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COUNCIL TRANSMITTAL: Settlement Agreement Among Attorneys General of 26
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), LAHD 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.

An Equal Opportunity / Affirmative Action Employer



Honorable Antonio R. Villaraigosa
Page 2

RECOMMENDATIONS
The General Manager of LAHD 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, LAHD, 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 LAHD 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 LAHD 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 4/2/2003, 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, LAHD has
determined that it was in the best interest of the City to accept the Settlement Agreement for the
following reasons:.



Honorable Antonio R. Villaraigosa
Page3

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: Revig¢wed byl

S M nL"‘

GREGKUNG U 1:(7’3 N"M,AGO

Director, Systems Division Assjstant General Manager

Reviewed by: ' Approve by:
RUSHMORE CERVANTES f/IERCEDES MARQUEZ
Executive Officer General Manager
Attachment:

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



|Attachment 1 |

An Agreement Among :

the Attorneys General of the States and Commonwealths of Alabama,

Colorado, Connecticut, the District-of (‘Jolumbia, Florida, Idalio, Illinois, Iowa; Kansas,
Maryland, Massachusetts, Michigan, Missouri, Montana, Nevada, New Jersey, New York,
North Carolina, Oliio, Oregon, Pennsylvania, South Carolina, Temwsscc, Texas, Wisconsin
and
GE Funding Capital Market.Services, Inc.
dated December 23, 2011

This Settlement Agreement is made and entered into this 23 day of. Dwember 2011
(bereinaftet, “Effective Date™), by and between the Attorneys.General of: the States and
Commonwealths of Alabama, Colorado, Connecticuit, the District of: Columbxa, Florida, Idaho,
[linots, lowa, Kansas, Maryland, Massachusetts, Michigan, Missouri, Montana, Nevada, New
Jersey, New York, North Carolina, Ohio, Oregon, Pennsylvama, South Carolina, Tennessee,
Texas and Wisconsin (hereinafter, “Attorneys General”) and GE Funding Capital Market
Services, Inc. (hereinafter, referved to-as “GEFCMS” as definied hcremaftcr)

_ WHEREAS the Attorneys Gcneral haye been conducting an. mvestzgauon of violations
of state-and federal antitrust Taws, state.consumer protection laws and false claims.statutes in‘the.
markeiing, sale-and placement of municipal bond derivatives (the “Attnrnuys General's-
Investigation™); : !

WHEREAS, the Attorneys General are prepared to make the followfng allegations. based
upon the Attorneys General’s Investigation (“Allegations™), which allegﬂtmns GEFMCS neither
admits nor denies: ;

ALLEGATIONS
The Market for Tax-Exempt Securities.

L. The market for-bonds issyed by govemmental quasi-governmental. and not-for-profit
entities in the United States. (“Mumcnpal Bonds") is very large with appmxnmateiy $400 biltion
in new tax.exempt bonds issued each year and a total market value of almost S? 8rillion in
outstandmg tax exempt bonds.

2. Municipal Bonds represent an important source of funds for many. govemmental quasi-
governmental and not-forprofit entities (“Issuers”™), .

3, Municipal Bonds are used by state a;,encxes, mumcnpalltxes, towns and other -qualified
Issuers to fifiance-a vatigty of projectssuch.as mass transit, repair of streets and roads, and
construction of buildings, lew-income housing, schools: and power plants as well as to. sa‘usﬁ/
ongomg cash flow and débi service requirements.. ,

4, While the pmceeds from the issuance of Municipal Bonds are. usu'xlly earmarked- for
specific purposes, the monies often are not requxred to be spent immediately. Forinstance, if the
bond was issued to fund thé construction of a stadium, the Issuer may only have an immediate
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need for a portion of the proceeds raised through the bond offering. The rex mmder is typieally’
* placed in an account that can be: drawn. upon as construction-related expenses:are incurfed. In
‘such:cases, the Issuer-may seek a safe interest-bearing investment to earn mterest on the funds
unfil'they are ready to use. :

3. Investment agreements used to.invest:the proceeds from.a. Mumclpal Bond issue include
forward putchase; supply or delivery agreererits, téputchiase: agreements, certificates of deposit,
escrows and secured (“collateralized™) and unsecured guaranteed invcstmem contracts
(collectively, “Municipal Reinvestment Products™). GEFCMS marketed and sold only
guaranteed investment contracts (“Guaranteed Investment Contracts”) to Issuers

6 Issuers typxcally purchase Guaranteed Investment Contracts from “prowders that are
 most often large financial institutions such as commercial or investment banks, insurance:
companies or other financial service companies; GEFOMS was a. pravider. |

The Safe Harbor Regu!ations .

7. Tax arbm'agc is.an.investment straxegy that takes advantage of tax rate dxffemnces among
assets. Inthecontext of the Municipal Bond market, such-a stratégy may b accomplished by
using low-cost tax-exempt bonds t6 finance the purchase of higher-yielding. Guaranteed
Investment Contracts-and certain other instruments, I order 45" prevent tax arbmage (the-ability
of the issuer to profit from the investment-of. tax-exempt proceeds), the Umted States Department.
of the Treasury has promulgated regulations that restrict the yield onicertaii typesof
investments. Should the Issuer’s.return on the investments-exceed the interest paid by-the. Issuer-
on.the Mummpal Bonds, the. federal regulations iri some casés may require the Issuer 10 rebate
the-earnings to the government. .

g To avoid running afoul of the federal regulations, the yleld on an mv:.stment such as:a
guaranteed investment ¢ontract must: be based on a purchase price that: does nm; exceed the yield
permitted by the regulations.

9, With respect to Cruaranteed Investment Contracts, the transaction w:tl fall within the safe
harber regulatwns and the: price: will be: treated as fair market value if the bxd specifications
include, inter alm' : :

a. All material terms of the bid, mcludmg all terms 1hat may dxrectly or mdlrectly
affect the.yield; and A

b. A statement notxfymg potential proyiders that:submission of abidisa
representation that the potential provider.did not. consult. with-any-other. providers
about:the-bid, that the bid was-determitied without regird to any. agreement, and
thatthe bid-was not.a “courtesy bid" (abid submitted solely-as a. courtesy to the
issuer, or any other persof, for purposes:of satisfying the: regu]atrons)

10, In-addition, in order to fall within the safe harbor regulations, the bsddm 1g process for
Guaranteed Investment Cantracts ‘must also satisfy the following condi rtmnS'



a, “All potential provxders have an equal opportumty to bid, For example, no
potential provider is given the opportunity to review.other bids (i.e., a fast fook)
before providing a bid;” Treas. Reg. 1. I48~5(d)(6)(m)(A)(6)

b. At least three (3) “reasonably competitive providers” -were.-spl.lcited; and
c. At least three (3) wriften bids from disinterested providers were obtained..

11, Inorder foran Issuer to meet the fair market value “safe harbor” requirements,
Guaranteed Investment-=Contracts are: 1yptcally handled through a. competitive bidding process
that is conducted by.a brokerretained by the Issuer or the Issuer’s agem

12, - In addition to its. responsxb111t1es for conductmg the bidding.on a Guaranteed Investment.
Contract,.at the conclusion of the.bidding and priorto; the award of the Guaranteed Investment
Contract, the broker must.certify to thie Issuer, in-writing, that it has comphed with 4 nuimber of

requirements; prmc:pal among: them being: ,

e At .least three (3). dismterested bidders with an established industry rcputatwn as.
“reasonably competitive providers” 'of the types of investment agreements being
purchased - were soficited for bids;

e Al potential bidders had *an equal opp_.ormn_ity to bid™; and
e At least one of the three bids was obtained from a “reasonably competitive provider.”
GEFCMS Platforms Trading Desk

13.  The municipal reinvestment business of GEFCMS consisted of thred platforms that
provided Guaranteed Investment Contracts: GE Funding Capital Market: Services, Inc. (fik/a
FGIC Capital Market Services, Inc.) and two affiliates - Trinity Funding Company, LLC and
Teinity Plus Funding Company, LLC. (together “GEFCMS Platforms” or individually “GEFCMS
Platform™). The GEFCMS Platforms were created in the early-to-mid 19903

14, The GEFCMS Platforms personnel included, among.others, traders who-bid for
Guaranteed Investment Contracts that-were subsequently placed Mth a GEFCMS Platform.

GEFCMS’s Illegal Conduct

15, The Guaranteed Investment Contract.industry is a relationship-driven business. Access
to these transactions is largely controlled by brokers, who decide which providers to-solicit for a
parucular competitively bid transaction. Simply put, not every prowdcr gets-an opportunity to

“see™ and bid on atransaction. Therefore, a trader has reasons to gain ‘r‘avor with. the brokers
whodct as gatekeepers over the ultimate selection of a provider.

16, The broker/trader relationship can contribute to.a smooth, efficient and ultlmately
competitive market for Guaranteed Investment Contracts, ensuring that the [ssuer enters into an
appropriate investment and obtains-a competitive rate. But this-relationship also enabled certain



providers, brokers and traders to put their interests: ahead of those of the issuers of Municipal
Bonds.

17, Certain traders affiliated with the GEFCMS Platforms. ("Traders”) engaged in a variety of
illegal activities on certain transactions during thie period 1999 thiough-2003. The:individuals
who were engaged in those activities are no Iongcr affiliated with GEFCMS or the GEFCMS
Platforms, and the GEFCMS Platforms stopped bidding on Guaranteed Invéstment Contracts
entirely-in2010. Sometimes the Traders’ activities involved.a broker orchestratlng bids for-a
Guaranteed Investment Contract, including: courtesy. of other purposely nonswinning bids, to
create the appearance of - compétition. Oh oceasion, certain Traders communicated with traders
of other providers and discussed certain terms of & pamculm transaction. I other instaices,
despite the broker’s and winning provider’s.certification to-the Issuer that.no. bidder had
reviewed a competitor’s bid, subnmiitted a courtesy bid, or received a “last-1ook,” that was
precisely what Had oceurred.

