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INTRODUCTION

Pursuant to N.J.A.C. 14:1-8.6, Jersey Central Power & Light Company ("JCP&L" or the

"Company") hereby requests reconsideration of certain aspects of the Board of Public Utilities’

("Board" or "BPU) Order effective July 20, 2019 in the above-captioned matter. More

specifically, JCP&L is seeking reconsideration with respect to the Board’s decision on the

following issues:

1. The inclusion &the non-utility generation ("NGC") charge in the community solar credit;

and

2. The inclusion of the customer charge in the community solar credit. 1

STANDARD OF REVIEW

In general, New Jersey a&ninistrative agencies have the inherent power to reopen or to

modify and rehear prior decisions. See, e.g., In re Trantino Parole Application, 89 N.J. 347, 364

(1982). With respect to cases before the Board, N.J.S.A. 48:2-40 expressly provides that the Board

at any time may order a rehearing and/or extend, revoke or modify an order made by it. See Tp.

of Deptford v. Woodbury Terrace Sewerage Corp., 54 N.J. 418, 425 (1969); see also N.J.A.C.

14:1-8.6(b). An administrative agency may invoke its inherent power to rehear a matter "to serve

the ends of essential justice and the policy of the law." Handlon v. Town ofBelleville, 4 N.J. 99,

107 (1950). The power to reappraise and modify prior determinations may be invoked by

administrative agencies to protect the public interest and thereby to serve the ends of essential

justice. Trap RoekIndustries, Inc. v. Sagner, I33 N.J.Super. 99, 109 (App. Div. 1975).

~ On August l, 2019, Board staff indicated that the Board intends to modify its July 20, 2019 Order to address both of
these issues; however, these modifications cannot occur before the deadline for motions for reconsideration, As
discussed further beIow, if the July 20, 2019 Order becomes final, one of JCP&L’s transition bonds would be subject
to default. Accordingly, this motion is being submitted to prevent this outcome.



The Board has stated that:

Generally, a party seeking reconsideration of a Board decision must
demonstrate special circumstances, such as material error, which
justify reconsideration of the case. Thus, where there is a new
development or new evidence relating to established facts or a
material misapprehension by the Board concerning an essential
matter, which is critical to its final determination, there is a
reasonable basis for reconsideration of the Board’s order. See, e.g.,
In re Trantino Parole Application, supra. Absent such a showing,
the Board will not reconsider its final decision.

I/M/O Comprehensive Resource Analysis of the Energy Programs Pursuant to Section 12 of the

Electric Discount and Energy Competition Act of 1999, BPU Dkt Nos. EX99050347 et al. (Order

dated July 13,2001 at pp. 23-24). The Board’s rules require that petitioners identify alleged errors

of law or fact, as well as any additional evidence, as pal"~ of a motion for reconsideration. N.J.A.C.

14:1-8.6(b).

In the instant matter, the Board’s final decision regarding the two above-listed issues

constitutes material error and JCP&L requests that the Board consider the additional evidence

discussed herein. Under N.J.S.A. 48:3-87.1 l(b)(5), the Board has the authority to establish the

value of the community solar credit on each participating customer’s bill. The Board adopted

regulations providing that the value of the credit shall be set at the retail rate, including supply and

delivery charges and excluding non-bypassable charges. N.J.A.C. 14:8-9.7(a) and (c). In the

Board’s July 20, 2019 Order, the Board held that only four charges would be considered non-

bypassable for program year one of the community solar pilot program and excluded from the

community solar credit: the societal benefits charge, the market transition charge ("MTC"), the

transition bond charge, and the zero emission certificate charge. In addition, the Board clarified

that demand charges are excluded from the community solar credit.
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Consistent with prior Board precedent, the NGC is non-bypassable and, in JCP&L’s case,

includes the MTC and, therefore, must be excluded from the community solar credit. Holding

otherwise would violate New Jersey statute and conflict with JCP&L’s bond covenants, creating

potential liability to JCP&L and the State of New Jersey. In addition, a customer charge is a fixed

charge, which, by the very nature of a fixed charge, is not conducive to apportionment as a credit

to customers based on their proportionate subscription to a community solar project. The Board

should clarify that it is proper to exclude the custo~ner charge from the community solar credit as

it compensates JCP&L for activities (e.g., meter costs and meter reading) that will continue

irrespective of whether the customer participates in the co~nmunity solar program. Accordingly,

the Board should grant reconsideration and modify its Order with respect to each of the issues

address in this Motion.

1. The Non-Utility Generation Charge includes the MTC and Should be Excluded From
the Community Solar Credit.

JCP&L is seeking that the Board revise its July 20, 2019 Order to exclude the NGC from

the community solar credit. The Board’s rationale for including the NGC, as well as certain other

rider charges, in the community solar credit is that these charges are not explicitly referred to as

non-bypassable within a statute. However, this rationale is not strictly true with respect to the

NGC. While the July 20, 2019 Order properly intends to exclude the MTC as a non-bypassable

charge, because JCP&L’s MTC is a component of its NGC, the MTC is not excluded as non-

bypassable according to the July 20, 2019 Order. JCP&L’s NGC was renamed in 2004 and

previously referred to as the MTC. In the Matter of the Verified Petition of Jersey Central Power

& Light Co. for Review and Approval of an Increase in and Adjustments to Its Unbundled Rates

and Charges for Electric Service, and for Approval of Other Proposed Tariff Revisions in

Connection Therewith, Docket No. ER02080506 (Order entered May 17, 2004). As recognized



by the Board in the July 20, 2019 Order, statutory authority exists for the non-bypassable collection

of the MTC. N.J.S.A. 48:3-61. In this circumstance, the same statutory authority that applies to

the MTC also applies to the NGC, and the NGC likewise must be excluded from the community

solar credit.

In addition, JCP&L currently collects costs via the NGC pursuant to a bondable stranded

costs rate order dated June 8, 2006. Re Jersey Central Power & Light Company, Docket No.

ER03020133 (Order entered June 8, 2006); see also JCP&L Tariff, Board of Public Utilities No.

12 Electric -Part III, 5*h Rev. Sheet No. 40 (Effective July 1, 2019). As part of the order, the

Board approved a non-bypassable recovery of these costs from all customers.2 N.J.S.A. 48:3-66(a)

provides as follows regarding the binding effect of bondable stranded costs rate orders:

The State of New Jersey...will not limit, alter or impair any
bondable transition property or other rights vested in an electric
public utitity or an assignee or pledgee thereof or a financing entity
or vested in the holders of any transition bonds pursuant to a
bondable stranded costs rate order until such transition bonds,
together with the interest and acquisition or redelnption premium, if
any, thereon, are fully paid and discharged or until such agreements
are fully performed on the part of the electric public utility, any
assignee or pledgee thereof or the financing entity or in any way
limit, alter, impair or reduce the value or amount of the bondable
transition propel~y approved by a bondable stranded costs rate
order ....

By holding that the NGC would be included within the community solar credit, the Board

effectively prohibits JCP&L from collecting the NGC from customers who participate in the

community solar program. Such an action is in conflict with N.J.S.A. 48:3-66(a), which states that

the State of New Jersey will not limit, alter, or impair the rights vested in JCP&L pursuant to a

2 "Pursuant to N.J.S.A. 48:3-67, the BGS Transition Bond Charge and the BGS MTC-Tax established by the Board
in this BSCRO will be non-bypassable and will be assessed against and collected from all customers of JCP&L or any
successor electric public utility, except as provided in NJ.S.A. 48:3-77, within JCP&L’s electric service area (as such
service area exists as of the date &this Order), until the Total Payment Requirement is discharged in full, even past
legal maturity." Re Jersey Central Power & Light Company, Docket No. ER03020133 (Order entered June 8, 2006).

4



bondable stranded costs rate order. In this case, the bondable stranded costs rate order requires a

non-bypassabIe collection of the costs associated with this bond from all customers.

Furthermore, under the terms of JCP&L’s bond indenture, an event of default includes "any

act or failure to act by the State of New Jersey or any of its agencies (including the BPU), officers

or employees that violates or is not in accordance with the pledge and agreement of the State of

New Jersey in Section 17(a) of the Competition Act (N.J.S.A. 48:3-66(a))." See Attachment A

(Section 5.01(g) of JCP&L’s Indenture). Therefore, the Board’s July 20, 2019 Order, which is in

conflict with N.J.S.A. 48:3-66(a), would result in a default of JCP&L’s bond indenture and expose

JCP&L and the State to potential liability. In an event of default, the indenture trustee is

"...entitled and empowered to the extent permitted by applicable law to institute or participate in

Proceedings reasonably necessary to compel performance of or to enforce the pledge and

agreement for the State of New Jersey...and to collect any monetary damages incurred by the

Holders or the Trustee as a result of any such Event of Default ...." Attachment A (Section 5.04(b)

of JCP&L’s Indenture))

For the foregoing reasons, the Board must revise its July 20, 20I 9 Order to hold that the

NGC is a non-bypassable charge that is excluded from the community solar credit. Without this

~nodification, the July 20, 2019 Order violates N.J.S.A. 48:3-66(a) and exposes JCP&L and the

State to potential liability as a result of the default of JCP&L’s bond indenture.

2. It is Inappropriate to Exclude the Customer Charge From the Community Solar
Credit.

The customer charge should be excluded from the community solar credit due to its nature

as a fixed charge. The Board’s community solar regulations require that community solar credits

3 The Servicing Agreement associated with this bond issuance is also attached hereto as Attachment B.
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be applied to a customer’s bill "in proportion to each subscriber’s share of the community solar

project." N.J.A.C. 14:8-9.7(n). In any month when the customer’s actual usage exceeds the

customer’s share of the community solar project, the community solar credit will only offset a

fraction of the customer’s monthly bill. Because the customer charge is a fixed charge that is the

same for all customers of each class, no current billing mechanism exists to only bill customers

for a fraction of their customer charge. Inclusion of the customer charge within the community

solar credit would require significant systems modifications at considerable expense, or

alternatively, manual effort to bill customers to apportion this charge.

In the Board’s July 20, 2019 Order, the Board states that the community solar credit should

include supply and delivery charges and exclude demand charges. Seemingly, the BPU recognized

that demand charges, which by their nature recover fixed costs associated with the capacity the

Company must install and/or reserve on its distribution system to service a customer’s load

requirements, are properly excluded from the community solar credit, as the capacity installed

and/or reserved on the Company’s distribution system is not reduced when providing service to

community solar participants. Likewise, the costs for services that the Company provides that are

collected under the customer charge are not reduced when providing service to community solar

participants.

Moreover, cost causation principles dictate that community solar participants should

continue to be charged the customer charge. The customer charge is largely comprised of meter

and meter reading costs, which inarguably are not avoided by community solar participation.

Because community solar participants are all active customers of JCP&L, they will continue to

require meter and meter reading services and should be charged accordingly. It should be noted

that the customer charge is not included in the credits provided to net metering customers.



Based on the fixed nature of the customer charge and consistent with cost causation

principles, the Board should clarify as part of its July 20, 2019 Order that the customer charge is

excluded from the community solar credit.

CONCLUSION

For the Ibregoing reasons, Jersey Central Power & Light Company respectfully requests

that the Board grant reconsideration of its Order with respect to the issues set forth herein, and

modify the Order as requested in this Motion.

Dated: August 5, 2019 Respectfully submitted,

Lauren Lepkoski
2800 PottsvilIe Pike
P.O. Box 16001
Reading, PA 19612-6001

Attorney for Petitioner,
Jersey Central Power & Light Company
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STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

In the Matter of the Community Solar Energy :
Pilot Program                           :

:

BPU Docket No. QO 18060646

VERIFICATION

I, Mark Mader, Director of Rates and Regulatory Affairs for Jersey Central Power & Light

Company, hereby state that the facts set forth in the motion for reconsideration of Jersey Central

Power & Light Company submitted in the above-referenced matter are true and correct to the best

of my knowledge, information and betief.

August 5, 2019
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INDENTURE, dated as of August 10, 2006, by and between JCP&L
TRANSITION FUNDING II LLC, a Delaware limited liability company, as Issuer, and The
Bank of New York, a New York banking corporation, in its capacity as trusteefor the benefit of
the HoIders of the Transition Bonds, itself and each Swap Counterparty, if any (in its collective
capacities, the "Trustee").

The Issuer has duly authorized the execution and.delivery of thls Indenture to
provide for one or more Series, issuable as provided in this Indenture. Each such Series will be
issued only under a separate Series Supplement to this Indent~e duly executed and delivered by
the Issuer and the Trustee. The Issuer is entering into this Indenture, and the Trustee is accepting
the trusts created hereby, each for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged and each intending to be legally bound hereby.

GRANTING CLAUSE

The Issuer hereby Grants to the Trustee for the benefit of (i) the Holders of the
Transition Bonds from time to time issued and outstanding, (it) the Trustee and (iii) each Swap
Coun.terparty (but oNy to the extent specified in any Series Supplement),. all of the Issuer’s fight,
title and interest whether now owned or hereafter acquired, in, to and under: (a) all Bondable
Transition Property, including, without.limitation, the Bondable Transition Property transferred
by the Seller to the Issuer from time to time pursuant to the Sale Agreement and all proceeds

- thereof; (b) the Sale Agreement; (c) all Bills of Sale.delivered by the Seller pursuant to the Sale
Agreement; (d) the Intercreditor Agreement; (e) the Servicing Agreement; (f) the Administration
Agreement; (g) each Interest Rate Swap Agreement, if any; (h) the Collection Account and all
sub-accounts thereof (including, without limitation, the General Subaeeount, each Series
Overeollateralization Subaecount, each Series Capital Subaccount, the Reserve Subaeeount, each
Series SubaccounL any Class Subaceount and.any Defeasance Subaeeount) and all cash,
securities, instruments, investment property or other assets deposited in Or credited to ~he
Colleetion Account or any subaccountthere0f from time to time or purchased with funds
therefrom; (i) all investment property and all o~her property of whatever kind owned ~om time
to time by the Issuer other than (x) any cash released to any Swap Counterparty by the Trustee
from the related Class Subaceount pursuant to Section 8.02(0 andthe related Series Supplement,
(y) any cash or other.property released to theIssuer.       .. by the Trustee ~om any Series Capital
Subaecount pur~ant to Section 8.02(g)(x) and (z) the proceeds from the sale ofthe Transition
Bonds used to. pay (1) the costs of issuance ofthe Transition Bonds and the Upfront Transaction
Costs and Capital Reduction Costs(as those terms are defined in the Financing Order)and
(2).the~ purchase price of the Bondable Transition Property paid pursuant to the Sale Agreement;
(j) all pre~ent and future claims, demands, causes and choses in aetionlin .respect of any Or all of
the foregoing; ~md (k) all paymenN on or under and all proceeds of every kind and nature
whatsoever in respect of any or all of the foregoing, including all proceeds of the conversion,
volunkary or involuntary, into cash or other liquid property, all eashproceeds, accounts; accounts
receivable, gene~ral imangibles,.notes, drafts, acceptances, chattel paper,:~hecks, deposit
accounts, insurance .proceeds, condemnation awards, rights to payment of any and every kind
and other forms ofobI~gations and receivables, instrLmaents and other property which at any time
constitute all or part 6f or are included in the proceeds of any of the foregoing (collectively, the
"Collateral").
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Such Grants are. made to the Trustee to have and to hold in trust to secure the
payment of Principal of and premium, if any, and interest on, and any other amounts owing in
respect of, the Transition Bonds and all fees, expenses, counsel fees and other amounts due and
owing to the Trus.tee and, if and to the extent provided in any Series Supplement, any amounts
due and owing to each Swap Counterparty, (eol.leetively, the "Secured Obligations") equally and
ratably withourpr~judiee, preference, priority or distinction, except as expressly provided in this
Indenture, and to secure performance by the Issuer of all of the Issuer’s other obligations under
this Indenture, all as provided in this Indenture.

The Trustee, as trustee on behalf of the Holders of the Transition Bonds,
acknowledges such Grant, accepts the trusts hereunder in accordance with the provisions hereof
and agrees to perform its duties herein required.

ARTICLE I

DEFINITIONS AND NCORPORATION BY P~FERENCE

SECTION 1.0t DEFINITIONS. Capitalized terms used .but not otherwise
defined in this Indenture have the respective meanings set forth in Appendix A hereto unless the
context otherwise requires.

SECTION 1.02 INCORPORATION BY REFERENCE OF THE TRUST
INDENTURE ACT. Whenever this Indenture refers to a provision of the TIA, the provision is
incorporated by reference in and made a part of this Indenture. Each of the following TIA terms
used in this Indenture has the following meaning:

"Commission" means the U.S. Securities and Exchange Commission, and any
successor thereof.

"indenture securities" means the Transition Bonds,

"indenture to be qualified" means this l~denture.

"indent~e trustee" or "institutional trustee" means the Trustee.

All other TIA terms used in this Indenture that are defined by the TIA, defined by TIA reference
to another statute or defined by Commission rule have the meanings assigned to them by such
definitions.

Indenture:
SECTION 1.03 RULES OF CONSTRUCTION. For purposes of this

(a) An accounting term not 6ther~se defined has the meaning assigned to it
in accordance with g~nerally accepted accounting principles of the United States of America as
in effect from time to time;

(b) "including" means including without limitation;

2 NY#569889
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(c) with respect to te~s defined in Appendix A hereto, words in the singular
include the plural and words in the pluralmelude the si_ngular;

(d) unless otherwise specified, references herein to Sections or Articles are to
Sections or Articles of this !ndenture; and

(e) the words "herein", "hereof’, "hereunder" and other words of similar
import refer to this Indenture as a whole and not to any partieular Article, Section or other

subdivision.

ARTICLE It,

THE TRANSITION BONDS

SECTION 2.01 FORM.

(a)    The Transition Bonds and the Trustee’s certificate of authentication shall
be in substantially the forms.set forth in the exhibitsto the related Series Supplement, with such
appropriate insertions, omissions, substitutions and other variations as are required or permitted
by this Indenture or by the related Series Supplement and may have sueh letters~ numbers or
other marks of identification and such legends or endorsements placedthereon as. may,
consistently herewith, be determined by the Manager of the Issuer executing such Transition
Bonds, as evidenced by his or her execution of such Transition Bonds. Any portion of the text of
any Transition Bond may be set forth on the reverse thereof, with an appropriate reference
thereto on the .face of the Transition Bond, Each Traasition Bond shall be dated the date of its
authentication.

(b) The Transition Bonds shall be typewritten, printed, lithographed or
engraved or produced by any combination of these methods (with o~ without steel engraved
borders), all as determined by the Manager of the Issuer executing such Transition Bonds, as
evidenced by his or her execution of such Transition Bonds.

(e) Each Transition Bond. shall bear upon its face the designation so selected
for theSeries and Class, if any, to which itbelongs. The terms of all Transititn Bonds of the
same Series shall be the same, tmless such Series is comprised of one or more Classes, in.which.
ease the terms ofa!l Transition Bonds of the sameClass shall be the same.

(d) Each Transition Bond shall state that the Competition Act provides that
the State of New Jersey pledges and agrees with the Holders of the Transition B~)nds that"the
State will not limit, alter or imp.~ any bondable transition property or other rights vested in an
electric public utility or an assignee or pledgee thereof or a financing entity or vested in the
holders of any transition bonds pursuant to a bondable stranded costs rate order until such
transition bonds, together with the interest and acquisition or redemption premium, if any,
thereon, are fully paid and discharged or until such agreements are fully performed on the part of
the electric public utility, any assignee or pledgee thereof or the financing entity or in any way

¯ limit,!alter, impair or reduce the value or. amount of the bondable transition property approved by
a bondable stranded costs rate order".                            ¯

3 NY #569889 v17
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SECTION2.02 EXECUTION, AUTHENTICATION AND DELIVERY.

(a) The Transition Bonds.shall be executed on behalf of the Issuer by a
Manager, The signature of any such Manager on the Transition Bonds may be manual or
facsimile.

(b) Transition Bonds bearing the manual or facsimile signature of an
individual who was at any time a Manager shall bind the Issuer, notwithstanding that such
individual.s or any of them have ceased to hold such offices prior to the authentication and
delivery of such Transition Bonds;

(e) At any time and from time t6 tune after the execution and delivery of this
Indenture, the Issuer may deliver Transition Bonds executed on behalf of the Issuer to the
Trustee pursuant to an Issuer Order for authentication; and the Trustee shall authenticate and
deliver such Transition Bonds as in this Indent~e and in such Issuer Order provided and not
otherwise.

(d) No Transition Bond shall be entitled to any benefit under this Indenture or
be valid or obligatory for any purpose, unless there appears on such Transition Bond a certificate
of authentication substantially in the form provided for in the related Series Supplement executed
by the Trustee by the manual signature of one of.its authorized signatories, and such certificate
upon any Transition Bond shall be conclusive evidence, and the only evidence, that such
Transition Bond has been duly authenticated and delivered hereunder,

(e) The Trustee may appoint an authenticating agent acceptable to the Issuer
to authenticate Transition Bonds. An authenticating agent may authenticate Transition Bonds
whenever the Trustee may do so. Each reference in this Indenture to authentication by the
Trustee includes authentication by such agent: An authenticating agent has the same rights as.the
Paying Agent and the Transition Bond Registrar to deal with the Issuer or any Affiliate of the
Issuer.

SECTION 2.03
IN SERIES.

DENOMINATIONS; TRANSITION BONDS ISSUABLE

(a) The Transition Bonds of eaoh Series shall be issuable as registered
Transition Bonds in the Authorized Denominations specified in the Series Supplement therefor,

(b) The Transition Bonds may, at the election of and as authorized.by a
Manager and set forth in a Series Supplement, be issued in one or more Series (each of which
¯ may be comprised of one or more Classes), and shall be designated generally as the "Transition
Bonds’.’ of the Issuer, with such.further particular designations added or incorporated in such title
for the Transition Bonds of any phrtieular Series or Class as a Manager of the Issuer may
determine and be set forth in the Series Supplement therefor.

(c) Each Sed.es shall be created by a Series Supplement authorized by a
Manager and establishing the terms and provisions of such Series and, if applicable, any Classes
thereof. The several Seres and any Classes thereof may differ as between Series and Classes, in
respect of any of the fo!low~g matters:

NYff569889
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thereof;

(i)

(ii) ..

designation of the Series and each Class thereo~,.

/he aggregate initial principal amoum of the Series and each Class

(iii) the Interest Rate or Interest Rates of the Series and each Class
thereof or the formula, if any, used to calculate the applicable Interest Rate or Interest
Rates for the Series and each Class/hereof; ¯

thereof;
(v)

the Payment Dates of the Series and each Class thereof;

the Expected Final Payment Date of the Series and each Class

Class thereof;

(vi)

(vii)

(viii)

the Final Maturity Date of the Series and each Class thereof;

the Series Issuance Datd of the Series;

the place or places for payments with respect to the Series and each

thereof;
(ix) the Authorized Denominations for the Series and each Class

(x) the provisions, if any, for redemption by the Issuer of the Series
and each Class thereof;

thereof;
(xi). the Expected Amortization Schedule for the Series and each Class

(xii)

(xiii)

(xiv)

Class thereof; and

the Overcollateralization Amount with respect to the Series;

the Required Capital Amount with respect to the Series;

the Calculation Dates and Adjustment Dates for the Series;

the credit erthaneement, if any, applieabl.e to thb Series and each

(xvi) any other terms of the Series or each Class that are not inconsistent
with the provisions of/his Indenture.

SECTION 2.04 TEMPORARY TRANSITION BONDS.

(a) Pending the preparation of definitive Transition Bonds pursuant-to Section
2.13, or, in the case of Transition Bonds held in a book-entryonly system by a Clearing Agency,
any Manager on behalf of the Issuer may execute, and upon receipt of an Issuer Order the "
Trustee shall authenticate and deliver, temporary Transition Bonds which are printed,
Iiihographed, typewritten, mimeographed o} otherwise produced, of the tenor of the definitive

5 NY#569ggPvt7



Attachement A
Page 11 0f97

Transition Bonds in lieu of which they are issued and with such variations not.inconsistent with
the terms of this Indenture and the related Series Supplement as the Manager executing such
Transition Bonds may determine, as evidenced by his or her execution of such Transition Bonds.

(b) If temporary Transition Bonds are issued, the Issuer will cause definitive
Transition Bonds to be prepared without unreasonable delay except where temporary Transition
Bonds are field in a book-entry only system by a Clearing Agency in which case the Issuer shall
not be required to prepare definitive Transition Bonds. After the preparation of definitive
Transition Bonds, the temporary Transition Bonds shall be exchangeable for definitive
Transition Bonds upon surrender of the temporary Transition Bonds at the office or agency of
the Issuer .to be maintained as provided in Section 3.02, without charge to any Holder. Upon
surrender for cancellation of any one or more temporary Transition Bonds, a Manager on behalf
of the Issuer shall execute and the Trustee shall authenticate and deliver in exchange therefor a
like Series (and, if applicable, Class) and aggregate initial principal amount of definitive
Transition Bonds in Authorized Denominations. until so exchanged, the temporary Transition
Bonds shall in all respects be entitled to the same benefits under this Indenture as definitive
Transition Bonds.

SECTION 2.05
AND EXCHANGE.

REGISTRATION; REGISTRATION OF TRANSFER

(a) The Issuer shall cause tobe kept a register (the "Transition Bond
Register") in which, subject to such reasonable regulations as it may prescribe, the Issuer shall
provide for the registration of Transition Bonds and the registration of transfers of Transition
Bonds. The Trustee shall be the registrar (the Trustee or any successor thereof in such capacity,
the "Transition Bond Registrar") for the purpose of registering Transition Bonds and transfers of
Transition Bonds as .herein provided. Upon any resignation ofany Transition Bond Registrar,
the Issuer shall promptly appoint a successor or, if it elects not to make such an appointment,
shall assume the duties of Transition Bond Registrar.

(b) If a Person other than the Trustee is appointed by the Issuer as Transition
Bond Registrar, the Issuer shall give the Trustee and any transfer, paying or listing agerh of the.
Issuer appointed pursuanI to Section 3.02(b) prompt written~ notice of the appointment of such
Transition Bond Registrar and of the location, and any change in the location, of the Transition
Bond Register; the Trustee and any suehagent shall have the right to inspect the Transition Bond "
Register at all reasonable times and to obtain copies thereof; and the Trustee and any such agent
shall have the right to conclusively rely upon a certificate executed on behalf of the Transition
Bond Registrar by a duly authorized officer thereof as to the names ~d addresses of the Holders
of the Transition Bonds and the original and Outstanding Amounts andnumber of such
Transition Bonds (separately stated by Series and, if applicable, Class).

(c) Upon surrender for registration of transfer of any Transition Bond at the
office or agency ofthe’Issuer’to be .maintained as provided in Section 3:02; a Manager on behalf
of.the Issuer shall execute, and the Trustee shall authenticate and the Transition Bondholder shall
obtain from the Trustee, in the name of the designated transferee or transferees, one or more new
Transition Bonds in any Authorized Denominations, of a like Series (and, if applieable, Class)
and aggregate initial principal amount.

6 Nv #569889v17
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(d) At the option of the Holder, Transition Bonds may be exchanged for other
Transition Bonds of a like Series (and, if applicable, Class) and aggregate initial principal
amount in Authorized Denominations, upon surrender of the Transition Bonds to be exe.hanged.
m such office or agency as provided in Section 3.02. Whenever any Transition Bonds are so
surrendered for exchange, a Manager on behalf of the Issuer shall execute, and the Trustee shall
authenticate and the Transition Bondholder shall obtain from the Trustee, the Transition Bonds
which the Transition Bondholder making the exchange is entitled to receive.

(e) All Transition Bonds issued upon any registration of transfer or exchange
of Transition Bonds shall be the valid obligations of the Issuer, evidencing the same debt, and
en~tled to the same benefits under this Indenture, as the Transition Bonds surrendered upon such
registration of transfer or exchange.

(f) Every Transition Bond presented or surrendered forregistration of transfer
or exchange shall be duty endorsed by, or be accompanied by a written instrument of transfer ir~
form satisfactory tO the Trustee d.~y executed by, the Holder thereof0r such Holder,s attorney
duly authorized in writing, withsuch signature guaranteed by an Eligible Guarantor Institution in
the form set forth in such Transition Bond.

(g) No service charge shall be made to a Holder for any registration of
transfer or exchange of Tmmition Bonds, but, other than.in respect of exehanges made pursuant
to Sections 2.04 or 9.06 not involving any-transfer, the Issuer may require payment by such
Holder ofa stma sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer Or exchange of Transition Bonds, and the fees and
expenses of the Trustee.

~) The preceding provisions 0fthis Section 2.05 notwiths .tanding, the Issuer
shall not be required to make, and the Transition Bond Registrar need not register, transfers or
exchanges of Transition Bonds selected for redemption or transfers or exchanges of any
Transition Bond for a periodof fifteen days preceding the date on which fin!l payment of
principal is to be made with respect to such Transition Bond.

SECTION 2.06
TRANSITION BONDS..

MUTILATED, DESTROYED, LOST OR STOLEN

(a) If (i) any.mutilated Transition Bond is.surrendered to the Trustee, or the
Trustee receives evidence to its satisfaction of the destruction, loss or theft of any Transition
Bond, and (it) there is delivered to the Trustee such security or indemnity as may be r~quired by
it to bold the Issuer and the-Trustee harmless, then, in the absence 0f notice to the Issuer, the
Transition Bond Registrar or the Trustee that such Transition Bond has been acquired by a bona
fide purchaser, a Manager on behalf of the Issuer shall execute, and upon a Manager’s written
request the Trustee shall authenticate anddeliver, in exchange for or in lieu of any such
mutilated, destroyed, lost or stolen Transition Bond, a replacement Transition Bondof like Series
(and, if applicable, Class), tenor and irdtial principal amount in Authorized Denominations,
beating a number not contemporaneously outstanding:, provided, however, that if any such
destroyed, lost or stolen Transition Bond, but not a mutilated Transition Bond, shall have
become or within seven days shall be due and payable, or shall have.been called for redemption,
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instead of issuing a replacement Transition Bond, the Issuer may pay such destroyed, lost or
stolen Transition Bond when so due or payable or upon the Redemption Date without surrender
thereof. If, alter the delivery of such replacement Transition Bond or payment of a destroyed,
lost or stolen Transition Bond pursuant to the proviso to the preceding sentence, a protected
purchaser of the original Transition Bond inlieu of which such replaoemeiat Transition Bond was
issued presents for payment such original Transition Bond, the.Issuer and the Trustee shall be
entitled to reoover such replacement Transition Bond (or such payment) from the Person to
whom it was delivered or any.Person taking such replacement Transition Bond from such Person
to whom such replacement Transition Bond was delivered or any assignee of such Person, except
a protected purchaser, and shalI be entitled to recover upon the security or indemnity provided
therefor to the extent of any loss, damage, cost or expense incurred by the Issuer or the Trustee" in
eormeetion therewith.

(b) Every replacement Transition Bond issued pursuant to this Section 2.06 in
replacement of any mutilated, destroyed, lost or stolen Transition Bond shall constitute an
original additional contractual obligation of the Issuer, whether or not the mutilated, destroyed,
lost or stolen Transition Bond shall be at any time enforceable by anyone, and shall be entitled to
all the benefits of this Indenture equally and proportionately with any and all other Transition
Bonds duly issued hereunder. Upon the issuaneeof any new Transition Bond under this Section,
the Issuer may require the payment of a sum sufficient to cover arty tax or other governmental
Charge that may be imposed in relation thereto and anyother reasonable expenses (ineluding the
fees and expenses of the Trustee and its counsel) connected therewith.

(e) The provisions of this Section 2,06 are exehisive and shall preeiude (to the
extent lawful) all other rights and remedies with respect to the replacement or payment of
mutilated, destroyed, 10st or stolen Transition Bonds.

SECTION 2.07 PERSONS DEEMED oWNER, Prior to due presentment
for registration of transfer of any Transition Bond, the Issuer, the Trustee and any agent of the
Issuer or the Trustee may treat the Person in whose name any Transition Bond is .registered (as of
the day of determination) as the owner of such Transition Bond for the purpose of receiving.
payments of Principal of and interest on such Transition Bond and for all other purposes
Whatsoever, whether or not such Transition Bond beoverdue, and neither the Issuer, the Trustee
nor any agent of the Issuer or the Trustee shal! be affected by notice to the contrary.

’SECTION 2.08 PAYMENT OF PRINCIPAL AND INTEREST;
1NTEt~ST ON OVERDUE PRINCIPAL; PRINCIPAL AND INTEREST.~GHTS
PRESERVED.

(a) The Transition Bonds shall accrue interest as provided in the form of
Transition Bond attached to the Series Supplement for such Transition Bonds, .at the applicable
Interest Rate or Interest Rates specified therein, and such interest shall be payable on each
Payment Date as specified therein. Any installment of interest Or Principal payable on any
Transition Bond which is punctually paid or dulyprovided for by the Issuer on the applicable
Payment Date shall be paid to the Person in whose name such Transition Bond is registered on
the Record Date for such Payment Date, in the manner specified in the related Series
Supplement, and if not specified therein, either (i) by checltmailed first-class, postage prepaid to
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such Person’s address as it appears on the Transition Bond Register on such’Record Date or (ii)
with respect to Transitioii Bonds registered on a Record Date i_n the name of the nominee of the
Clearing Agency (initially, such nominee to be Cede & Co.), by wire transfer in immediately
available funds to the account designated by such nominee, except for the finn installment of
PrineipaI payable with respect to such Transition Bond on a Payment Date, which shall be ~
payabIe as provided in clause (b) below. The ~ds represented by any such cheeks or other
mounts returned undelivered stiall be held in accordance with Section 3.03.

(b) The Principal of each Transition Bond of each Series (and, if applicable,
Class) shall be payable in installments on each Payment Date specified in the Expected
Amortization Schedule includedin the Series Supplement for such Transition Bonds, but only to
the extent that moneys are available for such payment pursuant to Section 8.02; provided, that
installments of Principal npt paid when scheduled to be paid shall be paid upon receipt of
moneys available for such purpose, in the sequential order set forth in the applieable Expected
Amortization Sehedule~ Failure to pay in accordance with such Expected Amortization Schedule
because moneys are not so available pursuant to Section 8.02 to make such payments shall not
constitute a Default or Event of Default under this Indenture. Notwithstandiiag the-foregoing, the
eniire Outstanding Principal amount of the Transition Bonds of any Series Or Class shall be due
and payable, if not previouslypaid, either (i) on the Final Maturity Date therefor, (ii) on the date
on wNchlthe Transition Bonds of all Series have been deelared immediately." dueandpayable in
aecordanbe with Section 5.02 or (iii) on the RedemptiOn Date, if any, therefor. The Trustee shall
r~otify the. Person in whose name a Transition Bond is registered, and any other Person required
under theI releva~t Series Supplement, at the close of business on the second Record Date
preceding the Payment Date0n which the Issuer expects that the final instalilment of Principal of
and interest on such Transition Bond will be paid. Such notice shallbe mailed no later Wan five
days prior to such finalPayment Date and, subject to the Issuer’s -fight to pay without surrender
pursuant to Section2.06(a); shall specify that such final installment.of Principal.will be payable
only upon presentation.and s .urrender of such Transition Bond and shall spe¢ifYthe place where
suqh.Tr.msition Bond may .be presented and surrendered for payment of suehinstallment.
Noliees. in connection with redemptions of Transition Bonds also Shall be niailed to Transition
Boladho!d~ers as provided in section 10.03.

(e) If the Issuer defaults in a payment of interest on the Transition Bonds of
any SerieS, or is in default wi. "th respe.et to any amount payable to any Swap Counterparty, the
Issuer shall pay such defaulted interest or such other amount, as the case may be, plus interest on
such defaulted interest or on Such other amount at the applicable Interest Rate or Interest Rate~ in
any lawful manner (subject to the availability of such amounts in the related Class Subaeeount,
in the.case of interest owed with respect to any Transition Bonds which have floating rates of
interest). :The Issuer may pay such defaulted interest to the Persons who are Transition
Bondholders and to any Swap Counterparty, as applicable, at the rate s.peeified in the related
Serie~ Supplement or Interest Rate Swap Agreement, respectively, on a subsequent special
record date, which date shall be at least five Business Days priorto the payment date. The Issuer

¯ shall fix or cause to be fixed any such special record date and payment date~.and, at least fifteen
days.before any such special record date, the Issuer shall mail to each affected Transition
Bondholder and the Trustee a notice that states the Special record date., the payment date and the
amount of defaulted interest to be paid.
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SECTION 2.09 CANCELLATION. All Transition Bonds surrendered for
payment, registration of transfer, exchange or redemption shall, if surrendered to any Person
other than the Trustee, be delivered to the Trustee and shall be promptly canceled by the Trustee.
The Issuer may. at any time deliver to the Trustee for cancellation any Transition Bonds
previously authenticated and delivered hereunder which the Issuer may have acquired in any
manner whatsoever, and all Transition Bonds so delivered shall be promptly canceled by the
Trustee. No Transition Bonds shall be authenticated in lieu of or .in exchange for any Transition
Bonds canceled as provided in this Section 2,09, except as. expressly permitted by this Indenture.
All canceled Transition Bonds may be held or disposed, of by the Trustee in accordance with its
standard retention or disposal policy as in effect at the time unless the Issuer shall direot by an
Issuer Order that they be destroyed or returned to it; provided~ that such Issuer Order is timely
and the Transition Bonds have not been previously disposed of by the Trustee. ~

SECTION 2.I0
TRANSITION BONDS,

AMOUNT; AUTHENTICATION AND DELIVERY OF

(a) The Issuer may issue Transition Bonds of a new Series as a Financing
Issuance or a Refunding Issuance.

(b) Transition Bonds of a new Series may from time to time be executed by a
Manager on behalf of the Issuer and delivered to the Trustee .for authentication and thereupon the
same shall be authenticated and delivered bythe Trustee upon an Issuer Request and upon
delivery by the Issuer, at the Issuer’s expense, to the Trustee ot’the following:

(i)    1’rust Action. An Issuer Order authorizing and directing the
authentication and delivery of the Transition Bonds by. the Trustee .and specifying the
principal amount of Transition Bonds to be authenticated.

(ii) Authorizing Certificate. A certified resolution of the Managers
authorizing the execution and delivery of the Series Supplement for the Transition Bonds
applied for and the exeetrtion, authentication and delivery of such Transition Bonds..

(iii) Series Supplement. A Series Supplement for the Series being
issued, which shall set fo,rth the provisions and form of the Transition Bonds of such
Series (and, if applicable, each Class thereot).~

(iv) Certificates of the Issuer,and the Seller.

,.(A) An Issuer Officer’s Certificate dated as of the Series
Issuance Date, stating:

(1) that no Default has occurred and is continuing under
this Indenture and that the issuance of the Transition.Bonds being issued
on such Series Issuance Date will not result in any Default;

(2) that the Issuer has not assigned any interest or.
participation in the Collateral except for the Grant contained in this
Indenture; that the Issuer ~has the power and authori.ty to Grant a perfected
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security interest in the Collateral to the Trustee as security hereunder; and
that the Issuer, subject to the tgrrns of this Indenture, has @anted to the
Trustee a perfected security interest that is first priority in all of the
Issuer’s fight, title and interest in, to and under the Collateral free and
cIear of any Lien, except the Lien of this Indenture; "

(3)     that the Issuer has appointed a finn of Independent
registered public aecounte~ts as contemplated in Section 8.05;

(4) that attached thereto are duly executed, true and
complete copies of the Sale Agreement, the Intercreditor Agreement and
the Servicing Agreement;

(5) that all financing statemerits with respect to the
Collateral which are required to be filed under the New Jersey UCC, the
Delaware UCC or the uniform Commercial code of any other jurisdiction
by the terms of the Sale Agreement, the Servicing Agreement or this
Indent~e have been or will-be filed as required; and

(6) that all conditions precedent provided in this
Indenture relating to the authentication and delivery of the Transition
Bonds have been complied with.

