to comply with applicable Law and which information retention shall be for rccordkeeping
purposes only and not for any other use, and (iv) any portions of the Confidential Information
that have been disclosed to the public other than through a breach of this Agteement or any other
substantially similar confidentiality agreement, or by a third party that, to the Recipient’s
knowledge, was not under an obligation of nondisclosure to the Disclosing Party.

8. Acknowledeements.

(a)  The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or rcgulations that prohibit the
purchase and sale of securitics by persons, including individuals, who possess certain material
nonpublic information. However, nothing contained herein shall constitute solely by virtue of
entering into this Agreement an admission that any Confidential Information does or does not
contain material non-public information concerning the Company, its affiliates or any other
issuer of sccurities.

(b)y  Each Disclosing Parly acknowledges and agrees that any Recipient may
maintain or establish an information-blocking device or “Ethical Wall” (an “Ethical Wall™)
between its employees who receive the Confidential Information and its other employees. In
order to preserve such Ethical Wall, if established (and without limiting the generality of the
other provisions of this Agreement), such Recipient agrees that none of the Recipient’s
Representatives who receive Confidential Information or otherwisc participate in discussions
with a Disclosing Party with respect o the Possible Transaction (such Representatives, the
“Designated Represcntatives™) or the Company shall disclose Confidential Information to any
Representative of the Recipient who is not a Designated Representative, provided that (i) under
no circumstance shall the Company be required to assess the existence or cffectiveness of any
such Ethical Wall and (ii) all Representatives of the Reccipient who are Designated
Representatives shall comply with the terms of this Agreement, including, for the aveidance of
doubt, Section 4 (Permitted Disclosures).

9, General Knowledge Acknowledgement. Subject to Section 1 and Section 6, the
Company acknowledges and agrees that the Creditor or its Representatives may invest in or have
general knowledge with respect to the industry in which the Company operates, the use of which
is not intended to be limited by this Agreement.

10, Legal Liability and Remedies. The Parties acknowledge that money damages may
not be a sufficient remedy for any breach of this Agreement and that the Parties shall be entitled
1o seek, in addition to all other remedies, specific performance and injunctive or other equitable
relief as a remedy for any such breach or threatened breach to thc cxtent permitted by law.
Unless otherwise expressly provided in this Agreement, in the cvent that such equitable relief is
granted, such remedy or remedies shall not be deemed to be the exclusive remedy or remedies
for breach of this Agreement but shall be in addition to all other remedies available at law or
equity. The Parties agree not to resist such application for relief on the basis that the Disclosing
Party or thc Recipient, as applicable, has an adequate remedy at law and agrees to waive any
requirement for securing or posting any bond in connection with such remedy.
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11.  Termination. Unless the term of this Agreement is extended in writing by the
Parties, this Agreement and the restrictions imposed on the Recipients and its Representatives by
this Agreement shall terminate 12 months from the date hereof, provided that the obligations set
forth by Section 3 (Litigation and Admissibility), Sections 7 (Return or Destruction of
Documents), 8 (Acknowledgments), 9 (General Knowledge Acknowledgement), 10 (Legal
Liability and Remedies), and 12-21 shall survive the termination of this Agreement.

12, Notices. All notices or demands given or made by onc Party to another relating to
this Agreement shall be in writing and either personally served or sent by registered or certified
mail, postage paid, return receipt requested, overnight delivery service, or by electronic mail
transmission with a copy by first-class mail, and shall be deemed given for purposes of this
Agreement on the earlier of the date of actual receipt or three days afier the deposit thercof in the
mail. Unless a different or additional addresses for subsequent notices is specified in a notice
sent or delivered in accordance with this Section, such notices or demands shall be sent as
follows; provided that any notices to the Creditor shall also be delivered to the mailing addresses
and email addresses listed on the Creditor’s signature page:

If to PREPA:

Richard J. Cooper, Esqg.

Sean A. O’Neal, Esq.

Cleary Gottlieb Steen & Hamilton LLP
One Liberty Plaza

New York, NY 10006
reocoper{@cgsh.com

soneal@cgsh.com

-and-

Pucrto Rico Elcctric Power Authority
Attention: Office of the General Counsel
P.O. Box 364267

San Juan, Puerto Rico 00936-4267

If to the Creditor:

Mitchell A. Seider, Esq.
Paul E. Harner, Esq.

Adam I. Goldberg, Esq.
Latham & Watkins LLP
885 Third Avenue

New York, NY 10022-4834
mitchell.seider@lw.com
paul.hamer@lw.com
adam.goldberg@lw.com

13. Choice of Law. This Agreement (i) is for the beneflit of the Parlies and (ii} is
governed by the laws of the Commonwealth of Puerto Rico. Any suit action or proceeding

8
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brought exclusively in connection with this Agreement shall be brought in the Court of First
Instance for the Commonwealth of Puerto Rico, San Juan, and the Parties hereby irrevocably
consent to the exclusive jurisdiction of such courts, agree not to commence any suit, action, or
proceeding relating thereto except in such courts, and waive, to the fullest extent permitted by
law, the right to move to dismiss or transfer any suit, action or proccedings brought in such court
on the basis of any objections as to venue or inconvenient forum or on the basis of any objection
to personal jurisdiction, The Parties waive, to the fullest extent permitted by law, any right to
trial by jury.

14.  Conflicts of Interest and Disqualification. = The receipt of Confidential
[nformation, in and of itself, in accordance with this Agreement shall not create a confiict of
interest so as to require the disqualification of, or in any other respect precludes, any counsel or
advisor of the Company, the Ad Hoc Group, the Creditor, or any other person that it represents
or may represent in any matter whatsoever. It is agreed that the Company shall not seek
disqualification of counsel or any advisor to the Ad Hoc Group or the Creditor, including,
without limitation, Latham and Perella, from testifying or from examining or cross-examining
the Company or its Representatives who testify at any proceeding solely because of the receipt of
Confidential Information in accordance with this Agrecement. Each Party understands and
acknowledges that it has the right to retain separate counsel to advise it on conflict of interest and
disqualification issues relating o this Agreement.

15, Entire Agreement. This Agreement constitutes thce entirc agreement, and
supersedes any prior agreements, including any deemed agreements, between the Parties
regarding the subject matter hereof.

16.  Interpretation; Headings. The term “person” as used in this Agreement shall be
broadly interpreted to include, without Hmitation, any individual, corporation, company,
partnership or other entity, including the Commonwealth of Puerto Rico and any of its
instrumentalities. The headings set forth in this Agreement are included solely for the purpose of
identification and shall not be used for the purposc of construing the meaning of the provisions
of this Agreement.

17.  Severability. If any portion of this Agreement shall be declared invalid or
uncnforccable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and effect.

18.  Counterparts. This Agreement may be signed in one or more counterparts
(including by means of facsimile or PDF signature pages), each of which need not contain the
signature of all Parties hereto, and all of such counterparts taken together shall constitute a single
agreement,

19. Amendment; Waiver. This Agreement shall not be amended, modified or waived
excepl by a separate written agreement signed by each of the Partics. No course of dealing
between the Parties shall be deemed to modify or amend any provision of this Agreement, and
no delay by the Parties in the exercise (or partial exercise) of each of their rights and remedies
shall operate as a waiver thercof.
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20.  No Implied Agreement. The Partics understand and agree that this Agreement is
not intended to, and does not, constitute an agreement that either Party will consent to any
Possiblc Transaction or take any other steps, including, without limitation, preparation or filing
of any documents with respect to any related transaction invelving the Company. The Parties
further understand and agree that each Party reserves the right, in its sole discrction, to reject any
and all proposals made by the other Party or any of its Representatives with regard to the
Possible Transaction or any other transaction between the Parties, and to terminaie discussions
and negotiations at any time.

21.  Reservation of Rights. Nothing contained herein or otherwise shall operate to
restrict, inhibit, limit or prohibit any Party or its designecs from exercising any right or remedy
available to it while the discussions contemplated by this Agreement are pending. Nothing in this
Agreement shall be construed as a waiver of a Party’s right under applicablc law or contract, and
ali such rights and remedies are hercby rescrved.

[Signature pages follow]

off

10
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N WITNESS WHEREOQF, each Party has executed this Agreement as of August 13, 2014.
PUERTO RICO EL]:CT;[C POWER AUTHORITY

By:

Name‘y JM*‘I ?ﬁ[t e
Title: X \f-eq,rff ve bwl Y‘ij

11
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MARATHON ASSET MANAGEMENT, LP,
solely on behalf of certain of its affiliated [unds and
managed accounts

By: (A gv/\,

Name: _Au;)reug?i&\wwﬁ’t
e Auied Syl
-/

Notice address:

M""“ﬂ_ﬂa 4'&33_ ﬂﬂ
| B RaanT ALK 3THh i

NINY, o0 34
AW" 'D_gu\t-e] f“‘k

-and-

Mitchell A. Seider, Esq.
Paul E. Harner, Fsq.

Adam J. Goldberg, Esq.
Latham & Watkins LLP
885 Third Avenue

New York, NY 10022-4834
mitchell.seider@lw.com
paul.hatner@lw.com
adam.goldberg@iw.com

12
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WHEREAS, reference is made to that certain Confidentiality Agreement Dated August
13, 2014 By And Among The Puerto Rico Electric Power Authority and Marathon asset
Management, L.P. {the “Agreement™). Ilach capitalized term used but not defined herein shall
have the meaning given to it in the Agreement,

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an External Representative of [e]
(the “Creditor”) and desires to obtain Confidential Information to advise and assist the Crediter
in evaluating the Possible Transaction.

NOW, THEREFORE, the undersigned agrees that by executing this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement, and has the
same rights under the Agreement as the Creditor, and agrees to keep the Confidential
Information confidential in the same manner and to the same extent as the Creditor, as set forth
in the Agreement.

By: Date:

Title:

Company:
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EXECUTION VERSION

CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agreement”) is made as of March 3, 2015 (the
“Effective Date) by and between: (i) the Puerto Rico Electric Power Authority (the “Company”)
and (ii) Marathon Asset Management LP (the “Creditor”). For purposes of this Agreement, the
Company and the Creditor are referred to, individually, each as a “Party,” and collectively, as the
“Parties.” As used herein, the term “Recipient” shall mean either Party to the extent it receives
Confidential Information (as defined below) of the other Party.

WHEREAS, reference is made to (i) that certain lawsuit styled as Franklin California
Tax-Free Trust et al. v. The Commonwealth of Puerto Rico et al., Case No. 14-1518 (D. P.R.)
(such lawsuit, together with any appeals thereof, the “Franklin Litigation™), (ii) that certain
lawsuit styled as BlueMountain Capital Management, LLC v. Garcia-Padilla, in his official
capacity as Governor of the Commonwealth of Puerto Rico et al, Case No. 14-1569 (D. P.R.)
(such lawsuit, together with any appeals thereof, the “BlueMountain Litigation”, and collectively
with the Franklin Litigation, the “Existing Litigation”), and (iii) any future or existing lawsuit
against the Company, any “Commonwealth Entity,” or any “enumerated entity” (as such terms
are defined and understood in the Puerto Rico Public Corporation Debt Enforcement and
Recovery Act (Law No. 71-2014) (the “Recovery Act”)) arising out of, or related to, the
Recovery Act or the same facts and circumstances alleged in the Existing Litigation (the “Future
Litigation,” and with the Existing Litigation, the “Litigation”), whether or not commenced by the
Creditor.

WHEREAS, the Company and certain holders of power revenue bonds issued by the
Company pursuant to that certain Trust Agreement by and between the Company and State
Street Bank and Trust Company, N.A. as of January 1, 1974 (as amended), entered into that
certain Forbearance Agreement, dated as of August 14, 2014 (as it may be amended from time to
time, the “Forbearance Agreement”).

WHEREAS, the Parties desire to engage in discussions (including without limitation, the
contents, timing, and status thereof, to the extent constituting Confidential Information, the
“Discussions”) and exchange information about the Company’s financial condition and a
potential consensual restructuring of the Company’s outstanding debt obligations (collectively,
the “Possible Transaction™), and each Party may provide to the other Party certain Confidential
Information (such providing entity, a “Disclosing Party,” and collectively, the “Disclosing
Parties™).

NOW THEREFORE, in consideration of the covenants and conditions set forth in this
Agreement and the Recipient’s receipt of Confidential Information, it is agreed as follows:

1. Confidentiality of the Confidential Information, Including But Not Limited to the
Discussions. As a condition to a Party engaging in the Discussions regarding a Possible
Transaction and/or a Recipient receiving any Confidential Information from another Party, such
Party and/or Recipient agrees (i) to use all Confidential Information solely for purposes of a
Possible Transaction and evaluating a Possible Transaction and to not use it, directly or
indirectly, for any other purpose, including but not limited to in the Litigation or any other legal
proceeding, it being understood that a purchase or sale of the Company’s or other securities that
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is not in violation of the applicable Federal securities laws shall not be deemed a use of the
Confidential Information in violation of the provisions of this Section 1; (ii) to not refer to or
otherwise disclose, directly or indirectly, the Discussions in any Litigation or other legal
proceeding; (iii) to treat as confidential any Confidential Information, including without
limitation the Discussions, that is furnished by or on behalf of any Disclosing Party to such
Recipient or its Representatives (as defined below) cxcept as permitted hereunder and undertake
commcrcially reasonable precautions to safeguard and protect the confidentiality of the
Confidential Information commensurate with those such Recipient employs for the protection of
corresponding sensitive information of its own; and (iv) not to disclose, in any manncr
whatsoever, directly or indirectly, in whole or in part, such Confidential Information, except as is
permitted hercunder.

2 Confidential Information.

(a) The term “Confidential Information™ shall mean the documents sct forth on Exhibit A,
and such other documents, il any, as are consented to in writing by Kramer Levin Naftalis &
IFrankel LI.P and the Company. Notwithstanding the forcgoing, Confidential Information also
includes this Agreement, the existence of and Discussions related to this Agreement, the
Discussions, any Possible Transaction itsclf, the nature, existence, substance, status, and terms of
any Discussions or ncgotiations that have taken placc or are taking place between the Company
and the Creditor concerning the Company and a Possible Transaction, and any information
disclosed by the Company or its Representatives to the Creditor pursuant to Section 5(e). The
term “Confidential Information™ does not include information which: (i) is, was or becomes
available to the public other than as a result of a disclosure by the Recipient or any of its
Representatives in violation of this Agreement; (ii) was or is independently developed by the
Recipient or its Representatives without using Confidential Information; (iii) was or becomes
available to the Recipient or any of its Representatives on a non-confidential basis from a source
other than the Disclosing Party and that is not subject to an agreement of confidentiality with the
Disclosing Party; (iv) was already in the posscssion of the Recipient or its Representatives prior
to the date of this Agreement on a non-confidential basis; (v) is dctermined by a court of
competent jurisdiction not to be Confidential Information; or (vi)} is agreed in writing by the
Disclosing Party not to be subject to a confidentiality restriction. In addition, the term “Internal
Representatives™ shall mean a Party’s or a Party’s affiliate and its or its affiliates’ managers,
directors, officers, members, partners, associates, or employecs; the tcrm “External
Representatives” shall mean a Party’s or its affiliates’ attorneys, subcontractors, consultants,
accountants, auditors, advisors, agents, rcpresentatives, co-investors or potential financing
sources; the term “Representatives” shall mean Internal Representatives and External
Representatives, as applicable; and in regards to the Company, the term “affiliates” shall include
the Commonwealth of Pucrto Rico (the “Commonwealth”) and the Government Development
Bank for Puerto Rico.

(b)  The Creditor acknowledges that the Company and certain advisors of the Creditor
have exccuted a confidentiality agrcement relating to the exchange of non-public information
between such parties and that certain non-public information disclosed to such advisors may not
be disclosed to the Creditor without prior written consent of the Company.

(c) Nothing in this Agreement shall require the Creditor to receive Confidential
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Information.

3. Litigation and Admissibility. Recipient shall not refer to, disclose or use, directly
or indirectly, in the Litigation or any other legal proceedings (other than a legal proceeding to
enforce this Agreement) the Discussions or any other Conlidential Information provided by a
Disclosing Party or its Representatives. Furthermore, Confidential Information received by
Recipient from a Disclosing Party or its Representatives shall not be admissible in the Litigation
or any other legal procceding. Rccipient agrees that the Discussions and all other Confidential
Information provided by a Disclosing Party or its Represcntatives are in the nature of settlement
Discussions that shall not be admissible for any purpose, including but not limited to pursuant to
Rule 408 of the Federal Rules of Evidence (or any state or Commonwealth law equivalent).
None of the Parties shall seck to causc any other party or directly cooperate with any other party
in its efforts to admit in the Litigation or any other legal proceeding the Discussions or any other
Confidential Information received by Recipient from a Disclosing Party or its Representatives.
Nothing contained herein shall limit (i) any rights of the Creditor or its Representatives to obtain
discovery through judicial or other process of any information relating to the Company and to
introduce the same as evidence in any proceeding, provided that the Recipient is not disclosing
Confidential Information reccived under this Agreement (but excluding any Confidential
Information that is obtained through a discovery proccss) in violation of this Agreement, (ii) the
Company’s right to object to such discovery or introduction or its right to scck to have any such
Confidential Information introduced under scal, or (iii) the rights of any Recipient and ils
Representatives to object to the sealing of such information.

4, Permitted Disclosures.

