address as it appears on the bond registration books of the Authority,
interest on said principal sum from the date hereof or from the Janu-
ary 1 or July 1 next preceding the date of authentication to. which

Form of registered
bonds without
coupons.
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interest shall have been paid, unless such date of authentication is a
January 1 or July 1, in which case, from such date, semi-annually on
January 1 and July 1 in each year in like coin or currency, at the rate
of per centum ( %) per annum until payment of said
principal sum.

2. Substitute the following for the paragraph céhcerning the notice of
‘redemption and the effect thereof:

Any such redemption, either in whole or in part, shall be made upon
at least thirty (30) days’ prior notice by publication and otherwise as
provided in the Agreement, and shall be made in the manner and under
the terms and conditions provided in the Agreement. On the date desig-
nated for redemption, notice having been published as provided in the
Agreement, the bonds or portions of registered bonds without coupons
so called for redemption shall become and be due and payable at the
redemption price provided for redemption of such bonds or such por-
tions thereof on such date, and, if moneys for payment of the redemp-
tion price and the acerued interest are held by the Trustee, as provided
in the Agreement, interest on such bonds or such portions thereof so
called for redemption shall cease to accrue, such bonds or such portions
thereof so called for redemption shall cease to be entitled to any benefit
or security under the Agreement, and the holders or registered owners
thereof shall have no rights in respect of such bonds or such portions
thereof so called for redemption except to receive payment of the
redemption price thereof and the accrued interest so held by the Trus-
tee. If a portion of this bond shall be called for redemption, a new bond
or bonds in principal amount equal to the unredeemed portion hereof
will be issued to the registered owner upon the surrender hereof.

3. Substitute the following for the paragraph concerning negotiability:

The transfer of this bond is registrable by the registered owner
hereof in person or by his attorney or legal representative at the prin-
cipal office of the Trustee but only in the manner and subject to the
limitations and conditions provided in the Agreement and upon sur-
render and cancellation of this bond. Upon any such registration of
transfer the Authority shall execute and the Trustee shall authenticate
and deliver in exchange for this bond a new registered bond or bonds
without coupons, registered in the name of the transferee, of authorized
denominations, or, at the option of the transferee, coupon bonds with
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coupons attached representing all unpaid interest due or to become
due thereon, in aggregate principal amount equal to the principal
amount of this bond, of the same series and maturity and bearing
interest at the same rate.

As declared by the Authority Aect, this bond, notwithstanding the
provisions for registration of transfer stated herein and contained in
the Agreement, shall at all times be, and shall be understood to be, a
negotiable instrument for all purposes.

4. Substitute the following for the witnessing clause:

Ix Wrryess Waereor, Puerto Rico Water Resources Authority has
caused this bond to [be signed by] [bear the facsimile signature of] the
Executive Director of the Authority and to [be signed by] {bear the
facsimile signature of] the Secretary of the Authority, and a facsimile
of its corporate seal to be imprinted hereon, all as of the 1st day of

?

5. Omat the Form of Coupons.
[ TO BE ENDORSED ON ALL BONDS ]

CERTIFICATE OF AUTHENTICATION

This is one of the bonds of the series designated therein and issued
under the provisions of the within mentioned Agreement.

First National City Bank, Trustee

By

v

Axuthorized Officer

[TO BE EXDORSED ON ALL REGISTERED BONDS FOLLOWING
THE CERTIFICATE OF AUTHENTICATION]

Date of authentication:

and

‘Waereas, by virtue of the Authority Aect, the Authority is author-
ized to issue revenue honds as hereinafter provided, to enter into this
Agreement and to do or cause to be done all the acts and things herein
provided or required to be done as hereinafter covenanted; and

Form of Certificate
of Authentication.

Form of Certificate
of Authentication for
registered bonds.

Power to enter
Agreement.
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WHEREAS, the execution and delivery of this Agreement have been
duly authorized by. resolution of the Aunthority; and

WaEREas, all aets, conditions aud things required by the Puerto
Rican Federal Relations Act, by the Constitution and laws of the Com-
monwealth of Puerto Rico and the rules and regulations of the Author-
ity to happen, exist and be performed precedent to and in the execution
and delivery of this Agreement have happened, exist and have been
performed as so required, in order to make this Agreement a legal,
valid and binding trust agreement for the security of the bonds in
accordance with its ferms; and

Waeress, the. Trustee has accepted the trusts created by this
Agreement and in evidence thereof has joined in the execution hereof;

Now, Turrerore, Trais AckeemeExt WirNesseTH, that in considera-
tion of the premises, of the acceptance by the Trustee of the trusts
hereby created, and of the purchase and acceptance of the bonds by
the holders thereof, and also for and in consideration of the sum of
One Dollar to the Authority in hand paid by the Trustee at or before
the execution and delivery of this Agreement, the receipt of which is
hereby acknowledged, and for the purpose of fixing and declaring the
terms and conditions upon which the bonds are to be issued, executed,
authenticated, delivered, secured and accepted by all persons who shall
from time to time be or become holders thereof, and in order to secure
the payment of all the bonds at any time issued and outstanding here-
under and the interest and the redemption premium, if any, thereon
according to their tenor, purpovt and effect, and in order to secure the
performance and observance of all the covenants, agreements and con-
ditions therein and herein contained, the Authority has executed and
delivered this Agreement and has pledged and does hereby pledge to
the Trustee the revenues of the System, subject to the pledge of such
revenues to the payment of the principal of and the interest on the 1947
Indenture Bonds (hereinafter mentioned), and other moneys to the
extent provided in this Agreement as security for the payment of the
bonds and the interest and the redemption nremium, if any, thereon and
as security for the satisfaction of any other ohligation assumed by it in
connection with such bonds, and it is mutually agreed and covenanted
by and between the parties hereto, for the equal and proportionate
benefit and security of all and singular the present and future holders
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of the bonds issued-and to be issued under this Agreement, without
preference, priority or distinction as to lien or otherwise, except as
otherwise hereinafter provided, of any one bond over any other bond,
by reason of priority in the issue, sale or negotiation thereof or other-
wise, as follows:

ARTICLE 1.

DEFINITIONS.

Sectrox 101. In addition to words and terms elsewhere defined
in this Agreement, the following words and terms shall have the fol-
lowing meanings, unless some other meaning is plainly intended:

The word ‘‘Agreement’’ shall mean this Agreement, dated as of
January 1, 1974, together with all agreements supplemental hereto as
herein permitted.

As applied to the term bonds of any Series, the term ‘‘ Amortiza-
tion Requirement’’ for any fiscal year shall mean the principal amount
fixed or computed for such fiscal year as hereinafter set forth for the
retirement of such term bonds by purchase or redemption.

The Amortization Requirements for the term bonds of each Series
shall be initially the respective principal amounts for each fiscal year
as fixed in a resolution of the Board adopted prior to the issuance of
the bonds of such Series; provided, however, that if any additional
term bonds of such Series shall be issued under the provisions of the
first paragraph of Section 210 of this Agreement, the respective Amor-
tization Requirements for the term bonds of such Series shall be in-
creased in proportion as nearly as may be practicable to the increase
in the total principal amount of the term bonds of such Series. The
aggregate amount of such Amortization Requirements for the term
bonds of each Series shall be equal to the aggregate principal amount
of the term bonds of such Series. The Amortization Requirements for
the term bonds of each Series shall hegin in the fiscal year determined
by the Board.

If at the close of any fiscal year the total principal amount of term
bonds of any Series retired by purchase or redemption, or prior to
the close of such fiscal vear called for redemption under the provisions
of Section 511 of this Agreement, shall be in excess of the amount
of the Amortization Requirements for the term honds of such Series

Agreement.

Amortization
Requirement.



Annual Budget.

Authority.

Authority Act.

Board.

Section-101

16

for such fiscal year, then the amount of the Amortization Requirements
for .the term bonds of such Series shall be reduced for such subsequent
fiscal years in.such amounts aggregating the amount of such excess
as shall be determined by the Executive Director in an order filed with
the Trustee on or before the 10th day of July following the close of
such fiscal year. .

If at the close of any fiscal year the total principal amount of
term bonds of any Series retired by purchase or redemption, or called
for redemption under the provisions of Section 511 of this Agreement,
prior to the close of such fiscal year shall be less than the amount of
the Amortization Requirements for the term bonds of such Series for
such fiscal year, then the amount of .the Amortization Requirements
for the term bonds of such Series for the next succeeding fiscal year
shall be inereased by the amount of the excess of such deficiency over
the amount then held to the credit of the Redemption Account.

Tt shall be the duty of the Trustee, on or before the 15th day of
July in each fiscal year, to compute the Amortization Requirements
for the then current fiscal year for the term bonds of each Series then
outstanding. The Amortization Requirement for the then current fiscal
vear shall continue to be applicable during the balance of such current
fiscal year and no adjustment shall be made therein by reason of term
bonds purchased or redeemed or called for redemption during such
current fiscal year.

The telm' ““ Annual’ Budget” shall mean the Authority’s budget
of Current KExpenses and Capltal Expenditures for a fiseal year
adopted ‘pursuant to the provisions of Section 504 of this Agreement.

~ The word ‘‘Authority’’ shall mean the Puerto Rico Water Re-
sources Authority, a body corporate and p011t1c constituting a public
corporation and governmental instrumentality of the Commonwealth
of Puerto Rico, and the successor or successors of the Authority.

The term ‘‘Authority Act’’ shall mean the Puerto Rico Water
Resources Authority Act, being Act No. 83 of the Legislature of Puerto
Rico, approved May. 2, 1941, as amended and reenacted by Act No. 19,
approved April 8, 1942, as amended, and Act No. 111, approved May 6,
1941, as amended by Act No. 153, approved May 14, 1943, as amended.

. _The word ‘“Board’’ shall mean the governing board of the Author-
ity as constituted from time to time and defined by the Authority Act,
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or if said Board shall be abolished, then the board, body or officer
succeeding to the principal functions thereof or to whom the powers of
the Authority shall be given by law.

The term ‘“‘Bond Service Account’’ shall mean the special account
created in the Sinking Fund by the provisions of Section 507 of this
Agreement.

The term ‘‘hondholder of record’’ shall mean any bondholder who
shall have filed with the Secretary, within the period of two years
immediately prior to any time when such term has application, a
written request setting forth his name and address and the particular
reports, notices and other documents which he desires to receive and
which are required to be mailed under the requirements of this Agree-
ment.

The word ‘‘bonds’’ shall mean the bonds issued under this Agree-
ment.

The term ‘‘Capital Expenditures’’ shall mean all expenditures
made on account of the cost of the Capital Improvement Program,
as defined in the 1947 Indenture, and the cost of Improvements under
this Agreement and the 1947 Indenture and those expenditures made
for the purposes for which funds are provided pursuant to the pro-
visions of Section 512 of the 1947 Indenture.

The term ‘“Construction Fund’’ shall mean the Puerto Rico Water
Resources Authority Power System Construction Fund, a special
fund created and designated by the provisions of Section 401 of this
Agreement.

The term ‘‘Consulting Engineers’’ shall mean the engineer or
engineering firm or corporation at the time employed by the Authority
under the provisions of Section 706 of this Agreement to perform and
carry out the duties imposed on the Consulting Engineers by this
Agreement.

The word ¢‘Controller’’ shall mean the Controller or any Assistant
Controller of the Authority, or if there is no controller or assistant
controller, then any person designated by the Board or by the by-laws
of the Authority to perform the functions of the chief financial officer
of the Authority. '
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The word ‘‘cost’’, as applied to any Improvements, shall embrace
the cost of the acquisition and construction and all obligations and
expenses and all items of cost which are set forth in Section 403 of this
Agreement. '

The term ‘‘Current Expenses’’ shall mean the Authority’s reason-
able and necessary current expenses of maintaining, repairing and
operating the System and shall include, without limiting the generality
of the foregoing, all administrative expenses, insurance premiums,
expenses of preliminary surveys not chargeable to Capital Expendi-
tures, engineering expenses relating to operation and maintenance, fees
and expenses of the Trustee, the 1947 Trustee, the Paying Agents and
of the paying agents under the 1947 Indenture, legal expenses, any
payment to pension or retirement funds, and all other expenses
required to be paid by the Authority under the provisions of the
1947 Indenture, this Agreement or by law, or permitted by standard
practices for public utility systems, similar to the properties and
business of the Authority and applicable in the circumstances but
shall not include any deposits to the credit of the Sinking Fund, the
Reserve Maintenance Fund or the 1947 Sinking Fund or deposits
under the provisions of Sections 511, 512 and 513 of the 1947 Indenture.

The term ‘‘daily newspaper’ shall mean a newspaper regularly
published in the English language on at least five (5) business days in
each calendar week and, in the case of a newspaper published in the
Commonwealth of Puerto Rico, may include a newspaper regularly
published in the Spanish language on at least five (5) business days in
each calendar week.

The word ‘‘Depositary’’ shall mean one or more hanks or trust
companies duly authorized under the laws of the United States of
America, or any state thereof or the Commonwealth of Puerto Rico to
engage in the banking business therein and designated by the Authority
as a depositary of moneys under the provisions of this Agreement, each
such depositary to be a member of the Federal Deposit Insurance Cor-
poration and shall also mean the Trustee and Government Development
Bank for Puerto Rico.

The term ‘‘Executive Director’’ shall mean the Executive Director
or the Vice Executive Director of the Authority for the time being, or
if there is no Executive Director or Vice Executive Director, then any
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person designated by the Board or by the by-laws of the Authority to
perform the functions of the Executive Director.

The term ‘‘fiscal year’’ shall mean the period commencing on the
1st day of July of any year and ending on the last day of June of the
following year.

The term ‘‘General Fund’’ shall mean the Puerto Rico Water
Resources Authority General Fund, a special fund created and desig-
nated by the provisions of Section 503 of this Agreement.

The term ‘‘General Reserve Fund” shall mean the Puerto Rico
Water Resources Authority General Reserve Fund, a special fund
created and designated by the provisions of Section 511 of the 1947
Indenture.

The term ‘‘Government Obligations’’ shall mean (i) direct obli-
gations of, or obligations the principal of and the interest on which are
unconditionally guaranteed by, the United States Government, (ii)
bonds, debentures or notes issued by any of the following Federal
agencies: Banks for Cooperatives, Federal Intermediate Credit Banks,
Federal Home Loan Banks, Export-Import Bank of the United States,
Government National Mortgage Association, Federal Land Banks, or
the Federal National Mortgage Association (including participation
certificates issued by such Association) and (iii) all other obligations
issued or unconditionally guaranteed as to principal and interest by an
agency or person controlled or supervised by and acting as an instru-
mentality of the United States Government pursuant to authority
granted by the Congress.

The word “Improvements” shall mean such improvements, re-
newals and replacements of the System or any part thereof and such
extensions and additions thereto as may be necessary or desirable, in
the judgment of the Board, to keep the same in proper condition for
the safe, efficient and economic operation thereof and to integrate into
the System any unit or part thereof, and shall include such electric-
power projects as may be authorized to be acquired or constructed by
the Authority under the provisions of the Authority Act and such
improvements, renewals and replacements of such properties and the
System and such extensions and additions thereto as may be necessary
or desirable for continuous and efficient service to the public, which shall
be financed in whole or in substantial part from the proceeds of bonds
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issued under the provisions of the 1947 Indenture or this Agreement or
from moneys deposited.to the credit of the 1947 Construction Fund, the
Construction Fund or the Renewal and Replacement Fund.

The term ‘‘Investment Obligations’’ shall mean (i) Government
Obligations, (ii) obligations of any state or territory of the United
States or political subdivision thereof (other than obligations rated
lower than the three highest grades by a nationally recognized rating
agency) and (iii) repurchase agreements with commercial banks fully
secured by Government Obligations.

The term ‘‘Net Revenues’’ for any particular period shall mean
the amount of the excess of the Revenues for such period over the
Current Expenses for such period.

The term ‘1947 Construction Fund’’ shall mean the Puerto Rico
Water Resources Authority Construction Fund, a special fund created
and designated by the provisions of Section 401 of the 1947 Indenture.

The term ¢‘1947 Indenture’’ shall mean the Trust Indenture, dated
as of January 1, 1947, by and between the Authority and The National
City Bank of New York (now First National City Bank), as trustee, as
amended by Supplemental Indentures, dated January 1, 1948, July 1,
1956, January 1, 1961, March 1, 1962, March 1, 1965, April 1, 1967,
April 1, 1970 and September 1, 1971, together with all future amend-
ments and all indentures supplemental thereto as therein permitted.

The term ‘1947 Indenture Bonds’’ shall mean the bonds issued
under the 1947 Indenture.

The term ‘1947 Revenue Fund’’ shall mean the Water Resources
Authority Electric Revenue Fund, a special fund created and desig-
nated by the provisions of Section 506 of the 1947 Indenture.

The term ‘1947 Sinking Fund’’ shall mean the Puerto Rico Water
Resources Authority Electric Revenue Bonds Sinking Fund, a special
fund created and designated by the provisions of Section 507 of the
1947 Indenture.

The term ‘“1947. Trustee’’ shall mean the trustee under the 1947
Indenture for the time being, whether original or successor.
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The term ““Opinion of Counsel’’ shall mean a written opinion of
counsel who may (except as otherwise expressly provided in this
Agreement) be counsel for the Authority. Every opinion of counsel
required to be filed with the Trustee in connection with an application
to the Trustee to authenticate bonds under this Agreement shall con-
tain the following statements: (i) that the Authority has the legal
right and power to enter into this Agreement and has duly authorized
and validly executed and delivered this Agreement and this Agreement
1s legally valid and binding upon the Authority and enforceable in ac-
cordance with its terms, (i1) that this Agreement creates a legally valid
and effective pledge of the Net Revenues, subject ouly to the lien of the
1947 Indenture, and of the moneys, securities and funds held or set
aside under this Agreement as security for the bonds, subject to the
application thereof to the purposes and on the conditions permitted by
this Agreement and specifying the place or places, if any, where filing
or recording of any document is necessary in order to make such pledge
effective or to continue it in effect, (iii) that the Authority has paid all
municipal or governmental charges lawtully levied or assessed upon the
System or any part thereof or upon any Revenues, (iv) that the issuance
of the bonds then directed to be authenticated and delivered will not
violate any provision of law or of the by-laws of the Authority, or
result in the breach of, or constitute a default under, any agreement,
indenture or other instrument to which the Authority is a party or by
which it may be bound, (v) that no authorization, consent or approval
or withholding of objection of any governmental body or regulatory
authority is requisite to the legal issue of said bonds (unless such
opinion shall show that no authorization, cousent or approval or with-
holding of objection is requisite to the legal issue of said bonds. it shall
specify and attach any officially authenticated certificates, or other
documents, by which such authorization, consent. or approval or with-
holding of objection is evidenced), and (vi) that the bonds then directed
to be anthenticated and delivered are legally valid and binding direct
obligations of the Authority, enforceable in accordance with their
terms and the terms of this Agreement and have been duly and
validly authorized and issued in accordance with law and this Agree-
ment.

The term ‘‘Paying Agents’’ shall mean with respect to the bonds
of each Series the one or more banks or trust companies designated
in a resolution of the Board the office or agency of the Authority
where the coupon bonds and coupons may be presented for payment.
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The term ‘‘Principal and Interest Requirements’ for any fiscal
year, as applied to the bonds of any Series issued under thb Agree-
ment or the 1947 Indenture, shall mean the sum of :

(a) the amount required to pay the interest on all outstand-
ing bonds of such Series which is payable on January 1 in such
fiscal year and on July 1 in the following fiscal year,

(b) the amount required to pay the prineipal of all outstand-
ing serial bonds of such Series which is payable on January 1 in
such fiscal year and on July 1 in the following fiscal year, and

(¢) the Amortization Requirement for the term bonds of such
Series for such fiscal year.

The Principal and Interest Requirements for the bonds of any Series
issued under this Agreement shall be determined, as required from
time to time, by the Trustee. In computing the Principal and Interest
Requirements for any fiscal year for the bonds of any Series, the
Trustee shall assume that an amount of the term bonds of such
Series equal to the Amortization Requirement for the term bonds of
such Series for such fiscal year will be retired by purchase or redemp-
tion on July 1 in the following fiscal year.

The term ‘‘Redemption Account’’ shall mean the special account
created in the Sinking Fund by the provisions of Seection 507 of this
Agreement.