03) A Seller Officers’ Certificate, dated as of the Series
Issuance Date, to the effect that, in the case of the Bondable Transition Property
to be transferred to the Issuer on such date, immediately pi’ior to the conveyance
thereof to the Issuer pursuant to the Sale Agreement:

(1) no entity, other than the Seller, had.any ownership
interest in such Bondable Transition Property at any time; to the extent of
the Seller’s interest in the Bondable Transition Property~ such interest in
the Bondable Transition Property will be validly transferred and sold to
the Issuer free and.dear of all Liens (other than Liens created by the Issuer
pursuant to this Indenture) and such transfer will be perfected; the Seller
has the power and authority to sell ar~.d assign such interest in the
Bondable Transition Property to the Issuer; the Seller has duly authorized
such sale and assignment to the Issuer; and the Seller’s state of
incorporation is the State of New Jersey;

(2) the attached copy of the Financing Order creating
such Bondable Transition Property is true and correct and is in full force
and effect; and

(3) if the Seres Issuance Date is after the date hereof, the
representations and warranties contained in Sections 3.08(b), (d)(iv),
(d)(v) and (f)(i)-(iii) oftheSale Agreement are true as if made on the date
of conveyance of the Bondable Transition Property.
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(v) Issuer Opinion of Counsel. An Issuer Opinion of Counsel, or any
other opinion or opinions on which the Trustee may conclusively rely, portions of which
may be delivered by counsel for the Issuer and portions of which may be delivered by
counsel for the Seller and/or the Servicer, as appropriate, dated as of the Series Issuance
Date, subject to customary qualifications, substantially to the collective effect that:

(A) the Issuer has the power and authority to execute and
deliver the related Series Supplement and this Indenture and to issue the
Transition Bondsbeing issued, each 0fthe related Series Supplement and this .
Indentt~e and such Transition B6nds has been duly authorized, executed and
delivered, and thd Issuer is dulyorganized, validly existing as a limited liability
company and in good standingunder the laws of the jurisdiction of its
organization and is in good standing in any jurisdiction where it is required to be
qualified;

~) no authorization, approval or consent of any governmental
body is required for the valid issuance, authentication or delivery of such
Transition Bonds, except for any such authorization, approval or consent as has
already been obtained and such registrations as are required under .the blue sky
and securitieslaws of any State;

(̄C) the Transition Bonds’ being issued, when executed and
authenticated in accordance with the provisions of this Indenture and delivered,
will constitute valid and binding obligations of the issuer entitled to the benefits
of this Indenture and the related Series Supplement;

@) the Financing Order with respect to the related Transition
Bonds is final and n0n-appealable;

(E) this Indenture; the Sale Agreement, the Intercreditor
Agreement and the Servicing Agreement are valid arid binding agreements of the
Issuer, enforceable against the Issuer in accordance with their respective terms
except as such enforceability may be subject to bankruptcy, insolvency,
moratorium, reorganization, receivership and other similar laws a.fleeting the
rights and remedies of creditors generally and general principles ofequity
(regardless of whether such enforceability is considered in a proceeding in equity
or at law);

~) the Sale Agreement i.s a valid and binding agreement of the
Seller, enforceable against the SeIler in accordance with its terms except as such
enforceability may be subject to bankruptcy, insolvency, moratorium,
reorganization, receivership and other similar taws affecting the rights and
remedies of creditors generally and general principles of equity (regardless of
whether such enforcement isconsidered in a proceeding in equity or at law);

(G) the Servicing Agreement is a valid and binding agreement
of the Servicer, enforceable against the Servicer in accordance with its terms
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except as such enforceability.may be subject to bankruptcy, insolvency,
reorganization, receivership, moratorium and other laws affecting therights and
remedies of creditors generally and general principles of equity (regardless of
whether such enforcement is Considered in a proceeding in equity orat law);

(1) the provisions of the Sale Agreement together with
the related Bill of Sale are effective to create, in favor of the Issuer, a valid
security interest (as such term is defined in Section 1-201 of the New
Jersey UCC) in the Seller’s rights in the Bondable Transition Prope ~rty
described in the Bill of Sale (the "Transferred Bondable Transition
Property"), which security interest if characterized as a transfer for
security wil! secure the amount paid by the Issuer for such Transferred
Bondable Transition Property; it being noted that the term "security
interest’: for the purposes of this paragraph includes both a sale and a
transfer for security of an account and no Opinion will be expressed as to
the proper eharaeterizati0n of the transfer of the Transferred Bondable
Transition Property by the Seller to the Issuer;

(2)     the security interestin favor of the Issuer in the
Transferred Bondable Transition Property has been perfected; and

(3) no other security interest of any other eredRor of the
Seller is equal or prior to the security interest of the Issuer in the
Transferred Bondable Transition Property;

(I)    upon the giving of value by the Trustee to the Issuer with
respect to the Collateral,

(1) this Indenture creates in favor of the Trustee, to
secure paymem of the Secured Obligations, a valid security interest in the
fights of the Issuer in, to and under that portion of the Collateral subject to
Article 9 of the New Jersey UCC, including the Transferred Bondable
Transition Property (the "Artiel9 9 CollateraI"),

(2) upon filing of the related fiuaneing statements in
accordance with the New Jersey UCC and the Delaware UCC, such
security interest will be perfected, and

(3) based solely on a review of the search reports under
the New Jersey UCC and the Delaware UCC, no other security interest of
any other creditor of the Issuer is equal or prior to the security interest of
the Trustee in the Article 9 Collateral;

(J) thislndenture has been duly qualified under the Trust
IndentureAet and either the reiated. Series Suppiement for the Transition Bonds
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applied for has beer~ duly qualified under the Trust Indenture Act or no such
qualification of such Series Supplement is neeessiary;

(K) all instruments furnished to the Trustee hereunder Conform
to the requirements of this Indenl~e and constitute all of the documents required
to be.delivered hereunder for the Trustee to authenticate and deliver the Transition
Bonds applied for, and all conditions precedent provided for in this Indenture
relating to the authentieation and delivery of the Transition Bonds have been
compiled with;

(L) either

(1) the registration statement covering the Transition
Bonds is effective under the Securities Act of 1933, as amended, and, to
the bestof such counsel’s knowledge and information, no stop order
suspending the effectiveness of such registration statement has been issued
under the Seeun’ties Act of 1933, as amended, nor have proceedings
therefor been instituted or threatened by the Commission or

(2)     the Transition Bonds are exempt from the
registration requirements under the Securities Act of 1933; as amended;

(M) this Indenture has been duly authorized, executed and
delivered by the Issuer;

(N) the Sale Agreement and the Servicing Agreement have
been duly authorized, executed and delivered by each of the parties thereto; and

.(O) the Issuer is not now-and, following the issuance of the
Transition Bonds, will not be, required to be registered under the Investment
Company Act of 1940, as amended.

(vi) Issuer Officer’s Ceraficate Regarding Accountant’s Certificate or
Opinion. An Issuer Officer’s Certificate, dated as ~.of the Seres Issuance Date, to the
effect that the Issuer has received a letter addressed to the Issuer complying wifla the
requirements of Section 1 !.01, of a firm of Independent registered public: aeeotmtants of
recognized national reputation to the effect that (A) such accountants are Independent
with respect to the Issuer within the meaning of this Indenture and ~) with respect to the
Collateral, they have made certain specified reealculations of calculations and
information provided by the Issuer for the purpose of determining that;based on eertaha
specified assumptions us:ed in calculating the Transition Bond Charge wi.th respect.to .the
related Transferred Bondable Transition Property, as of the Series Issuance Date for such
Series, after giving effect to the issuance of such Seres and the applieati0n of the
proceeds therefrom, and taking into account any amounts on deposit in the Reserve
Subaceount, the Transition Bond Charge will be sufficient to pay (1) assmed Operating
Expenses when incurred, plus (2) any amounts due under each Interest Rate Swap
Agreement, if any when due, plus (3) the Overeollateralization Amount, if any, for such
Series set forth in the Pr0speetus (as sueh term is defined in the Underwriting
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Agreement), plus (4) interest on the Transition Bonds at their respective Interest Rates
when due as set forth in the Prospectus, plus (5) principal of the Transition Bonds in
accordance with the Expected Amortization Schedule set forth in the related Series
Supplement, as of each Payment Date and found such calculations to be mathematically
coI~e~t.

(vii) . Required CapitalAmount, Evidence satisfactory to the Trustee
that the Required Capital Amount for such Series has been credited to the Capital
Subaecount for such Series.

(viii) Rating Agency Approval. If there are any Outstanding Series or
Classes, or any outstanding transition bonds issued by JCP&L Tramition Funding LLC,
ineluding the Series 2002-A Transition Bonds issued on June 1 i, 2002 (the "Series 2002- .
A Transition Bonds"), written notice from each Rating Agency that such action will not
result in a reduction or withdrawal of the then current rating or ratings by such Rating
Agency of any such Otastanding Series or Class or outstanding Series 2002-A Transition
Bonds.

(ix) Bill of Sale. If the issuance of an additional Series is a Financing
Issuance, the Bill of Sale delivered to the Issuer under the Sale Agreement with respect to
the Bondable Transition Property beingpurehased with the proceeds of such Financing
Issuance.

(x) Moneys for Refunding. If~e issuance of a Series is a Refunding
Issuance, the amount of money necessary to pay premiums, if any, and the outstanding
Principal balance of and interest on the Transition Bonds being refunded to the
Redemption Date for the Transition Bonds being refunded upon redemption, such money
to be deposited into a separate account with the Trustee.

SECTION 2. t 1 BOOK-ENTRY TRANSITION BONDS. Unless otherwise
specified in the related Series Supplement, each Series, upon original issuance, will be issued in
the form ofa i3~written Transition Bond or Transition Bonds representing the Book-Entry
T̄ransition Bonds, to be delivered to the Trustee as custodian for The Depository Trust Company,
.the initial Clearing Agency, by, or on behalf of, the Issuer. Such Transition Bond shall initially
be registered on the Transition Bond Register in the name of Cede & Co., the nominee of the

¯ initial Clearing Agency, and no Transition Bond Owner wilt receive a definitive Transition Bond
representing such Transition Bond Owner’s interest iiasueh Transition Bond, except as provided
in Section 2.13. Unless and until definitive, fully registered Transition Bonds (the "Definitive
Transition Bonds") have been issued to Transition Bondholders pursuant to Section 2.13:

(a) the provisions of this Section. 2.11 shall be in full force and effect;

(b) the Transition Bond Registrar and the Trustee shall be entitled to deal with
the then acting Clearing Agency for all purposes of this Indenture (including the payment of
Principal of and interest on the Transition Bonds and the giving of instructions or directions
hereunder) as the sole Holder of the Transition Bonds, and shall have no obligation to the
Transition Bond Owners;
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(e) to the extent ihat the provisions of this Section 2.11 conflict with any other
provisions of this Indenture, the provisions of this Section 2.11 shall control;

(d) the rights of Transition Bond Owners shall be exercised only through the
then acting Clearing Agency and shall be limited to those established by law and agreements
between such Transition Bond Owners and the Clearing A. gency or the Clearing Agency
Participants. Pursuant to the DTC Agreement, unless and until Definitive Transition Bonds are
issued pursuant to Section 2.13, the initial Clearing Agency will make book-entry transfers
among the Clearing Agency Participants and receive and transmit payments of Principal of and
interest on the Transition Bonds to such Clearing Agency Participants; axtd

(e) whenever this Indenture requires or permits actions to be taken based upon
instructions or directions of Holders evidencing a specified percentage of the Outstanding
Amount of the Transition Bonds or a Series or Class thereof, the Cleating Agency shall be
deemed to represent such percentage only to the extent that it has received instructions to such
effect ~om Transition Bond Owners or Clearing Agency Participants owa~ng or representing,
respectively, such required percentage of the beneficial interest.in the Transition Bonds or such
Series or Class and has delivered such instructions to the Trustee.

SECTION 2,12 NOTICES TO CLEARING AGENCY. Whenever a notice
or other communication to the Transition Bondholders is required under this Indenture, unless
and until DefinitiVe Transition Bonds shall have been issued to Transition Bond Owners
pursuant to Section 2.13, the Trustee shall give all such notices and communications specified
herein to be given to Transition Bondholders ’to the Clearing Agency, and shall have no
obligation to the Transition Bond Owners.    ’ ~

SECTION 2.13 DEFINITIVE TRANSITION BONDS.

(a) If (i) the Issuer advises the Trustee in writing that the then aetS.’ng Clearing
Agency is no longer willing or able to properly discharge its responsibilities aS depository with
respect to any Series or Class and the Issuer is unable to locate a qualified.successor, (ii) the
Issuer, at its option, advises the Trustee in writing that it elects to terminate the book-entry
system through the Clearing Agency with respect toany Series or Class or.(iii) after the.
oeeurrefiee of an Event of Default, Transition Bond Owners representing beneficial interests
aggregating at least a majority of the Outstanding Amount of the Transition Bonds of all Series
advise the Trustee through the Clearing Agency in writing that the continuation of a book-entry
system through the Clearing Agency is no longer in the best interests of the Transition Bond
Owners, then the Cleating Agency shall notify all affected Transition Bond Owners and the
Trustee of the occurrence of any such event and of the availability of Definitive Transition
Bonds to affected Transition Bond Owners requesting the same. Upon surrender to the Trustee
of the typewritten Transition Bond or Transition Bonds representing the Book-Entry Transition
Bonds by the Clearing Agency, accompanied by registration instructions, a Manager on behaff of
the Issuer shall execute and the Trustee shall authenticate the Defi~tive Transition Bonds in
accordance with the instructions of the Clearing Agency. None of the Issuer, the Transition
Bond Registrar or the Trustee shall be liable-for any delay in delivery of such instructions and
may conclusively rely on, and shall be protected in relying on, such instructions. Upon the
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issuance of Definitive Transition Bonds, the Trustee shall reco~e the Holders of the Definitive
Transition Bonds as Transition Bondholders.

(b) Definitive Transition Bonds will be transferable and exchangeable" at the
offices of the Transition Bond Registrar,

ARTICLE III

cOVENANTS

SECTION 3.0I PAYMENT OF PRINCIPAL AND INTEREST. The
Issuer will duly and punctually pay, or will cause the Servicer to duly and punetually pay, the
Principal.of and interest on the Transition Bonds in accordance with the terms of the Transition
Bonds and this Indenture; provided, however, that except on the Final Maturity Date or the
Redemption Date for a Series or Class or upon the acceleration of the Transition Bonds pursuant
to Section 5.02, the Issuer shall onIy be obligated to pay the Principal of such Transition Bonds
on each Payment Date therefor to the extent moneys are available for such payment pursuant to
Section 8.02. Amounts properly withheld under the Code by any Person from a payment to any
Transition Bondholder of interest-or Principal shall be considered as hav~g been paid by the .
Issuer to such Transition Bondholder for all purposes of this Indenture.

SECTION 3.02 MA~TENANCE OF OFFICE .OR AGENCY.

(a) So long as any of the Transition Bonds remain Outstanding, the Issuer will
maintain in the Borough of Manhattan, The City of New York, an office or agency where
Transition Bonds may be surrendered for registration of transfer or exchange, and where notices
and demands to or upon the Issuer in respect of the Transition Bonds and this Indenture may be
served. The Issuer hereby initially appoints the Trustee to serve as its agent for the foregoing
purposes. The Issuer will give prompt written notice to the Trustee and any agent appointed
pursuant to clause (b) below of the location and identity, and ofany change in the location or
identity, of any such office or agency. If at anytime the Issuer shall fail to maintain any such
office or agency or shall fail.to furnish the Trustee and each such agent with the address thereof,
such surrenders, notices and demands may be made or served at the Corporate Trust Office, and.
the Issuer hereby appoints the Trustee as its agent to reeeive all such surrenders, notices and
demands.

(b) To the extent any of the Transition Bonds are listed on the Luxembourg
Stock Exchange and the rifles of such exchange so require, (i) the Issuer will maintain in
Luxembourg (A) an office and a transfer agent where Transition Bonds may be surrendered for
registration of transfer or exchange, 03) an office and a listing agent where notices and demands
to or upon the Issuer in respect of the Transition Bonds and this Indenture may be served, and
(C) an office and a paying agent where payments in respect of the Transition Bonds .may be
made and (it) any reference in this Indenture to the office or agency of the Issuer referenced in
Section 3.02(a) shall also refer to Such of-flees, and the transfer, listing .and paying agents, of the
ISsuer in Luxembourg, as applicable. The Issuer shall give the Trustee and any other agent
appointed under this Section 3.02(b) prompt written notice of the location and identity, and of
any change in the location or identity, of any such office or agency.
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SECTION 3,03 MONEY FOR PAYMENTS TO BE HELD IN TRUST.

(a) As provided in Section 8.02(a)~ all payments of PrinclpaI of and interest
on the Transition Bonds that are to be made from amounts withdrawn from the Collection
Account pursuant to Section 8.02(g) or Section 4.03 shall be made On behalf of the Issuer by the
Trustee or by another Paying Agent, and no amounts so withdrawn from the Collection Account
for payments of Transition Bonds shall be paid over to the Issuer except as provided in fl~s.
Section 3.03 and in Section 8.02.

(b) The Issuer shall cause each Paying Agent other than the Trustee to execute
and deliver to the Trustee an instrument in which such Paying Agent shall agree with the Trustee
(and if the Trustee acts as Paying Agent, it hereby so agrees), subject to the provisions .of this
Section 3.03, that sueh Paying Agent will:

(i)    hold all sums held by it for the payment of Principal of or interest
on the Transition Bonds in trust for the benefit of the Persons entitled thereto until such
sums shall be paid to such Persons or otlierwise disposed of as herein provided and pay
such stuns to such Persons as herein provided;

(ii). give the Trustee written notice of any Default by the Issuer (or any
other obligor upon the Transition Bonds) of which the Paying Agent has actual
knowledge in the making of any payment required to be made with respect to the
Transition Bonds;

(iii) at any time during the continuance of any such Default, upon the
written request of the Trustee, forthwith pay to the Trustee all sums so held in trust by
such Paying Agent;

(iv) immediately resign as a Paying Agent and forthwith pay to the
Trustee all sums held by the Paying Agent in trust for the payment of Transition Bonds if
at any time the Paying Agent ceases to meet the standards required to be met by a Paying
Agent at the time of its appointment; and

(v) comply with all requirements of the Code .with respect to the
withholding from any payments made by it on any Transition Bonds of any applicable
withholding taxes imposed thereon and with respect to any applicable reporting
requirements in connection therewith.

(c) The Issuer may at any time, for the purpose of obtaining the satisfaction
and discharge of this Indenture orgor any other purpose, by Issuer Order direet any paying Agent
to pay to the Trustee all sums held in trust by such Paying Agent, such sums to be held by the
Trustee upon the same trusts as those upon whiehthe sums were held by such Paying Agent; and
upon such payment by.any Paying Agent to the Trustee, such Paying Agent shall be released
from all further liability with respect to such money.

(d) Subject to applicable !aws with respect to escheat, offimds, any money
held by the Trustee or any Paying Agent in trust for the payment of any amount of principal of or
interest on any Transition Bond and remaining unclaimed for two years after such amount has
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become due and payable shall be discharged from such trust and be paid to the Issuer upon Issuer
Order; and the Holder of such Transition Bond shall thereafter, as an unsecured general creditor,
took only to the Issuer for payment thereof(but only to the extent of the amounts so paid to the
Issuer), and all liability of the Trustee or such Paying Agent with respect to such trust money
shall thereupon cease; provided, however, that the Trustee or such Paying Agent, before being.
required to make any such re_payment, may at the expense of the Issuer cause to be published
once, in a newspaper published in the English language, customarily published on each Business
Day and of general circulation in The City of New York; and in an Authorized Newspaper,:
notice that such money remains unclaimed and that, after.a date specified therein, which shallnot
be less than thirty days from the date of such publication, any unclaimed balance of such money
then remaining will be repaid to the Issuer. The TruStee may also adopt .and employ, at the
expense of the Issuer, any other reasonable means of notification of such repayment (inehding
mailing notice Of such repayment to Holders whose Transition Bonds have been called but have
not l~een surrendered for redemption or whose right to or interest in moneys due .and payable but
not’claimed is determinable from the records of the Trustee or of any Paying Agent, at the last
address of r~eord for each such Hoid~r).

SECTION 3.04 EXISTENCE. Subject to Section 3.10, .the Issuer shall
keep in full effect its existence, fights and franchises as a limited liability.company under the
laws of the State of Delaware (unless it becomes, or any successor Issuer hereunder is or
becomes, organized under the laws of any other State or of the UNted States of America, in
which ease the Issuer will keep in full effect its existence, rights and franchises under the laws of
such.other jurisdiction) and will obtain and preserve its qualification to do business in .each
jurisdiction in which such qualification is orshall be necessary to protect the Validity and
enforceability of this Indenture, the Transition Bonds, the other Basic Documents, the Collateral
and each other instrument or agreement refereneedherein Or therein.

sECTION 3.05 PROTECTION OF COLLATERAL. (a) The Issuer shall
from time to time execute and deliver all such supplements and amendmentshereto andall such
filings, financing statements, continuation statements, instruments of further assurance and other
insmunents, and shall take such other action necessary or advisable to:

(i) maintain and preservethe Lien and security interest (and the
priority thereof)of this Indenture or carry out more effectively the purposes hereof;

(it) perfect, publish notice of or protect the validity of any Grant made
or to be made by this Indenture;

(iii) enforce any of the Collateral, including its rights under each
Interest Rate Swap Agreement;

(iv) . preserve and-defend title to the Collateral and the rights of the
Trustee and the Transition Bondholdersin the Collateral against the claims of all Persons
and pa~es; and

Collateral.
pay any and all taxes levied or assessed upon all or any part of the
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(b) The Issuer hereby designates the Trustee as its agent and attome~c-in-fact
to execute any filing with the BPU, financing statement, continuation statement or other
instnm~ent required by the Trustee pursuant to this Section 3.05.

SECTION 3.06 OPINIONS AS TO COLLATERAL.

(a) Promptly after the execution and delivery of this Indenture, promptly after
each Series Issuance Date, if any, .and on or before May 31 in each calendar year, while any
Series is outstanding, com.meneing May 31, 2007, the Issuer Shall furnish to the Trustee an Issuer
Opinion of Counsel either stating that, in the opinion of such counsel, such action has beentaken
pursuant to the New Jersey UCC and Delaware UCC so as to maintain the effectiveness of the
Lien and security interest created by this Indenture and reciting the details of Such action or
stating that in the opinion of such counsel no such action is necessary to maintain such Lien and
sectary interest, and no other Lien or security interest is equal or prior to the Lien and security
interest of the Trustee inthe Collateral. Such Issuer Opinion of Counsei shall also describe the
execution and filing of any filings pursuant to the New Jersey UCC and the Delaware UCC of
financing statements, continuation statements and other instruments that will, in the opinion of
such counsel, be required to maintain the Grant, Lien and security interest 0f this Indenture until
May 31 in the following calendar year.

(b)    Prior to the effectiveness of any amendment to the SateAgreement or the
Servicing Agreement,~ the Issuer shall furnish to the Trustee an Issuer Opinion of Counsel either
(i) stating ~at, in the opinion of such counsel, all actions, with respect to filings, including filings
pursuant to the New Jersey UCC and the Delaware UCC, have been taken that are.necessary
fully to maintain the Lien and security interest of the Issuer in the Transferred Bondable
Transition Property and the Lien and security interest of the Trustee in the Transferred Bondable
Transitional Property and the Other Collateral, respectively, and reeiting the details of such
filings or referring to prior Issuer Opinions of Counsel in which such details are .given, 0r (ii)
stating that, in the opinion of such counsel, no such action shall be necessary to maintain such
Liens.and security interests.

SECTION 3.07 PERFORMANCE OF OBLIGATIONS.

(a) The Issuer (i) shall diligently p~sue any and all actions to enforce its
right~ under each instrument o~r agreement included in the Collateral. and (ii) shall not take any
action and will use its best efforts not to permit any action to be taken by others that would
release any Person from any of Such Person’s covenants or obligations under any such.
insmament or agreement or that would result in the amendment, hypothecation, subordination,
termination ordischarge of, or impair the validity or effectiveness of, any such instrument or
a.greement, except, in each case, as expressly provided in this Indenture, the Sale Agreement, the
Servicing Agreement, any Interest Rate Swap Agreement or any other Basic Document.

(b) The Issuer.may contract with other Persons to assist it in performing its
duties under this Indenture, and any perfo .rmance of such duties by a Person identified to the
Trustee in an Issuer Officer’s Certffieate shall be deemed to be action taken by the Issuer.
Initially, the Issuer has contracted with the Administrator to assist the Issue~ in performing its
duties under this Indenture.
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(e) The Issuer shall punctually perform and observe all of its obligations and
agreements contained in the Sale Agreement, this Indenture and any supplements hereto, the
Servicing Agreement, each Interest Rale Swap Agreement and in all other instrtiments and
agreements included in the Collateral.

SECTION 3.08 NEGATIVE COVENANTS. The Issuer shall not:

(a) except as expressly permitted by this Indenture, the Sale Agreement, the
Servicing Agreement, any Interest Rate Swap Agreement or any other Basic Document, sell,
transfer, exchange or otherwise dispose of any of the Collateral, unless directed to do so by the
Trustee in accordance with Article V;

(b) claim any credit on, or make any deduction from the Principal Or
premium, if any, or interest payable in respect of, the Transition Bonds (other than amounts
properly withheld from such payments under the Code or pursuant to any Interest Rate Swap
Agreement) or assert any claim against.any present or former Transition Bondholder by reason
of the payment of taxes levied orassessed upon the Issuer or any part of the Collateral; or

(e) (i) permit the validity or effectiveness of this Indenture to be impaired, or
permit the Lien of this Indent~e to be amended, hypothecated, subordinated,, terminated or
discharged, or permit any Person to be released from any covenants.or obligations with respect to
the Transition Bonds under this Indenture.except, as to each of the foregoing, as may be
expressly permitted hereby, (ii) permit any Lien (other than the Lien created by this Indenture) to
be created on or extend to or otherwise arise upon or burden the Collateral or any part thereof,
any interest therein or the proceeds thereof or (iii) permit the Lien of this Indenture not to
constitute ~i continuing valid first priority se(urity interest in the Collateral.

SECTION 3.09 ANNUAL STATEMENT AS TO COMPLIANCE. The
Issuer will deliver to the Trustee, within 120 days after the end of each fiscal year of the Issuer
(commencing with the fiscal year 2006), an Issuer Officer’s Certificate Stating~ as tO the Manager
signing such Issuer Of~eer’s Certificate, that:

(a) a review of the activities of the Issuer during such year (or relevant portion
thereof) and of performance under this Indenture has been made under such Manager’s

supervision; .and

(b) to the best of such Manager’s knowledge, based on such review, theIssuer ’
has complied with all conditions and covenants under this Indenture throughout such calendar
year (or relevant portion thereof), Or, if there has been a default in complying with any such
condition or covenant, describing each such default and the nature and status thereo£

SECTION 3.10 ISSUER MAY CONSOLIDATE, ETC., ONLY ON
CERTAIN TERMS.. The Issuer shall not consolidate or merge with or into any other Person or
sell, in one or a series of related transactions, substantiallyall of its assets to any other Person or
dissolve, unless:

(a) the Person (if other than the Issuer) formed by or Surviving such
eons01idation or merger or to whom substantially all of such assets .are sold shall be a Person
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¯ organized and existing under the laws of the United States of America or any State and shall
expressly assume by an indent~e supplemental hereto, executed and delivered to the Trustee, in
form satisfactory to the Trustee, the due and punctual payment of the Principal of and premium,
if any, and interest on all Transition Bonds and the performance of every agreement and
covenant of this Indenture on the part of the Issuer to be performed or observed, all as provided
herein and in the applicable S~ries Supplement or Series Supplementsi

(b) the Person (if other than the Issuer) formed by or surviving such
consolidation or merger or to whom substantially all of such assets are sold shall expressly
assume all obligations and succeed to all rights of the Issuer under the Sale Agreement, the
Administration Agreement, the. Servicing Agreement and each Interest Rate Swap Agreement
pursuant to an assignment and assumption agreement executed and delivered to the Trustee, in
form satisfactory to the Trustee;

(e) immediately after giving effect to such eonso!idation, merger or sale, no
Default or Event of Default shall have occurred and be continuing;

(d) prior notice, of such consolidation, merger or sale shall be given tothe
Rating Agencies and the then current ratings on any Outstanding Transition Bonds shall not be
withdrawn or downgraded in cormeetion with such eonsolidation, merger or sale;

(e) the Issuer shall have received an Issuer Opinion of Counsel (and shall
have delivered copies thereof to the Trustee) to the effect that such consolidation, merger or sale
(i) will not have any material adverse tax consequence to the Issuer or any Transition
Bondholder, (ii) complies with this Indenture and all of the conditions precedent herein relating
to such transaction and (iii) will result in the Trustee maintaining a continuing valid first priority
perfected seetMty interest in the Collateral;

(f) neither the Bondable Transition Property nor the Financing Order nor the
rights of the Seller, the Servicer or the Issuer under the Competition Act or the Financing Order
shall be impaired thereby; and

(g) any action as is necessary to maintain the Lien created by this Indenture
shall have been taken.

SECTION 3.11 SUCCESSOR OR TRANSFEREE.

(a) Upon any consolidation or merger of.the Issuer in accordance with Section
3.!0,.the Person formed by or surviving such consolidation or merger (if other than the Issuer)
shall succeed to, and be substituted for, and may exercise every fight and power of, the Issuer
under this Indenture with the same effect as if such Person had been named as the Issuer herein.

(b) Upon any sale by the Issuer of substantially all ,of its assets in accordance
with Section 3.10, JCP&L Transition Funding II LLC will be released from every covenant and
agreement of this Indenture to be observed or performed on the part of the Issuer with re~pect to
the Transition Bonds and from every covenant and agreement of the Sale Agreement, the
Administration Agreement, the Servicing Agreement and each Interest Rate Swap Agreement to
be observed or performed on the part of the Issuer.           "
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SECTION 3.12 NO OTHER BUSINESS. The Issuer shall not engage in
any business other than purchasing and owning Bondable Transition Property, issuing Transition
Bonds from time to time, pledging its interest in the Collateral to the Trustee under this Indenture
in order to secure the Transition Bonds and other Secured Obligations, entering into the Basic
Doelnnents and all other agreements relating to the Transition Bonds and performing its
obligations thereunder and performing activities that are necessary, suitable or Convenient to
accomplish these purposes or are incidental thereto.

NO BORB.OWtNG. The Issuer shall not issue, incur,
assume, guarantee or otherwise become liable, directly or indirectly, for any indebtedness except
for the Transition Bonds and except as contemplated by the Basic Documents and the
Underwriting Agreement.

SECTION 3,14 GUARANTEES, LOANS, ADVANCES AND OTHER
LIABILITIES. Except as contemplated by the Basic Documents, the Issuer shall not make any
loan or advance or credit to, or guarantee (directly or indirectly or by an instnmaent having the
effect of assuring another’s payment or pelfformance on any obligation or capability of so doing
or otherwise), endorse or otherwise become contingently liable, directly or indirectly, in
connection with the obligations~ stock or dividends of, or Own, purchase, repurchase or acquire
(or.agree contingently to do so) any stock, obligations, assets or securities Of, or any other
interest in, or make any capital contribution to, any other Person, other than any Eligible
Investments.

SECTION 3.15 CAPITAL EXPENDITURES. The Issuer shall not make
any expenditure (by long-term or operating lease or otherwise) for capital assets..(either realty or
personalty) other than Bondable Transition Property purchased from the Seller pursuant to, and
in accordance with, the Sale Agreement.

SECTION 3.16 RESTRICTED PAYMENTS. The Issuer shall not, directly
or indirectly, (a) pay any dividend or make any distribution (by reduction of capital or~
otherwise), whether in cash, property, securities or a combination thereof, to any owner ofa
beneficial interest in the Issuer or otherwise with respect to any ownership or equity interest in,
or ownership security Of, the Issuer~ (b) redeem, purchase, retire or otherwise acquire for value
any such ownership or equity interest or security or (e) set aside or othervdse segregate any
amounts for any such purpose; provided, however, thatif no Event of Default shall have
oeeua’red and be continuing or would otherwise result from such payment, the Issuer may make,
or cause to be made, any such distributions to any owner of a limited liability ~ompany interest
in the Issuer or otherwise with respect to any ownership or equity interest or security in or of the
Issuer using funds either distributed to the Issuer pursuant to Section 8.02(g) or which are not
otherwise subject to the Lien of this Indenture, to .the extent that such distributions .would not
cause the book value of the remaining equity in the Issuer to decline below 0.5% of the initial
prineipaI amount of all Series which remain outstanding. The Issuer wi!l not, directly or
indirectly, make payments to or distributions from the Collection Account except in accordance
with the Basic Documents..

SECTION 3.17     NOTICE OF EVENTS OF DEFAULT. The Issuer agrees
to deliver to the Trustee and the Rating Agencies written notice in the form of anIssuer Officer’s
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Certificate of any Default or Event of Default hereunder or under any of the Basic Documents,
its status and what action the Issuer is taking or proposes to take with respect thereto within five
Business Days after the occurrence thereof.

SECTION 3.18 INSPECTION. The Issuer agrees that, on reasonable prior
notice, it will permit any representative of the Trustee, during the Issuer’s normal business hours,
to examine all the books of account, records, reports and other papers of the Issuer, to make ’
copies and extracts therefrom, to muse such books to be audited annually by Independent
registered public accountants, and to discuss the Issuer’s affairs, finances and accounts with the
Issuer’s officers, employees and Independent registered publie accountants, all at such
reasonable ~es and as’often as may be reasonably requested. The Trustee shall and shall cause
its representatives.to hold in confidence all such information except, to the extent disclosure may
be required by law (and all reasonable applications for confidential treatment are unavailing) and
except to the extent that the Trustee may reasonably determine that such disclosure is consistent
with its obligations hereunder..

SECTION 3.19 ADJUSTED OVERCOLLATERALIZATION BALANCE
SCHEDULES. Not later than the date on whleh a new Series is issued.or any outstanding Series
is redeemed or defeased, the Issuer shall deliver to the Trustee a replacement Sehedute A to the
related Series Supplement, adjusted to reflect such issuance, redemption or defeasance and
setting forth the Scheduled OvercolIateralization Level for each Payment Date with respect to
eachSeries.

SECTION 3.20 SALE AGREEMENT, INTERC1LEDITOR
AGREEMENT, SERVICING AGREEMENT AND INTEREST RATE SWAP AGREEMENT
COVENANTS.

(a) The Issuer agrees.to take all such lawfial actions to enforce its rights under
the Sale Agreement, the Intercreditor Agreement, the Servicing Agreement and each Interest
Rate Swap Agreement and to compel or secure the performance and observance by the Seller,
the Servicer and each Swap Counterparty, of each of their reS-peetive obligations to the Issuer
under or in Connection with the Sale Agreement, the Intercreditor Agreement, the Servicing
Agreement and applicable Interest Rate Swap Agreement, respectively, in accordance with the
terms thereof. So 10rig as no Event of Default occurs and is continuing, but subject to Section
3.20(f), the Issuer may exercise any and a!l rights, remedies, powers and privileges lawfully
available to the Issuer under or in connection with the Sale Agreement, the Interereditor
Agreement, the Servicing Agreement and each Interest Rate Swap Agreement:

(b) If an Event of Default occurs and is continuing, the Trustee may, and, at
the direction (which direction shall be in writing) of (i) with respect to the Sale Agreement, the
Intercreditor Agreement or the Servicing Agreement, the Holders of a majority of the
Outstanding Amount of the Transition Bonds of all Series, voting together as a single class, or
(ii) with respect to any Interest Rate Swap Agreement, the Holders of that percentage of the
Outstanding Amount of the Transition Bonds of the related Class specified in the related Series
Supplement, shah exercise all fights, remedies, powers, privileges and claims of the Issuer
against the Seller, the Servicer or Swap Counterparty under or in connection with the Sale
Agreement, the Servic’mg Agreement and related I~terest Rate Swap Agreement, respectively,
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including the right or power to take any action to compel or secure performance or observance
by the Seller, the Servicer or Swap Counterparty of each of their respective obligations to the
Issuer thereunder and to give any consent, request, notice, direction, approval, extension or
waiver under the Sale Agreement, the Servicing Agreement and Interest Rate Swap Agreement,
and any fight of the Issuer to take such action shall be suspended.

(c). With the consent of the Trustee,the Sale Agreement, the Intercreditor
Agreement and the Servicing Agreement may be amended, provided notice of the substance of
the amendment is given to each Rating Agency, at any time and from time to time, without the
consent of the Transition Bondholders, or the c0unterparty under any Interest Rate Swap
Agreement; provided, however, such amendment may not adversely affect in any material
respect the interests of any Transition Bondholder or any eounterparty under any Interest Rate
Swap Agreement without the consent of the Holders of a majority of the Outstanding Amount of
the Transition Bonds of each Series or Class and each such counterpart3,, in each case materially
and adversely affected ,thereby. Further, With the written consent of the Trustee and the related
counterparty under an Interest Rate Swap Agreement, such Interest Rate Swap Agreement may
be amended, at any time and from time to time, so long as prior notice is provided to theRating
Agencies and the then current ratings on any Outstanding Transition Bonds are not withdrawn or
downgraded by the Rating Agencies. However,. such amendment may not adversdy affect in
any material respect the interest of any Transition Bondholder or .counterparty under an Interest
Rate Swap Agreement without the written consent 0fsixty-six and two thirds percent of the
Holders of the Outstanding Amount of the Transition Bonds ’of each Series or Class and each
such counterpart3, materially and adversely affected thereby.

(d) If the Issuer, the Seller, the Servicer or any Swap Counterparty proposes to
amend, modify, waive, supplement, terminate or surrender, or agree to any amendment,
modification, waiver, supplement, termination, or surrender of, the terms of the Sale Agreement,
the tntercreditor Agreement, the Servicing Agreement or any Interest Rate Swap Agreement, or
waives timely performance or observance thereunder by the Seller, the Servicer or any Swap
Counterparty, respectively, in each ease in’such a Way as would materially and adversely affect
the interests of any Class of.any Series of Transition Bondholders or the eounterparty under any
Interest Rate Swap Agreement, the Issuer shall f~st notify the Rating Agencies of the proposed
amendment, modification, supplement, waiver, termination or Surrender. After sending such
notification to the Rating Agencies, the Issuer.shall notify the Trustee in writing and the Trustee
shall notify the Transition Bondholders and each counterparty under anInterest Rate Swap
Agreement, of the proposal. With respect to any such proposed a~fion related to the Sale
Agreement and the Servicing Agreement, .the Trustee shall consefit to.such proposed action only
(i) with the written consent of the Holders of a majority of the Outstauding Amount 0f the
Transition Bonds of each Class Of each Series and each eounterparty under an Interest Rate Swap
Agreement, in each casematerially and adversely affected thereby and(ii) upon written notice of
the substance of the proposed action to the Rating Agencies and the Rating Agencies’ subsequent
confirmationthat the then current ratings on any Outstanding Transition Bonds will not be
withdrawn or downgraded by the Rating Ageneiei (except that with regard to Moody’s and Fitch
it will be sufficient to provide tendays’ prior notice of any such-action). With:respect to any
such proposed.action related to any Interest Rate Swap Agreement, the Trustee shall consent to ’
such proposed aetioh only (y) with the written consent of the Holders re.presenting s~xty-six and
two-thirds percent of the Outstanding Amount of the Transition Blonds of:the related Series or
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Class, and each counterpart5’ under an Interest Rate Swap Agreement, in each case matedally
and adversely affected thereby and (z) upon written notice of the substance of the proposed
action to the Rating Agencies and the Rating Agencies’ subsequent confirmation that the then
current ratings on any Outstanding TransitionBonds will not be withdrawn or downgraded by
the Rating Agencies (except that with regard to Moody’s and Fitch it will be sufficient to provide
ten days’ prior notice of any such action). If any such amendment, modification, supplement,.
waiver, termination or surrender shall be so consented to by the Trustee or such Holders, the
Issuer agrees to execute and deliver, in its own name and at its own expense, such agreements,
instruments, consents and other, documents as shall be necessary or appropriate in the
circumstances. For so long as any of the Transition Bonds are listed on. the Luxembourg Stock
Exchange and the rules of that exchange so require, notice of such proposed action will be
published by an agent to be appointed by the Issuer in an Authorized Newspaper promptly
following its effectiveness.

(e) If the Issuer or the Servicer proposes to amend, modify, waive,
supplement, terminate or surrender in any material respect, or to agree to any material
amendment, modification, waiver, supplement, termination or surrender of, the Transition Bond
Charge Adjustment Process, the Issuer shall notify the Trustee in writing and the Trustee shall
notify the Transition Bondholders of such proposal and the Trustee shall consent thereto only
with the written consent of the Holders-of a majority of the Outstanding Amount of the
Transition Bonds of each Series, voting together as a single class, materially and adversely
affected thereby; provided, notice of the substance of such proposal is provided to t.lle Rating
Agencies ~d the RatingAgeneies subsequently confirm that the then current ratings on any
Outstanding Transition Bonds will not be. withdrawn or downgraded by the Rating Agencies
(except that with regard to Moody’s and Fitch it will be suf-fieient to provide ten days’ prior
notice of any such action).

(f) Promptly following a default by either the Seller, the Servicer or any Swap
Counterparty under the Sate Agreement, the Intereredi.tor Agreement, the Servicing Agreement
or related Interest Rate Swap Agreement, respectively, and at the Issuer’s expense, the Issuer
agrees to take all such lawfitl actions as the Trustee mayrequest to compel or seeuxe the
performance and observance by the Seller, the Servicer or Swap Counterparty, as applicable, of
eachof their respective obligations to the Issuer under or in c0nneetion with the Sale Agreement,
the Interereditor Agreement, the Servicing Agreement or related Interest Rate S.wap Agreement
in accordance with the termsthereof, and to exercise any and all rights, remedies, powers and
privileges lawfully available to ~the Issuer under or in eormeetion with the SaleAgre~ment, the
Interereditor Agreement, the Servicing Agreement or Interest Rate Swap Agreement, .
respectively, to the extent and in the manner directed by the Trustee~ including the.transmission
of n6tices.of default on the part of the Seller, the Servicer or Swap Counterparty thereunder and
the institution of legal or administrative actions or proceedings to compel or seeme performance
by the Seller, the Servicer or Swap Counterparty of each of their respeetiveobl.igations under the
Sale Agreement, the Intercreditor Agreement, the Servicing Agreement and related Interest Rate
Swap Agreement.

(g) If the Issuer shall have knowledge of the occurrence of a Servicer Default
under the Servicing Agreement or an event of default, termination, event or downgrade event
under any Interest Rate Swap Agreement, the Issuer shall promptly give Written notice thereof to
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the Trustee and the Rating Agencies, and shall specify in such notice the action, if any, the Issuer
is taking with respect tosuch default or event of default.

