
j TRANSMITTAL

To: Date: 'APR (2 G 20'l3
THE COUNCIL

From:

THE MAYOR

TRANSMITTED FOR YOUR CONSIDERATION. PLEASE SEE ATTACHED .

..

cIfi vJ~
r;<,:ANf~O R VILLARAIGOSA

Mayor



Los
OFFICEOF THE GENERALMANAGER

tment
OI?IIDR"" fckl1l'IlZ J HI' j\ (..4 1'111· '

Antonio R. Villaraigosa. Mayor
Mercedes M. Marquez. General Manager

1200 West7th Street 9th Floor. Los Angeles, CA 9~1 T Y 0 FLO ~1;\:: i.. ,-" "
tel 213.808.88081 fax 213.808.8616
lahd.laclty.org

April 12, 2013

Council File: xx-xxxx
Council District(s): All
Contact Person(s):
Greg Kung (213) 808-8403
Luz Santiago (213) 808-8899
Rushmore Cervantes (213) 808-8405·

The Honorable Antonio R. Villaraigosa
Mayor, City of Los Angeles
200 N. Spring Street, City Hall Room 303
Los Angeles, CA 90012

Attn: Mandy Morales, Legislative Coordinator

COUNCIL TRANSMITTAL: Settlement Agreement Among Attorneys General of26
States and GE Funding Capital Market Services, Inc.

SUMMARY

As part of the settlement agreement ("Settlement Agreement") dated December 23,·2011 among
the Attorneys General of 26 States including California ("Attorneys General") and GE Funding
Capital Market Services, Inc. (GEFCMS), LARD is eligible to receive a payment of $682,480.29
in settlement of a lawsuit filed by the Attorneys General relating to certain guaranteed
investment contracts (GICs) provided by GEFCMS and its affiliates. The lawsuit is the result of
the Attorneys General's investigation of GEFCMS' s violations of state and federal antitrust laws,
state consumer protection laws and false claims statutes in the marketing, sale and placement of
certain GICs during the period 1999 through 2005. Upon careful review of the Settlement
Agreement and consultation with the City Attorney's Office, bond counsel and the City's outside
counsel, the Department recommends that the agreement be accepted and the settlements funds
be recognized as revenue to the Municipal Housing Finance Fund (MHFF) in the current Fiscal
Year.
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RECOMMENDATIONS

The General Manager of LARD respectfully recommends:

A. That your office schedule this transmittal at the next available meeting of the appropriate
City Council committee(s) for consideration and forward it to the City Council for review
and approval thereafter.

B. That the City Council subject to the approval of the Mayor:

1. RECOGNIZE $682,480.29 in settlement funds as revenue to be received in Fiscal Year
2012-13.

2. AUTHORIZE the City Controller to deposit the settlement funds into Municipal Housing
Finance Fund (MHFF) 815 as Miscellaneous Revenue (Revenue Source Code 5188).

3. AUTHORIZE. the General Manager, LARD, or designee to prepare Controller
instructions and enabling language, and to make any necessary technical adjustments and
corrections consistent with the Mayor and the City Council action on this matter, subject
to the approval of the City Administrative Officer (CAO), and authorize the Controller to
implement these instructions.

4. That the Mayor concur with the action of the City Council.

BACKGROUND

The LARD received a Notice Letter dated August 31, 2012 in which the Department is eligible
to receive a payment of $682,480.29 in settlement of a lawsuit filed by 26 States Attorneys
General relating to certain. GICs provided by GEFCMS and its affiliates, Trinity Funding
Company LLC or Trinity Plus Funding Company LLC. Because LARD has 7 single family
bond issuances involving investment agreements between Trinity Plus Funding Company, LLC,
the Department and the bond trustee, dated between 12/1/2000 and 412/2003, the Department is
eligible to receive a share of the $30 million settlement offer by GEFCMS. The Attorneys
General have alleged in the Settlement Agreement that certain traders formerly affiliated with
GEFCMS and its affiliates engaged in activities causing certain issuers throughout the country to
receive less favorable terms on GICs than they would have received otherwise. The amount of
the settlement is based on a formula developed by the Attorneys General with the assistance of
an independent economic expert hired by the Attorneys General. After careful review of the
Settlement Agreement and consultation with the City Attorney's Office, bond counsel for single
family bonds and the City's outside counsel for its municipal derivatives lawsuit, LARD has
determined that it was in the best interest of the City to accept the Settlement Agreement for the
following reasons:
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1) The Settlement Agreement does not affect the City's ongoing lawsuit involving
municipal derivatives.

2) Higher yields on the GICs would be subject to rebatable arbitrage to the IRS.
3) The funds in the Settlement Agreement are not rebatable arbitrage and will not have to be

reimbursed to the IRS.

Please see Attachment 1 for a copy of the Settlement Agreement.

FISCAL IMPACT

There is no impact to the General Fund. The settlement funds will be deposited into MHFF
which is the correct fund to receive housing .bond related revenues. MHFF is used for affordable
housing related programs.

Prepared by:

~~.

RUSHMORE CERVANTES
Executive Officer

RCEDES MARQUEZ
General Manager

Attachment:
Attachment 1: GE Funding Capital Market Services, Inc. Settlement Agreement



• IAttachment 1 I

An Agreement Among . !
the.Attorneys GeneraloftheStates and Commonwealths .ofA.Jabama,

Colorado, Ctmnedicut,. tbeDistrictofColumbia, Florida; Idaho, Illiiiois', Iowa, Kansas,
Maryland, Massachusetts, Michigan, MJssouri,Monhma,Nevad~,NeW .1ersey,NewYork~
NorthCaroliila, Ohio, .oregon, p'eliil~lvania, South Carolina,. T¢uiiess~, Texas, Wis~onsin'" and' . ....., . . .

GE Fund~g Capital Market.Services, Inc.
dated December23~ 20U

ThisSettlement Agreement is madeandentered into this 23 dayofI?ecember20 II
(hereinafter, "Bffeetlve.Date''), by and between theAttomeysGenera] of:th~ States and
Commonwealths pf'Alabama, Cqlorado;Connecticut, ;t1te.Di'strictot~:Cdlum~hl,.Florjdal Idaho,
llUilQisi Iowa, E(ans::is,Marylart4,Massachuse.tts~ Michigan, Ml$$oUl;,h Monjana, Nevada" New
jersey~New Yorkt NorihGaroHna, bhIo,Oregol\ Permsyivanl3.South CarMtnaLTennessee~
Tex$tfi)d. Wisc()risin(herein~fter,;'AttomeysGenel'aI")andGKFund.ingqapital Market
Services, inc. (hereinafterlreferrcdtoas iiOEFdMS'tasdenned he~irndletj.

. _WHEREAS, the Attorneys General have been condllctinganinve~tigf;ltionofyiolations
of state and federalantirrustIaws •.state.eonsurner protection Iaws and fiiiset-laimsstatuteS lfithe .
marketing.saleaud plaoemenr.ofmunicipal bond derlvatives (the HAtt9mey~Gel1eral's
[hv¢stjgatit:m!~); .!

WHEREAS, the Attorneys General are prepared to make.the followtng.allegatlens.baeed
uponthe.Attorneys General's Investigation (,,'Allegations"), which allegatiens GEFMCS neither
admits nor denies: .

ALLF:,G.:\TIONS

The Marketfor Tax-Exempt.Seeuritles

L The. market forbondslssued b,ygpvemrnent?I, quasi-governmental.and not-for-profit
entities Irt theOrtlted'StatesC'iViuni(£ipal Bonds") Is very large with approxl!nately$400 bHllon
in new tax exempt :bonclsi$sued each year and a total'.market value of.almo~t$2..8tr.iUion in
outstanding tax exempt bonds, .

2,. Municipal Bonds representan Important source of'funds for many.governmental, quasi-
govemmentaland not>.tbr.;profitentities(,iIssuers;'). ,.

3.. Municipal Bonds.areused by state agencies, municipalities, towns and other qualified
Issuers toflrtariceavarietyofprojectssllchas mass transitj.tepairofstreets:andt'Oadsj· and
construction ofbuildlngs, low-income.housing, schools and power plants aswellesto.satlsfy
cngolngcashIlowanddebt.servlce requirements.' , .

4. While the proceeds from the issuance of Municipal Bonds are.usually earmarked-for
specific purposes, the monies often are not required to bespentimmediatefy. Forinstance, if the
bond was issued to fund the construction of a stadium, the. Issuer may only have-an immediate
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need for.~ .portion of the proceeds ralsed through the bqnd offering. The relpainder is typi~~lly,
placed Inan account tharcanbedrawa upon asconstructlorr ..related expens~s.are fncurred, III

,such-cases, the Issuer-may seek .~..s~fe: i.tJter~~t-be~ring1IlV~$1ent.tp :e.arn itl~erestO.nthefUnd.s
unWrtheyareready ·to use, l .
5~, Illyestment Jlgreemenl$,used, to.lnvesttbe proceeds froma,MuniYip~ta.(lnd issue include
f6rward pur¢has~,supply O.rdeliyetyagreemelits,tepurcha$eagtee.ments~c~rtifi<r~tes ofdeposit~
escrows .and secured (ucollateraUzed")andunse.curep guaranteed ·lnve.stmen~ contracts
(ctd.1ettiVe!Y:i"Municipal Reinv~stllient.Ptoducts~). GEFCMS rnarketedan~s.old only
guaranteed :investment-contracts.eGuaranteed Investment ,Contracts;;') to ts~uers.

6; Issuers typically purchase Guaranteed Investment Contracts from "ph)viders~'thatare
most often large thl&nchi1in$tit~ti(>.I1s~uch as commerclalor investi11entbarlks;' Insurance

. compantes·.oroih~rfinai1cial serVlcecompanles; OEFCMSwas a,provi'd¢f. ',

The Safe Harbor Regulations
, ,

7. Tlli):.arb~t~ge.isan investwent strat~gy.f;Ilat takes advantage pfta."( ..41~djfferences among
assets. In the·contextofthe MtlniclpaIBondmarket~sudia;strategymay b~accompHshedby
using low-cost tax-exempt bonds tofinance the purchloUieof higher ..yield1.ng!Ouaranteed
InvcstmentContractsaild:certain othednstruments; Iho.rdertoprev¢nttax~rbitrage (th~abHity
ofthe.lssuetto prQfitfromthelnve~entoftax~e:xemptproc~ds)~,the UnWed States Department
of the Treasury hasproi1tulgated.te'gtI lations that reslrl(ytthe.yielddf,i. cert.aj~type,sof
investments, Should the Issuer's.refurn on the il1vestmentsexceedtheJi.1te~st paid' byth~ Issuer
on, the.Municipal Bonds, the federatregtlla~ions in some cases matreql.lire~he-ls~!.,ler t¢ rebate
theeamings to the government. ..

t •

S, To avoid running afoul of the federal regulations, the y.ie:ld 00 an imt;estment such as-a
guaranteedinvestment contract m.ustbt!. basedo.ilapurch~¢. priee tha.t.does\nQLexceedttle yield
permitted:by,the regulations, .

9. With. .re~pect t!) Gua,ral1tee~,lnye,sime.Il~Contr~c~,. the ~rans.a~t.i()nwiHfallwithi!:\ theaafe
harborrcJWlations:and theprice:wlIibe:treat¢das fair market value :t-nhebi~ spedfications:
inl;b,lde~.int.(;Ir.a/.ia; .. ,

a. All material terms of the bidt including-allterms that rnl,lYdJiectly or.lndlrectly
affect: the ..y.ield; and i .

A statementnorityingjsotentlal proyid,ers. thatsubmission of~bid is.a
representation that:.the potcnthtiprovJderdid not .collsulfwi.tl,an.y.other, provi ders
aboqtthebid".thanh,e~bid wasd,¢terJl1ihed wrthout r~g~i"cI..t().~t)yagt.e~m~ilt,and
that the hid 'was nota "co~rtesy bidi'(abid sUbmHtedsolely~sa.courtesyto the
issuer, ,oran:yother person, forpurpoSes:of'sati#Yirig. thereg\llatioJls)., ,.

10, lp"ddltiof1~ in order to fall withinthe safe 1J'Y~or:fegul~tjon~!,the biqgJng process for
Guaran~eed .Investment Contracts mustalso sa~isfy:the following conditIons!

b•.

-2 ~



a. "All potential pro.yidersnave an equal opportunity to bid. FQfc.xample,no
potential provideds given the opportunity to review other hi~s(i.e.,aIast.fook)
beforeproviding a bid;" Treas, Reg. l.l48;;.5(d)(6)(iii)(A)(6). .