The term ‘‘Renewal and Replacement Fund’’ shall mean the
‘Water Resources Authority Renewal and Replacement Fund, a special
fund created and designated by the provisions of Section 512 of the
1947 Indenture.

The term “Reserve Account’ shall mean the special account
created in the Sinking Fund by the provisions of Section 507 of this
Agreement.

The term ‘‘Reserve Maintenance Fund’’ shall mean the Puerto
Rico Water Resources Authority Reserve Maintenance Fund, a speecial
fund created and designated by the provisions of Section 507 of this
Agreement.

The term ‘‘Revenue Fund’’ shall mean the Puerto Rico Water
Resources Authority Power Revenue Fund, a special fund created and
designated by the provisions of Section 506 of this Agreement.
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The word ‘‘Revenues’’ shall mean all moneys received by the
Authority in connection with or as a result of its ownership or opera-
tion of the System, including the income derived by the Authority
from the sale of electricity generated or distributed by the System,
any proceeds of use and occupancy insurance on the System or any
part thereof and income from investments made under the provisions
of the 1947 Indenture and this Agreement, except income from the
investment of moneys in the 1947 Construction Fund, the Construction
Fund and the Reserve Maintenance Fund which shall be deemed to be
a part of said Funds, respectively.

The word ‘‘Secretary’’ shall mean the Secretary or any Assistant
Secretary of the Authority, or if there is no secretary or assistant
secretary, then any person designated by the Board or by the by-laws
of the Authority to perform the functions of the Secretary.

The term ‘‘serial bonds’’ shall mean the bonds of a Series which
* shall be stated to mature in annual or semi-annual installments, and
the term ‘‘term bonds’’ shall mean the bonds of a Series maturing on
July 1 and designated term bonds in a resolution of the Board
adopted prior to the issuance of such bonds.

The word ‘‘Series’’ shall mean either (i) the bonds issued and
delivered at any one time under the provisions of Sections 208 or 209
of this Agreement or (i1) the refunding bonds issued at any one time
under the provisions of the second paragraph of Section 210 of this
Agreement. Bonds issued under the first paragraph of Section 210
of this Agreement to refund serial bonds of any Series shall be deemed
to constitute a part of the bonds of such Series.

The term ‘‘Sinking Fund’’ shall mean the Puerto Rico Water
Resources Authority Power Revenue Bonds Interest and Sinking
Fund, a special fund created and designated by the provisions of
Section 507 of this Agreement.

The word ‘‘System’’ shall mean all the properties presently owned
and operated by the Authority as a single integrated system, together
with all works and properties which may be hereafter acquired or
constructed by the Authority in connection with the produection, dis-
tribution or sale of electric energy and the acquisition or construection
of which shall be financed in whole or in part from the proceeds of
bonds issued under the provisions of the 1947 Indenture or this
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Agreement or from moneys deposited to the credit of the 1947 Con-
struetion Fund, the Construction Fund or the Renewal and Replace-
ment Fund.

The term ‘“Time Deposits’’ shall mean time deposits, certificates
of deposit or similar arrangements with the Trustee, Government
Development Bank for Puerto Rico or any bank or trust company
which is a member of the Federal Deposit Insurance Corporation
having a combined capital and surplus aggregating not less than
$100,000,000.

The word ‘‘Treasurer’’ shall mean the Treasurer or any Assistant
Treasurer of the Authority, or if there is no treasurer or assistant
treasurer, then any person designated by the Board or by the by-laws
of the Authority to perform the functions of the Treasurer.

The word ‘‘Trustee’’ shall mean the Trustee for the time being,
whether original or successor.

Sectioxy 102. Words of the masculine gender shall be deemed and
construed to include correlative words of the feminine and neuter
genders. Unless the context shall otherwise indicate, the words ‘“bond’’,
“‘coupon’’, ‘“owner’’, ‘‘holder’’ and ‘‘person’’ shall include the plural
as well as the singular number, the word ‘‘person’’ shall mean any
individual, corporation, partnership, joint venture, association, joint-
stock company, trust, unincorporated organization or government or
any agency or political subdivision thereof, and the word ‘‘holder’’ or
“‘bondholder’’ when used herein with respect to bonds issued here-
under shall mean the holder or registered owner, as the case may be,
of bonds at the time issued and outstanding hereunder.

ARTICLE II.

Form, ExecuTioy axp RrcgisTraTION 0OF BONDS AND
CoNDITIONS FOR AUTHENTICATION AND DELIVERY OF BONDS.

~ Sectrox 201. No bonds may be issued under the provisions of this
Agreement except in accordance with the provisions of this Article.

Secrron 202. The definitive bonds are issuable as coupon bonds
and as registered bonds without coupons. The definitive bonds issued
under the provisions of this Article shall be substantially in the
forms hereinabove set forth, with such appropriate variations, omis-
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sions and insertions as are permitted or required by this Agreement
and with such additional changes as may be necessary or appropriate
to conform to the provisions of the resolution or resolutions providing
for the issuance of such bonds. All such bonds may have endorsed
thereon such legends or text as may be necessary or appropriate to
conform to any applicable rules and regulations of any governmental
authority or of any securities exchange on which the bonds may be
listed or traded or any usage or requirement of law with respect thereto
or as may be authorized by the Authority and approved by the Trustee.

Secrion 203. The bonds shall be dated, shall bear interest until
their payment, such interest to the maturity thereof being payable
semi-annually on the 1st days of January and July in each year, and
shall be stated to mature (subject to the right of prior redemption), all
as hereinafter provided.

Each coupon bond shall bear interest from its date. Each regis-
tered bond without coupons shall bear interest from the interest pay-
ment date next preceding the date on which it is authenticated, unless
authenticated on an interest payment date, in which case it shall bear
interest from such interest payment date, or, unless authenticated prior
to the first interest payment date, in which case it shall bear interest
from its date; provided, however, that if at the time of authentication
of any registered bond without coupons interest is in default, such
bond shall bear interest from the date to which interest shall have
been paid.

The bonds shall be signed by, or bear the facsimile signature of,
the Executive Director and shall be signed by, or bear the facsimile
signature of, the Secretary, and a facsimile of the corporate seal of
the Authority shall be imprinted on the bonds.

The coupons attached to the coupon bonds shall be substantially
in the form hereinabove set forth and shall bear the facsimile signature
of the Executive Director.

In case any officer whose signature or a facsimile of whose signa-
ture shall appear on any bonds or coupons shall cease to be such
officer before the delivery of such bonds, such signature or such
facsimile shall nevertheless be valid and sufficient for all purposes
the same as if he had remained in office until such delivery, and also
any bond may bear the facsimile signature of or may be signed by
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such persons as at the actual time of the execution of such bond shall
be the proper officers to sign such bond although at the date of such
bond such persons may not have been such officers.

Both the principal of and the interest on the bonds shall be pay-
able in any coin or currency of the United States of America which
on the respective dates of payment thereof is legal tender for the
payment of public and private debts. The principal of coupon bonds
of each Series and the interest on all coupon bonds of such Series
shall be payable at the principal offices of the Paying Agents designated
for the bonds of such Series. The principal of all registered bonds
without coupons shall be payable only to the registered owner or his
legal representative at the principal office of the Trustee, and payment
of the interest on each registered bond without coupons shall be made
by the Trustee on each interest payment date to the person appearing
on the registration books of the Authority hereinafter provided for as
the registered owner thereof, by check mailed to such registered owner
at his address as it appears on such registration books. Except as
provided in Section 211 of this Agreement, payment of the principal
of all bonds shall be made upon the presentation and surrender of such
bonds as the same shall become due and payable. Payment of the
interest on the coupon bonds shall be made upon the presentation and
surrender of the coupons, if any, representing such interest as the same
respectively become due and payable.

Secriox 204. Only such of the bonds as shall have endorsed
thereon a certificate of authentication substantially in the form here-
inabove set forth, duly executed by the Trustee, shall be entitled to any
benefit or security under this Agreement. No bond and no coupon
appertaining to any coupon bond shall be valid or obligatory for any
purpose unless and until such certificate of authentication shall have
been duly executed by the Trustee, and such certificate of the Trustee
upon any such bond shall be conclusive evidence that such bond has
been duly authenticated and delivered under this Agreement. The
Trustee’s certificate of authentication on any bond shall be deemed to
have been duly executed if signed by an authorized officer of the Trustee,
but it shall not be necessary that the same officer sign the certificate of
authentication on all of the bonds that may be issued hereunder at
any one time. Before authenticating or delivering any coupon bonds
the Trustee shall detach and cancel all matured coupons, if any, apper-
taining thereto, except any coupons which represent unpaid interest.
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Secriox 205. Coupon bonds, upon surrender thereof at the prin-
~cipal office of the Trustee with all unmatured coupons and all matured
coupons in default, if any, appertaining thereto, may, at the option of
the holder thereof, be exchanged for an equal aggregate principal
amount of registered bonds without coupons of the same Series and
maturity, of any denomination or denominations authorized by this
Agreement, bearing interest at the same rate, and, with the exception
of the differences between the form of coupon bonds and the form of
registered bonds without coupons which are set forth in the preamble
of this Agreement, in the same form as the coupon bonds surrendered
for exchange.

Registered bonds without coupons, upon surrender thereof at the
principal office of the Trustee, together with an assignment duly
executed by the registered owner or his attorney or legal representative
in such form as shall be satisfactory to the Trustee, may, at the option
of the registered owner thereof, be exchanged for an equal aggregate
principal amount of coupon bonds of the same Series and maturity,
bearing interest at the same rate and having attached thereto coupons
representing all unpaid interest due or to become due thereon, or of
registered bonds without coupons of the same Series and maturity, of
any denomination or denominations authorized by this Agreement, and
bearing interest at the same rate, and in either case, with the exception
of the differences between the form of coupon bonds and the form of
registered bonds without coupons which are set forth in the preamble
of this Agreement, in the same form as the registered bonds without
coupons surrendered for exchange.

The Authority shall make provision for the exchange of bonds
at the principal office of the Trustee.

Sectiox 206. Title to any coupon bond and to any interest
coupon shall pass by delivery in the same manner as a negotiable
instrument payable to bearer. The Trustee as Bond Registrar shall keep
books for the registration of and for the registration of transfers of
bonds as provided in this Agreement. The transfer of any registered
bond without coupons may be registered only upon the books kept
for the registration of and registration of transfers of bonds upon sur-
render thereof to the Bond Registrar together with an assignment
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duly executed by the registered owner or his attorney or legal rep-
resentative in such form as shall be satisfactory to the Bond Registrar.
Upon any such registration of transfer the Authority shall execute
and the Trustee shall authenticate and deliver in exchange for such
bond a new registered bond or bonds without coupons registered in the
name of the transferee, of any denomination or denominations author-
ized by this Agreement, or, at the option of the transferee, coupon
bonds with coupons attached representing all unpaid interest due or
to become due thereon, in an aggregate principal amount equal to the
principal amount of such registered bond without coupons, of the same
Series and maturity and bearing interest at the same rate.

In all cases in which bonds shall be exchanged or the transfer of
registered bonds without coupons shall be registered hereunder, the
Authority shall execute and the Trustee shall authenticate and deliver
at the earliest practicable time bonds in accordance with the provisions
of this Agreement. All registered bonds without coupons surrendered
in any such exchange or registration of transfer shall forthwith be
cancelled by the Trustee. All coupon bonds and unmatured coupons
surrendered in any such exchange or registration of transfer shall be
retained by the Trustee in its custody. The Authority or the Trustee
may make a charge for every such exchange or registration of transfer
of bonds sufficient to reimburse it for any tax or other governmental
charge required to be paid with respect to such exchange or registra-
tion of transfer, but no other charge shall be made to any bondholder
for the privilege of exchanging or registering the transfer of bonds
under the provisions of this Agreement. Neither the Authority nor
the Trustee shall be required to make any such exchange or registration
of transfer of bonds during the fifteen (15) days immediately preceding
an interest payment date on the bonds or, in the case of any proposed
redemption of bonds, immediately preceding the date of first publica-
tion of notice of such redemption, or after such bond or any portion
thereof has been selected for redemption.

Secrioxn 207. As to any registered bond without coupons, the
person in whose name the same shall be registered shall be deemed
and regarded as the absolute owner thereof for all purposes, and
payment of or on account of the principal of and the interest on
any such bond shall be made only to the registered owner thereof or
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his legal representative. All such payments shall be valid and effectual
to satisfy and discharge the liability upon such bond including the
interest thereon to the extent of the sum or sums so paid. The Author-
ity, the Trustee, the Bond Registrar and the Paying Agents may deem
and treat the bearer of any coupon bond and the bearer of any coupon
appertaining to any coupon bond as the absolute owner of such bond
or coupon, as the case may be, whether such bond or coupon shall be
overdue or not, for the purpose of receiving payment thereof and for
all other purposes whatsoever, and neither the Authority, the Trustee,
the Bond Registrar nor the Paying Agents shall be affected by any
notice to the contrary.

Any person in possession of any coupon bond or of any coupon
appertaining to any coupon bond is hereby authorized to represent
himself as the absolute owner of such bond or coupon, as the case
may be, and is hereby granted power to transfer absolute title thereto
by delivery thereof to a bona fide purchaser for value (present or
antecedent) without notice of prior defenses or equities or claims
of ownership enforceable against his transferor or any person in
the chain of title and before the maturity of such bond. Any regis-
tered owner of any registered hond without coupons is hereby granted
power to transfer absolute title thereto by assignment thereof to a bona
fide purchaser for value (present or antecedent) without notice of
prior defenses or equities or claims of ownership enforceable against
his assignor or any person in the chain of title and before the maturity
of such bond. Every prior holder or owner of any bond or of any
coupon appertaining to any coupon bond shall be deemed to have
waived and renounced all of his equities or rights therein in favor of
every such bona fide purchaser, and every such bona fide purchaser
shall acquire absolute title thereto and to all rights represented thereby.

Secrion 208. Revenue bonds of the Authority may be issued under
and secured by this Agreement, subject to the conditions hereinafter
provided in this Section, from time to time for the purpose of paying
all or any part of the cost of any Improvements, including the repay-
ment of moneys advanced for paying such cost and, if deemed necessary
by the Board, the payment of the interest to accrue on such moneys
advanced to the date of such payment and for providing moneys for
deposit to the credit of the Reserve Account.
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Before any bonds shall be issued under the provisions of this
Section, the Board shall adopt a resolution or resolutions authorizing
the issuance of such bonds, fixing the amount and the details thereof,
describing in brief and general terms the Improvements which are to
be acquired or constructed or which were acquired or constructed from
any moneys to be repaid from the proceeds of such bonds, and specify-
ing the amount, if any, of the proceeds of such bonds to be deposited
to the credit of the Reserve Account. The bonds of each Series issued
under the provisions of this Section shall be designated “Puerto Rico
Water Resources Authority Power Revenue Bonds, Series ... ? (in-
serting a year or a letter to identify the particular Series), shall be in
such denominations, shall be dated, shall bear interest at a rate or
rates not exceeding the maximum rate then permitted by law, shall be
stated to mature on July 1 as to term bonds or annually on January 1
or July 1 or semi-annually on January 1 and July 1 as to serial bonds,
in such year or years, not later than fifty (50) years from their date,
shall be made redeemable at such times and prices (subject to the pro-
visions of Article ITI of this Agreement), shall be numbered, shall have
such Paying Agents, and the term bonds of such Series shall have such
Amortization Requirements, all as may be provided by resolution or
resolutions adopted by the Board prior to the issuance of such bonds.
Except as to any differences in the maturities thereof or the rate or
rates of interest or the provisions for redemption, such bonds shall be
on a parity with and shall be entitled to the same benefits and security
under this Agreement as all other bonds issued under this Agreement.

Conditions of Such bonds shall be executed substantially in the form and manner

and delivery. hereinabove set forth and shall be deposited with the Trustee for
authentication, but before the Trustee shall authenticate and deliver
such bonds there shall be filed with the Trustee the following:

(a) a copy, certified by the Secretary, of the resolution or
resolutions mentioned above;

(b) a copy, certified by the Secretary, of the resolution of
the Board awarding such bonds, specifying the interest rate for -
each of such bonds and directing the authentication and delivery
of such bonds to or upon the order of the purchasers mentioned
therein upon payment of the purchase price therein set forth and
the acerued interest on such bonds

(¢) a certificate, signed by the Executive Director and ap-
proved by the Consulting Engineers, setting forth:
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(1) the amount of the Net Revenues for any twelve (12)
consecutive calendar months out of the eighteen (18) calendar
months immediately preceding the date of the issuance of such
bonds, adjusted to reflect the moneys which would have been
received if the rate schedule in effect on the date of the issu-
ance of such bonds had heen in effect thronghout such twelve
(12) calendar months,

(ii) the amount of the maximum aggregate Principal and
Interest Requirements for any fiscal year thereafter on ac-
count of all 1947 Indenture Bonds then outstanding and all
bonds then outstanding under this Agreement,

(ii1) the amount of the maximum aggregate Principal
and Interest Requirements for any fiscal year thereafter on
account of all 1947 Indenture Bonds then outstanding and all
bonds then outstanding under this Agreement and the bonds
then to be issued hereunder,

(iv) his estimate of the Net Revenues for each of the five
(5) fiscal years immediately following the fiscal year in which
the issuance of such bonds occurs, taking into account the
rate schedule in effect on the date of the issuance of such
bonds and any rate schedule the Authority has covenanted to
put in effect during such five (5) fiscal years,

(v) his estimate of the average annual Net Revenues for
such five (5) fiscal years, taking into account the rate schedules
referred to in item (iv) of this clause (e¢),

(vi) the percentage derived by dividing the amount in
item (1) of this clause (¢) by the amount shown in item (ii) of
said clause, and

(vil) the percentage derived by dividing the amount in
item (v) of this clause (¢) by the amount shown in item (iii)
of said clause;

(d) if any of the 1947 Indenture Bonds are outstanding, a cer-
tificate, signed by the Executive Director and approved by the
Consulting Engineers, to the effect that the sum determined by
the Authority, with the approval of the Consulting Engineers,
as the proper amount to be transterred each month from the
1947 Revenue Fund to the credit of the Renewal and Replace-
ment Fund is not less than one-twelfth (1/12) of the maxi-
mum Principal and Interest Requirements for any fiscal year



Disposition of
bond proceeds.

Issuance of revenue
bonds for any proper
corporate purpose.

Section 208
32

thereafter to and including the fiscal year in which the last matur-

ity of any outstanding 1947 Indenture Bonds occurs on account of

all bonds then outstanding under this Agreement and the bonds
then to be.issued hereunder; and

(e) an Opinion of Counsel stating that all conditions prece-
dent to the delivery of such bonds have been fulfilled.

When the documents mentioned above in this Section shall have
been filed with the Trustee and when the bonds described in the reso-
lutions mentioned in clauses (a) and (b) of this Section shall have been
executed and authenticated as required by this Agreement, the Trustee
shall deliver such bonds at one time to or upon the order of the pur-
chasers mentioned in the resolution mentioned in said clause (b), but
only upon payment to the Trustee of the purchase price of such bonds
and the accrued interest. The Trustee shall be entitled to rely upon
such resolutions as to all matters stated therein. The Trustee, however,
shall not authenticate and deliver- such bonds unless each of the per-
centages shown in items (vi) and (vil) of the certificate mentioned in
clause (¢) of this Section is not less than one hundred twenty per cen-
tum (120%).

The proceeds (excluding accrued interest but including any pre-
mium) of such bonds shall be deposited as is required by the resolution
or resolutions authorizing the issuance of such bonds; provided, how-
ever, that any balance of such proceeds remaining after providing for:
(i) any repayment of moneys advanced to the Authority, including
any payment of interest accrued on such moneys advanced to the date
of such payment, (ii) any deposit to the credit of the Reserve Account,
and (iii) any deposit to the Bond Service Account on account of inter-
est on such bonds in accordance with clause (f) of Section 403 of this
Agreement and (iv) any payment of expenses incident to the financing
shall be paid to the Authority for deposit to the credit of the Construe-
tion Fund.

All moneys received as accrued interest on bonds issued under the
provisions of this Section shall be deposited with the Trustee to the
credit of the Bond Service Account.