Notwithstanding anything to the contrary in this Agreement, the Recipient may disclose
the Discussions or any other Confidential Information: (i) with the prior written consent of the
Disclosing Party; (i) to any of the Recipient’s Internal Representatives who have a need to know
of the Discussions or any other Confidential Information, for the purpose of a Possible
Transaction, who are advised, prior to receipt of such information, by the Recipient of the
cxistence of this Agreement and have agreed or are under an obligation not to disclose the
Discussions or any other Confidential Information; (iii) to any of the Recipicnt’s External
Representatives who have a need to know of the Discussions or any other Confidential
Information, for the purpose of a Possible Transaction, who have executed and deliverced to the
Disclosing Party, prior to receipt of such information, a joinder to this Agreement, substantially
in the form attached hereto as Addendum A; or (iv)} in the event that the Rccipient or its
Represcntatives are requested or required by law, rule, regulation or governmental, regulatory or
sell-regulatory body (including by deposition, interrogatory, request for documents, subpoena,
civil investigative demand, legal, regulatory or similar process) (collectively, “Law™) to disclose
all or any portion of the Discussions or Confidential Information; provided that the Recipient
shall, with respect to a request made under this Section 4(iv) of this Agreement, to the extent
practicable and permitted by applicable Law, promptly notify the Disclosing Party of such
request so that the Disclosing Party, at the Disclosing Party’s sole cost and expense, may
intervene to takc legally available steps to resist or narrow such request, including the Disclosing
Party’s efforts to seek a protective order or other appropriate remedy. In addition, each
Recipient and its Representatives agree that they will not oppose, and, to the extent requested by
the Disclosing Party and at the Disclosing Party’s sole cost and expense, will use commercially
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reasonable efforts to cooperate with the Disclosing Party with regard to any reasonable action by
the Disclosing Party fo obtain an appropriate protective order or other reliable assurance that
confidential treatment will be accorded to the Discussions and any other Confidential
Information or to resist or narrow the request or requirement for information. Each Recipient
shall be liable for the breach of this Agreement by any of its Representatives to which it
discloses the Discussions or any other Confidential Information. For the avoidance of doubt, the
Recipient may disclose this Agreement to its Representatives for the purpose of obtaining
acknowledgements as provided for in clauses (ii) and (iit) of this Section 4.

§i Disclosute of Confidential Information.

(a)  For purposes of this Agreement, “Disclosurc Daie™ mcans the earlier of (i) March
31, 2015 at 11:59 p.m., which date may be extendcd by written consent of the Creditor and cach
other creditor who has executed a substantially similar agreement, and (ii) one (1) business day
afler termination or expiration of the Forbearance Agrcement (as such termination or expiration
may be extended or amended in accordance with the terms of the Forbearance Agrcement),
provided, however, if the Company makes a public announcement describing the terms of the
Company’s proposal, or any portion thercof, for a debt restructuring that does not have the prior
written consent of the holders of two-thirds of the Bonds subject to the Forbearance Agreement,
the Disclosure Date shall be one (1) business day after the date of such public announcement.

(b)  On or beforc the Disclosure Date, the Company shall issue a press releasc making
publicly available the portions of the Confidential Information disclosed by the Company and/or
its Representatives to the Creditor through the period ending on the Disclosure Date, to the
extent not theretofore publicly disclosed, which would reasonably be expected to be material to
an investor making an investment decision with respect to the purchasc or sale of the Company’s
securities (such information, “Disclosed Information™. For the avoidance of any doubt,
Disclosed Information will not include any information provided to Creditor’s Representatives
on a basis that could not be shared with Creditor, as described in Scction 2(b) of this Agreement.

(d)  In the event that the Company shall fail to disclose the Discloscd Information on
or before the Disclosure Datc pursuant to the terms set forth herein, the Creditor may seek
specific performance of the Company’s obligations hereunder, or in the alternative the Creditor
is authorized to disclose and makc generally available to the public through the issuance of a
press release or similar form of public communication such Disclosed Information (the “Creditor
Disclosure Right”); provided, however, that prior to exercising its Creditor Disclosure Right, the
Recipicnt shall provide the Company with (i) written noticc (the “Notice of Insufficiency
Objection”) of its breach or failure to disclose the Disclosure Information pursuant to this
Section 5, which notice shall include a description of the Disclosure Information the Creditor
intends to disclose and (ii) at least two (2) days’ notice of its intention to make such disclosure in
order to permit the Company to make such disclosures (the “Cure Time”). During the Cure
Time, the Company and the Creditor and its Representatives shall aftcmpt in good faith to
resolve the Creditor’s objection. If the Company does not fully disclose all such Disclosure
Information by the Cure Time, the Creditor may, in its sole discretion, disclose and make
gencrally available to the public through the issuance of a press release or similar form of public
communication such Disclosed Information at any time after the Cure Time. The Company

PFB 001351



further agrees and acknowledges that the Recipient will not violate any confidentiality terms
hereof as a result of making public Confidential Information pursuant to this Section 5.

(e) Prior to a Termination Event (as defined in the Forbearance Agreement), and for
so long as the Forbearance Agreement remains in effect, to the extent that the Creditor in good
faith seeks Confidential Information with respect to (i) a determination whether a basis exits for
delivery of a Withdrawal Notice (as defined in the Forbearance Agreement), or a decision of
whether to provide a Withdrawal Notice, or (i) a determination whether a basis exists for a
Termination Event, or a decision to exercise a Termination Event, the Company will provide
such Confidential Information to Creditor to the extent reasonably necessary, alter good faith
consultation with its Representatives, to make such determination or decision, with the
understanding that such Confidential Information shall be made public to the extent necessary
under Section 5 of this Agreement.

6. No Representation or Warranty. The Recipient acknowledges and agrees that
none of the Disclosing Party nor its Representatives is making any representation or warranty,
express or implied, as to the accuracy or completeness of the Confidential Information, and none
of the Disclosing Party nor its Representatives, nor any of their respective officers, directors,
employees, representatives, stockholders, owners, affiliates, advisors or agents, will have any
liability to the Recipient or any other person resulting from the use of Confidential Information
by the Recipient or any of its Representatives.

7. Return or Destruction of Documents. Upon the Disclosing Party’s written request
upon or after ten (10) business days following the Disclosure Date, each Recipient shall
promptly return or, at Recipient’s sole election, destroy all written Confidential Information
without rctaining, in whole or in part, any copics, extracts or other reproductions (whatever the
form or storage medium) of such materials, and, if requested by the Disclosing Party, the
Recipient shall confirm the destruction of such materials in writing to the Disclosing Party.
Notwithstanding thc foregoing sentence, cach Recipient may retain: (i) that portion of the
Confidential Information that is memorialized in notes, analyses, compilations, studies,
interpretations or other documents prepared by the Recipient or any of its advisors, (ii) copics of
Confidential Information in databases or automatic electronic back-up systems in accordance
with internal record-keeping policies and procedures implemented by the Recipient, (iii)
Confidential Information necessary to be retained, as deemed by the Recipicnt, to comply with
applicable legal or regulatory requirements and its internal docwment retention policies and
which information retention shall be for recordkeeping purposes only and not for any other use,
and (iv) any portions of the Confidential Information that have been disclosed to the public other
than through a breach of this Agrcement by such Recipient or any other substantially similar
confidentiality agreement, or by a third party that, to the Recipient’s knowledge, was not under
an obligation of nondisclosure to the Disclosing Party.

8. Acknowledgements.

(a) The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or rcgulations that prohibit the
purchase and sale ol securities by persons, including individuals, who possess ccrtain material
nonpublic information.
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(b)  Each Disclosing Party acknowledges and agrees that thc Recipient may
maintain or establish an information-blocking device or “Ethical Wall” (an “Ethical Wall™)
between its employees who receive the Conlidential Information and its other employees.

g Legal Liability and Remedies. The Parties acknowledge that money damages
may not be a sufficient remedy for any brcach of this Agreement and that the Parties shall be
entitled to seek, in addition Lo all other remedies, specific performance and injunctive or other
equitablc relief as a remedy for any such breach or threatened breach to the extent permitted by
law. Unless otherwise expressly provided in this Agreement, in the event that such equitable
relief is granted, such remedy or remcdies shall not be deemed to be thc exclusive remedy or
remedies for breach of this Agreement but shali be in addition to all other remedies available at
law or equity. ‘I'he Parties agrce not to resist such application for relief on the basis that the
Disclosing Party or the Recipient, as applicable, has an adequate remedy at law and agrees to
waive any requirement for securing or posting any bond in connection with such remedy.

Without limiting the forcgoing, in the event of a public disclosure by a Party or its
Representatives constituting a breach of this Agreement (such Party or its Representative, a
“Breaching Party™), if the other Party (the “Notifying Party”) determines reasonably and in good
faith that it is necessary to correct (or render not materially misleading) the disclosures of the
Breaching Party, the Notifying Party shall so notify the Breaching Party of such breach and
propose a disclosure to correct (or render not materially misleading) the Breaching Pariy’s
disclosure, Upon such notification by the Notifying Party, the Breaching Party shall have no
fewer than three (3) days to correct the public disclosure giving rise to the breach. If the
Breaching Party has not corrected the public disclosure giving rise to the breach within such
three (3) day period, the Notifying Party shall be entitled to make such public disclosurc as it
dctermines reasonably and good faith, following consultation with counsel, is necessary to
correct (or render not materially misleading) the disclosure by the Breaching Party in breach of
this Agreement. Any Party making a public disclosure pursuant to this provision shall be liable
for a breach of this Agreement to the cxtent such public disclosure discloses any information
beyond what it has determined reasonably and in good faith is nccessary to correct (or render
not materially mislcading) any prior disclosure by the Breaching Party. No disclosure made
pursuant to this paragraph shall relieve a Breaching Party of liability for its breach of this
Agreement.

10.  Termination, Unless the term of this Agreement is extended in writing by the
Parties, this Agrecment and the restrictions imposed on the Recipient and its Representatives by
this Agreement shall terminate twelve (12) months [rom the date hereof, provided that the
obligations set forth by Section 3 (Litigation and Admissibilily), Sections 7 (Refurn or
Destruction of Documents), 8 (Acknowledgments), 9 (Legal Liability and Remedies), and 11-18
shall survive the termination of this Agrecment.

11.  Choice of Law. This Agreement (i) is for the benefit of the Parties and (it) is
governcd by the laws of the Commonwealth. Any suit, action or proceeding brought in
connection with this Agrecment shall be brought in the Court of First Instance for the
Commonwealth, San Juan, or the United States District Court for the District of Puerto Rico
sitting in San Juan and the Parties hereby irrcvocably consent (o the exclusive jurisdiction of
such courts, agree not to commence any suit, action, or proceeding relating thereto except in such
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courts, and waive, to the fullest extent permitted by law, the right to move to dismiss or transfer
any suit, action or proceedings brought in such court on the basis of any objections as to venue or
inconvenient forum or on the basis of any objection to personal jurisdiction, The Partics waive,
to the fullest extent permitted by law, any right to trial by jury.

12. Entire Agreement. This Agreement constitutes the entire agreement, and
supersedes any prior agrecments, including any deemed agreements, between the Parties
regarding the subject matter hercof.

13.  Interpretation; Headings. The term “person” as used in this Agreement shall be
broadly interpreted to include, without limitation, any individual, corporation, company,
partnership or other entity. The hcadings set forth in this Agreement are included solely for the
purpose of identification and shall not be used for the purpose of construing the meaning of the
provisions of this Agreement.

14.  Scverability. If any portion of this Agreement shall be declared invalid or
uncnforceable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and elfect.

15.  Counterparts. This Agreement may be signed in one or morc counterparts
(including by means of facsimile or PDI' signaturc pages), each of which need not contain the
signature of all Parties hereto, and all of such counterpaits taken together shall constitute a single
agreement.

6.  Amendment; Waiver. This Agreement shall not be amended, modified or waived
cxcept by a scparate written agreement signed by each of the Parties. No course of dealing
between the Partics shall be decmed to modify or amend any provision of this Agreement, and
no delay by the Parties in the exercise (or partial exercisc) of each of their rights and remedies
shall operate as a waiver thereol.

17.  No Implied Agreement. The Parties understand and agree that this Apreement is
not intended to, and does not, constitutec an agreement that either Party will consent to any
Possible Transaction or take any other steps, including, without limitation, the preparation or
filing of any documents with respcct to any related transaction involving the Company. The
Parties further understand and agree that each Party reserves the right, in its sole discretion, to
rcject any and all proposals made by the other Party or any of its Representatives with regard to
the Possible Transaction or any other ftransaction bctween the Parties, and to fterminate
Discussions and negotiations at any time.

18.  Reservation of Rights. Nothing contained herein or otherwise shall operate to
restrict, inhibit, limit or prohibit any Party or its dcsignees from exercising any right or remedy
available to it while the Discussions contecmplated by this Agreement are pending. Nothing in
this Agreement shall be construed as a waiver of a Party’s right under applicable law or contract,
and all such rights and remedies are hereby reserved.

[Signature pages follow]
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IN WITNESS WHEREQF, each Party has executed this Agrecment as of the date and year first

written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

Name¢: Juan F, Alicea Flores

Tifle: Executive Director
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IN WITNESS WHEREOI, cach Party has exccuted this Agreement as of the date and year first
written above.
PULERTO RICO ELECTRIC POWER AUTHORITY

By:

Name:

Title:

I»3y: J?W

Name: bouus anov er

Title: G- Managing ﬂﬁner/g/zfj;mfhor# OMQ/]
Mxm#onu %Se’f Ménﬂ&ﬂmf{' LP
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EXHIBIT A

Confidential Information

The information included in that certain presentation entitled “Confidential Information
for Restricted PREPA Power Revenue Bondholders”, dated as of March 4, 2015, that was
delivered on March 4, 2015 by Millstein & Co., on behalf of the Puerto Rico Electric
Authority (the “Authority”), to Kramer Levin Naftalis & Frankel LLP and Houlihan
Lokey Capital, Inc., in their capacity as advisors to the certain power revenue bondholders
that executed confidentiality agreements with the Authority.
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WHEREAS, reference is made to that certain Confidentiality Agreement Dated March 3,
2015 By And Among The Puerto Rico Electric Power Authority and Marathon Asset
Management LP (the “Agreement”). Each capitalized term used but not defined herein shall
have the meaning given to it in the Agreement.

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an External Representative of [e]
(the “Recipient”) and desires to obtain Confidential Information to advise and assist the
Recipient in evaluating the Possible Transaction.

NOW, THEREFORE, the undersigned agrees that by executing this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement and agrees to
keep the Confidential Information confidential in the same manner and to the same extent as the
Recipient, as set forth in the Agreement.

By: Date:

Title:

Company:
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Execution version

CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agreement”) is made as of June I, 2015 (the
“Effective Date™) by and between: (i) the Puerto Rico Electric Power Authority (the “Company™)
and (ii) Marathon Asset Management LP (the “Creditor”). For purposes of this Agreement, the
Company and the Creditor are referred to, individually, each as a “Party,” and collectively, as the
“Parties.” As used herein, the term “Recipient” shall mean either Party to the extent it receives
Confidential Information (as defined below) of the other Party.

WHEREAS, reference is made to (i) that certain lawsuit styled as Franklin California
Tax-Free Trust et al. v. The Commonwealth of Puerto Rico et al., Case No. 14-1518 (D. PR)
(such lawsuit, together with any appeals thercof, the “Franklin Litigation™), (ii) that certain
lawsuit styled as BlueMountain Capital Management, LLC v. Garcia-Padilla, in his official
capacity as Governor of the Commonwealth of Puerto Rico et al, Case No. 14-1569 (D. P.R)
(such lawsuit, together with any appeals thereof, the “BlueMountain Litigation”, and collectively
with the Franklin Litigation, the “Existing Litigation™), and (iii) any future or existing lawsuit
against the Company, any “Commonwealth Entity,” or any “enumerated entity” (as such terms
are defined and understood in the Puerto Rico Public Corporation Debt Enforcement and
Recovery Act (Law No. 71-2014) (the “Recovery Act”)) arising out of, or related to, the
Recovery Act or the same facts and circumstances alleged in the Existing Litigation (the “Future
Litigation,” and with the Existing Litigation, the “Litigation”), whether or not commenced by the
Creditor.

WHEREAS, the Company and certain holders of power revenue bonds issued by the
Company pursuant to that certain Trust Agreement by and between the Company and State
Street Bank and Trust Company, N.A. as of January 1, 1974 (as amended), entered into that
certain Forbearance Agreement, dated as of August 14, 2014 (as it may be amended from time to
time, the “Forbearance Agreement”).

WHEREAS, the Parties desire to engage in discussions (including without limitation, the
contents, timing, and status thereof, to the extent constituting Confidential Information, the
“Discussions”) and exchange information about the Company’s financial condition and a
potential consensual restructuring of the Company’s outstanding debt obligations (collectively,
the “Possible Transaction™), and each Party may provide to the other Party certain Confidential
Information (such providing entity, a “Disclosing Party,” and collectively, the “Disclosing
Parties™).

NOW THEREFORE, in consideration of the covenants and conditions set forth in this
Agreement and the Recipient’s receipt of Confidential Information, it is agreed as follows:

1. Confidentiality of the Confidential Information, Including But Not Limited to the
Discussions. As a condition to a Recipient engaging in the Discussions regarding a Possible
Transaction and receiving any Confidential Information from another Party, Recipient agrees (i)
to use all Confidential Information solely for purposes of a Possible Transaction and evaluating a
Possible Transaction and to not use it, directly or indirectly, for any other purpose, including but
not limited to in the Litigation or any other legal proceeding, it being understood that a purchase
or sale of the Company’s or other securities that is not in violation of the applicable Federal
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securities laws shall not be deemed a use of the Confidential Information in violation of the
provisions of this Section 1; (ii) to not refer to or otherwise disclose, directly or indirectly, the
Discussions in any Litigation or other legal proceeding; (iii) to treat as confidential any
Confidential Information, including without limitation the Discussions, that is furnished by or on
behalf of any Disclosing Party to such Recipient or its Representatives (as defined below) except
as permitted hereunder and undertake commercially reasonable precautions to safeguard and
protect the confidentiality of the Confidential Information commensurate with those such
Recipient employs for the protection of corresponding sensitive information of its own; and
(iv) not to disclose, in any manner whatsoever, directly or indirectly, in whole or in part, such
Confidential Information, except as is permitted hereunder.