18,  The GEFCMS Platforms became involved.in these transactions through one or more of
the Traders and, in certain transacnans, reduced the amount of interest the GEFCMS Platforms.
otherwise would have pald-o issuers, resulting in a financial gain to the GEFCMS Platforms.
Certain of the Traders’ unlawful activities caused certain Issuers throughout the country to
receive less faverable terms on Guaranteed Investment Contracts that were thie.subject of these
aetivities than they would have received otherwise.

19.  Byand large the aforementioned conduct-was directed by several powerful Guaranteed
investment Contract brokers and carried out with the assistance of a numberof mdzvxduals
employed by participating providers,

- 20.  The conduct involving the Traders, which occurred on certain transactions, differed from
transaction to transaction. Eor certain transactions, brokers might decide inndvance the provider
it determined should win the kid. .

21, For other transactions that the Traders sought t0 win, the broker-might inform the Trader -
of the other providers’ bids s that the Trader ¢ould adjust His-own bid to-ensure e was:the
successful bidder. Certain Traders understood that sometimes the broker would preordain that
the: Trader would bethe wmnmg bidder. All of this conduct, however, was obscured from the.
Issuer, who believed that'its broker'was obtaining cumpetxtwe bids.

22,  Sometimes, brokers provided Traders with confidential information on competxtms bids.
Thils “last look™ bpportunity enabiled thie Traders to bie less: aggresslve with their biddingona
given transaction and hence, change their bids just enough-fo win rather than ptovxde the Tssuer
with what it expected through a competitive bidding process — the best tertiis:available.on the
market. In:somie cases, the “fast look™ enabled a GEFCMS Platform to win:a deal it might-
otherwise have lost. ‘

23, At tlmee,, these illegal activities to. manipulate and steer business to the GEFCMS
Platforms for Guaranteed Investment Contracts:wete further concealed from the Issuer by means
of the false representahons that . both the bioker and Traders (as- weli as the-other participating:



providers) made-on the respective certifications mandated by the federa{ safe harbor regulations
(tespectively, the “Certificate of Bidding Agent” and the “Bid Form”) and

aftested to by the broker and Traders. Moreover, the Certificate: of Bidding Agent expressly
stated that the Issuer could rely on the representations made in the certificate.

Traders Facilitated Undisclosed -Payme_nts, to Brokers

24,  In addition to the disclosed fees brokers recelved for their role in competitive Guaranteed
Investment Contraet transactions, on some occasions, the Traders. facilitated undisclosed
" payments to certdin brokers.

25.  Beginning in February 2000 and lasting until mid-2004, in connection with a limited

number of fransactions, the Tradérs facilitated undisclosed. paymems to-cerfain Guaranteed
Investment Contract brokers that were identified as “swap fees” for:inter-dealer or “back-to-
back™ swaps -~ i.e. swaps with anather swap. counterparty that did not require the services-ofa
broker.

WHEREAS, based on this information, the Attorneys General are prepared to allege that, with
respect to certain Guaranteed Investment Contracts, Traders and brokers cngaged in.conduct that
allowed the broker to pre-determine which provider would wiir a bid by pmvrdmv “fast looks™
and arranging to have providers submit courtesy bids and purposely non-winning bids and
engaged in othier deceptive, unfair or fraudulent conduct, mcludmgmlsrepresentmg or omitting
material facts, that deprived Issuers of Municipal Bonds of the benefits.of fair competition
among the Providers of Guaranteed Investmerit Contracts;

WHEREAS, GEFCMS has reached a resolution with the Securities and Exchange Commission
(“SECResolution”), whereby GEFCMS has agreed, without admmmg or denying any

* wrongdoing, to pay certain Guaranteed Investment Confracts-Counterparties identified by the
SEC as-being entitled to-payment 5 4 result'of conduct by GEFCMS alleged-in the SEC
Resolution to’have violated Section 17(a) of the Securities Act.of 1933, 15 US.C. § 77q,

WHL‘REAS GEFCMS has-entered into an agreement with the Internal Revenue Service (“IRS™)
pursuant to which GEFCMS shall make payments to-the IRS that satisfy any outstanding liability-
to the IRS thiat Eligible: Counterpartxes and Additional Eligible Counterparties may have as a
result of:any of GEFCMS’s activities.in connection with the Guaranteed InVestment Contracts
that are.thie subject of this Settlement Agreement;

WHEREAS, GEFCMS, without. admitting or denying any.of the allegations contained herein, is
entering into this Settlement Agreement prior to-any court making ariy findings of fact or
concmsmns of Taw relating to. the Allegations of the Attorneys General;

WHEREAS, GEFCMS has cooperated fully with the Attorneys General’s Investigation of
Mumctpal Bond Derivatives, has given. substantlai assistance to the Attorneys General’s
Investigation and has agreed to provide appropriate relief for the harm caused;

WHEREAS, pursuant to this Settlement Agreement, without-admitting or denying liability,
GEFCMS agrees to.offer to make payments to cerfain Eligible Counterparties:and Additional



Eligible Counterparties and to pay the Civil Penalty and Additional Payment.to resolve all ¢laimis.
and potential claims-against ity ,

WHEREAS GEFCMS has.agreed to-continue to. cooperate fully with the ongoing, Attomeys
General’s Investi gation;; and

WHEREAS, the-Attorneys General find that the relief'and other provisions contained in this
Settlement Agreementare. appropriate: and ih the public interest:

NOW THEREFORE, in exchange for the mutual obligations described below, GEFCMS
and the Attorneys General hereby enterinto this Settlement Agreement, and agree- as follows:

DEFINITIONS

A, “Attorneys Generalshall mean the Attorneys General of Alabama, Colorado,

- Connécticut; the Distriet of Coltmbia, Florida,. Idaho, [Ihnols, Towa, Kansas, Maryland,
Massachusetts, Micliigan, Missouri, Montana, Nevada, New Jersey, New York, North
Carolma, Ohlo, Otegon, Pennsylvama, Bouth: Camhna, T ennessee; Texas: and
Wisconsin: Attorneys-General as-used‘inthis Setflement Agreement shall include
“Pamczpatmg Attorneys.General” as-defined below.

B. “Partlctpatmg Attomneys General” shall mean any Att@mey General who elects to
participate in‘this Settlément Agreoment by completmgthe form attached herato as
Exhibit:2 pursuant to Paragraph 37 below:

C. “Municipal Bond Derivatives” shall mean: (i) contracts involving the reinvestment.of the
proceeds:of tax-exempt-bond issues and Quahﬁed Zone Académy Bonds, or bonds
issued by or-on behalf of any govemmental or: quaswrovemmcntal or non-profit: entxty in
theUnited States; mcludmg butnot limited to, states, cities; fowns, counties, villages,
parishes, s¢hiool districts, clubs.or various econoniic development, redeveiopment;
finariting; lottery, parkitig, housing, educational, medical, réligious, public:safety,
buxldmg, water, -sewer, hospital, ttéinsportation, public: works; “Wwaste managemerit,
envxronmental port, park airport, telecommunications-and power: authorities,
corporation.or boards, mcludmg but.not limited to-forward purchase, supply or delivery
agreements, repurchase agreements,. certificates-of deposit; escrows and secured.and
unsecured guaranteed investment contracts (“Guarantéed Investment Contraets™); and
(ii) related transactions. involving the management or transfer of the interest rate risk
associated with the bonds or-bond issues described above, including, but not limited to,
swaps;: options, swapnons, caps, collars-and Hoors. Notwnhstandmgthe foregomg,

Aunigipal Bond Derivatives:do not include: (i) contracts to underwrite the issuance:of

Mummpal Bonds, (n) credxt default pmducts, such as-credit default swaps and credi 11:

other. ag,rcemcnts betwecn Provxders o hedge, manage or otherwxse shaze or tmnsfer
their risk.on Municipal Bond Derivatives except to the extent.used to facilitate any
improper undisclosed paymentstobrokersior the rigging of Bids for the reinvestitient or
management of bond proceeds.



H.

“Covered Derivatives” are Guaranteed Investment Contracts that meet the criteria set
forth-in: Attachment A.

“Municipal Bond Derwatwes Counterpames” shali mean the enzmes that entered mto

ﬁmnmal mstzwnons or any for-proﬁt cntmes

. “Eligible Counterparties” shall mean Municipal Bond Derivatives Counterparties that

entered into one or more: Covered Derivatives with the GEFCMS Plarforms

“Additional Eligible Counterparties” shall mean Eligible Counterparties identified
within ninety (90} days after the date the notice is sentto Eligible Counterparties,

“Participating Counterparties” shall mean Eligible Counterparties or Additional Eligible
Counterparties that subrnit timely and complete claims pursuant to-this Settlemerit
Agreement,

“Proyider(s)” shall mean banks, insurance companies, other financial institutions and
any other persons.or entities that engage-in or offer toengage in the business:of buymg,
selling or entering into Municipal Bond Derivatives with Municipal Bond Derivatives
Counterparties,

“Broker(s)” shall mean persons, corporatxons, firms, partnershxps and-other entities that
act on belhalfof orassist the Mumc:pal Bond Derivatives Counterparties in developing
requests for bids or preposals in soliciting bids or proposals and/or in evaluating bids or
proposals for Municipal Bond Derivatives. For purposes:of this Settlement. Agreement,
Broker(s) shall also include persons, corporations, firms, partnerships and other entities.
that advise Municipal Bond Derivatives C(buutupames or prospective Municipal Bond -
Derivatives Counterparties. .