. ,
. .

b. At least three (3) "reasonably competitive providersvwerescliclted; and

c, Atleast three (3) written bids from disinterested providers were obtained,

11. In order foran Issuer to meetthe fair market.value "safe harbor" requirements,
Guaranteed InvestmentOcntracts.aretyplcally handled throughacoinpetltiYe bidding. process
that ls conducted bY'3 htokertetainedb9 the Issuer or the Issli'er'sag~tjt~ .
12. In addltion to its. responsibilities for conducting the bidding on .aGuatanteed Investment.
Contract,;ut theconel milohofth¢· biddingand prlot-to.the.awerd .oftheOuar:antee4 Investment
Contrapt,.the broker must.certify to the Issuer, in writing, that it hascompiied withanuiilherOl

, requi!ement~!ptincipalamongthem being: .

.• At least three.(3)oisjnterested bidders with an establishedindustry .rbputatiooa.s
"r~asonably cOrnpetitiVepr()vide~"· ofthetype$ofinves~m~ntllgreej1lentsbeing
purchaeedweresolieited for bids;

.. AU potential bidders.hadvan.equal opPortunity to "id";and

., . Atleast One of the threebids.was obtained from a "1·ea.~()l1ablycQIDpetitiveprpvider:'

GEFCMS Platforms Trading Desk

l3.. The municipal reinvestmentbusiness ofGEFCMS conslstedof'three platforms that
provided Guaranteed InvestmentContracts: Og'Funditlg Clapj(aJ MarketS~rvice.s? Inc. (flkJl;l
FGIGCapttal MarketSerViees; Inc.) andtwcefflllates- Trinity t'imdlng C~mpany~LLCa-nd
Trinity Plus Fundin.g Conlpany. LLC .(together"GEFCMSPlatforms" .01' 'il1oivh;tually "GEFCMS
Platform"). The ..GEFCMSP.latforms werecreated intheelll'ly ..to-mld 1990s,

14. The GEFCMSPlatforms;personnel included, among.others, tra(j~rsWbo~id for
G,uar~nt~edliwestmentContractsthatwerestlbse'ltrentfyplaced with a.d8'FCMSi>latform.

GE.FCMS.'sJlIcgal Conduct

15. TheGuaranteed Investment Contract industry is a relationship-driven business. Access
to these transactions is largely controlled by brokers, who decide which provIders to sclicit for a
partlcularccmpetltively bid trahsact.i~m. Sitnply put,il9t every provider :g¢t~an opportunity to
"see" 'and bldorra.transaction. Therefore, a trader has reasons to gain favor with. the brokers
who aetas gatekeepers over theultimate.selection ofa.previder;

16. The broker/trader relationship can contribute to.a smooth, efflclent.andultimately
competitive market for .Guaranteed Investment Contracts, ensuring.tha] the Issuerenters into.an
appropriate investment and obtains a competitive rate. But this relationship also enabled certain
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providers, brokers and. traderstoput their inteeests.ehead pfthose,ofthe issuers of Municipal
Bonds.

17., Certain trad~1iSafjllbl~ed with theOEFCMSPlflt(orn~sC'T~qers')~11gJ:lge4 in.~ variety of
illegal activltieson eertatn.transactions :dutiilgthe-;pedod 1999 ihrough·200S; 'the lndivldua:is
wl)owr~ engaged in those a.ctivi~ies~~lloIonger::affili~tedwi~h GEFCMS·orth~GBFCMS
Plat'torms, and thedEFC~fS·Plittforms stopped' blddiilg()nGuarant~¢d 'lnv~stment Contrac~
emirely·h(29J Q~ .SOOle~mesthe Traciers'~¢t!vities. lnvolved.abroker ,qrcl1~~tl1trlngblds f()r',a
Guaranteed Investment Contracti :hlcludlug.'courtesyof other.purposely non~win.nlngbtd~;ti:.?
Cl't1ate-theappearance ofcompstltion, Onoccasion,Qert~illTtaderscommutricl.lted with traders
Qf;other.pt'ovld~rs and discussed certaihtenllS ofapa.rti(:ulat.1r~ns~¢tion, l6 other jnstalwes~
despite the broker'sand winning prcvider's.oertlflcatlon to the.Issuer ·thatnobidder had
revjewcda~ompetitor?S1,:lidj.stibhiittedacourtesy bid, or.recefved .s"Iast JQ9kt that W~
precisely What had occurred.

18. The GBFCMS PJatforms,became,involyed:inthes~transaction~through.one ormoreof
the Tt~d~rstm9t m ~ertaii1tran~ctionl?,«~dll¢edthe amoun; ,0£ interest the G~.fCMS Platforms
etherwlse would .havepaidto.i~'ll~S,resutiingJri. afinanctal gaIn to 'the t.mF:CMS?l~orms.
C~rtain of the Traders , un'lawful:activitiescaused certain Issuers throughoutthe country to
rc~eiveiess.tavorabiet~nl1sonGuaranteedlrtyestment: ContractSthai·wereihe:subj:e¢t.ofthose
activities thatl they 'YQu~dnavereceiv~d.otherwise.

19.. By and. large the aforementioned conduct.was directed by several powerful· Guaranteed
llJ.vestm.e~tOontracr brokers and carried o1.;ltwitb the assistanceofa nUiIlb~tofil1diyiduals
employed by participattng.provlders.

20. The.conduct involving the Traders: which occurred on certain transactions. differed from
transaction Jotransaction « , Fdi-certain transactions, brokers: inightdecideirt~dv.ance the-previder
it.determitled should win the. bId. . .

21. For.othertransactionsthat.the Traders sought t9 win, the broker-mlglit.infarm the Trader
of'the otherproviders' b:id$'So' that the Tra~el,'co~lid ~djusthlsown bid 'toeri~urehewasthe
suc~essfur 6JdQ"er. Certain· Tradeesunderstoed ,tha:~sometimesthe.br.qker w.9ul~preordaJn.th~
the.Trader WQI,lJdbe (he winriinghiddet. i\;nQf.th~s;c(md.uct~however; wa,s.ohscured from .t.h~.
Issuer, who .b¢lkwed thatits bro.kerwas obtainirtgcompetidvebids.

~2. S.om~tim~s, broJters·pr.Qyfd.edTraders with ~onfi.dential jnf9,rrnat~~m.po competitors' bids,
This "last look!' bp'ponunity enabled the traders to be less :aggr~s~i~With.(heitbiddingon·a
giventr~~$~cJi()n ~tt h~IW~,change thejr pi4.sjus~ .~nough.to win .n1therth~ilptQvid~the .Issuee
with wbatlt expected through a.competitive.hidding: process - the best.tertns.ayaHable.on. the
market, InJIQnie,cases, .tb~·~'lastlook':enabJeda G~FCMSPlatfc)l11l to win 'adeat"it mlght
otherwise have.lost,

23. At times; these lllegalactivities to manipulate andsteer businessto the GEFCMS
PI.attbrmstor GuaranteedlilVestment.Contract$:were fi111her concealed frornthe Issuer by means
of the falserepteselltations .thatboth the brokerand Traders (as well asthe.~therparticipatin~ .
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pn>vider,s) made on the .respectivecertificatlens mandated bythe fede.ral safe harbor regulations
(respectivcly"the "Certlflcate of Bidding Agent'~and the"BidF~nn1i)and .
attested to ~ythe brOk:er:a,JldTraders, Moreover, theCerti.ticate 0 fl31ddlngAgent~'{pressly
stated that thelssuer couldrelyontherepresentetionsmade mtliecertiflcate~

Traders Fadlitated.Undili(:losedPftyment~ to Brokers

24. In addition to the disclosed fees brokers received for theirrgle in competitive Guaranteed
Investment Contract rransactlons.on someoccasions, the 'Fradersfacllltated undisclosed
payments to eertaJh broKers.

25. Beginning in February 2.0.0.0and lasting. until mid-2004, in connection with a limited
numberof'ttansactlons, theTradei'sfa¢mtatedundrscI6sedp~ytnen~s~.certainGQar~n~eed
Investment Contractbrokers that were. idel1tifi~d as 'lsw~pf~es~Jt6rihter-4eaieror:'4back-to-_
backHswaps>oi.e. swaps with another swap.counterpartythatdid not require theservicesof'a
broker,

WHEREAS~ based-en thls.Informatlon, the Attorneys General.are prepared.to allege that, with
respectto certain Guaranteed InvestmentContracts, Traders-and brokerst:mgaged in conduct that
allowed the broker to pre-determlae whichptovidetwould' win a bid byprtNiding "lastlooks"
and fliTcm.gingto have provtderssubmlt.courtesy bid.$andpurposelYJ1on-wimungiJidsan<f
engagcdlilotberdecepdve ..unfair.er ftauduI¢nt~ond.u'Ct1'ii1~lu~il1gmjsrep~s,eJ1til1gat omitting
material facts, .that depriv~d.lssuer$ofMi.micipalBOlldsotthe ~nef1tsoffaitcomJX!tidf:m
alllongtheProviders of Guaranteed Investment 'Contracts;

WHEREAS, GEFCMShasreached a resolution with the.Securities and ExchangeOemmission
("SECResolutiOi1'),whete[jy.GEFCMS has .agreed, withoQtad.mittingQrdenyhlgany
wrongdeing.topay certain Guaranteed Investment Connacts-Oounterpartles identified by the
SECas bein'gentitiedto·payment asa resultofconduct by GEFCMSalleg~9--in t~e ~EC'
Resolution.i6:have vlolatedSectlon 17(a)'oftheSecurities-Actof1953; 15.U;S.t.f77q;

WHEREAS~ GEfCMS.hasentered into an agreement with the Internal Rev¢nue.S~rvice("IRS")
pursuant to ·wbich Gr:PCMS shallmake payments to-the IRS.that.satisfyanYotltstanding.llabi-lity·to the litSlhatEilgibfeCounterparliesand AdditionalEiiglbleCounterparti¢s may have·asa
result ofanY9fGEFCM~'s.~ctivities in connection with the:Ouarante~d Investment Contracts
that are.the-_subj\ZctofthisSettlement Agreement;

WHEREAS, GEFCMS, without.admitting.ordenying anyqfthe allegationacontained herein, is
mitering-Into thisSettlement.Agreement prior to any court rnaking ariy findings offact.er
con(lltlsiotl$oflawrelatingtoth~AJlegatJonsofthe ,AttoJ:11eys.deneral; .

WHEREAS, GEFCMShascooperated fully. with. the Attorneys General's Investigation of
Muni¢ipa:J.Bond Derivatives.basgiven.substantlal assistance to the Attorneys General 's
Investigatlon and has agreed to prcvide'appropdarerelleffor the.harm caused;

WHEREAS, pursuant to this Settlement Agreement, without-admittingor denying liability,
GEFCMSagrees!ooffer to-make payments to certain EligihleGounterpartiesanCI Additional
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Eligible Oounterparties andre pay the.Civil.Penaltyand'Addtttonal Payment.to resolve all claims
andpotentlal cla1ins·a~ainstjt;-, .

WHEREAS, GE:FCMS:.bas.~gr.~cdto-continue.to.cooperate.fully with the.engoing.Attomeys
General' s Ynvestlgatfon;.:and .. . . .. . ... . .

WtI:EREA$, thf,H\ttomeys General find thatthereHefan(j other provisions contained Inthis
SettlementAgreement'ate apf>ropriate and Ih thepubti'c :1htetest.

NOW TI-tBREFQB£, inexchange f()r~he mutual obligat.ion§d,~scriped below. GEFCMS
and the Attotneys GenetaLlterebyentetintothis SettiementAgreementr,and agreeas follows:

l)EF:lNITIONS

A, "A,tt()J"neys Gener;,lt$qaU rn~Jbe AttoI11~~Oener.a:l o:fAl~J>~a, Colorado,
. Connecticut; the:Distfict.o!Coli.lmbia;FIbrida, Idaho, nHnoi~~Iowa, I{ansas,.Maryiand,.

~sach\lse}ts, M~chigan; Miss~lIri••Montana,.Nevc:oc1~N.(;:w j~tsey.New York, North
Carollna,Ohio,Otegon, pcnnsylvat1ta..;$outhtJaroBnaiTennessee" 'Texas-and
Wisc~m$~n,AttOm~Y$den~rfli·a~usedinthis S¢ti1.~ment-Agr~ment shalltnclude
"Particlpating,Attorne,Y!!l·GeneraL".asdetlned below;

B. "Participating Attorneys General" shall meanany Attorney. General who elects to
p'1rticipatehjthis.S~ttl¢f:l1ept,Agveemen~ .Qycompletingiheform aija¢h~d.hereto:as
EXhibit::st pursuant to p.ar~~aph37be16w. .. .. . .