2. Confidential Information.

(a) The term “Confidential Information” shall mean the documents described on Exhibit
A, and such other documents, if any, as are consented to in writing by Kramer Levin Naftalis &
Frankel LLP and the Company, and the terms and conditions of the recovery plan proposed by
the Company prior to the Disclosure Date. Notwithstanding the foregoing, Confidential
Information also includes the nature, substance, status, and terms of any Discussions or
negotiations that have taken place or are taking place between the Company and the Creditor
concerning the Company and a Possible Transaction, and any information disclosed by the
Company or its Representatives to the Creditor pursuant to Section 5 (d). The term “Confidential
Information” does not include information which: (i) is, was or becomes available to the public
other than as a result of a disclosure by the Recipient or any of its Representatives in violation of
this Agreement; (ii) was or is independently developed by the Recipient or its Representatives
without using Confidential Information; (iii) was or becomes available to the Recipient or any of
its Representatives on a non-confidential basis from a source other than the Disclosing Party and
that is not subject to an agreement of confidentiality with the Disclosing Party; (iv) was already
in the possession of the Recipient or its Representatives prior to the date of this Agreement on a
non-confidential basis; (v) is determined by a court of competent jurisdiction not to be
Confidential Information; or (vi) is agreed in writing by the Disclosing Party not to be subject to
a confidentiality restriction. In addition, the term “Internal Representatives” shall mean a Party’s
or a Party’s affiliate and its or its affiliates’ managers, directors, officers, members, partners,
associates, or employees; the term “External Representatives” shall mean a Party’s or its
affiliates’ attorneys, subcontractors, consultants, accountants, auditors, advisors, agents,
representatives, co-investors or potential financing sources; the term “Representatives” shall
mean Internal Representatives and External Representatives, as applicable; and in regards to the
Company, the term “affiliates” shall include the Commonwealth of Puerto Rico (the
“Commonwealth”) and the Government Development Bank for Puerto Rico.

(b) The Creditor acknowledges that the Company and certain advisors of the Creditor
have executed a confidentiality agreement relating to the exchange of non-public information
between such parties and that certain non-public information disclosed to such advisors may not
be disclosed to the Creditor without prior written consent of the Company.

(c) Nothing in this Agreement shall require the Creditor to receive Confidential
Information.
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3. Litigation and Admissibility. Recipient shall not refer to, disclose or use, directly
or indirectly, in the Litigation or any other legal proceedings (other than a legal proceeding to
enforce this Agreement) the Discussions or any other Confidential Information provided by a
Disclosing Party or its Representatives. Furthermore, Confidential Information received by
Recipient from a Disclosing Party or its Representatives shall not be admissible in the Litigation
or any other legal proceeding. Recipient agrees that the Discussions and all other Confidential
Information provided by a Disclosing Party or its Representatives are in the nature of settlement
Discussions that shall not be admissible for any purpose, including but not limited to pursuant to
Rule 408 of the Federal Rules of Evidence (or any state or Commonwealth law equivalent).
None of the Parties shall seck to cause any other party or directly cooperate with any other party
in its efforts to admit in the Litigation or any other legal proceeding the Discussions or any other
Confidential Information received by Recipient from a Disclosing Party or its Representatives.
Nothing contained herein shall limit (i) any rights of the Creditor or its Representatives to obtain
discovery through judicial or other process of any information relating to the Company and to
introduce the same as evidence in any proceeding, provided that the Recipient is not disclosing
Confidential Information received under this Agreement (but excluding any Confidential
Information that is obtained through a discovery process) in violation of this Agreement, (ii) the
Company’s right to object to such discovery or introduction or its right to seek to have any such
Confidential Information introduced under seal, or (iii) the rights of any Recipient and its
Representatives to object to the sealing of such information.

4. Permitted Disclosures.

Notwithstanding anything to the contrary in this Agreement, the Recipient may disclose the
Discussions or any other Confidential Information: (i) with the prior written consent of the
Disclosing Party; (ii) to any of the Recipient’s Internal Representatives who have a need to know
of the Discussions or any other Confidential Information, for the purpose of a Possible
Transaction, who are advised, prior to receipt of such information, by the Recipient of the
existence of this Agreement and have agreed or are under an obligation not to disclose the
Discussions or any other Confidential Information; (iii) to any of the Recipient’s External
Representatives who have a need to know of the Discussions or any other Confidential
Information, for the purpose of a Possible Transaction, who have executed and delivered to the
Disclosing Party, prior to receipt of such information, a joinder to this Agreement, substantially
in the form attached hercto as Addendum A; or (iv) in the event that the Recipient or its
Representatives are requested or required by law, rule, regulation or governmental, regulatory or
self-regulatory body (including by deposition, interrogatory, request for documents, subpoena,
civil investigative demand, legal, regulatory or similar process) (collectively, “Law™) to disclose
all or any portion of the Discussions or Confidential Information; provided that the Recipient
shall, with respect to a request made under this Section 4(iv) of this Agreement, to the extent
practicable and permitted by applicable Law, promptly notify the Disclosing Party of such
request so that the Disclosing Party, at the Disclosing Party’s sole cost and expense, may
intervene to take legally available steps to resist or narrow such request, including the Disclosing
Party’s efforts to seek a protective order or other appropriate remedy. In addition, each
Recipient and its Representatives agree that they will not oppose, and, to the extent requested by
the Disclosing Party and at the Disclosing Party’s sole cost and expense, will use commercially
reasonable efforts to cooperate with the Disclosing Party with regard to any reasonable action by
the Disclosing Party to obtain an appropriate protective order or other reliable assurance that
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confidential treatment will be accorded to the Discussions and any other Confidential
Information or to resist or narrow the request or requirement for information. In addition, the
Creditor may disclose the Discussions or any other Confidential Information it received from the
Company to Assured Guaranty Corp., Assured Guaranty Municipal Corp., National Public
Finance Guarantee Corporation and their respective advisors which have executed a
confidentiality agreement (the “Other NDA Parties”) with the Company for so long as such
Other NDA Parties are engaged in discussions with the Company concerning a Possible
Transaction subject to such confidentiality agreement, and, with the prior written consent of the
Company, to any other person that is engaged in discussions with the Company concerning a
Possible Transaction subject to a confidentiality agreement concerning the Discussions or any
other Confidential Information on substantially the same terms as this Agreement. Each
Recipient shall be liable for the breach of this Agreement by any of its Representatives to which
it discloses the Discussions or any other Confidential Information. For the avoidance of doubt,
the Recipient may disclose this Agreement to its Representatives for the purpose of obtaining
acknowledgements as provided for in clauses (ii) and (iii) of this Section 4.

5. Disclosure of Confidential Information.

(a) For purposes of this Agreement, “Disclosure Date” means July 1, 2015 at 10:00
a.m., which date may be extended by written consent of the Creditor and each other creditor who
has executed a substantially similar agreement.

/

(b) On or before the Disclosure Date, the Company shall issue a press release making
publicly available the Cleansing Material (as defined herein). “Cleansing Material” means,
collectively, the following: (i) the fact that negotiations between the Company and third parties
concerning a Possible Transaction have taken place; (ii) whether such negotiations are or are not
continuing; (iii) that the Company or its Representatives has provided the Creditor with
Confidential Information; (iv) if an agreement has been reached concerning the material terms of
a Possible Transaction, a description of such terms; (v) if an agreement has not been reached
concerning the material terms of a Transaction, the last term sheet or similar document or verbal
transmission, or summary thereof (a “Proposal”) by each of the Company, the Creditor, and any
Representatives of the foregoing parties; (vi) whether (and to what extent) the Company will
make the principal and interest payments on the power revenue bonds scheduled for July 1,
2015; and (vii) any other portions of the Confidential Information disclosed by the Company
and/or its Representatives to the Creditor through the period ending on the Disclosure Date, to
the extent not theretofore publicly disclosed, which would reasonably be expected to be material
to an investor making an investment decision with respect to the purchase or sale of the
Company’s securities. For the avoidance of any doubt, Cleansing Material will not include any
information provided to Creditor’s Representatives on a basis that could not be shared with
Creditor, as described in Section 2(b) of this Agreement.

(c) In the event that the Company shall fail to disclose any portion of Cleansing
Material on or before the Disclosure Date pursuant to the terms set forth herein, the Creditor may
seek specific performance of the Company’s obligations hereunder, or in the alternative the
Creditor is authorized to disclose and make generally available to the public through the issuance
of a press release or similar form of public communication such Cleansing Material (the
“Creditor Disclosure Right”); provided, however, that prior to exercising its Creditor Disclosure

PFB 001362



Right, the Recipient shall provide the Company with (i) written notice (the “Notice of
Insufficiency Objection”) of its breach or failure to disclose the Cleansing Material pursuant to
this Section 5, which notice shall include a description of the Cleansing Material the Creditor
intends to disclose and (ii) at least two (2) days’ notice of its intention to make such disclosure in
order to permit the Company to make such disclosures (the “Cure Time”). During the Cure
Time, the Company and the Creditor and its Representatives shall attempt in good faith to
resolve the Creditor’s objection. If the Company does not fully disclose all such Cleansing
Material by the Cure Time, the Creditor may, in its sole discretion, disclose and make generally
available to the public through the issuance of a press release or similar form of public
communication such Cleansing Material at any time after the Cure Time. The Company further
agrees and acknowledges that the Recipient will not violate any confidentiality terms hereof as a
result of making public Confidential Information pursuant to this Section 5.

(d) Prior to a Termination Event (as defined in the Forbearance Agreement), and for
so long as the Forbearance Agreement remains in effect, to the extent that the Creditor in good
faith seeks Confidential Information with respect to (i) a determination whether a basis exits for
delivery of a Withdrawal Notice (as defined in the Forbearance Agreement), or a decision of
whether to provide a Withdrawal Notice, or (ii) a determination whether a basis exists for a
Termination Event, or a decision to exercise a Termination Event, the Company will provide
such Confidential Information to Creditor to the extent reasonably necessary, after good faith
consultation with its Representatives, to make such determination or decision, with the
understanding that such Confidential Information shall be made public to the extent necessary
under Section 5 of this Agreement.

6. No Representation or Warranty. The Recipient acknowledges and agrees that
none of the Disclosing Party nor its Representatives is making any representation or warranty,
express or implied, as to the accuracy or completeness of the Confidential Information, and none
of the Disclosing Party nor its Representatives, nor any of their respective officers, directors,
employees, representatives, stockholders, owners, affiliates, advisors or agents, will have any
liability to the Recipient or any other person resulting from the use of Confidential Information
by the Recipient or any of its Representatives.

7. Return or Destruction of Documents. Upon the Disclosing Party’s written request
upon or after ten (10) business days following the Disclosure Date, each Recipient shall
promptly return or, at Recipient’s sole election, destroy all written Confidential Information
without retaining, in whole or in part, any copies, extracts or other reproductions (whatever the
form or storage medium) of such materials, and, if requested by the Disclosing Party, the
Recipient shall confirm the destruction of such materials in writing to the Disclosing Party.
Notwithstanding the foregoing sentence, cach Recipient may retain: (i) that portion of the
Confidential Information that is memorialized in notes, analyses, compilations, studies,
interpretations or other documents prepared by the Recipient or any of its advisors, (ii) copies of
Confidential Information in databases or automatic electronic back-up systems in accordance
with internal record-keeping policies and procedures implemented by the Recipient, (iii)
Confidential Information necessary to be retained, as deemed by the Recipient, to comply with
applicable legal or regulatory requirements and its internal document retention policies and
which information retention shall be for recordkeeping purposes only and not for any other use,
and (iv) any portions of the Confidential Information that have been disclosed to the public other
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than through a breach of this Agreement by such Recipient or any other substantially similar
confidentiality agreement, or by a third party that, to the Recipient’s knowledge, was not under
an obligation of nondisclosure to the Disclosing Party.

8. Acknowledgements.

(2) The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or regulations that prohibit the
purchase and sale of securities by persons, including individuals, who possess certain material
nonpublic information.

(b) Each Disclosing Party acknowledges and agrees that the Recipient may
maintain or establish an information-blocking device or “Ethical Wall” between its employees
who receive the Confidential Information and its other employees.

9. Legal Liability and Remedies. The Parties acknowledge that money damages
may not be a sufficient remedy for any breach of this Agreement and that the Parties shall be
entitled to seek, in addition to all other remedies, specific performance and injunctive or other
equitable relief as a remedy for any such breach or threatened breach to the extent permitted by
law. Unless otherwise expressly provided in this Agreement, in the event that such equitable
relief is granted, such remedy or remedies shall not be deemed to be the exclusive remedy or
remedies for breach of this Agreement but shall be in addition to all other remedies available at
law or equity. The Parties agree not to resist such application for relief on the basis that the
Disclosing Party or the Recipient, as applicable, has an adequate remedy at law and agrees to
waive any requirement for securing or posting any bond in connection with such remedy.

Without limiting the foregoing, in the event of a public disclosure by a Party or its
Representatives constituting a breach of this Agreement (such Party or its Representative, a
“Breaching Party”), if the other Party (the “Notifying Party”) determines reasonably and in good
faith that it is necessary to correct (or render not materially misleading) the disclosures of the
Breaching Party, the Notifying Party shall so notify the Breaching Party of such breach and
propose a disclosure to correct (or render not materially misleading) the Breaching Party’s
disclosure. Upon such notification by the Notifying Party, the Breaching Party shall have no
fewer than three (3) days to correct the public disclosure giving rise to the breach. If the
Breaching Party has not corrected the public disclosure giving rise to the breach within such
three (3) day period, the Notifying Party shall be entitled to make such public disclosure as it
determines reasonably and good faith, following consultation with counsel, is necessary to
correct (or render not materially misleading) the disclosure by the Breaching Party in breach of
this Agreement. Any Party making a public disclosure pursuant to this provision shall be liable
for a breach of this Agreement to the extent such public disclosure discloses any information
beyond what it has determined reasonably and in good faith is necessary to correct (or render
not materially misleading) any prior disclosure by the Breaching Party. No disclosure made
pursuant to this paragraph shall relieve a Breaching Party of liability for its breach of this
Agreement.

10.  Termination. Unless the term of this Agreement is extended in writing by the
Parties, this Agreement and the restrictions imposed on the Recipient and its Representatives by
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this Agreement shall terminate twelve (12) months from the date hereof, provided that the
obligations set forth by Section 3 (Litigation and Admissibility), Sections 7 (Return or
Destruction of Documents), 8 (Acknowledgments), 9 (Legal Liability and Remedies), and 11-18
shall survive the termination of this Agreement.

11. Choice of Law. This Agreement (i) is for the benefit of the Parties and (ii) is
governed by the laws of the Commonwealth. Any suit, action or proceeding brought in
connection with this Agreement shall be brought in the Court of First Instance for the
Commonwealth, San Juan, or the United States District Court for the District of Puerto Rico
sitting in San Juan and the Parties hereby irrevocably consent to the exclusive jurisdiction of
such courts, agree not to commence any suit, action, or proceeding relating thereto except in such
courts, and waive, to the fullest extent permitted by law, the right to move to dismiss or transfer
any suit, action or proceedings brought in such court on the basis of any objections as to venue or
inconvenient forum or on the basis of any objection to personal jurisdiction. The Parties waive,
to the fullest extent permitted by law, any right to trial by jury.

12, Entire Agreement. This Agreement constitutes the entire agreement, and
supersedes any prior agreements, including any deemed agreements, between the Parties
regarding the subject matter hereof.

13. Interpretation; Headings. The term “person” as used in this Agreement shall be
broadly interpreted to include, without limitation, any individual, corporation, company,
partnership or other entity. The headings set forth in this Agreement are included solely for the
purpose of identification and shall not be used for the purpose of construing the meaning of the
provisions of this Agreement.

14. Severability. If any portion of this Agreement shall be declared invalid or
unenforceable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and effect.

15. Counterparts. This Agreement may be signed in one or more counterparts
(including by means of facsimile or PDF signature pages), each of which need not contain the
signature of all Parties hereto, and all of such counterparts taken together shall constitute a single
agreement.

16. Amendment; Waiver. This Agreement shall not be amended, modified or waived
except by a separate written agreement signed by each of the Parties. No course of dealing
between the Parties shall be deemed to modify or amend any provision of this Agreement, and
no delay by the Parties in the exercise (or partial exercise) of each of their rights and remedies
shall operate as a waiver thereof.

17. " No Implied Agreement. The Parties understand and agree that this Agreement is
not intended to, and does not, constitute an agreement that either Party will consent to any
Possible Transaction or take any other steps, including, without limitation, the preparation or
filing of any documents with respect to any related transaction involving the Company. The
Parties further understand and agree that each Party reserves the right, in its sole discretion, to
reject any and all proposals made by the other Party or any of its Representatives with regard to
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the Possible Transaction or any other transaction between the Parties, and to terminate
Discussions and negotiations at any time.,

18. Reservation of Rights. Nothing contained herein or otherwise shall operate to
restrict, inhibit, limit or prohibit any Party or its designees from exercising any right or remedy
available to it while the Discussions contemplated by this Agreement are pending. Nothing in
this Agreement shall be construed as a waiver of a Party’s right under applicable law or contract,
and all such rights and remedies are hereby reserved.