“Relevant Conduct” shall mean GEFCMS Parties engaging.in any of the followmg
conduct fram January 1, 1998 tluough December 31, 2006, whether by itself or in
concert with other Prowdcrs or Brokers: (i) rigging bxds orfiging the prices.or other
terms and conditions of any Municipal Bond Derivatives; (if) agreejng not o bid forany
Mumcxpa[ Bond Derivatives; iii) engaging in any other anticompetitive conduct relating
to the marketmg, sale, placement modification or termination of any Municipal Bond
Derivatives; and {iv) engagingin.any deccpnve, unfiiror fraudulerit conduct felating to
Municipal Bond Derivatives that is described in Paragraphs 1 - 28 of'this Agreement
(Allegations),

“GEFCMS Parties™ shall mean GE Funding Capital Market Services, Inc., Trinity Plus
Funding (,ompany, LLC and Trinity Funding Company; LLC and the parents, ‘
subsidiaries, divisions, groups, affiliates and partnerships of each of the foregoing, For
purpases of this paragraph, “affiliates™ shall mean entities-that are curiently or were
formerly controlling, comrolled by or under commeon control with GEFCMS,

. “GEFCMS Platforms” shall mean GE Funding Capital Market Services, Ine. (fk/a FGIC

Capital Services, Inc.) and two indirect subsidiaries - Trinity Funding Company, LLC
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and Trinity Plus Funding Company, LLC (together “GEFCMS Platforms™or
individually “GEFCMS Platfotn™).

PARTIES

1. GEFCMS:shall mean GE Funding Capital Market Services, Inc., 2 corporatlon existing.
and.organized under the.laws of the-State:of Delaware, with its headquarters in Stamford,
Connecticut, and, its. predecessars, successors and aSSlgns -and its subsidiaries; divisions, groups,
- and partnerships:

P The Attorneys-General and the Participating Attorneys Geneml are the chief law
enforcement.officers:of their respective states and are. responmble for enforcing-certain laws
relatmg to'the Relevant- Conduct. :

SETTLEMENT PAYMENTS

3. GEFCMS shall pay a total 0f $34,250,000.in consideration of its settlement with the
Attomeys General.. GEFCMS's payment consists of the: follawmg

a. $30,000, OOO -as payment to. Eligible. Coumerpames 10 be.paid into an escrow:fund
- i accordance with Paragraph 4 below; and

b, $3;000,000 as-an Additional Payment to-be paid in accordance with Paragraphs 18
and 19 below;and

Cu $1,250,000.as:a Civil Penalty to-be paid in accordance with Paragraph 20 below,

4, GEFCMS shall pay $30,000,000 into-an escrow.fund (“Fund”) in accordance with the
Attorneys General’s instriiotions within thirty (30)-business days of thie efféctive date of this
Settlement Agreemmt The monies in the Fund and all interest earned thereon shall be used to

- make payrients-to Participating Counterparties. Any inferest earned by this;Fund shall remain in
the Fund and be available for ‘payments made: from the Fund i accordante with this Settlerert
Agreement, N 'pqmon,,o’r the Fund shall be considered a-fine ora penalty.

5, The remainder of the amount paid by GEFCMS.pursuant to Paragraphs 3(b).and (c) shall
comprise the Addifional Payment described in Paragraphs 18:and 19°below and the'Civil Penalty
described in Paragraph 20 below and shall be-paid into separate Account(s) pursuant to the
Attorngys:General's ihstructions..

6. It is acknowledged by GEFCMS and the Attorncys General that the- 1dmtxﬁcatmn of
Ehgxble Counterparties who-enteted into Guaranteed Investmerit- Conttacts with the GEEGMS
Platforms during the relevanttime period, as:defined in Attachment.A, was determined by the
Attorneys: General based on the Aftorneys: General®s Investigation and information provxded by
GEFCMS. [f, within 90 days of nofice:to Eligible Counterparties, jtis determined by the
Attorneys-General, after.cofisultation with'the claims. administeator, that there:are. additional
Eligible Couuterpames that could not beidentitied due to errors or-omissions in the information
provided by GEFCMS, then‘such additional entities shallalso be eligible fo-receive payment
from the.Fund.



7. GEFCMS warrants that, as of the Eff‘ectwe Date. of this Settiement Agreement, the
GEFCMS Platforms are not insolvent, nor:shall payment(s) into the Fund or payment of the
Additional Payment-or Civil Penalty render the GEFCMS Platforms insolvent within the
meaning of and/or for purposes of thie. United States Bankruptey Code. Ifacase is commenced
against the GEFCMS Platforms under Title 11 of {he United States Code ( Bankruptcy), or a
trustee; receiver or conservator is appointed under-any similar law and, in the-event of 4 final
order by:a court-of competent jurisdiction defermining that payments made purwant to this
Settlement:-Agreement; and/or any accrued iiterest or dny portion thereof constitute.a preference,
voidable transfer, fraudulent transfér or other similar transaction, and if, pursuant to such order;
payments are ngt made-pursuant to this Settlement Agreement or-such payments are.returned to
the GEFCMS Platforms, orthe trustee, receiver or conservator-appointed by acourt in any
proceedings reldting to the: GEFCMS Platforms, then this Settlement Agreeinent shall be
terminated and cdneelled.

8. An escrow agent, which shall not be GEFCMS or an alleged participant in the Relevant
Conduct as identified by the Attorneys:General, shall be selected by GEFCMS within tHiirty 30y
days of the Effective Date of this Seftlement Agreement; however, the Attomeys General or their
designated representative shall approve, in advance of engagement, the selection of the escrow
agent and the terms of the escrow agent’s contract. Any amendment of the-contract must also be
approved by the Attorneys General or their designated representative. GEFCMS and the
Attorneys:General agreeto cooperate in good faith to resolve on atimely basis any objections by
the: Attorneys General or their designated representative to the proposed escrow agent or the
contract terins, Notwithstanding the foregoing, any decision by the Attorneys Genieral to
dlsapprove a proposed escrow agent and/or the contract-shall be final. The contract should
contain provmon:: substantially similar to those set forth below. The escrow agent shall invest
the cash in the Fund in obligations-of or obhgatxons guaranteed by the United States of America

- orany of its depdrtments or agenciés, to obtain the hxghest avatlable return on investment
consistent with the preservation of principal, and shall reinvest the proceeds of theseinstruments
as they mature into sirilar instruments at their then-current market rates, By selecting the
escrow agent, GEFCMS makes no-representations or warranties.about the eserow agent, and
neither the Attorneys General nor GEFCMS shall bear- any fisk -or liability related to the
investment.of the Fund. The-escrow agent shall be.liable forany loss-caused by its-(or its.agents)
own willful mxsconduct, including theft-or embezzlement, or gross negligence. The escrow-
agent shall not be ligble for.any 168s resulting from its gcod faith reliancé-on instructions from
the claims admiinistrator described herein which have-been. countersxgmd by anauthorized
individual on behalf of GEFCMS and the Attorneys General. Notwithstanding the foregoing, the
escrow agent. shall use all reasonable efforts to correct any’ mistakes if'the same should-oceur,
including but not limited to a Federal Reserve wire recall process for funds wired to an incorrect
beneficiary, a-stop-payment on a check if the item is not presented for payment at that time and
holding the aceount balance so that only known and acceptable fransactions take place. Any
instruetions. from GEFCMS relatmo to the administration of or disbursement from the Fund to
Participating Counterparties must be countersigned by the Attorneys General or their designated.
representative. The escrow agent:shall provide copies-of monthly statemeiits to the Attormeys
General or their designated represuntauve and GEFCMS. The escrow agent shall disburse the
fund in a manner consistent with this Settlement Agreement and consistent-with the instructions
of the claims administrator, The costs of the escrow agent and the-costs of administering the



Fund (including the preparation of any tax returns)-shall be the sole responsibitity of GEFCMS
and shall not be paid from the: proceeds-of the Fund.

9. The Fund shall be treated as being at all times a qualified settlement fund within the
meaning of Treas. Reg. 1.468B-1, The ¢scrow agent:and,-as reqmred the parties shall timely
make such elections as necessary or advisable to.carry out the provisions of this Paragraph,
including, the “relatjon-back election,” as defined in Treas. Reg: 1.468B-1, back to-the earliest
permitted date. Such elections:shall be made in compliance with the pracedure«: and
requirements contained in such regulation, It shall be'the responsibility of the escrow.agent to
timely and properly prepare and deliver thie necessary documientation for signature by all
necessary parties; and thereafter to: cause the: approprlate filing to ocour. The escrow agent shall
be the “administrator™ (as:defined in Treas. Reg. 1.468B2(K)(3)) of the Fund, and shall timely
and properly file-all informational and other tax returns: necessary or advisable.with respectto'the
Fund. The expenses of'tax preparation and tax filing shall be borne by GEFCMS. Taxes:shall be
: txmely paid by the BSCrOW. agant outofthe Fund, The: escrow. agent shall. bc obhgatad 10
iabilities (as
well as any amounts that may be reqmred to be wnhhcld under Treas Rég I 46813—2(1) (2))