G. <lM4ni9ip~1Bond D~riya.t~v~sn~.n?llmean; .mc()n~ts invqlving th~ reinvestment-of'the
prbceed~ofta."'{,..~emptbtln4 issuesand Qwali:tIe4Zone AcademYB.ondS, or.bond~ .
!'$$ueclby 9,:pn beh~ltoranygoY~mmentah~rqua$I ..governmentalcir nQn~profitentityin
thtrUniied Sta1e~~t-ncluding·PQt.notlimjted to, Stat¢~~·~itk:s).tPWhS~Qo~tie"$!vi1blg~s;
perishes, s~hooi distrIcts, chlbsorvm'lous ,eCOnOn11cdevelopment, redevelopment,
fiha.rtcinltj 16ttery~pi.ttkitfg,ho~sitig;ei;luca:t..o1)al~ rne4ic~1,teligiousl puplic:s.a.fety,.
building, water~-sewer~.·hospital,.ttansportat1ot\,publicworks~·waste.mana.gemet1t,
ehvirOJ.1111ental;port!.:park,liirpo~ telecormnunieations and powerauthon~es, .
corporation. or boards~includi'ng but not Iimited to·f~rward purcha~efsuppl}'ord~1iye!y
agreements. repurchaseagreements, .,certificates·ofd¢p'osit;.escrow~.andsecure.d,and
unsecured guaranteed iiwestmentccontr.act.s r'Ouaranteed -fuye~~entCo:ntracts"); a,nq
(H)'.r~lateqtransactions.invoIYingthe.managelJlentortransfer.ofthefntetest-raterisk
~$9ciated with .thebonds orhortd i~~~$ .~e~cri:l~eclab.oye*.incluclirtg;):njt:no.tlimitedto,
SWCl:PS; 'opiions,.swapt1ons~.capsico'llarsand floors" Notw.lthstandihg:the.f6regoing~
M!lhi6ipru B.bndnerivat.iv¢s:~() notinclude; O)c9Il.t~¢t$ to underwrite the.i~$.Jlance:.of
Murii¢lpal Bonds;.{ii) credit.defa:uitptodticts; such as:cretlit defauitswaps and credit
defau!t .¢ptions;:(i:Il) auctipn~rate,~ecul'i.ti~~;dy}jnter-~eal~r~wap~;.f.U1d.(v) s'yvapS~Ql'
other .agteementsbetweenProvldersto l1edge!manageor otl1erwise.si1"areor tninsfer
the,~rri~k:pn Municipal Bond Periv.atiyes,e~9.~pttQth~~~~nt·t1s~-tq tacilitat~.any
improper undisclosed paymentsto'.brol<ets.orthe tigging 'bfbids fertbereinvestment or
management pfqon<;l;pr:oceecis. . .

- 6.-



D. "Covercg Derivatives" are.Guarameed InvestmentContracts that meet thecriteriaset
forth· in.Anaehmeni.A,

E. "Municipal Bond. DerivativesCounterparties" shall mean the entities thatentered into
one or more MunlcipatBondDertvatlveS; but shaJlnotincttldeProviders~Brokers, other
fin~ncial institutions or any for-profit.entities.

F.. "Bligible.Counterpartiesvshall mean Municipal Bond Derivatives Counterpartiesthat
entered Jute one or more Covered Derivatlves with ·theGEFCMS. Platforms, .

G~ "AdditipnaI Eligible Counterparties" ·shall mean Eligible Counterparties identified
within ninety (90) days after the-dare-the .noticelssenttogilgibleCounterparlies,

H. "Psrticipating.Counterpartles" shall mean Eligible Counterpartiesor i\.di:iiti.onal Eligible,
Counterpartie~thatsubmittimelyandcompi~teclaims pursuanttothisSettletnent .
Agreement.

r. "Providerts)" shall meanbanks, insurance.companies, other flnaneiel instltutionsand
anyoiher personsor enthiestbatengage'inoroffer to engage intbe·business of b-uyin&
sellingor enteringinto Municipal Bond Derivatives with Municipal.Bond Derivatives
Counterpartles, .

J. "Brokens)" shall mean personacorporations, flrms.partnerships and-other entitles.that
act on beliaffoforassistthe Municipal Bond Deri vativesCounterparties in developing
requests for.bidsorpreposals, In sollciHngbids or proposal$and/qr in evaluating bids or
prepesals fotMuni6ipal Bond Derivatives; For purposes of this Settlement Agreement!
Brpker(s) shall alsoIncludepersons, corporations, firms, partnerShIps and other entities
that~\dv1seMunlcipa]BortdDefivativesC()untetpatties orprospe¢tiveIylunicipulBond .
Derivatives Counterparties,

K. "Relevant Conduct" shall mean GEFCMSPartiesengaginginany.ofthe following
conduct from-January 1.. 1998throughDecem.ber31 ,1006, vvhetller by itself orin
concertwlthother Provldersor Brokers: (i) rigging bidsor·fiXjng.theplicesor other
tenus ~(t cQut;lltiPI1sp.Omy Ivl'tJD~cipalrBon4.0erlvatives; (~i)a~eingnotJobid. for any
Mi..mlcipa( Bond DeriV!:lfives;(iii) engaging in anyotherantiCornpethive conduct relating
to the.marketiIlg,!)ale,.pl~ement~ modit1ct\tion or' termination or~my~nicipa1·Bqnd
Derivatives; and·(iv) engaging1rianydecepti ve, uafalror fraudulent cortductrelitth.'lgto
MunicipalBondi)eriyaHvesthatJs described InParagraphs I - 2Softhis Agreemenl
(AllegatIons). .

L. '~GErCM$Parties" shall rneanGfiFundingCapital Mar~etServic::e~lIn";'1 Trinity Plus
FUridlngCompany, LLeand Trinity FundingCompany; LtC andtheparents,
subsidiaries, divisions~gtoJ,:lPS,affiliates andpartnershipsofeachorihc foregoing. For
purpQsesofthis patagra'ph, ..afflliates'vshall mean entities that ate cur't'ently or were
formerlycontrollingvccnirofled by or under commoncontrol with GEFCMS.

JV1. "GEFCMSPlatforms" shall meanGliFundingOapital Market Services, Inc, (flkla PGle
Capital Services, llic.)and twolndlrect.subsidlaries- Trinity Ftmdii1gCompany, LLC
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and Trinity Plus FundingCompany, LLC{tQgether "GEFCMSPI'ltfonns"or
individually (\.G~FCMS:PlatfQi'nf'), .

PARTIE.S

I. GEFCMSshall meanGE funding Capital Market Services, Inc., a .corporation existing
aT1.dorgat)izedunder tl1e laws .onheS.t~te.ofPelaw!U"~, with i(s.hea~ql.lart!ersin .Stilmtorc,i, .
Connec.tlcut,:and.:itspredecessors; suceessorsand .asstgnsand :its·subsidiaries~divisions, groups,
and pattn¢rships; ... . . .. .. .

2. The Attorneys General and the Partlcipatlng.Attorneys General are the .chieflaw
entQrcetn~nt: I)ffi~ers.pnhe~rrespective ~tates:~ndare. respon~ibl~ t(>r~nforclng'c.el·hiin laws
rela:tingtO.·the· ~el¢va:ntC6tiduct. ..

SETTLEMENT PAYMENTS ,
• '-j

3. GEFCMSsh~l1 p~y a.total of$3:4,25.Q,pOO.jn coneideratien 9fits settlement with the
Attorneys-General.. GEFCM$' s payment :corisist$.Qnh~;fhno~"ihg;

a. $30).oOO~o.OOaspaymenttoBligible.Ccunterparries.ro be.paid into an escrow fund
iha(lcofdan(;ewitbPatf}grapb,:trbelQw; .and .

b, $3,OOO,OOOas.an Additional Payment tebe paid in accordance with Paragraphs 18
~W~~~·· .

c. $1~~50.000as;aCiviLPenalty tobepaid in accordancewith Paragraph 20.below.

4.. GEFCMS.shall pay $30~O.OO,OOOinto an escrow·fu.nd C'Fund!') in accordancewlththe
Attorneys General '$ ·histriictiqns Within thir~ (~O)~4.shi~s~.d~*-Y$o:f1~eeffe.¢ti\leqate9f this
Settlement Agreement.. The monies in theFundandanlnterestearnedthereonshall.be used to
rl)akepaym~nJsto Participa,tingGo;u!iterpa.tti¢s.. Any jntei'~st,ea,med:bythi~;Fu1l4shall r¢m~n in
the ,Fund and beavaililble'Iorpayments made.fiom the Fund'in accordance with thIs Settlement
Agreement, NP.:P{)l1ioQ:ofthe F~:n.dshall pecQn~jdereqa,·fine.'(Jr'·apenalty.

5., Theremainder of the amount paid:.\;?yGEFCIylSpqrsua.nt to Paragraphs .3(b>..and (c) :~hall
comprise the AdditionalJ>aymentdesctlbed inPat~graphs 1'8nnd 19·beICiw·and thi;fCi"U Penalty
des¢f.lb.ed in Paragraph 2~rbeltiw~a$hallqe:paid int()·$epar~le4ccQunt($) p'~J;sJJannoJh~
Atiomeys~GeneraP s'ihstructi"ons..· .

6~ It j~ acknowledged by GEFCMS and the Attorlley~qf;neral·~at tllejdenti.fication ..of
EligibleCounterpartles:who,tmter.ed mtoOOatanteed·lnvestmetitCoilttacts with the 'GEFCMS
P.laff()rIl)sduring~~~ Jel~Yannh:ne period, as.defined in Att~chmen(A, ~asd~~nninedbyth~
Attorneys GenetaI"basedon the Attorneys ;Gener~11stnVe$tigatloh :apd i~fO.rmati~n.prCivtd~a by
GS:FCMS. it,··witMil 9'(),daysof notice.toEliglbfe CounteJ:pariles.lris. determlned by-the
AttorI1eysGenetaI;.:ifter.cQ~$ultati9n :Witp tpe clairn~~dtrtiitisjt.at6t~lh.at.tf1~t~:af:~ad~itiona[
Eligible Cbunterparties.thatcould not be identified. dueto errors or cmlsslonsIn the in fermat! on
provided by OEFCIy1S,.then;stlch ad4itibnal'etl~tres~hl:llLals~;bee.l lgible tor.¢ceivep~y'rI)etlt
from the.Fund;



7.. GEFCMS warrants that, as of the Bffeetive Date of this Settlement Agreement, the
G:EFCMSPlatfom1s are-net insolvent, nor-shall payment(s) mto theFundor payment otthe
A4ditio!'lalPaymentor CivilPenaltyrendertheGEFCMSP.latf.ormsinsolvent.withinthe
meaning :of and/or fot purposesof the:United Statea Bankruptcy Code. lfa·caseis commenced
agail1sttnc.OaFCMSl>latforms1.mder title 11.oitheUnitedStatesCode.(Bankruptcy),ora
trustee, reeeiver.or conservator is appointed under any similar law and, In the eventof.a final
qrder by::ac()urtof competentjurisQlcdon deierminingthatpaymentsmade pursuantto this .
SettlementAgreementj.and!or any accrued fnterestorany porti.on thereof'constltute.a preference,
voidable transfer~.fraudutent transfer orethersimller transactioTl, Jmd\f~pursuantt{) such order,
paymentsare:ntit Inade:purS4arit to this.Settlement Agreernentor.such' paYrnent~,arereturn.e9 to
theGEFCM$ Platforms.,. orthetrustee.recelverer conservatcr-appoiuted by a.eourt in any
proceedlngs rehitll}g.totheGEFCMSPlatf{)rm~) then Jhis S¢ttlement Agreementsbal] be
termlnated-1;ntlcul1ceUed.