[Signature pages follow]
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IN WITNESS WHEREOF, each Party has executed this Agreement as of the date and year first
written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

%m/\

}kun&// Juan F. 1cea Flores

Title: Xecutive Director
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MARATHON ASSET MANAGEMENT, LP,
solely on behalf of certain of its affiliated funds and

managed ?eecsmts
By: /- [ ; (/;r"""

Name: Pétee F  CopPA-
Title:  AuTHoRiz¢p 8!4»#%#3
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EXHIBIT A

Confidential Information
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WHEREAS, reference is made to that certain Confidentiality Agreement Dated June I,
2015 By And Among The Puerto Rico Electric Power Authority and Marathon Asset
Management LP (the “Agreement”). Each capitalized term used but not defined herein shall
have the meaning given to it in the Agreement.

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an External Representative of [*]
(the “Recipient”) and desires to obtain Confidential Information to advise and assist the

Recipient in evaluating the Possible Transaction.

NOW, THEREFORE, the undersigned agrees that by executing this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement and agrees to
keep the Confidential Information confidential in the same manner and to the same extent as the
Recipient, as set forth in the Agreement.

By: Date:

Title:

Company:
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AMENDMENT NO. 1 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 1, dated as of June 30, 2015 (the “Amendment”), to the
Confidentiality Agreement, dated as of June 1, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, including by this Amendment, the “Agreement”), is
entered into by and between: (i) the Puerto Rico Electric Power Authority (the “Company”) and
(if) Marathon Asset Management, LP (the “Creditor”).

This Amendment amends the Agreement as follows:

1. Section 5(a) is amended to replace the phrase “July 1, 2015 at 10:00 a.m.” with
“July 22, 2015 at 11:59 p.m.”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]

PFB 001371



Accepted and agreed as of the date first written above.

PUERTO RICHOW UTHORITY
By:

Name:(ézféﬁ I%Q]é/% 1/,0
Title: % 5@4141// )%'

C

PFB 001372



Marathon Asset Management, LP,

solely on behalf of certain of its affiliated funds and

managed ac(cmjts
o f U

Name: PGI?’—-F Coport
Title: AV THe#RED g/!n:ﬂ"t‘/-l
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Execution Version

CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agreement”) is made as of August 18, 2015 (the
“Effective Date”) by and between: (i) the Puerto Rico Electric Power Authority (the “Company”)
and (ii) Marathon Asset Management, LP (the “Creditor”). For purposes of this Agreement, the
Company and the Creditor are referred to, individually, each as a “Party,” and collectively, as the
“Parties.” As used herein, the term “Recipient” shall mean either Party to the extent it receives
Confidential Information (as defined below) of the other Party.

WHEREAS, reference is made to (i) that certain lawsuit styled as Franklin California
Tax-Free Trust et al. v. The Commonwealth of Puerto Rico et al., Case No. 14-1518 (D. P.R.)
(such lawsuit, together with any appeals thereof, the “Franklin Litigation™), (ii) that certain
lawsuit styled as BlueMountain Capital Management, LLC v. Garcia-Padilla, in his official
capacity as Governor of the Commonwealth of Puerto Rico et al, Case No. 14-1569 (D. P.R.)
(such lawsuit, together with any appeals thereof, the “BlueMountain Litigation”, and collectively
with the Franklin Litigation, the “Existing Litigation™), and (iii) any future or existing lawsuit
against the Company, any “Commonwealth Entity,” or any “enumerated entity” (as such terms
are defined and understood in the Puerto Rico Public Corporation Debt Enforcement and
Recovery Act (Law No. 71-2014) (the “Recovery Act”)) arising out of, or related to, the
Recovery Act or the same facts and circumstances alleged in the Existing Litigation (the “Future
Litigation,” and with the Existing Litigation, the “Litigation”), whether or not commenced by the
Creditor.

WHEREAS, the Company and certain holders of power revenue bonds issued by the
Company pursuant to that certain Trust Agreement by and between the Company and State
Street Bank and Trust Company, N.A. as of January 1, 1974 (as amended), entered into that
certain Forbearance Agreement, dated as of August 14, 2014 (as it may be amended from time to
time, the “Forbearance Agreement”).

WHEREAS, the Parties desire to engage in discussions (including without limitation, the
contents, timing, and status thereof, to the extent constituting Confidential Information, the
“Discussions”) and exchange information about the Company’s financial condition and a
potential consensual restructuring of the Company’s outstanding debt obligations (collectively,
the “Possible Transaction™), and each Party may provide to the other Party certain Confidential
Information (such providing entity, a “Disclosing Party,” and collectively, the “Disclosing
Parties”).

NOW THEREFORE, in consideration of the covenants and conditions set forth in this
Agreement and the Recipient’s receipt of Confidential Information, it is agreed as follows:

1. Confidentiality of the Confidential Information, Including But Not Limited to the
Discussions. As a condition to a Recipient engaging in the Discussions regarding a Possible
Transaction and receiving any Confidential Information from another Party, Recipient agrees (i)
to use all Confidential Information solely for purposes of a Possible Transaction and evaluating a
Possible Transaction and to not use it, directly or indirectly, for any other purpose, including but
not limited to in the Litigation or any other legal proceeding, it being understood that a purchase
or sale of the Company’s or other securities that is not in violation of the applicable Federal
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securities laws shall not be deemed a use of the Confidential Information in violation of the
provisions of this Section 1; (ii) to not refer to or otherwise disclose, directly or indirectly, the
Discussions in any Litigation or other legal proceeding; (iii) to treat as confidential any
Confidential Information, including without limitation the Discussions, that is furnished by or on
behalf of any Disclosing Party to such Recipient or its Representatives (as defined below) except
as permitted hereunder and undertake commercially reasonable precautions to safeguard and
protect the confidentiality of the Confidential Information commensurate with those such
Recipient employs for the protection of corresponding sensitive information of its own; and
(iv) not to disclose, in any manner whatsoever, directly or indirectly, in whole or in part, such
Confidential Information, except as is permitted hereunder.

2. Confidential Information.

(@) The term “Confidential Information” shall mean the documents described on Exhibit
A, and such other documents, if any, as are consented to in writing by Kramer Levin Naftalis &
Frankel LLP and the Company, and the terms and conditions of the recovery plan proposed by
the Company prior to the Disclosure Date. Notwithstanding the foregoing, Confidential
Information also includes the nature, substance, status, and terms of any Discussions or
negotiations that have taken place or are taking place between the Company and the Creditor
concerning the Company and a Possible Transaction, and any information disclosed by the
Company or its Representatives to the Creditor pursuant to Section 5(d). The term “Confidential
Information” does not include information which: (i) is, was or becomes available to the public
other than as a result of a disclosure by the Recipient or any of its Representatives in violation of
this Agreement; (ii) was or is independently developed by the Recipient or its Representatives
without using Confidential Information; (iii) was or becomes available to the Recipient or any of
its Representatives on a non-confidential basis from a source other than the Disclosing Party and
that is not subject to an agreement of confidentiality with the Disclosing Party; (iv) was already
in the possession of the Recipient or its Representatives prior to the date of this Agreement on a
non-confidential basis; (v) is determined by a court of competent jurisdiction not to be
Confidential Information; or (vi) is agreed in writing by the Disclosing Party not to be subject to
a confidentiality restriction. In addition, the term “Internal Representatives” shall mean a Party’s
or a Party’s affiliate and its or its affiliates’ managers, directors, officers, members, partners,
associates, or employees; the term “External Representatives” shall mean a Party’s or its
affiliates’ attorneys, subcontractors, consultants, accountants, auditors, advisors, agents,
representatives, co-investors or potential financing sources; the term “Representatives” shall
mean Internal Representatives and External Representatives, as applicable; and in regards to the
Company, the term “affiliates” shall include the Commonwealth of Puerto Rico (the
“Commonwealth™) and the Government Development Bank for Puerto Rico.

(b) The Creditor acknowledges that the Company and certain advisors of the Creditor
have executed a confidentiality agreement relating to the exchange of non-public information
between such parties and that certain non-public information disclosed to such advisors may not
be disclosed to the Creditor without prior written consent of the Company.

(©) Nothing in this Agreement shall require the Creditor to receive Confidential
Information.
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3. Litigation and Admissibility. Recipient shall not refer to, disclose or use, directly
or indirectly, in the Litigation or any other legal proceedings (other than a legal proceeding to
enforce this Agreement) the Discussions or any other Confidential Information provided by a
Disclosing Party or its Representatives. Furthermore, Confidential Information received by
Recipient from a Disclosing Party or its Representatives shall not be admissible in the Litigation
or any other legal proceeding. Recipient agrees that the Discussions and all other Confidential
Information provided by a Disclosing Party or its Representatives are in the nature of settlement
Discussions that shall not be admissible for any purpose, including but not limited to pursuant to
Rule 408 of the Federal Rules of Evidence (or any state or Commonwealth law equivalent).
None of the Parties shall seek to cause any other party or directly cooperate with any other party
in its efforts to admit in the Litigation or any other legal proceeding the Discussions or any other
Confidential Information received by Recipient from a Disclosing Party or its Representatives.
Nothing contained herein shall limit (i) any rights of the Creditor or its Representatives to obtain
discovery through judicial or other process of any information relating to the Company and to
introduce the same as evidence in any proceeding, provided that the Recipient is not disclosing
Confidential Information received under this Agreement (but excluding any Confidential
Information that is obtained through a discovery process) in violation of this Agreement, (ii) the
Company’s right to object to such discovery or introduction or its right to seek to have any such
Confidential Information introduced under seal, or (iii) the rights of any Recipient and its
Representatives to object to the sealing of such information.

4. Permitted Disclosures.

Notwithstanding anything to the contrary in this Agreement, the Recipient may disclose the
Discussions or any other Confidential Information: (i) with the prior written consent of the
Disclosing Party; (ii) to any of the Recipient’s Internal Representatives who have a need to know
of the Discussions or any other Confidential Information, for the purpose of a Possible
Transaction, who are advised, prior to receipt of such information, by the Recipient of the
existence of this Agreement and have agreed or are under an obligation not to disclose the
Discussions or any other Confidential Information; (iii) to any of the Recipient’s External
Representatives who have a need to know of the Discussions or any other Confidential
Information, for the purpose of a Possible Transaction, who have executed and delivered to the
Disclosing Party, prior to receipt of such information, a joinder to this Agreement, substantially
in the form attached hereto as Addendum A; or (iv) in the event that the Recipient or its
Representatives are requested or required by law, rule, regulation or governmental, regulatory or
self-regulatory body (including by deposition, interrogatory, request for documents, subpoena,
civil investigative demand, legal, regulatory or similar process) (collectively, “Law”) to disclose
all or any portion of the Discussions or Confidential Information; provided that the Recipient
shall, with respect to a request made under this Section 4(iv) of this Agreement, to the extent
practicable and permitted by applicable Law, promptly notify the Disclosing Party of such
request so that the Disclosing Party, at the Disclosing Party’s sole cost and expense, may
intervene to take legally available steps to resist or narrow such request, including the Disclosing
Party’s efforts to seek a protective order or other appropriate remedy. In addition, each
Recipient and its Representatives agree that they will not oppose, and, to the extent requested by
the Disclosing Party and at the Disclosing Party’s sole cost and expense, will use commercially
reasonable efforts to cooperate with the Disclosing Party with regard to any reasonable action by
the Disclosing Party to obtain an appropriate protective order or other reliable assurance that

3
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confidential treatment will be accorded to the Discussions and any other Confidential
Information or to resist or narrow the request or requirement for information. In addition, the
Creditor may disclose the Discussions or any other Confidential Information it received from the
Company to Assured Guaranty Corp., Assured Guaranty Municipal Corp., National Public
Finance Guarantee Corporation and their respective advisors which have executed a
confidentiality agreement (the “Other NDA Parties”) with the Company for so long as such
Other NDA Parties are engaged in discussions with the Company concerning a Possible
Transaction subject to such confidentiality agreement, and, with the prior written consent of the
Company, to any other person that is engaged in discussions with the Company concerning a
Possible Transaction subject to a confidentiality agreement concerning the Discussions or any
other Confidential Information on substantially the same terms as this Agreement. Each
Recipient shall be liable for the breach of this Agreement by any of its Representatives to which
it discloses the Discussions or any other Confidential Information. For the avoidance of doubt,
the Recipient may disclose this Agreement to its Representatives for the purpose of obtaining
acknowledgements as provided for in clauses (ii) and (iii) of this Section 4.

5. Disclosure of Confidential Information.

@) For purposes of this Agreement, “Disclosure Date” means the earlier of (i) 11:59
p.m. on September 15, 2015, and (ii) (x) 8:00 a.m. on the day following the termination or
expiration of the Forbearance Agreement (as such termination or expiration may be extended or
amended in accordance with the terms of the Forbearance Agreement, provided that the Creditor
shall have agreed to any such extension or amendment), provided that any written notice (if such
notice is required under the Forbearance Agreement) of such termination shall have been
received by the Company by no later than 7:00 p.m. on the date of such termination or (y) 5:00
p.m. on the day following such termination if such notice is received by the Company after 7:00
p.m. on the date of such termination. The Disclosure Date may be extended by written consent
of the Creditor and each other creditor who has executed a substantially similar agreement.

(b) On or before the Disclosure Date, the Company shall issue a press release making
publicly available the Cleansing Material (as defined herein). *“Cleansing Material” means,
collectively, the following: (i) the fact that negotiations between the Company and third parties
concerning a Possible Transaction have taken place; (ii) whether such negotiations are or are not
continuing; (iii) that the Company or its Representatives has provided the Creditor with
Confidential Information; (iv) if an agreement has been reached concerning the material terms of
a Possible Transaction, a description of such terms; (v) if an agreement has not been reached
concerning the material terms of a Transaction, the last term sheet or similar document or verbal
transmission, or summary thereof (a “Proposal”) by each of the Company, the Creditor, and any
Representatives of the foregoing parties; and (vi) any other portions of the Confidential
Information disclosed by the Company and/or its Representatives to the Creditor through the
period ending on the Disclosure Date, to the extent not theretofore publicly disclosed, which
would reasonably be expected to be material to an investor making an investment decision with
respect to the purchase or sale of the Company’s securities. For the avoidance of any doubt,
Cleansing Material will not include any information provided to Creditor’s Representatives on a
basis that could not be shared with Creditor, as described in Section 2(b) of this Agreement.
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(© In the event that the Company shall fail to disclose any portion of Cleansing
Material on or before the Disclosure Date pursuant to the terms set forth herein, the Creditor may
seek specific performance of the Company’s obligations hereunder, or in the alternative the
Creditor is authorized to disclose and make generally available to the public through the issuance
of a press release or similar form of public communication such Cleansing Material (the
“Creditor Disclosure Right”); provided, however, that prior to exercising its Creditor Disclosure
Right, the Recipient shall provide the Company with (i) written notice (the “Notice of
Insufficiency Objection”) of its breach or failure to disclose the Cleansing Material pursuant to
this Section 5, which notice shall include a description of the Cleansing Material the Creditor
intends to disclose and (ii) at least two (2) days’ notice of its intention to make such disclosure in
order to permit the Company to make such disclosures (the “Cure Time”). During the Cure
Time, the Company and the Creditor and its Representatives shall attempt in good faith to
resolve the Creditor’s objection. If the Company does not fully disclose all such Cleansing
Material by the Cure Time, the Creditor may, in its sole discretion, disclose and make generally
available to the public through the issuance of a press release or similar form of public
communication such Cleansing Material at any time after the Cure Time. The Company further
agrees and acknowledges that the Recipient will not violate any confidentiality terms hereof as a
result of making public Confidential Information pursuant to this Section 5.

(d) Prior to a Termination Event (as defined in the Forbearance Agreement), and for
so long as the Forbearance Agreement remains in effect, to the extent that the Creditor in good
faith seeks Confidential Information with respect to (i) a determination whether a basis exists for
delivery of a Withdrawal Notice (as defined in the Forbearance Agreement), or a decision of
whether to provide a Withdrawal Notice, or (ii) a determination whether a basis exists for a
Termination Event, or a decision to exercise a Termination Event, the Company will provide
such Confidential Information to Creditor to the extent reasonably necessary, after good faith
consultation with its Representatives, to make such determination or decision, with the
understanding that such Confidential Information shall be made public to the extent necessary
under Section 5 of this Agreement.

6. No Representation or Warranty. The Recipient acknowledges and agrees that
none of the Disclosing Party nor its Representatives is making any representation or warranty,
express or implied, as to the accuracy or completeness of the Confidential Information, and none
of the Disclosing Party nor its Representatives, nor any of their respective officers, directors,
employees, representatives, stockholders, owners, affiliates, advisors or agents, will have any
liability to the Recipient or any other person resulting from the use of Confidential Information
by the Recipient or any of its Representatives.

7. Return or Destruction of Documents. Upon the Disclosing Party’s written request
upon or after ten (10) business days following the Disclosure Date, each Recipient shall
promptly return or, at Recipient’s sole election, destroy all written Confidential Information
without retaining, in whole or in part, any copies, extracts or other reproductions (whatever the
form or storage medium) of such materials, and, if requested by the Disclosing Party, the
Recipient shall confirm the destruction of such materials in writing to the Disclosing Party.
Notwithstanding the foregoing sentence, each Recipient may retain: (i) that portion of the
Confidential Information that is memorialized in notes, analyses, compilations, studies,
interpretations or other documents prepared by the Recipient or any of its advisors, (ii) copies of
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Confidential Information in databases or automatic electronic back-up systems in accordance
with internal record-keeping policies and procedures implemented by the Recipient, (iii)
Confidential Information necessary to be retained, as deemed by the Recipient, to comply with
applicable legal or regulatory requirements and its internal document retention policies and
which information retention shall be for recordkeeping purposes only and not for any other use,
and (iv) any portions of the Confidential Information that have been disclosed to the public other
than through a breach of this Agreement by such Recipient or any other substantially similar
confidentiality agreement, or by a third party that, to the Recipient’s knowledge, was not under
an obligation of nondisclosure to the Disclosing Party.