~) If a Servicer Default shall arise from the failure of the Servicer to perform
any of its duties or obligations under the Servicing Agreement with respect to the Bondable
Transition Property or the Transition Bond Charge, the Issuer shall take all reasonable steps
available to it to remedy suchfailure. The Issuer shall not take.any action to terminate the
Servieer’s rights and powers under the Servicing Agreement following a Servicer Default
without the prior written consent of the Trustee and o~the H01de~s of a majority of the
Outstanding Amount of" the Transition Bonds of all Series.

(i)    As promptly as possible after the giving of notice of termination to the
Servicer and the Rating Agencies of the 8ervicer’s rights and powers pursuant to Section 6.01 of
the Servicing Agreement, the Trustee, with the.written consent of the Holders evidencing not less
than a majority of the Outstanding Amount 0f the Transition Bonds of all Series, may appoint a
successor Servicer (the "Successor Servicer"), and such Successor Servicer shall accept its
appointment by a written assumption in a form acceptable to the Issuer and the Trustee. A
Pearson shall qualify as a Successor Servicer only if such Person satisfies the requirements of
Section 6.04 of the Se.rvieing Agreement. In connection.with any such appointment; the Issuer
may make such arrangements for the compensation of such Successor Servicer as itand such
Successor Servicer shall agree, subject to the. limitat.ions set forth below and in the Servicing
Agreement, and, in accordance with Section6204 of-the Servicing Agreement, the Issuer shall
enter into an agreement with such SuceessorlServicei~ for the servicing of the Bondable
Transition Property (such agreement to be iff form and substance satisfactory to the Trustee).

(j)    Upon termination of the S.ervicer’s rights and powers pursuant to the
Servicing Agreement, the Trustee shall promptly notify the Issuer, the Transition Bondholders
and the Rating Agencies of’such termination.;i As soon as a Successor Servicer is appointed, the
Issuer shall notify the Trustee, the Transition.B0ndholders and the Rating Agencies in writing of
such appointment, specifying in Such notice the name aiad address of such Successor Servicer..

(k) The Issuer shall not take ar)y action to terminate or assign a Swap
Counterparty’s rights and powers under any Interest Rate Swap Agreement orreplace a Swap
Counterparty following an event of default, termination event or downgrade event under an
Interest Rate Swap Agreeme~it without (i) the prior written consent of the Trustee and of the
Holders of that percentage oft he Outstanding A~ount of the Transition Bonds~ if any such
consent is required under the related Series Supplement, of the related Series and Class, if any,
specified in the related Series Supplement, and (il) satisfying any other requirements set forth in
the related Series Supplement and Interest Rate Swap Agreement.

(I)    Upon termination or assignment of a Swap Counterparty’s rights and
powers, pursuant to an Interest Rate Swap Agreement, the Trustee shall promptly inform the
Issuer, the Transition Bondholders of the related Class and the Rating Agencies of such
termination or assigrmaent. As soon as a replacement Swap C0unterparty is appointed, the Issuer
shall notify the Trustee, the Transition Bondholders of the related Class and the Rating Agencies
in writing of such appointment, specifying in such notice the name and address of such"
replacement Swap Counterparty,
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TAXES. So long as any of the Transition Bonds are
outstanding, the Issuer shall pay or cause to be paid all material taxes, assessments and
govemmentaI charges imposed upon it or any of its properties or assets or with respect to any of
its franchises, business, income or property before any penalty accrues thereon if the failure to
pay any such taxes, assessments and governmental charges would, after any applicable grace
periods, notices or other similar requirements, result in a Lien on the Collateral.

SATISFAC~ON AND DISCHARGE; DEFEASANCE

SECTION 4.01 SATISFACTION AND ~DISCHARGE OF INDENTURE;
DEFEASANCE.

(a) The Transition Bonds of any Series, allmoneys payable with respect
thereto and this Indenture as it applies tO such Series shall cease to be of further effect and the
Lien hereunder shall be released with respect to such Series, interest shall Cease to accrue on the
Transition Bonds of such Series and the Trustee, on written demand of and at the expense of the
Issuer, shall execute proper instruments acknowledging satisfaction and discharge of this
Indenture with respect to the Transition Bonds of such Series, when

(i) either

(A) all Transition Bonds. of such Series theretofore
authenticated and delivered (other than (1) Transition Bonds that have been
destroyed, lost or stolen and that have been replaced or paid as provided in
Section 2.06 and (2) Transition Bonds for whose payment money has the.retofore
been deposited in trust or segregated and held in trust by the Issuer and thereafter
repaid tothe Issuer or discharged fromsuch trust, as provided in Section 3.03(d))
have been delivered to the Trustee for Cancellation;. or

03) the Expected Final Payment Date or Redempt!on Date has
occurred with respect to all Tr. ~i.tion Bonds of such Series not theretofore
delivered to the Trustee for eancellati0n, and the Issuer has irrevocably deposited
or caused to be irrevocably deposited with the Trustee cash, in trust for such
purpose, in an mount suf-fieient tO pay and discharge the entire indebtedness on
such Tr~’ition Bonds not theretofore delivered to the Trustee on the Expected
Final Payment Date or Redemption Date, as applicable, therefor;

(ii) the Issuer has paid or Caused to be paid all other sums payable
hereunder by the Issuer with respect to such Series; and

(iii) the Issuer has delivered to the Trustee an Issuer Officer’s
Certificate, an Issuer Opinion of Counsel and (if required by theTIA or the Trustee) an
Independent Certificate from a firm of certified public accountants, each meeting the
applicable requirements of Section 11.01 and each stating that all conditions precedent
herein provided for relating to the satisfaction and discharge of this Indenture with
respect to Transition Bonds Qf such Series have been complied With.
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(b) Subject to Sections 4~01(c) and 4,02, the Issuer at.any time may terminate
(i) all its obligations trader this Indenture with respect to the Transition Bonds of any Series
("Legal Defeasanee Option") or (it) its obligations under Sections 3.04, 3.05, 3.06 (other than
with respect to amounts in the Defeasance Subaeeount), 3.07, 3.08, 3,09, 3.10, 3.i2, 3.13, 3.14,
3.15, 3.16, 3.17, 3:18, 3.19 and 3.20 and the operation of Section 5.01(d) ("Covenant Defeasance
Option") with respect to any Series. The Issuer may exercise the Legal Defeasance Option with
respect to any Series notwithstanding its prior exercise of the Covenant Defeasanee Option with
respect to such Series.

(e) If the Issuer exercises the Legal Defeasanee Option with respect to any
Series, the maturity of the Transition Bonds of such Series may not be (i) aceelerated pursuant to
Section 5.02 or (it) except as provided in Section 4.02, redeemed. If the Issuer exercises the
Covenant Defeasanee Option with respect to any Series, the maturity of.the Transition Bonds of
such Series may not be. accelerated because of an Event of Default specified in Section 5.01 (d).

(d) Upon satisfaction of the conditions set forth herein to the exercise ofth~
Legal Defeasanee Option or the Covenant Defeasanee Option with respect to any Series, the
Trustee, on written demand of and at the expense of the Issuer, shall execute proper instruments
acknowledging sa~isfactioh and discharge of the obligations that are terminated pursuant to such
exercise.

(e) Notwithstanding Sections 4.01(a) and 4.01(b), (i) the rights of registration
of transfer and exchange, (it) the rights of substitution of mutilated; destroyed, lost or stolen
Transition Bonds, (iii) the rights of Transition Bondholders to receive payments of Principal and
interest, but oNy from the amounts deposited with the Trustee for such payments, (iv) Sections
4.03 and 4.04, (v) the rights, obligations and immunities of.the Trustee hereunder (including the
rights of the Tm._stee under Section 6.07 and the obligations of the Trustee under Section 4.03)
and (vi) the rights of Transition Bondholders under this Indenture with respect to the property
deposited with the Trustee payable to all or any of them, shall survive unti! the Transition Bonds
of the Series as to which this Indenture or certain obligations hereunder have been satisfied and
discharged pursuant to Section 4.01(a) or 4.01(b) and have been paid infull. Thereafter, the
obligations in Sections 6.07 and 4.04 with respect to such Series shall survive.

SECTION 4.02 CONDITIONS TO DEFEASANCE.

(a) The Issuer may exercise the Legal Defeasance Option or the Covenant
Defeasanee Option with respect to any Series only if:

(i)    the Issuer irrevocably deposits or causes to be deposited in trust
with the Trustee cash or U.S. Government Obligations maturing as to Principal and
interest in such amounts and at such times as will insure the availability of cash for the
payment of Principal of and premium, if any, and interest on such Series to the Expected
Final Payment Date or Redemption Date therefor, as applicable, such deposit to be made
in the Defeasanee Subaccount for such Series;

(it) the Issuer delivers to the Trustee a Certificate from. a nationally
recognized firm of Independent registered public ae.eountants expressing its opinion that
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the payments of Principal and interest when due and without reinvestment of the
deposited U.S. Government Obligations plus any deposited cash without investment will
¯ provide cash at such times and in such amounts (but, in the case of the Legal Defeasance
Option 6nly, not more than such amounts) as will be sufficient to pay in respect of the
Transition Bonds of such Series (A) subject to clause 0~), Principal in accordance with
the Expected Amortization Schedule therefor, 0~) if such Series is to be redeemed, the
Redemption Price therefor on the Redemption Date therefor and (C) interest when due;

(iii) in the ease of the Legal Defeasance Option, ninety~five days pass
after the deposit is made and during such ninety-five day period no Default specified in
Section 5.01(e) or 5.01(0 occurs which is continuing at the end of the.period; provided,
however, that in determining whether a default under Section 5.01 (e) has occurred, the
requirement that the decree or orde~ shall remain unstayed and in effect for ninety days ¯
shall be disregarded;

(iv) no Default has Occurred and is continuing on the day of such
deposit and after giving effect thereto;

(v) in the ease of the Legal Defeasance Option, the ¯Issuer delivers to
the Trustee an Issuer Opinion of Counsel stating that (A) the Issuer has received from, or
there has been.published by, the Internal Revenue Service a ruling, or (B) since the date
of execution of this Indent~e, there has been a ehange in the applieab!e Federal income
tax law, in either case to the effect that, and based thereon such opinion shall confirm
that, the Holders of the Transition Bonds of such Series will not recognize income, gain
or loss for Federal income tax purposes as a result of the exercise of such Legal
Defeasanee Option and will be subject to.Federal income tax on the same amounts, in the
same manner and at the same times a.s would have been the ease if such defeasanee had
not occurred;

(vi) in the case of the Covenant Defeasanee Option, the Issuer delivers
to the Trdstee an Issuer Opinion of Counsel to the effect that the Holders of the
Transition Bonds of such Series willnot recognize income, gain.or loss for Federal "
income tax purposes as a result of the exercise of such Covenant Defeasanee Option and
will be subject to Federal income tax on the same amounts, in the same manner and at the
same times as would have been the ease if such defeasanee had not oeeurred; and

(vii) the Issuer delivers to the Trustee an Issuer Officer’s Certificate and
an Issuer Opinion of Counsel, each stating that all conditions precedent to the satisfaction
and discharge of the Transition Bondsof such Series to the extent eontemplated by this
Article IV have been complied with.

(b) Notwithstanding any other provision of this Section 4.02 to the contrary,
no delivery of cash or U.S. Government Obligations to the Trustee under this Section 4.02 shall
terminate any obligations of the Issuer under this Indenture with respect to any Transition Bonds
which are to be redeemed prior to the.Expected Final Payment Date therefor until such
Transition Bonds shall have been irrevocably called or designated for redemption on a date
thereafteron which such Transition Bonds may beredeemed in accordance with the provisions
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of tiffs Indenture and proper notice of such redemption shall have been given in accordance with
th~ provisions of this Indenture or the Issuer shall have given the Trustee, in form satisfactory to
the Trustee, irrevocable instructions to give, in the manner and at the times prescribed herein,
notice of redemption of such Series.

SECTION 4.03 APPLICATION OF. TRUST MONEY. All moneys or U.S.
Government Obligations deposited with the Trustee pursuant to Sections 4.01 or 4.02 with
respect to any Series shall be held in trust in the Defeasance Subaeeount for such Series and
applied by the Trustee, in accordance with the provisions of the TransifionBonds and this

¯ Indenture, to the payment, either directly or through any Paying Agent, as the Trustee may
determine, to the Holders of the particular Transition Bonds for the payment or redemption of
which such moneys have been deposited with the Trustee, of all sums due and to become due
thereon for Principal, premium, if any, and interest. Such moneys shall be segregated and held
apart solely for paying such Transition Bonds and such Transition Bonds shall not be entitled to
any amounts on deposit in the Collection Account other than amounts on deposit in the
Defeasance Subaceount for such Transition Bonds.

SECTION 4.04 REPAYMENT OF MONEYS HELD BY.PAYING
AGENT. In cormeetion with the satisfaction and discharge of this Indenture, or the exercise of
the Covenant Defeasance Option or the Legal Defeasanee Option with respect to the.Transition
Bonds of any Series, all moneys then held by any Paying Agent other than the Trustee under the
provisions of this Indenture or the Interereditor Agreement withresPect to such Transition Bonds
shall, upon demand of the Issuer, be paid to the Trustee to be held and applied according to
Section 3.03 and thereupon such Paying Agent shall be released from all further liability with
respect to such moneys.

ARTICLE V

REMEDIES

SECTION. 5.01 EVENTS OF DEFAULT. "Event of Default," wherever
¯used beret.n, means any one or more of the following events (whatever the reason for such Event

of Default and whether it shall be voluntary or involuntary or be effected by operation of law or
pursuant to any judgment,¯deeree or order of anyeourt or any order, rde or regulation of any ~
administrative or governmental body):

(a) default in the payment of any inte~?est on any Transition Bond when the
same becomes due and payable and the continuation of such default for five Business Days;

(b) default in the payment of the then unpaid Principal of any Transition Bond
Of any Series or Class on the Final Maturity Date therefor;

(e) default in thepayment of the Redemption Price for any Transition Bond
on the Redemption Date therefor;

(d) default in the observance or performance of any covenant or agreement of
the Issuer made in this Indenture (other than a covenant or agreement, a default in the observance
or performance of which is specifically dealt with in clause (a); (b) or (c) above), or any material
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representation or warranty of the Issuer made in this Indenture or in any certificate or other
writing delivered pursuant hereto or in connection herewith proving to have been incorrect in any
material respect as of the time when made, and any such default shall continue or not be cured,
for a period of thirty days after the earlier of (i) the date that there shall have been given, by
registered or certified mail, to the Issuer by the Trustee or to the Issuer and the Trustee bY the
Holders of at least ~wenty-five percent of the Outstanding Amount of the Transition Bonds of
any Series or Class, a written notice specifying such default or incorrect representation or
warranty and requiring it to be remedied and stating that suchnotice is a ’~otiee of Default"
hereunder or (it) the date the Issuer has Imowledge of the default;.

(e) , the filing of a decree or order for relief by a court having jurisdiction in
the premises in respect of the Issuer or any substantial part of the Collateral in an involuntary
case or proceeding under any applicable Federal or state bankruptcy, insolvency or other similar
law now or hereafter in effect, or appointing a receiver, liquidator, assignee, custodian, trustee,
sequestrator or similar official for the Issuer or for any substantial part of the Collateral, or
ordering the winding-up or liquidation of the Issuer’s affairs; and Such decree or order shall
remain unstayed and in effect for a period of ninety consecutive days;

(f) thecommencemen! by the Issuer of a voluntary case or proceeding under
any applieable Federal or state bankruptcy, insolvency or other similar law now or hereafter in
effect, or the consent by the Issuer to the entry of an order for relief in an involuntary case under
any such law, or the consent-by the Issuer to the appointment or taking possession by a receiver,
liquidator, assignee, custodian, trustee, sequestrator or similar official for the Issuer or forany
substantial part of the Collateral, or the making by the Issuer of any assignment for the benefitof
creditors, orthe failure by the Issuer general, ly to pay its debts as such debts become due, or the
taking of action by the Issuer in furtherance of any of the foregoing; or

(g) any act or failure to act by the State of New Jersey or any of its agencies
(including the BPU), officers or employees that violates or is not in accordance with the pledge
and agreement of the State of New Jersey in Section 17(a) of the Competition Act (N.J.S.A.
48:3-66(a)).

SECTION 5.02
ANNULMENT

ACCELERATION OF MATU~TY; RESCISSION AND

(a) tf an Event of Default (other than an Event of Default under Section
5.01(g)) occurs and is continuing, then andin every such case either the Trustee or the Holders
of not less than a majority of the Outstanding Amount of the Transition Bonds of all Series,
.voting together as a single class, may~ but need not, declare all the Transition Bonds to be
immediately due and payable, by a notice in Writing to the.Issuer (and to the Trustee if’given by
Transition Bondholders), and upon any such declaration the unpaid Principal amount of the
Transition Bonds of all Series, together with accrued and unpaid interest thereon through the date
of acceleration, shall become immediately due and payable.

(b) At any time after such declaration of acceleration, of maturity has been
made and before ajudgm"ent or decree for payment of the money due has been obtained by the
Trustee as provided in this Article V; the Holders of not less than a majority of the Outstanding



Attachement A
Page 38 of 97

Amount of the Transition Bonds ofall Series, voting together as a single class, by written notice
to the Issuer and the Trustee, may rescind and annul such declaration and its consequences,
provided that:

(i) the Issuer has paid or deposited with the Trustee, for deposit in the
General Subaeeount of the Collection Aee0unt, a sum sufficient to pay:

(A) all payments of Principal of and interest on all Transition
Bonds of all Series and all other amounts that would then be due hereunder or
upon such Transition Bonds if.the Event 0fDefault giving rise to such
acceleration had not occurred; and

03) all sums paid or advanced by the Trustee hereunder and the.
reasonable compensation, expenses, disbursements and advances of the Trustee
and its agents and counsel; and

(ii) all Events of Default, other than the nonpayment of the principal of.
the Transition Bonds of all Series that has become due solely by such acceleration, have
been cured or waived as provided in Section 5.t2..,

(e) No such rescission shall a~eet any subsequentDefault or impair any right
consequent thereto.

SECTION 5.03 COLLECTION OF INDEBTEDNESS AND SUITS FOR
ENFORCEMENT BY TRUSTEE.

(a) The Issuer covenants that if (i) Default is made in the payment of any
interest on any Transition Bond.when such interest becomes due and payable and such Default
continues for five Business Days, (ii) Default is made in the pgyment of the then unpaid
Principal of any Transition Bond on the Final Maturity Date therefor or 0ii)Default is made in
the payment of the Redemption Price or for any Transition Bond on the Redemption Date
therefor, the Issuer shall, upon demand of the Trustee, pay to it, for the benefit of the Holders of
the Transition Bonds of such Series, suehamountas shall be sufficient to cover the costs and
expenses of collection, including the reasonable compensation, expenses, disbursements and
advances of the Trustee andits agents and counsel and the whole .amount then due and payable
on such Transition Bonds for Principal and interest, with interest upon the overdue payment of
principal and, to the extent payment at such rate of interest shall be legally enforceable, upon
overdue installments of interest, at the respective Interest Rate.of such Series or the applicable
Class of such Series.

(b). In case the Issuer shall fail forthwith to pay the amounts speeiiied in
clause (a) above upon such demand, the Trustee, in its own name and as trustee of an express
trust, may institute a Proceeding for the collection of the sums so. due and unpaid, and .may
prosecute such Proceeding to judgment or final decree, and may enforce the same against the
Issuer or other obl!gor upon such Transition Bonds and collect in the manner provided by law
out of the property of the Issuer or other obligor upon suehTransitiori Bonds, wherever situated,
the moneys adjudged or decreed to be payable.
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(c) If an Event of Default occurs and is continuing, the Trustee may, as more
particularly provided ha Section 5.04, in its discretion, proceed to protect and enforce its rights
and the fights of the Transition Bondholders, by such appropriate Proceedings as the Trustee
shall deem most effective to protect and enforce any such rights, whether for the specific
enforcement of any covenant or agreement in this Indent~e or in aid of the exercise of any
power granted herein, or to enforce any other proper remedy or legal or equitable right vested in
the Trustee by this ~denture or by law including foreclosing or otherwise enforcing the Lien on
the Bondable Transition Property securing the Transition Bonds. The Trustee shall request a
eou~ of competent jurisdiction to permit the BPU to issue and enforce any order for
sequestration of revenues aftsing with respect to such Bondable Transition Property.

(d) In case there shall be pending, relative to the Issuer or any other obligor
upon the Transition Bonds or any Person having Or claiming an ownership interest in the
Collateral, Proceedings under Title 11 of the United States Code or any other applicable Federal
or state bankruptcy, insolvency o~ other similar law, or in case a receiver, assignee or trustee in
bankruptcy or reorganization, liquidator, sequestrator or similar official shall have been
appointed for or taken pos.s.essi0n of the Issuer or its property.or such other obligor or Person, or
in case of any other comparablejudieial Proceedings relative to the Issuer or other obligor upon
the Transition Bonds, or to the creditors or prope .rty of the Issuer or such other obligor, the
Trustee, irrespeetiv~ of whether the Principal of any Transition Bonds shall then be due and
payable as therein expressed or by declaration or otherwise and irrespective of whether the
Trustee shall have made any demand pursuant to the provisions of this Seetidn 5.03, shall be
entitled and empowered, by intervention in such Proceedings or otherwise:

(i)    to file and prove a claim or claims for the whole a~ount of
Principal and interest owing and unpaid in respectof the Transition Bonds and.to file
such other papers or documents as may be necessary or advisable in Order to have the
claims of the Trustee (including any claim for reasonable compensation to the Trustee
and each predecessor Trustee, and their respective agents, attorneys and counsel, and for
reimbursement of all expenses and liabilities incurred, aM all advances made, by the
Trustee and each predecessor Trustee,.exeept as aresult ofneg!igenee 0y bad faith) and of
the Transition Bondholders allowed in suchProceedings;

(it) unless prohibited by applicable law and regtdations, to vote on
b̄ehalf of the Holders in any election of a trustee, a standby trustee or Person performing
simil~ fimetions in any such Proceedings;

(iii) to collect and receive any moneys or other property payable or
deliverable on any such claims and to distribute all amounts received with respect to the
claims of the Transition Bondholders and of the Trustee on their behalf; and

(iv) to file such proofs of claim and other papers or documents as may
be.necessary or advisable in order to have the etaims of the Trustee or the Holders"
allowed in any judicial proceedings relative to the Issuer,.its creditors and its property;

and any trustee, receiver, liquidator, custodian or other similar of~cial in any such Proceeding is
hereby authorized by each ofsuch Transition Bondholders to make payments to the Trustee, and,
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in the event that the Trustee shall consent to the making of payments directly to such Transition
Bondholders, to pay to the Trustee such amounts as shall be sufficient to cover reasonable
compensation to the Trustee, each predecessor Trustee and their respective.agents, attorneys and
counsel, and all other expenses and liabilitiesinetaxed, and all advances made, by the Trustee
and each predecessor.Trustee except as a result of negligence or bad faith.

(e) Nothing herein contained shall be deemed to authofize the Trustee to
authorize or consent to or vote for or.accept or adopt on behalf of any Transition Bondholder any
plan of reorganization, arrangement, adjustment or composition affecting the Transition Bonds
or the fights of any Holder thereof or to authorize the Trustee to vote in respect of the claim of
any Transition Bondhold, er in any such proceeding except, as aforesaid, to vote for the election
of a trustee in bankruptcy or similar Person.

(f)    All fights of action and of asserting claims under this Indenture, or under
¯ any of the Transition Bonds, may be enforced by the Trustee without the possession of any of the
Transition Bonds or the production thereof in any trial or other Proceedings relative thereto, and
any such action or Proceedings instituted by.the Trustee shall be brought in its own name as
trustee of an express trust, and any recovery ofjudgment, subject to the payment of the expenses,
disbursements and compensation of the Trustee, each predecessor Trustee and their respective
agents and attorneYS, shall be for the ratable benefit of the Holders of the Transition Bonds.

(g) In any Proceedings brought by the Trustee (and also any Proceedings
involving the interpretation of any provisionof this Indenture to which the Trustee shall be a
party), the Trustee shall be held to represent all the Holders of the Transition Bonds, and it shall
not be necessary to make any Transition Bondholder a party to any such Proceedings.

SECTION 5.04 REMEDIES.

(a) Wan Event of Default other than Section 5.01(g) occurs and is continuing,
the Trustee may do one or more of the following (subject to Section 5.05):

(i)    institute Proceedings in its own name and as trustee of an express
trust for the collection ofalI amounts then payable on the Transition Bonds or under this
Indenture with ~espect thereto, whether by declaration or otherwise, enforce any
judgment obtained, and collect from the Issuer and any other obligor upon such
Transition Bonds moneys adjudged due;

(ii) institute Proceedings from time to time for the complete or partial
foreclosure of this Indenture with respect to the Collateral;

(iii) exercise any remedies of a secured party under ti?e New Jersey
UCC, the Delaware UCC or the Competition Act or any other applicable law and take
any other appropriate action tO protect and enforce the rights and remedies of the Trustee
and the Holders of the Transition Bonds;.

(iv) sell the Collateral or any portion thereof or fights or interest
therein, at one or more public or private sales called and �onducted in any manner
permitted by law; and
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(v) exercise all rights, remedies, powers, privileges and claims of the
Issuer against the Seller, the Administrator, the Servicer or any Swap Cotmterparty under
or in eormeetion with the Sale Agreement, the Intercreditor Agreement, the
Administration Agreement, the Servicing Agreement or the related Interest Rate Swap
Agreement, respeetively~ as provided in Section 3.20(13);

provided, however, that the Trustee may not sell or otherwise liquidate any portion of the
Collatera! following an Event of Default, other than an Event of Default described in Section
5.01(a), 5.01(b) or.5.01(e), with respect to any Series unless (A) the Holders of one hundred
percent of the Outstanding Amount of the Transition Bonds of all Series consent in writing
thereto, (B) the proceeds of such sale or liquidation distributable to the Transition Bondholders
of all Series are stt~cient to discharge in ftfll all amounts then due and unpaid upon such
Transition Bonds for Principal and premium, if any, and accrued and unpaid interest or (C) the
Trustee determines, after having been advised in writing by the Servicer, that the Collateral will
not cominue to provide sufficient funds for a!lpayments on the Transition Bonds 0fail Series as
they would have become due if the Transition Bonds had not been declared due and payable and
the Trustee obtains the written consent of Holders of at least sixty-six and two-thirds percent of
the Outstanding Amount 0fthe Transition Bonds.of all Series: In determining such sufficiency
or insufficiency with respect, to clauses 03) and (C), the Trustee may,~but need. not, obtain and
conclusively rely upon anopinion of an Independent investment ba~ing or cer[ified public
accounting firm of national reputation as totl~e feasibility of such proposed action and as to the
sufficiency of the Collateral for such purpose.      ’

Co) If an Event of Default under Sectirn 5.01(g) occurs and is continuing, the
Trustee, for the benefit of the Holders, shall be entitled and empowered to the extent permitted
by applicable law to institute or participate in Procee~gs reasonably necessary to compel
performance of or to enforce the pledge and agreement of the State of New Jersey in Section
17(a) of the Competition Act ~.J.S.A2 4"8:3-66(a)) and to collect .any monetary damages
incurred by the Holders or.the Trustee as a result of any such Event of Dei’ault, and may
prosecute any such Proceeding to final judgment 0r decree. Such rem.edy shall be the only
remedy that the Trustee may exercise if the on!y Event of Default that has occurred and.is
continuing is an Event of Default under Section 5.01 (g).

SECTION 5.05 OPTIONAL PRESERVATION OF THE COL .LATERAL.
If the Transition Bonds have been declared to be due, and payable under Section 5.02 following
an Event of Default and such deelarationand its consequences have not been rescinded and
annulled, the Trustee may., but need not, elect,, as provided in Section 5.1 l(e), to maintain-
possession of the Collateral and not sell or liquidate the same. It is the desire of the parties
hereto and the Transition Bond.holders that there be at all times sufficient funds for the payment
0fPrineipal of and interest on the Transition Bonds, and the Trustee shall take such desire into
account when determining whether or not to maintain possession of the Collateral or sell or
liquidate the same. In determining whether to maintain possession of:the Collateral or s~ll or
liquidate the same, the Trustee may, but need not, obtain and conclusi~elyrely upon an opinion
of an Independent investment banking or certified public accounting firm of national reputation
as to the feasibili~ o~ueh proposed action and as to the sufficiency of the Collateral for such
purpose,

36 m, #$6981t9 v17



Attachement A
Page 42 of 97

SECTION 5.06 LIMITATION OF PROCEEDINGS.

(a) No Holder of any Transition Bond of any Series shall have any right to
institute any Proceeding, judicial or otherwise, to avail itself of any remedies, provided in the
Competition Act or to avail itself of the right to foreclose on the Bondable Transition Property or
otherwise enforce the Lien on the Bondable Transition P.roperty, with respect to this Indenture,
or for the appointment of a receiver or trustee, or for any other remedy hereunder,.unless:

(i)    such Holder has previously given written notice to the Trustee of a
continuing Event of Default;

(ii) the Holders of not less than twenty-five percent of the Outstanding
Amount of the Transition Bonds of all Series have made written request of the Trustee to
institute such Proceeding in respect of such Event of Default in its own name as Trustee
hereunder;

(iii) such Holder or Holders have offered to the Trustee security or
indemnity reasonably satisfactory to ’the Trustee against the costs, expenses and-liabilities
to be incurred in complying with such request;

(iv) the Trustee for sixty days after its receipt of such notice, request
and offer Of indemnity has failed to institute such Proceeding;and

(v) no direction inconsistent with such written request has been given
to the Trustee dmSng such sixty, day period by the Holders of a majority of the
Outstanding’Amount of the Transition Bonds of all .Series;

it being understood and intended that no one or more Holders shall have any right in any manner
whatever by virtue of, or by availifig of, any provision of this Indenture to affect, disturb or
prejudice the rights of any other Holders or to obtain or to seek to obtain priority or preference
over any other Holders or to enforce any tight under this Indenture, except in the manner herein
provided.

(b) In the event the Trustee shall receive conflicting or inconsistent requests
and indemnity from two or more groups of Holders, each representing Iess than a majority of the
Outstanding Amount of the Transition Bonds of all Series, the Trustee inits sole discretion may
determine what action, if any, shall be taken, notwiflastanding any other provisions of this
Indenture.

SECTION 5.07 UNCONDITIONAL RIGHTS OF TRANSITION
BONDHOLDERS TO RECEIVE PRINCIPAL AND INTEREST. Notwithstanding any Other
provisions in this Indenture, the Holder of any Transition Bond shal! have the.right, which is .
absolute and unconditional, and shall not be impaired without the consent of each such Holder,
(a) to receive payment of (i) the interest, if any, on such Transition Bond on or after the due dates
thereof expressed in such TransitiOn Bond or in .this Indenture, (ii) the unpaid Principal, if any, of
such Transition Bonds on or after the Final Maturity Date therefor or (iii) in:the ease of
redemption, the unpaid Principal, if any, and interest, if any, on such Transition Bond on or after
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the Redemption Date therefor and (b) to institute suit for the enforcement of any such payment,
and such right shall not be impaired without the consent of such Holder.

SECT/ON 5.08 RESTORATION OF RIGHTS AND REMEDIES. if the
Trustee or any Transition Bondholder has instituted any Proceeding tO enforce any fight or
remedy under this Indenture and such Proceeding has been discontinued or abandoned for any
reason or has been determined adversely to the Trustee or to such Transition Bondholder, then
and in every such ease the Issuer, the Trustee and the Transition Bondholders shall, subject to
any determination in suchProeeeding, be restored severally and respectively to their former
positions hereunder, and thereafter all fights and remedies of the Trustee and the Transition
Bondholders shall continue as though no such Proceeding had been instituted.

SECTION-5,09 RIGHTS AND REMEDIES CUMULATIVE. No right or
remedy herein conferred upon or reserved to the Trustee or to the Transition Bondholders is
intended to be exclusive of any other right or remedy, and every rightand remedy shall, to the
extent permitted by law, be cumulative and in addition to every other right and remedy given
hereunder or now or hereafter existing at law or in equity or otherwise. The assertion Or
employment of any right or.remedy hereunder, or otherwise, shall not prevent the concurrent
assertion or employment of any other appropriate right or remedy.

SECTION 5.i0 DELAY OR OMISSION NOT A WAIVER. No delay or
omission of the Trustee or any Transition Bondholder to exercise any .right or remedy accruing
upon any Default or: Event of Default shall impair any such right or remedy or constitute a
waiver of any such Default or Event of Default or an acquiescence therein. Every right.and
remedy given by this Article V or by law to the Trustee or to the Transition Bondholders may be
exercised from time ~o time, and as often as may be deemed expedient, by the Trustee or by the
Transition Bondholders, as the case may be.

SECTION 5.11 CONTROL BY A MAJORITY OF TRANSITION
BONDHOLDERS. The HoMers of a majority of the Outstanding Amount of the Transition
Bonds of all Series (or, ifless than all Seres or Classes are affected, the affected Series or Class
or Classes), voting together as a single class, shall have the.right to direct the time, method and
place of conducting any Proceeding for any remedy available to the Trustee with respeet to the
Transition Bonds of such Series or Class or Classes or exercising any trust or power conferred on
the Trustee with respect to such Series or Class or Classes; provided that

Indenture;
(a) such direction shall not be in conflict with any rule of law or with this

(b) subject to the express terms of Section 5.04, any direction to the Trustee to
sell or liqu!date the Collateral shall be by the Holders of not less than one hundred percent of the
Outstanding Amount of the Transition Bonds of all Series;

(e) . if the.conditions set forth in Section 5.05 have been satisfied and the
Trustee elects to retain the Collateral pursuant to such Section 5.05 and elects not to sell or
liquidate the same, then any direction to the Trustee by Holders Of less than one hundred percent
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of the Outstanding Amount of the Transition Bonds of all Series to sell or liquidate the Collateral
shall be of no force and effect; and

(d) the Trustee may take any other action deemed proper by the Trustee that is
not inconsistent with such direction;

provided, however, that, subject to Section 6.01, the Trustee need not take any action that it
determines might involve it in liability for which it reasonably believes it will not be indemnified
to its reasonable satisfaction against the costs, expenses and liabilities.whieh might be incurred
by it in complying with such request. The Trustee also need not take any action that it
determines might materially and adversely affect therights 6f any Transition Bondholders not
consenting to such action.

SECTION 5.12 WAIVER OF PAST DEFAULTS. (a) Prior
to the declaration of the acceleration of’the maturity of the Transition Bonds of all Series as
provided in Section 5.02, the Holders of not less than a majority of the Outstanding Amount of
the Transition Bonds of all Series, voting together as a single class, may waive any past Default
or Event of Default and its consequences except a Default (i) in payment of Principal of and
premium, if any, or interest on any of the Transition Bonds or (ii) in respect of a covenant Or
provision hereof which cannot be modified or amended without the waiver or consent of the
Holder of each Transition Bond of nil Series or Classes affected. In the case of any such waiver,
the Issuer, the Trustee and the Holders of the Transition Bonds shall be restored to their former
positions and fights hereunder, respeetively,.but no such waiver.shall extend-to any subsequent
or other Default or impair any right consequent thereto.

(b) Upon any such waiver, such Default shall cease to exist and be deemed to
have been cured and not to have occurred, and any Event of Default arising therefrom shall be
deemed to have been et~ed and not to. have oeeurred, for every purpose of this Indenture, but no
such waiver shall extend to any subsequent or other Default or Event of Default or impair any
right consequent thereto.

SECTION 5.13 UNDERTAKING FOR COSTS. All parties to this
Indenture agree, and each Holder of any Transition Bond by Such Holder’s acceptance thereof

" shall be deemed to have agreed, that any court may in its discretion require, in any suit for the
enforcement of .any right or remedy under this Indenture, or in any suit against the Trustee for
any action taken, suffered or omitted by it as Trustee, the filing by arty party litigant in such suit
of an undertaking to pay the costs of such suit, and that such court may in its.discretion assess
reasonable costs, including reasonable attorneys’ fees, against any party litigant in such suit,
having due regard to the merits and good faith of the claims or defenses made by such party
litigant; provided, however, the provisions of this Section 5.13 shall not apply ~o (a) any suit
instituted by the Trustee, (b) any suit instituted by .~y Transition Bondholder, or group of
Transition Bondholders, in each ease holding in the aggregate more than ten percent of the
Outstanding Amount of the Transition Bonds of a Series or (c) any suit instituted by any
Transition Bondholder for the enforcement of the payment of (i) intereston any Transition Bond
on or after the due dates expressed in such Transition Bond and in this Indenture, (ii) the unpaid

¯ Principal; if any, of any Transition Bond on or after the Final Maturity Date therefor or (iii) in
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the case of redemption, the unpaid Principal. of and interest on any Transition Bond on or after
the Redemption Date therefor.

SECTION 5.14 WAIVER OF STAY OR EXTENSION LAWS. The I~suer
covenants (to the extent that it may law~lly do so) that it will not.at anytime insist upon, or
plead, or inany manner whatsoever, claim or take the benefit or advantage of, any stay or
extension law wherever enacted, now or at any time hereafter in force, that may affect the
Covenants or the perfonnane.eof this Indenture. The Issuer (to the extent that it may lawfully do
so) hereby expressly waives all benefit or advantage of any such law, and covenants that it will
not hinder, delay or impede the. execution of any power herein granted to the Trustee, but will
suffer andpermit the execution 0revery such power as though no such law had been enacted.

SECTION 5.15     ACTION ON TRANSITION BONDS. The Trustee’s right
to seek and recover judgment on the Transition Bonds or under this Indenture shall not be~
affected by the seeking, obtaining or application ofany other relief under or with respect to this
Indenture. Neither the Lien of this Indenture nor any rights or remedies of the Trustee or the
Transition Bondholders shall beimpaired by the recovery of any judgment by theTrustee against
the Issuer or by the levy of any execution under suchjudgment upon any portion ofthe
Collateral or upon any of the assets of the Issuer.

SECTION 5.t,6 , APPLICATION OF TRUST MONEY. Anymoney
collected by the Trustee pursuant to this Article V shall be applied in accordance with Section
8.02 hereof.

ARTICLE VI

THE TRUSTEE

SECTION 6.01 DUTIES AND LIABILITIES OF TRUSTEE.

(a) If an Event of Default has occurred andis continuing, the Trustee shall.
exercise the.rights and powers vested in it by this Indenture and use the same degree of care and
skill in their exercise as a prudent Person would exercise or use under the circumstances in the
conduct of such Person’s own affairs.

(b) Except during the continuance of an Evem of Default:

(i)    the Trustee undertakes to perform such duties and only such duties
as are specifically set forth in this Indenture and no implied covenants or obligations shall
be read into this Indenture against the Trustee; and

(ii) in the absence of bad faith on its part, the Trustee may
eone!usively rely, as to the truth of the statements and the correctness of the opinions
expressed therein, upon certificates or opinions furnished to the Trustee and conforming
to the requirements of this Indenture.

(e)    The Trustee may not be relieved from liabilitY for its own.negligent
action, its own negligent failure to act or its own willful misconduct, except that: ~ "
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6.01;
this clause (e) does not limit the effect of clause (b) of this Section

(it) the Trustee shall not be liable for any error of judgment made in
good faith by a Responsible Officer unless it is proved that the Trustee was negligent in
aseertairting the pertinent facts; and

(iii) :the Trustee shall not be liable with respect to any action it takes or
omits to take in good .faith in accordance with a direction received by it hereunder.

(d) Every provision of this Indenture that in anyway relates to the Trustee is
subject to clauses (a), (b) an~d (e) of this Section 6.01.

(e) The Trustee shall not be liable for interest on any money received by it ¯
except as provided in this Indenture.

(f)    Money held in trust by the Trustee need not be segregated from other
funds held by the Trustee except to the extent reqtfired by law or the terms of this Indenture, the
Sale Agreement, the Interereditor Agreement or the Servicing Agreement Or any Interest Rate
Swap Agreement,

(g) No provision of this Indenture shall require the Trustee to expend or risk
its own fimdsor otherwis~ incur any liability, financial or otherwise, in the performance of any
of its duties hereunder or in the exercise of any of its rights orpowers, if it shall have reasonable
grounds to believe that repayments of such funds or indemm’ty reasonably satisfactory to it
against such risk or liability is not reasonably assured to it.

(h) Every provision of this Indent~e relating to the conduct or affecting the
liability of or affording protection to the Trustee shall be subject to the.provisions of this Section
6.01 and to the provisions of the TIA.

(i)    Under no circumstances shall the Trustee be liable for any indebtedness of
the Issuer, the Servicer, the Seller or any Swap Counterparty evidenced by or arising under the
Transition Bonds or any Basic Document.

(j)    If so requested by the Issuer, or by the Servicer on behalf of the Issuer, for
the purpose of satisfying the Issuer’s reporting obligations under the Exchange Act. with respect
to any class of Transition Bonds, the Trustee shall (i) notify the Issuer in writing of(A) any
material litigation or governmental proceedings pending against the Trustee and 03) any
affiliations or relationships that develop following the Closing Date between the Trustee and any
party to any of the Basic Documents, and (it) provide to the Issuer a written description of such
proceedings; affiliations or relationships.