Secrrox 209. After the outstanding 1947 Indenture Bonds have
been paid or provision has been made for their payment and the
release of the 1947 Indenture, in addition to any other bonds which
may be issued under the provisions of this Article, revenue bonds
of the Authority may be issued under and secured by this Agreement,
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subject to the conditions hereinafter provided in this Section, from time
to time for any proper corporate purpose of the Authority (other than
for the purpose of refunding outstanding bonds of the Authority or
for the purpose of providing funds to pay any part of the cost of
Improvements or for repaying advances for such purpose).

Before any bonds shall be issued under the provisions of this
Seetion, the Board shall adopt a resolution or resolutions authorizing
the 1ssuance of such bonds, fixing the amount and the details thereof
and setting forth the purpose for which such bonds are to be issued.
The bonds of each Series issued under the provisions of this Section
shall be designated ‘‘Puerto Rico Water Resources Authority Power
Revenue Bonds, Series ... ” (inserting a year or a letter to identify
the particular Series), shall be in such denominations, shall be dated,
shall bear interest at a rate or rates not exceeding the maximum rate
then permitted by law, shall be stated to mature on July 1 as to term
bonds or annually on January 1 or July 1 or semi-annually on January
1 and July 1 as to serial bonds, in such year or years, not later than
fifty (50) vears from their date, shall be made redeemable at such
times and prices (subject to the provisions of Article III of this
Agrecment), shall be numbered, shall have such Paying Agents and the
term bonds of such Series shall have such Amortization Requirements,
all as may be provided by resolution or resolutions adopted by the
Board prior to the issuance of such bonds. Except as to any differences
in the maturities thereof or the rate or rates of interest or the pro-
visions for redemption, such bonds shall be on a parity with and shall
be entitled to the same benefits and security under this Agreement
as all other bonds issued under this Agreement.

Such bonds shall be executed substantially in the form and manner
hereinabove set forth and shall be deposited with the Trustee for
authentication, but before the Trustee shall authenticate and deliver
such bonds there shall be filed with the Trustee the following:

(a) a copy, certified by the Secretary, of the resolution or
resolutions mentioned above;

(b) a copy, certified by the Secretary, of the resolution of
the Board awarding such honds, specifying the interest rate for
each of such bonds and directing the authentication and delivery
of such bonds to or upon the order of the purchasers mentioned

Conditions of
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delivery.
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therein upon payment of the purchase price therein set forth and
. the accrued interest on such bonds;

(e) a certiﬁcéte, signed by the Kxecutive Director and ap-
proved by the Consulting Engineers, setting forth:

(1) the amount of the Net Revenues for any twelve (12)
consecutive calendar months out of the eighteen (18) calendar
months immediately preceding the date of the issuance of
such bonds, adjusted to reflect the moneys which would have
been received if the rate schedule in effect on the date of the
issuance of such bonds had been in effect throughout such
twelve (12) calendar months,

(11) the amount of the maximum aggregate Principal
and Interest Requirements for any fiscal year thereafter on
account of all bonds then outstanding under this Agreement,

(iii) the amount of the maximum aggregate Principal
and Interest Requirements for any fiscal year thereafter on
account of all bonds then outstanding under this Agreement
and the bonds then to be issued hereunder,

(iv) his estimate of the Net Revenues for each of the
five (5) fiscal years immediately following the-fiscal year in:
which the issuance of such bonds occurs, taking into account.
the rate schedule in effect on the date of the issuance of such
bonds and any rate schedule the Awuthority has covenanted.
to put in effect during such five (5) fiscal years,

(v) his estimate of the average annual Net Revenues
for such five (5) fiscal years, taking into account the rate
schedules referred to in item (iv) of this clause (c),

(vi) the percentage derived by dividing the amount in
item (i) of this clause (c¢) by the amount shown in item
(i1) of said clause, and

(vil) the percentage derived by dividing the amount
in item (v) of this clause (¢) by the amount shown in item
(iii) of said clause; and

- (d) an Opinion of Counsel stating that all conditions pre-
cedent to the delivery of such bonds have been fulfilled.
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‘When the documents mentioned above in this Section shall have
been filed with the Trustee and when the bonds described in the
resolutions mentioned in clauses (a) and (b) of this Section shall
have been executed and authenticated as required by this Agreement,
the Trustee shall deliver such bonds at one time to or upon the order
of the purchasers mentioned in the resolution mentioned in said clause
(b), but only upon payment to the Trustee of the purchase price of
such bonds and the accrued interest. The Trustee shall be entitled to
rely upon such resolutions as to all matters stated therein. The
Trustee, however, shall not authenticate and deliver such bonds
unless each of the percentages shown in items (vi) and (vii) of the
certificate mentioned in clause (¢) of this Section is not less than one
hundred twenty per centum (120%).

The proceeds (excluding accrued interest but including any pre-
mium) of such bonds shall be deposited as is required by the resolu-
tion or resolutions authorizing the issuance of such bonds.

All moneys received as accrued interest on bonds issued under
the provisions of this Section shall be deposited with the Trustee to
the credit of the Bond Service Account.

Secrion 210. If at any time the Board shall determine that the
moneys in the Sinking Fund available for such purpose will not be suffi-
cient for paying at their maturity the serial bonds of any Series which
will mature within one year thereafter, revenue refunding bonds of the
Authority may be issued under and secured by this Agreement, subject
to the conditions hereinafter provided in this Section, for the purpose
of providing funds for refunding such bonds and, if deemed necessary
by the Board, for paying the interest to accrue thereon to their matur-
ity and any expenses in connection with such refunding. Before any
bonds shall be issued under the provisions of this paragraph the Board
shall adopt a resolution or resolutions authorizing the issuance of such
bonds, fixing the amount and the details thereof, and describing the
bonds to be refunded. Such revenue refunding bonds shall be deemed
to constitute a part of the term bonds, if any, of such Series and shall
mature at the same time and shall be subject to redemption at the same
times and prices as such term bonds or, in case all the outstanding
bonds of such Series shall be serial bonds, such revenue refunding
bonds shall mature on the 1st day of July in a vear not earlier than one
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year after the last maturing installment of the bonds of such Series
and not later than fifty (50) years from their date, shall be deemed
to be term-bonds of such Series and shall be made redeemable at
such times and prices (subject to the provisions of Article IIT of this
Agreement), all as may be provided by the resolution or resolutions
authorizing the issuance of such bonds. Such revenue refunding bonds
shall be designated, shall be dated and shall bear interest at a rate not
exceeding the maximum rate then permitted by law, all as may be
provided by resolution or resolutions adopted by the Board prior to
the issuance of such bonds.

Revenue refunding bhonds of the Authority may also be issued
under and secured by this Agreement, subject to the conditions herein-
after provided in this Section, from time to time, for the purpose of
providing funds, with any other available funds, for redeeming prior
to their maturity 'or maturities all of the outstanding 1947 Indenture
Bonds, all of the outstanding bonds of any Series or all of the outstand-
ing term bonds of any Series, including the payment of any redemption
premium thereon, and, if deemed necessary by the Board, for paying
the interest to accrue thereon to the date fixed for their redemption
and any expenses in connection with such refunding. Before any bonds
shall be issued under the provisions of this paragraph, the Board shail
adopt a resolution authorizing the issuance of such bonds, fixing the
amount and the details thereof and describing the bonds to be redeemed.
Such revenue refunding bonds shall be designated, shall be in such
denominations, shall be dated, shall bear interest at a rate or rates not
exceeding the maximum rate then permitted by law, shall be stated to
mature on July 1 as to term bonds or annually on January 1 or July 1
or semi-annually on January 1 and July 1 as to serial bonds in such
vear or yvears, not later than fifty (50) years from their date, and shall
be made redeemable at such times and prices (subject to the provisions
of Article III of this Agreement), shall be numbered, shall have such
Paying Agents, and any term bonds of such Series shall have such
Amortization Requirements, all as may be provided by resolution or
resolutions adopted by the Board prior to the issuance of such bonds.
Except as to any differences in the maturities thereof or the rate or
rates of interest or the provisions for redemption, such revenue refund-
ing bonds shall be on a parity with and shall be entitled to the same
benefit and security of this Agreement as all other bonds issued under
this Agreement.
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Revenue refunding bonds issued under the provisions of this
Section shall be executed substantially in the form and manner herein-
above set forth and shall be deposited with the Trustee for authenti-
cation, but before the Trustee shall authenticate and deliver such bonds
there shall be filed with the Trustee the following:

(a) a copy, certified by the Secretary, of the resolution or
resolutions mentioned above;

(b) a copy, certified by the Secretary, of the resolution
adopted by the Board awarding such bonds, specifying the interest
rate for each of such bonds and directing the authentication and
delivery of such bonds fo or upon the order of the purchasers
mentioned therein upon payment of the purchase price therein set
forth and the accrued interest on such bonds;

(¢) in case such bonds are to be issued for the purpose of
providing funds for redeeming all of the outstanding 1947 Inden-
ture Bonds, all of the outstanding bonds of any Series or all of the
outstanding term bonds of any Series at or prior to their maturity
or maturities;

(1) a certificate, signed by the Executive Director, setting
forth (A) the amount of the maximum aggregate Principal
and Interest Requirements for any fiscal year thereafter
on account of all 1947 Indenture Bonds then outstanding and
all bonds then outstanding under this Agreement, and (B)
the amount of the maximum aggregate Principal and Interest
Requirements for any fiscal year thereafter on account of all
1947 Indenture Bonds then outstanding and all bonds to be
outstanding under this Agreement after the issuance of such
revenue refunding bonds and the redemption of the bonds
to be refunded, and

(i1) such documents as shall be required by the Trustee
to show that provision has been made in accordance with
the provisions of the 1947 Indenture or this Agreement, as
the case may be, for the redemption of all of the bonds to be
refunded ; and
(d) an Opinion of Counsel stating that all conditions prece-

dent to the delivery of such bonds have been fulfilled.

When the documents mentioned above in this Section shall have
been filed with the Trustee and when the bonds described in the resolu-
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tions mentioned in clauses (a) and (b) of this Section shall have been
executed and authenticated as required by this Agreement, the Trustee
shall deliver such bonds at one time to or upon the order of the pur-
chasers mentioned in the resolution mentioned in said clause (b), but
only upon payment to the Trustee of the purchase price of such bonds
and the accrued interest. The Trustee shall be entitled to rely upon
such resolution as to all matters stated therein. The Trustee, however,
shall not authenticate and deliver such bonds unless
(I) the proceeds (excluding accrued interest but including
any premium) of such revenue refunding bonds, together with
any moneys to be withdrawn from the Sinking Fund by the
Trustee, and any other moneys which have been made available
to the Trustee, for such purpose as hereinafter provided, or the
principal of and the interest on the investment of such proceeds
or any such moneys, shall be not less than an amount sufficient to
pay the principal of and the redemption premium, if any, on the -
bonds to be refunded and the interest which will become due and
payable on or prior to the date of their payment or redemption,
and the financing costs in connection with such refunding, and
(IT) in case such bonds are to be issued for the purpose of
providing funds for redeeming all of the outstanding 1947 Inden-
ture Bonds, all of the outstanding bonds of any Series or all of
the outstanding term bonds of any Series prior to their maturity
or maturities, either (1) the amount shown in item (B) of the
certificate mentioned in subclause (i) of clause (¢) of this Section
shall be less than the amount shown in item (A) of said certificate
or (2) there shall be filed with the Trustee a certificate, signed by
the Executive Director and approved by the Consulting Engineers,
setting forth
(A) the amount of the Net Revenues for any twelve (12)
consecutive calendar months out of the eighteen (18) calendar
months immediately preceding the date of the issuance of
such bonds, adjusted to reflect the moneys which would have
been received if the rate schedule in effect on the date of the
issuance of such bonds had been in effect throughout such
twelve (12) ecalendar months,
_ (B) his estimate of the Net Revenues for each of the five
" (H) fiscal years immediately following the fiscal year in which
the issuance of such bonds occurs, taking into account the
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rate schedule in effect on .the date of the issmance of such
bonds and any rate schedule the Authority has covenanted to
put in effect during such five (5) fiscal years, and

(C) his estimate of the average annual Net Revenues for
such five (5) fiscal years, taking into account the rate sched-
ules referred to in item (B) above,

and stating that each of the amounts shown in items (A) and (C)

above is mnot less than one hundred twenty per centum (120%)

of each of the amounts shown in items (A) and (B) of the certi-

ficate mentioned in subclause (i) of clause (¢) of this Section.

The proceeds of such revenue refunding bonds shall, to the extent
practicable, be invested and reinvested by the Trustee, with the ap-
proval of the Executive Director, in Government Obligations or in
Time Deposits, secured in the manner set forth in Section 601 of this
Agreement, and the moneys so invested shall be available for use when
required. The income derived from such investments shall be added
to such proceeds and applied in accordance with the provisions of this
Section 210.

Simultaneously with the delivery of such revenue refunding bonds
the Trustee shall withdraw from the Bond Service Account and the
Redemption Account in the Sinking Fund an amount equal to the sum
of the amounts deposited to the eredit of such Accounts under the pro-
visions of Section 507 of this Agreement on account of the interest
which is payable on the bonds to be refunded on the next interest
payment date of such bonds and on account of the next maturing in-
stallment of principal of or the eurrent Amortization Requirement for
the bonds to be refunded, but no such withdrawal shall be made on
account of any deposits to the credit of the Reserve Account in the
Sinking Fund. The amount so withdrawn, the proceeds (excluding
accerued interest but including any premium) of such revenue refunding
bonds and any other moneys which have been made available to the
Trustee for such purpose, shall be held by the Trustee or deposited
with the Paying Agents to be held in trust for the sole and exclusive
purpose of paying such principal, redemption premium and interest;
provided, however, that such portion of the proceeds of such revenue
refunding bonds as is specified by the Executive Director in a certifi-
cate filed with the Trustee shall be paid to the Authority to be used
for the payment of expenses incident to the financing. Any part of
the proceeds of such revenue refunding bonds which are not needed for
the purpose of paying the prinecipal of and the redemption premium,
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if any, on the bonds to be refunded or any expenses in connection with
such refunding shall be deposited with the Trustee to the credit of the
Bond Service Account in the Sinking Fund. The amount received as
accrued interest on such revenue refunding bonds shall be deposited
with the Trustee to the credit of the Bond Service Account in the
Sinking Fund.

Secriox 211. Until definitive bonds of any Series are ready for
delivery, there may be executed, and upon request of the Authority
the Trustee shall authenticate and deliver, in lieu of definitive bonds
and subject to the same limitations and conditions, temporary printed,
typewritten, engraved or lithographed bonds, in the form of either
coupon bonds in such denominations, with or without coupons, or regis-
tered bonds without coupons in such denominations, or both, or in the
form of a single registered bond without coupons in a denomination
equal to the aggregate principal amount of such definitive bonds and
payable in installments corresponding to the maturities of such defini-
tive bonds, with payment record attached for the notation of payments
of such installments and interest, without presentation and surrender
of such single registered bond, as the Authority by resolution may
provide, substantially of the tenor hereinabove set forth and with such
appropriate omissions, insertions and variations as may be required.

Until definitive bonds of any Series are ready for delivery, any
temporary bond of such Series may, if so provided by the Authority
by resolution, be exchanged at the principal office of the Trustee,
without charge to the holder thereof, for an equal aggregate principal
amount of temporary coupon bonds or of temporary registered bonds
without coupons or both, of like tenor, of the same Series and maturity
and bearing interest at the same rate.

If temporary bonds shall be issued, the Authority shall cause the
definitive honds to be prepared and to be executed and delivered to the
Trustee, and the Trustee, upon presentation to it at its principal office
of any temporary bond accompanied by all unpaid coupons, if any,
shall cancel the same and authenticate and deliver in exchange there-
for at the place designated by the holder, without charge to the holder
thereof, a definitive bond or bonds of an equal aggregate principal
amount, of the same Series and maturity and bearing interest at the
same rate as the temporary bond surrendered. Upon any such ex-
change all coupons appertaining to definitive coupon bonds and repre-
senting interest theretofore paid shall be detached and cancelled by the
Trustee. Until so exchanged the temporary bonds shall in all respects
be entitled to the same benefit and security of this Agreement as the
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definitive bonds to be issued and authenticated hereunder. Interest
on temporary coupon bonds, when due and payable, if the definitive
bounds shall not be ready for exchange, shall be paid on presentation
of such temporary coupon bonds and notation of such payment shall
be endorsed thereon, or such interest shall be paid upon the surrender
of the appropriate coupons if coupons representing such interest shall
be attached to such temporary bonds. No charge for taxes or govern-
mental charges shall be made against the holder upon an exchange
of a temporary bond for a definitive bond.

StcrioNn 212. In case any bond secured hereby shall become muti-
lated or be destroyed or lost, the Authority shall cause to be executed,
and the Trustee shall authenticate and deliver, a new bond of like date
and tenor in exchange and substitution for and upon the cancellation
of such mutilated bond and its interest coupons, if any, or in lieu of
and in substitution for such bond and its coupons, if any, destroyed
or lost, upon the holder’s paying the reasonable expenses and charges
of the Authority and the Trustee in connection therewith and, in the
case of a bond destroyed or lost, his filing with the Trustee evidence
satisfactory to it and to the Awuthority that such bond and coupons, if
any, were destroyed or lost, and of his ownership thereof, and furnish-
ing the Authority and the Trustee with indemnity satisfactory to them.

ARTICLE 1II
RepEmpriON OF BONDS.

Secriox 301. The bonds of any Series issued under the provisions
of this Agreement shall be made subject to redemption, both in whole
and in part and at such time and prices, as may be provided by resolu-
tion adopted by the Awuthority prior to the issuance of such bonds;
provided, however, that term bonds shall be made subject to redemp-
tion to the extent of any Amortization Requirements therefor on July 1
immediately following each year in which there is an Amortization
Requirement in respect of such bonds.

If less than all of the bonds of any one maturity of a Series shall
be called for redemption, the particular bonds or portions of registered
bonds without coupons to be redeemed from such Series and maturity
shall be seleeted by the Trustee in such manner as the Trustee in
its discretion may determine; provided, however, that the portion
of any registered bond without coupons to be redeemed shall be in the
principal amount equal to the lowest denomination of coupon bonds
of such Series or some multiple thereof, and that, in selecting bonds
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for redemption, the Trustee shall treat each registered bond without
coupons as representing that number of eoupon bonds which is obtained
by dividing the principal .amount of such registered bond without
coupons by the amount of the lowest denomination of coupon bonds
of such Series.

Secrron 302. At least thirty (30) days before the redemption
date of any bonds the Trustee shall cause a notice of any such redemp-
tion, either in whole or in part, signed by the Trustee, (a) to be pub-
lished once in a daily newspaper of general circulation published in
the Municipality of San Juan, Puerto Rico, and in a daily newspaper
of general circulation or a financial journal published in the Borough
of Manhattan, City and State of New York, (b) to be filed with the
Paying Agents, and (¢) to be mailed, postage prepaid, to all registered
owners of bonds or portions of bonds to be redeemed at their addresses
as they appear on the registration books hereinabove provided for,
but failure so to file or mail any such notice shall not affect the validity
of the proceedings for. such redemption. Each such notice shall set
forth the date fixed for redemption, the redemption price to be paid
and, if less than all of the bonds of any one maturity of a Series then
outstanding shall be called for redemption, the distinctive numbers
and letters, if any, of such bonds to be redeemed and, in the case of -
registered bonds without coupons to be redeemed in part only, the .
portion of the prineipal amount thereof to be redeemed. In case any
registered bond without coupons is to be redeemed in part only, the
notice of redemption which relates to such bond shall state also that
on or after the redemption date, upon surrender of such bond, a new
bond or bonds of the same Series and maturity, bearing interest at
the same rate and in principal amount equal to the unredeemed portion
of such bond will be issued.

Secrrox 303. On the date so designated for redemption, notice
having been published in the manner and under the conditions herein-
above provided, the bonds or portions of registered bonds without
coupons so called for redemption shall become and be due and payable
at the redemption price provided for redemption of such bonds or
portions of bonds on such date, and, if moneys for payment of the
redemption price and the acerued interest are held in separate accounts
by the Trustee or by the Paying Agents in trust for the holders of the
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bonds or portions thereof to be redeemed, as provided in this Agree-
ment, interest on the bonds or portions of bonds so called for redemp-
tion shall cease to accrue, the coupons for interest on any coupon bonds
so called for redemption payable subsequent to the redemption date
shall be void, such bonds or portions of bonds shall cease to be entitled
to any benefit or security under this Agreement, and the holders or
registered owners of such bonds or portions of bonds shall have no
rights in respect thereof except to receive payment of the redemption
price thereof and the accrued interest and, to the extent provided in
Section 305 of this Article, to receive bonds for any unredeemed
portions of registered bonds without coupons.