8. Acknowledgements.

€)] The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or regulations that prohibit the
purchase and sale of securities by persons, including individuals, who possess certain material
nonpublic information.

(b) Each Disclosing Party acknowledges and agrees that the Recipient may
maintain or establish an information-blocking device or “Ethical Wall” between its employees
who receive the Confidential Information and its other employees.

9. Legal Liability and Remedies. The Parties acknowledge that money damages
may not be a sufficient remedy for any breach of this Agreement and that the Parties shall be
entitled to seek, in addition to all other remedies, specific performance and injunctive or other
equitable relief as a remedy for any such breach or threatened breach to the extent permitted by
law. Unless otherwise expressly provided in this Agreement, in the event that such equitable
relief is granted, such remedy or remedies shall not be deemed to be the exclusive remedy or
remedies for breach of this Agreement but shall be in addition to all other remedies available at
law or equity. The Parties agree not to resist such application for relief on the basis that the
Disclosing Party or the Recipient, as applicable, has an adequate remedy at law and agrees to
waive any requirement for securing or posting any bond in connection with such remedy.

Without limiting the foregoing, in the event of a public disclosure by a Party or its
Representatives constituting a breach of this Agreement (such Party or its Representative, a
“Breaching Party”), if the other Party (the “Notifying Party”) determines reasonably and in good
faith that it is necessary to correct (or render not materially misleading) the disclosures of the
Breaching Party, the Notifying Party shall so notify the Breaching Party of such breach and
propose a disclosure to correct (or render not materially misleading) the Breaching Party’s
disclosure. Upon such notification by the Notifying Party, the Breaching Party shall have no
fewer than three (3) days to correct the public disclosure giving rise to the breach. If the
Breaching Party has not corrected the public disclosure giving rise to the breach within such
three (3) day period, the Notifying Party shall be entitled to make such public disclosure as it
determines reasonably and good faith, following consultation with counsel, is necessary to
correct (or render not materially misleading) the disclosure by the Breaching Party in breach of
this Agreement. Any Party making a public disclosure pursuant to this provision shall be liable
for a breach of this Agreement to the extent such public disclosure discloses any information
beyond what it has determined reasonably and in good faith is necessary to correct (or render
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not materially misleading) any prior disclosure by the Breaching Party. No disclosure made
pursuant to this paragraph shall relieve a Breaching Party of liability for its breach of this
Agreement.

10.  Termination. Unless the term of this Agreement is extended in writing by the
Parties, this Agreement and the restrictions imposed on the Recipient and its Representatives by
this Agreement shall terminate twelve (12) months from the date hereof, provided that the
obligations set forth by Section 3 (Litigation and Admissibility), Sections 7 (Return or
Destruction of Documents), 8 (Acknowledgments), 9 (Legal Liability and Remedies), and 11-18
shall survive the termination of this Agreement.

11.  Choice of Law. This Agreement (i) is for the benefit of the Parties and (ii) is
governed by the laws of the Commonwealth. Any suit, action or proceeding brought in
connection with this Agreement shall be brought in the Court of First Instance for the
Commonwealth, San Juan, or the United States District Court for the District of Puerto Rico
sitting in San Juan and the Parties hereby irrevocably consent to the exclusive jurisdiction of
such courts, agree not to commence any suit, action, or proceeding relating thereto except in such
courts, and waive, to the fullest extent permitted by law, the right to move to dismiss or transfer
any suit, action or proceedings brought in such court on the basis of any objections as to venue or
inconvenient forum or on the basis of any objection to personal jurisdiction. The Parties waive,
to the fullest extent permitted by law, any right to trial by jury.

12. Entire Agreement. This Agreement constitutes the entire agreement, and
supersedes any prior agreements, including any deemed agreements, between the Parties
regarding the subject matter hereof.

13. Interpretation; Headings. The term “person” as used in this Agreement shall be
broadly interpreted to include, without limitation, any individual, corporation, company,
partnership or other entity. The headings set forth in this Agreement are included solely for the
purpose of identification and shall not be used for the purpose of construing the meaning of the
provisions of this Agreement.

14.  Severability. If any portion of this Agreement shall be declared invalid or
unenforceable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and effect.

15.  Counterparts. This Agreement may be signed in one or more counterparts
(including by means of facsimile or PDF signature pages), each of which need not contain the
signature of all Parties hereto, and all of such counterparts taken together shall constitute a single
agreement.

16. Amendment; Waiver. This Agreement shall not be amended, modified or waived
except by a separate written agreement signed by each of the Parties. No course of dealing
between the Parties shall be deemed to modify or amend any provision of this Agreement, and
no delay by the Parties in the exercise (or partial exercise) of each of their rights and remedies
shall operate as a waiver thereof.
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17. No Implied Agreement. The Parties understand and agree that this Agreement is
not intended to, and does not, constitute an agreement that either Party will consent to any
Possible Transaction or take any other steps, including, without limitation, the preparation or
filing of any documents with respect to any related transaction involving the Company. The
Parties further understand and agree that each Party reserves the right, in its sole discretion, to
reject any and all proposals made by the other Party or any of its Representatives with regard to
the Possible Transaction or any other transaction between the Parties, and to terminate
Discussions and negotiations at any time.

18. Reservation of Rights. Nothing contained herein or otherwise shall operate to
restrict, inhibit, limit or prohibit any Party or its designees from exercising any right or remedy
available to it while the Discussions contemplated by this Agreement are pending. Nothing in
this Agreement shall be construed as a waiver of a Party’s right under applicable law or contract,
and all such rights and remedies are hereby reserved.

[Signature pages follow]
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IN WITNESS WHEREOF, each Party has executed this Agreement as of the date and year first
written above.

PUERTO RICO ELECTRIC POWER AUTHORI;_Y
By A S )

Name: JAVIER A. QUINTANA MENlé

Title: EXECUTIVE DIRECTOR

MARATHON
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Marathon Asset Management, LP

By:

Name:

Title:

PFB 001383



533]/: /ZW

Name: Lov anm/of = Maraﬂm Asm‘ /\&wjmnf' Lf

Title: A b or; oeep Sa« oj“arg.-
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EXHIBIT A

Confidential Information
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WHEREAS, reference is made to that certain Confidentiality Agreement Dated August
18, 2015 By And Among The Puerto Rico Electric Power Authority and Marathon Asset
Management, LP (the “Agreement”). Each capitalized term used but not defined herein shall
have the meaning given to it in the Agreement.

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an External Representative of
Marathon Asset Management, LP (the “Recipient”) and desires to obtain Confidential
Information to advise and assist the Recipient in evaluating the Possible Transaction.

NOW, THEREFORE, the undersigned agrees that by executing this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement and agrees to
keep the Confidential Information confidential in the same manner and to the same extent as the
Recipient, as set forth in the Agreement.

By: Date:

Title:

Company:
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AMENDMENT NO. 1 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 1, dated as of October 5, 2015 (the “Amendment No. 1”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management,
LP (the “Creditor”).

This Amendment No. 1 amends the Agreement as follows:

1. Section 5(a) is amended to replace the phrase “11:59 p.m. on September 15, 2015”
with “11:59 p.m. on October 15, 2015”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOF, this Amendment No. 1 has been duly executed as of the date first

written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

L4

By: P~ y ' {
As@,m/{/davier A. Quintana MépA'ez

Title: Executive Director A

NDA — Amendment No. I — Signature Page
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Marathon Asset Management, LP
By: P £ '7@” 4 —
Name: ferer  (aPAA
Title: AVIHRRCD L/ fﬂmsy

NDA — Amendment No. | — Signature Page
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EXECUTION VERSION

AMENDMENT NO. 2 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 2, dated as of October 15, 2015 (the “Amendment No. 2”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management,
LP (the “Creditor”).

This Amendment No. 2 amends the Agreement as follows:

1. Section 5(a) is amended to replace the phrase “11:59 p.m. on October 15, 2015” with
#8:00 p.m. on October 22, 2015”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOF, this Amendment No. 2 has been duly executed as of the date first

written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

By:

Name: Javier A. Quintana Méndez

Title: Executive Director

NDA — Amendment No. 2 — Signature Page
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MARATHON ASSET MANAGEMENT LP

By: @* L f éw-
Name: CETER €  (offi
Title: ASTHMZED S/(NA Ta.e},

NDA — Amendment No. 2 — Signature Page
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EXECUTION VERSION

AMENDMENT NO.3TO CONFIDENTIALITY AGREEMENT

This Amendment No. 3, dated as of October 22, 2015 (the “Amendment No. 3”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management,
LP (the “Creditor”).

This Amendment No. 3 amends the Agreement as follows:
1. Section 5(a) is amended to replace the phrase “8:00 p.m. on October 22, 2015” with
“8:00 p.m. on October 30, 2015”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOF, this Amendment No. 3 has been duly executed as of the date first
written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

By:

Name:

Title: .~ _

NDA — Amendment No. 3 — Signature Page
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MARATHON\ ASSET MANAGEMENT LP
By: e P ’7/ é;/fr-—

Name: _fe#t_ (. W’f’fx?

Title: _ATHoL(2ED S 'ro\\e/q

NDA — Amendment No. 3 — Signature Page
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EXECUTION VERSION

AMENDMENT NO. 4 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 4, dated as of October 30, 2015 (the ““Amendment No. 4”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management,
LP (the “Creditor™).

This Amendment No. 4 amends the Agreement as follows:

1. Section 5(a) is amended to replace the phrase “8:00 p.m. on October 30, 2015 with
“8:00 p.m. on November 3, 2015”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOF, this Amendment No. 4 has been duly executed as of the date first
written above.

PUERTO RICO ELECTRIC POWER AU;HORITY

By: W

NDA — Amendment No. 4 ~ Signature Page
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IN WITNESS WHEREOF, this Amendment No. 4 has been duly executed as of the date first
written above. -

MARATHON ASSET MANAGEMENT LP

7 e A F

Title: AoTHOR(ZED S(@u;}ﬂmy

NDA ~ Amendment No. 4 — Signature Page
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Execution Copy

AMENDMENT NO.5TO CONFIDENTIALITY AGREEMENT

This Amendment No. 5, dated as of November 3, 2015 (the “Amendment No. 5), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management LP
(the “Creditor™).

This Amendment No. 5 amends the Agreement as follows:

1. Section 5(a) is amended to replace the phrase “8:00 p.m. on November 3, 2015” with
“8:00 p.m. on November 5, 2015”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOF, this Amendment No. 5 has been duly executed as of the date first

written above.

BONDS NDA

PUERTO RICO ELECTRIC POWER AUTHORITY

By:

Javier A. Quintana Ménaez

Name:

. Executive Director
Title:

NDA — Amendment No. 5 - Signature Page
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MARATHON ASSET MANAGEMENT LP

By:
} Name: ‘@/% —

Title: __ Ao THo?(ZED S/wpfrbzdt/
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Execution Version

AMENDMENT NO. 6 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 6, dated as of December 7, 2015 (the “Amendment No. 6”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management LP
(the “Creditor™).

This Amendment No. 6 amends the Agreement as follows:
1. The first recital is hereby amended and restated in its entirety as follows:

“WHEREAS, the Company, the Creditor and certain other parties have entered into that
certain Restructuring Support Agreement, dated as of November 5, 2015 (as amended , restated,
extended, supplemented or otherwise modified and in effect from time to time, the “RSA”).”

2. Section 5(a) of the Agreement is hereby amended and restated in its entirety as
follows:

“For purposes of this Agreement, “Disclosure Date” means the earlier of (i) 8:00 p.m. on
December 11, 2015, and (ii) (x) 8:00 a.m. on the day following the termination or expiration of
the RSA as to the Creditor (as such termination or expiration may be extended or amended in
accordance with the terms of the RSA, provided that the Creditor shall have agreed to any such
extension or amendment), provided that any written notice (if such notice is required under the
RSA) of such termination shall have been received by the Company by no later than 7:00 p.m.
on the date of such termination or (y) 5:00 p.m. on the day following such termination if such
notice is received by the Company after 7:00 p.m. on the date of such termination; provided,
however, that the Company may publicly disclose any of its proposals relating to the Possible
Transaction at any time before December 11, 2015. The Disclosure Date may be extended by
written consent of the Creditor and each other creditor who has executed a substantially similar
agreement.”

3. Section 5(d) of the Agreement is hereby amended and restated in its entirety as
follows:

“Prior to a Termination Event (as defined in the RSA), and for so long as the RSA
remains in effect, to the extent that the Creditor in good faith seeks Confidential Information
with respect to (i) a determination whether a basis exists for a Withdrawal Event (as defined in
the RSA), or a decision whether to provide written notice of such Withdrawal Event, or (ii) a
determination whether a basis exists for a Termination Event, or a decision to exercise a
Termination Event, the Company will provide such Confidential Information to Creditor to the
extent reasonably necessary, after good faith consultation with its Representatives, to make such
determination or decision, with the understanding that such Confidential Information shall be
made public to the extent required under Section 5 of this Agreement.”

4. Section 10 of the Agreement is hereby amended to add the words “on December

31, 2016” immediately following the words “this agreement shall terminate” and in place of the
words (which are hereby deleted) “twelve (12) months from the date hereof.”
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Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment No. 6 may be executed in one or
more counterparts (including by means of facsimile or PDF signature pages), each of which need

not contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOF, this Amendment No. 6 has been duly executed as of the date first
written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

By:

N e Javier A. Quintana Mé'.dez

Title: Executive Director

NDA — Amendment No. 6 — Signature Page
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MARATHON ASSET MANAGEMENT LP
b PLFL,

Name: Perer F Copen

Title: _ AvTHot €N /4 rg.ymt/ 74

NDA — Amendment No. 6— Signature Page
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Execution Version

AMENDMENT NO. 7 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 7, dated as of December 11, 2015 (the “Amendment No. 7”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management LP
(the “Creditor™).

This Amendment No. 7 amends the Agreement as follows:

1. Section 5(a) is hereby amended to replace any references to “December 11, 2015”
with “December 17, 2015”.

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment No. 7 may be executed in one or
more counterparts (including by means of facsimile or PDF signature pages), each of which need
not contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREQF, this Amendment No. 7 has been duly executed as of the date first
written above.

PUERTO RICO ELECTRIC POWER AUTHORIT™

By:

Name: _

Title:

NDA — Amendment No. 7 — Signature Page
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MARATHON ASSET MANAGEMENT LP
By: i ( 'f({m-—

Name: Jerrn £ (ored

Title: %ﬁbi{?f{) fllémmy

NDA — Amendment No.7 — Signature Page
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Execution Version

AMENDMENT NO. 8 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 8, dated as of December 17, 2015 (the “Amendment No. 8”), to the
Confidentiality Agreement, dated as of August 18, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and between: (i) the
Puerto Rico Electric Power Authority (the “Company”) and (ii) Marathon Asset Management LP
(the “Creditor™).

This Amendment No. 8 amends the Agreement as follows:

1. Section 5(a) is hereby amended to replace any references to “December 17, 2015”
with “December 22, 2015”.

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment No. 8 may be executed in one or
more counterparts (including by means of facsimile or PDF signature pages), each of which need
not contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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IN WITNESS WHEREOQOF, this Amendment No. 8 has been duly executed as of the date first

written above.

PREPA BONDS

PUERTO RICO ELECTRIC POWER AUTHORITY

By: . _

Name: Javier A. Quintana Ménuez

Title: Executive Director

NDA — Amendment No. 8 - Signature Page
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MARATHON ASSET MANAGEMENT LP
By: ‘;.,)[ Féur-""

Name: péTEI- f 6PM

Title: _ AvTfoe(2¢h S/{ﬂt@y

NDA — Amendment No. 8 — Signature Page
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For Settlement Purposes Only
Subfeci to F.R.E. 408

CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agreement”) is made as of July 14, 2014 (the
“Effective Date™) by and among: (i) the Pucrto Rico Electric Power Authorily (the “Company™)
and (ii) National Public Finance Guarantee Corporation (“National”). For purposecs of this
Agreement, the Company and National are referred to, individually, as a “Party,” and
collectively, as the “Parties.” As used herein, the term “Recipient” shall mean either Party to the
extent il receives Confidential Information (as defined below) of the other Party.

WHEREAS, the Parties desire to engage in discussions about the Company’s financial
condition and a potential conscnsual restructuring of the Company’s outstanding debt obligations
(collectively, the “Possible Transaction”), and each Party may provide to the other Party certain
Confidential Information (such providing entity, a “Disclosing Party,” and collectively, the
“Disclosing Parties™).

NOW THEREFORE, in consideration of the covenants and conditions set forth in this
Agreement and the Recipicent’s receipt of Contidential Information, it is agreed as follows:

1. Confidentiality. As a condition to a Recipient receiving any Confidential
Information, such Recipient agrees (i) to use the Confidential Information solely for purposes of
a Possible Transaction, including, without limitation, for the purpose of evaluating the Possible
Transaction and to not use it, dircctly or indirectly, for any other purpose; (ii) to treat as
confidential any Confidential Information that is furnished by or on behalf of any Disclosing
Party to such Recipient or its Representatives (as defined below) on or alter the date of this
Agreement and undertakc commercially reasonable precautions to safeguard and protect the
confidentiality of the Confidential Information commensurate with those such Recipient employs
for the protection of corresponding sensitive information of its own; and (iii) not to disclose, in
any manner whatsoever, directly or indirectly, in wholc or in part, such Confidential Information,
except as is permitted hereunder.