(k) On or before March 15 of each calendar year, if, dung the prior year, the
Issuer was obligated to file reports under the Exchange Act, the Trustee shall deliver to the Issuer
a report (in form and substance reasonably satisfactory to the Issuer) regardingthe Trustee~s
assessment of compliance With the Servicing Criteria dmSng the immediately preceding Calendar
year, as required under Rules 13a-18 and 15d-18 of:the Exchange Act and Item 1122 of
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Regulation AB. Such report shall be addressed to the Issuer and signed by an authorized officer
of the Trustee, and shall address each of the Servicing Criteria. The Trustee shall also deliver to
the Issuer a report of a registered public accounting firm reasonably acceptable to the Issuer that
attests to, and reports on, the assessment of compliance made by the Trustee !rod delivered
pursuant to the l~st sentence of this Section 6.01(k). Such attestation shall be in accordance with
Rules 1-02(a)(3) and 2-02(g) of Regulation S-X under the Securities Act and the Exchange Act.

SECTION 6.02 RIGHTS OF TRUSTEE.

(a) The Trustee may conclusively rely on any document believed by it to be
genuine and to have been signed or presented by the proper person. The Trustee need not
investigate any factor matter slated in any such document.

(b) Before the Trustee acts or refrains from acting, it may require an Issuer
Officer’s Certificate or an Issuer Opinion of Counsel. The Trustee shall not be liable for any
action it takes or omits to take in good faith in relianee on an Issuer Officer’s Certificate or an
Issuer Opinion of Counsel.

(e) The Trustee may execute any of the trusts or powers hereunder or perform
any duties hereunder either directly or by or through agents, attorneys, a custodian or nominee,
and the Trustee shall not be responsible for any misconduct or negligence on the part of, or for
the supervision of, any such agent, attorney, custodian or nominee appointed with due care by it
hereunder.

(d) The Trustee shall not be liable for any action it takes or omits to take in
good faith which it believes to be authorized or within its rights or powers; provided, however,
that the Trustee’s conduct does not constitute willful misconduct, negligence or bad faith.

(e) The Trustee may consult with counsel, and the advice or opinion of such
counsel with respect to legal matters relating to this Indenture and the Transition Bonds shall be
full and complete authorization and protection from liability in respect to any action taken,
omitted or suffered by it hereunder in good faith and in accordance with~ the advice or opinion of
such counsel.

SECTION 6.03 INDIVIDUAL RIGHTS OF TRUSTEE. The Trustee in its
individual or any other capacity may become the owner or pledgee of Transition Bonds and may
otherwise deal with the Issuer or its Affiliates with the same rights it would have if it were not
Trustee. Any Paying Agent, Transition Bond Registrar, co-registrar or co,paying agent, or agent
appointed pursuant to Section 3.02(b) may do the same with like rights; provided, however, the
Trustee must comply with Sections 6.11 and 6.12.

SECTION 6.04 TRUSTEE’S DISCLAIMER. The Trustee shall not be
responsible for and makes no representation as to the validity or adequacy of this Indenture or
the Transition Bonds. The TruStee shall not be accountable for the Issuer’s use of the proceeds
from the Transition Bonds, and the Trustee shall not be responsible for any statement of the
Issuer in this.Indenture or in any document issued in connection with the sale of the Transition
Bonds or in the Transition Bonds other than the Trustee’s certificate of authenficatibn. The
Trustee shall not be responsible for the form, character, genuineness, sufficiency, value or
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validity of any of the Collateral, or for or in respect of the validity or sufficiency of the
Transition Bonds (other than the certificate of authentication for the Transition Bonds) or the
Basic Documents and the Trustee shall in no event assume or incur any liability, duty or
obligation to any Holder of a Transition Bond, other than as expressly provided for in this
Indenture. The Trusteeshall not be liable for the default or misconduct of the Issuer, the Seller,
the Servicer or the Member or any Manager of the Issuer under any Basic Document or
otherwise, or the default or misconduct of any counterpart: under any Interest Rate Swap
Agreement, and the Trustee shall trove no obligation or liability to perform the obligations of the
Issuer;

SECTION 6.05 NOTICE OF DEFAULTS, Ira Default occurs and is
continuing with respect to any Class or Series and if it is actually known to a Responsible Officer
of the Trustee, the Trustee shall mail to each Rating Agency and to eachHotder of all Series
notice of the Default within ninety days after it occurs. Except in the ease of a Default in
payment of Principal of or interest on any Transition Bond, the Trustee may withhold the notice
if and so long as a committee of its Responsible Officers in good faitla determines that
withholds, g the notice is in the interests of Transition Bondholders.

SECTION 6.06 "REPORTS BY TRUSTEE TO HOLDERS.

(a) The Trustee shall deliver to each Holder such information as maybe
required to enable, such Holder to prepare its Federal and state income tax rettmas.

(b) With respect to each Series and Class,~on or prior to each Payment Date
therefor, the Trustee shall deliver a statement prepared by the Trustee to each Holder of such
Series and Class which shall include (to the extent applicable) the following information (and
any other information so specified in the Series Supplement for such Series) as to the Transition
Bonds of such Series and Class with respect to such Payment Date or the period since the
previous Payment Date, as applicable:

(i) " the amount paid to Holders of the Transition Bonds of Such Series
and Class in respect of Principal, such amount to be expressed as a dollar amount per
thousand;

(ii) the amount paid to Holders of the Transition Bonds of such Series
and Classin respect of interest, such amount to be expressed as a dollar atnount per
thousand;

(iii) the Transition Bond Balance, after giving effectto the paymems to
be made on such Payment Date, and.the Projected Transition Bond Balance, in each case
for such Series and Class and as of such Payment Date;

(iv) .the amount on deposit in the Overeollateralization Subaeeount for
such Series and be Scheduled Overcollateralization Level for such Series as of such
Payment Date;                                       "

(V) .the amount on deposit inthe Series Capita! Subaccount for such
Series and the Required Capital Amount for thatSeries as of such Payment Date;
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such Payment Date;
the amount, if any, on deposit in the Reserve Subaccount as of

the amount to be paid to each Swap Counterparty;

(viii) the amounts paid to the Trustee since the preceding Payment Date;

(ix) the amount paid to or withheld by the Servicer since the preceding
Payment Date; and

(x)
this Indenture.

the mount of any other transfers and payments made pursuant to

(c) If any Transition Bonds are listed on the Luxembourg Stock Exchange and
the n~es of such exchange so require, the listing agent shall arrange for publieation in an
Authorized Newspaper tliat such statement shall be available with the Issuer’s listing agent in
Luxembourg appointed pursuant to Section 3.02(b).

(d) The Trustee’s responsibility for disbursing the information described in
clause (b) above to Holders is limited to the availability, timeliness and accuracy of the
information provided by the Servicer pursuant to Section 3.05 and Annex 1 of the. Servicing
Agreement.

SECTION 6.07 COMPENSATION AND INDE!vlNITY.

(a) The Issuer shall pay to the Trustee fromtime to time reasonable
compensation for its services. The Trustee’s e0mpensation shall not be limited by any taw on
compensation of a trustee of an express trust. The Issuer shall reimburse the Trustee for all
reasonable out-of-pocket expenses, disbursements and advances incu~ed or made by it,
including costs of collection, in addition to the Compensation for its services. Such expenses
shall include the reasonable compensation and expenses, disbursements and advances of the
Trustee’s agents, counsel, accountants and experts. Notwithstanding the Issuer’s obligations set
forth above in Section 6.07(a), the Issuer shall indemnify and holdharmless the Trustee and its
oflieers, directors, employees and agents; to the extent permitted by law, from and aga~t any "
and all costs, damages, expenses, losses, taxes (other than taxes imposedo~i the Trustee in
connection with any fees earned ir~ accordance with this Indenture) liabilities or other amounts
wlmtsoever (ineluding reasonable counsel fees and expenses) incurred by the Trustee in
connection with the administration of this trust, the enforcement of this trust and all of the
Trustee’s rights, powers and duties under this Indenture.arid the performance by the Trustee of
the duties and obligations of the Trustee under orpursuant to this Indenture and any Series
Supplement. The Trustee. shall notify the Issuer promptly of any claim for which it may seek
indemnity. Failure by the Trustee to so notify the Issuer shall not relieve the Issuer of its
obligations hereunder.

(b) The Issuer shall defend such claim and the Trustee may have separate
eounseI and the Issuer shall pay the fees and expenses of such counsel. The Issuer need not
reimburse any expense or indemnify against any loss, liability or expense incurred by the Trustee
(i) through the Trustee’s own willful misconduct, negligence or bad faith or (ii) to the extent the
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Trustee was reimbursed for or indemnified against any such loss, liability or expense by the
Seller pursuant to the Sale Agreement or by the Servicer pursuant to the Servicing Agreementl

(c)    When the Trustee incurs expenses after the occurrence of an Event of
Default specified in Section 5.01 (e) or 5:01 (f) with respect to the Issuer, the .expenses are
intended to constitute expenses of administration under Title 11 of the United States Code or any
other applicable Federal or state bankruptcy, insolvency or similar law. The obligations of the
Issuer under this Section 6.07 shall survive the termination of this Indenture and the earlier
resignation or removal of the Trustee. To secure the Issuer’s payment obligations in this Section
6.07, the Trustee shall have a Lien prior to the Transition Bonds on all money or property held or
collected by the Trustee~ in its eapaeity as Trustee, except that held in trust to pay Principal and
interest on pa~cular Transition Bonds in accordance with the priorities established in Section
8.02.

SECTION 6.08 REPLACEMENT OF TRUS~E.

(a) The Trustee may resign at any time upon thirty days’ prior written notice
to the Issuer. The Issuer may remove the Trustee with or without cause at any time, with prior
notice to the Rating Agencies, upon thirty days’ prior written notice to the Trustee, and shall
remove the Trustee if:

(i) the Trustee fails to comply with Section 6.11;

(ii) the Trustee is adjudged a bankrupt or insolvent;

(iii) " a receiver or other public officer takes charge of the Trustee or its
property; or

(iv) the Trustee otherwise becomes incapable of acting.

(b) If the Trustee resignsor is removed or ifa vacancy exists in the office of
Trustee for any reason (the Trustee in such event being referred to herein as the "Retiring.
Trustee"), the Issuer shall prom~ly appoint a successor Trustee.

(e) TheHolders of a majority in Outstanding Amount of the Transition Bonds
of all Series, voting together as a single class, may remove the Trustee by so notifying the Issuer
and the Trustee and such Holders may appoint a successor Trustee.

(d) A successor Trustee shall deliver a written acceptance of its appointment
to the Retiring Trustee .and to the Issuer. Thereupon the resignation o.r removalof the Retiring
Trustee shall become effective, and the sueeess0rTrustee shall have all the rights, powers and
duties of the Trustee under this Indenture and the lnterereditor Agreement. No resignation or
removal of the Trustee pursuant to this Section 6.08 shall become effective until the acceptance
of the appointment by a successor Trustee. The successor Trustee shall mail a notice of its
succession to the Transition Bondholders. The Retiring Trustee shall promptly transfer all
¯ property held by it as Trustee to the successor Trustee.
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(e) Ifa successor Trustee does not take office within thirty days after the
Retiring Trustee resigns or is removed, the Retiring Trustee, the Issuer or the Holders of a
majority in Outstanding Amount of the Transition Bonds of all Series may petition any court of
competent jurisdiction for the appointment of a successor Trustee.

(f) If the Trustee fails to comply with Section 6.11, any Transition
Bondholder may petition any court of competent jurisdiction for the removal of the Trustee and
the appointment of a successor Trustee.

(g) Notwithstanding the replacement of the Trustee pursuant to this Section
6.08, the Issuer’s obligations under Section 6.07 shall continue for the benefit of the Retiring
Trustee.

SECTION 6.09 SUCCESSOR TRUSTEE BY MERGER.

(a) If the Trustee consolidates with, merges or converts into, or transfers all or
substantially all of its co,orate trust business or assets to, another corporation or banking
association, the resulting, sm’viving or transferee corporation or banking association shall,
without any further act, be ~e successor Trustee. Notice of any such event shall be promptly
given to each Rating Agency by the Successor Trustee.

-̄ (b) In case at the time such suceessoror successors by merger, conversion,
consolidation or transfer shall succeed to the trusts created by this Indenture any of the
Transition Bonds shall have been authentieat~ed butnot delivered, any such successor to .the
Trustee may adopt the certificate of authentication of any Retiring Trustee, and deliver such
Transition Bonds so authenticated; and in ease at that time any of the Transition Bonds shall not
have been authenticated, any successor to the Trustee may authenticate such Transition Bonds
eider in the name of any Retiring Trustee h~reunder or in the name of the successor tothe
Trustee; and in all such eases such certificates shall have’ the full force and effect granted by the
Transition Bonds or by this Indenture and ti~S force and effect shall:be equal to any Certificate
issued by the Trustee.

SECTION 6.10 APPO~TMENT OF CO-TRUSTEE OR SEPARATE
TRUSTEE:

(a) ¯ Notwithstanding any other provisions of this Indenture, at any time, for
the purpose of meeting any legal requirement of any jurisdiction in whieh any part of the
Collateral may at the time be located, the Trustee shall have the power and may execute and
deliver all instruments to appoint one or more Persons to act as a co-trustee or co-trustees, or
separate trustee or separate tru~stees, of all or any part of the Collateral, and to vestin such Person
or Persons, in such capacity and for the benefit of the Transition Bondholders, such title tO the
Collateral, or any parthereof, and, subject to the other provisions 0fthis Section 6.10, such
powers, duties, obligations, rights and trusts as the Trustee may consider necessary or desirable.
No co-trustee or Separate trustee hereunder shall be required to meet the terms of eligibility as a
successor trustee under Section 6.11 and no notice to the Transition Bondholders of the
appointment of any co-trustee or separate trustee shall be required under Section 6.08. Notice of
any such appointment shall be promptly.given to each Rating Agency by the Trustee.
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(b) Every co-trustee and separate trustee shall, to the extent permitted by law,
be appointed and act subject to the following provisions and conditions:

(i)    all fights, powers, duties and obligations conferred or imposed
upon the Trustee shallbe conferred.or imposed upon and exercised or performed by the
Trustee and such co-trustee or separate trustee jointly (it being understood that such co-
trustee or separate trustee is not authorized to act separately without the Trustee joining in
such act), exee_pt to the extent that under any law of any jurisdiction in which any
particular act or acts are to be performed the Trustee shall be incompetent or unqualified
to perform such act or acts, in which event such fights, powers, duties and obligations
(including the holding of title to the Collateral or any portion thereof in any such
jurisdiction) shall be exercised andperformed singly by such co-trustee or separate
trustee, but solely at the direction of the Trustee;

(ii) no trustee hereunder shall be personally liable by reason of any act
or omission of any other’ trustee hereunder; and

(iii) the Trustee may at any time acceptthe resignation of or remove
any co-trustee or separate trustee."

(e) .Any notice, request or. other wdting given .to the Trustee shall be deemed
to have been given to each of the then co-trustees and separate trustees, as effectively as if given
to each of them. Every instrument appointing any co-trustee or separate trustee shall refer to this
Indenture and the eonditi0ns of this Article VI. Each co-trustee and separate trustee, upon its
acceptance of the trusts conferred, shall be vested with the estates or property, specified in its
instrument of appointment, either jointly with the Trustee or separately, as may be provided
therein, subject to all the provisions of this Indentt~e, specifically including every provision of
this Indenture relating to the.conduct of-, affecting the liability of, or affording protection to, the
Trustee. Every such instrument shall be filed with the Trustee.

(d) Any co.-trustee or separate trustee may at any time constitute the Trustee,
its agent or attorney-in-fact with full power and authority, to the extent not prohibited by law, to
do any lawful act under or in respect of this Indenture on its behalf and in its name. If any co-
trustee or separate trustee shall diei become incapable of acting, resign or be removed, all of its
estates, properties, fights, remedies and ~’usts shallvest in and be exercised by the Trustee, to the
.extent permitted by taw; withoutthe appointment of a new or successor trustee.

SECTION 6,11 ELIGIBILITY; DISQUALIFICATION. The Trustee shall
at all times satisfy the requirements of TIA Section 310(a) and Section 26(a)(i) of the Investment
Company Act of 1940, as amended. The Trustee shallhave a combined capital and surplus of at
least $50,000,000 as set forth in its most recent published annual report of eonditiun and it shall
have a long term debt rating of"BBB-" or better by Standard & Poor’s., "Baa3" or better by
Moody’s and "BBB-" or better by Fitch. The Trustee shall comply with TIA Section 310(b),
including the optional provision permitted by the second sentence of TIA Section 310(b)(9);
provided, however, that there shall be excluded.from the.operation of TIA Section 310(b)(1) any
indenture or indentures under which other securities of the Issuer are outstanding if the
requirements for such exclusion set forth in TIA Section 310(b)(1) are met. If at anytime the
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Trustee shall ceas~ to be eligible in accordance with the provisions of this section, it shall resign
or be removed immediately in the manner and with the effect specified in Section 6.08.

SECTION 6.12 PREFERENTIAL COLLECTION OF CLAIMS AGAINST
TIlE ISSUER. The Trustee shall comply with TIA Section 311(a), excluding any eredito~
relationship listed in TIA Section 311 (b). A Trustee who has resigned or been removed shall be
subject to TIA Section 3I l(a) to the extent indicated.

SECTION 6.13     REPRESENTATIONS AND WARRANTIES OF THE.
TRUSTEE. The Trustee hereby represents and warrants that:

(a) the Trustee is a banking corporation validly existing in good standing
under the laws of the State of New York; and

(b) the Trustee has full power, authority and legal fight to execute, deliver and
perform this ~denture and the Basic Documents to which the Trustee is a party and has taken all
necessary action to authorize the execution,~delivery and performance by it of this Indenture and
such Basic Documents.

SECTION 6.I4 . RIGHT OF TRUSTEE IN CAPACITY OF REGISTRAR
OR PAYING AGENT. In the event that the Trustee is also acting in the capacity of Paying
Agent or Transition Bond Registrar hereunder, the fights, proteetions,, immunities .and
indemnities afforded to the Trustee shall also be afforded to the Trustee in its capacity as Paying
Agent or Transition Bond Registrar.

ARTICLE VII

TRANSITION BONDHOLDERS’ LISTS AND I~PORTS
¯SECTION 7.01 ISSLrER TO FURNISH TRUSTEE NAMES AND

ADDRESSES OF TRANSITION BONDHOLDERS, The Issuer shall furnish or cause to be "
furnished to the Trustee (a) not more than five days after the earlier of (i) each Record Date with
respect to each Series and (ii) three months after the last Record.Date with respect tO each Series,
a list, in such form as the Trustee may reasonably require~ of the names and addresses of the
Holders of such Series as of such Record Date, (b) at such other times as.the Trustee may request
in writing, within thirty days after receipt by the Issuer ofany such request, a list of similar form
and content as of a date not more than ten days prior.to the time such list is furnished; provided,
however, that so long as the Trustee is the Transition Bond Registrar, no such list shall be
required to be furnished.

SECTION 7.02           PRESERVATION OF INFORMATION;
COMMUNICATIONS TO TRANSITION BONDHOLDERS.

(a) The Trustee shal! preserve, in as current a form as is reasonably
practicable, the names and addresses of the Holders contained in the most recent list fia’Nshed to
the Trustee as provided in Section 7.01 and the names and addresses of Holders received by the
Trustee in its capacity as Transition Bond Registrar. The Trustee may destroy any list ftmaistied
to it as provided in such Section 7.01 upon receipt of a new list so fumished~.
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(b) Transition Bondholders may commu~eate with other Transition
Bondholders pursuant to Section 312(b) of the TIA, with respect to their.fights under this
Indenture or under the Transition Bonds..

(c) The Issuer, the Trustee and the Transition Bond Registrar shall have the
protection of Section 312(c) of the TIA.

SECTION 7.03 REPORTS BY ISSUER.

(a) The Issuer shall:

(i)    file with the Trustee within fifteen days after the Issuer is required
to file the same with the Commission, copies of the annual reports and of the information,
doett~ents and other repo.rts (or copies of such portions of any of the foregoing as the ’
Commission may from time to time by rules and regulations prese.ribe) which the Issuer
is require~ to file with the Commission pursuant to Section 13 or 15(d) of the Exchange
Act;

(ii) file with the Trustee and the Commission, in accordance with rules
.and regulations prescribed from time to time by the.Commission, such additional
information, documen~ and reports with respect to compliance by the Issuer with the
conditions and covenants of this Indenture as may be required from time to time by such
rules a~d r~cgulafions; and

(iii) supply to the Trustee (and the Trustee shall transmit by maii to all
Transition Bondholders described inTIA Section 313(e))~ such summaries of any
information, documents and reports required to be filed by the Issuer pursuant to clauses
(i) and (ii) of this Section 7.03(a) as may be required by rules and regulations prescribed
from time to time by the Commission,

(b) Unless the Issuer otherwise determines, the fiscal year of the Issuer shall
end on December 31 of each year.

SECTION 7.04 REPORTS BY TRUSTEE.

(a) If required by TIA Section 313(a), within sixty days after the end of each
fiscal year of the Issuer, commencing with the year after the issuance of the Transition Bonds of
each Series, the Trustee shall mail to each Holder of such Series as required by TIA Section
313(e) a brief report dated.as of such date that complies with TIA Section 313(a). The Trustee
also shall comply with TIA Section 313(b); provided, however, that the initial report so issued
shall be delivered not more than twelve months after the initial issuance of each Series.

(b) A copy of each TIA Section 313(a) report at the time of its mailing to
Transition Bondholders shall be filed by the Trustee with the Commission and each stock
exchange, if any, on which the Transition Bonds are listed (to the extent required by the rules of
such exeh~ge or exchanges). The Issuer shall notify the Trustee if and when the Transition
Bonds are listed on any stock exchange.
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SECTION 7.05 PROVISION OF SERVICER REPORTS. Upon the
written request of any Transition Bondholder to the Trustee addressed to the Corporate Trust
Ōffice, the Trustee shall provide such Transition Bondholder with a copy of the Officer’s
Certificate referred to in Section 3.06 of the Servicing Agreement and the Annual Accountant’s
Report referred to in Section 3.07 of the Servicing Agreement.

ARTICLE VIII

ACCOUNTS, DISBURSEMENTS AND RELEASES

SECTION 8,01 COLLECTION OF MONEY: Except as otherwise ’
¯ expressly provided herein., the Trustee may demand payment or delivery of, and shall receive and
collect, directly and without intervention or assistance of any fiscal agent or other intermediary, -
all money and other property payable toor receivable, by the Trustee pursuant to this Indenture.
The Trustee shall apply all such money received by it.as provided in this Indenture. Except as
otherwise expressly provided in this Indenture, if any default occurs in the making of any
payment or performance under any agreement or instrument that is part of the Collateral, the
Trustee may take such action as may be appropriate to enforce such payment or performance,
ineluding the institution and prosecution of appropriate Proceedings. Any such action shall be
without prejudice to any fight to claim a Default or Event of Default under this Indenture and
any right to proceed thereafter as provided in ArfieleV.

SECTION 8.02 : COLLECTION ACCOUNT.

(a) (i) On or prior to the Series Issuance Date for the first Series issued
hereunder, the Issuer shall open, at theTrustee’s Corporate Trust Office, or at another Eligible
Institution, one or more segregated non-interest bearing trust accounts in the Trustee’s name for
the benefit of the Holders (eolleetively, the "CoIleetion Account"). The Collection Account shall
initially be divided into subaccounts, which need not be separate bank accounts: a general’
subaceount (the "General Subaeeount"), unless otherwise provided, in therelated Series
Supplement, an overcollateralization subaceount for each Series (each, an "Overeollateralization
Subaccount" or the "Series Overco!lateralizati~inSubaecount"), a capital subaceount for each
Series.(eaeh, a "Capita! Subaecount" or the "Series Capital Subaccount"), a reserve subaeeount
(the ’~eserve Subaecoumt"), a series subaccount for each Series (each, .a "Series.Subaceount")
and a class subaecotmt for any Class of arty Series which has a floating rate of interest as
specified in any Series Supplement (each, a "Cla§s Subaeeount"). If so provided in any Series
Supplement, the Series Capital Subaecount for the related Series may be divided into separate.
subaeeounts bearing the designations specified in such Series Supplement for the purpose of
tracing deposits to and withdrawals from suchSeries Capital Subaccount, provided that in such
ease the terms Series Capital Subaeeount and Capital Subaecount with respect tO such Series
shall refer collectively to all such subaecounts except as specified in such Series Supplement for
purposes of such tracing. On or prior to .the Series Issuance Date for each Series issued atler the
Series Issuance Date for the fir.st Series issued hereunder, the Issuer shall establish an additional
Series Subaccount therefor and a Class Subaeeount for any Class of such Series which has a
floating rate of interest and in respect of which the Issuer has entered ini~o an .Nterest Rate Swap
Agreement,.as Subaecounts of the Collection Account. Prior to depositing funds or U.S.
Government Obligations in the Collection Account pursuant to Sectioris4.01 or 4.02, the Is.su~r
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shall establish defeasanee subaccounts (each, a "Defeasance Subaeeount") for each Series for
which funds shall be deposited, as subaeeounts of the Collection Account. All amounts inthe
Collection Account not allocated to any other Subaceount shall be allocated tO the General
Subaeeount. Prior to the initial Payment Date, all amounts in the Collection Account (other than
funds deposited into the Capital Subaecount, up to the Required Capital Amount) shall be
allocated to the General Subaccount. All payments received by the Trustee from any Swap
Counterparty at any time shall be deposited in the related Class Subaceount. All references to
the Collection Account shall be deemed to include reference to all subace.ounts contained therein.
Withdrawals from and deposits to each of the foregoing subaeeounts of the Collection Account.
shall be made as set forth in Sections 4.01, 4.02, 4.03 and 8.02(d) through (n). The Collection
Account Shall at all times be maintained as an Eligible Account and only/he Trustee shall have
access to/he Collection Account for the purpose of making deposits, in and withdrawals from the
Collection Account in accordance with this Indenture. If at any time-the Collection Account
ceases to be an Eligible Account, the Trustee shall, within ten days, e~ablish a new Collection
Ace0unt as an Eligible Account. Funds inthe Collection Account shall not be commingled by
the issuer with any other moneys, and shall notbe commingled by the Trustee. All moneys
depositedfrom time to time in the Collection Account, all deposits therein pursuant to this
Indenture, and all investments made in Eligible Investments with such moneys, including all
income or other gain from such investments, shall be held by the Tru"stee in the Collection
Account as p~irt of the Collateral as herein provided.

(it) Notwithstanding any other provision of this Indenture, the Collection
Account shall be a "securities account" (as defined in Section 8-50I(a) of/he New J.ersey UCC)
and shall be established with the Trustee, acting a~ a :’securities. intermediary~’ (as defined in
Section 8-102(a)(14) of the New Jersey UCC), and, in its capacity as securities intermediary, the
Trustee hereby agrees that (A) the Collection Account shah be a securities account of the
Trustee, ~)each item of property (whether cash, cash equivalents, instnm~ents, investments,
investment property or other) credited to the Colleeti0n Account shall be treated as a "financial
asset" within the meaNng of Section 8-102(a){9) of the New Jer.sey UCC, (C) such sectaries
intermediary shall treat the Trustee as an "entitlement holder" (as defmed in Section 8-102(a)(7)
of the New JerseyUCC) entitled to exercise the rights that comprise each financial asset credited.
to the Collection Account, ~) such securities intermediary shall comply with entitlement orders
originated by the Trustee without the further �ogent of the Issuer Or any other Person or entity,
~) such securities intermediary has not agreed to e0mply with Re instructions of any. person
.with respect to the Collection Account o~ a~y’security entitlements or financial ’assets relating
thereto (other than pursuant to this Indenture)and shall not agree with any person other than the
Trustee to comply with entitlement orders odginatedby such other person in respect of the
Collection Account or any security entitlement or financial asset carried in the Collection
Account, ~) the ColIeetion Account and allproperty credited ~to it shall not be subject to any
Lien, security interest, right of set~offin favor of such securities interm e.diary or anyone claiming
through it (other than the Trustee) and in theevent such securities intermediary or anyone
elaiming through it (o/her than the Trustee) has or subsequently obtains ..by agreement, operation
of law or otherwise a security interest in the Collection Account; the securities intermediary
agrees that s.ueh security interest shall .be subordinate to the.security interest of theTrustee, (G)
such securities intermediary shall not have any knowledge without any independent investigation
of any adverse claim to the Collection Account or to the security entitlements with respect
thereto, (H) the securities intermediary’s jurisdiction (as defined in Section 8-110(e) 0fthe New
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Jersey UCC) shall be the State of New J’ersey and this Indenture is the agreement that governs
the Co!leetion Account for purposes of the New Jersey UCC, (I) all securities and other property
underlying any financial assets credited to the C011eetion Account shall be registered in the name
of the Trustee or endorsed to the Trustee or in blank, and (J) such securities intermediary, shall
not change the name or account number (other than in the normal course of operations in order to
comply with internal system requkements) forthe Collection Account without the. prior written
consent of the Trustee or otherwise in accordance with this Indenture. The Tmstee,in its
capacity as securities intermediary, and the parties hereto agree that the Colleeti0n Account shall
be under the control (within the meaning of Section 87106 of the New Jersey UCC) of the
Trustee and no other person. Each party hereto and the Trustee, in its capacity as securities
intermediary, agree that from time to time it shall promptly execute and deliver all insRagnents
and documents, and take all actions, that may be reasonably necessary or that the Trustee may
reasonably request in order ~to perfect: and protect the security interest granted or intended to be
granted.hereby orto enable the Trustee to exercise and enforce its rights and remedies hereunder
with respect to the Collection Account and all proceeds thereof.

(b) Funds in the Collecti0n Account shall be invested and reinvested in
Eligible Investments by the Trustee upon an Issuer Order; provided, however, that no funds in
the Defeasanee Subaceountfor any Series shall be invested in Eligible Investments or otherwise,
except that U.S. Government Obligations deposited by the Issuer with the Trustee pursuant to
Section 4.02 shall remain as such. Except as provided in Section 8.02(g)(x), allincome or other
gain from investments of moneys deposited in the Colleeti0n Account shall be deposited by the
Trustee in the ColteetionA~count, and any loss ~esulting from such investments shall be charged
to the Collection Account.. The Issuer shall not directthe Trustee to make any investment of any
funds or to sell any investment held in the Collection Account unless the security interest, granted
and perfected in such. account will continue to be perfected in such investment or the proceeds of
such sale, in either ease without any further action by any Person, and, in connection with any
direction to the Trustee tO make any such investment or sale, if requested by the Trustee, the "
Issuer shall deliver to the Trustee an Issuer Opinion Of Counsel, acceptable to.the Trustee, to
such effect. Subject to Section 6.01(e), the Trustee shall not in anyway be heldliable for the
selection of Eligible InVestments or for investment losses incurred thereon except for losses
attributable to the Tmstee’s?failure to make payments on such Eligible Investments issued by the
Trustee, in such entity,s eomnaereial capacity as principal obligor and not as Trustee, in
accordance with their.terms. The Trustee shall have no liability in respect of losses incurred as.a
result of the liquidation ofany Eligible Investment prior to its stated maturity or the failure of the
Issuer tO provide timely ffritten investment direction. The Trustee shall have no. obligation to.
invest or reinvest any amounts held hereunder in the absence of written investment direction
pursuant to an Issuer Order.

(e) Any TBC Colieetions remitted by the Servicer to the Trustee, all
investment earnings on the subaceounts in the Collection Account other than any Capital
Subaeeount, any Indemnity Amounts remitted to the Trustee by the Seller or the Servicer or
otherwise received by the Trustee, any other proceeds of Collateral received by flae Servieer, the
Issuer or the Trustee and any amounts paid by any Swap Counterparty under an Interest Kate
Swap Agreement received by the Servicer, the Issuer or the Trustee, shall be deposited in the
General Subaecount.
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(d) On each Payment Date, first (i) any expenses, including legal fees and
expenses, Indemnity Amounts (up to a maximum of $10 million in the aggregate, for the then
current and all prior Payment Dates and $2,500,000 frr any particular Payment Date and for all
Series unless the Issuer has received confirmation from S&P that a further amount will not result
in a reduction or withdrawal of the then current rating of the Outstanding Transition Bor~ds) and
any other mounts due and owing to the Trustee pursuant to the Basic Documents for such
quarter so long as no Event of Default would result from the payment of such Indemnity
Amounts (as limited above) or such other mounts, shall, at the direction of the Servicer, be paid
to the Trustee; andafter all payments required to be made under subsection (i) hereof, then (ii)
the fees payable to the Independent Managers.in an amount equal ~to $500 for such quarter and
any other amounts due and owing to the Independent Managers pursuant.to the Issuer LLC
Agreement shall, at the direction of the Servicer, be paid to the Independent Managers.

(e) On each Payment Date, after the distributions made pursuant to clause (d)
above, the Quarterly Servicing Fee and any unpaid Quarterly Servicing Fees shall, at the written
direction of the Servicer, be paid to the Servicer to the extent that such amounts have not been
withheld by the Servicer from TBC Collections pursuant to Section 5.07 of the Servicing
Agreement,

(f)    On each Payment Date, or such other date related to Such Payment Date as
may be specified in the related Series Supplement, the Trustee, at the written direction of the
Servicer, shall altoeate to each Class Subaccourtt the mounts specified in the related Series
Supplement. Such amounts shall be so allocated after taking into account all allocations and
payments required in connection with such Payment Date under clauses (d) and (e) above and
(g)(i) through (iii) below; provided that in the event of any shortfall of amounts to be allocated
pursuant to clause (g)(iii) among more thanOne Class of the applicable Series, amounts shall be
allocated to such Class. Subaceount on a Pro Rat~ basis with all other Classes of the relevant
Series. Amounts in each Class Subaccount shall be applied as provided in the related Series
Supplement.

(g) . On each Payment Date, or before each Payment Date to the extent
otherwise specified in the related Seres Supplement with respect to any Class Subaeeount,
12:00 noon (prevailing New York City time), or if such day is not a Business Day, on the
following Business Day, the Trustee Shall, at the written direction of the Servicer, apply all
amounts on deposit in the General Subaeeount of the Collection Account and any investment
earnings on the subaceounts in the Collection Aeeounti except for earnings in the Capital
Subaceount, after distribution in~ accordance with elauses (d) and (e) above, and, subject to the
qualifications therein, after Nloeation to any. Class Subaccount in accordance with clause (f)
above and payment to each related Swap Counterparty in accordance with the related Series
Supplement, in the following priority:

(i)    the administration fee payable under, and determined in
accordance with, the Adrn. i~. istration.Agreement in an amount not to exceed the
Administrator’s aetuat cost, shall be paid to the Administrator;

(ii) so long as no Event of Default has occurred and is continuing or
would be caused by such payment, all Operating Expenses other than distributions in
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accordance with clauses (d), (e) and (g)(i) above shall be paid to the Persons entitled
thereto in accordance with the priorities set forth in this § 8.02, provided that the amount
paid on such Payment Date pursuant to this clause (g)(ii) may not exceed an annual
aggregate of $250,000 for all Series;

(iii) payment of interest as follows:

(A) First, payment of accrued and unpaid interest on each
Series from any prior period, including payment of amounts payable, ff any, to
each Swap Counterparty in accordance with the related Interest Rate Swap
Agreement, which amount ofunpald interest shall be allocated to the
corresponding Series Subaecount;

03) Then, payment of the current interest then due on each
Series, including payment of amounts payable to each Swap Counterparty in
accordance with the related Interest Rate Swap Agreement, which amount of
current interest shall be allocated to the eorrespond~g Series Subaeeount
(provided, that, to the extemprovided in any Series Supplement with respect to
interest on any floating rate Class, such amount shall be equal to the applicable
amount specified in the related Series Supplement payable with respect to that
Class) and if there are insufficient funds to make such allocation in full, amounts
shall be allocated on a Pro Rata basis to the corresponding Series Subaccount;

(iv) an amount equal to the Principal of each Class of each Series
payable as a result of acceleration pursuant to Section 5.02, the Principal of each Series
or Class payable because such PaymemDate is on or after the Fina! Maturity Date of

¯ such Series or Cta.ss, and the Principa! of each Series or Class payable on the Redemption
Date for an optional redemption for su.eh Series or Class sha!l be allocated to the
corresponding Series Subaceount and, to the extent there are.insutNeient, funds to make
such allocation in f~l, amounts shaltbe allocated on a Pro Rata basis;

(v) an amount equal to the Principal scheduled to be paid oneach
Class of each.Series on such Payment Date according to.the Expected Amortization
Schedule, excluding any amounts provided for pursuant to clause (g)(iv) above, shall be
allocated to the corresponding Series Subaee0unt and, if thcreare insufficient funds to .
make such allocation in Nll, amounts shall be allocated on a Pro Rata basis;-

(vi) all remaining unpaid Operating Expenses and Indemnity Amounts
shall be paid to the Persons entitled thereto in accordance with the priorities set forth in
this Section 8.02;

(vii) ¯ .an amount necessary to replenish any shortfalls in the Capital
Subaccount for each Series below the Required Capital Amount for such Series shall be
allocated to the Capital 8ubaccount for such Series, Pro Rata, basedon the Outstanding
Principal balance of each Series;

(viii) an amount shall be allocated to the Overcollateralization
Subaccount for each Series sttffieient to cause the amount in the Overeollateralization
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Subaccount for such Series to equal the Scheduled Overeollateralizaf!on Level for such
Series as of that Payment Date, Pro Rata, based on the Outstanding Principal balance of
each Series;

(ix) any termination or breakage amounts payable by the Issuer under
any Interest Rate Swap Agreement on such Payment Date shall be paid to the Persons
entitled thereto ~rovided, however, that for the avoidance of doubt, payments under this
clause (ix) shall.be paid on an unsecured basis and shall be paid after payment on such
Payment Date of all amounts provided in (d), (e), (f) and (g)(i) through (viii) above);

(x) so long as no Event of Default has oectm’ed and is continuing, an
amount equal to investment earnings on amounts in the Capital Subaeeount shall be
released to the Issuer;

and
(xi) the balance, if any, shall be allocated to the Reserve Subaeeount;

(xii) following repayment of all amounts payable hereunder and with
respect to all outstanding Series, subelause (g)(xi) shall cease to apply and the.balance, if
any, shall be released to the Issuer free.fi’om the Lien of this Indenture.

(h) For purposes of allocations among Series prior tO .an acceleration of the
maturity of Transition Bonds pursuant to Section 5.02, ex.eept as otherwise provided in any
Series Supplement, "Pro Rata" means with respect to any Series a ratio: (i) in the ease of a
payment of interest on any Payment Date, the numerator of which is the amount of interest
payable on such Series on such Payment Date and, with respect i;o any Class of such Series of ’
floating rate Transition Bonds, the Gross Fixed Amount for that class (as such term is defined by.
the related Series Supplement) on such PaymentDate, and the denominator of which is the
aggregate amount of interest payable on all Series on such Payment Date; (ii) in the case of a
payment of Principal on .any PaymentDate, the numerator of which is the aggregate amount of
Principal scheduled tO be paid or payable, as the case may be, On such Payment Date with
respect to such Series and the denominator of which is the sum of the aggregate amounts of
Principal scheduled to be paid or payable, as the ease may be, with respect to all Outstanding
Series on such Payment Date; and (iii) in the case of a payment or allocation on any Payment.
Date other than of interest or Principal, the numerator of which is the Outstanding Principal
amount of such Series immediately.prior such Payment Date and the denominator of which is the
aggregate Outstanding Principal amount of all Series immediately prior suchPayment Date.

(i)    If, on any Payment Date, funds on deposit in the General Subaecount are
insufficient to make the payments and allocations contemplated by subclauses (d), (e): (f) and
(g)(i) through (v); (vii) and (viii) above for all Series, the Trustee shall, at the written direction of
the Servicer, draw from amounts on deposit in the following subaccounts in the f011owing order
up to the amount of such shortfall, in order to make such payments and al!oeations:

(i) from the Reserve Subaccount for all Series, Pro Rata, for payments
and allocations contemplated by subelauses (d), (e), (f) and (g)(i) through (v), (vii) and
(viii);                  "
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(ii) from the Overcollateralization Subaccount for such Series, Pro
Rata, for payments and allocations contemplated by subclauses (d), (e), (f) and (g)(i)
fl~ough (v); and

(iii) from the Capital Subaceount for such Series; Pro Rata, for
payments and allocations contemplated by subelauses (d), (e), (f) and (g)(i) through (v);

provided that no amounts from the Reserve Subaceount, the Overcollateralization Subaccotmt for
such Series or the Capital Subaceount for such Series shall be allocated to any Class Subaecount
pursuant to subctause (g)(ili) to the extent a shortfall in amounts available to pay interest due on
the related Class is due solely to a failure by a Swap Counterparty to make payments due under
the related Interest Rate Swap Agreement.

(j)    On each Payment Date for each Series prior to an acceleration of the
maturity of Transition Bonds pursuant to Section5.02, the amounts On deposit in such Series
Subaecount shall be allocated, at the written direction of the S(rvieer, in the following .order of
priority: (i) topay interest due and payable on the Transition Bondsof such Series with respect
to such Payment Date to the Holders of such Series; and (ii) the batanee, if any, up to the amount
of Principal scheduled to be paid or payable on the Transition Bonds of such Series on such
Payment Date; to pay such Principal to the Holders of such Series.