Secrion 304. All unpaid coupons which appertain to coupon
bonds so called for redemption and which shall have become due and
payable on or prior to the date of redemption designated in such notice
shall continue to be payable to the bearers severally and respectively
upon the presentation and surrender of such coupons.

Secrion 305. In case part but not all of an outstanding registered
bond without coupons shall be selected for redemption, the registered
owner thereof or his attorney or legal representative shall present and
surrender such bond to the Trustee for payment of the principal
amount thereof so called for redemption, and the Authority shall
execute and the Trustee shall authenticate and deliver to or upon the
order of such registered owner or his legal representative, without
charge therefor, for the unredeemed portion of the principal amount
of the registered bond without coupons so surrendered, either coupon
bonds or a registered bond or bonds without coupons, at the option of
such registered owner or his attorney or legal representative, of the
same Series and maturity, bearing interest at the same rate and of
any denomination or denominations authorized by this Agreement.

Secrion 306. Coupon bonds so redeemed and all unmatured
coupons appertaining thereto, and registered bonds without coupons
so presented and surrendered, shall be cancelled upon the surrender
thereof.

Secrion 307. Bonds and portions of bonds which have been duly
called for redemption under the provisions of this Article, or with
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respect to which irrevocable instructions to call for redemption at the
earliest redemption date have been given to the Trustee in form satis-
factory to it, and for the payment of the redemption price and the
accrued interest of which sufficient moneys, or Government Obligations
or Time Deposits secured in the manner set forth in Section 601 of
this Agreement, shall be held in separate accounts by the Trustee or
by the Paying Agents in trust for the holders of the bonds or portions
thereof to be redeemed, all as provided in this Agreement, shall not
thereafter be deemed to be outstanding under the provisions of this
Agreement.

ARTICLE IV.

Custopy AND APPLICATION OF PROCEEDS OF BONDs.

Construction Fund. Secrion 401. A special fund is hereby created and designated
“‘Puerto Rico Water Resources Authority Power System Consfruction
Fund’’ (herein sometimes called the ‘‘Construction Fund’’), to the
credit of which such deposits shall be made as are required by the
provisions of Section 208 of this Agreement. There shall also be
deposited to the credit of the Construction Fund any moneys received
from any other source for paying any portion of the cost of any
Improvements. One or more separate accounts may be created in
the Construction Fund for use for specified projects.

The moneys in the Construction Fund shall be held by the Auth-
ority in trust, separate and apart from all other funds of the Authority,
and shall be applied to the payment of the cost of any Improvements
and, except for any moneys in separate accounts in the Construction
Fund received from the United States Government or any agency
thereof or from the Commonwealth of Puerto Rico or any agency
thereof, pending such application, shall be subject to a lien and charge
in favor of the holders of the bonds issued and outstanding under this
Agreement and for the further security of such holders until paid out
or transferred as herein provided.

Payments from Sectiox 402. Payment of the cost of any Improvements shall be
ConstructionFund: pade from the Construetion Fund as herein provided. Moneys in the
Construction Fund shall be disbursed by check, voucher, order, draft,
certificate or warrant signed by the Executive Director or by any
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officer or employee of the Authority designated by him for such
purpose.

Secrron 403. For the purposes of this Article, the cost of any
Improvements shall embrace the cost of acquisition or construction and
equipment and all other items of cost incident to such acquisition and
construction and equipment and the financing thereof, and shall
include, without intending thereby to limit or restriect any proper
definition of such cost under the provisions of law or this Agreement,
the following:

(a) obligations incurred for labhor and materials and to
contractors, builders and materialmen in connection with the con-
struction of any Improvements;

(b) the cost of acquiring by purchase, if such purchase shall
be deemed expedient, and the amount of any award or final judg-
ment in or any settlement or compromise of any proceeding to
acquire by condemnation, such property, lands, rights, rights of
way, franchises, easements and other interests in land constituting
a part of, or as may be deemed necessary or convenient for the
construction of any Improvements, options and partial payments
thereon, the cost of filling, draining or improving any lands so
acquired, and the amount of any damages incident to or conse-
quent upon the construction of any Improvements;

(e) the fees and expenses of the Trustee for its services under
Article T1 of this Agreement, including its services in connection
with the acceptance of the trusts hereby created, legal expenses
and fees, fees and expenses of consultants, financing charges, cost
of preparing and issuing the bonds, taxes or other municipal or
governmental charges lawfully levied or assessed during construe-
tion upon any Improvements, and premiums on insurance in con-
nection with any Improvements during construction;

(d) fees and expenses of architects or engineers for making
studies, surveys and testing, for preparing plans and specifications
and supervising construction, as well as for the performance of all
other duties of architects or engineers set forth herein in relation
to the construction of any Improvements;

(e) expenses of administration properly chargeable to any
Improvements and all other items of expense not elsewhere in

Items of cost.
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this Section specified, incident to the acquisition or construction
and equipment of any Improvements;

(f) interest on the bonds prior to and during construction of
the Improvements financed by such bonds and for such period after
completion of such construction as the Authority may determine,
if then permitted by law; and

g) any obligation or expense heretofore or hereafter incurred
by the Authority and any amounts heretofore or hereafter advanced
by the Commonwealth of Puerto Rico or any agency thereof or by
the United States Government, or from any other source, for any
of the foregoing purposes.

Sectiox 404. The Authority covenants that no disbursement will
be made for the purchase price or cost of any electrie system or portion
thereof, or any lands, buildings, franchises, licenses, easements or
rights of way, unless and until counsel for the Authority shall have
rendered his written opinion to the Authority to the effect that the
Authority either has or will have immediately upon such disbursement
(by reason of the prior or simultaneous delivery of proper instruments
of conveyance and transfer mentioned in such opinion) title thereto
sufficient for the purposes of the System.

ARTICLE V.

Revenues axnp Fuxnops.

Secriox 501. The Authority covenants that it will continue to
render bills for the services and facilities furnished by the System on
a monthly or bi-monthly basis until such time as the Authority shall
deem it advisable to change the period covered by such bills, and that
it will establish and enforce reasonable regulations in relation to the
collection of such bills. -

Secrron 502. The Authority further covenants that it will at all
times fix, charge and collect reasonable rates and charges for the use
of the services and facilities furnished by the System and that from
time to time, and as often as it shall appear necessary, it will adjust
such rates and charges so that the Revenues will at all times be
sufficient
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(A) until the outstanding 1947 Indenture Bonds have been
paid or provision has been made for their payment and the release
of the 1947 Indenture:

(a) to pay the Current Expenses of the System, and

(b) to provide the greater of (i) the amount equal to one
hundred twenty per centum (120%) of the aggregate Prineci-
pal and Interest Requirements for the next fiscal year on
account of all 1947 Indenture Bonds then outstanding and all
bonds then outstanding under this Agreement, reduced by any
amount deposited to the credit of the Bond Service Account
from the proceeds of bonds to pay interest to accrue thereon
in such fiscal year, or (ii) the amount required to make the
deposits, transfers and payments mentioned in items (1)
through (4), inclusive, below:

(1) to make the deposits to the credit of the 19417
Sinking Fund which are required to be made in each fiscal
year under the provisions of Section 507 of the 1947
Indenture,

(2) to make the deposits to the credit of the General
Reserve Flund which are required to be made in each fiscal
year under the provisions of Section 511 of the 1947
Indenture,

(3) to make the transfers to the credit of the Renewal
and Replacement Fund which are required to be made in
each fiscal year under the provisions of Section 512 of the
1947 Indenture, and

(4) to make the payments which are required to be
made in each fiscal year under the provisions of clause (a)
of Section 513 of the 1947 Indenture, and

(B) after the outstanding 1947 Indenture Bonds have been
paid or provision has been made for their payment and the release
of the 1947 Indenture:

(a) to pay the Current Expenses of the System, and
(b) to provide an amount at least equal to one hundred
twenty per centum (120%) of the aggregate Principal and

Interest Requirements for the next fiscal year on account of

all the bonds then outstanding under this Agreement, reduced
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by any amount deposited to the credit of the Bond Service
Account from the proceeds of bonds to pay interest to accrue
thereon in such fiscal year.

The Authority further covenants that if at any time the Revenues
shall not be sufficient to make such deposits, transfers and payments,
it will revise the rates and charges for the services and facilities fur-
nished by the System and, if necessary, it will revise its regulations
in relation to the collection of bills for such services and facilities, so
that such deficiency will be made up before the end of the next ensuing
fiscal year. Should any deficiency not be made up in such next ensuing
fiscal year, the requirement therefor, except as to the payments which
are required to be made in such fiscal year under subclause (4) of
clause (b) of paragraph (A) of this Section, shall be cumulative and
the Authority shall continue to revise such rates until such deficiency
shall have been completely made up.

Forthwith upon the adoption of any revision of rates and charges
the Authority shall cause certified copies thereof to be filed with the
Trustee.

In the event that the Authority shall fail to adjust the schedule of
rates and charges in accordance with the provisions of this Section, the
Trustee, without regard to whether an event of default, as defined in
Article VIII of this Agreement, shall have occurred, shall, upon the
request of the holders of not less than ten per centum (10%) in princi-
pal amount of all bonds then outstanding and upon being indemnified
to its satisfaction, institute and prosecute in a court of competent juris-
diction an appropriate suif, action or proceeding to compel the Author-
ity to adjust such schedule in accordance with the requirements of this
Section, and the Authority covenants that it will adopt and charge
rates and charges in compliance with any judgment, order or decree
entered in any such suit, action or proceeding.

Section 503. A special fund is hereby created and designated the
“Puerto Rico Water Resources Authority General Fund’’ (herein
sometimes called the ‘‘General Fund”). The Authority covenants that,
after the outstanding 1947 Indenture Bonds have been paid or pro-
vision has been made for their payment and the release of the 1947
Indenture, all Revenues, other than income from investments made
under the provisions of this Agreement, will be deposited as received
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in the name of the Authority with a qualified depositary or depositaries
to the credit of the General Fund and applied in accordance with the
provisions of this Article.

Secrion 504. The Authority covenants that on or before the 15th
day of May in each year the Board will cause to be prepared and will
adopt and file with the Secretary, with the Trustee and with the
Consulting Engineers a proposed budget of Current Expenses and of
Capital Expenditures for the ensuing fiscal year.

The Authority further covenants that such proposed budget of
Current Expenses will be prepared in such manner as to segregate,
in so far as advisable, the accounts in respect of the different classes
of operations, projects, undertakings and activities of the Authority
and will be prepared on the basis of monthly requirements so that it
will be possible to determine from the budget the Current Expenses
for each month during the fiscal year, that it will comply with any
reasonable request of the Consulting Engineers as to the classifications
in which such budget shall be prepared, and that such proposed budget
of Capital Expenditures will show separately (a) so long as any 1947
Indenture Bonds are outstanding, the amount to be expended during
such fiscal year from moneys deposited or transferred to the credit of
the Renewal and Replacement Fund, including a separate statement
as to the amount to be withdrawn from said Fund under the provisions
of Section 507 of this Agreement, (b) the amount to be expended during
such fiscal year from moneys deposited to the credit of the Construc-
tion Fund and, so long as any 1947 Indenture Bonds are outstanding,
the 1947 Counstruction Fund, and (¢) the amount of the working cash
funds required for each month during such fiscal year.

The Authority further covenants that on the 1st day of June of
each year, or on the first business day thereafter, it will hold a public
hearing at its office in the Municipality of San Juan, Puerto Rico, on
the proposed budget for the ensuing fiscal year, at which any bond-
holder, any consumer or any other interested person may appear, in
person or by agent or attorney, and present any objections he may
have to such proposed budget, and that promptly after each such
public hearing and, in any event, on or before the first day of the next
ensuing fiscal year the Board will finally adopt the annual budget of
Current Expenses and Capital Expenditures for such fiscal year
(which budget, together with any amendment thereof or supplement

Annual Budget.
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thereto as hereinafter permitted, is herein sometimes called the ‘‘An-
nual Budget’’). The Authority covenants that the total expenditures
provided for in the Annual Budget of Current Expenses will not
exceed the total expenditures set forth in the proposed budget unless
such excess shall be approved by the Consulting Engineers, and that
before adopting the budget of Capital Expenditures it will receive and
consider the Consulting Engineers’ advices and recommendations with
respect thereto.

If for any reason the Board shall not have adopted the Annual
Budget before the first day of any fiscal year, the proposed budget for
such fiscal year, if approved by the Consulting Engineers, or, if there
is none so approved, the budget for the preceding fiscal year, shall,
until the adoption of the Annual Budget, be deemed to be in force and
shall be treated as the Annual Budget under the provisions of this
Article; provided, however, that, so long as any 1947 Indenture Bonds
are outstanding, the amounts provided for in the Annual Budget to be
transferred from the 1947 Revenue Fund to the Renewal and Replace-
ment Fund shall not be less than the amount set forth in the most
recent certificate of the Iixecutive Director filed with the Trustee pur-
suant to clause (d) of Section 208 of this Agreement.

The Board may at any time cause to be prepared and may file with
the Secretary, with the Trustee and with the Consulting Engineers,
and the Board may thereafter adopt, after receiving the approval of
the Consulting Engineers, an amended or supplemental Annual Budget
for the then current fiscal year.

Application of moneys Secrion 505. The Authority covenants that moneys in the Gen-
e e eral Fund will be used first for the payment of the Current Expenses
of the System, that such expenses will not exceed an amount which is

reasonable and necessary for maintaining, repairing and operating

the System in an efficient and economical manner, and that the total

amount of Current Fxpenses in any fiscal year will not exceed the

amount provided therefor in the Annual Budget for such fiscal year

or any amendment thereof or supplement thereto unless such expenses

shall be required by conditions beyond the control of the Authority

happening during such fiscal year and which could not reasonably have

been contemplated at the time of the adoption of the Annual Budget.

If at any time the total amount theretofore expended during any fiscal
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yvear for Current Expenses shall exceed the total amount provided in
the Annual Budget for Current Expenses for such fiscal year, the
Authority covenants that it will report in writing the amount of such
excess and the reason or reasons therefor to the Consulting Engineers
and to the Trustee as soon as practicable but not later than the last
day of the sixth month following the month in which such excess shall
have occurred.

Sectiox 506. A special fund is hereby created and designated the
‘“‘Puerto Rico Water Resources Authority Power Revenue Fund”
(herein sometimes called the ‘‘Revenue Fund’’). After the outstanding
1947 Indenture Bonds have been paid or provision has been made for
their payment and the release of the 1947 Indenture, the Treasurer
shall transfer, on or before the 15th day of each month, from the
General Fund to the credit of the Revenue Fund an amount equal to
the amount of all moneys held for the credit of the General Fund on the
Jast day of the preceding month less such amount to be held as reserve
for Current Expenses as the Treasurer may determine but not more
than one-sixth (1/6) of the amount shown by the Annual Budget to
be necessary for Current Kxpenses for the current fiscal year, such
transfer to be made on the books of the Authority as of the close of
the preceding month. The Authority covenants that all moneys to the
credit of the Revenue Fund will be applied to the purposes and in the
order set forth in this Article.

Section 507. A special fund is hereby created and designated
the “Puerto Rico Water Resources Authority Power Revenue Bonds
Interest and Sinking Fund’’ (herein sometimes called the ‘‘Sinking
Ifund’?). There are hereby created three separate accounts in the Sink-
ing Fund designated ‘‘Bond Service Account’’, ‘‘Reserve Account’’
and ‘‘Redemption Account’’, respectively. Another special fund is
hereby created and designated ‘‘Puerto Rico Water Resources Author-
1ty Reserve Maintenance Fund’’ (herein sometimes called the ‘‘Reserve
Maintenance Fund’’). On or before the last day of the month during
which the first Series of bonds shall be issued under the provisions of
Section 208 of this Agreement and on or before the 25th day of each
month thereafter, (i) until the outstanding 1947 Indenture Bonds have
been paid or provision has been made for their payment and the release
of the 1947 Indenture it shall be the duty of the Executive Director or
any officer or employee of the Authority designated by him for such
purpose to withdraw from the Renewal and Replacement Fund, and

Revenue Fund.

Sinking Fund.

Bond Service
Account, Reserve
Account and
Redemption Account.

Reserve Maintenance
Fund.
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(ii). after the outstanding 1947 Indenture Bonds have ‘been paid or
provision has been made for their payment and the release of the 1947
Indenture it shall be the duty of the Treasurer to withdraw from the
Revenue Fund, all of the moneys then held to the eredit of such Fund
and deposit the moneys so withdrawn to the credit of the following
Accounts and Fund in the following order:

(a) to the credit of the Bond Service Account, such amount
thereof (or the entire sum so withdrawn if less than the required
amount) as may be required to make the total amount then to the
credit of the Bond Service Account equal to the sum of (i) the
amount of.interest then or to become within the next ensuing six
(6) months due and payable on the bonds of each Series then
outstanding, (ii) the amount of principal of the serial bonds of
each Series then or to become within the next ensuing six (6)
months due and payable, and (ii1) one-half of the amount of prin-
cipal of the serial bonds of each Series to become due and payable
following such next ensuing six (6) months and within the next
ensuing twelve (12) months;

(b) to the credit of the Redemption Account, such amount, if
any, of-any balance remaining after- making the deposit under
clause (a) above (or the entire balance if less than the required
amount) as may be required to make the amount deposited in the
then current fiscal year to the credit of the Redemption Account
equal to one-half of, if such deposit is made on or prior to Decem-
ber 31 in such fiscal vear, and all of, if such deposit is made after
December 31 in such fiscal year, the Amortization Requirements,
if any, for such fiscal vear for the term bonds of each Series then
outstanding, plus the premiums, if any, on such principal amount
‘of term bonds which would be payable in such fiscal year if such
principal aimount of term bonds were to be redeemed prior to their
respective maturities from moneys held for the credit of the Sink-
ing Fund; -

(c) tothe credit of the Reserve Account, such amount, if any,
of any balance remaining after making the deposits under clauses
(a) and (b) above (or the entire balance if less than the required
amount) as may be required to make the amount then to the credit
of the Reserve Account equal to the interest payable on the bonds
of each Series issued hereunder within the next ensuing twelve
(12) months; provided, however, that the amount so deposited in
any month in respect of bonds of any Series issued under Sections
208 or 209 of this Agreement need not exceed one-gixtieth (1/60)
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of the amount of the increase in the interest payable within the
next ensuing twelve (12) months resulting from the issuance of the
bonds of such Series; provided, however, that if the amount so
deposited in any month to the ecredit of said Account shall be
less than the required amount for such month, the requirement
therefor shall nevertheless be cumulative and the amount of any
deficiency in any month shall be added to the amount otherwise
required to be deposited in each month thereafter until such time
as such deficiency shall have been made up; and

(d) after the outstanding 1947 Indenture Bonds have been
paid or provision has been made for their payment and the release
of the 1947 Indenture, to the credit of the Reserve Maintenance
Fund, such amount, if any, of any balance remaining after making
the deposits under clauses (a), (b) and (¢) above (or the entire
balance if less than the required amount) as may be required to
make the amount deposited in such month to the credit of the
Reserve Maintenance Fund equal to the amount recommended by
the Consulting Engineers, as provided by Section 706 of this
Agreement, to be deposited to the credit of said Fund during such
month; provided, however, that if the amount so deposited to the
credit of said Fund in any month shall be less than the amount
recommended by the Consulting Engineers, the requirement there-
for shall nevertheless be cumulative and the amount of any such
deficiency in any month shall be added to the amount otherwise
required to be deposited in each month thereafter until such time
as such deficiency shall have been made up, unless such require-
ment shall have bheen modified by the Consulting  Engineers in
writing, a signed copy of such modification to be filed with the
Authority.

Until the 1947 Indenfure Bonds have been paid or provision has
heen made for their payment and the release of the 1947 Indenture, any
balance remaining after making the deposits under clauses (a), (b)
and (c¢) above shall be transferred to the Renewal and Replacement
Fund. After the outstanding 1947 Indenture Bonds have been paid or
provision has been made for their payment and the release of the
1947 Indenture, any balance remaining after making the deposits under
clauses (a), (b), (¢) and (d) above may be used for any lawful purpose
of the Authority.