2. Confidential Information. The term “Confidential Information” shall mean all
documents, information, discussions, and other material about the Disclosing Party, present or
future laws, regulations and proceedings applicablc to Disclosing Party or the Possible
Transaction that (a) is designated as “Confidential Information™ by the Disclosing Party, (b) is
furnished orally or in writing hereunder by a Disclosing Party to thc Recipient or its
Representatives on or after the date of this Agreement, and (c) is non-public, confidential, or
proprietary in nature, including, without limitation, non-public, conlidential, or proprietary
information related to accounting, financial matters, tax, legal and operational information
whether oral, written or electronic communications, and including confidential memoranda, and
presentations prepared by the Disclosing Party or any of such Disclosing Party’s affiliates and its
or its affiliates’ managers, directors, officers, members, partners, associates, or employees
(collectively, and as the samc may apply to a Disclosing Party or the Recipient, the “Internal
Representatives™) or such Disclosing Parly’s or its affiliates’ attorncys, subcontractors,
consultants, accountants, auditors, advisors, agents, representatives, co-investors or potential
financing sources (and as the same¢ may apply to the Disclosing Party or the Recipient,
collectively, the “Lxternal Representatives,” and, together with the Internal Representatives, the
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“Representatives™). In regards to the Company, the term “affiliates” shall include the
Government Development Bank for Puerto Rico. For the avoidance of doubt, Confidential
Information includes this Agrecment, the existence of and discussions related to this Agreement,
the Possiblc ‘Transaction itself, and the nature, existence, substance, status, and terms of any
discussions or negotiations that have taken place or are taking place between the Company and
any Recipient concerning the Company and the Possible Transaction. The term “Confidential
Information” does not include information which: (i) is, was or becomes available to the public
other than as a result of a disclosure by the Recipient or any of its Representatives in violation of
this Agreement; (ii) was or is independently developed by the Recipicnt or its Representatives
without using Confidential Information; (iii) is determined by a court of competent jurisdiction
not to be Confidential Information; or (iv) is agreed in writing by the Disclosing Party not to be
subject to a confidentiality restriction.

£ Permitted Disclosures.  Notwithstanding . anything to the confrary in this
Agreement, any Recipient may disclose any Confidential Information: (i) with the prior written
consent of the Disclosing Party; (ii) to any of the Recipient’s Internal Representatives who have
a need to know the Confidential Information, for the purpose of a Possible Transaction, who are
advised, prior to receipt of such Confidential Information, by the Recipient of the existence of
this Agreement and have agreed or are under an obligation not to disclose such Confidential
Information; (iii) to any of the Recipient’s Exiernal Representatives who have a need to know
the Confidential Information, for the purpose of a Possible Transaction, who have cxccuted and
delivered to the Disclosing Party, prior to receipt of such Confidential Information, a joinder to
this Agreement, substantially in the form attached hereto as Addendum A; or (iv) in the event
that the Recipient or its Representatives are requested or required by law, rule, regulation or
governmental, regulatory or self-regulatory body (including by deposition, interrogatory, request
for documents, subpocna, civil investigative demand, legal, regulatory or similar process)
(collectively, “Law”) to disclose all or any portion of the Conlidential Information; provided that
the Recipient shall, with respect to a request made under this Section 3(iv) of this Agrcement, to
the extent practicable and permitted by applicablc Law, promptly notify the Disclosing Party of
such request so that the Disclosing Party, at the Disclosing Party’s sole cost and expense, may
intervenc to take legally available steps to resist or narrow such request, including the Disclosing
Party’s efforts to seek a protective order or other appropriate remedy. In addition, cach
Recipient and its Representatives agree that they will not oppose, and, to the extent requested by
the Disclosing Party and at the Disclosing Party’s sole cost and expense, will use commercially
reasonable cfforts to cooperate with the Disclosing Party with regard to any reasonable action by
the Disclosing Parly to obtain an appropriate protective order or other rcliable assurance that
confidential treatment will be accorded to the Confidential Information or to resist or narrow the
request or requirement for information. Each Recipient shall be liable or the breach of this
Agreement by any of its Representatives to which it discloses Confidential Information. For the
avoidance of doubt, the Recipient may disclose this Agreement to its Representatives for the
purpose of oblaining acknowledgements as provided for in clauses (ii) and (iii} of this Section 3.
In addition, National may disclosc Confidential Information it receives from the Company to
Assurcd Guaranty Municipal Corp. (“Assured”) for so long as Assured is engaged in discussions
with the Company concerning a Potential Transaction subject to the confidentiality agreement
entered into with the Company concurrently with the Company’s entry into this Agreement, and,
with the prior written consent of the Company, to any other person that is engaged in discussions
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with the Company concerning a Potential Transaction subjcct to a confidentiality agreement
concerning the Confidential Information on substantially the same terms as this Agreement.

4, No Represcntation or Warranty. Although the Disclosing Party will endeavor to
provide Confidential Information known to it which it believes to be relevant for the purpose of
the Recipient’s discussions relating to valuation and consideration of a Possible Transaction, the
Recipient acknowledges and agrees that none of the Disclosing Party nor its Representatives is
making any representation or warranty, express or implied, as (o the accuracy or completeness of
the Confidential Information, and none of the Disclosing Party nor its Representatives, nor any
of their respective officers, directors, employees, representatives, stockholders, owners, affiliates,
advisors or agents, will have any liability to the Recipient or any other person resulting from the
use of Conlidential Information by the Recipient or any of its Representatives, '

5 Return or Destruction of Documents. Upon the Disclosing Party’s written
request, cach Recipient shall promptly deliver to the Disclosing Party or destroy all written
Confidential Information without retaining, in whole or in part, any copies, exiracts or othcr
reproductions (whatever the form or storage medium) of such matcrials, and, if requested by the
Disclosing Party, the Recipient shall confirm the destruction of such materials in writing to the
Disclosing Party. Notwithstanding the foregoing sentence, each Recipient may retain: (i) that
portion of the Confidential Information that is memorialized in notes, analyses, compilations,
studies, interpretations or other documents prepared by the Recipient or any of its advisors, (ii)
copies of Conlidential Information in databases or automatic clectronic back-up systems in
accordance with internal record-keeping poelicies and procedures implemented by the Recipient,
(iii) Confidential [nformation necessary to be retained, as deemed by the Recipient, to comply
with applicable legal or regulatory rcquirements and which information retention shall be for
recordkeeping purposes only and not for any other use, and (1v) any portions of the Confidential
Information that have been disclosed to the public other than through a breach of this Agreement
or any other substantially similar confidentiality agreement, or by a third party that, to the
Recipient’s knowledge, was not under an obligation of nondisclosure to the Disclosing Party.

0. Acknowledgements.

(a) The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or regulations that prohibit the
purchase and sale of securities by persons, including individuals, who possess certain material
nonpublic information.

(b Each Disclosing Party acknowledges and agrees that any Recipient may
maintain or c¢stablish an information-blocking device or “Ethical Wall” (an “Ethical Wall”)
between its employees who receive the Confidential Information and its other employccs.

T Legal Liability and Remedies. The Parties acknowledge that money damages
may not be a sufficient remedy for any breach of this Agreement and that the Parties shall be
entitled to seek, in addition to all other remedies, specific performance and injunctive or other
equitable relief as a remedy for any such breach or threatened breach to the extent permitted by
law. Unless otherwise expressly provided in this Agreement, in the event that such equitable
relief is granted, such remedy or remedies shall not be deemed to be the exclusive remedy or

PFB 001414



remedies for breach of this Agreement but shall be in addition to all other remedies available at
law or equity. The Parties agree not to resist such application for reliet on the basis that the
Disclosing Party or the Recipient, as applicable, has an adequate remedy at law and agrees to
waive any requirement for sccuring or posting any bond in connection with such remedy.

8. Termination. Unless the term of this Agreement is extended in writing by the
Parties, this Agreement and the restrictions imposed on the Recipient and its Representatives by
this Agreement shall terminate 12 months from the date hereof, provided that the obligations set
forth by Sections 5 (Refurn or Destruction of Documents), 6 (Acknowledgments), 7 (Legal
Liability and Remedies), and 9-15 shall survive the termination ol this Agreement.

9 Choice of Law. This Agreement (i) is for the benefit of the Partics and (i) is
governed by the laws of the Commonwealth of Puerto Rico. Any suit action or proceeding
brought in connection with this Agreement shall be brought in the Court of First Instance for the
Commonwealth of Puerto Rico, San Juan, and the Parties hereby irrevocably consent to the
exclusive jurisdiction of such courts, agree not to commence any suit, action, or prococding
relating thereto except in such courts, and waive, to the fullest extent pormitted by law, the right
to move to dismiss or transfer any suit, action or procecdings brought in such court on the basis
of any objeclions as to venue or inconvenicnt forum or on the basis of any objection 1o personal
jurisdiction. The Parties waivc, to the fullest extent permitted by law, any right to trial by jury.

10. Entirc Agrcement. This Agreement constitutes the entire agreemcnt, and
supcrscdes any prior agreements, including any deemed agreements, between the Parties
regarding the subject matter hereof, '

11.  Interpretation: Headings. The term “person™ as used in this Agrcement shall be
broadly interpreted to include, without limitation, any individual, corporation, company,
partnership or other entity. The headings set forth in this Agreement are included solely for the
purpose of identification and shall not be used for the purpose ol construing the meaning of the
provisions of this Agrcement,

12.  Severability. If any portion of this Agreemcnt shall be declared invalid or
unenforceable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and effect.

13.  Counterparts. This Agreement may be signed in one or morc counicrparts
(including by means of facsimile or PDI signaturc pagcs), cach of which need not contain the
signature of all Parties hereto, and all of such counterparts taken together shall constitute a single
agreement.

14. Amendment; Waiver. This Agreement shall not be amended, modified or waived
cxcept by a separate written agreement signed by each of the Partics. No course of dealing
between the Parties shall be deemed to modify or amend any provision of this Agreement, and
no delay by the Parties in the cxercise (or partial exercise) of each of their rights and remedies
shall opecratc as a waiver thereof. "

15. No Implied Agreement. The Partics understand and agree that this Agreement is
not intended to, and does not, constitutc an agreement that either Party will consent to any

4
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Possible Transaction or take any other steps, including, without limitation, preparation or filing
of any documents with respect to any related transaction involving the Company. The Parties
further understand and agree that each Party rescrves the right, in its sole discretion, to reject any
and all proposals made by the other Party or any of its Representatives with regard to the
Possible Transaction or any other transaction between the Parties, and to terminate discussions
and negotiations at any time.

[Signature pages follow)
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IN WITNESS WIIEREOF, cach Party has cxccuted this Agreement as of the date and year first

written above,

PUERTO RICO ELECTRIC POWER AUTHORITY

A

By:

'U g =
o

Name: fuon £ Alicea Rlurey

Title: @xpecu:{a‘Je b\‘na for

NATIONAL PUBLIC FINANCE
GUARANTEE CORPORATION

By:

Name:

Title:
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IN WITNESS WHEREOF, each Party has executed this Agreement as of the date and year first
written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

By:

Name:

US_ACTIVE:W4520848\1\84584,0005

Title:

NATIO PUBLIC FINANCE
GU E CORPORATION

By: /M/ ’

Name: Patrick Diamond

Title: Vice President
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WIIEREAS, reference is made to thatl certain Confidentiality Agreement Dated July [#],
2014 By And Among The Puerto Rico Flectric Power Authority and National Public Finance
Guarantee Corporation (the “Agreement”). Each capitalized term used but not dcfined herein
shall have the meaning given to it in the Agreement.

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an Ixternal Representative of [#]
(the “Recipient”) and desires to obtain Conlidential Information to advisc and assist the
Recipient in evaluating the Possible Transaction.

NOW, THEREFORE, the undersigned agrees that by cxccuting this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement and agrees to
keep the Confidential Information confidential in the same manner and (o the same extent as the
Recipient, as set forth in the Agreement.

By: Date:

Title:

Company:
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AMENDMENT NO. 1 TO CONFIDENTIALITY AGREEMENT

This Amendment No. 1, dated as of June 30, 2015 (the “Amendment”), to the
Confidentiality Agreement, dated as of June 1, 2015 (as it may be amended, supplemented or
otherwise modified from time to time, including by this Amendment, the “Agreement”), is
entered into by and between: (i) the Puerto Rico Electric Power Authority (the “Company”) and
(if) Marathon Asset Management, LP (the “Creditor”).

This Amendment amends the Agreement as follows:

1. Section 5(a) is amended to replace the phrase “July 1, 2015 at 10:00 a.m.” with
“July 22, 2015 at 11:59 p.m.”

Except as amended hereby, the Agreement shall continue to be and shall remain in full
force and effect in accordance with its terms. This Amendment may be executed in one or more
counterparts (including by means of facsimile or PDF signature pages), each of which need not
contain the signature of all Parties hereto, and all of such counterparts taken together shall
constitute a single agreement.

[Signature pages follow]
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Accepted and agreed as of the date first written above.

PUERTO RICHOW UTHORITY
By:

Name:(ézféﬁ I%Q]é/% 1/,0
Title: % 5@4141// )%'

C

PFB 001421



Marathon Asset Management, LP,

solely on behalf of certain of its affiliated funds and

managed ac(cmjts
o f U

Name: PGI?’—-F Coport
Title: AV THe#RED g/!n:ﬂ"t‘/-l

PFB 001422



CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agreement”) is made as of August 18, 2014 (the
“Effective Date”) by and among: (i) the Puerto Rico Electric Power Authority (the “Company”)
and (ii) National Public Finance Guarantee Corporation (“National”). For purposes of this
Agreement, the Company and National are referred to, individually, as a “Party,” and
collectively, as the “Parties.” As used herein, the term “Recipient” shall mean either Party to the
extent it receives Confidential Information (as defined below) of the other Party.

WHEREAS, the Parties have engaged and desire to continue to engage in discussions
about the Company’s financial condition and a potential consensual restructuring of the
Company’s outstanding debt obligations (collectively, the *“Possible Transaction™), and each
Party has provided and may provide to the other Party certain Confidential Information (such
providing entity, a “Disclosing Party,” and collectively, the “Disclosing Parties”).

NOW THEREFORE, in consideration of the covenants and conditions set forth in this
Agreement and the Recipient’s receipt of Confidential Information, it is agreed as follows:

1. Confidentiality. As a condition to a Recipient receiving any Confidential
Information, such Recipient agrees (i) to use the Confidential Information solely for purposes of
a Possible Transaction, including, without limitation, for the purpose of evaluating the Possible
Transaction and to not use it, directly or indirectly, for any other purpose; (ii) to treat as
confidential any Confidential Information that is or has been furnished by or on behalf of any
Disclosing Party to such Recipient or its Representatives (as defined below) in connection with
the Possible Transaction, prior to, on or after the date of this Agreement and undertake
commercially reasonable precautions to safeguard and protect the confidentiality of the
Confidential Information commensurate with those such Recipient employs for the protection of
corresponding sensitive information of its own; and (iii) not to disclose, in any manner
whatsoever, directly or indirectly, in whole or in part, such Confidential Information, except as is
permitted hereunder.

2. Confidential Information. The term “Confidential Information” shall mean all
documents, information, discussions, and other material about the Disclosing Party, present or
future laws, regulations and proceedings applicable to Disclosing Party or the Possible
Transaction that (a) is designated as “Confidential Information” by the Disclosing Party, (b) is
furnished orally or in writing hereunder by a Disclosing Party to the Recipient or its
Representatives on or after the date of this Agreement, and (c) is non-public, confidential, or
proprietary in nature, including, without limitation, non-public, confidential, or proprietary
information related to accounting, financial matters, tax, legal and operational information
whether oral, written or electronic communications, and including confidential memoranda, and
presentations prepared by the Disclosing Party or any of such Disclosing Party’s affiliates and its
or its affiliates’ managers, directors, officers, members, partners, associates, or employees
(collectively, and as the same may apply to a Disclosing Party or the Recipient, the “Internal
Representatives”) or such Disclosing Party’s or its affiliates’ attorneys, subcontractors,
consultants, accountants, auditors, advisors, agents, representatives, co-investors or potential
financing sources (and as the same may apply to the Disclosing Party or the Recipient,
collectively, the “External Representatives,” and, together with the Internal Representatives, the
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“Representatives”). In regards to the Company, the term *“affiliates” shall include the
Government Development Bank for Puerto Rico. For the avoidance of doubt, Confidential
Information includes the Possible Transaction itself, and the nature, existence, substance, status,
and terms of any discussions or negotiations that have taken place or are taking place between
the Company and any Recipient concerning the Company and the Possible Transaction. The
term “Confidential Information” does not include information which: (i) is, was or becomes
available to the public other than as a result of a disclosure by the Recipient or any of its
Representatives in violation of this Agreement; (ii) was or is independently developed by the
Recipient or its Representatives without using Confidential Information; (iii) is determined by a
court of competent jurisdiction not to be Confidential Information; or (iv) is agreed in writing by
the Disclosing Party not to be subject to a confidentiality restriction.

