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FOR MANDATED ADR COUNTIES ONLY
Florence, Horry, Lexington, Richland, Greenville**, and Anderson**

** Contact Respective County Clerk of Court for modified ADR Program Rules

SUPREME COURT RULES REQUIRE THE SUBMISSION OF ALL CIVIL CASES TO AN ALTERNATIVE
DISPUTE RESOLUTION PROCESS, UNLESS OTHERWISE EXEMPT.

You are required to take the following action(s):

1. The parties shall select a neutral within 210 days of filing of this action, and the Plaintiff shall file a
“Stipulation of Neutral Selection” on or before the 224™ day after the filing of the action. If the parties
cannot agree upon the selection of the neutral within 210 days, the Plaintiff shall notify the Court by filing
a written “Request for the Appointment of a Neutral” on or before the 224" day after the filing of this
action. The Court shall then appoint a neutral from the Court-approved mediator/arbitrator list.

2. The initial ADR conference must be held within 300 days after the filing of the action.

3. Case are exempt from ADR only upon the following grounds:

a.

Special proceeding, or actions seeking extraordinary relief such as mandamus, habeas corpus, or
prohibition;

Cases which are appellate in nature such as appeals or writs of certiorari;

~ Post Conviction relief matters;

Contempt of Court proceedings;
Forfeiture proceedings brought by the State;
Cases involving mortgage foreclosures; and

Cases that have been submitted to mediation with a certified mediator prior to the filing of this
action.

4. Motion of a party to be exempt from payment of neutral fees due to indigency should be filed with the
Court within ten (10) days after the ADR conference had been concluded.

Please Note:

You must comply with the Supreme Court Rules regarding ADR.
Failure to do so may affect your case or may result in sanctions.
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STATE OF SOUTH CAROLINA

COUNTY OF RICHLAND

THE STATE TREASURER OF

THE STATE OF SOUTH CAROLINA,

Plaintiff,

VS.

THE BANK OF NEW YORK MELLON

CORPORATION and THE BANK OF
NEW YORK MELLON, f/k/a THE
BANK OF NEW YORK,

Defendant.

IN THE COURT OF COMMON PLEAS

FOR THE FIFTH JUDICIAL CIRCUIT

Civil Action No.

SUMMONS
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TO THE DEFENDANTS ABOVE NAMED:

YOU ARE HEREBY SUMMONED and required to answer the Complaint herein, a

copy of which is herewith served upon you, and to serve a copy of your answer to this Complaint

upon the subscribers, at their offices, 930 Richland Street, P.O. Box 8416, Columbia, South

Carolina 29202-8416, and 1002 Calhoun Street, P.O. Box 11886, Columbia, South Carolina

29211-1886, within thirty (30) days after service hereof, exclusive of the day of such service, and

if you fail to answer the Complaint within the time aforesaid, or otherwise appear and defend,

judgment by default will be rendered against you for the relief demanded in the Complaint.

Ntz lee flifintins

Mitchell Willoughby, Esquire (SC Bar No. 6161)
Elizabeth Zeck, Esquire (SC Bar No. 9006) i
WILLOUGHBY & HOEFER, P.A.
930 Richland Street

Post Office Box 8416

Columbia, SC 29202-8416

(803) 252-3300
mwilloughby@willoughbyhoefer.com
ezeck@willoughbyhoefer.com
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Michael H. Montgomery, Esquire ?S&@r No. 4034)
MONTGOMERY WILLARD, LL.C

1002 Calhoun Street

P.O. Box 11886

Columbia, SC 29211-1886

(803) 779-3500

mhm@montgomerywillard.com

Attorneys for the State Treasurer
of the State of South Carolina

January e , 2011
Columbia, South Carolina



STATE OF SOUTH CAROLINA ) IN THE COURT OF COMMON PLEAS
)
COUNTY OF RICHLAND ) FOR THE FIFTH JUDICIAL CIRCUIT
)
)
THE STATE TREASURER OF ) Civil Action No.
THE STATE OF SOUTH CAROLINA, )
)
Plaintiff, ) COMPLAINT
. )
Vs. )
) (Jury Trial Demanded)
THE BANK OF NEW YORK MELLON ) AL
CORPORATION and THE BANK OF ) r:
NEW YORK MELLON, f/k/a THE )
BANK OF NEW YORK, ) b
) My
Defendant. ) -
3 =

Plaintiff The State Treasurer of the State of South Carolina (“State Treasdrer”) (f.f’ﬁnplains ~
of The Bank of New York Mellon Corporation and The Bank of New York Mellon, f/k/a The
Bank of New York (collectively “BNY Mellon” or “the Bank™ or “Defendant™)! and respectfully

alleges as follows:

PARTIES, JURISDICTION AND VENUE

1, Plaintiff State Treasurer is an officer of the State of South Carolina pursuant to
Article VI, Section 7 of the Constitution of South Carolina.