The moneys in the Sinking Fund shall be held by the Trustee in
trust, and the moneys in the Reserve Maintenance Fund shall be held
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by the Authority in trust, separate and apart from all other funds of
the Authority, and shall be applied as hereinafter provided with respect
to such Funds and, pending such application, shall be subject to a lien
and charge in favor of the holders of the bonds issued and outstanding
under this Agreement and for the further security of such holders
until paid out or transferred as herein provided.

Secrioxn 508. At such time as the outstanding 1947 Indenture
Bonds shall be paid or provision shall be made for their payment and
the Trustee under the 1947 Indenture shall have released the 1947
Indenture, all moneys (other than moneys held for the redemption or
payment of bonds and coupons), including any obligations purchased
as an investment of such moneys, then held for the credit of the special
funds and accounts created under the provisions of the 1947 Indenture
shall be withdrawn and deposited to the credit of the special funds and
accounts created under the provisions of this Agreement, as follows:

1947 Indenture Agreement
Construetion Fund Construetion Fund
General Fund ' General Fund
Revenue Fund : Revenue Fund
Sinking Fund, including : Reserve Account in

Reserve Account : Sinking Fund
General Reserve Fund General Fund
Renewal and Replacement Fund - General Fund

At the same time the Authority shall withdraw all moneys then
held to the credit of the Construction Fund revolving fund under the
provisions of the 1947 Indenture and deposit such moneys to the credit
of the Construction Fund under the provisions of this Agreement.

Secriox 509. The Trustee shall, on the business day immediately
preceding each interest payment date, withdraw from the Bond Service
Account and (a) remit by mail to each owner of registered bonds with-
out coupons the amounts required for paying the interest on such bonds
as such interest becomes due and payable and (b) set aside or deposit
in trust with the Paying Agents the amounts required for paying the
interest on the coupon bonds as such interest becomes due and payable
and the principal of all serial bonds as such principal becomes due and
payable. '
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Secrioxy 510. Moneys held for the credit of the Reserve Account
shall first be used for the purpose of paying interest on the bonds and
maturing prinecipal of the serial bonds whenever and to the extent that
the moneys held for the credit of the Bond Service Account shall be
insufficient for such purpose and thereafter for the purpose of making
deposits to the credit of the Redemption Account pursuant to the
requirements of clause (b) of Section 507 of this Agreement wherever
and to the extent that the withdrawals from the Renewal and Replace-
ment Flund or the Revenue Fund, as the case may be, are insufficient
for such purpose. If at any time the moneys held for the credit of the
Reserve Account shall exceed interest payable within the next ensuing
twelve (12) months, on the bonds of each Series issued hereunder, such
excess shall be transferred to the credit of the Bond Service Account.

Secrioy 511. Moneys held for the credit of the Redemption
Account shall be applied to the retirement of bonds issued under the
provisions of this Agreement as follows:

(a) Subject to the provisions of paragraph (e¢) of this Sec-
tion, the Trustee shall endeavor to purchase bonds or portions of
bonds secured hereby and then outstanding, whether or not such
bonds or portions shall then be subject to redemption, at the most
advantageous price obtainable with reasonable diligence, such
price not to exceed the principal of such bonds plus the amount of
the premium, if any, which would be payable on the next redemp-
tion date to the holders of such bonds under the provisions of
Article IIT of this Agreement if such bonds or portions of bonds
should be called for redemption on such date from the moneys in
the Sinking Fund. The Trustee shall pay the interest acerued on
such bonds or portions of bonds to the date of settlement therefor
from the Bond Service Account and the purchase price from the
Redemption Account, but no such purchase shall be made by the
Trustee within the period of forty-five (45) days immediately
preceding any interest payment date on which such bonds are
subject to call for redemption under the provisions of this Agree-
ment except from moneys other than the moneys set aside or
deposited for the redemption of bonds.

(b) Subject to the provisions of paragraph (¢) of this Sec-
tion, the Trustee shall call for redemption on each interest pay-
ment date on which bonds are subject to redemption from moneys

Application of
moneys in
Reserve Account.

Application of
moneys in
Redemption Account.

Purchase of bonds.

Redemption of bonds. -
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in the Sinking Fund such amount of bonds or portions of bonds
then subject to redemption as, with the redemption premium, if
any, will exhaust the moneys then held for the credit of the Re-
demption Account as nearly as may be; provided, however, that
not less than One Hundred Thousand Dollars ($100,000) princi-
pal amount of bonds shall be called for redemption at any one
time. Such. redemption shall be made pursuant to the provisions
of Article IIT of this Agreement. Prior to calling bonds or por-
tions of bonds for redemption the Trustee shall withdraw from
the Bond Service Account and from the Redemption Account and
set aside in separate accounts or deposit with the Paying Agents
the respective amounts required for paying the interest on, and
the principal and redemption premium of, the bonds or portions of
bonds so called for redemption.

(¢) Moneys in the Redemption Account shall be applied by
the Trustee in each fiscal year to the retirement of bonds of each
Series then outstanding in the following order:

first, the term bonds of each such Series to the extent of
the Amortization Requirement, if any, for such fiscal year for
the term bonds of each such Series then outstanding, plus the
applicable premium, if any, and, if the amount available in
such fiscal year shall not be equal thereto, then in proportion
to the Amortization Requirement, if any, for such fiscal year -
for the term bonds of each such Series then outstanding, plus
the applicable premium, if any;

second, any balance then remaining shall be applied to
the purchase of any bonds secured hereby and then outstand-
ing whether or not such bonds shall then be subject to redemp-
tion, in accordance with the provisions of paragraph (a) of
this Section;

third, any balance then remaining shall be applied to the
redemption of the term bonds of each such Series in propor-
tion to the Amortization Requirement, if any, for such fiscal
year for the term bonds of each such Series then outstanding,
plus the applicable premium, if any; and

“fourth, after the retirement of all term bonds, any balance
still remaining shall be applied to the retirement of the serial
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honds of each Series in proportion to the aggregate prinecipal
amount of the serial bonds of each such Series originally
issued under the provisions of this Agreement.

Until the outstanding 1947 Indenture Bonds have been paid or pro-
vision has been made for their payment and the release of the 1947
Indenture, the Authority shall pay from the Renewal and Replacement
Fund all expenses in connection with any such purchase or such re-
demption; thereafter all such expenses shall be paid from the Revenue
Fund.

SectioN 512. Except as hereinafter provided in this Section and
in Section 707 of this Agreement, moneys held for the credit of the
Reserve Maintenance Fund shall be disbursed only for the purpose
of paying the cost of unusual or extraordinary maintenance or repairs,
maintenance or repairs not recurring annually and renewals and re-
placements, including major items of equipment. Such disbursements
shall be made in accordance with the provisions of Section 402 of this
Agreement for payments from the Construction Fund.

If at any time moneys held for the ‘credit of the Bond Service
Account and the Reserve Account shall be insufficient for the purpose
of paying the interest on all bonds and the principal of the serial bonds
as such interest and principal become due and payable, then the
Authority shall transfer from any moneys held for the credit of the
Reserve Maintenance Fund to the credit of the Bond Service Account
an amount sufficient to make up any such deficiency. If at any time
the moneys held for the credit of the Redemption Account and the
Reserve Account shall be insufficient for the purpose of providing funds
for the retirement of term bonds to the extent of the Amortization
Requirements therefor at the end of any fiscal year, then the Authority
shall transfer from any moneys held for the credit of the Reserve
Maintenance Fund an amount sufficient to make up any such deficiency;
provided, however, that no such transfer shall be made unless the
moneys then held for the credit of the Bond Service Account are at least
equal to the maximum requirement therefor under clause (a) of
Section 507 of this Agreement. Any moneys so transferred from the
Reserve Maintenance Fund shall be restored by the Authority from
available moneys in the Revenue Fund, subject to the same conditions
as are prescribed for deposits to the credit of the Reserve Maintenance
Fund under the provisions of Section 507 of this Agreement.

Use of moneys
in Reserve
Maintenance Fund.
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Sectron 513. Subject to the terms and conditions set forth in this
Agreement, moneys held for the credit of the Bond Service Account,
the Reserve Account and the Redemption Account shall be held in trust
and disbursed by the Trustee for (a) the payment of interest on the
bonds issued hereunder as such interest becomes due and payable, or
(b) the payment of the principal of such bonds at their respective
maturities, or (¢) the payment of the purchase or redemption price
of such bonds before their respective maturities, and such moneys are
hereby pledged to and charged with the payments mentioned in this
Section.

Whenever the total of the moneys held for the credit of the Bond
Service Account, the Reserve Account and the Redemption Account
shall be sufficient for paying the principal of and the redemption
premium, if any, and the interest acerued on all bonds then outstand-
ing under the provisions of this Agreement, such moneys shall be
applied by the Trustee to the payment, purchase or redemption of such
bonds.

Secrion 514. All moneys which the Trustee shall have withdrawn
from the Sinking Fund or shall have received from any other source
and set aside, or deposited with the Paying Agents, for the purpose of
paying any of the bonds hereby secured, either at the maturity thereof
or upon call for redemption, or for the purpose of paying any matur-
ing coupons appertaining to any of the coupon bonds hereby secured,
shall be held in trust for the respective holders of such bonds or cou-
pons. But any moneys which shall be so set aside or deposited by the
Trustee and which shall remain unclaimed by the holders of such
bonds or of such coupons for the period of six (6) years after the date
on which such bonds or such coupons shall have become due and pay-
able shall upon request in writing be paid to the Authority or to such
officer, board or body as may then be entitled by law to receive the
same, and thereafter the holders of such bonds or coupons shall look
only to the Authority or to such officer, board or body, as the case may
be, for payment and then only to the extent of the amounts so received
without any interest thereon, and the Trustee and the Paying Agents
shall have no responsibility with respect to such moneys.

Secrron 515. All bonds paid, redeemed or purchased, either at or
before maturity, together with all unmatured coupons, if any, apper-
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taining thereto, shall be cancelled upon the payment, redemption or
purchase of such bonds and shall be delivered to the Trustee when such
payment, redemption or purchase is made. All coupons, which are paid
by the Paying Agents, shall be cancelled upon their payment and deliv-
ered to the Trustee in the Borough of Manhattan, City and State
of New York. Except for such coupons, all bonds and coupons cancelled
under any of the provisions of this Agreement shall be destroyed by
the Trustee, which shall execute a certificate in duplicate describing
the bonds and coupons so destroyed except that the numbers of the
bonds to which such coupons appertain may be omitted unless other-
wise directed by the Authority, and one executed certificate shall be
filed with the Secretary and the other executed certificate shall be
retained by the Trustee. The coupons so paid by the Paying Agents
shall be destroyed by the Trustee in the Borough of Manhattan,
City and State of New York, which shall execute a certificate in
triplicate describing the coupons so destroyed except that the num-
bers of the bonds to which such coupons appertain may be omitted
unless otherwise directed by the Authority, and one executed certificate
shall be filed with the Secretary and another with the Trustee and
the third executed certificate shall be retained by such Paying Agent.

ARTICLE VL

DEerosiTaries oF Moxrys, SecuriTY For DEeposITSs
AXD INVESTMENT oF FUNDs.

Sectrox 601. All moneys received by the Authority under the pro-
visions of this Agreement shall be deposited with a Depositary or
Depositaries, shall be held in trust, shall be applied only in accordance
with the provisions of this Agreement and shall not be subject to lien
or attachment by any creditor of the Authority.

All moneys deposited with the Trustee or any other Depositary
hereunder in excess of the amount guaranteed by the Federal Deposit
Insurance Corporation or other Federal agency shall be continuously
secured, for the benefit of the Authority and the holders of the bonds,
either (a) by lodging with a bank or trust company approved by the
Authority and by the Trustee as custodian, or, if then permitted by
law, by setting aside under control of the trust department of the bank
holding such deposit, as collateral security, Government Obligations, or,

Deposits constitute
trust funds.

Security for deposits.
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with the approval of the Trustee, other marketable securities eligible
as security for the deposit of trust funds under applicable regulations
of the Comptroller of the Currency of the United States or applicable
Commonwealth of Puerto Rico or state law or regulations, having a
market value (exclusive of acerued interest) not less than the amount of
such deposit, or (b), if the furnishing of security as provided in clause
(a) of this Section is not permitted by applicable law, in such other
manner as may then be required or permitted by applicable Common-
wealth of Puerto Rico, state or Federal laws or regulations regarding
the security for, or granting a preference in the case of, the deposit of
trust funds; provided, however, that it shall not be necessary for the
Paying Agents to give security for the deposits of any moneys with
them for the payment of the principal of or the redemption premium or
the interest on any bonds issued hereunder, or for the Trustee to give
security for any moneys which shall be represented by obligations pur-
chased under the provisions of this Article as an investment of such
moneys.

All moneys deposited with each Depositary, including the Trustee,
shall be credited to the particular fund or acecount to which such
moneys belong.

Investment of Secrion 602. Moneys held for the credit of the Bond Service Ac-

moneys. count and the Redemption Account, shall, as nearly as may be prac-
ticable, be continuously invested and reinvested by the Trustee in
Government Obligations which shall mature, or which shall be subject
to redemption by the holder thereof at the option of such holder, not
later than the respective dates when moneys held for the credit of said
Accounts will be required for the purposes intended, or in Time
Deposits; provided, however, that each such Time Deposit shall permit
the moneys so placed to be available for use at the times provided
above.

Moneys held for the credit of the Construction Fund and the
Reserve Maintenance Fund shall, as nearly as may be practicable, be
continuously invested and reinvested by the Authority in Investment
Obligations, and moneys held for the credit of the Revenue Fund
shall, as nearly as may be practicable, be continuously invested and
reinvested by the Authority in Government Obligations, which Invest-
ment Obligations and Government Obligations shall mature, or shall
be subject to redemption by the holder thereof at the option of such
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holder, not later than the respective dates when moneys held for the
credit of said Funds will be required for the purposes intended, or in
Time Deposits; provided, however, that each such Time Deposit shall
permit the moneys so placed to be available for use at the times pro-
vided above.

Moneys held for the credit of the Reserve Account shall, as nearly
as may be practicable, be continuously invested and reinvested by the
Trustee in Investment Obligations which shall mature, or which shall
be subject to redemption by the holder thereof at the option of such
holder, (1) as to approximately 50% of such moneys, not later than
5 years after the date of such investment, and (ii) as to the balance of
such moneys, as directed by order mentioned below, or in Time De-
posits; provided, however, that each such Time Deposit shall permit
the moneys so placed to be available for use at the fimes provided
above.

Fifty per centum (50%) of the moneys held for the credit of the
Reserve Account shall be invested by the Trustee upon receipt of an
order signed by the Kxecutive Director stating the amount to be
invested and directing such investment in Investment Obligations
having such maturities as are specified in such order. Such obligations
shall be sold by the Trustee upon receipt of an order signed by the
Executive Director.

Obligations and Time Deposits so purchased as an investment of
moneys in any such Fund or Account shall be deemed at all times to
be part of such Fund or Account. The interest accruing thereon and
any profit realized from such investment shall be credited to such
Fund or Account and any loss resulting from such investment shall
be charged to such Fund or Account. The Trustee shall sell or present
for payment or redemption any obligations so acquired whenever it
shall be necessary so to do in order to provide moneys to meet any
payment from such Fund or Account. Neither the Trustee nor the
Authority nor any officer or agent of either thereof shall be liable or
responsible for any loss resulting from any such investment.

ARTICLE VII.
ParticuLArR COVENANTS.

Secrroxy 701. The Authority covenants that it will promptly pay
the principal of and the interest on each and every bond issued under

Investments deemed
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Account for which
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the provisions of this Agreement at the places, on the dates and in the
manner specified herein and in said bonds and in the coupons, if any,
appertaining thereto, and any premium required for the retirement of
said bonds by purchase or redemption, according to the true intent and
meaning thereof. Until the 1947 Indenture Bonds have been paid or
provision has been made for their payment and the release of the 1947
Indenture, such principal, interest and premium are payable solely
from moneys in the Renewal and Replacement Fund and said moneys
are hereby pledged to the payment thereof in the manner and to the
extent hereinabove particularly specified. After the 1947 Indenture
Bonds have been paid or provision has been made for their payment
and the release of the 1947 Indenture, such principal, interest and pre-
mium will be payable solely from the Revenues and said Revenues are
hereby pledged to the payment thereof in the manner and to the extent
hereinabove particularly specified. Nothing in the bonds or in this
Agreement shall be deemed to constitute the bonds a debt or obligation
of the Commonwealth of Puerto Rico or any of its municipalities or
other political subdivisions, and neither the Commonwealth of Puerto
Rico nor any such municipalities or other political subdivisions shall be
Liable for the payment of the principal of or the interest on the bonds.

The Authority further covenants that so long as the bonds or any
of them shall be outstanding it will cause offices or agencies where the
coupon bonds and coupons may be presented for payment to be main-
tained in the Borough of Manhattan, City and State of New York.

Section 702. The Authority covenants that, upon the acquisition
or construction of any Improvements, it will forthwith integrate the
properties so acquired or constructed with the System and will there-
upon operate and maintain the System and all of such properties as
an integrated system.

The Authority further covenants that it will construct all Improve-
ments for the construction of which bonds shall be issued under the
provisions of this Agreement, or for which moneys repayable from
the proceeds of bonds issued under the provisions of this Agreement
shall have been advanced to the Authority, in accordance with plans
theretofore adopted by the Board and approved by the Consulting
Engineers and that upon the completion of such Improvements it will
operate and maintain the same as a part of the System.
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The Authority further covenants that it will establish and enforce
reasonable rules and regulations governing the use of the System and
the operation thereof, that all compensation, salaries, fees and wages
paid by it in connection with the maintenance, repair and operation of
the System will be reasonable, that no more persons will be employed
by it than are necessary, that it will operate the System in hn efficient
and economical manner, that it will at all times maintain the System
in good repair and in sound operating condition and will make all
necessary repairs, renewals and replacements, and that it will comply
with all valid acts, rules, regulations, orders and directions of any
legislative, executive, administrative or judicial body applicable to the
System.

Secrion 703. The Authority further covenants that, until all of
the 1947 Indenture Bonds shall have been paid or provision shall have
been made for their payment and the 1947 Indenture shall have been
released, it will duly and punectually perform all of the covenants,
agreements and conditions contained in the 1947 Indenture on the part
of the Authority to be performed. The Authority further covenants
that it will cause the 1947 Indenture to be released at the earliest
practicable date. The Authority further covenants that it will not enter
into any indenture or agreement supplemental to the 1947 Indenture
for the purpose of granting to or conferring upon the 1947 Trustee for
the benefit of the holders of the bonds issued under the 1947 Indenture
any additional rights, remedies, powers, authority or security that
may lawfully be granted to or conferred upon such holders or the
1947 Trustee, or for the purpose of modifying, altering, amending,
adding to or rescinding, in any particular, any of the terms or provi-
sions contained in the 1947 Indenture, or for the purpose of extending
the maturity of any 1947 Indenture Bond or creating a lien upon or a
pledge of revenues ranking prior to or on a parity with the lien or
pledge created by the 1947 Indenture. Nothing herein contained shall
prevent the Authority from entering into an indenture or agreement
supplemental to the 1947 Indenture to cure any ambiguity or formal
defect or omission in the 1947 Indenture.

Secrron 704. The Authority covenants that so long as any 1947
Indenture Bonds are outstanding under the provisions of the 1947
Indenture it will cause to be made the deposits to the credit of the
Renewal and Replacement Fund required by Section 512 of the 1947
Indenture and it will not revise its determination as to the proper
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amount to be transferred each month from the 1947 Revenue Fund
to the credit of the Renewal and Replacement Fund, as set forth in
the most recent certificate of the KExecutive Director filed with the
Trustee pursuant to clause (d) of Section 208 of this Agreement,
by reducing such amount below one-twelfth (1/12) of the maximum
Principal and Interest Requirements for any fiscal year thereafter
to and including the fiscal year in which the last maturity of any
outstanding 1947 Indenture Bonds occurs on account of all bonds
then outstanding under this Agreement.