(k) Prior to an aeeeleration of the Transition Bonds pursuant to Section 5.02,
payments of interest with respee.t to each Series eomprised of two or more Classes shall be -
allocatedamrng the Classes within such Series on a Pro Rata basis. All payments of Principal
shall be made in the order set forth in the Expected Amortization Schedule established with
respect to each Series and within such Series, in order of Class, and all paYments of Principal
that were not made on the scheduled Payment Date therefor shall be made in the order that they
were. scheduled for paYment:                           ’4

(t)    For purposes of allocations among Classes.within a Series prior to an
acceleration of the maturity of Transition Bonds pursuant to Section 5.02, except as otherwise
provided in the related Series Supplement, "Pro Rata" means with respect to any Class a ratio: (i)
in the case of a payment of interest with respect to any Payment Date, the numerator of which is
the amount of interest payable to such Class on such Payment Date, or in the ease of any Class of
floating rate Transition Bonds, the Gross Fixed Amount for that class (as such term is defined by
the related Series Supplement) on such Payment Date, and.the denominator of which is the
aggregate amount of interest payable on all Classes within such Series. on such Payment Date;
and (ii) in the case of a payment of Prirteipal on any Payment Date, the numerator of which is the
aggregate amount of Principal scheduled to be paid or payable, as the ease may be, on such
Payment Date with respect to such Class and the denominatorofwhieh is the sum ofthe
aggregate amounts of Principal scheduled to be paid or payable, as the ease may be;. with respect
to all Outstanding Classes within such Series on such Payment Date.

(m) Prior to an acceleration of the Transition Bonds pursuant to Section 5.02,
all payments of Principal and interest to Holders of a single Class, or of a single Series without
Classes, shall be made on a proportionate basis based on the respective Principal amounts Of
such Transition Bonds held by such Holders.
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(n) Upon an acceleration of the maturity of the Transition Bonds pursuant to
Section 5.02, the aggregate amount of Principal of and interest accrued and unpaid on each
Transition Bond shall be payable, without priority of interest over Principal or of Principal over
interest and without regard to Series or Class, in the proportion that the aggregate amount of
Principal of and interest accrued and unpaid on such Transition Bond bears to the aggregate
amount of Principal of and interest accrued and unpMd on all Transition Bonds.

(o) Notwithstanding any other provision in this Indenture to the contrary, in
the event of an acceleration of the matu£ityof Transition Bonds and a Subsequent liquidation of
the Collateral in accordance with~ Section 5.04(a), if SO required by any Interest Rate Swap
Agreement, the proceeds of such liquidation allocated to the related Class of floating rate
Transition Bonds in accordance with this Section 8.02 shall be deposited in the related Class
Subaccount and allocated between and paid to the Holders of such floating rate Class, on the one

~ hand, mad the related Swap Counterparty, on the other hand, pro rata based on the aggregate
amount of Principal and interest due and payable on such floating rate Class and the aggregate
amount payable to the related Swap Counterparty in accordance with such Interest Rate Swap
Agreement.

SECTION 8.03 RELEASE OF COLLATERAL.

(a) All money and other property withdrawn from the Collection Account by
the Trustee for payment to the Issuer as provided in this Indenture in accordance with Section
8.02 shall be deemed released from this Indenture when so withdrawn.and applied in accordance
with the provisions of Article VIII, without further notice to, or release or consent by, the
Trustee.

(b) Other than as provided for in clause (a) above, the Trustee shall release
property from the Lien of this Indenture.only as and to the extent permitted by the Basi.e
Documents and only upon receipt of an Issuer Request accompanied by .an Issuer Officer’s
Certificate, an Issuer Opinion of Counsel and Independent Certificates in accordance with TIA
Sections 314(e) and 3 t4(d)(1) meeting the applicable requirements of Section 11.01 or an Issuer
Opinion of Counsel in lieu of such Independent Certificates to the effect that the TIA does not
require any such Independent Certificate.

(e) .Subject to the payment of its fees and expenses pursuant to Section 6.07,
the Trustee may, and when required by the provisions of this Indenture shall, execute instruments
to release property from the Lien of this Indenture, or convey the Trustee’s interest in the same,
in a manner and under circumstances that are not inconsistent with the provisions of this
Indenture. No party relying upon an instrument executed by the Trustee as provided in this
Article VIII shall be bound to ascertain the Trustee’s authority, inquire into the satisfaction of
any conditions precedent or see to the application of any moneys.

(d) Subject to Section 8.03~o), the Trustee shall, at such time as there are no
Transition Bonds Outstanding and all sums due the Trustee pursuant to Section 6.07 have been
paid, release any remaining portion of the Collateral that secured the Transition Bonds from the
Lien of this Indenture and release to the Issuer or any other Person entitled thereto any funds or
investments then on deposit in or credited to the Collection Account.
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SECTION 8.04 ISSUER OPINION OF COUNSEL. The Trustee shall
receive at least five days written notice when requested by the Issuer to take any action pursuant
to Section 8.03, accompanied by copies of any instruments involved, and the Trustee shall also
require, as a condition to such action, an Issuer Opinion of Counsel, inform and substance
satisfactory to the Trustee, stating the legal effect of any such action, outlining the steps required
to complete the same, and concluding that all conditions precedent to the taking Of such action
have been complied with and such action will not materially and adversely impair the security
for the Transition Bonds or the rights of the Transition Bondholders in contravention of the
provisions of this Indenture; provided, however, that such Issuer Opinion of Counsel shalI not be
required to express an opinion as to the fair value of the Collateral. The Issuer Opinion of
Counsel may be based (without further examination or investigation), insofar as it relates to or is
dependent upon fae .m~ matters, information with respect to which is in the possession of the
Issuer, upon a certificate of, or representations by, an officer or officers of the Issuer, and insofar
as it relates to or is dependent upon matters which are subjectto verification by accountants or
other experts, upon a certificate ~r opinion of, or representations by, such accountant or other
expert, unless such counsel has actual knowledge that the certificate or opinion o.r representations
with respect to the matters upon which the opinion may be based as aforesaid are erroneous.

¯SECTION 8,05 REPORTS BY INDEPENDENT ACCOUNTANTS. The
Issuer shall appoint a firm of Independent registered public accountants 0f recognized national
reputation for purposes 0fP~eparing and delivering the reports o~ certificates of such accountants
required by this Indent~e. and the related Series Supplements. Upon any resignation by such
firm, the Issuer shall promptly appoint a successor thereto that shall also be a firm of
Independent registered public accountants of recognized national reputation. If the Issuer shall
fail to appoint a sUceess0r to a firm of Independent registered public accountants that has
resigned within fifteen days after such resignation, the Trustee shall promptly notify the Issuer of
such failure in writin:g. If the Issuer shall not have appointed a successor within ten days
thereafter, the Trustee shall promptbi appoint a successor firm Of Independent registered publie
accountants of recognized national reputation. The fees Of such firm of Independent registered
public accountants ahd its successor shall be payable by the Issuer.

ARTICLE IX

SUPPLEMENTAL INDENTURES

SEC~ON 9.01           SUPPLEMENTAL INDENTURES WITHOUT
CONSENT OF TRANSITION BONDHOLDERS.

(a) Without the consent of the Holders of any Transition Bonds or any
counterparty under any Interest Rule Swap Agreement but with prior notice to the Rating
Agencies, the Issuer and the Trustee, when authorized by an Issuer Order, at any time and from
time to time, may enter into one or more indentures supplemental hereto (which shall conform to
the provisions of the Trust tnden~ Act as in force at the date of the execution thereof), in form
satisfactory to the Trustee, forany of the following:purposes:

58 NY #569/189 v17



Attachement A
Page 64 of 97

(i)    to correct or amplify the description of the Collateral, or to better
assure, convey and confirm to the Trustee the Collateral, or to subject to the Lien of this
Indenture additional property;

(ii) to evidence the succession, in compliance with the applicable
provisions hereof, of another person to the Issuer, arid the assumption by any applicable
successor of the covenants of the Issuer contained herein and in the Transition Bonds;

(iii) to add to the eovenauts of the Issuer, for the benefit of the
Transition Bondholders, or to surrender any fight or power herein conferred upon the
Issuer;

(iv). to convey, transfer, assign, mortgage or pledge any property to the
Trustee;

(v) to cure any ambiguity, to correct or supplement- any provision
herein or in any Supplemental Indenture which may be inconsistent with any other
provision herein or in any Supplemental Indenture or to make anyother provisions with
respect to matters or questions arising under this Indenture or in any Supplemental
Indenture; provided, however, that (A) such action shall not, as evidenced by an Issuer
Opinion of Counsel, adversely affect in any material respect the interests of any
Transition Bondholder or any counterparty under any Interest Rate Swap Agreement and
.(13) the then current ratings on a~.y Outstanding Transition Bonds shall not be withdrawn
or downgraded by the Rating Agencies;

(vi) to evidence and provide for the acceptance of the appointment
hereunder by a. suecess0r Trustee with respect to the Transition Bonds and to. add to or
change any of.the provisions of this Indenture as shall be necessary to facilitate the
administration of the trusts hereunder by more than one Trustee, pursuant to the
requirements of Article ¥I;

(vii) to modify, etiminate or add to the provisions of tl~is Indenture to
such extent as shall be necessary to effect the qualification of this Indenture under the
TIA or under any similar or successor federal statute hereafter enacted and to add to this
Indenture such other provisions.as may.be expressly requi~ed bythe TIA;

(viii) to set forth the terms of any additional Series that has not
theretofore been authorized by a Supplemental Indenture, :provided that the then current
ratings on any Outstanding Transition Bonds or any outstanding Series 2002-A
Transition Bonds have not been withdrawn or downgraded by the Rating Agencies and
will not be withdrawn or downgraded as a result of the issuance of such additional Series;
or

(ix) to providefor one or more Interest RateSwap Agreements with
respect to any Series orClass which bears a floating rate of interest or any Series or Class
with specified credit enhancement; provided, however, that:
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(A) such action shall not, as evidenced by an Opinion of
Counsel, adversely affect in any material respect the interests of any Transition
Bondholder or any counterparty under any Interest Rate Swap Agreement;

~) the then current ratings on any Outstanding Transition
Bonds or any outstanding Series 2002-A Transition Bonds shall not be withdrawn
or downgraded by the Rating Agencies.

(x) to authorize the appointment of any listing agent, transfer agent or
paying agent or additional registrar for anyClass of any Series required or advisable in
connection with the listing of any Class Or any Series on the Luxemboutg Stock
Exchange or any other stock exchange, and otherwise to amend this Indenture to
incorporate any changes requested or required by any governmental authority, stock
exchange authority, listing agent, transfer agent or paying agent or additional registrar for
any Class or any. Series in connection with that listing.

(I9) The Trustee is hereby authorized to join in the execution of any such
Supplemental Indenture and to make any furtherappropriate agreements and stipulations that
may be therein contained.

SECTION 9.02 SUPPLEMENTAL INDENTURES WITH CONSENT OF
TRANSITION BONDHOLDERS.

(a) The Issuer and the Trustee, when authorized by an Issuer Order, also may,
upon prior notice to the Rating Agencies (in each case, accompanied by the form of the proposed
supplemental indenture) and with the consent of the Holders of not less than a majority of the
Outstanding Amount of the Transition Bonds of each Series or Class to be affected thereby,
voting as a single class, by Act of such Holders delivered to the Issuer and the Trustee, enter into
an indenture or indentures supplemental hereto for the purpose of adding any provisions t0~ or
changing in any manner or eliminating any of the provisions of, this Indentt~e or of modifying in
any manner the rights of the Holders of the Transition Bonds unde~ this Indenture; provided,
however, that hi3 such Supplemental Indenture shall, without the consen~ of theHolder of each
Outstanding Transition Bond of each Series or Class and each counterparty under each Interest
Rate Swap Agreement affected thereby:

(i)    change the date of payment of any installment of Principal of or
premium, if any, or interest on any Transition Bond, or reduce the Principal amount
thereof, the interest rate thereon or the redemption price or the premium, if any, with
respect thereto, change the provisions of any Interest Rate Swap Agreement relating to
the amount, calculation or timing of payments, change the provisions of this Indenture
and the related applicable Supplemental Indenture or Series Supplement relat’mg to the
appfieation of colleefions on, or the proceeds of the sale of, the Collateral to payment of
Principal of or premium, if any, or interest on the Transition Bonds, or change the
eurrencyin which any Transition Bond or the interest thereon, is payable;

(ii) impair the right to institute suit for the enforcement of the
provisions of this Indenture requiring th~ application of funds available therefor, as
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provided in Article V, to the payment of any such mount due on the Transition Bonds on
or after the respective due dates thereof (or, in the case .of redemption, on or after the
Redemption Date);

(iii) reduce the percentage of the Outstanding Amount of the Transition
Bonds or of a Series or Class thereof, the consent of the Holders of which is required for
any such Supplemental Indenture, or the consent of the Holders of which is required for
any waiver of compliance with provisions of this Indenture or defaults hereunder and
their consequences provided for in this Indenture or modify or alter the provisions of the
proviso to the definition of the term "Outstanding";

(iv) reduce.the percentage of the Outstanding Amount of the Transition
Bonds required to direct the Trustee to direct the Issuer to sell or 1.iquidate the Collateral
pursuant to Section 5.04 or to preserve the Collateral pursuant to Section 5.11;

(v) modify this Section 9.02(a), except to increase any percentage
specified in this Section 9.02(a) or to provide thatthis Section 9.02(a) or the Basic
Documents cannot be modified or waived without the consent of each Holder of
Outstanding Transition Bonds affected thereby;

(vi) reduce the percentage of the Outstanding Amount of a Series or
Class, the consent of.the Holders of which is required for any mendments to the Sale
Agreement, the Administration Agreementi the Servicing Agreement or any Interest Rate
Swap Agreement entered into in connection with aay Series orClass;

(vii) modify any of the provisions of this Indenture in such a manner so
as to affect the mount of any payment of interest, Principal or premium, if any, payable
on any Transition Bond on any Payment Date or change the Redemption Dates, Expected
Amortization schedules or Final Maturity Date of any Series or Class, or the method of
calculation of interest on any floating rate Transition Bond;

(viii) decrease the Overeollateralization Amount or Required Capital
Amount with respect to any Series or the Scheduled Overeollateralization Level with
respect to any Payment Date;

(ix) modify or alter the provisions of this Indenture regarding the
voting of Transition Bonds .held bythe Issuer, the Seller, an Affiliate of either of them or
any obligor on the Transition Bonds;

(x) decrease the percentage of the Outstanding Amount of Transition
Bonds required to amend the Sections of this Indenture which specify the applicable
percentage of the Outstanding Amount of the Transition Bonds necessary to amend this
Indenture or any other Basic Document; or

(xi) permit the creation of any Lien ranking prior to or on parity with
the Lien ofthis Indenture with respect to any part of the Collateral, or, except as
otherwise permitted or contemplated herein, terminate the Lien of this Indenture on any

61 nv #569889



Attachement A
Page 67 of 97

property at any time subject hereto or deprive the Holder of any Transition Bond of the
¯ security provided by the Lien of this Indenture.

~) It shall not be necessary for any Act of Transltion Bondholders under this
Section 9.02 to approve the particular form of any proposed Supplemental Indent~e, but it shall
be sut~cient if such Act shall approve the substance thereof.

(c) Promptly after the execution by the Issuer and the Trustee of any
Supplemental hadenture pursuant to this Section 9.02, the Trustee shall mail to the Holders of the
Transition Bonds to which such Supplemental Indenture. relates a notice setting forth in general
terms ~e substance of such Supplemental Indenture. Any failure of the Trustee to mail such
notice, or any defect therein, shall not, however, in any.way impair or affect the :validity of any
such Supplemental Indenture. If any Transition Bonds are listed on the Luxembourg Stock
Exchange and the rules ofs~ueh exchange So require, the listing agent shall arrange for
publ~ication in an Authorized Newspaper that such notice shall be available with the Issuer’s "
listing agent in Luxembourg appointed pursu .ant to Section 3.02(b).

SECTION 9.03 EXECUTION OF sUPPLEMENTAL INDENTURES. In
executing, or permitting the additional trusts created by, any Supplemental Indenture permitted
by this Article IX or the modifications thereby of the trusts created by this Indenture~ the Trustee
shall be entitled to receive, and subject to Sections 6.01 and6.02 shall be fully protected in.
relying upon, an Issuer Opinion of Counsel stating that the execution of such Supplemental
Indenture is authorized or permitted by this Indenture. The Trustee may, but shall not be
obligatedto, enter into any such Supplemental Indenture that affects the Trustee’s own rights,
duties, ]iabi].ities or immtmifies ur~der this Indenture or otherwise.

SECTION 9.04 EFFECT OF SUPPLEMENTAL INDENTURE. Upon the
execution of any Supplemental Indentur6 pursuant to the provisions hereof, this Indenture shall
be and be deemed to be modified and amendedin accordance therewith with respect to each
Series or Class affected thereby, and the respective fights, limitations ofri’ghts, obligations,
duties, liabilities and immunities under this Indenture of the Trustee, fine Issuer, the Holders of
the Tmmition Bonds and each counterparty ,under an Interest Rate Swap Agreement shall
thereafter be determined, exercised and en£oreed hereunder subject in all respects to such
modifications and amendments, and ~11 the terms and conditions of any suchSupplemental
Indenture shall be and be deemed to be part of the termsand conditions of thins Indenture for any
and all purposes.

SECTION 9.05 CONFORMITY WITH TRUST INDENTU1LE ACT.
Every amendment of this Indenture and every Supplemental Indenture exeeut.ed pursuant to this
Article IX shall conform to the requirements of the TIA as then in effect so long as this Indenture
shall then be qualified under the TIA.

SECTION 9.06 REFERENCE IN TRANSITION BONDS TO
SUPPLEMENTAL INDENTURES. Transition Bonds authenticated and delivered after the
execution of arty Supplemental Indenture pursuant to this Article ~ may, and if.~equired by the
Trustee shall, bear a notation in form approved by the Trustee as to any matter provided for in
such Supplemental Indenture. If the Issuer or the Trustee shall so determine, new Transition.
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Bonds so modified as to conform, in the opinion of the Trustee and the Issuer, to any such
Supplementa! Indenture may be prepared and executed by the Issuer and authenticated and
delivered by the.Trustee in exchange for Outstanding. Transition Bonds.

ARTICLE X

REDEMPTION 01z TRANSITION BONDS

SECTION 10.01 " OPTIONAL REDEMPTION BY ISSL~R. If soprovided
in the related Serie~ Supplement and provided that there is no Interest Rate Swap Agreement
with respect to any Class of that Series in effect, the Issuer may, at its option, redeem all, but not
less than all, of the Transition Bonds of a Series on any Payment Date if, aftergiving effect to
payments that would otherv~se be made on such Payment Date, the Outstanding Amount of any "
such Series has been reduced to less than five percent of the irfifial principal balance of such¯

Series. The redemption price in any case shall be equal to the outstanding Principal amount of
the Transition Bonds to be redeemed plus accrued and. unpaid interest thereon at the Interest Rate
to the.Redemption Date (the "Redemption Price"). If the Issuer elects to redeem the Transition
Bonds of a Series pt~suant to this Section 10:01, it shall furnish notice of such election to (a) the
Trustee, not later than twenty-five days prior to the Redemption Date for such.redemption and
(b) the Rating Agencies, not later than ten days prior to such Redemption Date, whereupon all
such Transition Bonds shall be due and payable on such Redemption Date upon the furnishing of
a notice complying withSection 10.03 to. each Holder of the Transition Bonds of such Series
purs .uant to this Section 10.01.

¯
SECTION 10.02 MANDATORY REDEMPTION BY ISSUER. The Issuer

shall redeem the Transition Bonds of a Series on the RedemptionDate or Dates, if any, in the
amounts required, if any, and at the redemption price specified in the Series Supplement for such
Series, which in any ease Shall be not less than the outstanding Principal amount of the
Transition Bonds to be redeemed, plus ace.rued and unpaid interest thereon to such Redemption
Date. If the Issuer is required to redeem the Transition Bonds of a Series pursuant to this Section
10.02, it shall furnish notice of such requirement to the Trustee not later than twenty-five days
prior to the Redempti6n Date for such redemption whereupon all such Transition Bonds shall be
due and payable on the Redemption Date upon the furnishing of a notice complying with Section
10,03 to each Holder of the Transition Bonds of such Series pursuant to this Section 10.02.

SECTION 10.03 FORM OF REDEMPTION NOTICE.

(a) Unless otherwise speeifiedin the Series Supplement relating to a Series,
notice of redemption under Section 10.01 or 10.02 shall be given by the Trustee by first-class
mail, postage prepaid, mailed not less than five days nor more than forty-five days prior to the
applicable Redemption Date to each Holder to be redeemed, as of the etose of business on the
Record Date preceding the applicable Redemption Date at such Holder’s address appearing in
the Transition Bond Register.

All notices of redemption shall state:

(i)    the Redemption Date;
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(it) the amount of such Transition Bonds to be redeemed;

(iii) the Redemption.Price; and

(iv) . the place where such Transition Bonds are to be surrendered for
payment of the Redemption Price (which shall be the office or agency of the Issuer to be
maintained as provided in Section 3.02).

(c) Notice of redemption 0fthe Transition Bonds to be redeemed shall be
given by the Trustee in the name and at the expense of the Issuer. Failure to give notice of
redemption, or any defect therein, to any Holder of any Transition Bond selected for redemption
shall not impair or affect the validity of the redemption of any other Transition Bond. Notice of
optional redemption shall be irrevoeable once given. For so long as any Transition Bonds are
listed on the Luxembourg Stock Exchange and the rules of that exchange so require, notice of
redemption also will be givenby publication in a daily newspaper in Luxembourg not less than
10 days prior to the date of redemption. ¯

(d) With respect to any notice of redemption of Transition’Bonds at the
eteetion of the Issuer, unless, upon the giving of such notice, such Transition Bonds shall be
deemed to have been paid in accordance with-Section t0,0 I, such notice may state that such
redemption shall be conditioned upon the receipt by the Paying Agent, on or prior to the
Redemption Date, of money sufficient to pay the Redemption Price and that if such money shall
not have been so received, such notlee shall be of no force or effect and the Issuer shall not be
required to redeem such Transition Bonds. In the event that such notice of redempti0n contains
such a condition and the Redemption Price is not so received, the redemption shallnot be made
and witNn .a reasonable time thereat~er notice shall be given, in the manner in which the notice
.of redemption was given, that such Redemption Price wasnot so received and such redemption
was not required to be made, and the Paying Agent shall promptly return to the surrendering
Holders all Transition Bonds thai had been surrendered for payment upon such redemption.

SECTION 10.04    PAYMENT OF REDEMPTION PRICE. If notice of
redemption has been duly mailed or duly waived by the Holders of all Transition Bonds called
for redemption, then the Transition Bonds called for redemption shall be payable’on the
applicable Redemption Date at the applicable Redemption Price. No further interest wil! accrue
on the Principal amount of any Transition Bonds called for redemption after the Redemption
Date, and the Holders of such Transition Bonds Will have no fights with respect thereto, if
payment of the Redemption Price has been duly provided for on or before tile Redemption Date
declared therefor. Notwithstanding the foregoing, the Holders of the Transition Bonds shall be
entitled to payment of interest on the Redemption Price accrued at the related Interest Rates to
the extent the Issuer fails to pay the Redemption Pdee on the Redemption Date. Payment of the
Redemption Price shall be made by the Trustee to or upon the order of the Holders of the
Transition Bonds called for redemption’upon surrender of such Transition Bonds, and the
Transition Bonds so redeemedshall cease to be of further effect and the Lien hereunder shall be
released with respect to such Transition Bonds,
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MISCELLANEOUS

SECTION I 1.01 COMPLIANCE CERTIFICATES AND OPINIONS, ETC.

(a) Upon any application or request by the Issuer to the Trustee to take any
action under any provision of this Indenture, the Issuer shall furnish to the Trustee (i) an Issuer
Officer’s Certificate stating that all conditions precedent; if any, provided for in this Indenture
relating to the proposed action have been complied With, (it) an Issuer Opinion of Counsel
stating that in the opinion of such counsel all such conditions precedent, if any, have been
complied with and (iii) (if required by the TIA) an Independent Certificate from a firm of
Independent registered public accountants meeting the applicable requirements of tliis Section
11.01, except that, in the case of any such application or reques.t as to which the furnishing of"
such documents is specifically required by any provision 0fthis Indenture, no additional
certificate or opinion need be furnished.

(b) Every certificate or opinion with respect to compliance with a condition or
covenant provided for in this Indenture shall include:

(i)    astatement that each signatory of such certificate or opinion has
read or has caused to be read such covenant or condition and the definitions herein
relating thereto;                                   :

(it) a brief statement as to the nature and scope of the examination or
investigation upon which the statements or opinions contained in such certificate or
opinion are based;

(iii) a statement that, in the opinion of each such signatory, such
signatory has made Such examination or investigation as is necessary to enable such
signatory to express an informed opinion as to whether or not Such covenant or condition
has" been complied with; and

(iv) a statement as to whether, in the opinion of each such signatory,
such condition or covenant has be6ncomplied with,

SECTION 1 t.02 FORM OF DOCUMENTS DELIVERED TO TRUSTEE.

(a) In any case where several matters are required to be certi~ed by, or
covered by an opinion of, any specified Person, it is not necessary that all such matters be
certified by, or covered by the opinion of, only one such Person, or thatthey be so certified or
covered by only one document, but one such Person may certify or give an opinion with respect
to some matters and one or more other such Persons as to other matters, and any such Person
may certify or give an opinion ~s to such matters in one or several documents.

(b) Any certificate or opinion of an Authorized Officer of the Issuer may be
based, insofar as it relates to lega! matters, upon a certificate or opinion of, or representations by,
counsel, unless such officer knows, or in the exercise of reasonable care should know, that the
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certificate or opir~on or representations with respect to the matters upon which such certificate or
9pinion is based are erroneous. Ahy such certificate of an Authorized Officer or Issuer Opinion
of Counsel may be based, insofar as it relates to factual.matters, upon a certificate or opinion of,
or representations by, an officer or officers of the Servicer, the Seller or the Issuer, stat.ing that
the information with respect to such factual matters is in the possession of the Servicer, the Seller
or the Issuer, unless such Authorized Officer or counsel knows, o.r in the exercise oi’reasbnable
care should know, that the certificate or opinion or representations with respect to such matters
are erroneous.

(e) Where any Person is required to make, give or execute two or more
applications, requests, consents, certificates, statements, opinions or other instruments under tl~is
Indenture, they may, but need not, be consolidated and form one instrument.      ’

(d) Whenever in this Indenture, in eormeetion with any application or
eertkfieate or report to the Trustee, it is provided that the Issuer shall deliver any document as a
condition of the granting of such application, or as evidence of the Issuer’s compliance wi’th any
term hereof, it is intended that the truth and aee~acy, at the time of the granting of such
application or at the effective date of such certificate or report (as the case may be), of the facts
and opinions stated in such document shall in such case be conditions precedent tothe right of
the Issuer to have such application granted or to the sufficiency of such Certificate or report~ The
foregoing shall not, however, be construed to affect the Trustee’s right to conclusively rely upon
the truth and accuracy of any statement or opinion contained in any such document as provided
in Article VI.

¯SECTION 11.03 ACTS OF TRANSI~ON BONDHOLDERS.

(a) Ar~y request, demand, authorizatior~ direction, notice, consent, waiver or
other action provided by this Indenture to be given or taken by Transition Bondholders may be
embodied in and evidenced by one or more instaunents of substantially similar tenorsigned by
such Transition Bondholders in person or by agents duly appointed in writing; and,~ except as
herein otherwise expressly provided, such action shall become effective when such instrument or
ins .tnaments are delivered.to the Trustee, and, where it is hereby expressly required, to the Issuer.
S.uch instrument or instruments (and the action embodied therein and evidenced thereby) are
herein sometimes referred to as the "Act’: of the Transition Bondholders signing sue.h instrument
of instruments. Proof of execution of any such instrument or of a writing appointing, any such
agent shatl be sufficient for any purpose of this Indenture and (subject toSection 6,01)
conclusive in favor of the Trustee and the Issuer, if made in the manner provided inthis Section
11.03.

0a) The fact and date of the execution by any person of any such instrument or
writing may be proved in any manner that the Trustee deems sufficient.

(c)
Bond Register.

The ownership of Tr~sition Bonds shall be proved by the Transition

(d) Any request, demand~ authorization, direction, notice, consent, waiver or
other action by the Holder of any Transition Bond shall bind the.Holder of every Transition
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Bond issued upon the registration thereof.or in exchange therefor or in lieu thereof, in respect of
anything done, omitted or suffered ~o be done by the Trustee or the Issuer in reliance thereon,
whether or not notation ofsuch action is made upon such Transition Bond.

’ SECTION 11.04 NOTICES, ETC., TO TRUSTEE, ISSUER AND RATING

(a) Any request, demand, authorization, direction, notice, consent, waiver or Act of
Transition Bondholders or other documents provided or permitted by this Indenture to be made
upon, given or furnished to or filed with

(i) the Trustee by any Transition Bondholder or by the Issuer or

(ii) the Issuer by the Trustee or by any Transition Bondholder

The Bank of New York
101 Barclay Street, 8 West
New York, New York 10286
Attn: Asset Backed Securities

shall be sufficient for every purpose hereunder if in English and in writing, and sent by United
States first-class mail, reputable overnight courier service, facsimile transmission or electronic
mail (confirmed by telephone, United .States f~st-cl~ss mail or reputable overnight courier
service in the ease of notice by facsimile transmission or electronic mail) or any other customary
means of communication, and any such request; demand, authorization; direction, notice,
consent, waiver or Act shall be effective when delivered or transmitted, or if mailed five days
after deposit in the United States firs~-dass mail with proper postage for first-class mail prepaid,
in the case of the Trustee, addressed to the Trustee at its Corporate Trust Office, and in the case
of the Issuer, addressed to: JCP&L Transition Funding. II LLC, 103 Foulk Road, Suite 202,
Wilmington, Delaware 19803, with a copy to JCP&L Transition Funding, e/o FirstEnergy
Service Company, 76 South Main Street, Akron, Ohio 44308, Attention: Managers,or at ariy
other address previously fumlshed in writing t° the Trustee by the Issuer. The Issuer shall
promptly transmit any notice received by it from the Transition Bondholders to the Trustee.

(b) Notices required to be given to the Rating Agencies by the Issuer, the
Trustee or a Man. ager shall be in w~ting, delivered per.sonally, via. facsimile transmission, by
reputable overnight courier or by first-class mail, postage prepaid, to: (i)in the ease of Moody’s:
Moody’s Investors Service, Inc.; Attention: ABS Monitoring Department, 99 Church Street, New
York, New York 10007; (ii) in the case of Standard & Poor’s: Standard & Poor’s, ABS
Surveillance Group, 55 Water Street, 4Ist Floor, New York, New York 10041-0003; fax:
212-438-2664; and (iii) in the ease of Fitch: Fitch, Inc., One State Street Plaza, New York, New
York 10004, Attention: ABS Surveillance.

SECTION 1 t.05 NOTICES TO TRANSITION .BONDHOLDERS;

(a)    Where this Indenture provides for notice to Transition Bondholders of any
event, such notice shN1 be sufficiently given (unless othei’wise herein expressly provided) if in
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writing and delivered by fast-class mail, postage prepaid, to each Transition Bondholder affected
by such event, at the address of such Transition Bondholder as it appears on the Transition Bond
Register, not later than the latest date, and not earlier than the earliest date, prescribed for the
giving of such notice. Inany case where notice to .TranSition Bondholders is given, by mail,
neither th~ failure tomail such notice nor any defect in any notice so mailed to any particular
Transition Bondholder shall affect the sufficiency of such notice with respect to Other Transition
Bondholders, and any notice that is mailed in the manner herein provided shall conclusively be

(b) Where this Indenture provides for notice in any mariner, such notice may
be waived in writing by any Person entitled to receive such notice; either before or after the
event, and such waiver shall be the equivalent of such notice. Waivers of notice by Transition
Bondholders shall be filed with the Trustee but such filing shall not be a condition precedent to
the validity of any action laken in reliance upon such a waiver.

(e) In case it shall be impractical to deliver notice in accordance with clause
(a) of this Section 11.05 to the Holders when such notice is required to be given pursuant to any
provision of this Indenture, then any manner of giving such notice as shall be satisfactory to the
Trustee shall be deemed to be a sufficient giving of such notice.

(d) Where this Indenture provides for notice to the. Rating Agencies, failure to
give such notice shall not affect any other .rights or obligations created hereunder, and shall not
under any circumstance constitute a Default Or Event of Default.

SECTION 11.06 ALTERNA~ PAYMENT AND NOTICE PROVISIONS.
Notwithstanding any provision of this Indenture or any of the Transition Bonds to the contrary,
the Issuermay enter into any agreement with any Holder of a Transition Bond providing for a
method of payment, or notice by the Trustee or any Paying Agent to such Holder, that is
different from the methods provided for in this Indenture for such payments or notices. The
Issuer will furnish to the Trustee a copy. of each such agreement and the Trustee will cause
payments to be made and notices to be given in accordance With such agreements.-.

SECTION 11.07 CONFLICT WITH TRUST INDENTURE ACT.

(a) If any provision hereof limits, qualifies or conflicts with another provision
hereof that is required to be included in this Indenture by arty of the provisions of the TIA, such
required provision shall control,

(b) The provisions of TIA Sections 310 through 317 that impose duties on any
person (including the provisions atrtomatically deemed included herein unless expressly
excluded by this Indenture) are a part of and govern this Indentm’. e, whether or not physically
contained herein.

SECTION. 11.08 EFFECT OF HEADINGS AND TABLE OF CONTENTS.
The Article and Section headingsherein and ~he Table of Contents are for eonvertienee only and
shall not affect the construction hereof.

SECT/ON 11.09 SUCCESSORS AND ASSIGNS.
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(a) All covenants and agreements in this hdenture and the Transition Bonds
by the Issuer shall bind its successors and permitted assigns, whether so expressed or not, unless
expressly agreed to the contrary.

(b) All agreements of the Trustee in this Indenture shall bind its successors.

(c) The Trustee shall provide prior n0tiee to.the Rating Agencies of any
assignment of obligations under this Indenture.

SECTION 11,10 SEVERABILITY. In case. any provision in this Indenture
or in the Transition Bonds shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

SECTION 11.11    BENEFITS OF INDENTURE. Nothing in this Indenture
or in the Transition Bonds, ¯express or implied, .shall give to any Person, other than the parties
hereto and their Successors hereunder, and the Transition Bondholders, and any other party
secured hereunder, and any other Person with an ownership interest in any part or the Collatera!,
any benefit or any legal or equitable fight, remedy or claim under this Indenture.

SECTION 11.t2 LEGAL HOLIDAYS. In any case where the date on which
any payment is due shall not be a Business Day~ then (notwithstanding any oiher prov.ision of the
Transition Bonds or this Indenture) payment need not be made on such date, but may be made on
the next succeeding Business Day with the same force and effect as if made on the date on which
nominally due, and no interest shall accrue for the period from and after any such nominal date.

SECTION 11.13 GOVERNING LAW. THIS ]NDENTU~ SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF NEW JERSEY, WITHOUT REFERENCE TO ITS CONFLICT OF LAW
PRO~S!ONS, AND THE OBLIGATIONS, RIGHTS ANDREMEDIES OFTHE PARTIES
t~REUNDER SHALL.BE DETERM!NED IN ACCORDANCE WITH SUCH LAWS,

SECTION I 1.14 COUNTERPARTS. This Indenture may be executed in
any number of e0unterparts, each of which so executed shall be deemed to be an original, but all
such counterparts shall together constitute but one and the same instrument.

SECTION 11.t5    ISSUER OBLIGATION. No recourse maybe taken,
directly or indirectly, with respect to the obligations of the Issuer or the Trustee on the Transition
Bonds or under this Indenture or any certificate or other writing delivered in eormeetion herewith
or therewith, against (i) the Member or any Manager, employee or agent of the Issuer or (ii) any
stockholder, of~cer, director, employee or agent of the Trustee (it being understood that none of
the Trustee’s obligations are in its individual eapaeily).

SECTION t 1.16    NO PETITION. The Trustee, by entering into this
Indenture, and each Transition Bondholder, by accepting a Transition Bond, hereby covenants
and agrees (or shall be deemed to have covenanted and agreed) that it shall not at any time
institute against the Issuer, orjoin in the institution against the Issuer of, or acquiesce, petition or
otherwise invoke or cause the Issuer to invoke the process of. any Court or government authority
.for the purpose of commencing or sustaining a case against the Issuer under any Federal or State
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bankrup.tey, insolvency or similar law or appointing a receiver, liquidator, assignee, .trustee,
custodian, sequestrator or other sim’.dar official of the Issuer or any substantial part of the
property of the Issuer or orderiiag the winding up or liquidation of the affairs, of the Issuer.

SECTION 11.17    INTERCREDITOR AGREEMENT. The Trustee is hereby
.authorized and directed by the Issuer to execute and deliver the lntercreditor Agreement. The
!nterereditor Agreement shall be binding on the Holders.
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IN WITNESS WHEREOF, the Issuer and the Trustee have caused this Indenture
to be duly executed and delivered by a Manager and an officer, respectively, thereof, each
thereunto duly authorized, all as of the day and year first above written.

JCP&L TRANSITION FUNDING H LLC,
as Issuer

Name: Richard H. Marsh
Title: Manager, Selfior Vice President

and Chief Financial Officer

THE BANK OF NEW YORK,
as Trustee

By:
Name: Catherine Cerilles
Title: Assistant Vice President

Signature Page to Indenture
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IN WITNESS WHEREOF, the Issuer and the Trustee have caused this Indenture
to be duly executed and delivered by a Manager and an officer, respeetively,thereof, each
thereunto duly authorized, all as of the day and year first above written.

JCP&L TRANSITION FUNDING II LLC,
as Issuer

By:.
Name: Richard H. Marsh
Title: Manager, Senior Vice President

and Chief FinaneiaI Officer

TNE BANK OF NEW YORK,
as Trustee

By:
~Name:. Catherine C rilles

Title: Assistant Vice President

Signature Page to Indenture



Attachement A
Page 78 of 97

APPENDIX A

MASTER DEFINITIONS

The definitions contained in this Appendix A are applicable to the singular as well as the plural
forms of such terms.

Act has the meaning specified in Section 11.03 (a) of the Indenture.

Adjustment Date means (a) June 1 of each year through June 1, 2020, (b) as long as the
Transition Bonds are outstanding, March 1, June 1, September 1, and December 1 of each year,
beginning September 1, 2020 and (c) any other date which is thirty days after a Calculation Date.

Adjustment Request means an application filed by the. Servicer with the BPU for a Transition
Bond Charge Adjustment pursu .~t to Seeti0n 5(b) of the Issuer Annex.

Administration Agreement.means the Administration Agreement dated as of August 10, 2006,
b6tween FirstEnergy Service, as admirfistrator, and the Issuer, as the same may be amended or
supplemented from time to time~

Administrator means FirstEnergy Service, as administrator under the Administration
Agreement, and each successor to FirstEnergy Service, in the same capacity, pursuant to Section
14 of the Administration Agreement.

Advice Letter means, with respect to any Series;the Issuance Advice Letter, in the form
attached as Appendix B to the Financing Order, to be filed with the BPU not later than five
Business Days aider the issuance and sale of the Transition Bonds;

Affiliate means, with respect to any specified Person, any other Person controlling or controlled
by or under common control with such specified Person. For the purposes of this definition,
control when used with respect to~ any specified Person means the power to direct the
management and policies of such Person, directly or indirectly, whether through the ownership
of voting sectaries, by contract or otherwise; and the terms controlling and controlled have
meanings correlative to the foregoing.

?Annual Accountant’s Report has the meaning assigned to that term in Section 3.07 of the
Servicing Agreement.

Annual Reconciliation Date means the last Business Day of May of eaoh year, commencing
with May 2007 and continuing through May 2020 (or such earlier month as the Servicer shall
have specified to the Issuer and the Trustee by not less than ttfirty daysprior written notice).

Article 9 Collateral has the me .aning specified in Section 2.10(b)(v)(I)(1) of the Indenture.

Authorized Denominations means, with respect to any Series or Class, $1,000 and integral
multiples of $1,000 above that amount,provided, however, that one bond of each-Class may
have denomination of less than $1,000, or such other denominations as may be specified in the
Series Supplement therefor.
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Āuthorized Newspaper means the Luxemburger Wort or any other newspaper published in
Luxembourg on a daily basis.

Authorized Officer means, vAth respect to the Issuer, (A) any Manager or ~) any person
designated as an "Officer" under the Issuer LLC Agreement and auth0dzed thereby to act on
behalf of the ~ssuer.

Basic Documents means the Sale Agreement, the Interereditor Agreement, the Servicing
Agreement, the Indenture and all supplements thereto, the Administration Agreement, each Bill
of Sale, file Formation Documents and each Interest Rate Swap Agreement, as each may be
amended or supplemented from time to time.

Billing Month means a calendar month during which the Transition Bond Charge is billed to
Customers.

Bill of Sale means each bill of sale issued by the Seller to the.issuer pursuant to the Sale ~
Agreement evidencing the gale of Bondable Transition Property by the Seller to the Issuer.

Bondable Stranded Costs means those bondable stranded Costs, withj.’n the meaning specified in
the Competition Act, approved for recovery in the Financing Order, .

Bondable Transition Property has the meaning assigned to that term in the Competition Act
¯ and the Financing Order.