2. Upon information and belief, The Bank of New York Mellon Corporation is a
foreign corporation chartered in the State of Delaware with its principal place of business in the

State of New York and The Bank of New York Mellon, f/k/a The Bank of New York is a foreign

. Upon information and belief, on or about July 1, 2007, The Bank of New York Company, Inc. and Mellon

Financial Corporation merged, forming The Bank of New York Mellon Corporation. Upon information and belief,
on or about July 1, 2008, The Bank of New York Mellon Corporation completed the process of consolidating and
renaming its principal U.S. bank and trust company subsidiaries into two principal banks: The Bank of New York
Mellon, a New York state chartered bank (formerly named “The Bank of New York™); and BNY Mellon, N.A., a
nationally chartered bank (formerly named “Mellon Bank, N.A.”).
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bank chartered in the State of New York with its principal place of business in that state. BNY
Mellon managed the securities lending program for the State Treasurer, which program and BNY
Mellon’s failures and omissions related thereto give rise to this Complaint.

3. Upon information and belief, neither The Bank of New York Mellon Corporation
nor The Bank of New York Mellon, f/k/a The Bank of New York has registered with the South
Carolina Secretary of State. However, the Bank engages in continuous and systematic activities
within the State of South Carolina, including the use of the courts of this State to enforce
contractual and other rights against citizens of South Carolina.

4. BNY Mellon presently conducts business and, at all relevant times, conducted
business and performed acts in Richland County, South Carolina and has sufficient contacts and
business within Richland County, South Carolina so as to be subject to the in personam
jurisdiction of this Court pursuant to the laws of South Carolina.

5. On or about March 24, 2000, the State Treasurer and BNY Mellon executed the
Securities Lending Agreement and Guaranty (“SLA”) which was in effect at all times relevant to
the acts and/or omissions complained of herein. A copy of the SLA is attached as Exhibit A to
this Complaint and incorporated herein by this reference.

6. BNY Mellon consented to jurisdiction in the state courts of South Carolina in
connection with any dispute arising under the SLA. See Exh. A, p. 7, Art. VIL, 9 7.

7. All claims arising under the SLA, including the claims contained in this
Complaint, are governed by the laws of the State of South Carolina. Venue is proper in Richland
County, South Carolina because BNY Mellon is a foreign business entity, because the principal
office of the State Treasurer is located in Richland County and/or because the most substantial

part of the acts and omissions giving rise to the causes of action in this Complaint occurred here.



8. The parties and subject matter involved in this Complaint are within the
jurisdiction of this Court.

STATEMENT OF FACTS

9. Section 11-13-30 of the South Carolina Code (1986) grants to the State Treasurer
the sole authority to invest and deposit funds of the State of South Carolina, while section 11-9-
660 of the South Carolina Code (Supp. 2009) provides the State Treasurer with the “full power
to invest and reinvest all funds of the State.” This authority includes the power to conduct a
securities lending program. § 11-9-660(B).

10.  The securities lending program offered by BN'Y Mellon allowed investors like the
State Treasurer to generate additional income from their large securities holdings by lending
those securities to others for a fee. Income is generated primarily through the fees paid by the
borrowers for the use of the State Treasurer’s securities.  The cash collateral pledged by
borrowers against the return of the State Treasurer’s securities is also invested to provide a
secondary income stream from the securities lending program. Because the securities borrowers
can usually demand the return of their cash collateral upon short notice, the State Treasurer
intended that the cash collateral should only be invested in instruments which were conservative
and of high quality in order to preserve principal and relatively short-term to maintain liquidity.

11.  In seeking to be selected as manager of the securities lending program for the
State Treasurer, BNY Mellon accepted appointment as the agent of the State Treasurer under the
SLA. See Exh. A, p. 2, Art. II, ] 1. BNY Mellon agreed to lend securities entrusted to it by the
State Treasurer to third party borrowers pursuant to the terms of the SLA and as the agent of the

State Treasurer. See Exh. A, p. 3, Art. IV, § 2(a).



12.  The authority that BNY Mellon accepted under the terms of the SLA authorized it
to invest the cash collateral only in certain types of “Approved Investments.” See id The
criteria for Approved Investments are set forth in Schedule I of the SLA. See Exh. A, pp. 9-11.
All investment decisions under the SLA and the decision to invest in any particular Approved
Investment were to be made solely by BNY Mellon without any further approval of the State
Treasurer so long as and only if the investments conformed to the conservative requirements set
forth in Schedule I of the SLA. See id.

13.  BNY Mellon was compensated for the operation of the securities lending program
with a share” in the “Earnings™ generated by the program. Under the compensation structure
requested by BNY Mellon, the Bank had an incentive to place the cash collateral in riskier
investments which might provide the potential for higher returns, since it would be rewarded
with higher income from those higher returns while attempting to shift all risk of loss from these
riskier investments to the State Treasurer. See Exh. A, p. 4, Art. IV, 9 2(c).