10. A claims.administrator shall be employed to provide notice and d:stnbute and/or
administer the distribution of the Fund in dccordance/with the terms.of this Settlement
Agreement. GEFCMS shall select the.claims. admtmstrater, however, the:Attorneys General or
their designated representative shall approve, ii advanee.of engagement, the selection of the
claims:administrator and the terms of the administrator’s contract. Any-amendment: of the
contract must also be approved by the Attorneys General or their designated representative;
however, GEFCMS and the Attorneys General agree to cooperate in good faith to resolve on.a
timely basis:any objections by the Attorneys General or the designated representative to the
clatmis administrator or the contract terms; notwithstanding the foregoing, any-decision by the
Attorneys. General to-disapprovea pmposed claims administrator and/or the contract shiall be
final. The contract with the claims.administrator shall expressly provide that:.(i) the: claims:
administrator shall provide interim reportsito: GEFCMS and the Attorneys General, 1o less than
every thirty (30) days oras otherwise:requested by the Attorneys General or GEFCMS; that:shall
include an‘itemization of all payments-made from the Find or the Residue (as:defined’in
Paragraph 14 below); (ii) the cldims administrator shall prepare drafi notices to Eligible.
Counterparties and Additional Ehgxble Counterpames, which:ghiall include a notice letter; an
election-{o participate-and release form and a “question.and answer” pamphilet (“Notice Packet™);
(iif) this Notice Packet shall be mailed to Eligible Counterparties and Additional Eligible
Counterparties by first-class mail, postage. pre-pald and by electronic defiveryif addresses are
available; (iv) thie claims admiinistrator shall maintain a séttlement website (which shall not be
identified with GEFCMSY-and shall: provide.a method by which.Eligible: Counterparucs and
Adgtitional Eligible- Counterparties miay call with questions:about the settlement; {v) thieNotice:
Packet and-any other-written communication. with-any Eligible Counterparty, Additional Eligible
Counterparty or Participating Counterparty, including the leiter that:will accompany ‘the mailing
of payments to Participating Counterparties from the Fund, shall be approved in advance by: the
Alttorneys General or their designated representative after consultation with GEFCMS; {vi)
intructions to the claims-adminigtrator regarding notices-and distribution of the Fund to
Parucxpatmg Counterparties shall be countersigned by the:Attorneys General or thieir designated
representative; and (vii) any questions:regarding the distribution to.the Participating
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Counterparties that.cannotbe answered by the claims administrator shall be directed to the
Attorneys General or their désignated representative(s). The Attorneys General agree that the
Notice Packet.(and all components thereof} shall conform to the text-of the Noti¢e Packet issued
in-eonnection with the Attotneys General’s-settlement with Bank of America, dated Decembey- 7,
2010, insofar.as the substantive provisions of the Bank of America settlement and this Settlement
are similar. By sélecting the claims. adiministrator, GEFCMS makes no. representations or
warranties about the claims administrator, The claims administrator shall bear all risks related to
the administration of and/or distribution of the Fund. Neither the Attorneys: General nor
GEFCMS bear-any risk or liability related to the administration.and/or distribution of the Fund,
or the-actions or inaction of the claims administrator. The costs of; administering thie distribution
of the Fund (including all notices) shall be the sole responsibility of GEFCMS and shall not'be
paid from. the Fund.

11, Payments from the Fund shall be made to Participating Counterparties, pursuantto a

' formula developed by the-Attorneys General in consultation with GEFCMS. To the extenta
Participating Counterparty has or will receive-a payment through the SEC Resolutions with
GEFCMS for the same transaction or transactions, such paymenit amount will be subtracted from
- any payments to be made from the Fund. Notwnthstandmg the foregoing, the Aftorneys General
shall have the right-to adopt a formula they deem approprite for paymets from thie Fund.

12, In order to-ensure that payments are made to the Participating Counterpartieson a txmely
basis, GEFCMS and the Attorneys General will work in good faith to complute their respective’
duties and fasks as set for_th in Attachment B within the time specified therein.

13, Toreceivea payment from the Fund, Eligible Counterparties and Additional Elxgxb!e
Counterparties must submit a timely- election to participate, accompanied by a signed release in
‘the form attached hereto:as Exhibit 1, in accordance with the instructions set forth in the Notice
Packet. Ini the event that-any Eligible: Counterparty or Additional Eligible Counlerparty elects
not fo-participate or otherwise does not respond (“Non-Participating Counterparty™), this
settlement shall have no-effect ori-any claims or causes.of'action for damages, disgorgement or
restitution that such. Non»Partxcnpatmg Counterparty may have. against GEFCMS for the Relevant
Conduct:

14.  In the event that any of the principal of GEFCMS’s $30,000,000 payment (i:e. not
including accrued interest) remains in the Fund afier all payments have been made to
Parttcxpahnv C‘aunterpames pursuant to Attachment B (“the Resxdue”) GEFCMS, upon ten (10)
days notice to the Attorneys General, may instruct the claims administrator to use any of the
Residue to satisty. any pcndmg or other claims asserted by Municipal Bond Derivatives
Counterparties relating to the Relevant Conduct by disbursing such money from the Fund
specifically for such use; provided, however, that the Residue shall be used solely for payment of
other claims asserted by Municipal Bond Derivatives Counterparties related to.the Relevant
Conduct.

15, Notwithstanding anythmo in this Settlement Agreement to the contrary: (i) GEFCMS is
specxﬁcaily prohibited from using any of the Fund or Residue for payment of attorneys™ fees;
(if)in no event shall any distribution to any non-Pamc:patmg Ccunterparty from the Fund or
the Residue exceed the amount the non«Pamcxpatmg Counterpany would have received if it
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had elected to be a Pamclpatmg Counterparty under this Settlement Agreement, (iii) any of the
Fund-or Restdue remaining in'the Fund as-of fhe date the last case that is or was part of MDL
No, 1950, Master Docket No, 08-02516-(In re Mumczpal Derivatives Antitrusi Lifigation) is
dxsmxssed ‘with prejudice.as to GEFCMS and thie:time for appeal has expxred shall be: pald toa
multi-state fund for-additional disbursement to Participating Counterparties, for- the antitrust
training of deputy and assistant Attomeys General, or otherwise directed by the. Attorneys
General; and (iv) under no circumstances shall any of the-manies in the Fund or Residue, at any
ttme, be returned to GEFCMS.

16.  The claims administrator and the escrow agentshall provide GEFCMS .and the.
Attorneys.General or theii: «designated representatives with a final report accounting for all
amounts paid to Participating Counterparties from the.Fund and to-whom such payments were
made. Tn addmon, the claims-administrator-and escrow agent:shall maintain and provide
GEFCMS:and the Attorrigys General or fheir designated representafives with repoits
accounting for payments.made to-all other Municipal Bond Derivative Counterparties (other
than the Paiticipating Counterparties). pursuant to Paragraphs 14 and 15 above. Such reports
shall be provided monthly or as otherwise requested by GEFCMS or the Attorneys Genéral.
Upon request, the claims administrator and escrow agent shall make available for inspection by
the: Attorneys General or their desxonated representatives.all recordy relating to such payments.

17.  In no.event shall any money in the Fund be used to pay attorney’s fees, including
attorneys’ fees iticurred fn satisfying payment pufsuant to pending:or other claims: asserted by
Municipal Bond Derivatives Counterparties relating to the Relevant Conduct, or-any costsor
expenses:associated with the establishment of adiministration of the Fund, mdudmg 1 but not
limited to the costs of identifying Ehglble Counterparties, providing notices, caleulating
payments, issuing checks and prepaiing any accounting, return(s) or other reports. -

ADDI'TIONAL PAYMENT

18, Within thirty (.:0) business days of:the Effective Date of thls Settlement Ag,reement,
GEFCMS shall pay or cause to be'paid; by wire transfer, certified check or other guaranteed
funds, pursuant to the: instructions of the Attorneys General, the:sum.of $3,000,000 (the ‘
“Additional Payment™).

19.  The Additional Payment shall be apparti‘aned and-used for any one-or more of the
following purposes, asthe-Attorneys General, in their-sole discretion, see fit:. (4) payment of
attorneys’ fees and expenses; (1) antitrust or consumer protection law enforcement; (c) to cover
additional expenses relatmg to the ongoing-Attorneys General's Investigation.and any related
litigation; (d)for- dcpasn into'a: state antitriist or corisumer protection:acéount (.2, revotvmg
account, trstaccount), for-use.in- accordance with the.state laws. .governing.that account; (e) for
deposit into.a fund exclusively dedicated to- asmstmg state-attorneys general defray the costs.of
experts, .economists and consultants.in multistate antitrust investigations and litigation;.or (f) for
such other purpose as the Attorneys General deem appropriate,consistent with the various states”™
laws.

" For the avmdance of. doubt, paraaraph 15(11) shaﬂ lmve no. eﬁ’;:ct on any distribution te.any Mummpa!
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CIV-I.L PENALTY

20.  Within thirty (30) business days of the Effective Date:of this Settlement Agreement,
GEFCMS:stiall pay or cause to be paid, by wire transfer, certified check or ofher: ‘guaranteed
furids, pursirarit.to the instructions of the-Attorneys General, the sum of $1,250,000.as a civil
penalty:

PROHIBITED CONDUCT

21, The GEFCMS Platforms, their directors, officers, managers, agents, and employees shall
not, directly or mdrrectly, maintain, solicit, suggest, advocate; discuss ot carry out any unlawful
combmatwn. conspiracy, agreyment understanding, plan.or program: with sty actual or:potential
competltor, financial advisor, swap advisor, bidding agent or broker tor.(2) submit courtesy,
covef or otherwise non-competitive bids for Guaranteed Investment Contrécts; (b) refrain from
bidding onor negunatmg for Guaranteed Tavestment Contracts; (¢) coordinate the preparanon,
submission, content, price and other ferms of Guaranteed Investment Contracts; or’ (d) engage in
the Relevant Conductas defi ned dbove,

22, The GEFCMS Platforms, their directors, officers, managers, agents, and employees shall
nol, in conjunétion with the markeling, sale or piacemcnt of Guaranteed Investment'Contracts
make:material mxar&presentatlons or omit material fiacts.fo potentidl counterpanties, their agents,
- brokers oradvisors. :

BUSINESS REFORMS

| 23, Within (90) days of the Effective Date of this Settlement Agreement, GEFCMS shali
provide the Attomeys General with a.copy of its current: Spirit and Letter Compliance Policy.