Section 705. The Authority further covenants that, out of the
Revenues, it will pay all municipal or governmental charges lawfully
levied or assessed upon the System or any part thereof or upon any
Revenues when the same shall become due, that it will duly observe
and comply with all valid requirements of any municipal or govern-
mental authority relative to the System, that it will not create or suffer
to be ereated any lien or charge upon the System or any part thereof
or upon the Revenues ranking equally with or prior to the bonds, except
the lien and charge of the 1947 Indenture Bonds and the bonds secured
hereby upon the Revenues, and that, out of the Revenues, it will pay
or cause to be discharged, or will make adequate provision to satisfy
and discharge, within sixty (60) days after the same shall accrue, all
lawful claims and demands for labor, materials, supplies or other
objects which, if unpaid, might by law become a lien upon the System
or any part thereof or the Revenues; provided, however, that nothing
contained in this Section shall require the Authority to pay or cause
to be discharged, or make provision for, any such lien or charge so
long as the validity thereof shall be contested in good faith and by
appropriate legal proceedings.

Secriox 706. The Authority covenants and agrees that so long as
any 1947 Indenture Bonds are outstanding it will, for the purpose of
performing and carrying out the duties imposed on the Consulting
Engineers by this Agreement, employ such Consulting Engineers as are
employed under Section 704 of the 1947 Indenture, and after the 1947
Indenture Bonds have been paid or provision has been made for their
payment and the release of the 1947 Indenture and so long as any bonds
are outstanding under this Agreement, it will employ an independent
engineer or engineering firm or corporation having a wide and favor-
able repute in the United States for skill and experience in the con-
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struction and operation of electric systems. No engineer or engineering
firm shall be employed as Consulting Engineers under this Agreement,
except with the written approval of the Trustee. Except for fees and
expenses incurred under the provisions of Section 403 of this Agree-
ment, the cost of employing Consulting Engineers shall be treated as a
part of the cost of operation and maintenance of the Systém.

It shall be the duty of the Consulting Engineers to prepare and
file with the Authority and with the Trustee on or before the 1st day
of May in each year a report setting forth their recommendations as
to any necessary or advisable revisions of rates and charges and such
other advices and recommendations as they may deem desirable.
After the outstanding 1947 Indenture Bonds have been paid or pro-
vision has been made for their payment and the release of the 1947
Indenture, it shall be the duty of the Consulting Engineers to in-
clude in such report their recommendations as to the amount that
should be deposited monthly during the ensuing fiscal year to the
credit of the Reserve Maintenance Fund for the purposes set forth
in Section 512 of this Agreement.

The Authority further covenants that the Consulting Engineers
shall at all times have free access to all properties of the System and
every part thereof for the purposes of inspection and examination,
and that its books, records and accounts may be examined by the Con-
sulting Engineers at all reasonable times.

Section 707. The Authority covenants that it will at all times
carry insurance, in a responsible insurance company or companies
authorized and qualified under the laws of Puerto Rico to assume the
risk thereof, covering such properties belonging to the System as are
customarily insured, and against loss or damage from such causes
as are customarily insured against, by companies engaged in similar
business.

All such policies shall be for the benefit of the Authority, shall be
made payable to the Authority and shall be deposited with the
Treasurer, and the Treasurer shall have the sole right to receive
the proceeds of such policies and to collect and receipt for claims
thereunder. The proceeds of any and all such insurance shall be depos-
ited by the Treasurer in the name of the Authority in a Depositary.

The Authority covenants that, immediately after any loss or dam-
uge to any properties of the System resulting from any cause, whether
or not such loss or damage shall be covered by insurance, it will cause

Insurance.
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its engineers to prepare plans and specifications for repairing, replac-
ing or reconstructing (either in accordance with the original or a dif-
ferent design) the damaged or destroyed property, and that it will
forthwith commence and diligently prosecute the repair, replacement
or reconstruction of the damaged or destroyed property unless it shall
determine that the repair, replacement or reconstruction of such prop-
erty is not essential to the efficient operation of the System.

The proceeds of all insurance policies referred to in this Section
shall be available for, and shall to the extent necessary be applied to,
the repair, replacement or reconstruction of the damaged or destroyed
property, and shall be dishursed in the manner provided by Section 402
of this Agreement for disbursements from the Construction Fund.
Until the 1947 Indenture Bonds have been paid or provision has been
made for their payment and the release of the 1947 Indenture, if such
proceeds are more than sufficient for such purpose, the balance remain-
ing shall be deposited to the credit of the Renewal and Replacement
TFund. After the 1947 Indenture Bonds have been paid or provision has
been made for their payment and the release of the 1947 Indenture,
such balance shall be deposited to the credit of the Redemption Account
in the Sinking Fund or, at the option of the Authority, to the eredit of
the Construction Fund. Until the 1947 Indenture Bonds have been paid
or provision has been made for their payment and the release of the
1947 Indenture, if such proceeds shall be insufficient for such purpose,
the deficiency may be supplied, first, out of moneys in the General
Reserve Fund under the 1947 Indenture, and second, out of moneys in
the Renewal and Replacement Fund. After the 1947 Indenture Bonds
have been paid or provision has been made for their payment and the
release of the 1947 Indenture, such deficiency may be supplied out of
any moneys held for the credit of the Reserve Maintenance Fund or
from any other moneys of the Authority available for such purpose.

Until the 1947 Indenture Bonds have been paid or provision has
been made for their payment and the release of the 1947 Indenture, the
proceeds of any insurance not applied within eighteen (18) months
after their receipt by the Treasurer to repairing, replacing or recon-
structing the damaged or destroyed property, unless the Authority
shall be prevented from so doing because of conditions beyond its
control, or unless the holders of fifty-one per centum (51%) in aggre-
gate principal amount of all 1947 Indenture Bonds then outstanding
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shall otherwise direct, shall be deposited to the credit of the Renewal
and Replacement Fund. After the 1947 Indenture Bonds have been
paid or provision has been made for their payment and the release of
the 1947 Indenture, such proceeds shall be deposited to the ecredit of
the Redemption Account in the Sinking Fund or, at the option of the
Authority, to the eredit of the Construction Fund, unless the Authority
shall be prevented from so doing because of conditions beyond its con-
trol, or unless the holders of fifty-one per centum (51%) in aggregate
principal amount of all bonds then outstanding under this Agreement
shall otherwise direct.

Secriox 708. All insurance policies shall be open to the inspection
of the bondholders and their representatives at all reasonable times.
The Treasurer of the Authority is hereby authorized to demand, col-
lect, sue and receipt for the insurance money which may become due
and payable under any policies payable to the Authority.

Sectrox 709. The Authority covenants and agrees that, so long
as any of the bonds secured hereby shall be outstanding, none of the
gross revenues of the System will be used for any purpose other than
as provided in the 1947 Indenture and this Agreement, and that no
contract or contracts will be entered into or any action taken by which
the rights of the Trustee or of the bondholders might be impaired or
diminished.

Secrion 710. The Authority covenants that its accounts will be
kept according to standard practices for public utility systems similar
to the properties and business of the Authority and applicable in such
circumstances, and in such manner as appropriately fo segregate, in
so far as advisable, the accounts in respect of the different classes of
its operations, projects, undertakings and activities, that it will keep
accurate records and accounts of all items of cost and expenditures
relating to the System and to each integral unit of the System, the
Revenues collected and the application of the Revenues, and the num-
ber of consumers, and that it will keep such records and accounts with
respect to its physical properties in such manner that it will be possible
at all times to identify both the amounts and the items of all additions
and retirements.

Inspection of
insurance policies.

No inconsistent
action.

Accurate records.
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Monthly reports. The Authority further covenants that at least once each month it
will cause to be filed with the Trustee and the Consulting Engineers
copies of any revisions of the rate schedules during the preceding
calendar month and a report, signed by the Executive Director, setting
forth the following:

(a) a separate income and expense statement for Revenue
Fund purposes of the System for the preceding calendar month
and the twelve (12) months’ period ending with such month;

(b) a statement for the preceding calendar month and for the
fiscal year to date of all deposits and transfers to the credit of and
withdrawals from each special fund and account created under the
provisions of this Agreement, showing the balance to the credit of
each such fund or account;

(c) a statement of the amount of bonds issued, paid, pur-
chased or redeemed during the preceding calendar month;

(d) a balance sheet as of the end of the preceding calendar
month;

(e) the amounts on deposit at the end of the preceding calen-
dar month in each bank or trust company; and

(f) the amounts of the proceeds received during the preceding
calendar month from any sales of property pursuant to Section 712
of this Article.

Annual audits. The Authority further covenants that in the first month of each
fiscal year it will cause an audit to be made of its books and accounts
pertaining to the System by an independent firm of certified public
accountants of suitable experience and responsibility and widely known
in the United States, to be chosen by the Executive Director with the
approval of the Trustee. Before the first day of the third month fol-
lowing the making of such audit, reports of such audits shall be filed
with the Trustee and the Authority, and copies of such reports shall be
mailed to the Consulting Engineers. Such audit reports shall set forth
in respect of the preceding fiscal year the same matters as are herein-
above required for the monthly reports.

Additional reports The Authority further covenants that it will cause any additional
' reports or audits relating to the System to be made as required by law
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or by any applicable rules or regulations of any governmental autho-
rity or of any securities exchange on which the bonds may be listed or
traded, and that as often as may be requested it will furnish to the
Trustee such other information concerning the System or the operation
thereof as the Trustee may reasonably request. The cost of such audits
shall be treated as a part of the cost of operation of the System.

Secrrox 711. The Authority covenants that so long as any bonds
shall be outstanding under the provisions of this Agreement it will not
issue additional 1947 Indenture Bonds which mature after July 1, 2007
and except as follows:

(a) revenue bonds under the provisions of Section 209 of the
1947 Indenture issued to pay the cost of Improvements and sold to
the Rural Electrification Administration of the United States of
America; provided, however, that the aggregate principal amount
of such revenue bonds issued hereafter shall not exceed $12,334,000,

(b) revenue bonds under the provisions of Section 210 of the
1947 Indenture issued for the purpose of providing working cash
funds for the Authority; provided, however, that the aggregate
principal amount of such revenue bonds outstanding in any fiscal
year hereafter shall not exceed one-sixth (1/6) of the amount
shown by the Annual Budget to be necessary for Current Expenses
for such fiscal year or for the next ensuing fiscal year, whichever
is greater, and

(¢) revenue refunding bonds under the provisions of Section
211 of the 1947 Indenture.

Section 712. (a) The Authority covenants that so long as any
bonds shall be outstanding under the provisions of this Agreement and
except as in this Agreement otherwise permitted, it will not sell, lease
or otherwise dispose of or encumber the System or any part thereof
and will not create or permit to be created any charge or lien on the
Revenues ranking equally with or prior to the charge or lien on the
Revenues of the bonds issued under and secured by this Agreement.
The Authority may, however, from time to time, sell any machinery,
fixtures, apparatus, tools, instruments, or other movable property
acquired by it in connection with the System, or any materials used in
connection therewith, if the Aunthority shall determine that such articles
are no longer needed or are no longer useful in connection with the con-
struction or operation and maintenance of the System, and the proceeds
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thereof shall be applied to the replacement of the properties so sold or
disposed of or shall be deposited (i) until the 1947 Indenture Bonds
have been paid or provision has been made for their payment and the
release of the 1947 Indenture, to the credit of the Renewal and Replace-
ment Fund, and (i1) after the 1947 Indenture Bonds have been paid or
provision has been made for their payment and the release of the 1947
Indenture, to the credit of the Redemption Account in the Sinking Fund
or the Construction Flund, at the option of the Authority.

(b) Notwithstanding the provisions of paragraph (a) of this Sec
tion, the Authority may from time to time sell or lease such other prop-
erty forming part of the System as is not needed or serves no useful
purpose in connection with the maintenance and operation of the
System, and the proceeds of any such sale of property which is declared
by resolution of the Board to be unnecessary for the System shall be
deposited, so long as any 1947 Indenture Bonds are outstanding, to the
credit of the Renewal and Replacement Fund or to the credit of the
1947 Reserve Account, as may be provided by such resolution, and, after
the 1947 Indenture Bonds shall have been paid or provision has been
made for their payment and the release of the 1947 Indenture, to the
credit of the Redemption Account in the Sinking Fund or the Con-
struction Fund, as may be provided by such resolution. Until the 1947
Indenture Bonds have been paid or provision has been made for their
payment and the release of the 1947 Indenture, the rentals under any
such lease shall be deposited to the credit of the 1947 Revenue Fund,
and thercafter such rentals shall be deposited to the credit of the
Revenue Fund.

(¢) Notwithstanding the provisions of paragraph (a) of this Sec-
tion, after the 1947 Indenture Bonds have been paid or provision has
been made for their payment and the release of the 1947 Indenture, the
Authority may from time to time permanently abandon the use of, sell
at fair market value or lease any property forming a part of the System
but only if

(1) there shall be filed with the Trustee prior to such abandon-
ment, sale or lease a certificate, signed by the Executive Director
and approved by the Consulting Engineers, stating

(A) that the Authority is not then in default in the
performance of any of the covenants, conditions, agreements
or provisions contained in this Agreement, and

(B) that the Net Revenues for any twelve (12) consecu-
tive calendar months out of the eighteen (18) calendar months
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next preceding the date of such certificate, after giving effect
to such abandonment, sale or lease and any replacement and
after adjustment to reflect the moneys which would have been
received if the rate schedule in effect on the date of such
certificate had been in effect throughout such twelve (12)
calendar months, are not less than one hundred twenty per
centum (120%) of the maximum aggregate Principal and
Interest Requirements for any fiscal year thereafter on ac-
count of all bonds then outstanding under the provisions of
this Agreement, and
(2) the amount held by the Trustee to the credit of the
Reserve Account in the Sinking Fund is the maximum amount
required under the provisions of Section 507 of this Agreement.

The proceeds of the sale of any property forming part of the System
under the provisions of paragraph (c¢) of this Section shall either
be deposited by the Authority to the credit of the Redemption Account
in the Sinking Fund or the Construction Fund, at the option of the
Authority, or shall be applied to the replacement of the property so
sold, and any property acquired as such replacement shall become
a part of the System subject to the provisions of this Agreement. The
rentals under any such lease shall be deposited to the credit of the
Revenue Fund.

ARTICLE VIII.
REeEMEDIES.

Sectiox 801. In case the time for the payment of any coupon or
the interest on any registered bond without coupons shall be extended,
whether or not such extension be by or with the consent of the Author-
ity, such coupon or such interest so extended shall not be entitled in
case of default hereunder to the benefit or security of this Agreement
except subject to the prior payment in full of the principal of all bonds
then outstanding and of all coupons and interest the time for the pay-
ment of which shall not have been extended.

Section 802. Each of the following events is hereby declared an
“‘event of default’’, that is to say: If

(a) payment of the principal and of the redemption premium,
if any, of any of the bonds shall not be made when the same shall

Extended coupons.

Events of default.
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become due and payable, either at maturity or by proceedings for
redemption or otherwise; or

(b) payment of any installment of interest on any of the
bonds shall not be made when the same shall become due and
payable; or

(c) the Authority shall for any reason be rendered incapable
of fulfilling its obligations hereunder; or

(d) any part of the System necessary for its effective opera-
tion shall be destroyed or damaged and shall not be propelly
repaired, replaced or reconstructed; or

(e) final judgment for the payment of money shall be ren-
dered against the Authority as a result of the ownership, control
or operation of the System and any such judgment shall not be
discharged within sixty (60) days from the entry thereof or an
appeal shall not be taken therefrom or from the order, decree or
process upon which or pursuant to which such judgment shall have
been granted or entered, in such manner as to stay the execution
of or levy under such judgment, order, decree or process or the
enforcement thereof; or

(f) an order or decree shall be entered, with the consent or
acquiescence of the Authority, for the purpose of effecting composi-
tion between the Authority and its ereditors or for the purpose
of adjusting the claims of such creditors pursuant to any federal
or Commonwealth statute now or hereafter enacted, if the claims
of such ereditors are under any circumstances payable from the
Revenues; or

(g) any proceeding shall be instituted, with the consent or
acquiescence of the Authority, for the purpose of effecting a
composition between the Authority and its creditors or for the
purpose of adjusting the claims of such creditors pursuant to any
federal or Commonwealth statute now or hereafter enacted, if the
claims of such creditors are under any circumstances payable
from the Revenues; or

(h) the Authority shall default in the due and punctual
performance of any other of the covenants, conditions, agreements
and provisions contained in the bonds or in this Agreement on the
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part of the Authority to be performed, including meeting any
Amortization Requirement, and such default shall continue for
thirty (30) days after written notice specifying such default and
requiring same to be remedied shall have been given to the
Authority by the Trustee, which may give such notice in its
discretion and shall give such notice at the written request of the
holders of not less than ten per centum (10%) in aggregate
principal amount of the bonds then outstanding; or

(i) an event of default within the meaning of that term in
Section 802 of the 1947 Indenture shall occur.

Sectrox 803. Upon the happening and continuance of any event
of defanlt specified in Section 802 of this Article, then and in every
such case the Trustee may, and upon the written request of the
holders of not less than twenty per centum (20%) in aggregate
principal amount of the bonds then outstanding shall, by a mnotice
in writing to the Authority, declare the principal of all of the bonds
then outstanding (if not then due and payable) to be due and payable
immediately, and upon such declaration the same shall become and be
immediately due and payable, anything contained in the bonds or in
this Agreement to the contrary notwithstanding; provided, however,
that if at any time after the principal of the bonds shall have been so
declared to be due and payable, and before the entry of final judgment
or decree in any suit, action or proceeding instituted on account of
such default, or before the completion of the enforcement of any other
remedy under this Agreement, moneys shall have accumulated in the
Sinking Fund sufficient to pay the principal of all matured bonds and
all arrears of interest, if any, upon all the bonds then outstanding
(except the principal of any bonds not then due and payable by their
terms and the interest accrued on such bonds since the last interest
payment date), and the charges, compensation, expenses, disburse-
ments, advances and liabilities of the Trustee and all other amounts
then payable by the Authority hereunder shall have been paid or a
sum sufficient to pay the same shall have been deposited with the
Trustee, and every other defaunlt known to the Trustee in the observ-
ance or performance of any covenant, condition, agreement or pro-
vision contained in the bonds or in this Agreement (other than a
default in the payment of the principal of such bonds then due and
payable only because of a declaration under this Section) shall have
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been remedied to the satisfaction of the Trustee, then and in every
such case the Trustee may, and upon the written request of the
holders of not less than twenty per centum (20%) in aggregate
principal amount of the bonds not then due and payable by their
terms and then outstanding shall, by written notice to the Authority,
rescind and annul such declaration and its consequences, but no such
rescission or annulment shall extend to or affeet any subsequent
default or impair any right consequent thereon.

Secrioxn 804. Upon the happening and continuance of any event
of default specified in Section 802 of this Article, then and in every
such case the Trustee may proceed, and upon the written request of
the holders of not less than ten per centum (10%) in aggregate prin-
cipal amount of the bonds then outstanding hereunder shall proceed,
subject to the provisions of Section 902 of this Agreement, to protect
and enforce its rights and the rights of the bondholders under appli-
cable laws or under this Agreement by such suits, actions or special
proceedings in equity or at law, or by proceedings in the office of any -
board or officer having jurisdiction, either for the appointment of
a receiver as authorized by the Authority Act or for the specific per-
formanece of any covenant or agreement contained herein or in aid or
execution of any power herein granted or for the enforcement of any
proper legal or equitable remedy, as the Trustee, being advised by
counsel, shall deem most effectual to protect and enforce such rights;
provided, however, that the Trustee shall not be required to proceed
for the appointment of a receiver of the System unless it shall receive
the written request of the holders of not less than twenty-five centum -
(256%) in principal amount of the bonds then outstanding under the
provisions of this Agreement.

In the enforcement of any remedy under this Agreement the
Trustee shall be entitled to sue for, enforce payment of and receive
any and all amounts then or during any default becoming, and at any
time remaining, due from the Authority for principal, interest or
otherwise under any of the provisions of this Agreement or of the
bonds and unpaid, with interest on overdue payments of principal at
the rate or rates of interest specified in such bonds, together with any
and all costs and expenses of collection and of all proceedings here-
under and under such bonds, without prejudice to any other right or
remedy of the Trustee or of the bondholders, and to recover and
enforce any judgment or decree against the Authority, but solely as
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provided herein and in such bonds, for any portion of such amounts
remaining unpaid and interest, costs and expenses as above provided,
and to collect (but solely from moneys in the Sinking Fund and any
other moneys available for such purpose) in any manner provided by
law, the moneys adjudged or decreed to be payable.