14.  BNY Mellon further “reserve[d] the right, in its sole discretion, to liquidate any
Approved Investment and credit the net proceeds to the Collateral Account.” See Exh. A, p. 3,
Art. IV, 9§ 2(a). As BNY Mellon was the agent of the State Treasurer, it was obligated to
exercise this discretion with prudence and due care, in absolute good faith and fair dealing, and
in the best interests of its principal, the State Treasurer.

15. BNY Mellon represented to the State Treasurer that it would follow the
conservative investment guidelines set forth in the SLA and ensure that the cash collateral would

be invested in compliance with those investment guidelines at all times.

> The original 2000 SLA set the Agent’s Fee paid to BNY Mellon at 25% of “Earnings.” This fee was later
modified to 15% of Earnings.

? Article V, § 8(a) of the SLA defined “Earnings” to include both Securities Loan Fees paid by borrowers of the
State Treasurer’s securities (see Exh. A, p. 2, Art. I, § 25) and Proceeds generated by the investment of the cash
collateral (see Exh. A, p. 2, Art. I, §21).



ASSET-BACKED SECURITIES

16.  Under the SLA, the State Treasurer imposed the following Interest Rate
Risk/Investment and Loan Maximum Maturity Limitations on Asset-Backed Securities

purchased on behalf of the State Treasurer:

Maximum Final Maximum Weighted
Maturity Average Life
Asset-Backed Securities 3 years 1.5 years

See Exh. A, p. 10, Schedule I, § IV.

17. In 2005, 2006, and 2007, BNY Mellon purchased asset-backed securities for
accounts entrusted to it by the State Treasurer under the SLA. Unbeknownst to the State
Treasurer, the “assets” backing these securities were long-term subprime mortgages. These
Mortgage Backed Securities had maximum final maturity dates of up to 30 years and thus did not
comply with the Loan Maximum Maturity Limitations imposed by the SLA, which required
“maximum final maturities” of 3 years or less. Id. Similarly, the maximum weighted average
lives of these Mortgage Backed Securities failed to meet the 1.5 year requirement imposed by the
SLA. A list' of the Mortgage Backed Securities which failed to comply with the parameters
agreed to in the SLA and which are at issue in this case is attached as Exhibit B to this Complaint
and incorporated herein by this reference.

18. Under the SLA, BNY Mellon exercised discretion over investments in the
securities lending program: “all . .. Approved Investments . . .shall be controlled by, and subject
only to the instructions of, Bank, and Bank shall not be required to comply with any instructions

of Lender with respect to the same.” See Exh. A, p. 4, Art. IV, §2(d). BNY Mellon exercised

* While this list is believed to be complete, the State Treasurer reserves the right to supplement and update this list
based upon discovery in this case.



this discretion in purchasing the Mortgage Backed Securities and did not consult with the State
Treasurer concerning these transactions.

19. BNY Mellon did not provide the State Treasurer with accurate and truthful
information about the maximum final maturity dates of the Mortgage Backed Securities (which
were well in excess of the 3 year maximum) nor with accurate and truthful information about the
maximum weighted average lives of the Mortgage Backed Securities (which were well in excess
of the 1.5 year maximum) nor otherwise disclose to the State Treasurer that these securities did
not qualify as Approved Investments under the SLA.

20.  For many months after the purchases of these unauthorized investments and
continuing until mid-2009, BNY Mellon made multiple misrepresentations and/or omitted to
make accurate and truthful disclosures to the State Treasurer through monthly account statements
and otherwise concerning the maximum final maturity dates and maximum weighted average
lives of the Mortgage Backed Securities.

21.  Upon information and belief, both at the time of purchase and thereafter, BNY
Mellon failed in and/or disregarded its duty, which was continuous, to ascertain and report
accurately and truthfully the maximum final maturity dates and maximum weighted average
lives of the Mortgage Backed Securities

22.  Upon information and belief and in the alternative, BNY Mellon acted in bad faith
and/or recklessly and/or willfully in failing to ascertain and report the true and accurate
maximum final maturity dates and maximum weighted average lives of the Mortgage Backed
Securities.

23.  As aresult of BNY Mellon’s failure to and/or disregard of its duty to ascertain

and report accurately and truthfully the maximum final maturity dates and maximum weighted



average lives of the Mortgage Backed Securities, BNY Mellon failed to liquidate the Mortgage
Backed Securities after the Bank knew or should have known that the actual performance of
Mortgage Backed Securities would not comply with the SLA-imposed limitations on maximum
final maturity and maximum weighted average life.