COOPERATION WITH THE ATTORNEYS GENERAL’S INVESTIGATION

24.  Until the date upon which the Attorneys General’s Investigation is concluded, GEFCMS
agrees to continug to provide fiill, complete-and prompt: cooper: ‘ation with the.ongoing Attorneys
General’s Investigation, and related proccedmgs and actions, against:any other person,
curporatmn or entity, including but not limited to- GEFCMS’s former emiployees. GEFCMS
agrees to use its bcbt efforts to secure the full and truthful coeperation of its current officers,
dnrectars, employees and agents with the ongoing Attorneys General’s: Investigation and related
procesdings and actions,

25.  Cooperation shall include, but not be limited to: (a) producing, voluntarily, without

~ service of subpoena, to the extent permitted by law o regulatmn, all mfonnatmn, documents or
othér tangible evidence. reasonably requested by the Attoineys General thatrelates to the
Atiorneys General's-Investigation, subject to the fi ight to-withhold information on grounds of
privilege, work product-or other legal doetrine; (b) preparing, without service of subpoena, to the
¢xtent permitted by law or regulation, any compilations.or summaries of information or data that
the Attorneys General reasonably request that relate to the Attorneys General’s Investigation;:

and (c) if requested by the Attorneys General, working to.ensure thaf. GEFCMS?s current.
officers; directors, and agents-attend, on- reasonable notice, any- proceedmg,s (including but not.
limited to meetings, interviews, hearings, depositions, grand jury proceedings and trial) and,
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subject to the right to withhold information on grounds of pnvﬂege, work product:or.other legal
doetrine, to answer, completeiy, candidiy and: teuthfully any and all inquiries relating to the
subject matter.of the Attcmeys General's: lnvestxgatxcn that-may be put to such persons by the.
Attorneys General {or any-of: them, their deputies, assistants or agents), without the necessity of a
subpnena.

26.  Intheeventany GEFCMS document or information in GEFCMS’s. possession is
withheld or redacted on grounds of privilege, wark«-pmduct orother legal doctrine, a statement:
shall be-submitted in'writing by GEFCMS indicating: (i) thetype of document or information;
(ii) the date of the document; (iif).the-author-and recipient.of the document; (iv) the general
subject matter 6f'the document-or information; (v) theréason for withholding the:document; and
(vi) the Bates number or range of the witliheld document. The Atterneys:General or their
designated representative may initiate a challenge to such claim in any forur of their choice and
may, withoutlimitation, rely on all unprivileged documents or dommunications theretofore.
praduced or the contents of which have been-described by GEFCMS, its officers, directors, or
agents, ifany.

27.  Itis agreed that any confidential information provided pursuant to the foregoing.
Paragraphs:shall be covered under the Confidentiality Agreement, dated July 16, 2008:signed by
Craig A. Stewart of Armold & Porter LLP and Michael E, Cole; Chief, Antitrust. Department of
the Connecticut Attorney General’s Office, as well as the Supplemental Agreement dated August
24, 2011, signed by John A. Freedman of Arnold & Porter LLP and Michagl E. Cole, Chlef
Anutrust Deépartment of the Connecticut Attorney General’s Office.

28, GEFCMS agrees not to compromise the integrity or confidentiality of any aspect of the
Attorneys-General's Investigation orany proceeding or actions relating to the Aftorneys
General’s Investigation, by sharing or diselosing evidence; documents of othet information
provided to GEFCMS by the Attorneys General or their desxgnated representative: without the
consent-of the Attorneys Géneral or their designated representative: GEFCMS shall give notice.
to the Attorneys General of any: discovery or other request for siich information within ten (10)
business-days of receipt. Nothing herein shall prevent GEFCMS from prowdmg such evidence
to crther,gpvemmcnt regulators, sélf-regulatory organizations, law enforcement ‘agencies or as.
otherwise required by law or regulation,

29.  GEFEMSshall maintain custody of; or make arrangements to have maintained, all
 documents-and records of GEFCMS related fo the Attorneys General’s Investigationand covered
by the subpoena(s) issued in the Attorneys General’s Investigation until the-.completion of the
investigation and any related litigation, including appeals. Upon:complétion of the investigation
and wnclus;on of ay rulated httgatmm mcludmg appeals the Attomeys General shail to ihe

.....

Investx;,atxon or to destro_w, such matenals Notw1thstandang the above, the Attorneys General
may maintain the materials px:oduced if they beliéve it necessary to.comply with applicable legal
staridards governing the retention-and destruction of documents produced to them. Any-Attorney
Gieneral that doesnot intend to either return or destroy such materials shall (a) notify GEFCMS
of'its-intention to mainfain the materials, (b} direct GEFCMS to- the Tegal authority that:prevents.
thee return-or destruction of such-materials, and. ® confirm.in writing the Attorney General’s
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intention to maintain the continued confidentiality of such materials to the extent permitted by
law and by:applicable confidentiality agreements. :

ENFORCEMENT

30.  The Attorneys General Jomtly or individually, may make such apphcatron as-appropriate
to-enforce:or: mterpret the. provisions ¢ of this Settlement Agreement or, inthealfernative, may
maintain aniy action within their Iega authority, gither civil or critinal, forsuch other and
further relief as any Attorney General may defermine in his/her sole discretion is-proper and
necessary for the enforcement.of this Settlement Agreement. GEFCMS consentsto the
jurisdiction ofthe courts of the States of Alabama, Colorado, Connecticut, the District of
Columbia, Florida; Idaho, Ilhnms, Iowa, Kansas, Maryland, Maasachusc,tts, Michigan, Missouri,
" Montana, Nevada, New Jersey, New York, North Carolina, Ohie, Oregon,. Pennsylvama South
Carolina, Tennéssee, Texas, Wisconsin and tlie state or commoniwealth over: wluch any
Patticipating. Aftorney General tas jurisdiction and only for the purpose.of an action brought by
ong'or more of the: Attorneys General to enforce the terims of thi§ Settlerhent Agreement. New
York Iaw shall apply in any acnon brought by one or more of the Attorneys General to enforce
conﬁdenuamy agreements deqcnbed in Paragraph 25 above in whxch case the 1aw of the
relevant state:shall apply: The parties; recognize that. remedies at law-forviolations of this

- Settlement.Agreement, except for: Paragraphs 3,4, 18:and 20 are inadequate, The parties agree
that, in-any action to enforce theterms of this: Settiement Agreement, except Paragraplis 3, 4 18
and 20, a:court:shall have the authority to award equitable relief, including specific performarncee,
and the- -parties consent to the: awardmg of such equitable relief mcludmg specific performance.

31. ThlS Settlement-Agreement may be.modified by the mutual agreement of GEFCMS and
the Attorneys General, Any.such modification shall be in-writing and signed by: all parties to- this
Settlement Agreement.

32 In the event that: xmpudxments arise in the identification of Eligible Counterpartu,s or
Additional Eligible Counterparties, or.in-the- allocation.or distribufion of monies to Participating
Cotinterparties; GEFCMS and the Attorneys General agree to use their best efforts to eliminate
or othierwise:resolve these impediments:in order to ensure that: txmely payment is:madé to
Participating Counterparties according to.the formula to be developed pursuant to Paragraph 11
above. Notwitlistanding the foregoing, the Attorneys General shall make the: final determmatmn
as to who is an Eligible Counterparty:or Additional Eligible Counterparty entitled fo receive:a
payment under:this Settlement: Agreement and how much each is-entitled to receive under this.
Settlement-Agreement.

RELEASE BY ATTORNEYS GENERAL AND
PARTICIPATING ATTORNEYS GENERAL

33. By hisior her execution of this Settlement Agreement or by submission of an Election by
an Attamey General to Participate in Settlement with GEFCMS (Exhibii 2 attached hereto), each
Attorney General and Participating Attorney General releases the GEFCMS Parties, as defined in
Definition L, and their ‘pastand current officers; directors and employees, ather than those-
individuals responsible for the conduct set forth in paragraphs: 1-25 of the Al]egatxons from all
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civil elaims, counterclaims, cross claims, setoffs, civil causes of action of any type (whether
common law, equitablé, statutory, regulatory or administrative, elass; individual or otherwise in
nature, and whether reduced io judgment, liquidated, unliquidated, txxed contingent, matured,
unimiatured, disputed, unidisputed, secured ot unsecured); demands, disputes; damages, réstitution,
whenever incurred and liabilities.of any nature whatsoever, including, without limitation, costs,
fines, débts, expenses, penalties-and attorneys” fees, known or unknewn, ansmg out of'the
Relevant Conduct that:could have been asserted by-each Attorney General in hisor her:sovereign
capacity as chief law enforcement officer of his or her: reSpechve Jjurisdiction.

34.  The Attorneys General and Participating Attorneys General intend by this Settlement.
Agreement to settle with and release {miy the GEFCMS Parties, as defined in Definition L, and
all of the GEFCMS Partigs? past and current-officers; directors, and emp]oyces, other than those

individuals responsible:for the conduct set forth in set forth in paragraphs 1-25 of'the.
Allegations, anid-do nat intend. this Settlement Agreement,.or any part hereof orany other aspect
ofthe settlement or thie releases, to.extend to; to release or otherwise to affect in any way any
rights that the Attorneys General'have or. may haveagainst any other personi, party, orentity
whatsoever. For the aveidance of doubt, this Sertlement Agreement, or any part hereof or any
- other aspect.of the settlement or the releases, shall specifically not extend fo, rélease or-otherwise
affectin any way any rights that the Attorneys General have or may have against Tradition
(North America) Inc. (“Tradition™), Capztal Financial Partners, Inc., (FCFP"), and any-of the
parents, SHbSlEllal‘l%b, dxvxsmns, gmups, afﬁhates, and parmerslu ps: 01 either ’mdmon «or CFR,
employees, or agents The prevmus sentarice is nat mtended to affect thc apphcab;l nty or non-
applicability of Mass, G.L.c. 231B §4.

35.  Paragraphs 33 and 34 pertain only to.claims that could have been asserted by the
Attorneys General or Participating Attorneys General in their sovereign capacities and do not
affect civil or administrative claims, causes.of action, counterclaims, set~0ffs, demands, actions,
suits; rights and liabilities for. damages, restitution, disgorgement or taxes-arising from. the
Relevant:Conduct that an Attorney General .or Participating Aftorney General may assert on
behalf of‘any Eligible Counterparty or Additional Eligible'Counterparty, The parties: undcrstand
agree and acknewledge that Paragraphs 33 and 34 donot pertain-to-the: mortgage:lending,
mortgage servicing o mortgage foreclosure activities, if:any, of the GEFCMS Pames

RELEASE BY PARTICIPATING COUNTERPARTIES

36. Inorderto recover fram the Fund established pursuantto Paragraph 3 of t}ns Settlement.
Agreemenit; each Participating Counterparty shall be required: to exeoute 2 telease in-the form of
Exhibit 1 attached lereto.