Bondable Transition Property Documentation means all doeumems related to the Transferred
¯ Bondable Transition Property, including copies of the Petition and the Financing Order and all
documents filed with the BPU in-eormeetion with any Transition Bond Charge Adjustment.

Book-Entry Transition Bonds means beneficial interests in the Transition Bonds, ownership
and transfers of which shall be made through book entries by a Clearing Agency as described in
Section 2.11 of the Indenture.

BPU means the New Jersey Board of Public Utilities, and any successor.thereo£

BPU Regulations means any regulations, orders, gtfidelines or directives promulgated,’issued or
adopted by the BPU.

Business Day means any day other flaan a Saturday orSunday or a day on which banking
institutions in New York, New York or, with respect to any Transition Bonds listed on the
Luxembourg Stock Exchange, in Luxembottrg, are required or authorized by law or executive
order to close.

Calculation Date means (a) May t of each year until May 1, 2020, (b) February I, May 1,
Augustl and November 1 of each year begirmi. "rig August I, 2020 and for so long as the
Transition Bonds are outstanding, and (c) any other day on which the Servicer files an
Adjustment Request.

Capital Subaccount has the meaning specified in. Section 8.02(a) of the Indenture.
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Class means, with respect to any Series, any one of the classes of Transition Bonds of that
Series, as specified in the Series Supplement for that Series.

Class Final Ma~rity Date means the Final Maturity Date of a Class, as specified iia the Series
Supplement for the related Series.

Class Subaccount has the meardng specified in Section 8.02(a) of the Indenture.

Clearing Agency means an org~, ization registered as a "clearing agency" pursuant to Section’
17A ofthe Exchange Act.

Clearing Agency Participant means a broker, dealer, bank, other financial institution or other
Person for’whom from time to time a Clearing Agency effects book-entry transfers and pledges
of securities deposited with the Clearing Agency.

Closing Date mebaas August 10, 2006.

Code means the Internal Revenue Code of 1986, as amended from time to time, and Treasury
Regulations promulgated thereunder.

Collateral has the meaning specified in the first.paragraph of the Granting Clause of the
Indenture..

Collection Account has the meaning specified in Section 8.02(a) of the Indenture.

Collection Period means the period from and including the first day of a calendar month to but
excluding the first day of the next calendar month.

Commission means the U.S. Securities and Exchange Commission, and any successor thereof.

Competition Act means the Electric Discount and Energy Competition Act, New Jersey Statutes
Armotated, Title 48, Chapter 3, Article 7, as heretofore amended.

Corporate Trust Office means the principal office of the Trustee at which at any partieu.!ar time
its corporate trust business shall be administered, which office at date of the execution of the
/ndenture is located at 10! Barclay Street, 8 West, New Yo~k, New York 10286, At(enti~n:
Asset:Backed Securities, Phone: 212-815-6258 Fax: 212-815-3883 or at such other address as
the Trustee may designate from time to time by notice to the Transition Bondholders and the ’
Issuer, or the principal corporate mast office of any successor Trustee (the address of which the
successor Trustee will notify the Transition Bondholders and the Issuer in writing).

Covenant Defeasance Option has the meaning specified in Section 4.01(b) of the Indentttre.

Customer means each person who is a retail consumer of electricity andwho accesses JCP&L’s
transmissionand distribution sy~em, oiher than certain end users that are connected to JCP&L’s
transmission and distribution system but who self-generate from on-site facilities, regardless of
whether such consumer elects to purchase electricity from a Third Party.
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Daily Remittance Date means, if the Servicer has not satisfied the conditions of Section 5.11 (b)
of the Servicing Agreement, each Business Day commencing on the second Business Day
following the date on which the Servicer receives TBC Collections.

Default means any occurrence that is, or with notice or the lapse of time or both would become,
an Event of Default:

Defeasance Subaceount has the meaning specified in Section 8.02(a) of the Indenture.

Definitive Transition Bonds has the meaning specified in Section 2.11 of the Indenture.

Delaware UCC means the Uniform Commereia! Code, as in effect in the State of Delaware, as
amended from time to time.

Designee Certification means the designee certification dated August 4, 2006, substantially in
the form attached as Appendix A to the Financing Order.

DTc Agreement means the agreemem between the Issuer and The Depository Trust Company,
as the initial CleatingAgency, dated on or about August 8, 2006, relating to the Transition
Bonds, as the same may be amended or supplemented from time to time.

Eligible Account mea~as either:

(a) a segregated non-interest beating trust account withan Eligible Institution; or

a segregated non-interest bearing trust account with the corporate trust department
of a depository institution organized under the laws of the United States of
America or any State (or any domestic branch of a foreign b .ank), having
corporate trust powers and acting as mastee forfunds deposited in such account,
so long as any of the securities of such depositary institution shall haven credit
rating from each Rating Agency in one 0fits g~neric rating categories which
signifies investment grade.

Eligible Guarantor Institution means a firm or other entity identified in Rule t7Ad-I 5 under
the Exchange Act as "an eligible guarantor institution," including (as such terms aredefined
therein):                                          .

(a) a bank~

(b) a broker, dealerl municipal seciarities broker or dealer or government securities
broker or dealer;

(d)

a credit union;

a national securities exchange, registered securities association or elemSng
agency; or

(e) a savings association that is a participant in a securities transfer association.
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Eligible Institution means:

the corporate trust department of the Trustee, so long as any of the securities of
the Trustee have a credit rating from each Rating Agency in one of its generic
rating categories which signifies investment grade; or

a depository institution organized under the laws of the United States of America.
or any State (or any domestic branch of a foreign bank), which

(i)    has either

with respect to any Eligible Investment having a maturity of
greater than one month, a long-term unsecured debt rating of
~’AAA" by Stamdard & Poor’s and Fitch and "Aaa" by Moody’s, or

with respect to any Eligible Investmem having a maturity of one
month or less, a certificate of deposit rating of"A-1 +" by Standard
& Poor’s, "P-I" by Moody’s and ~!FI" by Fitch, or any other long-
term, short-term or certificate of deposit rating acceptable to the
Rating Agencies, and

(ii) whose ~deposits are insured by the FDIC.

Eligible Investments mean book-entry securities, negotiable instruments or securities
represented by insmunents in bearer or registered form which evidence:

(a) di)ect obligations of, and obligations fully and unconditionally guaranteed as to
timely payment by, the United States of Amelica;

demand deposits, iime deposits or certificates of deposit of any depository
institution or trust company (any depositary institution Or trust company being
referred to in this definition as a "financial institution") incorporated under the
laws of the United States of America or any State thereof (or any d0mestie branch
of a foreign bank) and subject to supervision and examination by Federal or State
banking or depositary institution authorities; provided, however, that at the time
of the investment or contractual commitment to invest therein, the commercial
paper or other short-term unsecured debt obligations (other than suchobligations
the rating of which is based on the credit of a Person other than such depositary
institution or la’ust company) thereof shall have a credit rating from each of the
Rating Agencies in the highest investment category granted thereby;

commercial paper or other short term obligations of any corporation organized
under the laws of the United States of America (other than JCP&L and any of its
Affiliates) whose ratings, at the time of the investment or contractual Commitment
to invest therein, from each of the Rating Agencies are in the highest investment
category granted thereby;
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demand deposits, time deposits and certificates of deposit which are fully insured
by the FDIC;

investments in money raarket lands having a rating from each of the Rating
in the highest investment eateg0ry granted thereby (including funds for

which the Trustee or any ofi~ Affiliates act as investment manager or advisor);

bankers’ aceep~nces issued by any depositary institution or trust company
referred to in clause (b) above;

(g) repurchase obligations with respect to any security that is a direct obligation of, or
fully guaranteed by, the United States &America or any agency or
insla’umentality thereof the obligations of which are backed by the full faith and
credit of the United States of America, in either case entered into with a
depositary institution or trust company (acting as principal) described in clause.
~) above;

repurchase obligations with respect to any security or whole loan entered into

(i) a financi!l institution (acting as principal) described in clause (b) above,

(ii) a broker/dealer (acting as principal) registered as a broker or dealer under
Section t 5 of the Exchange Act (any broker/dealer being referred t.o in this
definition as a "broker/dealer"), the unsecured short-term debt obligations
of which are rated "P-I" by Moody’s and "A-l+" by Standard & Poor’s at
the time of entering into the repurchase obligation or

(iii) an tmrated broker/dealer, acting as principal, that is a wholly-owned
subsidiary of a non-bank or bank holding company the unsecured short-
term debt obligations of which are rated "P-I" by Moody’s and "A-l+" by
Standard & Poor’s at the time of purchase; or

(i) any other investment permitted by each Rating Agency;

provided, however, that, with respect to Moody’s only, the obligor related to clauses (b), (c), (d),
(f), (g) and (h) above must have both a long terrr~, rating of at least "AI" and a short term rating
of at least "P-I", and provided further, that, unless othervdse permitted by each Rating Agency,
upon the failure of any Eligible Institution to maintain any applicable rating set forth in this
defia~tion or the defLnition of Eligible Institution, the related investments at such institution shall
be reinvested in Eligible Investments at a successor Eligible Institution within ten days, and
provided, further, that, any Eligible Investment must not:

be sold, liquidated or otherwise disposed of at a loss, prior to the
maturity thereof, or

mature later than (i) the date on which theproceeds of such
Eligible Investment will be required to be on deposit in the
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Collection Account in order for the Trustee to make all required
and scheduled payments and deposits into subaccounts under the
Indenture, if such Eligible Investment is held by an Affiliate of the
Trustee, or (ii) the Business Day prior to the date on which the
proceeds of such Eligible Investment will be required to be on
deposit in the Colleetion.Account in order for the Trustee to make
all required and scheduled payments and deposits into Subaccounts
under the Indenture, if such Eligible Investment is not held .by an
Affiliate of the Trustee.

Event of Default has the meaning s_peeified in Section 5.01 of the Indenture.

Exchange A~t means the Securities Exchange Act of 1934, as amended.

Executive Officer means, with respect to any corporation, the chief executive officer, chief
operating officer, chief financial officer, chief information officer, president, executive vice
president, any vice presideng ~e secretary or the treasurer of such corporation; and with respect
to any limited liability company, any manager thereof.

Expected Amortization Schedule means, with re.spect to each Series or~ if applicable, each
Class, the expected amortization schedule for principal thereof, as specified in the Series
Supplement therefor.

Expected Final Payment Date means, with respect to ~aeh Series or, ff applicable, each Class,
the Payment Date related to the date when all interest and principal is scheduled to be paid with
respect to that Series or Class in accordance with the ExpectedAmortization Schedule, as
specified in the Series Supplement therefor.

FI)IC means the Federal Deposit Insurance Corporation or its successor.

Final Matnri~ Date means, for each Seres or, if applicable, each Class,~ the Pa .yment Date
related to the date by which all Principal of and interest on such Series or Class is required to be
paid~ as specified in the Series Supplement therefor.

Financing Issuance means an issuance.of a new Series ~der the Indenture to provide funds to
finance the purchase by the. Issuer of Bondable Transition Property.

Financing Order means the bondable stranded costs rate order; dated June 8, 2006; issued with
respect to the Issuer’s Transition Bonds by the BPU pursuant to the Competition Act and any
subsequent bondable stranded costs rate order, if any, issued with respect to any of the Issuer’s
Transition Bonds by the BPU.

FirstEnergy Service means FirstEnergy Service Company, an-Ohio corporation, or its
successor.

Fitch means Fitch, Inc., or its successor.
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Formation Documents means, .collectively, the Issuer LLC Agreement, the Issuer’Certifieate of
Formation and any other document pursuant to which the Issuer is formed or governed, as each
may be amended or supplemented from time to. time.

General Subaceount has the meaning specified inSection 8.02(@ of the Indenture.

Grant means mortgage, pledge, bargain, sell, warrant, alienate, remise, release, convey, assign,
transfer, create and grant a Lien upon and a security interest in and right of set-off against,
deposit, set over and eonfirra. A Grant of the Collateral or of any other agreement or instrument
shall inelude all fights, powers and options (but none of the obligations) of the granting party
thereunder, kneluding the immediate and continuing right to ela’.ma for, collect, receive and give
receipt for principal, interest and other payments in respect of the Collateral and all other moneys
payable thereunder, to give and receivenotiees and other communications, to make waivers or
other agreements, to exercise all rights and options, to bring Proceedings in the name of the
granting party or otherwise and generally to do and receive anything that the granting party is or
may be entitled to do or receive thereunder or with respect thereto.

Holder or Transition Bondholder means the Person in whose name a Transition Bond of any
Series or Class is registered in the Transition Bond Register.

Indemnification Event means an event which triggers JCP&L’s obligation to indemnify the
Issuer and the Trustee, for itself and on behalf of the Transition Bondholders, and each of their
respective managers, officers, directors, employees and agents; pursuant to Section 5.01 of the
Sale Agreement.

Indemnity Amount means the amount paid by the Servicer, the Issuer or JCP&L to the TrUstee,
for the Trustee itself or on behalf of the Transition Bondholders, in respect of indemnification
obligations pursuant to the Indenture, the Sale Agreement or the Servicing Agreement.

Indenture means the Indent~e dated as of August 10, 2006, by and between the Issuer and the
Trustee, as the same may be amended or supplemented from time to time by one or more
Supplemental Indentures, and shall include each Series Supplement and the forms and terms ot~
the Transition Bonds established thereunderl

Independent means, when used with respect to

any specifiedPerson (other than registered public accountants), that the Person

(i) is in fact independent of the Issuer, any other obligor upon the Transition
Bonds, JCP&L and any Affiliate of any of the foregoing Persons,

does not have any direct financial interest or any material.indirect financial
interest in the Issuer, any such other obligor upon ~he Transition Bonds,
JCP&L or any Affiliate of any of the foregoing Persons and

(iii) is not connected with the Issuer, any such other obligor upon the Transition
Bonds, JCP&L or any Affiliate of any of the foregoing Persons as an
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officer, employee, promoter, underwriter, t~stee, partner, director or
.person performing similar functions; and

(b) with respect to registered public accountants, means that such registered public
accountants are independent in accordance with the Rules of the Public Company Accounting

Independent Certificate means a certificate or opinion to be delivered to the Trustee under th.e
circumstances described in,and otherwise complying with, the applicable requirements of
Section 11.01 of the Indenture, made by an Independent appraiser or other expert appointed by
an Issuer Order and approved by the Trustee in the exercise of reasonable care, and such opinion
or certificate shall state that the-signer has read the definition of "Independent" in this Appendix
¯ A and that the signer is Independent within the meaning thereof.

Independent Manager has the meaning set forth in. Section 1.01 of the Issuer LLC Agreement.

Initial Purchase Price has the meaning set forth in Section 2.01(a) of the Sale Agreement.

Initial Transfer Date means the Series Issuance Date for the first Series.

Initial Transferred Bondable Transition Property means the Bondable Transition Property
sold by.the Seller tothe Issuer as of the Initial Transfer Date pursuant to the Sale Agreement and
the Bill of Sale delivered on or prior to the Initial Transfer Date as identified in Such Bill of Sale.

Insolvency Event means, with respect t° a specified Person,

the filing of a decree or order for relief by a court having jurisdiction in the
premises in respect Of such Person or a~y substantial part of its property in .an
involuntary case under any applicable Federal or Slate bankruptcy, insolvency or
other similar law now or hereafter in effect, or appointing a receiver, liquidator,
assignee, custodian, trustee, sequestrator or similar official for such Person or for
any substantial part.of its property, or ordering the winding-up or liquidation of
such Person’s affairs, and such decree or ordershall remain unstayed and in effect
for a period of ninety consecutive days or

the commencement by such Person of a voluntary case under any applicable
Federal or State bankruptcy, insolvency or other similar law now or hereafter in
effect, or the consent by such Person to the entry of an order for relief in an
involuntary case under any such law, or the consent by such Person to the
appointment of or taking possession by a receiver, liquidator, assignee, custodian,
tnastee, sequestrator or similar official for such Person or for any substantial part
of its property, or the making by such Person of any general assignment for the
benefit of creditors, or the failure by such Person generally to pay its debts as such
debts become due, or the taking of action by such Person in furtherance of any of
the foregoing.

Intercreditor Agreement means’the Intercreditor Agreement dated August 10, 2006 between
the Issuer, JCP&L in various capacities, The Bank of New York in various capacities, and
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JCP&L Transition Funding LLC, as the same may be amended or supplemented from’time to
time.

Interest Rate means, with respect to each Series or Class, the rate at which interest accrues on
the Principal balance of Transition.Bonds of such Series or ~Class, as specified in the Series
Supplement therefor.

Interest RateSwap Agreement means each ISDA Master Agreement, together with the related
sehedule and confirmations, between the Issuer and a Swap Colmterparty, as the same may be
amended or supplemented from time to time, with respect to any Series or Class.

Issuer means JCP&L Transition Funding II LLC, a Delaware limited liability company, or its
successor under the Indenture or the party named as such in the Indenture until a successor
replaces it and, thereafter, means the successor.

Issuer Annex means Annex 1 to the Servicing Agreement.

Issuer Ce~ificate of Formation means the Certificate of Formation of the Issuer, dated
March 29, 2004, which was filed with the Delaware Secretary of State’s Office on March 29,
2004, as the same may be a~ended or supplemented from time to time.

Issuer LLC Agreement means the Amended and Restated Limited Liability Company
Agreement of the Issuer.between the Member and the .Issuer, dated as of August 10, 2006, as the
same may be amended or supplemented from time to time. ¯

Issuer Officer’s Certificate means a certificatesigned by any Authorized Officer of the Issuer,
under the circumstances described in, and otherwise comply~g with, the applicable requirements
of Section 1 t.01 of the Indenture, and in a form reasonably satisfactory to and delivered to the
Trustee. Unless otherwise specified, any reference in the Indenture to an Officer’s Certificate
shall be to an Officer’s Certificate of any Authorized Officer of the Issuer.

Issuer Opinion of Counsel means one or more written opinions of counsel who may, except as
otherwise expressly provided in the Indenture, be employees of or counsel to the Issuer or the
Seller and who shall be reasonably satisfactory to the Trustee, and which opinion or opinions
shall be addressed to the Trustee, and shall be in a form reasonably satisfactory to the Trustee.

Issuer Order or Issuer Requ~t means a written order orrequest, respectively, signed in the
name of the Issuer by any one of its Authorized Officers and in a form reasonably satisfactory to
and delivered to the Trustee.

JCP&L means Jersey Central Power & Light Company, a New Jersey corporation, or its
successor.

Legal Defeasance Option has the meaning speeifiedin Section 4.01(b) of the Indenture.

Lien means a security interest, lien, mortgage, charge, claim, pledge, equity or other
encumbrance of any kind.
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Losses means, collectively, any and all liabilities, obligations, losses, damages, payments, costs
or expenses of any kind whatsoever.

Manager has t~e meaning set forth in Section 1.01 of the Issuer LLC Agreement.

Marke$ Transition Charge means the market transition charge that JCP&L may impose, on
Customers pursuant to the Competition Net and the Restructuring Order.

Member means JCP&L, as the sole member of the Issuer, in its capacity as such member under
the Issuer LLC Agreement.

Monthly Reconciliation Date means the last" Business Day of each month commencing with ¯
.June 2020 (or such earlier month as the Servicer shall have specified to the Issuer and the
Trustee by not tess than thirty days prior written notice).

Monthly Remittance Date means the first day of each calendar month (or if such day is not a
Business Day, the preceding Business Day) beginning on September 1, 2006.

Moody’s means Moody’s Investors Service, Inc., orits successor.

MTC-Tax means the tax component included in the Market Transition Charge which JCP&L is
entitled to collect as authorized by the Financing Order and the Restructuring Order.

New Jersey UCC means the Uniform Commercial Code, as in effect in the State of New Jersey,
as amended from time to time.

Operating Expenses, means, with respectto the Issuer, all fees, costs, expenses and indemnity
payments owed by the Issuer, including, without limitation, all amounts owed by the Issuer to the
Trustee, the Quarterly Servicing Fee, the fees and expenses payable by the Issuer to the
Adminis~ator under the Adminis~ation Agreement, the fees and expenses payable by the Issuer
to the Independent Managers and Special Members of the Issuer, all Indemnity Amounts, fees of
the Rating Agencies, legal fees and expenses oft he Servicer pursuant to Section 3.10 of the
Servicing Agreement, legal and accounting fees, costs and expenses of the Issuer, and legal,
aec0unting or other fees, costs and expenses of the Seller (including, without limitation, any
eosts and expenses incurred by the Seller pursuant to Section 4.08 of the Sal~ Agreement) under
or in connection with the Basic Documents or the Financing Order.

Opinion of Counsel means one or more written opinions of counsel who may be an employee of
or counsel to JCP&L, the Issuer or any o~er Person (as the context may require), which counsel
shall be reasonably acceptable to the Trustee, the Issuer~or the Rating Agencies, as applicable,
and which shall be in form reasonably satisfactory to the Trustee, if applicable.

Outstanding with respect to Transition Bonds means, as of the date of determination, all
Transition Bonds theretofore authenticated and delivered under the Indenture except:

Transition Bonds theretofore canceled by the Transition Btnd Registrar or
delivered to the Transition Bond Registrar for cancellation;
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(b) Transition Bonds or portions thereof the payment for which money in the
necessary amount has been theretofore deposited with the Trustee or any Paying
Agent in trust for the Holders of such Transition Bonds; provided, however, that
if such Transition Bonds are to be redeemed, notice of such redemption has been
duty given pursuatit to the Indenture or provision therefor, satisfactory to the
Trustee, made; and

Transition.Bonds in exchange for or in lieu of other Transition Bonds which have
been authenticated and delivered pursuant to the Indenture unless proof
satisfactory, to the Trustee is presented that any such Transition Bonds are held by
a bona fide purchaser;

provided, however, that in determining ~whether the Holders of the requisite Outstanding Amount
of the Transition Bonds Or any Series or Classthereof have given any request, demand,
authorization, direction, notice, consent or waiver hereunder or under any Basic Document,
Transition Bonds owned by the Issuer, any other obligor upon the Transition Bonds, JCP&L or
any Affiliate of any of the foregoing Persons shall be disregarded and deemed not to be
Outstanding, except that, in determining whether the Trustee shall be fully protected in relying
upon any such request, demand, authorization, direction, notiee,.consent or waiver, only
Transition Bonds that the Trustee aetualty knows to be so owned shall be so disregarded.
Transition Bonds so owned that have been pledged in good faith may be regarded as Outstanding
if the.pledgee establishes to the satisfaction of the Trustee the p!edgee’s right so to act with
respect to such TransitionBonds and that the pledgee is not the Issuer, any other obligor upon
the Transition Bonds, JCP&L or any Affiliate ofany of the foregoing Persons.

Outstanding Amonnt means the aggregate principal mount of all Outstanding Transition
Bonds or, if the context requires, all Outstanding Transition Bonds of a Series or Class
Outstanding at the date of determination.

Overcollateralization means, with respect, to any Payment Date, an amount that, if deposited to
the Overeollateralization Subaecount, would cause the balance in such. subaeeount to equal the
Scheduled Overeollateralization Level for such Payment Date.

Overcollateralization Amount means, with respect to any Series, the amount specified as Such
in the Series Supplement therefor.

Overcollateralization Subaccount has the meaning specified in Section 8.02(a) of the
Indenture.

Paying Agent means the Trustee or any other Per;on, including any Person appointed pursuant
to Section 3.02(b) of the Indenture, that meets the eligibility standards for the Trustee specified
in Section 6.11 of the Indenture and is authorized by the Issuer to make the payments of
Principal of or premium, if any, or interest on ~he Transition Bonds on behalf of the Issuer.

Payment Date meam, with respect to each Series or Class, each date or dates respeeti.vely
specified as Payment Dates for such Series or Class in the SeriesSupplement therefor.
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Person means any individual, corporation, estate,.pm’~nership, joint venture, association, joint
stock company, trust (including any beneficiary thereof), business trust, limited liability
company, unincorporated organization or government or m~y agency or political subdivision
thereof.

Petition means the petition flied by JCP&L with the BPU, dated February 14, 2003; as amended
on September 14, 2003 and December 1, 2003.

Predecessor Transition Bond means, with respeei to any particular Transition Bond, every
previous Transition Bond evidencing all or a portion, ofthesame debt as that evidenced by such
particular Transition Bond; and, for the purpose of this definition, any Transition Bond
authenticated and delivered under Section 2.06 of the Indenture in lieu of a mutilated, lost,
destroyed or stolen Transition Bond shall be deemed to evidence the same debt as the mutilated,
lost, destroyed or stolen Transition Bond.

Prindpal means, with respect to any Payment Date and each Series or Class:

(a) the amount of principal scheduledto be paid on such Payment Date in accordance
with the Expected Amortization Schedule;

the amount of principal due on the Final Maturity Date of any Series or Class on
such Payment Date;

the amount of principal due as a result of the occurrence and continuance of an
Event of Default and acceleration of the Transition Bonds;

(d) the mount of principal and premium, if any, due as a result of a redemption of
Transition Bonds on such Payment Date; and

(e) any overdue payments of principal.

Proceeding means any suit in equity, action at lawor other judic!al or administrative proceeding.

Projected Transition Bond Balance means, as of anydate, the sum of the amounts provided for
in the Expected Amortization Sehedttles for each outstanding Series as of such date.

Pro Rata shall have the meaning specified in Section 8.02(h) and Section 8.02(t) of the
Indenture.

Prospectns shall have the meaning specified in Section 3.06 of the Sale Agreement.

Quarterly Servicing l~ee means the-fee payable to the Servicer on a quarterly basis for services
rendered, in accordance with Section 5.07 of the Servicing Agreement.

Rating Agency means, as of any date, any rating agency rating the Transition Bonds of any
Class or Series at the time of issuance thereof at the request of the Issuer. If no such organization
or successor is any longer in existence, "Rating Agency" shall be a nationally recognized
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statisticalrating organization or other comparable Person designated by the Issuer, notice of
which designation shall be given to the Trttstee, the Member and the Servicer.

Reconciliation Date means an Annual Reconciliation Date or a Monthly Keeoneiliation Date, as
appropriate.

Record Date has the meaning set forthin each Series Supplement.

the Series Supplement for such Series or Class, which in each case shall be a Payment Date.

Redemption Price hasthe m~ing set forth in Section 10.01 ofthe Indent~e.

Refunding Issuance means an issuance of a new Series under the Indenture to pay the cost of
refunding, through redemption or payment on the Expected Final Payment Darefor a Series or
Class, allor part of the Transition Bonds of such Series or Class to the extent permitted by the
terms thereof.

Registered Holder means, as of any date, the Person in whose name a Transition Bond is
registered in the Transition Bond Register on such date.

Regulation AB means Subpart 229.1100 - Asset Backed Securities, I7 C.F.R. §§229.1100-
229.1 t23, as such may be amended from time to time, and subject to such clarification and.
interpretation as have been provided by the Commission in the adopting release (Asset-Backed
Securities, Securities Act Release No. 33-8518, 70 Fed. Reg. 1,506, 1,531 (Jan. 7, 2005)) or by
the staffofthe Commission, or as may be provided by the Commission or its staff from time to
time.

.Released Parties has the meaning specified in Section 5.02(d) of the Se .ryicing Agreement.

Remittance Date means a Daily Remittance Date Or aMgnthly Remittance Date, as applicable.

Required Capital Amount means, with respect to any Series, the amount required to be
deposited in the Capital Subaccount on the Series Issuance Date of such Series, as specified in
the related Series Supplement.

Reserve Subaccount has the meaning specified in Section 8.02(a) of the Indenture.

Responsible Officer means, with respect to the Trustee, any officer within theCorporate Trust
Of~ee of the Trustee, including any ¥ice president, assistant vice president, secretary, assistant
secretary, or any other officer of the Trustee customarily performing functions similar to those
performed by any of the above designated officers and also, with respect to a particular matter,
any other officer to whom such matter is referred because of such of~eer’s knowledge of and
familiarity with the particular Subject.

R~’uct~ring Order means the order of the BPU issued on March 7, 2001 pursuant to Section
13 of the Competition Act (N.J.S.A. :48:3-61) with respect to JCP&L.
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Retiring Trustee has the meaning specified in Section 6.08(19) of the Indenture.

Sale Agreement m~ the Bondable Transition Property Sale Agreement dated August 10,
2006 between the Setler and the Issuer, as the same may be amended or .supplemented from time
to time.

Scheduled Overcollateralization Levd means, with respect to each Series and each Payment
Date, the amount with respect to such Series set forth as such in Schedule A to the related Series
Stipplement, as such Schedule A has been adjustedin accordance with Section 3.19 of the
Indenture to reflect redemptions or defeasanees of Transition Bonds and issuances of additional
Series.

Secured Obligations has the meaning specified in the second paragraph of the Granting Clause
of the Indenture.

Securities Act means the Securities Act of 1933, as amended.

Sdler means )CP&L, in its.capacity as seller of the Bondable Transition Property to the Issuer
pursuant-to the Sale Agreement.

Seller Officers’ Certificate means a ,certificate signedby:

the chairman of the board, the president, the vice chairman of the board, any
executive vice president or any vice president of JCP&L; and

the chief fmancial officer, the treas.~er, any assistant treasurer, the secretary or
any assistant secretary of JCP&L.

Series means any series of Transition Bonds issued by the Issuer and authenticated by the
Trustee. pursuant to the Indenture, as specified in the Series Supplement therefor.

Series Capital Subaccount has the meaning specified in Section 8.02(a) of the Indenture.

Series Final Maturity Date means the Final Maturity Date for a Series.

Series Issuance Date means, wittr respect to an~ Series, the date on which the Transition Bonds
of such Series are to be originally issued in accordance with Section 2.10 of the Indenture and
the Series Supplement for such Series.

Series Overeollateralization Subaecount has the meaning specified in Section 8.02(a) of the
Indenture.

Series Subaccount has the meaning specified in Section 8.02(a) of the Indenture:

Series Supplement mean. s an indenture supplemental to the Indenture that authorizes a particular.
Series, as the Same may be amended or supplemented from !ime to time.

Servicer means JCP&L, as the servicer of the Bondable. Transition property, and each successor
to JCP&L (in the same eapaeity).pursuant to seeti0n 5.03 or 6.04 of the Servicing Agreement.
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Servicer Default means an event specified in Section 6.01 of the Servicing Agreement.

Servicer Officers’ Certificate means a certificate signed by:

the chairman of the board, the president, the.vice chairman of the board,~any
executive vice president or any vice president of the.Servicer; and

the chief financial officer, the treasurer, any assistant treasurer, the secretary or
any assistant secretary of the Servicer.

Servicing Agreement means the Servicing Agreement dated as ofAugust 10, 2006, between the
Issuer and the Servicer, as the same may be amended or supplemented from time to time.

Servicing Criteria means the criteria listed on Appendix B ~ofthis Indenture.

Special Member has the meaning set forth in the Issuer LLC Agreement,.

Standard & Poor’s or S&P means Standard & Poor’s Ratings Group, a division of The
McGraw-Hill Companies, or its successor.

State means any one of the fifty’states of the United States of America or the District of
Columbia.

Subaeeount means any of the sut~aecounts of the Collection Aec0unt specified in Section 8.02
of the Indenture.

Subsequent Purchase Price has the meaning specified in Section.2.01 (d) oft he Sale.
A~eement.

Subsequent Sale m~s the sale of additional Bondable Transition Property by the Seller to the
Issu..er after the Initial Transfer Date, subject to the satisfaction of the conditions specified in the
Sale Agreement and the Indenture.

Subsequent Transfer Daremeans the date that a sale of Subsequent Transferred Bondable
Tra~. si~tion Property will be effective; as specified in a’written notice pr0videdby the Seller to the
Issuer pursuant to the Sale Agreement.

Subsequent Transferred Bondable Transition Property means Bondable Transition Property
sold by the Seller to the Issuer as of a Subsequent Transfer Date pursuant to the Sale Agreement
and the Bill of Sale delivered on or prior to the Subsequent Transfer Date as identified in such
Bill ~ofSale.

Successor Servicer has the meaning specified in Section 3.20(i) of the Indenture.

Supplemental Indenture means a supplemental indenture entered into by the Issuer and the
Trustee pt~suant to Article IX of the Indenture.                        ’

Swap Counterparty means, with respect to any.Interest Rate Swap Agreement, th.e swap
eounterp .arty under that Interest Rate Swap Agreement.

A-16 NY,#569889vI7
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TBC Collections means amounts received by the Servicer in respect of the Transition Bond
Charge.

Termination Notice has the meaning specified in Section 6.01 of the Servicing Agreement.

Third Party means ahy thud party, including any electric power supplier, providing billing or
metering services, Iieensed by the BPU pursuant to .relevant provisions of the Competition Act,
any BPU Regulations and the Financing Okder.

Transfer Date means the Initial TranSfer Date or any Subsequent Transfer Date, as applicable.

Transferred Bondable Transition Property has the meaning specified in Section
2.10(b)(v)(H)(1) of the Indentt~e.

Transition Bond means any of the transition bonds (as defined in the Competition Act) issued
¯ by the Issuer pursuant to the Indenture.

Transition Bond Balance means, as of any date, the aggregate Outstanding Amount of all
Series on such date.

Transition Bond Charge means theTransition Bond Charge authorized by the BPU to be
imposed on all Customers by JCP&L or its successor to recover Bondable Stranded Costs
pursuant to the Competition Act and the Financing Order.

Transition Bond Charge Adjustment means each adjustment to the Transition Bond Charge
i:elated to the Transferred Bondable Transition Property made in accordance with Section 4.01 of
the Servicing Agreement and the Issuer Annex.

Transition Bond Charge Adjustment Process means the process by which the Transition Bond
Charge is adjusted pursuant to the Servicing Agreement, the Competition Act, the Petition and
the Financing Order.

Transition Bond Owner means, with respect to a Book-Entry Transition Bond, the Person who
is the beneficial owner of such Book-Entry Transition Bond, as reflected on the books of the
.Clearing Agency, or on the .books.of a Person maintaining an account with such Clearing Agency
(directly as a Clearing Agency Participant or as an indirect participant, in each ease in
accordance with the rules of such Clearing Agency).

Transition Bond Register has the meaning specified in Section 2.05(a) of the Indent~e.

Transition Bond Registrar has the meaning specified in Section 2.05(a) of the Indenture.

Trust Indenture Act or TIA means the Trust Indenture Act of 1939, as in force on the date
hereof, untess otherwise specifically provided.

Trustee has the meaning specified ha the first paragraph of the Indenture.

A-17 w~ #5698S9 v17
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Underwriting Agreement means the underwriting Agreement dated August 4, 2006, among the
Seller, the Issuer and Goldman, Sachs & Co., on behalf of itself and as the representati~ze of the
several underwriters named therein.

U.S. Government Obligations means direct obligations (or certificates representing an
ownership in~erest in such obligations) of the United States of America (including any agency or
insmmaentality thereof) for the payment of which the full faith and credit of the United States of
America ispledged and which are not callable at the issuer’s option.

A- 18 m, #569889 el7
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SERVICING CRITERIA

~RVICING CRI~RIA TO BE ADDRESSED
BY TRUSTEE IN ASSESSMENT OF COMPLIANCE

Reg AB ] Applicable
Reference

’I    .TrusteeResponsibility

1122(d)(1)(i)_ ....

1122(d)(1)(ii) .,.

1122(d)(!).(iii)

, !

~ i 122(dX2)(i)

I t22(d)(2)(ii) ......

I 122(d)(2)(iii)

] 122(d)(2Xiv)

1122(dX2),(v)
1122(d)(2)(vi)

1122(d)(2)(vii)

I 122(d)(3 )(i)

1 ~22(d)(3)(ii)

Servicing Criteria

General Servicing Considerations
Policies and procedures are instituted to monitor any performance or other triggers and
ewnts of default in acc~rdan~ with the transaction agreements. ,
If any material servicing activities are outsoureed to third parties, policies and
procedures are instituted to monitor the third party’s performance and compliance with
such servicing activities.
Any requirements in the transaction agreements to maintain a back-up servicer for the
pool assets are maintained.
A fidelity bond and errors a~d omissions policy is in effect on the party participating in
the servicing fungti0n throughout the reporting period in the amount of coverage
req~.ired by and other, vim in accordance with the terms of the transaction a~’eements..
(2ash Collection and Adminlstration
Payments on pool assets are depositedinto the appropriate ¢u.stodial bank acco.unts and"
related bank cluing accounts no more th~n two business days following receipt, or
such Other number of.~ays specified in the transac@n .agreements.
Disbursements made via wire transfer on behalf of an obligor otto an investor are made
.0nly by authorized personnel.
Advances of funds or guarantees regarding collections, Cash flows or distributions, and
any interest or other fees charged for such advances, are made, reviewed and approved
as specified, in the transaction, agreements.
The related a~counts for the.transacti0n, such as cash z:eser~ accounts Or accounts
established as a form of overcotlatemlization, are separate!y maintained (e.g., with
respect to commin#ing of cash) as set forth’ in the transai:tion a .g.reements.
Each custodial account is maintained at a federally in~ured depo~Rory institution as’set
forth in the Lransaction agreement~. For purposes of this criterion, "federally insured
depositoryjnsfitution" with respect to a foreign financial institutionmeans a foreign .
financial institution that meets th~ requirements of Rule i3k-l(b)(1) of the Securities

Unissued checks art: safeguarded so as to prevent.unauthorized access,
Recon¢iiiatious m prepared on a monthly basis, for all asset-betided securities related
bank accounts, including custodial aqc0unts and related bank ¢leming accounts, These
reconciliations are (A) mathematically accurate; (B) prepared within 30 calendar days
after the bank statement cutoff de.to, or~ such other number of days Specified in the
transaction agreements; (C) reviewed anal spproved by someone;other than the person
who prepared the reconciliation; and.(D) contain explanations fo~ reconciling items.
These re~ncilin~.iterm are resolved within 90calendar days of their original
identification,..o.r such other...numbei, of days specified in the transaction agreements.
Investor Remittances a~d Rep..o~ing
Reports to investors, including those to be filed with the Commission, are maintained in
accordance with the transaction agreements and applicable Commission requirements.
Specifically; such reports (A) are prepared in accordance with timefiames and other
terms set forth.in.th9 transaction agreements; (B) provide information ¢alcuhted in
accordlm~ with the terms specified in the transaction agreements; (C) are filed with the
Commission as required by its rules andr~gulatious; and ~) agree with investors’ or
the trustee’s records as to the total unpaid principal balance and number of pool assets
serviced by the servicer.
Amounts due to investors are allocated and remitted in accordance with timefram~s,
distribution prlorit~ and other’terms set forth in the transaction agreemenls.

"X

X

B-1
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RegAB
Reference

1122(d)(3)(iii)

I ~ 2~(dX3Xiv)

H22(dX4)(ii)

t 122(d)(41(iii)

11

~ ~22(dX4Xv)

1122{dX4Xviii).

1122(d)(4)(ix)

1122(d)(4)(x). "

~ ~22(d)(4)(~)

~ ~ 22(d~4)(~i)

11 ~(d)(4)(~ii)

Servicing Criteria                                                  "

Disburserne~ m~e to an investor are po~ed within two busi~ days to th~ servic~r’s

other form ofpayment, or custodla! b~k statements. , ............
Pool Asset Administratien

....... ~ollateral or seeu’~ty on pool assets is maintai’n~d as required ’by thetransaction
agreements or related pool ,asset dpcuments.
Pool assets and related documents are safeguarded as required by the ~ansaetion
agreement.
Any additions, remr~als or subst~tions.lo the a~set’pool are made, reviewed and
approved in accordance with any conditions or requirements in the transaction
agreements.
Payments on pool assets, i.neluding anypayoffs, made.in accordance with the related
pool asset documents are posted.to the Zervieer’s obliger reeord~ maintained no more
than two business days ~fler receipt, or such 9ther number of days specified in the,
transaction agreements, and allocated to principal, interest or other items (e,g,, escrow)
in ae.c, ordance with khe related pool asset doei~ments.
The servicer’s records regarding the pool assets agree with the serviceri’~’~’ecords With
respect to. an obliger’s unpaid principal!balance....
Changes with:respect to the terms or status 6fan obliger’s pool assets ~:k-, loan
modifications or re-agings) are made, reviewed and appr.oved by authorized personnel
in. aecoidance with the transaction a~cements and related pool asse.t doeurnents.
Loss mitigation or recovery actions (e.g., forbearance plans, modifications and deeds in
lieu of foreclosure, foreclosures and reposse~siong as applicable) are initiated,
conducted and concluded in accordance with the fimeframes or other requirements
established l#y the transaction agreements.
Records documentifig collection efforts are maintained’during the period a pool asset is
delinquent in accordance witfi~th¢ transaction’agreements. Such records are maintained
on at 1.east a monthly basis, or such other period specified in the transaction agreements,
and describe theentity’s activities in monitoring delinquent pool assets including, for
example, pronecalls, letters and payment re.scheduling plans in eases where
delinquency is deemed ~tem~rary (e,g,,.illne~s ot unemployment),
Adjustment~ to interestxates or rates of return for pool assets with variable rates are
computed b~ed.on the related pool assdt doeum.~nts,
Regarding any lurids, held in trust for an~ obliger (such as escrow accouhts): (A),such
funds are ahalyzed, in a.ce0rdance with ~e oblig0r’s pool aSset documents, on at least an
annual basis, or such’other period specified in the transaction agreements; (B) interest
on such fund.s is paid, or credited, to obligorg in accord~ce with applicable pool. asset ¯
documents and stat~ Jaws; and (C) such funds.a~, returaed to the obliger within 30 ’
calendar da~s of full repayment of the related pobl assets, or such other number of days
specifidd.in the transaction, a~reements. .
Payments made on behalf of an obliger (such as.tax or insurance payments) are made on
or:before thg related pe.nalry or expiration dates, ~s indicated on the appropriate bills or
ndtiees for such payments, provided that suefi support has beeri received by the servicer
at i!east 30 .calendar days prior to these dates, or such other number of days specified in
the transaction agreements,
Any !ate paymentpgnalties,in connection With any i)ayment to be made on behalf of an
obligo~" aro paid from the servieer’s fu.nds and not ehmged to the obliger, unless the late
payment was due to the obliger’s error or omission. ,
Disbursements made on behalf of an oblig0r are posted with~ two business days"’~0 the
ob!igbf~s federals m~iinta.ined by the servicer, or such other number of days specified in
thetrhfisac~rn agreements,                 . ..................................