8. An escrow.agent, which. shall not be GEFCMSqrun alleged participant inthe Relevant
Oonductas .icle¢itled by~he:Attorneys.General, .shallbe selected byGEFCMS within thit~y(30:)
daysoftheEffective·Dateofthis·SettlementAgreement;hQWever~theAttorney'sGenetalodheir
desjgnatedrepres~ntativeshaUapprov~,inadvanceof engagement, tbeselectlon of'the escrow
agent and the terms oftheesctowagent'sconfract Any ,amendtnentot-the'contract mustalso be
?ppr9vedby Jh,~AttorneysG.eneralorth~ir de~ignateqrepr.~seritaJive. GEFCMSan.(l-the.
Ati:omeys~General agree to cooperate Ingood faith to rcsolveon a·tiinely basis any objections· by
the Attorneys General or their designated.representative to .the proposed. escrow agentor.the
contract terms. Notwithstandingtheforegoing, any decision by the Afiomeys General to
disapprove a proposed-escrow agent and/orthecontract:shcillbe final. ·1beconttact should
contain provisiollsstlbStantiallysimiIar to those set forth below, The escrowagent shall invest
the cash in the Fund in obligations of or-obligations guaranteed by the Dilited States. of America
orallyofitsdepar,tll1ents'otagencte~~ to obtaln the bighestavail ~bleretl.lrn on inve.stmerit
conaistentwith the preservation. ,or:princip~l,..and shallreinvest.the proceedstrf'these.lnstruments
as they mature iritosiinHarinstrumentsat {heir-then"c.urrent marketrates. Byselectiirg.the
escrow agent; GEFCMS. makes no-representationsor warranties.ab:outtheesCTowagent, .and
neith:er tile AttorticysOenerai nOrGEFCMSshafihearanytiskor liahility relatedtothe
Ihy~stmei1tofthe Fund, The escrow agentshal! be liable foratly.·lqsscau~edby its (tlr its.agents)
own willful mlscouduct, inC1u4ingtheft or embezzlenwnt,()rgrossnegHgence. The.escrow
agent shallnot be liable for any kiss res.ulting from lts ,good faithreliancepl1 Instructiortsfrom
the claims admlnfstratordescribed herein which have been. countersigned. by an authorized
individual.on \:>~halfof:GErCMSand. th.t!Attcmeys General, Notwiths~l1d~ngtheforeg()irlg, the
escrow agent shall use all reasonable efforts to correctany:mistakesifthe.sa:me shouidoccul',
includj1,1gbutnetlimitedtoaFederal Reserve wire-recall process-for funds: wired to anlncorrect
b¢nenciary, a.stop-paymentonacheckIf'the item is not presented fur payment at-that time and
h:oldingtheac.counfba]cmcesothatonly known and acceptable transactionstake place. An)'
instructions.from dEFCMS relating to theadminlstratlon of or disbursement from the Fund to
Particii:mting CQunterpartieSlml~becountersignedby the Attorneys.General or their designated.
representative. The escrow agent shall provldecoplescf'monthly.statemetrts to tfieAttOnieys
General or their designated representative andGEFCMS. Theescrowagentshall disburse the
fund in a manner consistent with thlsSettlement Agreement and consistent.withthe instructions
of'theelaims admiuistrator, Thec-Ostsoftheescrowagent and the costs oradministering the
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Fund (inclu.dingthe preparation of'anytax returns)$.haU ..be the.sele re~p'msibilityof QEFCMS
ano'shaH not he paid from the:proceei;ls.oflhe :Ftm4 ..
9. The Fund shall b~tt~t~dasb.eing.atal1 times a qualifiedsettlementfund within.the
meaningofrrea:s.Reg~ lA68B;.1 r rhee~(;r.QWllgentanq.;a.srequir:egJthe .ptwtiesshall timely
make such elections as aecesseryor advlsableto.carr.y out :tlieprov.islons.of. thi~Paragraphj
hlCluding,Jhe "reiation!:'.qack elt!~tion,"asdefined in Treas, Reg~ 1,A68B-l,. b~ckt{)·th.¢ earnest
per:mitterl date, Such .electlons.shall be made in comp liance withtheprocedures.anif
requirements containedin such regulation. It shall btfthe:responsipililyofthe escrow.agent.to
timely an4 properly prepare and deHvedhe necessary.documentation f'orsignature by all
necessary partles, and thereafter lo.causeth~:appropr.~~te.ti1i.ng,t90CCl:lr. The escrow agent sh;1I.1
be~e ".adininistratorn(asdeff1)edJpTr¢a~.B,¢g. t.46gg~2(k,)(3))pftheFund,and shall timely
and pr9periy' file--alI inf6rmatfonal andoth~r tax.refurnsnece$Sar.yoradvlsa,ple:with :resp~cttQthe
F~lld. The.e;xpe~sesoftax pr:ep~r~tij:m~nd. tax ftHngshall be bome byGEFCMS. Taxes.shall be
ti:nle.lypaidby thc:.escrow.agerit:outotth~.Fund.The.escrowagentshall be·Qbligatedto
withhold from diSlribuU(,)qoutof.the Fund anyamounts nec~aty.tQP~y.:sll¢b .4lXIi;;tbilities.(as
wellas anyamounts.tbat.maybe required to:be wlth~eJdunder·Treas.Reg~ 1.468B ..2(1) (2»).

10. A claimsadministrator shall.be .employ~.dto provide notice and distribute and/or
adminlsterthe dtstribu.tion of the F"l11dIn accord.ance.whh the terms.of this Settlem~l1~
Agreement. GEFCMS.shall selt;:cttbec1ai.m.sadministrator; however, the:Attorneys.Generalor
their.des~gl1ated representativesball .approvet iii.adv~n¢e.of engt:lger.l1ent~the selection .of the
clalms.admlntstretor and' theterm.saftheadm inistrator~s.contract. Anyamend.mentof the
contract must.also 'be,apptdved by the Attomeys General oi'.their designated representative;
however, OEECMSandthe Attorneys General agree to cooperate in .goed faith to resolve ona
timely.basis:any:ohjecti:onsby theAtt~neys Generalorthe desl gnated representative to the
claims ildtnrn.is~r,a~ororthe·c~l1tractt~rms;nolWithsta!1dingthe:roregoing,ally·de.cislon·by fhe
Attorneys Gener~lto-dlsapproveapreposed'elaims admlnistrat~r~nd/Qrthec-ontractshallbe
final. The contract withfu~cb\imsad.mjni'strator:sl:um expressly proviq~.fhl;1t::(1) thec.laims
adm'inistratorshaH:provldejnt~ilm' repot.tsto::OEPCMSAm&the· AttomeY$ Genera-l~J;lo less thap
~v~ry thirty om gays. .o..rasothenviserequestedb.y<theAtt()mey;s General orGEr:CM~; .that:sliall
lncfude anItemizatlon of ailpaymentsmadefronnhe Fund or theResitltle':(as:denned'in
Pa.rag~pp: 14b~low); {jiHhe.c1~imsadmit)im.ratorshaU prepare draft notices to Eligible.
Count~tparties and Af.iditional E1iglb.ie.Counterpl,iriie$1Which~baU include a notice letter, an
eiectit)rdo pan:i~jpatealld release rormanda'~q\lestjon .and answer;p~phlet ('~otic.e~a~ket'1j
(iii)theN6tice Packet-shall be'mailedto EUgible.Counterpartie$an~ Addi(io-nai Bl.lgible
Counterparties by first-class mail, postage.pre-paid flnd.by e)ec.tton:i¢.:denv:~t:Y:ifaddressesare
aVailable; (iv.} Uieelain:rs'admiriistta,t9t'shaUmaintain a settlement web$iw(which:shall not be
identlfieqwifbOEFCMS):and shall.provlde.a method by whi.chEtigibf~CoW1terparth~.sand .
A4ditidnal EligfbleCoun~etpattie$ may ¢aU withquestiCitls~abbtlt.th¢settlement;{v) tncrNotice
Packet and any·otl1erwrittellco:rnmunicatioowtth::~nyEl'igible CQ!Jnferparty•.Additionai £Uglble
Counterparty 9rl'aritcipating.Cc~nintet:pl1rty; ihcfudingthelenertbat:will:accompany-the.mailiilg
ofpa~l1ients to Partic.ipatingCol:lllterpartiesfi'om.the. Fund, shall.be approved in advance by:the
Attwneys GeneralQr: lh.eir designated representatlve.afier .consulta.tion\"itli'G.EFCMS;.(vi)
lustructions toth:eclaill1s ;aqm1rustratotr~gardinglloticesand .distrlbution of'the Fund to .
'P.artrc'ipatin~l:C9unterp.artlessh~n'tieco"tntersigned by the Attomeys General :odb~ir designated
representative; and (vii) any.q\~~stibi1Stegardiilgthedi.strib~tiot:t_tot.lre Pal1icipafing .
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Counterparties thatc~nnotl;le answered by rheclaims administrator shall bedirected.to the
Attomeys.Gelleraiortheitdesignated representativers). The Attorneys General agree that the
Notict;:lPa9ket(~ndall components th.~re(rf)shall qqrifOnntqlhet¢;iofthe Noti¢e Packerissued
in:COl1nectidrt with the Attotneys GeneraPssettlement with Bank of Amedca; dated December7j

20ro, insofar as the substantive pn:rvtsiQns .ofthc .Bankof.Amcr.ic.a settlement ~dthis. Settlement
are similar. By se'lectirtgthe·claimsadinil1istratot; ..GEFCMS makes no.representatlonsor
warranties about the claimsadmtntsrrator -. Thecl aims administrator shall bearall.rlsks .related to
the administratlonof'and/or distribution ofthe Fund. Neither the Attorneys General .nor
GEFCMS:beartmyrlskor Iiabllityrelated to theadministretion.and/or distribution of the Fund,
or the-actions or.inaetionofthe claims.edminlstratcr, The costs of'ndmini:steringthe distribution
of the Fund (includingall notices) shall be the soleresponslbllliy 'ofGEFCMSand shall not be
paid from the Fund ..

11. Payments from the Fund.shall be made toParticipa~ingCoun~~rpal'ti.es,. pursuant toa
formula developed by the- Attorn~ys .deneralin consultation withdEfCMs. To the extent-a
~ar.ti~ip~ting Cbunterpartyhas .or will receive a peymentthrough theSEC Resolutions.with
GEFCMSfor rhesame.transacrlon.ortransactlons, such payment amount will be subtractedfrom
any payments to be made fr.oIl1Jhe.Flmd~ Notwithstandingtheforegoing, the Aft0rrteysGenel'aJ
shall have the right.to adopt a formula they deernapproptiate fbrpaymertts from the Fund.

12.· In order to ensure that paYIl1(:l1tl; are made to the Pllfticiptltil1gCouqterpai'ties.Qn.atimely
basis! GEFCMS·andtheAttomeys.(3ertemlvlHi·workirt·go6dfaithto·completetheitrespectlve·
duties and.tasks as set forth in AttachmenlB within the time specified thereln.

13~ To receive-a payment from the Fund, Eligible Counterparties and Additional Eligible
Counterpartiesmusrsubmit a rimely election ro.parriclpate.accompanred by a signed release in

.the rotmattached hereto-as Exhibit l,iil ..accordance with the instructions set forth in:the Notice
Pi,lcket. In theeventthatl:l/1y Bliglble.Counterparty or Additional Eligible Counterparty-elects
nortopartlclpate Orotherwise does not respond (I~NOl1-Partlcipating Counterparty"), this
settlem¢ntsh~l havenc effectortany claims-or causes.of'action for damages, dIsgorgel1ientor
resthlitlon tilat5UqhNon..'Participatil1gCounterparty may have .againstdEFCMS forthe Relevant
Conduct; . .

1.4. In the event that.any ofthe principal ofGEFCMS~s$3Q,OOO.OOOpayment (i.e. not
including'accrued interestjremainsIn the'FundafterallpaymenJs havebeen madeto
ParticipatirtgCounterparties pursuant.to AttadlmentB ("tile Residue"), GeFcMS~upon ten (10)
daysn6tice totI~e Attonreys General, may instruct the claims admtnistratorrcuseanyof'the .
Residue to satisfy any pending: or other Claims "asserted by Municipal Bond.Derlvatlves
Counterparties r~latingto the Relevant Conducthy disbursing.suchmoneyfrcmthe Fund
specifically for such use; provided, however, that.the.Residue.shallbe used .sotelyfor payment of
6therCtaitns asserted by .MunicipaLBond DerivativesCounterpertles.related tothe Relevant
Conduct.

15. Notwithstanding anything in this Settlement Agreement to the contrary: (i) GEFCMS is
specifically prohibited from using.any ofthe Fund or Residue for payment of.attorneys': fees;
(ii)'irt no event shall any distribution toany non-Participating Counterpartyfrom the Fund or
the Residue exceed the amount the non-Participatlng Counterparty would have received. if it
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had J!Jeqte.d~Qbe .~.Parti.9ip~ting Counterp~rty underthis ..Settlement. Agreement; 1 (iii) any of the
Fund Qr'Resicluercmaininginthe Fund as-oI:fi1.e date theJastcasethafis otwuspart ofMDL
No. 19~O,Mas~~r. Do,*et No! .98.;925J .§.. (/11 re MUYlip}pfl-l. De.r:iva(i.ve~ AntitNJ$t.Lltiga#(m)i.s
dismi$s~d·whhprejl.ld lee 'as toGEPCMS.and the-time t.Or·appeal has eXl'iredShaJI be.pai'd to a.
multl-state J);u)d:foradditi<mal di$b.~rsementto P.articipathlg.Counterpa.rii~&~ IQ.rthe :an~itrust
trainiqg.ofdeputy andassistant:A;ttotneys General; or"otherwise .direetedbythe.Anomeys
General; and (iv) undetnocircumstances.shall anYofthe.monies in.the Pun&orR~idue~ atan,Y'
time, be returned to OE1tCMS. ..