PARTICIPATION OF ADDITIONAL ATTORNEYS:GENERAL

37.  Theattorney general of any state that wishes to join in this settlement: may.opt-in.and
accept the terms of this Settlement Agreement by signing the opt-in agreement appended hereto.
as Exhibit:2, within 60 days of the Effective.Date. Any:-attorney general submitting a timely opt-
in-agreement will thereby become a-party to this Setflement Agreement.
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NOTICES AND REPORTS

38.  Allnotices.and reports required to.be provided shall be:sent electronically or via first-
class mail, postage-pre-paid as-follows:

For GEFCMS: GEFCMS
c/o Colin Burrell
Seniior Counsel
201 High Ridge:Road
Stamford, T 06905
colin.burrell@ge.com

Craig A. Stewart, Esq.
Arnold & Porter LLP

399 Park Avenuie

New York, NY 10222-4690 .
Craig.Stewart@aporter.com
Telephone (21 ") 715-1142

For Attorneys.General: Michael E. Cole
Chief;-Antitrust Department
Office of the Connecticut Attorney General
35 Elm Street
Hartford, Connecticut. 06141
Michagl.cole@gt.goy

Elinor R. Hoffiann,

Agsistant Attorney General

Office of the New York State Attorney: General

120 Broadway, Suite 26C44

New York, New York 10271
Elinor-hoffmann@ag.ny.gov

Upon request by GEFCMS, the Attorneys General will de51gnate a representative or group.of no
mote thah threg representatwes forserve as their liaison on issues-of cooperation and claims
administration. :

OTHER PROVISIONS

39.  This Settlement Agreement is.entered into voluntanly and solely-for the purpose of
resolying the claims and causes of action against the GETCMS Parties. This Settlement
Agreemént and any-and-all negonanons, commumcatlons, documents (mcludmg drafts) and
discussions-associated with it.shall not'be used for: any other. purpose, except in proceedings.or
actiong to enforce or interpret this Settlement Agreement. Itshall not-constitute or be:construed
as an admission or evidenceof” any violation: of any statute.or law-orof any liability or
wrongdoing by the' GEFCMS Paties:of bar.any of the: GEFCMS Patties from asseiting-any



defense in any litigation or administrative.or.other, proceeding based upon, arising.out.of or
relating to, in'while.or in part, the Relevant Conduet, ‘

40.  Nothing in this Settlement Agreement shall relieve GEFCMS. of any obligations imposed
by-any applieable laws.or regulations felating to the marketing, sale or placement of Guaranteed
Investment Contracts,

41,  GEFCMS represents that, pursuant.to.an agreement il has entered into with the Internal
Revenue Service; the. IRS has agreed that: (1) for purposes: of compliance by-an [ssuer with thie
arbitrage requirements of Section 148 of the Interiial Revenue Code for Covered Bond Issues,
Covered Contracts.are deemed to have been entered into on terms which represented the fair
market value of such Covered Contracts; and (2)-for purposes of:Sections 103 :and 141 through
150-of the Iriternal Revenue Code, any ¢ settlemient payments received from GEFCMS by affected
issuers.atenof required to be included in proceedsor gross proceedsof the related bond issue.
For the purposes.of this Paragraph, “Cavered Contracts” reférs to the following contracts during,
the period 1999 through 2006 that the GEFCMS Parties entered into, bid on (or refrained from
bidding on), provided pricing for or was asked to provide pricing for, or was otherwise involved:
“Investment Contracts;” which were guarariteed investtient contraets, involving the investment
orreinvestment of the proceeds.of a State or Local bond within the meaning of Section 103 :0f
the Code (a“State or Local Bond”) Thie State or Local bond issues to which the Covered
Contracts relate.are referred to collectively herein as the “Covered Bond Issues.® GEECMS
agrees to indemnify-and liold harmless the-Attorneys.General and all Eligible Counterparties and
Additional Eligible Counterparties for any. liability incurred as.a.result of any breach of'the
foregoing representation by GEFCMS. Upon request, GEFCMS will providé:a copy of the IRS.
agreement to an Eligible Counterparty. that requests it, The copy GEFCMS provides may be
redacted to the extent necessary to protect: centxdennal information or as otherwise requited by
law or regulation.

42, Nothing contained in this Settlement Agreement shall be construed as mandating or
recommending that the GEFCMS Parties or-any.of their current employees bé dlsquahﬁe&
suspended.or debarred from- engaging. in-any businessin- any Jurisdiction,: mcludmg but not
limited to the marketing, sale or'plagement of Guaranteed Investment Contracts-or-any other
investment vehicle.in any juisdiction. Moreover, the Attorneys General dgree that in connection
with any state suspension. and/or debarment proceeding instituted against the . GEFCMS Parties or
any.of their cuirrent dxrecmrs, o ﬁlcers, agents; oremployees (or any other pmceedmg in which a
state or local entity is considering not doing business-with the GEFCMS Partics), at the
GEFCMS Parties- request-any Attorney Genéral shall promptly make known to the: suspending
and/or debarring authority (or.other relevant state.or local entity) thatthe GEFCMS Parties have
cooperated fully with the Attorneys General’s Investigation of Municipal Bord Derivatives, have
given substantial assistance to the:Attorneys General's Investigation and have- provxded
apprapnate reliefforthe harm itcaused. Notwithstanding the foregding; thiis-provision shall not
rekuire any Attorney General to disclose conﬁdenual information orto take any action that.
would compromise the:Attorneys General’s-angoing investigation.

43.  This Settlement Agreement shall not confer-any.rights:upon, and is not- enforceable. by‘
any persons or-entities besides the Attorneys'General and thie GEFCMS; Parties.
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44,  This Settlement Agreement may be:.executed in counterparts.

WHEREFORE, IT IS:S0.AGREED.AND the following;siénatures are-affixed hereto on .thi‘s_v-,?;_é‘f}
day of December 2011. |



GE Funding Capital Market Services, Inc.




-‘:’lATEHO_E A',’:\WECTICUT

GEORGE JEPSEN

Michael E: Cole

Chief, Antitrust Department
Christopher M. Haddad
Assistant Atiomeys General
55.Elm Street, PO Box 120
Hartford, €T- 06141-0120
Tel: (860)808 5040

Fax: (860)808-5033
michael.cole@ct.gov



STATE OF NEW YORK
ERIC T. SCHNEII?ERMAN

Office.of the Attorney General
Antitrust Burcau

26" Floor, 120-Broadway
New York, NY 1G271
Voite: (212) 4168262
elinor, hoffmann@a AYVEOY.




LUTHER STRANGE

ATTORNEY GENERAL
STATE OF ALABAMA

501 WASHINGTON AVENUE
MONTGOMERY, ALABAMA 36130
334-242:7401




STATE OF COLORADO -
JOHN W, SUTHERS
Attorney General

DEVIN LATHO

Assistant Altorney.-General
Consumer Protection.

Attorneys for the State of Celorade

1525 Sherman Street, 7th Floor
Dienver, Colorado- 80203
Voice: 303-866-5079

Email; devinaiho@state.co.us

Municipal Bond Derivatives Settlement Agreement
with GE Funding Capital Market Services, Inc, — 2011



THE DISTRICT OF COLUMBIA

IRVIN B. NATHAN
Attorney General for the District of Columbia

ELLEN S. EFROS
Deputy Attorney General
Public Interest Division

BENNETT RUSHKOFF
Chief, Public Advoeacy Section

Public Initerest Division

Office of the Attorney General for the District of Columbia
441 4th Street, N.W.,, Suite 6008

Washington, DC 20001

December 22, 2011

Municipal Derivatives: Trinity
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STATE OF FLORIDA

PAMELA JO BONDI

Attorney General

Patricia A, Conners

Associate Deputy Attorney General
Nicholas Weilhammer

Assistant Attorney General

PL-01 The Capitol

Tallahasses, L. 32399-1050
Phone; (850) 414-3300




STATE OF IDAHO
LAWRENGE G. WASDEN.
 ATTORNEY GENERAL.

s

Breti'T. DeLanﬂe (ISB No: 3622&)’
Deputy: Attomey General
Consumer Protection Division
Office of the Attorney General
954 W. Jefferson St., 2 Floor
P.-O. Box.83720

Boise, Iddhio 83720-0010
Telephone: (208 334-4114
FAX: (208) 334-4151
brett.delange@agiidaho.gov



STATEQF [LLINOIS.
LISA MADIGAN
Attorney General

s
y";,’ K

Dl

" By; /7
&

Robert Pratt

Chiefy.Antitrust Bureau

Office.of the:Illinois Attorney General
"100-W, Randolphi Ghicago, 1L 60601
Phone:(312)814-3722

rpratt@atg state.ilus

Date: December 22, 2011




STATE OF IOWA
“Thomas J. Miller
A‘tiomay; Geuem! .Iqwa

~ M ‘LmdeW
Assistant Attorney Genefal
 Special Lifigation Divisior
Towa Department of Justice

Hoover Office. Bmldmg—Second Floor
1305 Bast Walnut Street:

Des Moings, Iowa 50319

Plione; 515281-7054

Fax: 515 281-4902

Email: Layne Lindebak@iowa.goy



STATE OF KANSAS
DERER SCHMIDT
Attorney Gengral

Lynette R Bakka:

Assistant Aftorney General

Consumer Protection & Antitrust Division
120 SW. 10tk Avenue, 2nd Floor
Topeks, Kansas 66612-1597

Phone (783) 286-‘2215

GEFCMS Agreement



Date: W_@u DOUGLAS F. GANSLER

Ellen S: Cooper”
Assistant Attorney General
Chief, Antitrust Division

Deputy Chief; Antitrust Division
Office of the Aftorney General
200-St. Paul Place, 19" Floor
Baltimore, Maryland 21202