Delin.quengies, charge-ells and uncollectible accounts are recognized and recorded in
1122(d)(4Xxiv) ,,,.accord,afice with the transaction agreement:,

Any e~emai enhancement or other support, identifi~tl in Item 1 i 14(a)(1) through (3) or
I 122(d)(4)(xv) Item ~ 115 of Regulation AB, is maintained as s~.~...forth in the transact!.~n agreements.

Applicable
Tru, stee

X
X
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EXECUTION COPY

SERVICING AGP~EMENT

BONDABLE TRANSITION PROPERTY SERVICING AGREEMENT

between

JCP&L TRANSITION FUNDING II LLC
Issuer

and

JERSEY CENTRAL POWER & ~IGHT COMPANY
Servicer

Dated as of August 10, 2006
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BONDABLE TRANSITION PROPERTY SERVICING AGREEMENT, dated as
of August 10, 2006, by and between JCP&L TRANSITION FUNDING II LLC, a Delaware
limited liabiIity company, as Issuer (the "Issuer"), and JERSEY CENTRAL POWER & LIGHT
COMPANY, anew Jersey eorp~)ration, in its capacity as Servicer (the "Servicer") of the
Bondable Transition Property hereunder.

WITNESSETH:

WHEPd~AS the Servicer is willing to service all Transferred Bondable Transition
Property purchased from the Seller by the Issuer;

WHEREAS, the TBC Collections initially will be commingled with other funds
collected by the Servicer;

WHEREAS,.certain parties may have an interest in such commingled collections,
and such parties have entered into an Interereditor Agreement as of the date hereof that allows
the Servicer to allocate the eollected, commingled funds according to each party’s interest; and

WHEREAS the Issuer, in connection with its ownership of the Transferred
Bondable Trmtsition Property, desires to engage the Servicer to carry out the functions described
herein.

NOW, THEREFORE, in Consideration of the premises and the mutual covenants
herein contained and other good and valuable consideration, the receipt and.sufficiency of which
are hereby acknowledged, and intending to be legally bound hereby, t.he parties hereto agree as
follows:

ARTICLE I

DEFINITIONS

Section 1.01 Definitions. Capitalized terms used and not otherwise defined herein shall
have the meanings assigned to them in Appendix A of the Indenture dated as of August 10, 2006
b~tween the Issuer and The Bank of New York, as Trustee (the "Trustee").

Section 1.02 Other Def’mitional Provisions.

(a) Non-capitalized terms used herein that are defined in the Competition Act,
as the context requires, have the meanings assigned to such terms in the Competition Act, but
without giving effect to amendments to the Competition Act after the da~e hereof which have a
material adverse effect on the Issuer or the Transition Bondholders.

(b) All tetans defined in this Servicing Agreement have such defined
meanings when used in any certificate or other document made or delivered pursuant hereto
unless otherwise defined therein.

(e)    The words "hereof’, "herein", "hereunder" and words of similar import
when used in this Servicing Agreement shall refer to this Servicing Agreement as a whole and

NY#561191 v13
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not to any partleular provision of this Servicing Agreement; Article, Section~ Annex, Schedule
and Exhibit references containeA in this Servicing Agreement are references to A.rtieles,
Sections, Annexes, Schedules and Exhibits in or to this Servicing Agreement unless otherwise
specified; and the term "including" shal! mean "including without limitation".

(d) The defir6tions contained in this Servicing Agreement are applicable to
the singular as well as the plural forms of such terms.

ARTICLE II

APPOINTMENT AND AUTHORIZATION OF SERVICER

Section 2.01 Appointment of Servicer; Acceptance of Appointment. The Issuer
hereby appoints the Servicer, and the Servicer hereby accepts such appointment, to perform the
Servieer’s obligations pursuant to flais Servicing Agreement on behalf of and for the benefit of
the Issuer in accordance with and subject to the terms of this Servicing Agreement. This
appointment and the Servicer’s acceptance thereof may not be revoked except in accordance
with the express terms of this Servic~g Agreement.

Section 2.02 Authorization. With respect to all or any portion of the Transferred
Bondable Transition Prot~rty and in connection with the performance of its duties hereunder, the
Servicer shall be, and hereby is, authorized and empowered by the Issuer to:

(a) on behalf of itself, the Issuer, or both of them, as the ease may be, execute
and deliver any and all instruments, documents or notices; and

(b) on behalf of itself, the Issuer, or both of them, as the case may be, make
any filing arid participate in proceedings of any kind with any governmental authorities,
including with the BPU and the Securities and Exchange Commission ("SEC").

The Issuer shall furnish the Servicer with such executed documents as have been
prepared by the Servicer for execution by the Issuer, and with such other documents as may be in
the Issuer’s possession, that are necessary or appropriate to enable the Servicer to carry out its
servicing and administrative duties hereunder. Upon the written request of the Servicer, the
Issuer shall furnish the Servicer with any powers of attorney or other documents necessary or
appropriate to enable ~e Servicer to carry out its duties hereunder.

Section 2.03 Dominion and Control O~,er Transferred Bondable Transition
Property. Notwithstanding any other provision herein, the Servicer arid the Issuer agree that the
Issuer shall have dominion and control over the Transferred Bondable Transition Property, and
the Servicer, in accordance with the terms hereof, is acting solely as the servicing agent of the
Issuer with respect to the Transferred Bondable Transition Property. The Servicer hereby agrees
that it shall not take any action hereunder that is not authorized by this Servicing Agreement, the
Competition Act or the Financing Order, that is not consistent with its customary procedures and
practices, or that shall impair the rights of the Issuer with respect to the Transferred Bondable
Trmasi~ion Property, in each case unless such action is required by law or court or regulatory
order.

NY#561191 el3
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ARTICLE III

BILLING SERVICES

Section 3.01 Duties of Servicer. The Servicer, as agent for the Issuer (to the extent ¯
provided herein), shall have the following duties:

(a) Duties of Servicer Generally. The Servicer will manage, service,
administer and make collections in respect of the Transition Bond Charge. The Servieer’s duties
will include:

(i)    obtaining meter r~ads, calculating and billing the Transition
Bond Charge in accordance with the Financing Order and collecting the
Transition Bond Charge from Customers and Third Parties, as applieable;

(ii) responding to inquiries by Customers, Third Parties, the
BPU, or any federal, local or other state governmental authority with respect to
the Transition Bond Charge;

(iii) delivering bills or arranging for the delivery of bills to
Customers and Third Parties, accounting for TBC Collections, investigating and
resolving delinquencies (and furnishing reports with respect to such delinquencies
to the Issuer), processing and depositing collections, making periodic remittances
and furnishing periodic reports to the Issuer, the Trustee and the Rating Agencies;

(iv) selling, as the agent for the Issuer, as its interest may
appear, defaulted or written off accounts in accordance with the Servieer’s usual
atad customary practices for accounts of its own electric service customers; and

(v) . taking action in connection with Transition Bond Charge
Adjustments as set forth herein.

Any~ing to the contrary notwithstanding, the duties of the Servicer set forth in
this Servicing Agreement shall be qualified in their entirety by the Competition Act arid any
other applicable law effective in New Jersey, the Financing Order, any BPU Regulations and the
federal securities laws and the rules and regulations promulgated thereunder, including without
limitation, Regulation AB, as in effect at the time such duties are to be performed. Without
limiting the generality of this Section 3.01(a), in furtherance of the foregoing, the Servicer
hereby agrees that it shall also have, and shall comply with, the procedures, duties and
responsibilities set forth in Exhibit A hereto which, among other things, relate to data
acquisition, usage and bil! calculation, billing, customer service functions, collections, payment
processing and remittance.

(b) Notification of Laws and Regulations. The Servicer shall immediately
notify the Issuer, the Trustee and the Rating Agencies in writing of any laws or BPU Regulations
hereafter promulgated that have or will reasonably be likely to have a material adverse effect on
the Servicer’s ability to perform its duties under this Servicing Agreement.
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(e) Other Information. Upon the reasonable request of the Issuer, the Trustee
or any Rating Agency, the Servicer shall provide to the Issuer, the Trustee or the Rating
Agencies, as the case may be, any public financial information in respect of the Servicer, or any
material irfformation regarding the Transferred Bondable Transition Property (or related TBC
Collections) to the extent it is reasonably av .ailable to the Servicer, that may be reasonably
necessary and permitted by law for the Issuer, the Trustee or the Rating Agencies to monitor the
performance by the Servicer hereunder. In addition, so long as any of the Transition Bonds of
any Series are Outstanding, the Servicer shall provide to the Issuer and to the Trustee, within a
reasonable time after written request therefor~ any information available to the Servicer or
reasonably obtainable by the Servicer that is necessary to eaIculate the Transition Bond Charge.

(d) Preparation of Reports, Certifications, etc. The Servicer shall prepare,
procure, deliver and/or file, or cause to be prepared, procured, delivered or filed, any reports,
attestations, exhibits, certifications or other documents required to be delivered or filed with the
SEC (and/or any other governmental or regulatory agency) by the Issuer under the federal
securities or other applicable laws or in accordance with the Basic Documents, including, but
without limiting the generality of foregoing, filing with the SEC, if applicable, a copy or copies
of(i) the certificates described in Section 3.05 and Annex 1 hereof (under Form 10-D or any
other applicable form), (ii)the annual statements of compliance, attestation reports and other
certifications described in Section 3.06 hereof, and (iii) the Annual !ndependent Certified Public
Accountant’s Report (and any attestation required under Regulation AB) described in Section
3.07 hereof. In addition, the appropriate officer or officers of the Servicer shaft sign the Issuer’s
Form 10-K (and any other applicable SEC or other reports, attestations, certifications and other
documents), to the extent required by, and consistent with, the federal securities laws and/or any
other applicable law.

Section 3.02 Collection and Allocation of the Transition Bond Charge.

(a) The Servicer shall use all reasonable efforts, consistent with its customary
servicing procedures, to collect all amounts owed in respect of the Transition Bond Ctiarge as
and when the same shall become due and shall follow such collection.procedures as the Servicer
follows with respect to collection activities that’the Servicer conducts for itself and others. The
Servicer shall noI change the amount of or reschedule the due date of any scheduled payment of
the Transition Bond Charge, except as contemplated in this Servicing Agreement or as req.uired
by law or court order or BPU Regulations; provided, however, that the Servicer may take any of
the foregoing actions to the extent that such action would be in accordance with customary
billing and collection practices of the Servicer with respect to billing and collection activities that
the Servicer conducts for itself. The Servicer shall diligently enforce the obligations of any Third
Parties providing billing and collection services with respect to the Transition Bond Charge.

(b) As specified in the Petition and the Financing Order, any amounts
received by the Servicer from a Customer that represent a partial payment toward an outstanding
balance will be applied in the following manner:

(i)    to sales taxes with respect to the partial payment (which the
Servicer collects as trustee for the State of New Jersey and not for its own account
or for that of the Issuer);
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(ii) pro rata to the Transition Bond Charge and the Servieer’s
other charges and taxes, where any of such charges are in arrears, based on their
proportion to the Servicer’s total charges in arrears for that period; and

(iii) pro rata to the Transition Bond Charge and the Servieer’s
other charges and taxes, where any of such charges are cttrrent charges, based on
their proportion to the Servieer’s total current charges assessed for that period.

JCP&L’s other charges may include the Market Transition Charge, the MTC-Tax and all other
charges that JCP&L and any Tlaird Party may be authorized to bill and collect from Customers
on account of the provision of electric service. If there is more than one series of transition bonds
outstartdh~g, whether they be Transition Bonds issued by the Issuer, or transition bonds issued by
JCP&L Transition Funding LLC or any other issuer for which the Servicer is acting as servicer,
the Servicer shall allocate partial payments among such series in accordance with the
In~ercreditor Agreement.

Section 3.03 Payment of TBC Collections.

(a) With the exception of the Quarterly Servicing Fee, which the Servicer is
entitled to withhold from TBC Collections pursuant to Section 5.07 hereof, the Servicer agrees to
remit to the Trustee for deposit in the Collection Account TBC Collections for each Billing
Month based on its estimated system-wide’write-offpereentage and the average number of days
outstanding of bills, as in effect from time to time as follows:

(i)    on each Monthly Remittance Date, for so long as the
Servicer has satisfied the conditions of Seelion 5.11 (b), the Servicer shall remit to
the Trustee for each preceding Billing Month an amount equal to the amount of
TBC Collections deemed to have been received during the preceding calendar
month, based on the estimated system-wide write-offpercentage and the average
number of days outstanding of bills then in effect; and

(ii) on each Daily Remittance Date, for so long as the Servicer
has not satisfied the conditions of Section 5.11 (b), the Servicer shall remit to the
Trustee an amount equal to the amount of TB¢ Collections deemed to have been
received during the Business~Day which is two Business Days preceding such
Daily.Remittance Date, including (for the first Daily Remittance Date following a
period when the Servicer had been remitting on a Monthly Remittance Date) any
amounts on deposit with the Servicer (for the Billing Month and any prior Billing
Month) prior to such Daily Remittance Date during a period when the Servicer
had been remitting on a Monthly Remittance Date based on the estimated system-
wide write-off percentage and the average number of days outstanding of bills
then in effect.

(b) On or before each Reconciliation Date, the Servicer will reconcile actual
TBC Collections with estimated TBC Collections previously made to the Trustee in respect of (i)
each Annual Reconciliation Date, each of the twelve Billing Months beginning fifteen months
before the month in which such Reconciliation Date occurs (or from the first Series Issuance
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Date, if less than fifteen months have elapsed), and (ii) each Monthly Reconciliation Date, the
Billing Month that is three months prior to the Billing Month in which such Reconciliation Date
occurs. In the event that there is a payment shortfall (i.e., the remittances of the estimated
payments are less than the actual payments arising from the transition bond charges) with respect
to the applicable Billing Months or Billing Month, as the case may be, the Servicer shall pay the
shortfall to the Trustee for deposit imo the Collection Account within two Business Days dfthat
Reconciliation Date, or, if the Servicer remits TBC Collections on each Monthly Remittance
Date’ in accordance with Section 5, I 1 (b), on the next Monthly Remittance Date. In the event that
there is an overpayment (i:e., the remittances of estimated payments exceed the amounts that
should have been remitted based on the actual system-wide write-offs) for the applicable Billing
Months or Billing Month, as the case may be, the Servicer. may either (A) reduce the amount that
the Servicer is required to remit to the Trustee for deposit in the Collection Account on the
following Remittance Date (and, if necessary, succeeding Remittance Dates) by the amount of
the overpayment or (B) direct the Trustee in writing to pay to the Servicer from the General
Subaceount the amount bf the overpayment, which upon payment shall become the property of
the Servicer.

(e) In the event that the Servicer makes changes to its current computerized
customer information system that would allow the Servicer to track actual TBC Collections
and/or otherwise monitor payment and collection activity more efficiently or accurately than is
currently being done under this Servicing Agreement, the Servicer may substitute actual
remi~ance procedures for the estimated remittance procedures described above and otherwise
modify the remittance procedures described above as may be appropriate in the interests of
efficiency, accuracy, cost and]or system capabilities..However, the Servicer may not make any
such modification or substitution that will materially and adversely affect the Transition
Bondholders. The Servicer must also give notice to the Rating Agencies of any such computer
system changes no later than sixty business days after the date on which all customer accounts
are first billed on the new system.

(d) The Servicer and Issuer agree and acknowledge that, although the Servicer
will remit estimated payments arising from the TBC Collections to the Trustee, the Servicer is
not obligated to make any payments on the Transition Bonds. The Servicer agrees and
acknowledges that it holds all TBC Collections collected by it for the benefit of the Issuer and
that all amounts will be remitted by the Servicer in aeeordartee with this Servicing Agreement
without any surcharge, fee, offset, charge or other deduction and without making any claim to
reduce its obligation to remit all TBC Collections collected by it, except (i) as set forth in clause
(b) above, (ii) with respect to the Quarterly Servicing Fee that it may withhold pursuant to
Section 5.07 hereof and (iii) with respect to late fees permitted by Section 5.07.

Section 3.04 Servicing and Maintenance Standards. The Servicer shall, on behalf of
the Issuer:

(a) manage, service, administer and make collections in respect of the
Transferred Bondable Transition Property with reasonable care and in material compliance with
applicable law and regulations, including all applicable BPU Regulations, using the same degree
of care and diligence that the Servicer exercises with respect to biIIing and collection activities
that the Servicer conducts for itself and others;
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(b) follow standards, policies and procedures in performing its duties as
Servicer that are customary in the electric power distribution industry in New Jersey;

(c) use all reasonable efforts, consistent with its customary servicing
proeedures£ to enforce and maintain the rights of the Issuer and the Trustee in respect of the
Transferred Bondable Transitidn Property; and

(d) calculate the Transition Bond Charge in compliance with the Competition
Act, the Financing Order and any applicable tariffs;

except where the failure to comply with any of the foregoing would not have a material adverse
effect on the Issuer’s or the Trustee’s respective interests in the Transferred Bondable Transition
Property. The Servicer shall follow such customary and usual praetlees and procedures as it shall
deem necessary or advisable in its servicing of the Transferred Bondable Transition Property,
which, in the Servicer’s judgment, may include the taking of legal action pursuant to Section
3.t0 or otherwise. Notwithstanding the foregoing, the Servicer shall not change its customary
and usual practices and procedures in any manner that would have a material adverse effect on
the Issuer’s.or the Trustee’s respective interests in the Transferred Bondable Transition Property
unless it shall have provided the Rating Agencies with prior written notice.

Section 3.05 Servicer’s Certificates. The Servicer will provide to the Issuer and to the
Trustee the statements specified in Annex 1 at the times indicated therein.

Section 3.06 Annual Statement as to Compliance. The Servicer shall deliver to the
Issuer and the Trustee, on or before the earlier of(a) March 31 of each year or (b) with respect to
each eale~adar year during which the Issuer’s annual report on Form 10-K is required to be filed
in accordance with the Exchange Act and the rules and regulations thereunder, the date on which
the annual report on Form 10-K is required to be filed in accordance with the Exchange Act and
the rules and regulations thereunder, (i) a Servicer Officers’ Certificate containing, and certifying
a~ to, the statements of compliance required by Item 1123 (or any successor or similar items or
rule) of Regula.tion AB, as Wen in effect and (ii) a Servicer Officers’ Certificate containing, and
certifying as to, the statements and assessment of compliance required by Item 1122(a) (or any
successor or similar items or rule) of Regulation AB,as then in effect.

The Servicer shall use commercially reasonable efforts to obtain from each other party
participating in the servicing function any additional eertifieations as to the statements and
assessment required trader Item 1122 or Item 1123 of Regulation AB to the extent required in
connection with the filing of the annual report on Form 10-K; provided, however, that a failure to
obtain such certifications shall not be a breach of the Servicer’s duties hereunder.

Section 3.07 Annual Independent Registered Public Accountants’ Report.

(a) The Servicer shall cause a firm of Independent registered public
accountants (which may also provide other services to the Servicer or the Seller) to prepare, and
the Servicer shall deliver to the Issuer, to the Trustee and to each Rating Agency, on or before
the earlier of(a) March 31 of each year or (b) with respect to each calendar year during which
the Issuer’s annual report on Form 10-K is required to be filed in accordance with the Exchange
Act and the rules and regulations thereunder, the date on which the annual report on Form 10-K
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is required to be filed in accordance with the Exchange Act and the rifles and regulations
thereunder, a report addressed to the Servicer (the "Annual Accountant’s Report"), which may
be included as part of’the Scrvic~r’s customary auditing activities, to the effect that such firm has
performed certain procedures in connection with the Servicer’s compliance with its obligations
under this Servicing Agreement during the preceding calendar year (or, in the case of the first
Annual Accountant’s Report, the period of time from the initial Transfer Date until December
31, 2006), identifying the results of such procedures and including any exceptions noted. In the
event such aeeotmting firm requires the Trustee or the Issuer to agree or consent to the
proeedt~es performed by such firm, the Issuer shall direct the Trustee in writing to so agree, it
being understood and agreed that the Trustee will deliver such letter of agreement or consent in
conclusive reliance upon the dlreetion of the Issuer, and the Trustee will not make any
independent inquiry or investigatiort as to, and shall have no obligation or liability in respect of,
the suI~eieney, validity or correctness of such procedures.

(b) The Annual Accountant’s Report shall also indicate that the accounting
finn providing such report is independent of the Servicer in accordance with the Rules of the
Public Company Accounting Oversight Board and shall include the attestation report required
under Item 1122(b) of Regulation AB (or any successor or similar items or rule), as then in
effect.

Section 3.08 Bondable Transition Property Documentation. To assure uniform
quality in senrcing the Transferred Bondable Transition Property and to reduce administrative
costs, the Servicer shall keep on file, in accordance with its customary procedures, all Bondable
Transition Property Documentation, it being understood that the Servicer is acting solely as the
servicing agent and custodian for the Issuer with respect to the Bondable Transition Property
Documentation.

Section 3.09 Computer Records; Audits of Documentation.

(a) Safekeeping.. The Servicer shall maintain accurate and complete accounts,
records and computer systems pertaining to the Transferred Bondable Transition Property and
the Bondable Transition Property Documentation in accordance with its standard aceountir~g
procedures and in sut~cient detail to permit reconciliation between payments or recoveries on
(or with respect to) the Transition Bond Charge and the estimated TBC Collections from time to
time remitted to the Trustee pursuant to Section 3.03 and to enable the Issuer to comply with this
Servicing Agreement and the Indenture. The Servicer shall conduct, or cause to be conducted,
periodic audits of the Bondable Transition Property Documentation held by it under this
Servicing Agreement and of the related accounts, records and computer systems, in such a
manner as shalt enable the Issuer and the Trustee, as pledgee of the Issuer, to verify the accuracy
of the Servicer’s record keeping. The Servicer shall promptly report to the Issuer and to the
Trustee any failure on the Servicer’s part to hold the Bondable Transition Property
Documentation and main~Jn its accounts, records and computer systems as herein provided and
shall promptly take appropriate action to remedy any such failure, Nothing herein shall be
deemed to require an initial review or any periodic review by the Issuer or the Trustee of the
Bondable Transition Property Documentation. The Servicer’s duties to hold the Bondable
Transition Property Documentation on behalf of the Issuer set forth in this Section 3.09, to the
extent such Bondable Transition Property Documentation has not been previously transferred to
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a Successor Servicer, shall terminate three years after the earlier of the date on which (i) the
Servicer is succeeded by a Successor Servicer pursuant to the provisions of this Servicing
Agreement or (ii) no Transition Bonds of any Series are Outstanding.

(b) Maintenance of and Aeeess to Records. The Servicer shall maintain the
Bondable Transition Property Documentation at 76 South Main Street, Akron, Ohio 44308 or at
such other office as shall be specified to the Issuer and to the Trustee by written notice not later
than thirty days prior to any change in location. The Servicer shall permit the Issuer and the
Trustee or their respective duty authorized representatives, attorneys, agents or auditors at any
time during normal business hours to inspect, audit and make copies of and abstracts from the
Servicer’s records regarding the Transferred Bondable Transition Property, the Transition Bond
Charge and the Bondable Transition Property Documentation. The failure of the Servicer to
provide access to such inf6rmation as a result of an obligation or applicabIe law (including BPU
Regulations) prohibiting disclosure 6finformation regarding customers shall not constitute a
breach of this Section 3.09(b).

Section 3.10 Defending Transferred BondabIe Transition Property Against
Claims. The Servicer shalI institute and maintain any action or proceeding necessary to compel
performance by the BPU or the State of New Jersey of any of their obligations or duties under
the Competition Act or the Financing Order with respect to the Transferred Bondable Transition
Property, and the Servicer agrees to take such legal or administrative actions, including
defending against or instituting and pursuing legal actions and appearing or testifying at hearings
or similar proceedings, as may be reasonably necessary to block or overturn any attempts to
cause a repeaI of, modification of or supplement to the Competition Act, the Financing Order or
the, Restructuring Order (to the extent it affects the rights of Transition Bondholders or the
validity or value of the Transferred Bondable Transition Property), as the case may be, the
Bondable Transition Property or the rights of the holders of’l’ransferred Bondable Transition
Property if such repeal, modification or supplement would be adverse to the Transition
Bondholders. The costs of any such action reasonably allocated by the Servicer to the
Transferred Bondable Transition Property shall be payable from TBC Collections as an
Operating Expense in accordance with the Indenture. The Servicer’s obligations pursuant to this
Section 3.10 shalt survive and continue notwithslanding the fact that the payment of Operating
Expenses pursuant to the Indenture may be delayed (it being understood that the Servicer may be
required to advance its own funds to satisfy its obligations under this Section 3.10).

ARTICLE IV

SERVICES RELATED TO TRANSITION BOND CHARGE ADJUSTMENTS

Section 4.01 Transition Bond Charge Adjustments. The Servicer shall perform the
calculations and take the actions relating to adjusting the Transition Bond Charge, as set forth in
Section 5 of Annex 1, at the times indicated therein.
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THE SERVICER

Section 5.01 Representations and Warranties of Servicer. The Servicer makes the
following representations and warranties as of the Transfer Date, on which the Issuer has relied
and wiI1 rely in acquiring Transferred Bondable Transition Property and in entering into this
Servicing Agreement. These representations and warranties shall survive the execution and
delivery of this Servicing Agreement, the sale, tr.m~sfer, assignment and conveyance of the
Transferred Bondable Transition Property to the Issuer pursuant to the Sale Agreement and the
pledge thereof to the Trustee pursuant to the Indenture.

(a)    Organization and Good Standing. The Servicer is a corporation duly
organized and in good standing under the laws of the State ofi~s incorporation, with the
corporate power and authority to own its properties and to conduct its business as such properties
are currently owned and such business is presently conducted and to execute, deliver and carry
out the terms of this Servicing Agreement, and has the power, authority and legal right to service
the Transferred Bondable Transition Property.

(b) Due Qualification..The Servicer is duly qualified to do business as a
foreign corporation in good standing, and has obtained’ all necessary licenses and approvals, in
all jurisdictions in which the ownership or lease of property or the conduct of its business
(ineluding the servicing of the Transferred Bondable Transition Property as required by this
Servicing Agreement) requires such qualifications, licenses or approvals (except where the
failure to so qualify would not be reasonably likely to have a material adverse effect on the
Servieer’s business, operations, assets, revenues, properties or prospects or on the transactions
contemplated by this Servicing Agreement).

(c) Power and Authority. The Servicer has the corporate power and authority
to execute and deliver this Servicing Agreement and to carry out its terms; and the execution,
delivery and performance of this Servicing Agreement have been duly authorized by the Servicer
by all necessary corporate action.

(d) Binding Obligation. This Servicing Agreement constitutes a legal, valid
and binding obligation of the Servicer enforceable against the Servicer in accordance with its
terms, subject to bankruptcy, receivership, fraudulent transfer, insolvency, reorganization,
moratorium or other similar laws affecting creditors’ rights generally from time to time in effect
and to general principles of equity (regardless of whether considered in a proceeding in equity or
at law).

(e) No Violation. The consummation of the transactions contemplated by this
Servicing Agreement and the fulfillment of the terms hereof will not: conflict with, result in any
breach of any of the terms and provisions of, or constitute (with or without notice or lapse of
time or both) a default under, the artieles of incorporation, by-laws or other constituent
documents of the Servicer, or any indenture, material agreement or other material instrument to
which the Servicer is a party or by which it is bound; or result in the ~reation or imposition of
any Lien upon any of its properties pursuant to the terms of any such indenture, material
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agreement or other material instrument; or violate any law or any order, rule or regulation
applicable to the Servicer of any court or of any federal or State regulatory body, administrative
agency or other governmental instrumentality having jurisdiction over the Servicer or its

(f) Approvals. Except for filings with the BPU for adjusting the TranSition
Bond Charge pursuant to Section 4.01 and Annex 1, the filing of financing statements under the
New Jersey UCC and the Delaware UCC, and the filing of continuation filings under the New
Jersey UCC and the Delaware UCC, no approval, authorization, consent, order or other action of,
or filing with, any court, federal or state regulatory body, administrative agency or other
governmental instrumentality is required in connection with the execution and delivery by the
Servicer of this Servicing Agreement, the performance by the Servicer of the transactions
contemplated hereby or the fulfillment by the Servicer of the terms hereof, except those that have
been obtained or made.

(g) Reports and Certificates. Each report and certificate delivered in
eormeetion with any filing made with the BPU by the Servicer on behalf of the Issuer with
respect to the Transition Bond Charge or Transition Bond Charge Adjustments will constitute a
representation and warranty by the Servicer that each such report or certificate, as the ease may
be, is true and eorree’c in all material respects; provided, however, that to the extent any such
report or certificate is based in part upon or contains assumptions, forecasts or other predictions
of future events, this representation and warranty of the Servieer with respect thereto will be
limited to the representation and warranty that such assumptions, forecasts or other predictions of
future events a~ reasonable based upon historical performance or facts known to the Servicer on
the date such report or certificate is delivered.

(h) No Proceedings. There are no proceedings or investigations pending or,
to the Servieer’s best knowledge; threatened before any court, federal or state regulatory body,
administrative agency or other governmental instrumentality having jurisdiction over the
Servicer or its properties:

(i)    seeking to prevent the issuance of the Transition Bonds or
the consummation of any of the transactions contemplated by this Servicing
Agreement or any of the other Basic Documents;

(it) eXCept as disclosed by the Servicer to the Issuer (or as
disclosed in filings with the Commission made by the Servicer), seeking any
determination or ruling that might materially and adversely affect the pefformartee
by the Servicer of its obligations under, or the validity or enforceability against
the Servicer of, this Servicing Agreement or any of the other Basic Documents; or

(iii) Mating to the Servicer and which might materially and
adversely affect the federal or State income tax attributes of the Transition Bonds.

Section 5.02 Indemnities of Servicer; Release of Claims.

(a)    The Servicer shall be liable as such in accordance l~erewith only to the
extent of the obligations specifically undertaken by the Servicer under this Servicing Agreement.
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(b) The Servicer shall indemnify the Issuer and the Trustee (for itself and on
behalf of the Transition Bondholders) and each oft_heir respective trustees, members, managers,
officers, directors, employees and agents for, and defend and hold harmless each such person
from and against, any and all Losses that may be imposed upon, incurred by or asserted against
any such person as a result of:

(i) the Servicer’s willful misconduct, bad faith or gross
negligence in the performance of its duties or observance of its covenants under
this Servicing Agreement or the Servicer’s reckless disregard of its obligations
and duties under this Servicing Agreement;

(ii) the Servicer’s breach of any of its representations or
warranties in this Servicing Agreement; and

(iii) litigation and related expenses relating to its status and
obligations as Servicer (other than any proceedings the Servicer is required to
institute under this Servicing Agreement);

provided, however, that the Servicer shall not be liable for any Losses resulting from the willful
misconduct or gross negligence of any person indemnified pursuant to this Section 5.02 (each, an
"Indemnified Person") or resulting from a breach of a representation or warranty made by such
Indemnified Person in any of the Basic Documents that gives rise to the Servieer’s breach.

Promptly after receipt by an Indemnified Person of notice of its involvement in
any action, proceeding or investigation, such Indemnified Person shall, if a claim for
indemnification in respect thereof is to be made against the Servicer under this Section 5.02,
notify the Servicer in writing of such involvement. Failure by an Indemnified Person to so notify
the Servicer shall relieve the Servicer from the obligation to indemnify and hold harmless such
Indemnified Person under this Section 5.02 only to the extent that the Servicer suffers actual
prejudice as a result of such failure. With respect to any action, proceeding or investigation ¯
brought by a third party for which indemnification may be sought under this Section 5.02, the
Servicer shall be entitled to assume the defense of any such action, proceeding or investigation
unless (x) such action, proceeding or investigation exposes the Indemnified Person to a risk of
criminal liability or forfeiture, (y) the Servicer and such Indemnified Person have a conflict of
interest in their respective defenses of such action, proceeding or investigation or (z) there exists
at.the time the Servicer. would assume such defense an ongoing Servicer Default. Upon
assumption by the Servicer of the defense of any such action, proceeding or investigation, the
Indemnified Person shall have the right to participate in such action or proceeding and to retain
its own counsel (including local counsel), and the Servicer shall bear the reasonable fees, costs
and expenses of such separate counsel. The Indemnified Person shall not settle or compromise or
consent to the entry of any judgment with respect to any pending or threatened claim, action, suit
or proceeding in respect of which indemnification may be sought under this Section 5.02
(whether or not th’e Servicer is an actual or potential party to such claim or action) unless the
Servicer agrees in writing to such settlement, compromise or consent and such settlement,
eomproraise or consent includes an unconditional release of the Servicer from all liability arising
out of such claim, action, suit or proceeding.
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(c) The Servieer’s indemnification obligations under Section 5.02(b) for
events occurring prior to the removal or resignation of the Trustee or the termination of this
Servicing Agreement shall survive the resignation or remova! of the Trustee or the termination of
this Servicing Agreement and shall include reasonable costs, fees and expenses of investigation
and litigation (including the Issuer’s and the Trustee’s reasonable attorneys’ fees and expenses).

(d) Except to the extent expressly provided for in the Basic Documents
(including the Servieer’s claims with respect to the Quarterly Servicing Fees and the Seller’s
claim for payment of the purchase price of the Tra~ferred Bondable Transition Property), the
Servicer hereby releases and discharges the Issuer (including its Member, Managers, officers,
employees and agents, if any) and the Trustee (ineluding its respective officers, directors,
employees and agents) (colleefi’vely, the "Released Parties") from any and all actions, claims and
demands whatsoever, which the Servicer shall or may have against any such person relating to
the Transferred Bondable Transition Property or the Servieer’s activities with respect thereto
other than any actions, c!aims and demands arising out of the willful misconduct, bad faith or
gross negligence of the Released Parties.

Section 5.03 Merger or Consolidation of~ or Assumption of the Obligations of,
Servicer. Any Person or Persons:

(a) into which the Servicer may be merged or consolidated and which
succeeds to all or a significant part of the eleetric distribution business of the Servicer,

(b) which results from the division of the Servicer into two or more Persons
and which succeeds to all or a sigrtificant part of the ~Ieetric distribution business of the Servicer,

(c)    which may result from any merger or consolidation to which the Servicer
shall be a party and which succeeds to all or a significant part of the electric distribution business
of the Servicer,

(d) which may, in a transaction or a series of related transactions, succeed to
Ihe properties and assets of the Servicer substantially as a whole and which, in a transaction or a
series of related transactions, succeeds to all or a significant part of the electric distribution
business of the Servicer, or

. (e) which may otherwise succeed to all or a significant part of the electric
distribution business of the Servicer,

which Person or Persons in any of the foregoing cases executes or execute an agreement of
assumption to perform every obligation of the Servicer under this Servicing Agreement, shall be
the successor or successors to the Servicer hereunder without the execution or filing of any
document or any Nrther act by any of the parties to this Servicing Agreement; provided,
however, that:

(i)    immediately after giving effect to such transaetion, no
representation or warranty made pursuant to Section 5.01 shall have been
breached and no Servicer Default, and no event that, after notice or lapse of time,
or both, would become a Servicer Default, shall have occurred and be continuing;
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(ii) the Servicer shall have delivered to the Issuer, the Trustee
and the Rating Agencies a Servicer Officers’ Certificate and an Opinion of
Counsel each statNg that such consolidation, merger or succession and suel~
agreement of assumption comply with this Section 5.03 and that all conditions
precedent, if any, provided for in this Servicing Agreement relating to such
transaction have been complied with;

(iii) the Servicer shall have delivered to the Issuer, the Trustee
and the Rating Agencies an Opinion of Counsel either:

stating that, in the opinion of such counsel, all filings to be
made by the Servicer, including New Jersey UCC filings
and Delaware UCC filings, that are necessary fully to
preserve and protect the interests of the Trustee in the
Transferred Bondable Transition Property have been
executed and filed and reciting the detaiIs of such filings, or

stating that, in the opinion of such counsel, no such action
is necessary to preserve and protect such interests;

(iv) the Rating Agencies shall have received prior written notice
of such transaction, and the then current ratings on any of the Outstanding
Transition Bonds will not be withdrawn ~5r downgraded by the Rating Agencies;
and

(v) the Servicer shall have delivered to the Issuer, the Trustee
and the Rating Agencies an opinion of independent tax counsel (as selected by,
and in form and substance reasonably satisfactory to, the Servicer, and which may
be based on a ruling from the Internal Revenue Service) to the effect that, for
federal income tax purposes, such consolidation or merger will not result in a
material adverse federal income tax consequence to the Servicer, the Issuer, the
Trustee or the then existing Transition Bondholders.

The Servicer shall not consummate any transaction referred to in clauses (a), (b), (c), (d) or (e)
above except upon execution of the above described agreement of assumption and compliance
with subclauses (i), (ii), (iii), (iv) and (v) above. When any Person or Persons acquires or acquire
the properties and assets of the Servicer substantially as a whole and becomes or become the
successor or successors to the Servicer in accordance with the terms of this Section 5.03, then
upon the satisfaction oral! of the other conditions of this Section 5.03, the Servicer shall
automatically and without further notice be released from its obligations hereunder.

Section 5.04 Assignment of Servicer’s Obligations. Subject to the provisions of
Set, on 5.06, the Servicer may assign any or dll of its obligations hereunder to any successor if
either (i) prior written notice has been provided to the Rating Agencies and the then current
ratings on any of the Outstanding Transition Bonds will not be withdrawn or downgraded by the
Rating Agencies and any other conditions specified in the Financing Order have been satisfied or
(ii) the Servicer is replaced by a successor pursuant to Section 5.03 hereof.
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Section 5.05 Limitation on Liability of Servicer and Others. The Servicer, in such
capacity, shall not be liable to the Issuer, the Trustee, or the Transition Bondholders except as
provided under this Servicing Agreement, for any action taken or for refraining from the taking
of any action pursuant to this Servicing Agreement or for good faith errors in judgment;
provided, however, that this provision shall not protect the Servicer against any liabili~ that
would otherwise be imposed by reason of willful misconduct, bad faith or gros~ negligence in the
performance of its duties or by reason of reckless disregard of its obligations and duties under
this Servicing Agreement. The Servicer and any director, officer, employee or agent of the
Servicer may rely in good faith on the advice of counsel reasonably acceptable to the Trustee or
on any document of any kind, prima facie properly executed and submitted by any Person,
respecting any matters arising under this Servicing Agreement.

Except as provided in this Servicing Agreement, the Servicer, in such capacity,
shall not be under any obligation to appear in, prosecute or defend any legal action that is not
incidental to its duties to service the Transferred Bondable Transition Property in accordance
with this Servicing Agreement or related to its indemnification obligations, and that in its
reasonable opinion may cause it to incur any expense or liability.

Section 5.06 JCP&L Hot to Resign as Servicer. Subject to the provisions of
Sections 5.03 and 5.04, JCP&L shall not resign from the obligations and duties imposed on it as
Servicer under this Servicing Agreement except upon a determination that the performance of its
duties under this Servicing Agreement shall no longer be permissible under applicable law. Any
such resignation shall not be effective until approved bythe BPU. Notice of any such
determination permitting the resignation of JCP&L shall be communicated to the Issuer, the
Trustee and each Rating Agency at the earliest practicable time (and, if such communication is
not in writing, shall be eonfn’med in writing at the earliest practicable time), and any such
determination shall be evidenced by an Opinion of Counsel to such effect delivered to the Issuer
and the Trustee concurrently with or promptly after such notice. No such resignation shall be
permitted if such r~signation will result in the reduction or withdrawal of the then current ratings
on any Outstanding Transition Bond. No such resignation shall become effective until a
Successor Servicer has assumed the servicing obligations and duties hereunder of the Servicer in
accordance with Section 6.04.

Section 5.07 Quarterly Servicing Fee. The Issuer agrees to pay the Servicer the
Quarterly Servicing Fee with respect to all Series of Transition Bonds. On each Monthly
Remittance Date that coincides with a Payment Date, the Servicer shall be entitled to withhold
the amount of the Quarterly S~rvieing Fee from TBC Collections as compensation under this
Servicing Agreement unless the Trustee has notified the Servicer in writing that the Issuer does
not hold sufficient funds to pay amounts owed in such month to the Trustee. For so long as
JCP&L is the Servicer, the Quarterly Servicing Fee shall be $57,000. The Servicer shall be
entitled to retain as additional compensation net investment income on TBC Collections related
to the Transferred Bondable Transition Property receix~ed by the Servicer during any Collection
Period prior to remittance to the Collection Account and’the late fees, if any, paid by Customers
to the Servicer. The Issuer and the Servicer agree and acknowledge that the foregoing fees
constitute a fair and reasonable price for the obligations to be performed by the Servicer. In no
event shall the Trustee be liable for any Quarterly Servicing Fee.
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Section 5.08 Servicer Expenses. Except as otherwise expressly provided herein, the
Servicer shall be required to pay all expenses incurred by it in connection with i~s activities
hereunder, including fees and disbursements of independent accountants and counsel, taxes
imposed on the Servicer and expenses incurred in cormeetion with reports to the Transition
Bondholders and shall not be entitled to any additional payment or reimbursement therefor.