16. The claims administrator and the escrow agent-shall provide .GEFCMS..and the
Attomeys.(j~neral or their designated representatives with a nnalr.eport acceunting, for ~I.I
amo.unt&P~idto ParticJpatii1g~qunt¢rparties from th~,F~nd·arid towhomsucbpayments were
made, In ~ddhl()Jhtheclaim~adminJstrator.anci eserowegentshafl.melntatn andprovlde
OEFCMS'apq~he·Attomeys·Geper:al~rt~eir destsn.;1ted r¢present~tiYes.wtth :repqrts
accountfng fQrpaymen.tsin~de to.:ali. ofuerMunicipal·BondDerlvativeCounterp!\rties.(other
than the participating ...Co1JnterpM.je~}.P\lrsuag~to Paragraphs J4 and .IS· above.Spchreport'$.
shatlhe provided monthly or.asotherwise- requestedbyGEFCMS·or the AttomeysGeneral.
LJpcm request, the ~la.itnsadDljrlis~ator :~d escrowagem.shallmakea:ya!lable for inspection by
the i\ttomeys General ortbelrdesignatedr¢presentative$allrecords. reja.tingto ·s\1chpaYn'l~nts~. . . '" .

17. In noevent.shallany money Jn.the Fund be used to pay ~ttor:n\ilY's fees, i.l'1cluding
attorneys' reesi'ncUl1ed' in .siltisfyirigpayment pursuantto periding'or oihercla.ims:asserted by
MunicipalBond DerivativesCounterpariiesrelatingtoihe Refevantdbnduct, or.anycostser
expenses associated with:the establishment ,or-administration of'the Pundt .incltidingput· not
limited to the. costs of identifying Eligible Ceunterparties, providing notices, calculating
payments,issufngchecksand preparing ;anyaccOUntlhg,retUrn(s) cit other rep(>i:ts; .

ADDiTIONAL PAYMENT

18. Within. thirty (30) business days .of.the Effective. Date of'this Settlement Agreement,
GEFCMSshaUpaYorcl:lus.e to bepaidt by wire transfer, certified cheek orother g~al'~rite.ed,
funds,pursuanttQ th~instrucfionsoftheAttorneys Genera1, thesumo·t$j·;OOo,OOO.(the .
"Additionnl.Payment")~ .

I9; The Additi.onalP~ymQ.ntshali be apportioned and used for any .oneor more ofthe
followingpurposes, as:theA~tq:me.y!) General, in tlreir-sole dl.$l;:.reti9fl,seent::rd) pl;lymen~of
attorneys' fees and expeuses, :(b) antitrust.er consumer protection law enfor:celll¢nt;. (c) to cover
additioJ;la1exp~nse~ relating to. ~h~JmgO.lngAtto.rn.ey~ O.tmeran~.tn:vestigation.and .~YJeiated·
litigation; (d) :fordcposit inio~,state antitrust otcorisumetptoteiCtion,account (e.g, revolv·ihg.
account, irusteecount), :lOruse.Jil -accordance witb ,the·state ..Iaws,,gOYi!!rn lng Jhat aCC()~lI:ttj (e) for
depositInto-a fund excluSively :dedicatedtoassi&tirtRsta:te:attorney.s~geneia:1 defray the costs of
expertsiecol1omists.and ..consultants.inl)mltistate:;a1'ititru;stinv¢stigation$: and litigafion;c.or (t) for
suchother purpose .astbe Attorneys General deemappropriate,:c6nslstcU1t withihevarious states'
taws. '.

For theavoldence.ofdonbt.paragraph lS(ii) shan have no.effecton iUly distribution to-.any Munlcipal
Bond Deriv.atives Counterparty·that didboterttefintoa Covered Derivative;. .
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CIVIl.r PENALTY

20. Within thirty (30) business.daysof'the Eftective Date of this Settlement Agreement,
GEFCMSshall payor.causeto be paid,bywitetransfer, certmedcheckorotheq~uaranteed
funde, pursuant.re Jh~lnstrtlctior)s'6ftheAttorneys General, the sUll1.of$1~250;OPOa~a civil
penalt:y~

PROHIBITED CONDUCT

2 L TheGEFCMS Platforms, their directors, officers, managers, agents, and employees-shall
not, directly ;odndirecdy:rnajntaii1.isoHcitJSllgg¢st~adyocate; gisc~$sorcarryout~l1Y ~lnJawful
cornblnatlon.conspiracy.egreement, :unrlerst::t:nding.plan.orptogramwlthttny actual orpotential
competitor, flna:ncialadvisor, swap advi$or,blddlngJt'gentofbrok er to:{a):submit courtesy,
coyer :or ctherwisenen-competltlve bids forGilaranteedlnvestmentColltraets;(p)..refraiil from
bidding all or negotfating Io-rGuaranteecflilVMtment Contracts; (c)coordin.atethepreparation,
submission, conierrt, priceanda~h~rtermsof Guaranteed lrivestment.comr~c.ts; ot(d):engl,lgein
the Relevant Conduct.as defined. above. .

2:2" The GEF:CMS Platforms, their directors, officers, managers, agents, and employees snail
not. in conjunction with the marketing, sale crplacement ofGt.JatanteedlnYestm~nrContracts
make.material misrepresentations or ornltmaterlal facts to ·potenti8Jcounterpardes~ the-i~agents,
brokersor'advisers.' .

BUSINESS REFORMS

23. Wi~hin (9Q) days .of'the EffectiyeDat~·ofthi~SettlementAgreelllen~ GEFCM8. shall
providetb» Attorneys General with a .cQPyoritscurrent.$pirit and Letter. Compihmc;ePOlicy.. .. .

COOPERATION WITH THE ATTORNEYS GENERAL'S INVESTIGATION

Z4, Until the dateupon whic~the·Attorneyl) General's.Investigation is concluded. GEFCMS
agrees.rocoutinue'te provide full, complete and prqiupjcoopel'at,ioti with tbe<Qngoing Attorneys
Gener:ans Investigation; and r~Ia,tedproceedings'andactionstagflinstanyotherpC;!r~olJi
corporatlon or entity,including butriotlimitedtoGEFC})1S1.s f~rmeremployees, GEFCMS
agrees to use its besteffortsto seourethe-fulland truthfulcoeperatlon -ofits current officers,
dlrectors, employees and agents 'vilh thepngoingA ttorneys. General's Imiesngatioll and.related
proceedings andactions.

25. Cooperation .shulliaelude, butnotbe limited to: (a)pr()dllcing; vollln~arily; wlthou;
servlce.of'subpoena, to the extentperrnitted by Inworregulaiibrtt all iilformatlon, documents or
other tangible:evidenceteasonablytequestedbytheAttotneysQener~1 thatrelateii to the
Att(,ltl1eysGeneral's.lnvestlgation, subject to thedghtto withhold information 011 grounds of
privilege, work productorother)egaldoctdhe; (h) preparing, withQutsery.i¢e of subpoena, to the
extentpermiUedby law or regulation, any compiiationsorsul11l11atles.oJ infonn.ation or data that
the Attorneys General reasonably request that-relate to theAttoni~'ysOeneral '5 Investlgation;
and (c) if requested by the.AttorneysGenera11working to¢nsuretha:f(JEFCM$'scurrerit.
officers: directors, and agentsattend, onreasonablenotice; anyproceedings (lncludlngbutnot
llmitedto.meetings, interviews, hearings; depositions,grandjury proceedings and trial) and,
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subject to tnedght to withl)pld·1I1form~tion.qn.grq~n4s QfpriYilege, workprcduct.oeother legal
doctrine, to answer.completelY,·.candidlyand'ttuthfuUy allY and aU inquiries·relatingtothe
sobjeqt tria.tt~rQrthe Atiorn~y$·G.elleral'~lnyestigation thaimay b.eP.utJosl,lcbpersons by the
Attorneys.Oclleraf(or .allYo't':themj.theIr- deputies, asslsrants .oragents), wifhourthe necessityofa
subpoena. . ' ..

26. In the event any GEFCMS document-or Jnformation in GEFCMS's.possession is
withheld or red~C}tedci.ngr,ounds:ofprivi.lege~ '.Vo*:..prod~ctoro~her ~egal doctrine. 'a statement
shall besuhmhtec.i·ttl writing by·oltFCMSiitdicating:(l) th¢·typeof document.or informatIon;
(n) the:dateofthedoc.ument;(iii)theauthQrand r.ec.ipieritofthedocument; (iv)thegeneral
subjectmatter'ofthe doeoin~ftt(jt infdrmati(m; (v) therea$on:forwithholding the document; .and
(Vi) the Bates number orr:ange;ofihewithheld -,document-The Attorneys:General orthek
designated representative may initiate.'~,chaUense~osuch claim inanyforQItl of theirt\hoiccanQ
may~witbout1hnjtationl.reJyon all unprivileged documents or eommunk:ations:theretof6re
produ.<:ed.ol'thecolltentsotwhich·have been' described by OEFCMS,its oftice.rs? directors, or
agents, if.any, .

27. It.is agreed thatany confidential information provided pursuant to- the foregoing
Paragraphs-shal] be.covered underthe GOl1fi~entiaUtyAgre.~ll1eilt,c;la~edJI.I]Y16, 20Q8~igned by
Cr~lg A.. Stewart QfAmold& j>ort~r tLPandMichaei'J;:;.C6Ie~ ..ChieC AntltrustDepart:.mentof
tile Connecti~ut.Atto.mey General's Qffice,as well as UteSupplemcf:ltul A.gt~eOl~lJfdatedAugt,lst
24\ zen, signed by John A. Freedmanof.'Amold&Portet LLP ·andMicha~l· E. ;Cdle~Chief:; .
Antitrust Depat1mcIltof th\! Co~ne~tic~tAttorlJey General' s-Offlce, .

28, GEFCMS.agreesnot to compromise the integrity or confipentiality'ofany aspect pfthe
Attorneys General' s Investigatlon .orany proceeding .or actions relating tQthe Attorneys
General 's Investigation, .by sharing or disclosin:gevidence, dO'clJme:ntsoi' -other.lnformarlon
provided to .GEFCMS bytheA.:ttbrneysGenerai. or their designatedxepresentaiiV~withotirtbe
conse~toftheAttorney's :Oeneralottheitdesfgn'ated repr.eseniative; G~FCMSshallgiVe:noticc!
to theAttdrney~ General of any discovery orother.reques; for such ihforma(i(,>nwitbitlJen (10)
busi~less:daysofl'ec~ipt.Notljinghereinshall prevent.GEFCMS from prQv:I-di;tlg:s~ch evidenee
t.oo:thergovernment regulators, self":regu!atoriorganizations,.law enfarcementagenoies or as
oth~rwise required bylaw or regulation;' .

29. GEFCMSshall maintain custody of, or make arrangements ~Q h~ye.m~in~ained~ all
. doeuments.and records' ordEFCMSreiated· to the AttdmeysGeneral':s Invesii:gationand covered

bytlJ.e su\)p9~na(s)lssued.in tbeAttomeysG~neral's Inyesti.ga~i(m .un.til~~e~ompletionofthe
invesdgattonandany:related1ingation, fucludingappeal$~ UponcompietiQno:f1heinvestigaiion
~d~.onclus~~m·.oJariy re.lat~dUttgatiori~im;Luding a.ppli:aJs~the.:Attorn~y'$ Gen.~ral.sh<llI,to the
extent pennitred'by jaw; .take reascnable steps t()eiiher returnto .GEFCMS.filaterIM$>prod~tce4
bythe.'{}EF.CMSPJatf.Qrlns totJ,e.AU9meys Oene~~H'illcQ"ule(ltion with. the Attorn(!)~s.O~neraf'.~
Inv.estigation (It todestf()Y such m~tedals, NQtwithstandingth~aboYe1 th~ Attorneys General
maymaintain jhe materials produced ifth~ybelieye it:ne.cessary to .comply with. applicable 'legal
slaridatdsgovemlngtl1¢retenoofland .destructlonof documents produced to them. AnyAttomey
General thatdoesn6tintendtoeitherreturn.or destroy such materials sh~n(3) notifyGEFCMS
ofl~intendon ·tomaintidn the.t1)ateda1s~{6.)direct G:EFCMS to' theleg~lau:thoritythatprevents·
the return er: destructlon o.fsuchmaterials,:and{c)confl~m in writing' the ALtom()yGeneral's
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intention to maintain. the continuedconfidentiality of such materialstc the.extent.permitted by
law arrdbyappllcable cenfldenttalityagreements. . .