Sectiox 805. Anything in this Agreement to the contrary not-
withstanding, if at any time the moneys in the Sinking Fund shall not
be sufficient to pay the interest on or the principal of the bonds as the
same shall become due and payable (either by their terms or by
acceleration of maturities under the provisions of Section 803 of this
Article), such moneys, together with any moneys then available or
thereafter becoming available for such purpose, whether through the
exercise of the remedies provided for in this Article or otherwise,
shall be applied as follows:

(a) If the principal of all the bonds shall not have become
or shall not have been declared due and payable, all such moneys
shall be applied

first: to the payment to the persons entitled thereto of
all installments of interest then due and payable in the order
in which such installments became due and payable and, if
the amount available shall not be sufficient to pay in full any
particular installment, then to the payment, ratably, accord-
ing to the amounts due on such installment, to the persons
entitled thereto, without any diserimination or preference
except as to any difference in the respective rates of interest
specified in the bonds;

second: to the payment to the persons entitled thereto of
the unpaid principal of any of the bonds which shall have
become due and payable (other than bonds called for redemp-
tion for the payment of which moneys are held pursuant to
the provisions of this Agreement) in the order of their due
dates, with interest on the principal amount of such bonds
at the respective rates specified therein from the respective
dates upon which such bonds became due and payable, and,
if the amount available shall not be sufficient to pay in full
the principal of the bonds due and payable on any particular
date, together with such interest, then to the payment first
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of such interest, ratably, according to the amount of such
interest due on such date, and then to the payment of such
principal, ratably, according to the amount of such principal
due on such date, to the persons entitled thereto without any
discrimination or preference except as to any difference in
the respective rates of interest specified in the bonds; and

third: to the payment of the interest on and the principal
of the bonds, to the purchase and retirement of bonds and to
the redemption of bonds, all in accordance with the provisions
of Article V of this Agreement.

(b) If the principal of all the bonds shall have become or
shall have been declared due and payable, all such moneys shall
be applied

first: to the payment to the persons entitled thereto of
all installments of interest due and payable on or prior to
maturity, if any, in the order in which such installments
became due and payable and, if the amount available shall
not be sufficient to pay in full any particular installment, then
to the payment, ratably, according to the amounts due on such
installment, to the persons entitled thereto, without any dis-
crimination or preference except as to any difference in the
respective rates of interest specified in the bonds, and then
to the payment of any interest due and payable after maturity
on the bonds, ratably, to the persons entitled thereto, without
any discrimination or preference except as to any difference
in the respective rates of interest specified in the bonds; and

second: to the payment of the principal of the bonds,
ratably, to the persons entitled thereto, without preference
or priority of any bond over any other bond.

(e) If the principal of all the bonds shall have been declared
" due and payable and if such declaration shall thereafter have been
rescinded and annulled under the provisions of Section 803 of this
Article, then, subject to the provisions of paragraph (b) of this
Section in the event that the principal of all the bonds shall later
become due and payable or be declared due and payable, the
moneys remaining in and thereafter accruing to the Sinking
Fund shall be applied in accordance with the provisions of para-
graph (a) of this Section.
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The provisions of paragraphs (a);(b) and (¢) of this Section are

in all respects subject to the provisions of Section 801 of this Article.

Whenever moneys are to be applied by the Trustee pursuant to
the provisions of this Section, such moneys shall be applied by the
Trustee at such times, and from time to time, as the Trustee in its
sole diseretion shall determine, having duc regard to the amount of
such moneys available for application and the likelihood of additional
moneys becoming available for such application in the future; the
deposit of such moneys with the Paying Agents, or otherwise setting
aside such moneys, in trust for the proper purpose shall constitute
proper application by the Trustee; and the Trustee shall incur no
liability whatsoever to the Authority, to any bondholder or to any
other person for any delay in applying any such moneys, so long as
the Trustee acts with reasonable diligence, having due regard to the
circumstances, and ultimately applies the same iun accordance with
such provisions of this Agreement as may be applicable at the time
of application by the Trustee. Whenever the Trustee shall exercise such
disceretion in applyving such moneys, it shall fix the date (which shall be
an interest payment date unless the Trustee shall deem another date
more suitable) upon which sueh application is to be made and upon
such date interest on the amounts of principal to be paid on such date
shall cease to accrue. The Trustee shall give such notice as it may deem
appropriate of the fixing of any such date, and shall not be required
to make payment to the holder of any unpaid coupon or any bond
until such coupon or such bond and all unmatured coupons, if any,
appertaining to such bond shall be surrendered to the Trustee for
appropriate endorsement, or for cancellation if fully paid.

Secrrox 806. In case any proceeding taken by the Trustee or
bondholders on account of any default shall have been discontinued
or abandoned for any reason, then and in every such case the Au-
thority, the Trustee and the bondholders shall be restored to their
former positions and rights hereunder, respectively, and all rights,
remedies, powers and duties of the Trustee shall continuc as though
no such proceeding had been taken.

Secrion 807. Anything in this Agreement to the contrary unot-
withstanding, the holders of a majority i principal amount of the
bonds then outstanding hereunder shall have the right, subject to the
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provisions of Section 902 of this.Agreement, by an instroment or
concurrent instruments in .writing executed and delivered to the
Trustee, to direct the method and place of conducting all remedial
proceedings to be taken by the Trustee hereunder, provided that
such direction shall not be otherwise than in accordance with law or
the provisions of this Agreement.

Secriox 808. No holder of any of the bonds shall have any right
to institute any suit, action or proceeding in equity or at law on any
bond or for the execution of any trust hereunder or for any other
remedy hereunder unless such holder previously shall have given to
the Trustee written notice of the event of default on account of which
such suit, action or proceeding is to be instituted, and unless also the
holders of not less than ten per centum (10%) in aggregate principal
amount of the bonds then outstanding shall have made written request
of the Trustee after the right to exercise such powers or right of
action, as the case may be, shall have acerued, and shall have afforded
the Trustee a reasonable opportunity either to proceed to exercise
the powers hereinabove granted or to institute such action, suit or
proceeding in its or their name, and unless, also, there shall have been
offered to the Trustee reasonable security and indemnity against the
costs, expenses and liabilities to be incurred therein or thereby, and
the Trustee shall have refused or neglected to comply with such
request within a reasonable time; and such notification, request and
offer of indemnity are hereby declared in every such case, at the
option of the Trustee, to be conditions precedent to the execution of
the powers and trusts of this Agreement or to any other remedy
hereunder; provided, however, that notwithstanding the foregoing
provisions of this Section and without complying therewith, the
holders of not less than twenty per centum (20%) in aggregate prin-
cipal amount of the bonds then outstanding may institute any such
suit, action or proceeding in their own names for the benefit of all
holders of bonds hereunder. It is understood and intended that, except
as otherwise above provided, no one or more holders of the bonds
hereby secured shall have any right in any manner whatever by his
or their action to affect, disturb or prejudice the security of this
Agreement, or to enforce any right hereunder except in the manner
herein provided, that all proceedings at law or in equity shall be insti-
tuted, had and maintained in the manner herein provided and for the



Section 812

79

benefit of all holders of such outstanding bonds and coupons, and that
any individual right of action or other right given to one or more of
sueh holders by law is restricted by this Agreement to the rights and
remedies herein provided.

Secrion 809. All rights of action under this Agreement o under
any of the bonds secured hereby, enforceable by the Trustee, may be
enforced by it without the possession of any of the bonds or the coupons
appertaining thereto or the production thereof at the trial or other
proceeding relative thereto, and any such suit, action or proceeding
instituted by the Trustee shall be brought in its name for the benefit
of all of the holders of such bonds and coupons, subject to the pro-
visions of this Agreement.

Secrion 810. No remedy herein conferred upon or reserved to
the Trustee or to the holders of the bonds is intended to be exclusive
of any other remedy or remedies herein provided, and each and every
such remedy shall be cumulative and shall be in addition to every
other remedy given hereunder.

Srcorion 811. No delay or omission of the Trustee or of any
holder of the bonds to exercise any right or power accruing upon any
default shall impair any such right or power or shall be construed to
be a waiver of any such default or an acquiescence therein; and every
power and remedy given by this Agreement to the Trustee and to the
holders of the bonds, respectively, may be exercised from time to time
and as often as may be deemed expedient.

The Trustee may, and upon written request of the holders of not
less than a majority in principal amount of the bonds then outstanding
shall, waive any default which in its opinion shall have been remedied
before the entry of final judgment or decree in any suit, action or
proceeding instituted by it under the provisions of this Agreement or
before the completion of the enforcement of any other remedy under
this Agreement, but no such waiver shall extend to or affect any other
cxisting or any subsequent default or defaults or impair any rights
or remedies consequent thereon.

Stcrion 812. The Trustee shall mail to all registered owners of
honds at their addresses as they appear on the registration books and
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to all bondholders of record, written notice of the occurrence of any
event of default set forth in Section 802 of this Article within thirty
(30) days after the Trustee shall have notice, pursuant to the provi-
sions of Section 908 of this Agreement, that any such event of default
shall have occurred. The Trustee shall not, however, be subject to any
liability to any bondholder by reason of its failure to mail any such
notice.

ARTICLE IX.
CoxcerNING THE TRUSTEE.

Stcriox 901. The Trustee accepts and agrees to execute the
trusts imposed upon it by this Agreement, but only upon the terms
and conditions set forth in this Article and subject to the provisions of
this Agreement, to all of which the parties hereto and the respective
holders of the bonds agree.

SecrioNn 902. The Trustee shall be under no obligation to institute
any suit, or to take any remedial proceeding under this Agreement, or
to enter any appearance or in any way defend in any suit in which it
may be made defendant, or to take any steps in the execution of the
trusts hereby created or in the enforecement of any rights and powers
hereunder, until it shall be indemnified to its satisfaction against any
and all costs and expenses, outlays and counsel fees and other rea-
sonable disbursements, and against all liability; the Trustee may,
nevertheless, begin suit, or appear in and defend suit, or do anything
else in its judgment proper to be done by it as such Trustee, without
indemnity, and in such case the Authority shall reimburse the Trustee
from Revenues for all costs and expenses, outlays and counsel fees
and other reasonable disbursements properly incurred in connection
therewith. If the Authority shall fail to make such reimbursement,
the Trustee may reimburse itself from any moneys in its possession
under the provisions of this Agreement and shall be entitled to a
preference therefor over any of the bonds or coupons outstanding
hereunder.

Section 903. The Trustee shall be under no obligation to effect
or maintain insurance or to renew any policies of insurance or to
Inguire as to the sufficiency of any policies of insurance carvied by the
Authority, or to report, or make or file claims or proof of loss for, any
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loss or damage insured against or which may occur, or to keep itself
informed or advised as to the payment of any taxes or assessments,
or to require any such payment to be made. The Trustee shall have no
responsibility in respect of the validity, sufficiency, due execution or
acknowledgment by the Authority of this Agreement, or, except as to
the authentication thereof, in respect of the validity of the bonds or of
the coupons or the due execution or issuance thereof. The Trustee shall
be under no obligation to see that any duties herein imposed upon the
Authority, the Consulting Engineers, the Paying Agents, any Deposit-
ary, or any party other than itself, or any covenants herein contained
on the part of any party other than itself to be performed, shall be
done or performed, and the Trustee shall be under no obligation for
failure to see that any such duties or covenants are so done or per-
formed.

Secriox 904. The Trustee shall not be liable or responsible be-
cause of the failure of the Authority or of any of its employees or
agents to make any collections or deposits or to perform any act herein
required of the Authority or because of the loss of any moneys arising
through the insolvency or the act or default or omission of any other
Depositary in which such moneys shall have been deposited under the
provisions of this Agreement. The Trustee shall not be responsible for
the application of any of the proceeds of the bonds or any other moneys
deposited with it and paid out, withdrawn or transferred hereunder
if such application, payment, withdrawal or transfer shall be made in
accordance with the provisions of this Agreement. The immunities and
exemptions from liability of the Trustee hereunder shall extend to its
directors, officers, employees and agents.

Secriox 905. Subject to the provisions of any contract between
the Authority and the Trustee relating to the compensation of the
Trustee, the Authority shall, from the Revenues, pay to the Trustee
reasonable compensation for all services performed by it hereunder
and also all its reasonable expenses, charges and other disbursements
and those of its attorneys, agents and employees incurred in and about
the administration and execution of the trusts hereby created and the
performance of its powers and duties hereunder, and, from such
Revenues only, shall indemnify and save the Trustee harmless against
any liabilities which it may incur in the exercise and performance of
its powers and duties hereunder. If the Authority shall fail to make
any payment required by this Section, the Trustee may make such
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payment from any moneys in its possession under the provisions of
this Agreement and shall be entitled to a preference therefor over any
of the bonds or coupons outstanding hereunder.

Sectiox 906. It shall be the duty of the Trustee, on or before the
10th day of each month, to file with the Authority a statement setting
forth in respect of the preceding calendar month

(a) the amount withdrawn or transferred by it and the
amount deposited with it on account of each Fund and Account
held by it under the provisions of this Agreement,

(b) the amount on deposit with it at the end of such month
to the credit of each such Fund and Account,

(¢) a brief description of all obligations held by it as an
investment of moneys in each such Fund and Account,

(d) the amount applied to the purchase or redemption of
bonds under the provisions of Section 511 of this Agreement and
a description of the bonds or portions of bonds so purchased or
redeemed, and

(e) any other information which the Authority may reason-
ably request.

All records and files pertaining to the trusts hereunder in the -
custody of the Trustee shall be open at all reasonable times to the
inspection of the Authority and its agents and representatives.

Secrron 907. In case at any time it shall be necessary or desirable
for the Trustee to make any investigation respecting any fact prepa-
ratory to taking or not taking any action or doing or not doing any-
thing as such Trustee, and in any case in which this Agreement pro-
vides for permitting or taking any action, the Trustee may rely
conclusively upon any certificate, requisition, opinion or other instru-
ment required or permitted to be filed with it under the provisions of
this Agreement, and any such instrument shall be conclusive evidence
of such fact to protect the Trustee in any action that it may or may
not take or in respect of anything it may or may not do, in good faith,
by reason of the supposed existence of such fact. Except as otherwise
provided in this Agreement, any request, notice, certificate or other
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instrument from the Authority to the Trustee shall be deemed to have
been signed by the proper party or parties if signed by the Executive
Director or by any officer or employee of the Authority who shall be
designated by the Authority by resolution for that purpose, and the
Trustee may accept and rely upon a certificate signed by the Executive
Director as to any action taken by the Authority.

Seorron 908. Except upon the happening of any event of default
specified in clauses (a) and (b) of Section 802 of this Agreement, the
Trustee shall not be obliged to take notice or be deemed to have notice
of any event of default hereunder, unless specifically notified in writing
of such event of default by the holders of not less than ten per centum
(10%) in aggregate principal amount of the bonds hereby secured
and then outstanding.

Sectiox 909. The bank or trust company acting as Trustee under
this Agreement, and its directors, officers, employees or agents, may
in good faith buy, sell, own, hold and deal in any of the bonds or
coupons issued under and secured by this Agreement, may join in
any action which any bondholder may be entitled to take with like
effect as if such bank or trust company were not the Trustee under
this Agreement, may engage or be interested in any financial or other
transaction with the Authority, and may maintain any and all other
general banking and business relations with the Authority with like
effect and in the same manner as if the Trustee were not a party to
this Agreement; and no implied covenant shall be read into this
Agreement against the Trustee in respect of such matters.

Secrion 910. The recitals, statements and representations con-
tained herein and in the bonds (excluding the Trustee’s certificate of
authentication on the bonds) shall be taken and construed as made by
and on the part of the Authority and not by the Trustee, and the
Trustee assumes and shall be under no responsibility for the correct-
ness of the same.

Secrioxr 911. The Trustee shall be protected and shall incur no
liability in acting or proceeding, or in not acting or not proceeding,
in good faith, reasonably and in accordance with the terms of this
Agreement, upon any resolution, order, notice, request, consent,
waiver, certificate, statement, affidavit, requisition, bond or other
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paper or document which it shall in good faith reasonably believe to
be genuine and to have been adopted or signed by the proper board
or person or to have been prepared and furnished pursuant to any of
the provisions of this Agreement, or upon the written opinion of any
attorney, engineer or accountant believed by the Trustee to be quali-
fied in relation to the subject matter, and the Trustee shall be under
no duty to make any investigation or inquiry as to any statements
contained or matters referred to in any such instrument. The Trustee
shall not be under any obligation to see to the recording or filing of
this Agreement or otherwise to the giving to any person of notice of
the provisions hereof.

Resignation of Sectron 912. The Trustee may resign and thereby become dis-
charged from the trusts hereby created, by notice in writing to be
given to the Authority and published once in a daily newspaper of
general circulation published in the Municipality of San Juan, Puerto
Rico, and in a daily newspaper of general circulation or a finanecial
journal published in the Borough of Manhattan, City and State of
New York, not less than sixty (60) days before such resignation is to
take effect, but such resignation shall take effect immediately upon the
appointment of a new Trustee hereunder, if such new Trustee shall
be appointed before the time limited by such notice and shall then
accept the trusts hereof.

Removal of Trustee. Sucrion 913. The Trustee may be removed at any time by an
instrument or concurrent instruments in writing executed by the holders
of not less than a majority in principal amount of the bonds hereby
secured and then outstanding and filed with the Authority. A facsimile
copy of each such instrument shall be delivered promptly by the
Authority to the Trustee. The Trustee may also be removed at any
time for any breach of trust or for acting or proceeding in violation of,
or for failing to act or proceed in accordance with, any provision of
this Agreement with respect to the duties and obligations of the
Trustee by any court of competent jurisdiction upon the application of
the Authority pursuant to resolution or the holders of not less than
ten per centum (10%) in aggregate principal amount of the bonds then
outstanding under this Agreement.

Appointment of Secrion 914. If at any time hereafter the Trustee shall resign,
successor Truste e removed, be dissolved or otherwise become incapable of acting, or
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the bank or trust company acting as Trustee shall be taken over by any
governmental official, agency, department or board, the position of
Trustee shall thereupon become vacant. If the position of Trustee
shall become vacant for any of the foregoing reasons or for any other
reason, the Authority shall appoint a Trustee to fill such vacancy. The
Authority shall publish notice of any such appointment by it made
once in each week for four (4) successive weeks in a daily newspaper
of general circulation published in the Municipality of San Juan, Puerto
Rico, and in a daily newspaper of general circulation or a finaneial
journal published in the Borough of Manhattan, City and State of
New York.

At any time within one year after any such vacancy shall have
occurred, the holders of a majority in principal amount of the bonds
hereby secured and then outstanding, by an instrument or concurrent
instruments in writing, executed by such bondholders and filed with the
Authority, may appoint a successor Trustee, which shall supersede any
Trustee theretofore appointed by the Authority. Facsimile copies of
each such instrument shall be delivered promptly by the Authority to
the predecessor Trustee and to the Trustee so appointed by the bond-
holders.

If no appointment of a successor Trustee shall be made pursuant
to the foregoing provisions of this Section within ten (10) days after
the vacancy shall have occurred, the holder of any bond outstanding
hereunder or any retiring Trustee may apply to any court of competent
jurisdiction within the Commonwealth of Puerto Rico or the State of
New York'to appoint a successor Trustee. Such court may thereupon,
after such notice, if any, as such court may deem proper and prescribe,
appoint a successor Trustee.

Any Trustee hereafter appointed shall be a bank or trust company
having its principal office in the Borough of Manhattan, City and State
of New York, duly authorized to exercise corporate trust powers and
subject to examination by federal or state authority, of good standing,
and having at the time of its appointment a combined capital and sur-
plus aggregating not less than Fifty Million Dollars ($50,000,000).

Secrion 915. KEvery successor Trustee appointed hereunder shall
execute, acknowledge and deliver to its predecessor, and also to the
Authority, an instrument in writing accepting such appointment here-
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under, and thereupon such successor Trustee, without any further act,
shall become fully vested with all the rights, immunities, powers and
trusts, and subject to all the duties and obligations, of its predecessor;
but such predecessor shall, nevertheless, on the written request of its
successor or of the Authority, and upon payment of the expenses,
charges and other disbursements of such predecessor which are payable
pursuant to the provisions of Section 905 of this Article, execute and
deliver an instrument transferring to such successor Trustee all the
rights, immunities, powers and trusts of such predecessor hereunder;
and every predecessor Trustee shall deliver all property and moneys
held by it hereunder to its successor. Should any instrument in writing
from the Authority be required by any successor Trustee for more fully
and certainly vesting in sueh Trustee the rights, immunities, powers
and trusts hereby vested or intended to be vested in the predecessor
Trustee, any such instrument in writing shall and will, on request, be
executed, acknowledged and delivered by the Authority.