Tel. # (410 576-6470

Fax #(410) 5767830



COMMONWE

ALTH OF MASSACHUSETTS

MARTHA COAKLEY
Attorney General

Maty B. Freéiey {MA BB() #51%788)
Aavon Laib (MA BBO #66165%)

Assistant Aftortieys General
Office of the Attomey Gerieral
One Ashburton Place

Roston, MA 02108

Phone: (617) 727-2200

Commonwealth of Massachugeits signature page GE Funding Capital Market Services,
e, setﬂemenﬂ —December, 2011



State of Michigan
BILL SCHUETTE
Attorney General

L e
I L

D, Pasce (P54041)
Assistant Attorney General

PQ Box 30755

Lansing, Michigan 48909
517.373.3160

Email: pastoedl@michisan.goy

December 2011 —Muni Bonds/Trinity



STATE OF MISSOURI
CHRIS KOSTER
Aftorney General

Brianna L. Lennon

Assistant Attorney General
Missouri Attorey General's Office
P.O.Box 899

Jefferson City, MO 65102

Phone:; (373) 7514376

Fax : (573) 751-2041
brianna.lennon@ago.mo.gov



STATE OF MONTANA
STEVE BULLOCK

Chitck Munson _
Assistant Aftorney General
Office of Consumer Pxotectxon
215, N Sanders

Helena, MT'59620-1401
(406) 444-2026

(406) 4443549 (FAX)
cmunson@_mt.gov




STATE OF-NEVADA
CATHERINE CORTEZ MASTO
Atlomey Genersl

ERIC WITKOSKI
Consumer Advocate and Cldef Deputy Attorney General

BYy:

MICHAEIL SAUNDERS

Senior Deputy Attorney-General

State.of Nevada, Office of the Afforney General
- Burgau of Consiimer Protection

555 F, Washmgton Ave., Suite 3900

Las Vegas, Nevada 89101

Teleplione: (702) 486-3793

Bimiail:msaundels@agnvigov

Date; December 22, 2011




STATE:OF NEW JERSEY
PAULA T.DOW
Attorney General

4 :/} [y e : .
//"2‘(" /f'uj&/’ &W’”M”W,

Assistant Attorney General
State of New Jersey, Office.of the Attorney-General
Department of Law-and Public-Safety
Division-of Law

124 Halsey Street, 5™ Floor

P.0). Box 45029

Newark, New Jersey 07101

Phone: 973-648-2500

Email: Gazol,Jagobson@del,lps.state.nj.us

Dated; ’ﬁ“”‘ ér,,zz‘ 204/



ROY COQPER:
Attorney General of the State of North Carolina

North Carohna Deparmlent of Justice
P.0.Box 629
Raleigh,. NC27602
Tel (919) 716-6000.
Fax (919) 716-6050
Ksturgist ncdo': oV
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‘Assistant: Section (

STATE OF OHIO
MICHAEL DEWINE
Attorney General

Doreen C. Johnson /7
Ass n Ghief, Antitrust Section

OHiio Attorney General’s Office

OSB.No. 0024725

150°E. Gay St, 23" Floor

Columibus, OH 43215

Telephone: (614) 466-4328

Eiinail:doreen johnson@ohioattorneygeneral. gov

State of Ohio’s signature page to Seitlement Among the Atforneys General of'the States and

Commonwealths Agreement and Trinity



DATED: December.22, 2011
Re; Trinity

STATE.OF OREGON
JOHN R, KROGER
Attorney Gereral

IV I) NO... ‘ <
Senior Assistant Attorney General
Department of Justice

1162 Court Stiget NE

Salem, OR 97301-4096
Telephone: (503)934-4400

Fax: (503)378-5017

Enviail; tim.d.nord@doj state.or.us




Dated: December.22, 2011

LINDA L, KELLY
Attomey General

William V. Conley
First Deputy Attorney General

; ,esA Donahue, m

. Chlef Deputy Attomey General

Antltrust Sectwn

14% Floor, Strawberry Square
Harrisburg, PA. 17120

(7¥7y ’787~4530

nn 787 1190-Fax



STATE OF SOUTH CARCLINA
ALAN WILSON
Attorney General

1. Nicholson, i1 Date
A ssistant Attorney General

Office of South Carcling Attomey General

1000 Assembly Street ’

Rembert.C. Dennis Bldg,

Post Office Box 11549

Columbia, South Carolina 29211

Telephone: 803-734-9916




ROBERT E. COOPER, JR.
Attorney General and Reporter
State of Tentessee

Victor J, Donjen; Jr. (BPR#015803)
Senior Coungel

Tennessee Attormney General’s Office
425 Filth Avenue North

Nashville, TN 37202

Tel: (615)253-3327

Fay: (615) 532-6951




STATE OF TEXAS
GREG ABBOTT
Attorney General

Bret Fulkerson
Assistant.Attorney General
Tezas Attorney Gerieral's Office
Texas Bar No, 24032209

300 West 15" Street, Floor 7
Austin, Texas 78701

Phone: (512) 463-4012
bret.fulkerson@oag.state.tx.us



December 21, 2011
GE Funding Capital Market Services, Inc. Settlement

The State of Wisconsin elects fo participate in the settlement among the Attomeys General and.
GE Funding Capital Market Services, Inc.

JB. VAN HOLLEN
ATTORNEY GENERAL

Gwendolyn J. Cooley

Assistant Attotney General

17°W. Main 8t

P.0. Box 7857

Madison, WI 53707-7857

(608) 261-5810
oleygi@doj




ATTACHMENT A

The following.criteria shall be applied to determine whether a Guaranteed Investment Contract is
a.Covered Derivative:

A. For Guaranteed Investment Contracts that were awarded through a competitive
bidding process:

1. The Provider of the Guaranteed Investment Contract is GE Funding Capital
Market Services; Inc. (#k/a FGIC Capital Market Services, Inc.), Trinity Funding
Cornpany LLC or Trinity Plus Funding Company, LLC (togéther “GEFCMS
Platforms™or individually “GEFCMS Platform);

2. The GEFCMS Platform and the counterparty-entered into the Guaranteed
- Investment Contract transactmn between 1999 arid 2005, inclusive;.and

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

B. Notwithstanding the-eligibility criteria in Part A above, a Municipal Bond Derivatives
Counterparty (mc!udma agounterparty fo-any. Guaranteed Investment.Contract
described in-A-above) is not ehglb]e 10 receive payment under this Settlement
Agreement with respect to-any specific. Covered Derivative for which it will receive a
payment through the SEC Resolution that is.equal to or. greater than thie amount the.
Guaranteed Investment Contract Counterparty would receive for each such Covered
Derivative through this Seitlement Agreemernit.
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ATTACHMENT B

Withm ten (30) busmcss days of the Etfecuve Date cf this Agreﬁment GEl*LMS wx]l

,,,,,,

their desxwated representatwe

Within ten (10) business days-after rcccxpt of the. draﬁ contract the Attorneys General or
their designated representative shall, in wntmg, either approve the claims administrator
and the contract.or provide a set of objections on behalf of the Attomeys General.
GEFCMS shall have 10 busitiess days after receipt-of any objections:to resolve the
objections of the Attorneys General, If GEFCMS fails to resolve the objections of the
Attomeys General on a timely basis, then the Attorneys General miy select a claims
administrator, the costs of which shall be paid by GEFCMS,

Within ten (10) business days of the Attorneys General’s final approval of the claims.
administratdr, thie claitns administrator shall provideto GEFCMS and the Attorneys.
General or their desi gnated representative drafts of the Notice-Packet.

Within fourteen (14) busmess days of receipt of 'a draft of the Notice Packet, the
Attorneys General or their designated representative:shall 1dent1f} all Eligible
Coumerpartms and provide GEFCMS anid the claims administrator with: (4) the Eligible
Counterparty’s name and address. if readil; y: availdble; (b) the description of the Covered
Derivative, mcludmg the notional amountj:and (¢) the: amount of money the Eligible
Counterparty is eligible to receive relating to the Covered Derivatives or the formula for
determining such amount.

Within fourteen (14) business days.of receipt.of the list described in Paragraph 4,
GEFCMS will deliver to the Attorneys General or their designated representative and
the-claims administrator the most current available addresses of Eligible Countérparties.
If; desplie best efforts, GEFCMS has been unable to identify an- Ehgxble Counterparty’s
name.and address within fourteen (14) business days of receipt-of the list, GEFCMS

will so-inform the claimsadministrator and the: Attorneys General, who may extend this
nmefmme or amend the list described in Paragraph 4.

Within ten (10) business days of receipt of the draft Notice Packet from the claims.
administrator, the Attorneys General or their deszgnatcd represeniative, in consultation
with GEFEMS; shall approve or aniend its content and provide such amendments to the
claims administrator,

Within-thirty (30) days of receipt of the information set forth in the Paragraphs above,
whichever is later, the claims administrator shall send & Notice Packet to each Eligible.
Counterparty by hrst—class mail, postage prepaid and by electronic delivery if addresses
are available. For Additional Eligible. Counterparties, the- cldims administrator must
send the Notice Packet to each Additional Eligible Counterparty within seven (0]
business days of receipt of the information set forth in Paragraphs 4.and 5 above,
whichever is later, for any Additional Eligible Counterparty.
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13,

Eligible Counterpamcs or Additional Eligible Counterparties shall have sixty (60) days
from the date that notice of their eligibility-was sent by first-class mail, postage
pre-paid, fo request.a distribution (*the- Election. Perxod”) However, the Attorneys
Gerieral or thsir-designated represeittative, in consultation with GEFCMS, have
discretion-to.approve paymentsfa Eligible Counterparties or Additional E:hg1ble
Counterparties whose election to-participate-and release was not received in a timely
mannet’.

The claims administrator shall provide GEFCMS and the Attorneys General with
weekly reports-during the Election Period, which report(s) shall iniclude; by staté; a
listing of the names of Eligible Counterparties-and Additional Eligible Counterparties
that have submitted valid Elections and Releases, and the names:of Eligible
Counterparties and Additiondl Eligible Counterparties that have not submitted valid
Elections.and Releases.