24.  Upon information and belief, BNY Mellon acted in more than one capacity with
respect to some of the Mortgage Backed Securities purchased by BNY Mellon for the State
Treasurer under the SLA. In addition to acting as the agent of the State Treasurer, BNY Mellon
and/or one or more of its corporate affiliates also acted as the custodian, trustee, or swap contract
administrator with respect to some Mortgage Backed Securities and as a counterparty in interest
rate cap agreements and/or interest rate swap agreements relating to others. A list® of the
Mortgage Backed Securities in which BNY Mellon acted in more than one capacity is attached
hereto as Exhibit C and incorporated herein by this reference.

25.  Upon information and belief, BNY Mellon and/or its corporate affiliates was and
continues to be compensated by third parties other than the State Treasurer for its services as
custodian, trustee, swap contractor administrator and/or counterparty in interest rate cap and/or
swap agreements in connection with certain Mortgage Backed Securities.

26.  BNY Mellon did not disclose to the State Treasurer that it had conflicts of interest
as a result of serving in more than one capacity with respect to those Mortgage Backed Securities
identified in Exhibit C.

27.  The SLA required that Approved Investments would be liquid, conservative, and
relatively short-term, in order to preserve capital, which was the State Treasurer’s paramount

investment objective in the securities lending accounts. The Mortgage Backed Securities failed

® While this list is believed to be complete, the State Treasurer reserves the right to supplement and update this list
based upon discovery in this case.



to meet the requirements of the SLA, have been and are now significantly impaired, and have
resulted in material loss and damage to certain of the accounts entrusted to BNY Mellon by the
State Treasurer.

THE LEHMAN NOTES

28.  Using some of the cash collateral generated by the securities lending program,
BNY Mellon purchased approximately $165 million of Medium Term Notes Series I issued by
Lehman Brothers Holdings, Inc. (“Lehman”) for the State Treasurer’s accounts:
A. On or about August 23, 2006, BNY Mellon purchased $35 million in
Lehman Notes, CUSIP number 52517PL33.
B. On or about August 23, 2006, BNY Mellon purchased an additional
$94.75 million of Lehman Notes, CUSIP number 52517PL33.
C. On or about March 20, 2007, BNY Mellon purchased $35 million of
Lehman Notes, CUSIP number 52517PW31.°
29.  In late 2006 and 2007, as BNY Mellon was purchasing the Lehman Notes in the
State Treasurer’s accounts, the Bank knew or should have known that housing prices and sales
were declining and that it was therefore imprudent to invest in a company like Lehman which
was heavily exposed to the subprime mortgage market. Plaintiff will not attempt to list herein
each and every report or other market information that was available to BNY Mellon, but alleges
the following are among those that BNY Mellon knew or should have known during this period:
A. In or about August 2006, the National Association of Realtors reported
existing home sales posted an unexpectedly sharp drop to their lowest level since

January 2004.

§ The three purchases of Medium Term Notes will be collectively referred to as the “Lehman Notes.”
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B. In or about October 2006, Moody's Investors Service (“Moody’s”) issued
a report forecasting a crash in housing prices in many metropolitan areas, which it
projected might continue into 2008 and 2009.

C. On or about October 4, 2006, Federal Reserve Chairman Ben Bernanke
stated that “[t]here is currently a substantial correction going on in the housing market.”

D. On or about January 18, 2007, Moody’s issued a Special Report detailing
abnormally high rates of early default in mortgage securitizations issued in late 2005 and
early 2006.

E. On or about April 20, 2007, Moody’s released a report projecting
cumulative losses of 6-8% for loans underlying subprime residential mortgage backed
securities.

F. In mid-2007, the Bear Stearns Companies, Inc. (“Bear”) was forced to sell
$3.6 billion in high-grade securities in order to save its hedge funds which had suffered
substantial losses on subprime mortgage securities. In August 2007, shareholders
brought the first lawsuit against Bear related to the collapse of its subprime mortgage
hedge funds.

G. In or around July 2007, Moody’s and Standard & Poors Ratings Service
(“S&P”) downgraded hundreds of residential mortgage backed securities then valued at
approximately $5.3 billion and placed collateralized debt obligations backed by
residential Mortgage Backed Securities on watch for possible downgrades.

30.  In addition, in the months before Lehman’s bankruptcy filing in September 2008,
numerous sources reported on its increasingly precarious financial condition. Plaintiff will not

attempt to list herein each and every report or other market information that was available to



BNY Mellon, but alleges the following are among those that BNY Mellon knew or should have
known during this period.