Section 5.09 Subservicing. The Servicer may at any time appoint a subservieer to
perform all or any portion of its obligations as Servicer hereunder; provided, however, that
written notice has been.given to the Rating Agencies and the Trustee and the then current ratings
on any Outstanding Transition Bonds will not be withdrawn or downgraded by the Rating
Agencies; and provided, further, that the Servicer shall remain obligated and be liable to the
Issuer, the Trustee and the Transition Bondholders for the servicing and administering of the
Transferred Bondable Transition Property in accordance with the provisions hereof without
diminution of such obligation and liability by virtue of the appointment of such subservieer and
to the same extent and under the same terms and conditions as if the Servicer alone were
servicing and administering the Transferred Bondable Transition Property. The fees and
expenses of the subservieer shall bc as agreed between the Servicer and its subservieer from time
to time, and none of the Issuer, the Trustee or the Transition Bondholders shall have arty
responsibility therefor. Any such appointment shall not constitute a Servicer resignation trader
Section 5.06.

Section 5.10 No Servicer Advances. The Servicer shall not make any advances of
interest on or principal of the Transition Bonds.

Section 5.11 Remittances.

(a) The Servicer shall remit TBC Collections (from whatever source) in
accordance with Section 3.03(a)(ii), and all proceeds of other Collateral of the Issuer, if any,
received by the Servicer, to the Trustee for deposit pursuant to the Indenture, not later than each
Daily Remittance Date. The Servicer shall promptly remit any Indemnity Amounts paid or
received by it immediately to the Trustee for deposit pursuant to the Indenture.

(b) Notwithstanding the foregoing clause (a), as long as

(i)    JCP&L or any sucee,ssor to JCP&L’s eteetric distribution
business remains the Servicer,

(ii) no Servicer Default has occurred and is continuing,

JCP&L, or any Successor Servicer to JCP&L’s
electric distribution business, maintains a short-term
rating of ’A-I’ or better by S&P, ’P-I’ or better by
Moody’s, and ’F-I’ or better by l~iteh,

or

03) any additional conditions or limitations imposed by
the Rating Agencies are complied with and each

16 NY#561191 y13



Attachement B
Page 20 of 40

basis and

,Rating Agency has notified the Servicer, the Issuer
and the Trustee thai the monthly remittance will not
result in a downgrade or withdrawal of the then
current ratings of any Outstanding Transition Bonds
(except that with regard to Moody’s and Fitch it
will be sufficient to provide ten days notice of any
such action),

the BPU has approved Servicer remittances on a monthly

(v) the Servicer has delivered to the Rating Agencies an
Opinion of Counsel addressing certain "true sale" and "non-consolidation" issues
in form and substance reasonably satisfactory to such Rating Agencies,

the Servicer need not make the daily remittances required by clause (a), but in lieu thereof, shall
remit all TBC Collections (from whatever source) in accordance with Section 3.03(a)(i), and all
proceeds of other Collateral of the Issuer, if anN, received by the Servicer during any Collection
Period to the Trustee for deposit pursuant to the Indenture, not later than the corresponding
Monthly Remittance Date.

Section 5.12 Protection of Title. The Servicer shall execute and ~e such filings and
cause to be executed and filed such filings, all in such manner and in such places as may be
required by law fully to preserve, maintain and protect the interests of the Trustee in the
Transferred Bondable Transition Property and other Collateral, including all filings required
under the New Jersey UCC and the Delaware UCC relating to the transfer of ownership of or a
security interest in the Transferred Bondable Transition Property by the Seller to the Issuer or the
security interest granted by the Issuer to the Trustee in the Transferred Bondable Transition
Property and other Collateral: The Servicer shall deliver (or cause to be delivered) to the Issuer
and the Trustee file-stamped copies of, or filing receipts for, any document filed as provided
above, as soon as available following such filing.

ARTICLE VI

SERVICER DEFAULT

Section 6.01 Servicer Default. ffany one of the following events (a "Servicer
Default") occurs and is continuing:

(a) any failure by the Servicer to remit to the Trustee, on behalf of the Issuer,
any required remittance that continues unremedied for a period of five Business Days after the
date it is required to be paid; or

(b) any failure by the Servicer duly to observe or perform in any material
respect any other covenant or agreement of the Servicer set forth in this Servicing Agreement or
any other Basic Document to which the. Servicer, as such, is a party, which failure:
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(i) materially and adversely affects the Transferred Bondable
Transition Property or the rights of the Transition Bondholders; and

(it) Continues unremedied for a period of sixty days after the
date on which written notice of such failure has been given to the Servicer by the
Issuer, the Trustee or the Holders ofnoi less Ihan twenty-five percent of the
Outstanding principal balance of the Transition Bonds of all Series and Classes,
acting togetheras a single class, or after discovery of such failure by an officer of
the Servicer, as the case may be; or

(c) any representation or warranty made by the Servicer in this Servicing
Agreement proves to have been i_ncorreet when made, which has a material adverse effect on the
Issuer or the Transition Bondholders and which material adverse effect continues unremedied for
a period of sixty days after the date on which written notice thereof has been given to the
Servicer by the Issuer, the Trustee or the Holders of not less than twenty-five percent of the
Outstanding principal balance of the Transition Bonds of all Series and Classes, acting together
as a single class, or after discovery of such failure by an officer of the Servicer, as the case may
be; or

(d) an Insolvency Event occurs with respect to the Servicer;

then, and in each and every case, so long as the Servicer Default shall not have been remedied,
ttie Trustee, with the written consent of the Holders of a majority of the Outstanding principal
balance of the Transition Bonds of all Series and Classes, voting together as a single class, by
notice then given in writing to the Servicer (a "Termination Notice"), may terminate all the rights
and obligations (other than the ~demnification obligations set forth in Section 5.02 hereof, the
obligation under Section 6.04 to continue performing its fimctions as Servicer until a Successor
Servicer is appointed and the right to receive the requisite portion of the Quarterly Servicing
Fees) of the Servicer under this Servicing Agreement. In addition, upon a Servicer Default
because era failure to make required remittances, the Issuer and the Trustee shall each be
entitled to apply to the BPU or may court of competent jurisdiction for sequestration and payment
to the Trustee &revenues arising with respect to the Transferred Bondable Transition Property.

On or after the receipt by the Servicer of a Termination Notice, all authority and
power of the Servicer under this Servicing Agreement, whether with respect to the Transferred
Bondable Transition Property, the related Transition Bond Charge or otherwise, shall, upon
appointment of a Successor Servicer pursuant to Section 6.04, without further action, pass to and
be vested in such Successor Servicer and, without limitation, the Trustee is hereby authorized
and empowered to execute aiad deliver, on behalf of the predecessor Servicer, as att’orney:in-faet
or otherwise, any and all documents and other instruments, and to do or accomplish all other acts
or things necessary or appropriate to effect the purposes of such Termination Notice, whether to
complete the transfer of the Bondable Transition Property Documentation and related
documents, or otherwise. The predecessor Servicer shall cooperate with the Successor Servicer,
the Trustee and the Issuer in effeeting the termination of the responsibilities and rights of the
predecessor Servicer under this Servicing Agreement, including the transfer to the Successor
Servicer for administration by it of all cash amounts that shall at the time be held by the
predecessor Servicer for remittance, or shall thereafter be received by it with respect to the
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Transferred Bondable Transition Property or the related Transition Bond Charge. As soon as
practicable aRer receipt by the Servicer of such Termination Notice, the Servicer shall deliver the
Bondable Transition Property Documentation to the Successor Servicer, All reasonable costs and
expenses (including attorneys’ fees and expenses) incurred in connection with transferring the
Bondable Transition Property Documentation to the Successor Servicer and amending this
Servicing Agreement to reflect such succession as Servicer pursuant to this Section 6,01 shall be
paid by the predecessor Servicer upon presentation of reasonable documentation of such costs
and expenses. Termination of JCP&L as Servicer shall not terminate JCP&L’s rights or
obligations under the Sale Agreement.

Section 6.02 Notice of Servicer Default. The Servicer shall deliver to the Issuer, the
Trustee and each Rating Agency promptly after having obtained knowledge thereof, but in no
event later than five Business Days thereafter, written notice in a Servicer Officers’ Certificate of
any event or circumstance which, with the giving of notice or the passage of time or both, would
become a Servicer Default under Section 6.01. If any Outstanding Transition Bonds are listed on
the Luxembottrg Stock Exchange, such notice shall also be given by publication in a daily
newspaper in Luxembourg, if the rules oflhe Luxembourg Stock Exchange so require.

Section 6.03 Waiver of Past Defaults. The Trustee, with the written consent of the
Holders of not less than a majority of the Outstanding principal balance of the Transition Bonds
of all Series and Classes, voting together as a single class, may waive in writing any default by
the Servicer in the performance of its obligations hereunder and its consequences, except a
default in making any required remittances to the Trustee of TBC Collections in accordance with
Section 3.03. Upon any-such waiver of a past default, such default shall cease to exist, and any
Servicer Default arising therefrom shall be deemed to have been remedied for every purpose of
this Servicing Agreement. No such waiver shall extend to any subsequent or other default or
impair any right consequent thereto.

Section 6.04 Appointment of Successor.

(a) Upon the Servieer’s receipt of a Termination Notice pursuant to
Section 6.01 or ~he Servicer’s resignation in accordance with the terms of this Servicing
Agreement, the predecessor Servicer shall continue to perform its functions as Servicer under
this Servicing Agreement and shall’be entitled to receive the requisite portion of the Quarterly
Servicing Fees, until a Successor Servicer has assumed in writing the obligations of the Servicer
hereunder as described below. In the event of the Servicer’s removal or resignation hereunder,
the Trustee, as assignee of the Issuer, may, at the sole expense of the Issuer, appoint a Successor
Servicer, with the consent ot" the Holders of not less than a majority of the Outstanding principal
balance of the Transition Bonds of all Series and Classes, voting together as a single class, and
the Successor Servicer shall accept its appointment by a written assumption in form acceptable to
the Issuer and the Trustee. If, within thirty days after the delivery of the Termination Notice, a
new Servicer has not been appointed and accepted such appointment, the Trustee, at the sole
expense of the Issuer, may petition the BPU or a court of competent jurisdiction to appoint a
Successor Servicer under this Servicing Agreement. A Person shall qualify as a Successor
Servicer only if:
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(i)    such Person is permitted to perform the duties of the
Servicer pursuant to the Competition Act, the BPU Regulations, the Financing
Order and this Servicing Agreemem;

(it) prior notice has been given to the Rating Agencies and the
then current ratings on any Outstanding Transition Bonds shall not be withdrawn
or downgraded by the Rating Agencies; and

(iii) such Person enters into a servicing agreement with the
Issuer having substantially the same provisions as this Servicing Agreement.

(b) Upon appointment, the Successor Servicer shall be the successor in all
respects to the predecessor Servicer under this Servicing Agreement and shall be subject to all
the responsibilities, duties and liabilities arising thereafter relating thereto placed on the
predecessor Servicer and shall be entitled to the Quarterly Servicing Fee and all the rights
granted to the predecessor Servicer by the terms and provisions of this Servicing Agreement.

(c) The Successor Servicer may resign only if it is prohibited from serving as
such by applicable law.

(d) A Successor Servicer may bring an action" against a particular Customer
for nonpayment of the Transition Bond Charge, or terminate service for failure to pay the
Transition Bond Charge, only if such Successor Servicer is the electric public utility with respect
to that Customer.

(e) All expenses incurred by the Trustee in cormeetion with the appointment
of a Successor Servicer shall be reimbursed to the Trustee, pursuant to Section 8.02(d) of the
Indenture.

Section 6.05 Cooperation With Successor. The Servicer covenants and agrees with
the Issuer that it will, on an ongoing basis, cooperate with the Successor Servicer and provide
whatever information is, and take whatever actions are, reasonably necessary to assist the
Successor Servicer in performing its obligations hereunder.

ARTICLE VII

MISCELLANEOUS PROVISIONS

Section 7.01 Amendment.

(a) Upon five Business Days’ prior written notice to the Rating Agencies, this
Servicing Agreement may be amended by the Servicer and the Issuer with the written consent of
the Trustee upon receipt of an Issuer Order, but without the consent of the Transition
Bondholders, to:

(i)    cure any ambiguity;
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(it) correct or supplement any provision in this Servicing

(iii) add any provisions to or change in any manner or eliminate
any of the provisions of this Servicing Agreement; or

(iv)
Bondholders;

modify in any manner the rights of the Transition

provided, that such action wilt not, as certified in a Servicer Officers’ Certificate of the Servicer
delivered to the Issuer and to the Trustee and the Managers, adversely affect in any material
respect the interest of any Holder of Transition Bonds then Outstanding.

(b) This Servicing Agreement may be amended by the Servicer and the Issuer
with five Business Days’ prior written notice to the Rating Agencies and with the written consent
of the Trustee and the consent of the Holders of not less than a majority of the Outstanding
principal balance of the Transition Bonds of all Series and Classes affected thereby, voting
together as a single elass, for the purpose of adding any provisions to or changing in any manner
or eliminating any of the provisions of this Servicing Agreement or of modifying, in any manner
the rights of the Transition Bondholders; provided, however, no amendment adopted in this
manner may increase or decrease, or accelerate or delay the timing or collection of the Transition
Bond Charge, or reduce the percentage of Transition Bondholders required to consent to
amendments.

No amendment of the provisions of this Servicing Agreement relating to the
Servieer’s remittance and Transition Bond Charge Adjustment obligatio.ns will be permitted
absent confirmation from the Rating Agencies that such amendment will not result in a reduction
or withdrawal of the then existing ratings of any Outstanding Transition Bonds by the Rating
Agencies (except thai with regard to Moody’s and-Fitch it will be sufficient to provide ten days’
prior notice of the amendment).

(e) The Issuer may also amend the servicing procedures provided in this
Servicing Agreement solely to address changes to the Servieer’s method of calculating payments
of the Transition Bond .Charge received as a result of changes to the Servieer’s current
computerized information system, if the amendment does not have a material adverse effect on
the Holders of Transition Bonds then Outstanding, with prior written notice to the Trustee and
the Rating Agencies, but without the consent oft.he Tru.stee, any Rating Agency or any
Transition Bondholder. These changes may include changes that would replace remittances
calculated by estimation procedures with remittances of TBC Collections actually received.

Prior to the execution of any amendment to this Servicing Agreement, the Issuer
and the Trustee shall be entitled to receive and rely upon an Opinion of Counsel stating that the
execution of such amendment is authorized or permitted by this Servicing Agreement and the
Opinion of Counsel referred to in Section 3.06(b) of’the Indenture. The Issuer and the Trustee
may, but shall not be obligated to, enter into any such amendment which affects their own rights,
duties or immunities under this Servicing Agreement or otherwise.
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Section 7.02 Notices. Unless otherwise specifically provided herein, all notices,
directions, consents and waivers required under the terms and provisions of this Servicing
Agreement shall be in English and in writing, and any such notice, direction, consent or waiver
may be given by United States first-class mail, reputable overnight courier service, facsimile
transmission or electronic mail (confirmed by telephone, United States first-class mail or
reputable overnight courier service in the case of notice by facsimile transmission or electronic
mail) or any other customary means of communication, and any such notice, direction, consent
or waiver shall be effective when delivered or transmitted, or if mailed, five days after deposit in
the United States first-class mail with proper postage for first-class mail prepaid:

(a) in the ease of the Servicer, at Jersey Central Power & Light Company, 76
South Main Street, Akron, Ohio 44308;

(b) in the ease of the Issuer, at JCP&L Transition Funding II LLC, 103 Foulk
Road, Suite 202, Wilmington, Delaware 19803, with a copy to JCP&L Transition Funding II
LLC c/o FirstEnergy Service Company, 76 South Main Street, Akron, Ohio 44308;

(e) in the ease of the Trustee, at its Corporate Trust Office;

(d) in the case of Moody’s, at Moody’s Investors Service, Inc., ABS
Monitoring Department, 99 Church Street, New York, New York 10007;

(e) in the ease of S&P, at Standard & Poor’s, Structured Finance, ABS
Surveillance Corp., 55 Water Street, 41st Floor, New York, New York 10041-0003, Fax: 212-
438-2664; and

(£)    in the ease of Fitch, at Fitch, Inc., One State Street Plaza, New York, New
York 10004, Attention: ABS Surveillance;

or, as to each of the foregoing, at such other address as shall be designated by written notice to
the other parties,

Section 7.03 Limitations on Rights of Others. The provisions of this Servicing
Agreement a~e solely for the benefit of the Servicer, the Issuer and the Trustee, on behalf ofitsetf
and the Transition Bondholders, and nothing in this Servicing Agreement, whether express or
implied, shall be construed to give to any other Person any legal or equitable right, remedy or
claim in any Collateral or under or in respect of thi.s Servicing Agreement or any covenants,
conditions or provisions contained herein..

Section 7.04 Severability. Any provision of this Servicing Agreement that is
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the
extent of such prohibition or u~nenforceability without invalidating the remaining provisions
hereof, and any su6h prohibition or unenforceability in any jurisdiction shall not invalidate or
render unenforceable such provision in any other jurisdiction.

Section 7.05 Separate Counterparts. This Servicing Agreement may be executed by
the parties hereto in separate counterparts, each of which when so executed and delivered shall
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be an original, but all such counterparts shall together constitute but one and the same
instrument.

Se~:tion 7.06 Headings. The headings of the various Articles and Sections herein are
for convenience of reference only and shall not define or limit any of the terms or provisions
hereof.

Section 7.07 Governing Law. THIS SERVICING AGREEMENT SHALL BE
CONSTRUED IN ACCO~ANCE WITH THE LAWS OF THE STATE OF NEW
JERSEY, WITHOUT REFERENCE TO ITS CONFLICT OF LAW PROVISIONS, AND
THE OBLIGATIONS, RIGHTS AND REMEDIES OF THE PARTIES HEREUNDER
SHALL BE DETERMINED IN ACCORDANCE WITtI SUCH LAWS.

Section 7.08 Assignment to the Trustee.

(a) The Servicer hereby acknowledges and consents to any pledge,
assignment and grant of a security interest by the Issuer to the Trustee pursuant to the Indenture
of all right, title and interest of the Issuer,in, to and under the Transferred Bondable Transition
Property and other CollateraI owned by the Issuer and the proceeds thereof and the assignment
of any or all of the Issuer’s fights hereunder to the Trustee.

(b) In no event shall the Trustee have any liability for the representations,
warranties, covenants, agreements or other obligations of the Issuer laereunder or in any of the
certificates, notices or agreements delivered pursuant hereto, as to all of which recourse shall be
had solely to the assets of the Issuer.

(e) The Trustee, in acting hereunder, is entitled to all rights, benefits,
protections, immunities and indemnities accorded to it under the Indenture.

Section 7.09 Nonpetifion Covenants. Notwithstanding any prior termination of this
Servicing Agreement or the Indenture, the Servicer hereby covenants and agrees that it shall not,
prior to the date which is one year and one day after the satisfaction and discharge of the
Indenture, including, without limitation, any amounts owed to third-party credit enhancers, and
any amounts owed by the Issuer under Interest Rate Swap Agreements, acquiesce, petition or
otherwise invoke or cause the Issuer to invoke the process of any court or government authority
for the purpose of commencing or sustaining a case against the Issuer under any federal or State
bankruptcy, insolvency or similar law or appointing a receiver, liquidator, assignee, trustee,
custodian, sequestrator or other similar official of the Issuer or any substantial part of the
property of the Issuer, or ordering the winding up or liquidation of the affairs of the Issuer.

Section 7.10 Termination. This Servicing Agreement shall terminate upon satisfaction
and discharge of the Indenture.

23 NY#561191 v13



Attachement B
Page 27 of 40

IN WITNESS WHEREOF, the parties hereto have caused this Servicing
Agreement to be duly executed and delivered by their respective duly authorized officers as of
the date and year first above written.

JCP&L TRANSITION FUNDING II LLC,
as Issuer

By:
’,cilia

JERSEY CENTRAL POWER & LIGHT
COMPANY,

N e: Ran~/~cilla

Acknowledged and Accepted:

The Bank of New York,
as Trustee

By:
Name: Catherine Cerilles
Title: Assistant Vice President

Signature Page to Servic{ng Agreement
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IN WITNESS WHEREOF, the parties hereto have caused this Servicing
Agreement to be duly executed and delivered by their respective duly authorized officers as of
the date and year firstabove written.

JCP&L TRANSITION FUNDING II LLC,
as Issuer

By:
Name: Randy Scilla
Title:

JERSEY CENTRAL POWER & LIGHT
COMPANY,
as Servicer

By:
Name: Randy Scilla
Title: Assistant Treasurer

Acknowledged and Accepted:

The Bank of New York,

as Truste~
By:

Name: Cather~e Cerilles
Title: Assistant Vice President

Signature Page to Servicing Agreement
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TO

SERVICING AGREEMENT

The Servicer agrees to comply with the following with respect to JCP&L
Transition Funding I/LLC, as Issuer:

Section 1. Definitions. Capitalized terms used herein and not otherwise defined
shall have the meanings set forth in Appendix A to the Indenture dated as of August 10,2006
between the Issuer and The Bank of New York, as Trustee.

Section 2. Trustee and Servicer Payment Date Statements. At least one
Business Day before each date on which distributions to the Trustee and Servicer are to be made
pursuant to Sections 8.02(d) and (e) of the Indenture, the Servicer shall provide the Trustee with
a statement setting forth the amounts to be distributed to each of the Trustee and Servicer
pursuant to such Sections.

Section 3. Payment Date Statements. At least one Business Day before each
Payment Date, the Servicer shall provide to the Issuer, the Trustee, each Rating Agency and, for
so tong as any Transition Bonds are listed on the Luxembourg Stock Exchange, any listing agent
in Luxembourg, a statement indicating:

the amount to be paid to Transition Bondholders of each Series and Class
in respect of principal on such Payment Date in accordance with Section
8.02 of the Indenture and each Series Supplement tll~reto;

the amount to be paid to Transition Bondholders of each Series and Clhss
in respect of interest on such Payment Date in accordance with Section
8.02 of the Indenture and each Series Supplement thereto;

the Transition Bond Balance and the Projected Transition Bond Balance
and the transition bond balance for each Series and Class as of that
Payment Date (in each case, aftel: g6.’ving effect to the payments on such
Payment Date);

the amount on deposit in the Overeollateralization 8ubaecount for each
Series and the Scheduled Overeollateralization Level for each Series, as of
that Payment Date (after giving effect to the transfers to be made from or
into the Overeollateralization Subaceount on such Payment Date);

the amount on deposit in the Capital Subaccount for each Series as of that
Payment Date (after giving effect to the transfers to be made from or into
the Capital Subaecount on such Payment Date);
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¯ e amount, if any, on deposit in the Reserve Subaecount as of that
Payment Date (after giving effect to the transfers to be made from or into
the Reserve Subaecount on such Payment Date);

the amounts to be paid to each Swap Counterparty (on a gross and a net
basis, separately stated) under the related Interest Rate Swap Agreement
on or before such Payment Date;

the amounts paid to the Trustee since the preceding Payment Date’
pursuant to Section 8.02(d) of the Indenture;

10.

the amotmts paid to or withheld by the Servicer since the preceding
Payment Date pursuant to Section 8.02(e) of the Indenture; and

the amount of any other transfers and payments to be made on such
Payment Date pursuant to Sections 8.02(d), (e), (f), (g) and (i) of the
Indenture.

Section 4. Remittance Date Statements. At least one Business Day before each
Remittance Date, and in the ease of Daily Remittances, on the last Remittance Date of such
month, the Servicer shall prepare and famish to the Issuer and the Trustee a statement setting
forth file aggregate mount remitted or to be remitted by the Servicer to the Trustee (net of any
payments owed to the Servicer in accordance with Section 3.03(b) of the Servicing Agreement)
for deposit on such Remittance Date pursuant to the Indenture.

Section 5. Transition Bond Charge Adjustments.

(a) Prior to each Calculation Date, the Servicer shall calculate

0) the Transition Bond Balance as of such Caleulatioh Date (a written
copy of which shall be delivered by the Servicer to the Trustee
within five Business Days following such Calculation Date) and

(ii) the revised Transition Bond Charge with respect to the Transferred
Bondable Transition Property in respect of each Adjustment Date
such that the Servicer projects that TBC Collections therefrom
allocable to the Issuer will be sufficient so that:

the Transition Bond Balance on the Payment Date
immediately preceding the next Adjustment Date will equal
the Projected Transition Bond Balance as of such date or, if
earlier with respect to any Series or Class of Transition
Bonds, as of the Payment Date immediately preceding the
Expected Final Payment Date therefor;

03) the amount on deposit in the Overeollateralization
Suba¢count on the Payment Date immediately preceding
the next Adjustment Date will equal the Scheduled
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Overcollateratization Level for such date or, if earlier with
respect to any Series or Class of Transition Bonds, aS of the
Payment Date immediately preceding the Expected Final
Payment Date therefor;

the amount on deposit in the Capital Subaccount on the
Payment Date immediately preceding the next Adjustment
Date wilt equal its required level for such date or, if cartier
with respect to any Series or Class of Transition Bonds, as
of the Payment Date immediately preceding the Expected
Final Payment Date therefor;

the amount on deposit in the Reserve Subaecount on the
Payment Date immediately preceding the next Adjustment
Date, will equal zero; and

the TBC Collections wilt provide for (i) amortization of the
remaining outstanding principal balance of each Series in
accordance with the Expected Amortization Schedule
therefor, (ii) payment of interest on each Series when due
and payment of any amounts (other than termination or
breakage amounts) under each Interest Rate Swap
Agreement, (iii) payment of all Operating Expenses of the
Issuer when due in accordance with the Indenture and (iv)
deposits to the Overeollateralization Subaceount such that
the balance therein will equal the Scheduled
Overcollateralization Level on each Payment Date.

On each Calculation Date, the Servicer shall file an
Adjustment Request with the BPU. This filing shall include
the data specified in the Petition and the Financing Order.

On each Adjustment Date, the Servicer shall

0) take all reasonable actions and make all reasonable efforts to
effectuate all adjustments to the Transition Bond Charge either
approved by the BPU or effective on an interim basis pending final
approval and

promptly send to the Trustee copies of all material notices and
documents relating to such adjustments.

On each Adjustment Date, the Servicer shall provide
Moody’s with a schedule indicating any changes to the
Transition Bond Charge.

If deemed appropriate by ~e Servicer to protect Transition
Bondholders and to remedy a significant and reeurrlng
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variance between actual and expected TBC Collections, as
authorized by the Financing Order, the Servicer shall make
"non-routine" adjustments to the Transition Bond Charge
and the MTC-Tax (as defined in the Financing Order) to
accommodate material changes to the methodology
described in Attachment E-3 to Revised Exhibit E-
Supplement of the Petition. Such filings shall be made at
lea~t thirty days prior to the proposed effective date of the
proposed adjustments. The Servicer shall provide notice of
such non-routine adjustment and resulting change to the
Transition Bond Charge to Fitch.
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EXHIBIT A

SERVICING PROCEDURES

2he Servicer agrees to compty with the following servicing procedures (and to consider and use
the criteria specified in Item 1122(d) of Regulation AB (or any successor regulation), in effect
from time to time, to assess its compliance with applicable servicing criteria.

Section 1, Definitions.

Capitalized terms used herein and not otherwise defined shall have the
meanings set forth in Appendix A to the Indenture dated as of August 10,
2006 betweeh the Issuer and The Bank of New York, as Trustee.

Whenever used in this Exhibit A, the following words and phrases shall
have the following meanings:

Adjustment Request has, with respect to the Issuer, the meaning given to such
term in Appendix A.

Applicable MDMA means, with respect to each Customer, the meter data
management agent or Third Party, if any, providing meter reading services for
that Customer’s account.

Applicable Third Party means, with respect to each Customer, the Third Party,
if any, providing billing or metering services to that Customer.

Billed Transition Bond Charges means the amounts billed to Customers
pursuant to the Transition Bond Charge, whether billed directly to such
Customers by the Servicer or indirectly through a Third Party pursuant to
Consolidated Third Party Billing.

Bills means each of the regular monthly bills, the summary bills, the opening bills
and the Closing Bills issued to Customers or Third Parties by JCP&L.

Budget Payment Plan means a levelized payment plan offered by JCP&L,
which, if elected by a Customer, provides for level monthly Bill charges to such
Customer. For residential Customers, this charge is calculated by calculating
actual electricity charges for the previous year and dividing this amount by
twelve. The number which results from this calculation is charged to the
residential Customer each month. In the twelfth month, ~ICP&L bills the
residential Customer for actual use in that month, adjusted for any excess or
deficit the Customer has paid JCP&L over the prior eleven months. If the
Customer owes JCP&L $4 or more over the normal budget amount, that
Customer has the option of repaying the full amount in the twelfth month, or
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spreading the mount of this deficit in equal installments over the first four
months of the Customer’s next budget year. The procedure is similar for small
industrial and commercial Customers.

Closing Bill means the final bill issued to a Customer at the time service is
terminated.

Consolidated Third Party Billing means the billing option available to
Customers served by a Third Party pursuant to which such Third Party will be
responsibIe for billing and collecting all charges to Customers electing such
billing option, including the Transition Bond Charge, and will become obligated
to the Servicer for the Billed Transition Bond Charges, all in accordance with
applicable BPU Regulations and the Financing Order.

Net Write-OffPereent means the number (expressed as a percent) equal to

0) the mount by which Write-Offs attributable to a particular billing
period exceed Wrlte-Off recoveries attributable to such billing
period, divided by

(ii)    the total billed revenue attributable to such billing period.

Servicer Policies and Practices means, with respect to the Servicer’s duties
under this Exhibit A, the policies and practices of the Servicer applicable to such
duties that the Servicer follows with respect to comparable a~sets that it services
for itself.

Transition Bond Charge Effective Date means the date on which the initial
Transition Bond Charge goes into effect pursuant to the Financing Order.

Variables includes the following variables used in calculating Adjustment
-Requests:

(i) the estimated Net Write-OffPercent; and

the projected billed consumption to which the Transition Bond
Charge applies.

Write-Offs means arrears that remain unpaid by Customers generally as of ninety
days after the issuance of the Closing Bills containing such charges, unless
payment arrangements are made and are being kept.

Section 2. Data Acquisition.

(a) Installation and Maintenance of Meters. Except tO the
extent that a Third Party is responsible for such services,
the Servicer shall use its best efforts to cause to be
installed, replaced and maintained meters in such places
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and in such condition as will enable the Servicer to obtain
usage measurements for each Customer approximately
every thirty days or as provided in the applicable tariff.

Meter Reading, At least once each calendar month, the
Servicer shall obtain usage measurements from the
Applicable MDMA for each Customer; provided, however,
that the Servicer may determine any Customer’s usage on
the basis of estimates in accordance with applicable BPU
Regulations.

Cost of Metering. The Issuer shall not be obligated to pay
any costs associated with the metering duties set forth in
this Section 2, including, but not limited to, the costs of
installing, replacing and maintaining meters, nor shall the
Issuer be entitled to any credit against the Servicing Fee for
any cost savings realized by the Servicer or any Third Party
as a result of new metering and/or billing technologies.

Section 3. Usage and Bill Calculation.

The Servicer shall obtain a calculation of each Customer’s usage (which may be
based on data obtained from such Customer’s meter read or on usage estimates determined in
accordance with applicable BPU Regulations) at least once each calendar month and shall
determine therefrom each Customer’s individual charge relating to the Transition Bond Charge
to be inetuded on such Customer’s Bill pursuant to the Financing Order and BPU Regulations.

Section 4. BiIling.

The Servicer shall implement the Transition Bond Charge as of the Transition
Bond Charge Effective Date and shall thereafter bill each Customer or the Applicable Third
Party for the respective Customer’s outstanding current and past due charges relating to the
Transition Bond Charge, aecn~ng until all payments of principal and interest on each Series of
Transition Bonds and all other costs and expenses related to such Series have been paid in
accordance with the Indenture, all in accordance with the following:

(a) Frequency of Bills; Billing Practices. In accordance with
the Servicer’s then-existing Servicer Policies and Practices,
as such Servicer Policies and Practices may be modified
from time to time, the Servicer shall generate and issue a
Bill to each Customer, or, in the case of a Customer who
has elected Consolidated Third Party Billing, to an
Applicable Third Party, for such Customer’s respective
Transition Bond Charge as a general practice once
approximately every thirty days or such other time period
as allowed by the BPU, at the same thne, with the same
frequency and on the same Bill as that containing the
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Servieer’s own charges to such Customer or Third Party, as
the case may be. In the event that the Servicer makes any
material modification to these practices, it shall notify the
Issuer, the Trustee and the Rating Agencies as soon as
practicable, and in no event later than sixty Business Days
aider such modification goes into effect; provided, however,
that

0) the Servicer may not make any modification that will materially
adversely affect the Transition Bondholders and

(ii) the Rating Agencies shall.receive prior notice of any modification
that would change the frequency with which Bills are issued or
would change any tariff charged.

Format.

O) Each Bill to a Customer shall contain the charge corresponding to
the Transition Bond Charge owed by such Customer for the billing
period. The Customer’s Bill will contain intext or in a footnote,
text substantially to the effect that a portion of the monthly charge
representing that Bondable Transition Property is being collected
on behalf of the Issuer as owner of the Bondable Transition
Property.

In the case of each Customer that has elected Consolidated Third
Party Billing, the Servicer shall deliver to the Applicable Third
Party itemized charges for such Customer including the amount of
such Customer’s Transition Bond Charge to be remitted by the
Servicer to the Issuer.

(iii) The Servicer shall conform to such requirements in respect of the
format, structure and text of Bills delivered to Customers and
Third Parties as applicable BPU Regulations shall from time to
time prescribe. To the extent that Bill format, structure and text are
not prescribed by the Competition Act, other applicable law or
BPU Regulations, the Servicer shall, subject to clauses (i) and (ii)
above, determine the format, structure and text of all Bills in
accordance with its reasonable business judgment, its Servicer
Policies and Practices with respect to its own charges and
prevailing industry standards.

Delivery. The Servicer shall deliver all Bills to Customers

by United States mail in such class or classes as are consistent with
the Servicer Policies and Practices followed by the Servicer with
respect to its own charges or
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by arty other means, whether electronic or otherwise, that the
Servicer may from time to time use to present.its own charges to
its Customers.

In the ease of Customers that have elected Consolidated Third Party Billing, the Servicer
shall deliver all Bills to the Applicable Third Parties by such means as are prescribed by
applicable BPU Regulations, or, if not prescribed by applicable BPU Regulations, by
such means as are miatually agreed upon by the Servicer and the Applicable Third Party
and are consistent with BPU Regulations. The Servicer or a Third Party, as applicable,
shall pay from its own funds all costs of issuance and delivery of all Bills, including but
not limited to printing and postage costs as the same may increase or decrease from time
to time.

Section 5. Customer Service Functions.

The Servicer shall handle all Customer inquiries and other Customer service
matters according to the same procedures it uses to service Customers with respect to its own
charges.

Section 6. Collections; Payment Processing; Remittance.

(a) Collection Efforts; Policies; Procedures.

O) The Servicer shall use reasonable efforts to eotleet all-Billed
Transition Bond Charges from Customers and Third Parties as and
when the same become due and shall follow such collection
procedures as it follows with respect to comparable assets that it
services for itself or others, including, as follows:

(A) The Servicer shall prepare and deliver overdue notices to
Customers and Third Parties in accordance with applicable
BPU Regulations and the Servicer Policies and Practices.

The Servicer shall apply late payment charges to
outstanding Customer and Third Party balances in
accordance with applicable BPU Regulations. All late
payment charges collected shall be payable to and retained
by the Servicer as a component of its compensation under
the Servicing Agreement, and the Issuer shall not have any
right to share in the same.

(c) The Servicer shall deliver verbal and written final call
notices in accordance with applicable BPU Regulations and
Servicer Policies and Practices.

The Servicer shall adhere to and carry out disconnection
policies in accordance with the Competition Act, other
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(iii)

applicable law and BPU Regulations and Servicer Policies
and Practices.

The Servicer may employ the assistance of collections
agents in accordance with applicable BPU Regulations and
Servicer Policies and Practices.

]lae Servicer shall apply Customer and Third Party
deposits, Customers’ letters of credit and Customer posted
surety bonds to the payment of delinquent accounts in
accordance with applicable BPU Regulations and Servicer
Policies and Practices and according to the priorities set
forth in Sections 6(b)(ii), (iii) and (iv) of this Exhibit A.

The Servicer shall promptly take all necessary action in
accordance with applicable BPU Regulations to terminate
billing of Transition Bond Charges by Third Parties whose
payments are twenty-two or more days delinquent, or as the
then current BPU Regulations and any billing services
agreements allow, and to resume, prospectively, to collect
the Billed Transition Bond Charges directly from the
applicable Customers. At such time, the Servicer will
apply the Third Party’s security deposit to satisfy charges
billed previously by the Third Party which remain
outstanding, including outstanding Transition Bond
Charges.

The Servicer shall not waive any late payment charge or any other
re6 or charge relating to delinquent payments, if any, or waive,
vary or modify any terms of payment of any amounts payable by a
Customer, in each ease unless such waiver or action:

would be in accordance with the Servieer’s customary
practices or those of any Successor Ser,Acer with respect to
comparable assets that it services for itself and for others;

(B) would not materially adversely affect the rights of the
Transition Bondholders; and

(C) would comply with applicable taw;

provided, however, that notwithstanding anything in the Servicing
Agreement or this Exhibit A to the contrary, the Servicer is
authorized to write off any Billed Transition Bond Charges in
accordance with its Servicer Policies and Practices.

The Servicer shall accept payment from Customers in respect of
Billed Transition Bond Charges in such forms and methods and at
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such times and places as it accepts for payment &its own ~harges.
The Servicer shall accept payment from Third Parties in respect of
Billed Transition Bond Charges in such forms and methods and at
such times and places as the Servicer and each Third Party shall
mutually agree in accordance with applicable BPU Regulations.

Payment Processing," Allocation; Priority of Payments.

"!’he Servicer shall post all payments received to Customer
accounts as promptly as practicable, and, in any event,
substantially all payments shall be posted no later than two
Business Days after receipt.

(ii) Subject to clause (iii) below, the Servicer shall apply payments
received to each Customer’s or Third Party’s account in proportion
to the charges contained on the outstanding Bill to such Customer
or Third Party.

(iii) Any amounts collected by the Servicer that represent partial
payments of the total Bill to a Customer or Third Party ~halt be
allocated in accordance with the priorities set forth in Section
3.02(b) of the Servicing Agreement.

The Servicer shall hold all over-payments for the benefit of the
Issuer and shall apply such funds to future Bill charges in
accordance with clauses (ii) and (iii) above as such charges
become due,

For Customers on a Budget Payment Plan, the Servicer shall treat
TBC Collections received from such Customers as if such
Customers had been billed for the Transition Bond Charge in the
absence of the Budget Payment Plan. Partial paYment of a Budget
Payment Plan payment shall be allocated according to clause (iii)
above, and overpayment of a Budget Payment Plan payment shall
be’allocated according to clause (iv) above.              "~

Accounts; Records.

The Servicer shal! maintain accounts and records as to the
Transferred Bondable Transition Property accurately and in
accordance with its standard accounting procedures and in
sufficient detail to permit reconciliation between payments or
recoveries with respect to the .Transferred Bondable Transition
Property and the amounts from time to time remitted to the
Colleetion Account in respect of the Transferred Bondable
Transition Property.
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The Servicer shall maintain accounts and records as to Third
Parties performing Consolidated Third Party Billing for Customers
accurately and in accordance with its standard accounting
procedures and in sufficient detail to permit reconciliation between
payments or recoveries with respect to the Transferred Bondable
Transition Property and amounts owed by such Customers in
respect 0fthe Transition Bond Charge.

Investment of TBC Collections, Prior to remittance on the
applicable Remittance Date, the Servicer may invest TBC
Collections received at its own risk and for its own benefit,
and such investments and funds shall not be required to be
segregated from the other investments and funds of the
Servicer.

Calculation of Collections; Determination of Aggregate
Remittance Amount,

O) On or before each Remittance Date, the Servicer shall calculate the
total TBC Collections received by the Servicer from or on behalf
of Customers during prior Collection Periods in respect of all
previously Billed Transition Bond Charges.

(ii) In accordance with Section 4.01 of the Servicing Agreement .and
Annex 1, the Servicer shaI1 update the Variables and shall prepare
Adjustment Requests to reflect the updated Variables when
required to do so pursuant to Annex 1.

Remittanaes.

(i) The Servicer shall make remittances to the Issuer in accordance
with Section 5.11 of the Servicing Agreement.

In the event of any change of account or change of institution
affecting the remittances, the Issuer shall provide written notice
thereof to the Servicer by the earlier of

(A) five Business Days from the effective date of such change,
or

five Business Days prior to the next applicable Remittance
Date.
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