ENFORCEMENT. ,". ",.,' .

30.. The Attorneys General.jolntlyorindividually, may make such application as appropriate
to.enforce.or iht¢rpret!h.eproy{siQns 9fthisS¢ttleJTI~ht Agreerri~ni()r, inthealtemative, may
maintaIn ally action withhdhelr tegctfauthority, either clvll or criminal, for.such otherarrd .
ftirther'reJ]efas any Attome.y:Gen~ra! may deterrnlne in his/her sole discretion.is-proper and
necessary fbr the-eaforsementof'thls Settlement Agreement, GEFCJvfSconsentsto th~
juris¢iqtio!1 oHhe courts 9fth~ States off.\lab~ma,Colorado, c:.QnnectiCut".iheDistdctof
Columbia; Florldai/ldaho~ Illinois, rowa,KEmsas,Matyland;Massachusett~.Mibh1gan, Missouri,
MOJ1tana,Nevadi:l,:N¢wje(~ey; N¢w York, .NQrthCarQllrIa}6hiojOregon,~pennsylvanta! South
Caronna, Tennessee,. Texas, Wisconsinartd the state orcornmorrwealthover.whlch l:!PY
PartiCip~Hl1g.AttqmeyGen¢ralhasJ urisdiction .andonlyfor the purpose of an action brought by
one-ormore oi'theAttorneysGeneral to enforce the lennsofthrsSettlement Agreement. New
Yoeklawshell applylnany action brought by one or more ofthe.Attomeys Generalto enforce
the terms of this Settlement Agreeme.nt, .excepttothe .extent thattheissueconcems Jhe
confrdentiaiity agreements.described in Paragraph 2~ above, lh which case-the law ofthe
relevant state.shall apply~Thepartiesrecognize that.remedies atiawforvlo1ationsofthis
SettlemeritAgreemenf; except forParagr!,lphs 3,4, 18and "20are inadequate, Thepartleaagree
that,.lnanyaciion to.enforcefuetermsofth"i's.SettfementAgreement,.exceptParagtaphs.3, 4. 18
and 20. aCburtshall have.theauthorityto award equitable relief, .Includlngspeciflcperfcrmance,
andthepar1:tesconsentto·i1teawardlngofsuchequitable.teiief·including·spedfle,perthnnance.

31. This ~e~lementAgreelPent m3:Y bemodified by the-mutual agreem';:l1tofOEFCMSancl
the Attorneys General. Arty-such modification .shall b6il1wrHing .and$.i~ned by all parties to thIs
Settlement.Agreement, '. .

32-. III the event that impediments arise in theidentiflcation.of EI~gibl~Counterpartiesor
AciditiQna,lE)igibl¢Gounterparties1 orintheallccatien.or distribution ofrnenles to Participating
Cbtii1terparties~ GEFCMS and theAttorneys.Generalagtee to j)setheir.besteffprtstqenntlnate·
or otherwise. resolve these lmpedimentsln order to ensurethat.timelypayment ISmade to
Participating Ccunterparties-accordlngto.the formula tobedeveloped.pursuanrtc paragraph 11
above. Notwithstanding the foregoing, the AttprneysGen~ral sh~n make the.final determlnatlon
as to who is an-EllgihleCounterparty.or Additional Eligible Counterparty entitled to receive-a
payment llnderthiS:Set~lement Agreementand how much eachls.entltled to receive under this
Settlenwntt\greement. .... . . .'

R.El.E~§:E.BYA~rro~X~?F3~EllAL.~
PARTICIPATING ATTORNEYS GENERAL

33.. By hisorher execution of'this.SettlementAgreement 01' by submission of anElection by
an AttorneyGeneral to.Partlclpate.in Settlement with GEFCMS' (Exhiblt2attached.hereto),each
Attorney G~n~ralt1ndPl1rticipa~ing Attorney General releasestheGEFCMS Parties, as defined in
Definition L,andtheirpastandcurrentofflcers;directorsand employees, other than those
individuals responslbleforthe conduct.setferth in paragraphs r~25 of the Allegations, from all
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civil claims, cOlJnt~rclah:n~~crQ~$claims~s~toffs. ~ivil.ca.uses.ofaction of.any type (whether
common law, eq"Jitable~.statutotY,regul!1tory·o:r 'admi~ls~r~ti've~class, illdiyi(,i~ator otherwise In
natur~.,and~heth~r- r.~du~~djo j.udgillen~,liquidated, M~li(;p.iidat~d,t1'X:ed~~ontingent"matured,
urunattir¢d, disputed, undisputed, secured.crunsecured), demands¥disput~St d~m~ges,restitu~ion,
whenever in<;urr~dalld liab.Uitie$ofany· nature whatsoever, including, without nmi~tiolJ,~cist~t.
fines, debts, expenses,-penaltiesand attorneys' fees, known.·or unknown, arisingou~ qfthe
Relevant :Condttctthatcouldhave. been asseriedby,each Attorn¢:y(jener~din,hisor hersovereign
c~paCityaschieflawen:tOrcementofflcer of hls ofberre$peCtjvejurisdictjon.· ..

34. The Attorneys General and Participating Attorneys .GeneraUntend by this Settlement
AgreementtQ~ettlew.ithand release {)nly·theGEF.CMSPatti~J as defin~d'inDeflnltion Lt~nd
a]Jof the-GEF'Q.MS PartI¢s' past .andcurrentofficers, ..d.ir.ectors;and .employees,otherthantbose
indfvlduals·responsible:f'or-the.conductset forth ,jn:set·f.orth In p~r~gra,phsJ,,25·ofthe·
Allegl:ltign$, at~d-do not intend.this Settlement Agre~ment,o~~ny p~h~reofor.any()th~raspe.ct
oNhe.settlementor th¢:t~leases~to extendtoi torelease-or otherwiseto:af'fecttn.anyway ~ny
rigbts.Jbat .tile.AttorneysGen~ratbaveQr.ma.Yhaveaga;~~t ~y ptherp~sori~. party. orentity
whatsoever. For thea:voidance of doubt! this' Settlement Agreement, or.any piUt:hereo'f or any

. ()tl'ier~p~ctofthe settlementorthereleases, .shall specificaIIYflot~xtend ~p,release.or.otfierwise
affectittany waY'anydgl1ts:tbatthe Attorneys.General :have,ormay have against Traditit>n
(North.Amerloa) Inc..eTr<tdltiQn''.).<:apitalFinan~ial Partn~rs,Inc., eCFr.>l~)~~ndanyofthe
parenta.subsidlarles, dlvisions;gro4ps,)tftlliatesi and p~ltnerShtps:ofeitherTra4itionor CF~~
lncl ilding, wttheut llmltatlon, .any of ~hejrr~specti\le,.pastor curr~nfQf'fi~er~,. 41.re9to.rs,
employee$~.oragents.Theprev:ioliS sentence is not 'intend¢d toaffectJbeapplicabiHty or non-
applic:a:i:iilityofMass, C.L.c.23tB §4.

~S. Paragrapbs.33 and 34pertain.onlyto. elaimsthat eouldheve been.asserted by the
AttomeysG~eraJ. or Participating Attomey~Genend in theirsoverelgn capacities and do not
affect civil oradm'inisttatIVe claims, causesofactiorr, count~rclaims,.set-pffs; dem.an:dsla~tions,
suits. rightS and UabHitiesfo.rdamages. restitution, disgorg~m~ntO.r ta.~esai:ishtgfromthe
RelevantCO'ndu~t:thatan AttomeyGeneral ,orParticipatin1tAttomey Gemim.d· may'assert on
behalf onmy Eligible o.ount~~l'atty .orAd,(1itio~l(lI~Hgible:Counterparty., The"p~iesu.nder:stand,
agree' .andacknowledgethatparagraphs 31 ..alidS4·.do·notpertaihto.the·.mortgage.lending;
m9~gageservi~hlg o~mortgage forec.los~lrea~tiyities~if:any. of.tb.e. GEFCM$P.~rti¢s~

RELEASE BY PARTICIPATING COUNTERPARTIES

36. In order to recover from me Fund ~s~a~li~be,dpurs~anttQP.at:agrapn3 oftbis.Settlell1e~t
Agreemert4. each ::P.arUclpatingCOUi1t¢l'Partysb~i he tequlredtoexecl.itea telcasc.1nth¢:formof·
Exhibit 1 attached her~to. .

PARTICIPATION OF ADDITIONAL t\.TTORNEYSGENER.f\L.

37. Th~.attOntey gel)eralof~ny ~~te thl.'1twisnestojoin in this-settlementmay.opt-inand
accept the terms or this Settlement Agr.eementby signing theopt-Inngreementappei1ded hereto.
as:EMibit:2;within 60 d~YSoftbeEffectiy~D~ti}. Anya~omeygeIl~ral scibmltdnga tiIn~ly()pt-
iu.agreement win .therebybecomea.partyto :thIs;$etttemelltAgreement. .
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NOTICES AND REPORTS.

38. AUnotices .and reports required to be provided shall be-sent.electronicallyor via first-
class mail." postage pre-paid asfollows:

ForOEFCMS: GEFCMS
c/o Colin Burrell
Senio.r Counsel
201 ij~gl}IU(Jge.R9acl
Stamford, Ct.:d6~()5.
cqlin ...bturell.@ge.com.

Craig.A, Stewart.Bsq.
Arnold.& Porter' tLP
399Pwk Avenue
NewYork,NY 10222-:4690 .
Ctaig;SteWart@api)rteriCOm
Telephone (212Y715~1142

Michael E..Cole
Chief, ArttitrustDepartment
Offiqeonh~Connectic:ut Attorney General
55 Elm Street
14a~ifordjConnecticutO"(}141
¥icha.el.cole@ct.gQY

Elinor R. Hoffmann
A$si~tal1tAtt.orney.General
6fficeof the New' YOl'kState Attorney General
120Bro~dway~Sujt~;26C44 .
New York, NewYotk f02.11
Elin:ol':hofti:nann@~g,ny,gov

For Attorneys.General:

Upon request by GEfCM.S, theAttorneys General willdesignatea representative or group of no
more.ihahthreer.eprcsentmiv.esto:serve as theirliaisonoi;i issue:sorc:oop.eration and claims
admlnlstration. .

OTIIERPROVISIONS

39.. This SettlementAgreement is entered Into vqluntarilyand solely-for thepurposeof
resolving ihediairns and c::s;U1se~o{aCtionagaIhsttheGEFCMs.Partles. Ul1s8ettleinent .
Agreemerrt apdartyandall negotiations, cdinmunications,doCUl'ilents{includingdrafts) and
discw:isionsassochitedwlth Jisl1aU'notbeusearorany ,Otherpurpose~except In proceedings. or
actions toenforce or-Interpret .thlsSettlemenr Agreement, It shall not.consrltuteor be construed'
as an adiulsslon.erevldence.of'eny violation of any statute.or law or of any [lability-or
wrongdoii1g.~bytheGEFQMSParties,:otMr~lJiyofthe·GEFGMS,Patties·fr.oma.ssertjng~any
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defense in any litlgation Qr'ldmini:itr.a,tiv~.Ql:.Qthel'.procl:edingb.aseduponta.risingo.utofor
relating tOI in whole or in Pttrt~fu¢·R¢levant Comi4ct.