31.  In early 2008, BNY Mellon knew or should have known that Bear was
determined by the Federal Reserve to be virtually insolvent and that on or about March 16, 2008
it was announced that J.P. Morgan Chase & Co. would acquire Bear at a small fraction of Bear’s
previous market price through a deal orchestrated by federal officials. Upon information and
belief, BNY Mellon knew that after Bear’s collapse, many market analysts and commentators
noted similarities between the business structure of Bear and that of Lehman and warned that
Lehman could suffer a similar fate. For example:

A. On or about March 17, 2008, Reuters reported that “[t]lhe cost of
protecting Lehman Brothers debt rose on Monday after a fire sale of Bear Stearns.”
B. That same day, Motley Fool analyst Morgan Housel wrote, in an article
entitled “Is Lehman Brothers Next to Go?”:
Some of the larger firms, such as Goldman Sachs . . . and
Morgan Stanley . . ., have incredibly diverse operations that
spread far past the subprime debt market, and they probably
won’t face anywhere near the fallout that Bear Stearns has
seen. However, one Wall Street neighbor looks a bit too
similar to Bear in terms of its operations: Lehman. . ..
Although Lehman has largely been able to sidestep major
losses amid the subprime mess, like Bear Stearns, it does a
disproportionately large amount of business in the fixed-
income and mortgage-backed-securities market. For
investors and clients facing Bear Stearns shares that now
trade around 90% below their Friday closing, a similar "run
on the bank" on Lehman's assets isn't far-fetched.

C. On or about March 18, 2008, The Times of London reported that shares in

Lehman fell sharply “as traders worried that the investment bank would experience the
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same lack of confidence from its counterparts and customers as Bear Stearns had faced at

the end of last week and would suffer a surge in liquidity demands.”

32.  Upon information and belief, BNY Mellon knew or should have known of the
following ratings downgrades of Lehman in spring 2008:

A. On or about March 17, 2008, Moody’s lowered its outlook on Lehman
from “positive” to “stable.”

B. On or about March 21, 2008, S&P cut its outlook on Lehman’s credit
rating from “stable” to “negative.”

C. On March 24, 2008, Oppenheimer & Co. downgraded Lehman from

“outperform” to “perform,” citing a “protracted challenging capital markets

environment.”

D. On or about April 1, 2008, Fitch Ratings (“Fitch”) revised its rating
outlook on Lehman from “stable” to “negative.”

33.  Upon information and belief, BNY Mellon knew or should have known of the
following negative information and ratings downgrades of Lehman in late May and early June
2008 :

A. On or about May 27, 2008, Bank of America forecast a second quarter
loss for Lehman.
B. On or about June 2, 2008, S&P downgraded its credit rating of the

Lehman bonds from A+ to A.

C. On or about June 4, 2008, Bloomberg reported that:
Lehman...may report this month its first quarterly loss since going
public in 1994, increasing pressure on the company to raise capital,

according to analysts at Oppenheimer & Co. and Bank of America
Corp. Lehman may be forced either to sell all or part of itself to a
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bigger financial firm or sell a large quantity of new shares to
bolster its finances, the Wall Street Journal reported today.

34.  Upon information and belief, BNY Mellon knew or should have known that on
June 9, 2008 Lehman forecast a quarterly loss of $2.8 billion and announced plans to raise
additional capital of $6 billion. BNY Mellon further knew or should have known of the
following ratings downgrades of Lehman:

A. On or about June 9, 2008, Fitch downgraded its credit rating of the

Lehman bonds from AA- to A+.

B. That same day, Moody’s changed its rating outlook on Lehman from
stable to negative.
C. On or about June 10, 2008, analysts at Credit Suisse downgraded Lehman

Brothers from “outperform” to “neutral,” while reducing their estimates for the company.

D. On or around that same day, Wachovia Bank also downgraded its rating of

Lehman Brothers stock from out-perform to market perform, noting that Lehman’s plan

to raise capital would dilute profits by 20 percent.

35. Upon information and belief, on or about July 17, 2008, Robert Kelly, Chairman
and Chief Executive Officer of BNY Mellon met with Timothy Geithner, then President of the
Federal Reserve Bank of New York, to discuss issues related to the triparty repurchase (“repo”)
market. At or about this time, the Federal Reserve estimated Lehman’s exposure to the triparty
repo market at approximately $200 billion.

36.  Upon information and belief, on or about July 21, 2008, a meeting was scheduled
to include BN'Y Mellon and the Securities Investor Protection Corporation (with members of the
Federal Reserve Board staff in attendance) to discuss a possible bankruptcy or other financial

failure involving Lehman.
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37.  Upon information and belief, in the summer of 2008, BNY Mellon asked L.ehman
to begin prefunding several programs in order to provide collateral support for BNY Mellon’s
credit exposure to Lehman. Over several weeks during the summer of 2008, BNY Mellon and
Lehman negotiated the size of the deposit which BNY Mellon would require from Lehman to
protect the Bank’s own interests against a possible Lehman default.

38. Upon information and belief, on or about September 8, 2008, BNY Mellon and
Lehman agreed in principal that Lehman would maintain funds in a money market account with
BNY Mellon sufficient to cover BNY Mellon’s intraday exposure.