Notwithstanding any of the foregoing provisions of this Article,
any bank or trust company having power to perform the duties and
execute the trusts of this Agreement and otherwise qualified to act as
Trustee hereunder with or into which the bank or trust company acting
as Trustee may be merged, converted or consolidated, or to which the
assets and business of such bank or trust company may be sold, shall be
deemed the successor of the Trustee.

ARTICLE X.

ExECUTION OF INSTRUMENTS BY BONDHOLDERS
AND Proor oF OWNERSHIP OF BONDS.

Secrion 1001. Any request, direction, consent or other instrument
in writing required or permitted by this Agreement to be signed or
executed by bondholders may be in any number of concurrent instru-
ments of similar tenor and may be signed or executed by such bond-
holders or their attorneys or legal representatives. Proof of the execu-
tion of any such instrument and of the ownership of bonds shall be
sufficient for any purpose of this Agreement and shall be conclusive
in favor of the Trustee with regard to any action taken by it under
such instrument if made in the following manner:

(a) The fact and date of the execution by any person of any
such instrument may be proved by the verification of any officer
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in any jurisdiction who, by the laws thereof, has power to take
affidavits within such jurisdiction, to- the effect that such instru-
ment was subsecribed and sworn to before him, or by an affidavit of
a witness to such execution. Where such execution is on behalf of
a person other than an individual such verification or affidavit shall
also constitute sufficient proof of the authority of the signer
thereof.

(b) The fact of the holding of coupon bonds hereunder by any
bondholder and the amount and the numbers of such bonds and
the date of his holding the same may be proved by the affidavit
of the person claiming to be such holder, if such affidavit shall be
deemed by the Trustee to be satisfactory, or by a certificate exe-
cuted by any trust company, bank, banker or any other depositary,
wherever situated, if such certificate shall be deemed by the
Trustee to be satisfactory, showing that at the date therein men-
tioned such person had on deposit with or exhibited to such trust
company, bank, banker or other depositary the bonds desecribed in
such certificate. The Trustee may conclusively assume that such
ownership continues until written notice to the contrary is served
upon it. The ownership of registered bonds without coupons shall
be proved by the registration books kept under the provisions of
Section 206 of this Agreement.

But nothing contained in this Article shall be construed as limiting
the Trustee to such proof, it being intended that the Trustee may
accept any other evidence of the matters herein stated which it may
deem sufficient. Any request or consent of the holder of any bond shall
bind every future holder of the same bond in respect of anything done
by the Trustee in pursuance of such request or consent.

Notwithstanding any of the foregoing provisions of this Section,
the Trustee shall not be required to recognize any person as a holder
of any bond or coupon or to take any action at his request unless such
bond or coupon shall be deposited with it.

ARTICLE XI.
SUPPLEMENTAL AGREEMENTS.

Secrioxy 1101. The Authority and the Trustee may, from time to
time, enter into such agreements supplemental hereto as shall not be
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inconsistent with the terms and provisions hereof (which supplemental
agreements shall thereafter form a part hereof)

(a) to cure any ambiguity, to correct or supplement any pro-
vision herein which may be inconsistent with any other provision
herein, or to make any other provisions with respect to matters or
questions arising under this Agreement which shall not be incon-
sistent with the provisions of this Agreement, provided such action
shall not adversely affect the interest of the bondholders, or

(b) to grant to or confer upon the Trustee for the benefit of
the bondholders any additional rights, remedies, powers, authority
or security that may lawfully be granted to or conferred upon the
bondholders or the Trustee, or

(¢) to add to the conditions, limitations and restrictions on
the issuance of bonds under the provisions of this Agreement
other conditions, limitations and restrictions thereafter to be
observed, or

(d) to add to the covenants and agreements of the Authority
in this Agreement other covenants and agreements thereafter to
be observed by the Authority or to surrender any right or power
herein reserved to or conferred upon the Authority.

At least thirty (30) days prior to the execution of any supplemental
agreement for any of the purposes of this Section, the Trustee shall
cause a notice of the proposed execution of such supplemental agree-
ment to be mailed, postage prepaid, to all registered owners of bonds
at their addresses as they appear on the registration books and to all
bondholders of record. Such notice shall briefly set forth the nature of
the proposed supplemental agreement and shall state that copies
thereof are on file at the principal office of the Trustee for inspection
by all bondholders. A failure on the part of the Trustee to mail the
notice required by this Section shall not affect the validity of such
supplemental agreement.

Secrioy 1102. Subject to the terms and provisions contained in
this Section, and not otherwise, the holders of not less than sixty per
centum (60%) in aggregate principal amount of the bonds then out-
standing shall have the right, from time to time, anything contained in
this Agreement to the contrary notwithstanding, to consent to and
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approve the execution by the Authority and the Trustee of such agree-
ment or agreements supplemental hereto as shall be deemed necessary
or desirable by the Authority for the purpose of modifying, altering,
amending, adding to, repealing or rescinding, in any particular, any
of the terms or provisions contained in this Agreement or in any sup-
plemental agreement; provided, however, that nothing herein contained
shall permit, or be construed as permitting, (a) an extension of the
maturity of the principal of or the inerest on any bond issued here-
under, or (b) a reduction in the principal amount of any bond or the
redemption premium or the rate of interest thereon, or (c¢) the creation
of a lien upon or a pledge of the Revenues other than the lien and
pledge created by this Agreement, or (d) a preference or priority of
any bond or bonds over any other bond or bonds, or (e) a reduction
in the aggregate principal amount of the bonds required for consent to
such supplemental agreement. Nothing herein contained, however,
shall be construed as making necessary the approval by bondholders
of the execution of any supplemental agreement as authorized in Sec-
tion 1101 of this Article.

If at any time the Authority shall request the Trustee to enter into
any supplemental agreement for any of the purposes of this Section,
the Trustee shall, at the expense of the Authority, cause notice of the
proposed execution of such supplemental agreement to be published
once in each week for four (4) successive weeks in a daily newspaper
of general circulation published in the Municipality of San Juan,
Puerto Rico, and in a daily newspaper of general circulation or a
financial journal published in the Borough of Manhattan, City and
State of New York, and, on or before the date of the first publication
of such notice, the Trustee shall also cause a similar notice to be mailed,
postage prepaid, to all registered owners of bonds at their addresses
as they appear on the registration books and all bondholders of record.
Such notice shall briefly set forth the nature of the proposed supple-
mental agreement and shall state that copies thereof are on file at the
principal office of the Trustee for inspection by all bondholders. The
Trustee shall not, however, be subject to any liability to any bond-
holder by reason of its failure to mail the notice required by this See-
tion, and any such failure shall not affect the validity of such supple-
mental agreement when consented to and approved as provided in
this Section.
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Whenever, at any time within one year after the date of the first
publication of such notice, the Authority shall deliver to the Trustee
an instrument or instruments in writing purporting to be executed
by the holders of not less than sixty per centum (60%) in aggregate
principal amount of the bonds then outstanding, which instrument or
instruments shall refer to the proposed supplemental agreement de-
scribed in such notice and shall specifically consent to and approve the
execution thereof in substantially the form of the copy thereof referred
to in such notice, thereupon, but not otherwise, the Trustee may execute
such supplemental agreement in substantially such form, without
liability or responsibility to any holder of any bond, whether or not
such holder shall have consented thereto.

If the holders of not less than sixty per centum (60%) in aggregate
principal amount of the bonds outstanding at the time of the execution
of such supplemental agreement shall have consented to and approved
the execution thereof as herein provided, no holder of any bond shall
have any right to object to the execution of such supplemental agree-
ment, or to object to any of the terms and provisions contained therein
or the operation thereof, or in any manner to question the propriety
of the execution thereof, or to enjoin or restrain the Trustee or the

_Authority from executing the same or from taking any action pursuant

to the provisions thereof.

Upon the execution of any supplemental agreement pursuant to
the provisions of this Section, this Agreement shall be and be deemed
to be modified and amended in accordance therewith, and the respeetive
rights, duties and obligations under this Agreement of the Authority,
the Trustee and all holders of bonds then outstanding shall thereafter
be determined, exercised and enforced in all respects under the pro-
visions of this Agreement as so modified and amended.

Secrron 1103. The Trustee is authorized to join with the Au-
thority in the execution of any such supplemental agreement and to
make the further agreements and stipulations which may be contained
therein. Any supplemental agreement executed in accordance with the
provisions of this Article shall thereafter form a part of this Agree-
ment, and all of the terms and conditions contained in any such
supplemental agreement as to any provision authorized to be contained
therein shall be and shall be deemed to be part of the terms and
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conditions of this Agreement for any and all purposes. In case of the
execution and delivery of any supplemental agreement, express ref-
erence may be made thereto in the text of any bonds issued thereafter,
if deemed necessary or desirable by the Trustee.

Secrior 1104. In each and every case provided for in this Article,
the Trustee shall be entitled to exercise its discretion in determining
whether or not any proposed supplemental agreement, or any term or
provision therein contained, is desirable, having in view the purposes
of such instrument, the needs of the Authority, the rights and interests
of the bondholders, and the rights, obligations and interests of the
Trustee, and the Trustee shall not be under any responsibility or
liability to the Authority or to any bondholder or to anyone whomso-
ever for its refusal in good faith to enter into any such supplemental
agreement if such agreement is deemed by it to be contrary fo the
provisions of this Article. The Trustee shall be entitled to receive, and
shall be fully protected in relying upon, the opinion of any counsel
approved by it, who may be counsel for the Authority, as evidence
that any such proposed supplemental agreement does or does not
comply with the provisions of this Agreement, and that it is or is not
proper for it, under the provisions of-this Article, to join in the
execution of such supplemental agreement.

ARTICLE XII.
DEFEASANCE.

Secrron 1201. If, when the bonds secured hereby shall have
become due and payable in accordance with their terms or otherwise
as provided in this Agreement or shall have been duly called for
redemption or irrevocable instructions to call the bonds for redemption
shall have been given by the Authority to the Trustee, the whole
amount of the principal and the interest and the premium, if any, so
due and payable upon all of the bonds and coupons then outstanding
shall be paid or sufficient moneys, or Government Obligations or Time
Deposits secured in the manner set forth in Section 601 of this
Agreement, the principal of and the interest on which when due will
provide sufficient moneys, shall be held by the Trustee or the Paying
Agents for such purpose under the provisions of this Agreement, and
provision shall also be made for paying all other sums payable
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hereunder by the Authority, then and in that case the right, title and
interest of the Trustee hereunder shall thereupon cease, determine
and -become void, and the Trustee in such case, on demand of the
Authority, shall release this Agreement and shall execute such docu-
ments to evidence such release as may be reasonably required by the
Authority, and shall turn over to the Authority or fo such officer, board
or body as may then be entitled by law to receive the same any surplus
in any account in the Sinking Fund and all balances remaining in any
other funds or accounts other than moneys held for the redemption or
payment of bonds or coupons; otherwise this Agreement shall be,
continue and remain in full force and effect; provided, however, that
in the event Government Obligations or Time Deposits secured in the
manner set forth in Section 601 of this Agreement shall be held by the
Trustee as hereinabove provided, (1) in addition to the requirements
set forth in Article IIT of this Agreement, the Trustee shall within
thirty (30) days after such obligations shall have been deposited with
it cause a notice signed by the Trustee to be published once in a daily
newspaper of general circulation published in the Municipality of San
Juan, Puerto Rico, and in a daily newspaper of general circulation or a
financial journal published in the Borough of Manhattan, City and
State of New York, setting forth (a) the date designated for the re-
demption of the bonds, (b) a description of the Government Obligations
so held by it and (e¢) that this Agreement has been released in accord-
ance with the provisions of this Section, and (ii) the Trustee shall
nevertheless retain such rights, powers and privileges under this
Agreement, as may be necessary and convenient in respect of the bonds
for the payment of the principal, interest and any premium for which
such Government Obligations have been deposited or such Time De-
posits have been made.

ARTICLE XIII.

MiscELraNEOUS PROVISIONS.

Secrrox 1301. All covenants, stipulations, obligations and agree-
ments of the Authority contained in this Agreement shall be deemed
to be covenants, stipulations, obligations and agreements of the
Authority to the full extent authorized or permitted by the laws of
the Commonwealth of Puerto Rico, and all such covenants, stipula-
tions, obligations and agreements shall be binding upon the successor
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or successors thereof from time to time and upon any officer, board,
body or commission to whom or to which any power or duty affecting
such covenants, stipulations, obligations and agreements shall be
transferred by or in accordance with law,

No covenant, stipulation, obligation or agreement herein con-
tained shall be deemed to be a covenant, stipulation, obligation or
agreement of any present or future member, agent or employee of the
Authority in his individual capacity, and neither the members of the
Authority or of any other agency of the Commonwealth of Puerto Rico
nor any officer thereof or of the Authority, present or future, executing
the bonds shall be liable personally on the bonds or be subject to any
personal liability or responsibility by reason of the issuance thereof.

The laws of the Commonwealth of Puerto Rico shall govern the
construction of this Agreement, except that the rights, limitations of
rights, immunities, duties and obligations of the Trustee shall be
governed by the laws of the State of New York.

Secrion 1302. Any notice, demand, direction, request or other
instrument authovized or required by this Agreement to be given to
or filed with the Authority or the Trustee shall be deemed to have
been sufficiently given or filed for all purposes of this Agreement if
and when sent by first class mail:

to the Authority, if addressed to the Executive Director,
Puerto Rico Water Resources Authority, San Juan, Puerto Rico;

to the Trustee, if addressed to it at its Corporate Trust Office,
or to any successor Trustee, if addressed to it at its principal office.

Secrioxy 1303. Any bank or trust company with or into which
any Paying Agent may be merged, converted or consolidated, or to
which the assets and business of such Paying Agent may be sold,
shall be deemed the successor of such Paying Agent for the purposes
of this Agreement. If the position of any Paying Agent shall become
vacant for any reason, the Authority shall, within thirty (30) days
thereafter, appoint a bank or trust company located in the same city
as Paying Agent to fill such vacancy; provided, however, that if the
Authority shall fail {0 appoint such Paying Agent within such period,
the Trustee shall make such appointment.

Manner of
giving notice, etc.

Successorship of
Paying Agents.
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Secriox 1304. Except as herein otherwise expressly provided,
nothing in this Agreement expressed or implied is intended or shall be
construed to confer upon any person, firm or corporation other than
the parties hereto and the holders of the bonds issued under the
provisions of this Agreement any right, remedy or claim, legal or
equitable, under or by reason of this Agreement or any provisions
Lereof, this Agreement and all its provisions being intended to be and
being for the sole and exclusive benefit of the parties hereto and the
holders from time to time of the bonds issued hereunder.

Secriox 1305. In case any one or more of the provisions of this
Agreement or of the bonds or coupons issued hereunder shall for
any reason be held to be illegal or invalid, such illegality or invalidity
shall not affect any other provision of this Agreement or of the bonds
or coupons, but this Agreement and the bonds and coupons shall be
construed and enforced as if such illegal or invalid provision had not
been contained therein. In case any covenant, stipulation, obligation
or agreement contained in the bonds or in this Agreement shall for
any reason be held to be in violation of law, then such covenant,
stipulation, obligation or agreement shall be deemed to be the cove-
nant, stipulation, obligation or agreement of the Authority to the full
extent permitted by law.

Stcrron 1306. If, because of the temporary or permanent sus-
pension of publication of any newspaper or financial journal or for
any other reason, the Trustee or the Authority shall be unable to
publish in a newspaper or financial journal any notice required to be
published by the provisions of this Agreement, the Trustee or the
Authority, as the case may be, shall give such notice in such other
manner as in its judgment shall most effectively approximate such
publication thereof, and the giving of such notice in such manner
shall for all purposes of this Agreement be deemed to be compliance
with the requirement for the publication thereof.

In case, by reason of the suspension of regular mail service as a
result of a strike, work stoppage or similar activity, it shall be
impractical to mail notice of any event to bondholders of record
when such notice is required to be given pursuant to any provision
of this Agreement, any manner of giving notice as shall be satisfactory
to the Trustee and the Authority shall be deemed to be a sufficient
giving of such notice.
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Secriox 1307. Nothing in this Agreement expressed or implied Serfnde s

shall be construed as preventing the Authority, if then authorized
or permitted by law, from financing the acquisition or construction
of any land, building, structure or other facility by the issuance of
obligations which are not issued under or secured by the provisions
of this Agreement or the 1947 Indenture or by entering into any
financing agreement or agreements relating to any such facility pur- - T
suant to which the Authority has the right fo the use, occupancy and\‘

possession of such facility and is required to make periodic pdVInenfB
in an aggregate amount substantially equal to the cost of such facilify 3
and reasonable financing charges, regardless of the disposition ,of
title to such facility.
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Secrrox 1308. Any headings preceding the texts of the xevera’[ A m,id;?isg';‘;n:ﬁi
articles hereof, and anyv table of contents appended to copies hereof, Ko

shall be solely for convenience of reference and shall not constitute a .
part of this Agreement, nor shall they affect its meaning, construction

or effect.

Multiple counterparts.

Secrion 1309. This Agreement may be executed in multiple coun-
terparts, each of which shall be regarded for all purposes as an orig-
inal, and such counterparts shall constitute but one and the same

instrument.
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Ixn Wirness WrEREOF, Puerto Rico Water Resources Authority has
caused this Agreement to- be executed by its Executive Director and
its corporate seal to be impressed hereon and attested by its Secretary
or an Assistant Secretary and First National City Bank has caused
this Agreement to be executed in its behalf by one of its Vice Presi-

o~ dents and its corporate seal to be impressed hereon and attested by
\f\!}’:ﬁone of its Associate Trust Officers, all as of the day and year first above

o y,,‘? -
m} y‘m‘-’g}tten.

o
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L
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Puerto Rico TER BESOURCES AUTHORITY

Sovrwn X e

LTI

By
; /(E’mecutive Difctor
A/ttes%# ‘“%
e Secretary
Fxecution by » : - : : F1irst Natiovar Ciry Bank
. — s D/
' By /’7¥ w/

[sEAL] ' _ / V’iée B esidené
Attest: .

/’M %ﬂ,

édssgciate Trust Officer
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StaTE oF NEw YoRrK
Couxty oF NEw Yorg ( 5%

by Authority.

On the 7 ¥k day of AC"’“\"“”% , 1972, before me personally Acknowiedgment

came ki V\agxm , to me known, who, being by me duly sworn,
did depose and say that he resides at 2u4 Gessagbruns 5%, San 6%«, Puerto
Rico; that he is the Executive Director of Puerto Rico Water Resources
Authority; and that he signed his name to the above instrument by
order of the Authority, the Authority being the public corporation
described in and which executed the above instrument.

/Q\M/-Q linrg a&ﬁ*mﬂ
)

Notary P\uhlic

My commission expires LSl
GUNDARS APERANS = <=
Notary Public, State of New York H
[sEaL] No. 31-5091740 ~Z 4t
Qualified in New York County E C?"'-
Commission Expires March 30, 1974 W0 _ LN
’f,v’ ?{,"l....'.“’l;‘.\t‘l\st‘s_\»_f/.
-Z”l //7 ] «‘”“g .c-";’

Stare oF NEw YoBk o 10222
Couxty oFr New York ( S5 trpappstt®t

On the 7MW, day of f’\/v\uaﬁ , 197§, before me personally by trameasment

came . ¢ .MVl | to meknown, who, being by me duly sworn,
did depose and say that he resides at 22 Tewis 4t 8, Newr Canacm ,
Swn - ; that he is a Vice President of First National City Bank, the
bhanking association described in and which executed the above instru-
ment; that he knows the seal thereof; that the seal affixed to said
instrument is the corporate seal of said banking assoclation; that it
was so affixed by authority of said banking association: and that he
signed his name thereto by like authority.

Notary Pu})\@
My commission expires

fsear] GUNDARS APERANS
Notary Public, State of New York
No. 31-5091740
Qualified in New York County
Commission Expires March 30, 1974

’h/:I.’
ey,
T penaqesin?
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