40. Nothing in this Settlement Agreementshall relieye.GEFCMS.ofanyobligationsimpos.ed
by-any appIloable lews.or regJlratii)~Sfehitingto the mal"keting~sale orpl~cernentofGuarante~d
Investment Contravts~

41. GEFCMS represents that, pursuantto .an agreement ilhsl!t:rltered into with the Internal
Rev~oue,S~rviCe~tbe.lR~ bas agreedthat: (l)forpurp.os.esofcornpJiance by an Issuer withtlie
arhitragerequl"rementsofSectli:m 148 uf.the;JnternalReyenlJe Oode ftlr·CCive,red )3004 ~S~lJes~
Covered COQtr:actsare 4.e.emedto l:lavebe~ne!l.t.~red into on terms which represented the fair
market valueof'suchCovered CQntracts;an4 (2) for .PUfp.qSt;:S fof:Sectio~,s l03and HI throlJ,gp
150qfthe.lriter.naJ R,eyenue Code, ~~ settlement payments re¢:eived fiomOEFCMSby:at'fected
issuers are not requlred ro be .includedin procee'hror:grossproc~ed$'(}fther~lated bond issue.
Forthi!purp9,ses.ofthis'pl:lragr/:lph, "Covered Co.ntra:2W? refers-to th~fonowingcontract:Sduritlg
the period 1999 throug~12(}06·that the GEFCMSParties: entered into! bid all (~r refrained from
~iddilJg .on),p;fovided pric'ingJorofwa$'l$ked .toprov.idepricing.for, or Was othenvi.Se involved:
"lnvestment. Contracts;':~which weregparafit~edjilvesttc.iefit cp.ntI1lets, invo.lvi~g~he investment
cr.relnvestment 1)ftheproc~~dsofaState .orLocal bond within themeanil1gof$ectjon .iOJo[
tl1eCode (a'~State or Loc:alBond~I).The State or Local bond issues to which ~h~ Covered
CCl'ntI'acts.r.elate.~rcreferredto~Qnectivelylietfiinasthe t(Cover~d Bondlsaues}~.GEFCMS
agreesto indemnlIyull.dhold harmless.the AttotneysGelleral ~Q all EUgiblcC.ollnttfI'parties .and
A.4djtionaIEHgibleCoullterparti~sJ6rany JjabUiiyincu.rred.·as.aresultofany hrea¢1i ofJhe
toregolngrepresentatlon by (iEFCMS .. Upon request, :GEFCMS willprovide~acopy 'ofthe rRS
agreement toan Eligible. Counterpartythatrequests it.. The copy OEFCMS prevides may be
redacted to ·the .extent necessary toprotect:cori-tidentialmfQtma~ionoraso1h:el'\viserequired by~m.~m· - .
42. Nothing contained in thisSettlement Agreeme~t shall beconstrued as.mandatlng or
recom1J1~t1di~!lthattheGEJ~CM$' :Eaqies_:orJ~'ly.ofthejtcJJrr~~t employees bedisqualified,
suspendedordeharredtromeng:agingtnany.businessin(lnyjurisdict!on;.includingbutMt
limited JI.> ~he.marketing;.s.til~ 9i·.:pr~qet:m~lJtof.G!JC)r~nte~dln~~:tin~ntCoiltracts.Qr.~yother
investmentvehicle.In anyjurIsdIction. Moreover) the.Attomeys(Jeneruf.a:gree that in 'connection
with any state suspen~io~andtor4~bantlentpr()ce~4in.gin$titut~d.againstth~~GEfCMSParties.or
anyot.thetr current directors, o:ff'icers,.agent$~ oremplq:yees (or 'any"otberprnceeding in \vhiCIl n.
stiiteor 14?calel1Pty .jscon.si<.iermg:notdQi~g. h~$i.n~ss·.Wlth the'G.E.F,CMS:Pa~tiQ.S), ~t·the
(tEFCMS·Par.ti~sreqQestany Attorn~y Genera] shall .promptly .makeknown to tbe.sq.spending
and/or .d¢barrilJgagthority (oro~I1er relevantstate.or J.9ca1.entity) tpattbe OEF.CMS Panieshave
cPQP~tated fully with the Attorneys Geherai's.lnvestlgation ofMuilioipai 'Bo)ld. berivatiVes~have
giv~f:l $.tibstanti~d ~sis~at:lc~totheAttorlj~ysGe1)~r~e.sJi1ves~ig~t'onan.d havepr()Yide.(i
approp:daterel1e£'Jbl'·th~harm it'caused .. 'N.btwlthstandln~.the foreg6iilg; thlslii~o.visi()nslmU not
requ.ire any Attorne:y Generl;\l to discl()~e~QnfidentlI;11 bJfOl1l1atioll.Qf·totake any action that
would cempromlse t1)e,Attomeys General~songoji1gjnvestiga:tlon.

43. This Sett.l~m~n~Agr~ement shallnet confer-any.rlghts.upon, and i~notenfarceable.by,
any persons .orentiii~be$ides;the At1onreys:,Generalilnd tne.:GEP.CMSPart.ies.



44. This Settlement Agreement may be-executed in counterparts.

WHEREFORE! IT IS SOAGREEDAND the :follo\.\tingsign:rtlJresareaffixed heretoon this '}...?/J
day.of'December 20l1. . .
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GJljF~ndingCapit~dMar~tServices, Inc•

.By=



BY:
GEORGE JEPSEN

MichaeLE. Cole
Chict~Antitrust.Department
ChristopherM· Ha~d(l<l
Assist~ntAttomeysGeneral
SSElm,8treet;. PO Bo~ 120.
Hartford, CT;0614}'~O}20
Tel:(g·6:6)8o.·8~56.46 .'
Fax: (860.)80.8-$0.33 .
michael.cole@ct,gov



EJinor R. Hoffmann·
Assistant Attorn~y:

Office. of tbc.Attorney Gennal
Ant~tn.urB'urcau .
26th Floor, 120Broadw~y
New Y-ork,NY 10111
V.oiCc: (212) 416;';8262
cUnor~hoffinannra>.agoiny.gov
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ATTACHMENT A

The following.criteria shall be appliedto .determlne whether a.Guaranteed Investment. Contract is
aCov(lredDcri.v~~ive: .

A. FOr Guarantees! Inv~.stm~t Contractsthe; wereawarded through a competitive
llldd.ingpr9ce.ss:

1. The Provider..of the GuaranteedInvestmen~ Contr~c.tisGEFtm~ing~pJt~l
MatketServlces, Inc. (flkJaFGtC,Capitai MarketServices~ tne.); TdnltyFunding
COt:i'lpanyLI.,C9r.Trin1w Plus Flmdirig GOp1pati:}'J LLO (logetl1~rHOE."FCMS
Pla:tfQl'ms'f.or individilally':OEFCMS·Platf'orm,j);·

2:. TheGBFCMS Platform and the .counterparty entered ir.s~(,)the GUtlf!l1ltee.d
Investment qonttaclttai1$a¢ti"onb~tweert f999and2005~ iil¢lusiveI;and

3. The Guaranteed Investment Contract has been identified by the Attorneys.General
as eligible.

B. Notwithstanding the eligibility criteria in PactA above, a Municipal Bond Derivatives
Counterparfy (1nct~dlnga'c.ounterp<'lrtytoanyG\larant~e4·inve$tlJle~t.C~mtract· .
descrlbed it!A:ubov.e) is.not eligible ttir.¢ceivep~Y1l1.entttnder thls.s.~~\ement
Agreemeni.withrespeer COany speciflcC:overedDerivativeronvhlch it will receive .8
paymentthrough1he SECR.esoluti<.>n that iseqllal t().:or.greater'~han the~~ollrlt the
Guaranteed Investmen; ContractCounterparty woulorecelve for each such Covered
DedvativethrouglithisSettlement. Ag(ee.inerit.. .



ATTACHMENT B

L Within. ten (30) business days of the Effectiv~.Dateofthis. Agreement, QEFCMS wHI
propose a .chiimsadtnitiisttator and. submit a drafrcontraet tothe Attom¢ys ·Generalor
their designated.representative,

2. Within ten (10) business days afterreceiptofth~draft contract Jhel\ttorne.ysGeneral or
their designated representative-shall, in writing; either approve the'clalmsadmlnistrator
and the contmct. or provide a set of objections on belllilf()fthe AttoIneys .General.
GEFCMSshall have 1O'business daysaffer .recelptofany bbjectionsto .';resolve.the
objections of the Attorneys deneral.IfGEFCMS failato-resclvefhe.obiectlons of'the
Attoi;r1eysGeneral on a timely basis, thentheAttorn¢ysG~neml may select a claims
admlnlstrator, the costs otwhichst1alibepaicl byGEFClYts;

Within ten (to) business daysofthe Attorneys General' 5 flnal.approvalof'the claims
admihlstrat6r; ihedaims aditilnistr'dtorshallprovideto GEFCMSand theAttorneys.
General or their.designated representative draftsp'fthe Nbtice:P.acket.

4. Within.fourteen (14) business days.ofreceipt of'a draft of the NoticeP~cl<et; me
Attorneys General or their designatedrepresentaiiveehall identrt)r.~uEligibie
CounterpartieiHltldprovideGEFCMSartd theclairnsadrt:linistratol' with: (a) the Eligible
Counterparty's nameatldaddres~.ttreadnyavailable; (b)·the descdptioPofthedovered
I)erivati:ve~including the notional amount; and(¢)theamouf}t ofmoneyth~Eligible
Oounrerpartyiseligible to receive relating.to the Covered Derivatives ortlteformula tor
determinlng.such amount,

Within fourteen (14) business days of receipt of the Ilst.described. in Paragraph 4,
GEFCMS'wil!d¢liver tothe' AttotneysGeneralor theirdesignated representative and
thc·claimsadl11inistratorthe.mostcurrcnt a¥ailab.leaddressesofEHgible Counterparties,
If;despitebesteffbrts,.GEFCMS has beenumlbletQidentlf;yanEligible Counterparty's
name.and.address within fourteen (14)businessdaysofreceiptofthe.list;GEFCMS .
willsoinform the ciuimsiadm:lnlsti'utotand the Attotneys Geheral;.who may extend this
timeframeor.amend thelist described in paragraph4. .. .

Within ten (10) business days ofreceiptof'the.draft Notice Packet from the claims
administrator, the Attorneys~l1eralor their d~ignatedrepres.en~tive)in consultation
With OEFCMS,shailapptbVeoramendits conteritandprovide such amendmentstothe
clalmsadministrator.

5.

6.

Within thirty (30) days of receipt oft he information set forth in th~.paragraphs above,
whichever is.1ater, the elaimaadministrator.shall send a NcticePudket to each Eligible.
Counterparty by first-class mail; post~gepl'epaidand.byell:ctr(micdelivery if'addresses
areavailable. For Additional EiigibleCounterparties, the Claims adminisl.l'atdr.must
send the Notice Packet to each.Additional EligibleCounterpartywithin seven (7)
businessdays.ofreceipt of'theinformation set forthin Paragraphs 4 and $ above,
whichever is later, for any Additional Eligible Counterparty,



a, EUgipl~ Counterpartles or Additional Eligible C.ounterparties shall have sixty (60) ~ys
from t11edate that nouce;of.theireligibilitywasserit by 'fi.l'$.t~cl~smail, postage
pre-paid; to .req"est:a4istrlbution('~h,eEleqtiqn.:Penod'~). However,tne A~Qrney.s
General ott11e~rd¢si&l;natedrepre~~~tative,.inconsllltat'ion wJth O~FCl\1~~ have
d.iscretiQu.to,approve.·payments·.to Eligible Counterparti~s or Additional Eligible
CounterpartiesWhqse election tOPar!'icipa~¢.·an.d.release.was. not received ill:atimely
manner,

9. 'Iheclaimsadmtnistratorshall provi4.eGl!FCMS ~dthe.A1tql1leys .G~neral with
we.eklY reportsdurlngthe BlectionPericd, whichrepott(s). shallInclude, by.stateja
lis1Jngofihe names ofEiigl'bleCounterpardes and Additional EligibIe..Counterparties
that bave,.su~mitt~~lvaliq.;E,lectjons ·andRele~ses~a:nd:tbenames·df'Eligible
CounterpartiesandAdditio.nal Eligible CbunteiParfies that.havenot submitted valid
Electipns.apdi Releases, .

10. The Attorneys General or their designated representative shall provide ~heclaims
~dministmtor.~l1dGEFCMSwlthat~mphliefortheletters:toaccompany.thepayrnents
mad.etoPartic~p'adngCounterpartie~pt:iott()theend c:lft~e Electiqo·Peripp.

1L During the Election Period, the claims.administrator shall issue a distribution report
d~scf.i~lbgthe .EHgiJjl~Col1nterp~iesand Adciitipnal Eligiple c.oW1terpar,ties~hat()p~ed
to parllcipateandtheamountof money to be distributed: to each of them. In·advanc~dr
diteL1ing Ini~fI;tlP.ayme.nts be made, theclaim~,a,dministr.ator~ballobtain.~ppr.ovalofth~
repol1fromthe An()m~ys .Generalor tl1eirdesignated representatlve, The final
distribution report.shall.be lssuedne later tbaI.l.fburteen.(l~) daYludler the endofrhe
Elecd()nPerlod, .