39.  Upon information and belief, BNY Mellon knew or should have known that on or
about September 9, 2008, shares in Lehman fell sharply after Lehman failed to raise capital from
the Korea Development Bank and that S&P and Fitch both announced that Lehman was on
review for further downgrades.

40.  Upon information and belief, BNY Mellon knew or should have known that on or
about September 10, 2008, Lehman announced a projected third quarter loss of $3.9 billion and a
plan to raise cash by spinning off assets including its troubled real estate portfolio.

41. Upon information and belief, on or about September 11, 2008, BNY Mellon and
Lehman executed a Collateral Deposit Agreement requiring Lehman to deposit $125 million
with BNY Mellon as collateral for its intraday transactions.

42.  Upon information and belief, on or about September 12, 2008, Secretary of the
Treasury Henry Paulson, Securities and Exchange Commission Chairman Christopher Cox, and
then New York Federal Reserve Chairman Timothy Geithner met to discuss Lehman with CEOs
from major financial institutions including Robert Kelly of BNY Mellon. During this meeting,

federal officials confirmed that the federal government would not bail out Lehman.
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43. Upon information and belief, as a result of follow-up meetings on or about
September 13, 2008, BNY Mellon formed a crisis team called the Lehman Working Group,
which consisted of senior officers, the chief risk officer, and top members of BNY Mellon’s
legal team.

44,  Upon information and belief, in 2006 and 2007 BNY Mellon either had already
purchased or was then purchasing Lehman debt on behalf of other clients for whom it was acting
as an investment advisor or other fiduciary asset manager.

45.  Upon information and belief, in 2006 and 2007 BNY Mellon either had already
purchased or was then purchasing Lehman debt on its own behalf and/or on behalf of its
corporate affiliates.

46.  Upon information and belief, as a result of purchases of Lehman debt on behalf of
itself, its corporate affiliates and its clients, including the State Treasurer, for whom it was acting
as an investment advisor, fiduciary, or asset manager, BNY Mellon controlled a share of Lehman
debt in excess of that which should have been controlled by a reasonably prudent fiduciary
and/or bank acting as an agent in the operation of infer alia a securities lending program.

47.  As a result of the size and excessive concentration of the positions in Lehman
securities owned or controlled by BNY Mellon, the Bank was effectively unable or unwilling to
sell or otherwise liquidate the Lehman Notes held in the accounts of the State Treasurer at the
times when a reasonably prudent fiduciary would have acted to protect the interests of its
principal.

48.  BNY Mellon knew that it had the obligation to properly manage assets acquired

as part of the securities lending program, including the Lehman Notes, and to otherwise perform
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its contractual and fiduciary responsibilities with prudence and due care, in absolute good faith
and fair dealing, and in the best interests of it.s principal, the State Treasurer.

49.  BNY Mellon knew or should have known that as a fiduciary it had an obligation
to disclose any potential conflicts of interest in any investments made as part of the securities
lending program. Upon information and belief, BNY Mellon knew that it was serving in
multiple capacities with respect to its purchases of interests in Lehman, but did not disclose this
to the State Treasurer.

50.  BNY Mellon did not provide or otherwise disclose information about the size,
scope or concentration of its ownership of and/or control over Lehman-related investments, or
otherwise disclose to the State Treasurer that the Bank’s ability to divest the Lehman Notes it
purchased and controlled on behalf of the State Treasurer was compromised by the size, scope,
and concentration of the Lehman securities under BNY Mellon’s control.

51. By controlling such large stakes in Lehman, BNY Mellon negligently, in bad faith
and/or recklessly and willfully limited its ability to act in the best interests of the State Treasurer
as required by its fiduciary obligations, thereby negligently, in bad faith and/or recklessly and
willfully exposing the accounts entrusted to BNY Mellon by the State Treasurer to the risk of a
Lehman default.

52.  In a most egregious breach of its fiduciary duties to the State Treasurer, BNY
Mellon did not provide the State Treasurer with information about its efforts to protect the
Bank’s own interests from the possibility of a Lehman default, or otherwise disclose the Bank’s
concern about the continued viability of Lehman, while doing nothing to protect the accounts

entrusted to BNY Mellon by the State Treasurer from the risk of a Lehman failure.
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FOR A FIRST CAUSE OF ACTION
Breach of Contract

53. Each and every relevant and consistent allegation of this Complaint is
incorporated and included herein as fully as if repeated verbatim.

54.  The SLA imposed upon BNY Mellon restrictions and obligations to manage the
securities lending program by investing cash collateral generated by securities lending only in
Approved Investments and otherwise comply with the all terms and conditions of the SLA.

55.  Also, South Carolina law imposes a duty of good faith and fair dealing upon
every contract, including the SLLA.

56.  BNY Mellon’s purchases and retention of Mortgage Backed Securities which did
not meet the requirements of the SLA constituted failures to abide by the terms of the SLA and
constituted breaches of the SLA entered into with the State Treasurer.