3. Permitted Disclosures.  Notwithstanding anything to the
contrary in this Agreement, any Recipient may disclose any Confidential Information: (i) with
the prior written consent of the Disclosing Party; (ii) to any of the Recipient’s Internal
Representatives who have a need to know the Confidential Information, for the purpose of a Possible
Transaction, who are advised, prior to receipt of such Confidential Information, by the Recipient of the
existence of this Agreement and have agreed or are under an obligation not to disclose such Confidential
Information; (iii) to any of the Recipient’s External Representatives who have a need to know the
Confidential Information, for the purpose of a Possible Transaction, who have executed and
delivered to the Disclosing Party, prior to receipt of such Confidential Information, a joinder to
this Agreement, substantially in the form attached hereto as Addendum A; or (iv) in the event that the
Recipient or its Representatives are requested or required by law, rule, regulation or governmental,
regulatory or self-regulatory body (including by deposition, interrogatory, request for documents,
subpoena, civil investigative demand, legal, regulatory or similar process) (collectively, “Law™) to
disclose all or any portion of the Confidential Information; provided that the Recipient shall, with respect
to a request made under this Section 3(iv) of this Agreement, to the extent practicable and permitted
by applicable Law, promptly notify the Disclosing Party of such request so that the Disclosing
Party, at the Disclosing Party’s sole cost and expense, may intervene to take legally available
steps to resist or narrow such request, including the Disclosing Party’s efforts to seek a protective
order or other appropriate remedy. In addition, each Recipient and its Representatives agree that
they will not oppose, and, to the extent requested by the Disclosing Party and at the Disclosing
Party’s sole cost and expense, will use commercially reasonable efforts to cooperate with the
Disclosing Party with regard to any reasonable action by the Disclosing Party to obtain an
appropriate protective order or other reliable assurance that confidential treatment will be
accorded to the Confidential Information or to resist or narrow the request or requirement for
information. In addition, National may disclose Confidential Information that it deems necessary
to comply with securities laws to a prospective purchaser of bonds issued by the Company on
July 31, 2015 (a “Prospective Purchaser”) provided that any such Prospective Purchaser shall
have entered into a confidentiality agreement with the Company on terms substantially similar to
those contained in this Agreement (including, without limitation, with respect to limitations on
use and duration of term). Each Recipient shall be liable for the breach of this Agreement by any
of its Representatives to which it discloses Confidential Information. For the avoidance of doubt,
the Recipient may disclose this Agreement to its Representatives for the purpose of obtaining
acknowledgements as provided for in clauses (ii) and (iii) of this Section 3. In addition, National
may disclose Confidential Information it receives from the Company to (i) the following parties
and their respective advisors that have executed a confidentiality agreement with the company:
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Assured Guaranty Municipal Corp., Scotiabank de Puerto Rico, Banco Popular de Puerto Rico,
Oriental Bank, FirstBank Puerto Rico (the “Other NDA Principal Parties”), and (ii) with the
advisors to the following parties that have executed a confidentiality agreement with the
company: Syncora Capital Assurance Inc., Syncora Guarantee Inc., Solus Alternative Asset
Management LP, on behalf of certain funds advised by it and members of the Ad Hoc Group
under the Bonds Forbearance Agreement (the “Other NDA Advisor Parties” and together with
the Other NDA Principal Parties, the “Other NDA Parties”), for so long as such Other NDA
Parties are engaged in discussions with the Company concerning a Potential Transaction subject
to a confidentiality agreement and, with the prior written consent of the Company, to any other
person that is engaged in discussions with the Company concerning a Potential Transaction
subject to a confidentiality agreement concerning the Confidential Information on substantially
the same terms as this Agreement.

4, No Representation or Warranty. Although the Disclosing Party will endeavor to
provide Confidential Information known to it which it believes to be relevant for the purpose of
the Recipient’s discussions relating to valuation and consideration of a Possible Transaction, the
Recipient acknowledges and agrees that none of the Disclosing Party nor its Representatives is
making any representation or warranty, express or implied, as to the accuracy or completeness of
the Confidential Information, and none of the Disclosing Party nor its Representatives, nor any
of their respective officers, directors, employees, representatives, stockholders, owners, affiliates,
advisors or agents, will have any liability to the Recipient or any other person resulting from the
use of Confidential Information by the Recipient or any of its Representatives.

5. Return or Destruction of Documents. Upon the Disclosing Party’s written
request, each Recipient shall promptly deliver to the Disclosing Party or destroy all written
Confidential Information without retaining, in whole or in part, any copies, extracts or other
reproductions (whatever the form or storage medium) of such materials, and, if requested by the
Disclosing Party, the Recipient shall confirm the destruction of such materials in writing to the
Disclosing Party. Notwithstanding the foregoing sentence, each Recipient may retain: (i) that
portion of the Confidential Information that is memorialized in notes, analyses, compilations,
studies, interpretations or other documents prepared by the Recipient or any of its advisors, (ii)
copies of Confidential Information in databases or automatic electronic back-up systems in
accordance with internal record-keeping policies and procedures implemented by the Recipient,
(iii) Confidential Information necessary to be retained, as deemed by the Recipient, to comply
with applicable legal or regulatory requirements and which information retention shall be for
recordkeeping purposes only and not for any other use, and (iv) any portions of the Confidential
Information that have been disclosed to the public other than through a breach of this Agreement
or any other substantially similar confidentiality agreement, or by a third party that, to the
Recipient’s knowledge, was not under an obligation of nondisclosure to the Disclosing Party.

6. Acknowledgements.

@) The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or regulations that prohibit the
purchase and sale of securities by persons, including individuals, who possess certain material
nonpublic information.
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(b) Each Disclosing Party acknowledges and agrees that any Recipient may
maintain or establish an information-blocking device or “Ethical Wall” (an “Ethical Wall”)
between its employees who receive the Confidential Information and its other employees.

7. Legal Liability and Remedies. The Parties acknowledge that money damages
may not be a sufficient remedy for any breach of this Agreement and that the Parties shall be
entitled to seek, in addition to all other remedies, specific performance and injunctive or other
equitable relief as a remedy for any such breach or threatened breach to the extent permitted by
law. Unless otherwise expressly provided in this Agreement, in the event that such equitable
relief is granted, such remedy or remedies shall not be deemed to be the exclusive remedy or
remedies for breach of this Agreement but shall be in addition to all other remedies available at
law or equity. The Parties agree not to resist such application for relief on the basis that the
Disclosing Party or the Recipient, as applicable, has an adequate remedy at law and agrees to
waive any requirement for securing or posting any bond in connection with such remedy.

8. Termination. Unless the term of this Agreement is extended in writing by the
Parties, this Agreement and the restrictions imposed on the Recipient and its Representatives by
this Agreement shall terminate on August 8, 2016, provided that the obligations set forth by
Sections 5 (Return or Destruction of Documents), 6 (Acknowledgments), 7 (Legal Liability and
Remedies), and 9-15 shall survive the termination of this Agreement.

0. Choice of Law. This Agreement (i) is for the benefit of the Parties and (ii) is
governed by the laws of the Commonwealth of Puerto Rico. Any suit action or proceeding
brought in connection with this Agreement shall be brought in the Court of First Instance for the
Commonwealth of Puerto Rico, San Juan, and the Parties hereby irrevocably consent to the
exclusive jurisdiction of such courts, agree not to commence any suit, action, or proceeding
relating thereto except in such courts, and waive, to the fullest extent permitted by law, the right
to move to dismiss or transfer any suit, action or proceedings brought in such court on the basis
of any objections as to venue or inconvenient forum or on the basis of any objection to personal
jurisdiction. The Parties waive, to the fullest extent permitted by law, any right to trial by jury.

10. Entire Agreement. This Agreement constitutes the entire agreement, and
supersedes any prior agreements, including any deemed agreements, between the Parties
regarding the subject matter hereof.

11. Interpretation; Headings. The term “person” as used in this Agreement shall be
broadly interpreted to include, without limitation, any individual, corporation, company,
partnership or other entity. The headings set forth in this Agreement are included solely for the
purpose of identification and shall not be used for the purpose of construing the meaning of the
provisions of this Agreement.

12.  Severability. If any portion of this Agreement shall be declared invalid or
unenforceable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and effect.

13.  Counterparts. This Agreement may be signed in one or more counterparts
(including by means of facsimile or PDF signature pages), each of which need not contain the
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signature of all Parties hereto, and all of such counterparts taken together shall constitute a single
agreement.

14.  Amendment; Waiver. This Agreement shall not be amended, modified or waived
except by a separate written agreement signed by each of the Parties. No course of dealing
between the Parties shall be deemed to modify or amend any provision of this Agreement, and
no delay by the Parties in the exercise (or partial exercise) of each of their rights and remedies
shall operate as a waiver thereof.

15. No Implied Agreement. The Parties understand and agree that this Agreement is
not intended to, and does not, constitute an agreement that either Party will consent to any
Possible Transaction or take any other steps, including, without limitation, preparation or filing
of any documents with respect to any related transaction involving the Company. The Parties
further understand and agree that each Party reserves the right, in its sole discretion, to reject any
and all proposals made by the other Party or any of its Representatives with regard to the
Possible Transaction or any other transaction between the Parties, and to terminate discussions
and negotiations at any time.

[Signature pages follow]
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IN WITNESS WHEREOQF, each Party has executed this Agreement as of the date and year first
written above.

PUERTO RICO ELECTRIC POWER AUTHORITY /

By: M

JAVIER A. QUINTANA MENDEZ

Name:

Title: _EXECUTIVE DIRECTOR

NATIONAL PUBLIC FINANCE
GUARANTEE CORPORATION

By:

Name;

Title:

NATIONAL NDA
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IN WITNESS WHEREOF, each Party has executed this Agreement as of the date and year first
written above.

PUERTO RICO ELECTRIC POWER AUTHORITY

By:

Name:

Title:

NATIONAL PUBLIC FINANCE
GUARANTEE CORPORATION

By: 4&/6 /4’

Name: _:Dﬂul'f/ A %IVWJ' J;.
Title: 6 enean/ ownrsc/
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WHEREAS, reference is made to that certain Confidentiality Agreement Dated August
18, 2015 By And Among The Puerto Rico Electric Power Authority and National Public Finance
Guarantee Corporation (the “Agreement”). Each capitalized term used but not defined herein
shall have the meaning given to it in the Agreement.

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an External Representative of
National Public Finance Guarantee Corporation (the “Recipient”) and desires to obtain
Confidential Information to advise and assist the Recipient in evaluating the Possible
Transaction.

NOW, THEREFORE, the undersigned agrees that by executing this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement and agrees to
keep the Confidential Information confidential in the same manner and to the same extent as the
Recipient, as set forth in the Agreement.

By: Date:

Title:

Company:
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Execution Version

CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agreement”) is made as of August 26, 2014 (the
“Effective Date”) by and between: (i) the Puerto Rico Electric Power Authority (the “Company”)
and (ii) OppenheimerFunds, Inc. (the “Creditor”). For purposes of this Agreement, the Company
and the Creditor are referred to, individually, each as a “Party,” and collectively, as the “Parties.”
As used herein, the term “Recipient” shall mean either Party to the extent it receives Confidential
Information (as defined below) of the other Party.

WHEREAS, reference is made to (i) that certain lawsuit styled as Franklin California
Tax-Free Trust et al. v. The Commonwealth of Puerto Rico et al., Case No. 14-1518 (D. P.R.)
(the “Franklin Litigation™), (ii) that certain lawsuit styled as BlueMountain Capital Management,
LLC v. Garcia-Padilla, in his official capacity as Governor of the Commonwealth of Puerto Rico
et al, Case No. 14-1569 (D. P.R.) (the “BlueMountain Litigation”, and collectively with the
Franklin Litigation, the “Existing Litigation™), and (iii) any future or existing lawsuit against the
Company, any “Commonwealth Entity,” or any “enumerated entity” (as such terms are defined
and understood in the Puerto Rico Public Corporation Debt Enforcement and Recovery Act (Law
No. 71-2014) (the “Recovery Act™)) arising out of, or related to, the Recovery Act or the same
facts and circumstances alleged in the Existing Litigation (the “Future Litigation,” and with the
Existing Litigation, the “Litigation”), whether or not commenced by the Creditor.

WHEREAS, the Parties desire to engage in discussions (including without limitation, the
contents, timing, and status thereof, to the extent constituting Confidential Information, the
“Discussions™) and exchange information about the Company’s financial condition and a
potential consensual restructuring of the Company’s outstanding debt obligations (collectively,
the “Possible Transaction”), and each Party may provide to the other Party certain Confidential
Information (such providing entity, a “Disclosing Party,” and collectively, the “Disclosing
Parties™).

NOW THEREFORE, in consideration of the covenants and conditions set forth in this
Agreement and the Recipient’s receipt of Confidential Information, it is agreed as follows:

1. Confidentiality of the Confidential Information, Including But Not Limited to the
Discussions. As a condition to a Party engaging in the Discussions regarding a Possible
Transaction and/or a Recipient receiving any Confidential Information from another Party, such
Party and/or Recipient agrees (i) to use all Confidential Information solely for purposes of a
Possible Transaction and evaluating a Possible Transaction and to not use it, directly or
indirectly, for any other purpose, including but not limited to in the Litigation or any other legal
proceeding, it being understood that a purchase or sale of the Company’s securities that is not in
violation of the applicable Federal securities laws shall not be deemed a use of the Confidential
Information in violation of the provisions of this Section 1; (ii) to not refer to or otherwise
disclose, directly or indirectly, the Discussions in any Litigation or other legal proceeding; (iii) to
treat as confidential any Confidential Information, including without limitation the Discussions,
that is furnished by or on behalf of any Disclosing Party to such Recipient or its Representatives
(as defined below) except as permitted hereunder and undertake commercially reasonable
precautions to safeguard and protect the confidentiality of the Confidential Information
commensurate with those such Recipient employs for the protection of corresponding sensitive
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information of its own; and (iv) not to disclose, in any manner whatsoever, directly or indirectly,
in whole or in part, such Confidential Information, except as is permitted hereunder.

2. Confidential Information.

(a) The term “Confidential Information” shall mean all the Discussions, documents,
information, and other materials about the Disclosing Party, present or future laws, regulations
and proceedings applicable to Disclosing Party or a Possible Transaction that (a) are designated
as “Confidential Information” by the Disclosing Party, (b) are furnished orally or in writing
hereunder by a Disclosing Party to the Recipient or its Representatives on or after the date of this
Agreement, and (c) are non-public, confidential, or proprietary in nature, including, without
limitation, non-public, confidential, or proprietary information related to accounting, financial
matters, tax, legal and operational information whether oral, written or -electronic
communications, and including confidential memoranda, and presentations prepared by the
Disclosing Party or any of such Disclosing Party’s affiliates and its or its affiliates’ managers,
directors, officers, members, partners, associates, or employees (collectively, and as the same
may apply to a Disclosing Party or the Recipient, the “Internal Representatives”) or such
Disclosing Party’s or its affiliates’ attorneys, subcontractors, consultants, accountants, auditors,
advisors, agents, representatives, co-investors or potential financing sources (and collectively,
and as the same may apply to a Disclosing Party or the Recipient, the “External
Representatives,” and together with the Internal Representatives, the “Representatives”). In
regards to the Company, the term “affiliates” shall include the Commonwealth of Puerto Rico
(the “Commonwealth”) and the Government Development Bank for Puerto Rico. Confidential
Information also includes this Agreement, the existence of and Discussions related to this
Agreement, the Discussions, any Possible Transaction itself, and the nature, existence, substance,
status, and terms of any Discussions or negotiations that have taken place or are taking place
between the Company and the Creditor concerning the Company and a Possible Transaction.
The term “Confidential Information” does not include information which: (i) is, was or becomes
available to the public other than as a result of a disclosure by the Recipient or any of its
Representatives in violation of this Agreement; (ii) was or is independently developed by the
Recipient or its Representatives without using Confidential Information; (iii) was or becomes
available to the Recipient or any of its Representatives on a non-confidential basis from a source
other than the Disclosing Party and that is not subject to an agreement of confidentiality with the
Disclosing Party; (iv) was already in the possession of the Recipient or its Representatives prior
to the date of. this Agreement on a non-confidential basis; (v) is determined by a court of
competent jurisdiction not to be Confidential Information; or (vi) is agreed in writing by the
Disclosing Party not to be subject to a confidentiality restriction.

(b)  The Creditor acknowledges that the Company and certain advisors of the Creditor
have executed a confidentiality agreement relating to the exchange of non-public information
between such parties and that certain non-public information disclosed to such advisors may not
be disclosed to the Creditor without prior written consent of the Company.

(¢)  Nothing in this Agreement shall require Creditor to receive Confidential
Information.

KE2 2859610.5
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3. Litigation and Admissibility. Recipient shall not refer to, disclose or use, directly
or indirectly, in the Litigation or any other legal proceedings (other than a legal proceeding to
enforce this Agreement) the Discussions or any other Confidential Information provided by a
Disclosing Party or its Representatives. Furthermore, Confidential Information received by
Recipient from a Disclosing Party or its Representatives shall not be admissible in the Litigation
or any other legal proceeding. Recipient agrees that the Discussions and all other Confidential
Information provided by a Disclosing Party or its Representatives are in the nature of settlement
Discussions that shall not be admissible for any purpose, including but not limited to pursuant to
Rule 408 of the Federal Rules of Evidence (or any state or Commonwealth law equivalent).
None of the Parties shall seek to cause any other party or directly cooperate with any other party
in its efforts to admit in the Litigation or any other legal proceeding the Discussions or any other
Confidential Information received by Recipient from a Disclosing Party or its Representatives.
Nothing contained herein shall limit (i) any rights of the Creditor or its Representatives to obtain
discovery through judicial or other process of any information relating to the Company and to
introduce the same as evidence in any proceeding, provided that the Recipient is not disclosing
Confidential Information received under this Agreement (but excluding any Confidential
Information that is obtained through a discovery process) in violation of this Agreement, (ii) the
Company’s right to object to such discovery or introduction or its right to seek to have any such
Confidential Information introduced under seal, or (iii) the rights of any Recipient and its
Representatives to object to the sealing of such information.