12. Withinsc...1.y(60) day-sailer receiptof'approval of the claims.admlnistrator's
d.is.tiibutionrepor~~the~laiJlll) adJninistrator:shallmakeartangeme~ts to makepaymems,
accompanied by letter(s.)prt>videdby the AttorneysGeneral, to the Participating
qOl.ll1tel'}~nt1i¢.s :that hav~;sllbmitiedaprope.r requestand i\illy~e;xequtei:l ;1'eleasc'·oftheir
share ofthe Ft,lh4. These .payments shall be $:eritiit.a manner to en$~ thatthey reach
thedesign~tedPartjcipa,ting:CoU!ltelpm1ies,· eiiherby·wi:re transfer cOrby registered
mail, The escrowage~.n1 conjunc.tion with:th.ec1alms:adminisrr.atqt. shall. make
prompt paymentiri acccrdancewlth.such' instructions.

1~. GEFCM.Sand theAUC)m~ysOeneral may, bywritten.agreell1ent, alter ~ytime.~periQd
provided for herein.tQ;tbe extent necessary to .carryoutthepurposccofaf'tordingaU
possible compensation:t.o~ligibI.e CO\~terpar.ties~nci Add.itiopalEligible
COW1t~rpm1;les.



EXIUBITI

ru;J....li:ASF,;lJVP:A;~r.ICIPA'fIN G GOUl'ITEI{P Awr:ms

This. release executed.thls; __ day of __ t 20_, py the Releasor (as defined below)
in favor.of'the.Releasee (asdefinedbelow)~ .

DEFINITIONS

A. "Releasor't.shall mean and any of its divisions,.affiliates~
s-ubsidiaries,groupsj associates, .generalor' limited partners-or partnerships, predecessors,
euccessorsor.asslgne, including, ~vith9ut 1imitaii6tl, any of thdt';respeetiyepresent
officers, trustees, ¢rnployees; ugelitSi~ttQn1J~Y!!hrepresentarives andshareholde~.
aftl'liates, associates, general or llmited.partnersor partnershi"ps,heirs,exequtors.
adininis.ttators;predecessl)rs~. successors.assl gns or irtsllrersaciing~)fibehtilfofRelt!asor.

B. "Releasee" refers to .GEFunding.Capital Market Services, Inc., Trinity Plus Funding
Company, LLC~d Tr~ity.fu~ding:CompanYJ L.LCandt~e. parerits~sub~idrarics~
divisions, groups~aft1nates, and partnershipsofeacbdftbe fCitegolng;ii1cltlding, Without
nmj~atiorij·any pt)heirr,espectivep~to.r qurr~!1t.()ffic:er$jdir~ciors,artd employees, other
than-those indlvidualsre$ponsiblefor!heconduct.setforth. in paragraphs. 1~2$:dfthe
Allegati·bnsJn·.~heSettle,mentAgl'eement(togeth~r "GEFCM$Partil;"ls"j.Ftlr:PJl1]Joses of
this paragraph, Haffinates~'shallmeaneilllti(!"sJbat·. are current! t orwere. f6rmefly
controlllng, controlledbyor under commoncontrolwith GEFCMS.

C. "Relevant Conducr'shall mean, except.as provided.below, the GEFCMS Parties
engaging iii. any of the following-conduct from January i, 1998 throllgh.December31.
2006, whether-by itself orinconcert wlthother'Provlders 01' Brokers:.(i) riggihgbidsor
fixiilgthept'1cesor oth~rt~rmsatldconditlons orany Municipal BondD~rjyatives;(ii)
agreeingnofto bid for anyMurricipal.Bond Oenvatiyes;Oii) engaging in any other
anticol11"petitivecqlldttcttelatil1gtothe matketlagsafe, placement, modificatlo.nor
termination of any Municipaf 'Bond Dedvafives;and;(iY) .engaging in anY"d¢ceptlve,
unfairo» fraudulent conductr¢l~t:ing.toMuI1icip~IBotld DerJvanv~~that is described in
paragraphs j -28 of this Agreement (AiIegatlOlls) ..

D. "Municipal Bond Derivatives" shall mean: (i)c()ntrac·tsJnv91vil1gthtHeinvestmentofth~
proceeds of tax-exemprbond issues and Qualified Zone AcademyBondanr bonds issued
QYoron behalff:)fa11Ygcvemmentarorquasi-govemmental or non-prcfitentltyin the.
United States o{;\.-merica:,ihcludingbut not lim itedto~states,· cith~$;tqWnSicountiesi
villages, .parishes,schO,oldistricts,ciuPsor·vadou.s.economic.devell.)pment,
redevelopment, financlng.Iottety; parking, housing,. edueatlonal.medical, rei igious,
pubH:csatety~bui1ding, water, .sewer, hospital, transpartation.publlc works, waste .
management; environmental, port .park, airport, telecommunlcaticnsandpower
authorities, corporation enboards.jncluding-butnot limited to forward purchase, supply
or delivery agreements, repurchase agreements, certificates of'deposit, escrows and
secured and unsecured guaranteed investmenrcontracts ("Guaranteed· Investment
C9J1trad');and (ij) Iransactions.lnvolving the management or transfer of the interest.rate



ri~k~soclated with the bonds or bond issues described above .includlng, but notlimjt~
to, swaps, options, swaptions~caps.collars,aJldfli,)ots. Notwith$tandh1ifth~ .foregoing,
M.imi.ciplllBonq Jjl"o'riY:atiye~~Qesnotin~lude; (i) coniracts·tound~rWiiteth~ i~Sllapgeof
munt6ipa( bonds~(U) creditdefauttproduct:s)!)~ch' asc.reditdefaltlt· ~~~p~al1dcredlt
clefaultQptions;(iH) .~uction-ratese.curities;(iy) iTlter-1ileat~rswap$;.:(v) swaps, .orother
agreements betweenprovidet-s tohedgej manage orotherwi$eshar~ ortrani;f\'irtheir:risk
on a Municip.al HondDer!vativeexc~ptto :theexttmtused to faciUtate any improper ..
undisclosedpaymentsto brokersor :therigging~fl:>ids for the.relnvestment.or
managernent Qrbol1dproceed~. .'

E. "Covered Derivativesvshall mean Guaranteed Investment.Contracts thatmee; th~
criteria set forth ii1A~~9hm~ntA to theSettJementAgreel11ent

F. "Settiement.Agreement" shall mean.theSettlement.Agreemeatbetwecn GEECMSand
theAttorneys General of the-States and CommonweaI~hs.()fAlabama~ Co'lQrado~
Connecticut, the Dh~tdcio:tCoiunibja,Floti'da, ldaho; Iilihols, "Iowa; Kansas,Marylandt

MCl$sachuse~s~Mjchigal1~Mis~o~ri, Montana;]~eyada.N.ew Jersey~.N~w Yprk,Ni;u:th
Carolina, Ohio; Oregon, Pennsylvania, South Carolinal Tennessee;.1'exasand Wisconsin,
dated Decemper23,20i t. . .

Go "Effective Date" shall mean the Effective D~te of'the Settlem,entAgreeln.eJ;lt

REL£AS.E

1. Inconsideration ofthe.r.ecejptbyReI~sorQf$ .relath:~g~othe [ll:;;~.ofspeqific
Covered.Derlvatives], payment.ofWhic:hlsmade by GEFCMSAntl.Ccotdanc~ witJltl1e
termsqftheSettiementAgreement~,Releasor hereby.reieasesRele..'-l,SeeitomllIl civil
claims, coLmterclaims,.~rqss;..claims,.set,,:,offi,eauses.ofaction. of any Jype(whetber
common law~equit~ble, statUtOiyi. regulatory. :oradminis~tive~ class, indiiidu;ilw
otherwlsefnuature, and whetherreduced toJ\.iqgmel1~r.Lquidated~unliquidated, fb{!::d~
contlngent~matured, unmaured, drsputed~ .uhdlsputed~securedorullsecured)defi1andsi
disputes, damages, .res.titutipn.whe!1~yerit:1c.urre.4,~dJiabilities.(includ.lngjoiritand
sev.eral)'ofany·naturewhatsoever.~iileludil1gwithout·Hmltationi'costs,fmes~. debts,
expenses, pcnaItlC!?andattqmeys fe9.S, knowner unknown, Wat;ithasagaiI:1Stthe
Rel¢aSt:earising fronrtbeRei¢vanl:Collductin.~lation~o tll¢n:l~k~ing,s,d~1placement,
modification or terminatiQn;QfMul1i¢ipal.B.Ondberivadves~ .indudingany-clahn~that

. have been.or-eculd b¢JJ.ssertedin (uhmy aetlon tha~has been ;trall$tetred.'to the .U$.
District Co.urt for'theSoutbem)DistrlctofNew York forcoprdinatlonol~ consolidatien in
btreMunicipalDerivatives Antit;~ust:Litigatiot', MDL No. )9?O~Ma~ter Docket No.•oa..
2516'; (b) any .actien that ls.subsequently transferred.to-the O.S; Oistrict Court for the
Southern Pistrio~ofNewYo*:fot coordlnatlon ~r:col1sbtidatiQn .In1n,re.J(Jtmiclp41
Der.ivatives Antitrust Litigation, MDL. No. 1:950~Master' b:ocket No ..O.S"Z516;:.(c):.the
action 'pending..in ..Massachusetts:SuperiorCourt~'ptioned CommO:i#wcalth Y. Tradition
(NortJ, Atnerica). Inc.; No. 1.043180· or Cd) any ether-action whereverflled that asserts
claims basedonthe R.elevantConduct ..
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2. In the~yelJ.tthat the total payment referredto in Paragraph 1 is not made for any reason,
then this Release shall he null and void, provi~ed that-arty J'a.yment$ received byReleasor
shall be.credlted.to-Releasee.inconnectlon with JU1Y :c;iaimstha((l} Releasormayassert
against Releasee; (if) that are asserted against.Rele~see on :behalforReleasof:byaclnss
ofwhich Releetsoris.amember; or (mfthatareasserte4.b.yapy third party against
Releasee as.to-which Releasee may asserta setoff under any·applicahle laW;·

3, The Releaser.Intends by this Release. to settle. with and release only Releasee and does
notinrendthis Release10l'anY parthereoforany .otheraspect of th¢·s~ttlementor~e
releases, to extend to, torelease .or oth~nviseto:a:tfeetmanywayanyfigh:tsthatthe
ReteasorhaS or-may haveegalnstanyotherparty orellti~wha~s()ever., other than
Releasee. For thea:yoid~ce:ofdoribt, this Release or any parther¢i;)fonul.yotheraspect
of-the settlementor thereieases,Ooesnotextendto,· release.orQtherWis~affect inaoy
way any rights thattheReleasor has or.may have againstTradltlon (N~rtllAmeriC~) Inc.
('~Traciition!'), CapitaiFlnandal Partners, IncilC<tFpj~),andanyoftbe pareats,
silbsiqiaries. divisions, groups, affiliates and partnerships .ofelther 'Iraditlcn or CEP,
including, without limitation.anyorthelr respective pastor current o'fficers~directol's,
employees, or agents, ThepreviousseatenceIs-notfntended to affect the applicability or
n(m'-appn~abiHty of Mass. G.L,e. 2S1B.§.4. .

4., Releasor herebywaives the.prcvisions.of'CallfernlaCivil Cede-Section 1542, which
provides:"Ageneralrelease-·does not extend toc!almsw.hichthe creditqrdoe~nqt know
or suspect to exist.in his or her favor .at.the.tlme of executing therelease, v;hlcliifknown
by h1fuorher must have materially affected his.or hersettlementwith the-debtor," This
provision shall notbe deemed-to tum 11 specific release into a general release,

5. The.Releasor. represents and warramsthat the released claims have not been sold,
assigned orbypcrhecated.fn-whcle.cr in part.
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EXHIBIT 2

ELECTION BY ATTORNEY GENERAL TO PARTICIPATE" . ,,, 'iNSETTLEMENT. WifrHGEFCMS.-' ", "

The.Anorney Gen~r~Jof h~[eb.y~l~c~~topar:tic.ipatein rheSetnemeat
AgreementAmong,the Attorneys General of the States and:CommonwealthsofAlabama!
tol~rado, ConnecUcj.J~;,the' ,Djstrict 9fC(Jlumbi~, ,Florida~Idaho,. IlUn9is, lO~J ,K,Ul1S(;lS. '

Maryi~nd~Ma!>sachus~tts,'M1chtganjM!sso~ri~M.onrana."Neva4a, New Jersey, New York, North
Cat6Hn~ :Ohioj, Oregon.:P~nnsylvanla, .gouth.car().Jin~ tennesse~~Tex.usat)d· W~sc()ns,jnand
GEFCMS~d.atedpe~ember Z~~;2:011(S¢ttl~rnentAgre¢me:nt)asa ,Participating Attorney
General. ", , .