57. BNY Mellon’s failure to abide by the SLA through its purchase and retention
(despite knowledge of the insolvency concerns surrounding Lehman) of the Lehman Notes, even
though the Bank took action to protect its own interests, constituted failures to abide by the terms
of the SLA, and constituted breaches of the SLA entered into with the State Treasurer.

58.  Under the SLA, BNY Mellon had a duty to provide the State Treasurer with
monthly statements. See Exh. A, p. 6, Art. V, § 11. BNY Mellon therefore had a contractual
duty to provide accurate and truthful information in the monthly statements provided to the State
Treasurer.

59.  BNY Mellon’s repeated failures to provide accurate and truthful information
regarding the maturities of the Mortgage Back Securities constituted breaches of the SLA

entered into with the State Treasurer.
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60.  The SLA established an agency relationship between BNY Mellon and the State
Treasurer. As the State Treasurer’s agent, BNY Mellon therefore had a contractual duty to
disclose to the State Treasurer any potential conflicts of interest.

61.  BNY Mellon’s failures to disclose to the State Treasurer that it or its affiliates
served in more than one capacity with respect to certain Mortgage Back Securities constituted
breaches of the SLA entered into with the State Treasurer.

62.  BNY Mellon’s failure to disclose to the State Treasurer that it controlled Lehman
securities in excess of that which should have been controlled by a reasonably prudent fiduciary
and/or bank acting as an agent in the operation of a securities lending constituted a breach of the
SLA entered into with the State Treasurer.

63. BNY Mellon’s failures to disclose to the State Treasurer its knowledge of the
insolvency concerns surrounding L.ehman and/or the actions taken by the Bank to protect its own
interests constituted breaches of the SLA entered into with the State Treasurer.

64.  The State Treasurer has been directly and proximately damaged by Defendant’s
failure to abide by the SLA.

65. The SLA provides that BNY Mellon shall be liable for all costs, expenses,
damages, liabilities or claims including attorneys’ and accountants’ fees incurred by the State
Treasurer arising out of any negligence, bad faith or willful misconduct by BNY Mellon. See
Exh. A, p.5, Art. V, 1.

66.  The breaches of contract alleged herein were the result of and/or constituted
negligence, bad faith and/or willful misconduct by BNY Mellon.

67.  Plaintiff is therefore informed and believes that the State Treasurer is entitled to

(1) actual damages, (2) attorneys’, accountants’, and expert witness fees, (3) costs, (4)
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prejudgment interest at the highest legal rate, and (5) such other relief as is just, equitable, and
proper.

FOR A SECOND CAUSE OF ACTION
Breach of Fiduciary Duty

68. Each and every relevant and consistent allegation of this Complaint is
incorporated and included herein as fully as if repeated verbatim.

69.  Under the SLA, BNY Mellon sought and accepted appointment as the agent of the
State Treasurer. See Exh A, p. 2, Art. I, § 1. Under the laws of South Carolina, any agent by
virtue of its relationship with the principal is considered a fiduciary with respect to all matters
within the scope of the agency. As a fiduciary, BNY Mellon was required to act with perfect
good faith and undivided loyalty in the best interests of the State Treasurer.

70.  Under South Carolina law, as the agent of the State Treasurer and thus a fiduciary,
BNY Mellon owed its principal an undivided duty of loyalty, a duty to disclose to the State
Treasurer any potential conflicts of interest in any investments made as part of the securities
lending program, a duty to ensure that any potential conflict would not compromise BNY
Mellon’s objectivity and a duty to act in the best interests of its principal, the State Treasurer.

71.  As a fiduciary, BNY Mellon also owed duties and obligations to the State
Treasurer to fully inform the State Treasurer of all facts pertinent to all transactions in which
BNY Mellon was representing the State Treasurer, to make full disclosure of all facts that
materially affected the securities lending program and investments made pursuant to the SLA,
and to exercise reasonable care, diligence, and prudence in the performance of its duties.

72. Defendant’s conduct relating to the SLA in the purchase and retention of the
Mortgage Backed Securities and the Lehman Notes constituted breaches of its fiduciary duties to

the State Treasurer in one or more of the following particulars:
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A. BNY Mellon purchased and retained the Mortgage Backed Securities so as
to increase its earnings under the SLA while disregarding the greater risk of loss imposed
upon the State Treasurer by these purchases.

B. BNY Mellon purchased Mortgage Backed Securities which violated the
SLA by exceeding the maximum final maturity of 3 years and/or the maximum weighted
average life of 1.5 years.

C. BNY Mellon purchased Mortgage Backed Securities without disclosing to
the State Treasurer that their maximum final maturities exceeded the 3 year limit or that
their maximum weighted average lives exceeded the 1.5 year limit imposed by the SLA.