The Attorneys General or their designated representative shall provide the claims
administrator and GEFCMS with a templata for:the letters to-accompany the- paymcms
made to Participating Counterparties priorto the end of the Election Period.

During the Election Period, the claims.administrator shall issue a distribution report
describing the Eligible Comterpartxes and Additional Eligible Counterparties that opted
to participate and the.amount of money to be: distributed to each of thein. In-advancéof
directing Initial Payments be made, the claims.administrator shall obtain approval of the
report ftonr the Attorneys Generalor their designated representative; The final
distribution report:shall be issued ne later than fourteen (14) days after the end of the
Election Period,

Within sixty (60) days after receipt of approval of the claims administrator’s
distribution report; the claims administrator shall make arrangements to make payments,
accompanied by letter(s) provided by the Atforneys General, 16 the Participating

* Counterparties that have submitted:a proper request and fully-executed 1élease of their

share of the Fund, These payinients shall be senit in.a mannet to enstire that they reach
the designated Participating Counterparties, gither by wire transfer or by registered
mail. The escrowageit, in conjunction with the:claims administrator, shall make
prompt payment:in accordance with such instructions.

GEFCMS and the Attorneys General may, by written agreement, alter any time period
provided for hereintothe extent necessary to carry outthe purpose: of affording all
possibile compensation:to Eligible Counterfiarties and Additional Eligible
Counterparfies.



EXHIBIT 1

RELEASE BY PARTICIPATING COUNTERPARTIES

This release exccuted this _ dayof .20, by the Releasor (as defined below)
in favor of the Releasee (as: defined below), '
DEFINITIONS
“Releasor” shall mean and any of its divisions, affiliates,

A.

subsidiaries, groups; associates, general or limited partners.or partncrshsps, predecessers,
successors or. asszg,ns, mciudmg, thhout hmxtat[on, any of their respeguve present
afhhates assomates geneml or hmlted partners or partnershnps hetrs, exeuutors
admitistrators, predecessors, successors, assigns or ihsurers acting on behalf of Releasor,

“Releasee” refers to GE-Funding Capital Market. Servwes, Inc., Trinity Plus Funding.
Company LLC:and Trinity Funding Company, LLC and the parems! subsidiaries;
divisions, groups, affiliates, and partnerships of each of the fore;,omg, including, without
limiiation, any of their respective: past or current-officers, directors, and employees, other
than those individuals responsible for the conduct set forth in paragraphs.1-25 of the
Allegations in the Settlement Agreement (together “GEFCMS Parties”). Forpurposes of
this paragmph “affiliates™ shiall mean-entitics that are-currently or-were formerly
confrolling, controlled by or under common control with GEFCMS.

“Relevant Conduct” shall mean, except as pmvxded below, the GEFCMS Parties
engaging in any of the following conduct from January 1, 1998 through December 31,
2006, whether by itself or in concert with-othier Providers or Brokers: (i) rigging bids-or

- fi ung the prices.or other terms:and conditions of any Municipal Bond Derivatives; (if)

agreeing.noi to bid for any- Mumcxpal Bond Derivatives; (iii) engaging in any other
anticompetitive conduct rélating to the marketing, sale, placement modificationor
fermination of any Municipal Bond Derivatives; and:(iv) engaging in any- deceptive,
unfair or fraudulent conduct relating to Municipal Bond Derivatives that is described in
paraqraphs 1-28 of'this Agreement. (Alle atxons)

. “Municipal Bond Derivatives” shall mean: (i) contracts involving the reinvestment of the

proceeds of tax-exempt bond issues. and. Qu'xhﬁed Zone Academy Bonds, or bonds issued
by-or on behalf of any governmental or qum-govemmental or ncm-proﬁt entity in the
United States of America, including but net limited to, states, cities; towns, coumnties;
villages, parishes, school districts, clubs ot various economic: development
redevelopment, financing, lottery, parking, housing; educational, medical, religious,
public saféty, building, water, sewer, hospital, transportation, public works, waste.
mianagement, environmental, port; park airport, telecommunications anid power
authorities, corporation or boards, including but not limited to forward purchase, supply
or delivery agreements, repurchasc agreements, certificates of deposit, escrows:and
secured and nsecured guaranteed investment contracts (*Guarariteed Investment
Contract”) and (ii) transactions involving the management or transfer of the interest rate



risk-associated with the bonds or bond issues described above, including, but not limited
to, swaps, options, swaptions, caps,.collars-and floots. Notwithstanding the- foregoing,
Municipal Bond Derivatives does not include: (i) contracts to underwrite the issuance of
municipal bonds; (i (i i) eredit: ciefault product.s, stich as-eredit default swaps-and eredit
defaulf-options;. (iii) auction-rate securities; (w} inter-dealer: swaps;.(v):swaps, .ot other
agreemerits between providersto hedge, manage or otherwise share or transfer their-risk
on aMunicipal Bond Derivative except to the extent: used to facilitate any improper
undisclosed payments to brokers or the rigging of bids for the-reinvestment.of
management of bond proceeds.

. “Covered Derivatives” shall mean Guaranteed Investment Contracts that meet the
criteria set forth in Attachment A to the Settlement. Agreement:

“Settlement. Agreement” shall mean the Settlement Agreement between GEECMS.and
the Attorneys ( General of the States and’ Commonwealths. of Alabama, Colorado,
Connecticut, the District of Cokumbm, Flotida, ldako, lilinols, lowa, Kansas, Maryland,
Massachusetts, Michigan, Missouri, Montana, Nevada, New Jersey, New York, North
Carolina, Ohio, Oregon,. Pennsvlvama. South Carohna, Tennessee, Texas and Wisconsin,
dated December.23,2011.

3 “Effective-Date”* shall-mean the Effective Date of the Set,t!emen;.Agreemem;
RELEASE |

In consideration of the receipt by Releasar of § relating to the [list of specific
Covered Derivatives], paymertt of which is made by GEFCMS/in accordance with the
terms of the Settlement Agreement, Releasor heréby releases Releasee fromall civil
claims, counterclaims,. cross-ciauns, set-offs, causes of‘action of any fype (whether
cammon law, equitable, statutory, regulatory or administrative, class, individual or
otherwise in nature, and whether reduced tojudgment, liquidated, ¢ tinliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, secured 'or unsecured) demands;
disputes, damages, restitution, whenever incurred, and. lisbilities:(including joint.and
several)-of any nature: whatsoever, including: without limitation, costs, fings, debts,
expenses, pcnaltxes and attorneys fees, known or unknown, that it Has-against the
Releasee arising from the-Relevant Conduct in reléition to the marke:tmg, sale, placement,
modification or termination.of Mumcxpal Bond Derivatives, including: any claims:that

- hitve been orcould be.asserted in (a) any action that has beentransferred to the LLS.
District Court for the Southern District-of New York for coordination or consolidation in
In.ve Municipal Derivatives Antitiust Litigation, MDL No. 1950, Master Docket No. 08-
2516; (b) any action that is subsequently transferred io the U.$: District Gourt for the
Southern District-of New York:for coordination or:consolidation In . re Municipal
Derivatives Antitrust Litigation; MDL No. 1950, Master Docket Na. 08-2516;.(c) the
action pending in Massachusetts:Superior:Court captioned Commonwealth v, Tradition
(North Aier icq); Ine., No. 104378G or (d) any othier action:-wherever filed that asserts
claims based on the Relevant Condugt..
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In the event that the total payment referred to in Paragraph 1 is not made for any reason,
then:this Release shall be null and void, provided that: ay payments received by Releasor

shall be eredited to Releasee in connection with any claims that (i) Releasor may-assert.
against Releasee; (if) that are asserted against Releasee on behalf of Releasor by 4 class
of whiich Releasor:is:a member; or (iii) that are asserted by any third party against
Releasee as:to-which Releasee may assert a setoff under any.applicable law,

The Releasor intends by this Release to settle with and release only Releasee and does
not intend this Release, .or any parthereof 6r any other aspect of the settlement or the
releases, to extend to, t6 release or otherwise to affect in any way any rights that the
Releasor has or may have-against any: othier party orentity whatsoever, other than
Releasee. For the: avoxdance of doubt, this Release-or any part hereof or any Gther aspect
of the settlement or the releases, does not extend-to, releasé or otherwise.afféct inany
way-any rights. that the Releasor has or may have ‘against Tradition (North America) Inc.
(“Tradition™), Capital Financial Partnets, Itic., (“CFP®), and any of the parents,
subsidiaries, divisions, groups, affiliatesand partnershlps of either Tradition or.CFP,
including, without limitation, any of their mbpecuve: past.or current officers, directofs,
employegs, or agents. The previous sentence is notintended to affect the. apphcabxhty or
non-apphcabxhty of Mass. G.L.c. 231B § 4.

Releasor hereby waives the provisions.of California Civil Code Section 1542, which
provides: “A general refease-does not extend to claims which the creditor-does not know:
or suspect to exist in his or her favor atthe time of executing the refease, which if known
by hiin-or:ler must have materially affected his-or het settlement with the debtor.” This:
provision shall not be.deemed:to turn a specific release into a.general release.

The Releasor represents and warrants that the released claims have:not been sold,
assigned or hypothecated, in whole.or-in part.



EXHIBIT 2

FLECTION BY ATTORNEY GENERAL TO PARTICIPATE
INSETTLEMENT WITH GEFCMS.

The Attorney General of hereby elects to pammpate in the Settiement
Agreement- Among the Attorneys General of the States and Commoenwealths of Aiabama,
Colorado, Connecticut, the District of. Columbia, Florida, Idakio, Hlinois, lowa, Kansas, :
Marvland Massachusetts, thmgan, Missourt, Montana, Nevada, New Jersey, New York, Narth
Carolina, Ohio, Oregon,. Pennsylvama, South Carolina, Tennessee, Texds-and Wisconsin and

GEFCMS; dated December 23, 2011 (Settlement. Ag,reement) as-a Participating Attorney
General.