4, Permitted Disclosures.

Notwithstanding anything to the contrary in this Agreement, the Recipient may disclose
the Discussions or any other Confidential Information: (i) with the prior written consent of the
Disclosing Party; (ii) to any of the Recipient’s Internal Representatives who have a need to know
of the Discussions or any other Confidential Information, for the purpose of a Possible
Transaction, who are advised, prior to receipt of such information, by the Recipient of the
existence of this Agreement and have agreed or are under an obligation not to disclose the
Discussions or any other Confidential Information; (iii) to any of the Recipient’s External
Representatives who have a need to know of the Discussions or any other Confidential
Information, for the purpose of a Possible Transaction, who have executed and delivered to the
Disclosing Party, prior to receipt of such information, a joinder to this Agreement, substantially
in the form attached hereto as Addendum A; or (iv) in the event that the Recipient or its
Representatives are requested or required by law, rule, regulation or governmental, regulatory or
self-regulatory body (including by deposition, interrogatory, request for documents, subpoena,
civil investigative demand, legal, regulatory or similar process) (collectively, “Law”) to disclose
all or any portion of the Discussions or Confidential Information; provided that the Recipient
shall, with respect to a request made under this Section 4(iv) of this Agreement, to the extent
practicable and permitted by applicable Law, promptly notify the Disclosing Party of such
request so that the Disclosing Party, at the Disclosing Party’s sole cost and expense, may
intervene to take legally available steps to resist or narrow such request, including the Disclosing
Party’s efforts to seek a protective order or other appropriate remedy. In addition, each
Recipient and its Representatives agree that they will not oppose, and, to the extent requested by
the Disclosing Party and at the Disclosing Party’s sole cost and expense, will use commercially
reasonable efforts to cooperate with the Disclosing Party with regard to any reasonable action by
the Disclosing Party to obtain an appropriate protective order or other reliable assurance that
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confidential treatment will be accorded to the Discussions and any other Confidential
Information or to resist or narrow the request or requirement for information. Each Recipient
shall be liable for the breach of this Agreement by any of its Representatives to which it
discloses the Discussions or any other Confidential Information. For the avoidance of doubt, the
Recipient may disclose this Agreement to its Representatives for the purpose of obtaining
acknowledgements as provided for in clauses (ii) and (iii) of this Section 4.

5. Disclosure of Confidential Information.

(8  For purposes of this Agreement, (i) “First Disclosure Date” means the earliest of
(a) the effective date of any agreement between the Creditor and the Company under which the
Creditor forbears from exercising rights (a “Forbearance Agreement”), (b) 5:30 p.m. prevailing
Eastern time on August 18, 2014, and (c) the date of any petition, filing, or other request seeking
to commence any case, proceeding, or other action under any bankruptcy, insolvency,
reorganization, liquidation, winding up, arrangement, composition, adjustment, custodianship,
receivership, or other similar federal, state, or non-U.S. law or rule, including, without limitation,
the Recovery Act, in respect of the Company (a “Debt Proceeding™); and (ii) “Second Disclosure
Date” means the earliest of (a) the termination of a Forbearance Agreement, (b) 5:30 p.m.
prevailing Eastern time on March 15, 2015, and (c¢) the date of commencement of any Debt
Proceeding; provided that in each case such date may be extended by written consent of the
Creditor.

(b)  On or before the First Disclosure Date, the Company shall issue a press release
making publicly available the portions of the Confidential Information disclosed by the
Company and/or its Representatives to the Creditor through the period ending on the First
Disclosure Date, to the extent not theretofore publicly disclosed, which would reasonably be
expected to be material to an investor making an investment decision with respect to the
purchase or sale of the Company’s securities (such information, “First Disclosed Information”).

(©) On or before the Second Disclosure Date, the Company shall issue a press release
making publicly available the portions of the Confidential Information disclosed by the
Company and/or its Representatives to the Creditor during the period commencing on the
effective date of a Forbearance Agreement and ending on the Second Disclosure Date, to the
extent not theretofore publicly disclosed, which would reasonably be expected to be material to
an investor making an investment decision with respect to the purchase or sale of the Company’s
securities (such information, “Second Disclosed Information,” and together with the First
Disclosed Information, the “Disclosed Information™). For the avoidance of any doubt, Disclosed
Information will not include any information provided to Creditor’s Representatives on a basis
that could not be shared with Creditor, as described in Section 2(b) of this Agreement.

(d)  In the event that the Company shall fail to disclose the Disclosed Information on
or before the First Disclosure Date or the Second Disclosure Date, as applicable, pursuant to the
terms set forth herein, the Creditor may seek specific performance of the Company’s obligations
hereunder, or in the alternative the Creditor is authorized to disclose and make generally
available to the public through the issuance of a press release or similar form of public
communication such Disclosed Information (the “Creditor Disclosure Right”); provided,
however, that prior to exercising its Creditor Disclosure Right, the Recipient shall provide the
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Company with (i) written notice (the “Notice of Insufficiency Objection”) of its breach or failure
to disclose the Disclosure Information pursuant to this Section 5, which notice shall include a
description of the Disclosure Information the Creditor intends to disclose and (ii) at least two (2)
days’ notice of its intention to make such disclosure in order to permit the Company to make
such disclosures (the “Cure Time”). During the Cure Time, the Company and the Creditor and
its Representatives shall attempt in good faith to resolve the Creditor’s objection. If the
Company does not fully disclose all such Disclosure Information by the Cure Time, the Creditor
may, in its sole discretion, disclose and make generally available to the public through the
issuance of a press release or similar form of public communication such Disclosed Information
at any time after the Cure Time. The Company further agrees and acknowledges that the
Recipient will not violate any confidentiality terms hereof as a result of making public
Confidential Information pursuant to this Section 5.

(e) Prior to a Termination Event (as defined in the Forbearance Agreement), and for
so long as the Forbearance Agreement remains in effect, to the extent that the Creditor in good
faith seeks Confidential Information with respect to (i) a determination whether a basis exits for
delivery of a Withdrawal Notice (as defined in the Forbearance Agreement), or a decision of
whether to provide a Withdrawal Notice, or (ii) a determination whether a basis exists for a
Termination Event, or a decision to exercise a Termination Event, the Company will provide
such Confidential Information to Creditor to the extent reasonably necessary, after good faith
consultation with its Representatives, to make such determination or decision, with the
understanding that such Confidential Information shall be made public to the extent necessary
under Section 5 of this Agreement. The Company will consult in good faith with
Representatives of the Creditor so as to achieve the exchange of information regarding a
consensual restructuring contemplated by the second recital paragraph of this Agreement, which
information could be made public in the circumstances contemplated by Section 5 of this
Agreement.

6. No Representation or Warranty. Although the Disclosing Party will endeavor to
provide Confidential Information known to it which it believes to be relevant for the purpose of
the Discussions relating to valuation and consideration of a Possible Transaction, the Recipient
acknowledges and agrees that none of the Disclosing Party nor its Representatives is making any
representation or warranty, express or implied, as to the accuracy or completeness of the
Confidential Information, and none of the Disclosing Party nor its Representatives, nor any of
their respective officers, directors, employees, representatives, stockholders, owners, affiliates,
advisors or agents, will have any liability to the Recipient or any other person resulting from the
use of Confidential Information by the Recipient or any of its Representatives.

7. Return or Destruction of Documents. Upon the Disclosing Party’s written
request, each Recipient shall promptly return or, at Recipient’s sole election, destroy all written
Confidential Information without retaining, in whole or in part, any copies, extracts or other
reproductions (whatever the form or storage medium) of such materials, and, if requested by the
Disclosing Party, the Recipient shall confirm the destruction of such materials in writing to the
Disclosing Party. Notwithstanding the foregoing sentence, each Recipient may retain: (i) that
portion of the Confidential Information that is memorialized in notes, analyses, compilations,
studies, interpretations or other documents prepared by the Recipient or any of its advisors, (ii)
copies of Confidential Information in databases or automatic electronic back-up systems in
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accordance with internal record-keeping policies and procedures implemented by the Recipient,
(iii) Confidential Information necessary to be retained, as deemed by the Recipient, to comply
with applicable legal or regulatory requirements and which information retention shall be for
recordkeeping purposes only and not for any other use, and (iv) any portions of the Confidential
Information that have been disclosed to the public other than through a breach of this Agreement
by such Recipient or any other substantially similar confidentiality agreement, or by a third party
that, to the Recipient’s knowledge, was not under an obligation of nondisclosure to the
Disclosing Party.

8. Acknowledgements.

(@) The Parties acknowledge that the dissemination of Confidential
Information may be governed by applicable securities law or regulations that prohibit the
purchase and sale of securities by persons, including individuals, who possess certain material
nonpublic information.

(b)  Each Disclosing Party acknowledges and agrees that the Recipient may
maintain or establish an information-blocking device or “Ethical Wall” (an “Ethical Wall”)
between its employees who receive the Confidential Information and its other employees.

9. Legal Liability and Remedies. The Parties acknowledge that money damages
may not be a sufficient remedy for any breach of this Agreement and that the Parties shall be
entitled to seek, in addition to all other remedies, specific performance and injunctive or other
equitable relief as a remedy for any such breach or threatened breach to the extent permitted by
law. Unless otherwise expressly provided in this Agreement, in the event that such equitable
relief is granted, such remedy or remedies shall not be deemed to be the exclusive remedy or
remedies for breach of this Agreement but shall be in addition to all other remedies available at
law or equity. The Parties agree not to resist such application for relief on the basis that the
Disclosing Party or the Recipient, as applicable, has an adequate remedy at law and agrees to
waive any requirement for securing or posting any bond in connection with such remedy.

10.  Termination. Unless the term of this Agreement is extended in writing by the
Parties, this Agreement and the restrictions imposed on the Recipient and its Representatives by
this Agreement shall terminate twelve (12) months from the date hereof, provided that the
obligations set forth by Section 3 (Litigation and Admissibility), Sections 7 (Return or
Destruction of Documents), 8 (Acknowledgments), 9 (Legal Liability and Remedies), and 11-18
shall survive the termination of this Agreement.

11.  Choice of Law. This Agreement (i) is for the benefit of the Parties and (ii) is
governed by the laws of the Commonwealth. Any suit, action or proceeding brought in
connection with this Agreement shall be brought in the Court of First Instance for the
Commonwealth, San Juan, or the United States District Court for the District of Puerto Rico
sitting in San Juan and the Parties hereby irrevocably consent to the exclusive jurisdiction of
such courts, agree not to commence any suit, action, or proceeding relating thereto except in such
courts, and waive, to the fullest extent permitted by law, the right to move to dismiss or transfer
any suit, action or proceedings brought in such court on the basis of any objections as to venue or
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inconvenient forum or on the basis of any objection to personal jurisdiction. The Parties waive,
to the fullest extent permitted by law, any right to trial by jury.

12.  Entire Agreement. This Agreement constitutes the entire agreement, and
supersedes any prior agreements, including any deemed agreements, between the Parties
regarding the subject matter hereof.

13.  Interpretation; Headings. The term “person” as used in this Agreement shall be
broadly interpreted to include, without limitation, any individual, corporation, company,
partnership or other entity. The headings set forth in this Agreement are included solely for the
purpose of identification and shall not be used for the purpose of construing the meaning of the
provisions of this Agreement.

14.  Severability. If any portion of this Agreement shall be declared invalid or
unenforceable, the remainder of this Agreement shall be unaffected thereby and shall remain in
full force and effect.

15.  Counterparts. This Agreement may be signed in one or more counterparts
(including by means of facsimile or PDF signature pages), each of which need not contain the
signature of all Parties hereto, and all of such counterparts taken together shall constitute a single
agreement.

16. Amendment; Waiver. This Agreement shall not be amended, modified or waived
except by a separate written agreement signed by each of the Parties. No course of dealing
between the Parties shall be deemed to modify or amend any provision of this Agreement, and
no delay by the Parties in the exercise (or partial exercise) of each of their rights and remedies
shall operate as a waiver thereof.

17.  No Implied Agreement. The Parties understand and agree that this Agreement is
not intended to, and does not, constitute an agreement that either Party will consent to any
Possible Transaction or take any other steps, including, without limitation, the préparation or
filing of any documents with respect to any related transaction involving the Company. The
Parties further understand and agree that each Party reserves the right, in its sole discretion, to
reject any and all proposals made by the other Party or any of its Representatives with regard to
the Possible Transaction or any other transaction between the Parties, and to terminate
Discussions and negotiations at any time.

18.  Reservation of Rights. Nothing contained herein or otherwise shall operate to
restrict, inhibit, limit or prohibit any Party or its designees from exercising any right or remedy
available to it while the Discussions contemplated by this Agreement are pending. Nothing in
this Agreement shall be construed as a waiver of a Party’s right under applicable law or contract,
and all such rights and remedies are hereby reserved.

[Signature pages follow]
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IN WITNESS WHEREOF, each Party has executed this Agreement as of the date and year first

written above.

PUERTO O ELECTRIC POWER AUTHORITY
»
By: ﬂt\ ﬂ/\

W [
Namy Juan £ AlCpe-Rlort

Title: Eptontice Oivucfor

OPPENHEIMERFUNDS, INC.
managed fupds and accoynts

a//i
Name: Dariel L%ran

Title: Senior Vice President

By:
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ADDENDUM A

JOINDER TO CONFIDENTIALITY AGREEMENT

WHEREAS, reference is made to that certain Confidentiality Agreement Dated August
26, 2014 By And Among The Puerto Rico Electric Power Authority and OppenheimerFunds, Inc.
(the “Agreement”). Each capitalized term used but not defined herein shall have the meaning
given to it in the Agreement.

WHEREAS, the undersigned has read the Agreement in its entirety and understands all of
the provisions therein.

WHEREAS, the undersigned acknowledges that it is an External Representative of [e]
(the “Recipient”) and desires to obtain Confidential Information to advise and assist the
Recipient in evaluating the Possible Transaction.

NOW, THEREFORE, the undersigned agrees that by executing this joinder, it and its
employees and agents, shall become bound by all of the terms of the Agreement and agrees to
keep the Confidential Information confidential in the same manner and to the same extent as the
Recipient, as set forth in the Agreement.

By: Date:

Title:

Company:

KL?2 2859610.5
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EXECUTION VERSION

CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the “Agrcement”) is made as of March 3, 2015 (the
“Effective Daie”) by and between: (1) the Puerto Rico Electric Power Authority (the “Company”)
and (ii) OppenheimerFunds, Inc. (the “Creditor’™). For purposes of this Agrecment, the Company
and the Creditor are referred to, individually, each as a “Party,” and collectively, as the “Parties.”
As used herein, the term “Recipient” shall mean either Party to the extent it receives Confidential
Information (as defined below) of the other Party.

WHEREAS, reference is made to (i) that certain lawsuit styled as Franklin California
Tax-Free Trust et al. v. The Commonwealth of Puerto Rico et al., Case No. 14-1518 (D. P.R)
(such lawsuit, together with any appeals thereof, the “Franklin Litigation™), (ii) that certain
lawsuit styled as BlueMountain Capital Management, LI.C v. Garcia-Padilla, in his official
capacity as Governor of the Commonwealth of Puerto Rico et al, Casc No. 14-1569 (D. P.R.)
(such lawsuit, together with any appeals thereof, the “BlueMountain Litigation”, and collectively
with the Franklin Litigation, the “Existing Litigation™), and (iii} any futurc or existing lawsuit
against the Company, any “Commonwealth Entity,” or any “enumcrated entity” (as such terms
are defined and understood in the Puerto Rico Public Corporation Debt HEnforcement and
Recovery Act (law No. 71-2014) (the “Recovery Act™)) arising out of, or related to, the
Recovery Act or the same facts and circumstances alleged in the Existing Litigation (the “Futurc
Liligation,” and with the Lxisting 1.itigation, the “Litigation™}, whether or not commenced by the
Creditor.

WHEREAS, the Company and certain holders of power revenue bonds issued by the
Company pursuant to that certain Trust Agreement by and between the Company and State
Streel Bank and Trust Company, N.A. as of January 1, 1974 (as amended), entered into that
certain Forbearance Agreement, dated as of August 14, 2014 (as it may be amended from time to
time, the “Forbearance Agreement”).

WHEREAS, the Parties desire to engage in discussions (including without limitation, the
contents, timing, and status thereof, to the cxtent constituting Confidential Information, the
“Discussions”) and exchange information about the Company’s financial condition and a
potential conscensual resiructuring of the Company’s outstanding debt obligations {(collectively,
the “Possible Transaction™), and each Party may provide io the other Party certain Confidential
Information (such providing entity, a “Disclosing Party,” and collectively, the “Disclosing
Parties™).

NOW TIIEREFORE, in consideration of the covenants and conditions sct forth in this
Agreement and the Recipient’s receipt of Confidential Information, it is agreed as follows;

L Confidentiality of the Confidential Information, Including But Not Limited to the
Discussions. As a condition to a Parly engaging in the Discussions regarding a Possible
‘Transaction and/or a Recipicnt receiving any Confidential Tnformation from another Party, such
Party and/or Recipient agrees (i) to use all Confidential Information solely for purposes of a
Possible Transaction and evaluating a Possible Transaction and to not use it, directly or
indirectly, for any other purpose, including but not limited to in the Litigation or any other legal
proceeding, it being understood that a purchase or sale of the Company’s or other securitics that
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