D. BNY Mellon made multiple misrepresentations and/or omissions to the
State Treasurer concerning the maximum final maturity dates and maximum weighted
average lives of the Mortgage Backed Securities.

E. BNY Mellon failed to perform and/or disregarded its duty to ascertain and
report to the State Treasurer accurate and truthful maximum final maturity dates and
maximum weighted average lives of the Mortgage Backed Securities.

F. BNY Mellon retained Mortgage Backed Securities (the initial purchases of
which constituted breaches of the SLA due to their failure to comply with the contractual
maturity limitations) after the Bank knew or should have known that the actual
performance of Mortgage Backed Securities would not comply with the SLA-imposed
limitations on maximum final maturity and maximum weighted average life.

G. BNY Mellon purchased and retained Mortgage Backed Securities in
which it and/or its affiliates served in more than one capacity without disclosing the fact

of that capacity to the State Treasurer.
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H. At the time BNY Mellon purchased and/or retained the Lehman Notes for
the State Treasurer, BNY Mellon controlled Lehman securities in ekcess of that which
should have been controlled by a reasonably prudent fiduciary and/or bank acting as an
agent in the operation of a securities lending program.

L. BNY Mellon purchased and/or retained the Lehman Notes despite owning
and/or controlling a share of Lehman debt in excess of that which should have been
controlled by a reasonably prudent fiduciary without disclosing to the State Treasurer the
size, scope and concentration of its interests in Lehman.

J. BNY Mellon retained the Lehman Notes despite knowledge of the
insolvency concerns surrounding Lehman, while simultaneously taking action to protect
its own interests but doing nothing to protect the interests of the State Treasurer.

K. BNY Mellon retained the Lehman Notes despite knowledge of the
insolvency concerns surrounding Lehman, while simultaneously taking action to protect
its own interests, without disclosing to the State Treasurer either the insolvency concerns
or its own protective actions.

73. In one or more of the preceding particulars, Defendant acted with imprudence,
negligence, gross negligence, recklessness, willful misconduct, fraudulent intent, and bad faith
and thereby breached the fiduciary duties owed to the State Treasurer, proximately causing the
State Treasurer to suffer damages.

74.  Plaintiff is therefore informed and believes that the State Treasurer is entitled to
(1) actual damages, (2) attorneys’, accountants’, and expert witness fees, (3) punitive damages

for the gross negligence, recklessness, willful misconduct, bad faith, and/or misrepresentations
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and omissions, in an amount to be determined by the finder of fact, (4) costs, (5) prejudgment
interest at the highest legal rate, and (6) such other relief as is just, equitable and proper.

FOR A THIRD CAUSE OF ACTION
Negligence, Gross Negligence and/or Reckless and/or Willful Misconduct

75. Each and every relevant and consistent allegation of this Complaint is
incorporated and included herein as fully as if repeated verbatim.

76. Defendant owed the State Treasurer a duty of undivided loyalty, absolute
faithfulness, and a duty to exercise reasonable care, skill, prudence, and diligence under the
circumstances with respect to the management and control of the State Treasurer’s accounts.

77.  Defendant breached these duties owed to the State Treasurer by committing the
imprudent, negligent, grossly negligent, reckless, willful, fraudulent, and bad faith actions set
forth in this Complaint.

78.  Defendant’s conduct relating to the SLA in the purchase and retention of the
Mortgage Backed Securities and the Lehman Notes constituted imprudence, negligence, gross
negligence, recklessness, bad faith and/or willful misconduct in one or more of the following
particulars:

A. BNY Mellon, knowing the State Treasurer’s investment needs in
connection with the securities lending program, which included conservative investment
objectives and liquidity, nevertheless developed and implemented a self—serving strategy
not suited to the State Treasurer’s circumstances, needs and objectives.

B. BNY Mellon purchased Mortgage Backed Securities which violated the
SLA because their maximum final maturities exceeded the 3 year limit and/or their

maximum weighted average lives exceeded the 1.5 year limit.
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C. BNY Mellon purchaséd Mortgage Backed Securities without disclosing
that their maximum final maturities exceeded the 3 year limit or that their maximum
weighted average lives exceeded the 1.5 year limit imposed by the SLA.

D. BNY Mellon made multiple misrepresentations and omissions to the State
Treasurer concerning the maximum final maturity dates and maximum weighted average
lives of the Mortgage Backed Securities.

E. BNY Mellon failed to perform and/or disregarded its duty to ascertain and
report accurately and truthfully the maximum final maturity dates and maximum
weighted average lives of the Mortgage Backed Securities.

F. BNY Mellon retained Mortgage Backed Securities (the initial purchases of
which constituted breaches of the SLA due to their failure to comply with the contractual
maturity limitations) even after the Bank knew or should have known that the actual
performance of Mortgage Backed Securities would not comply with the SLA-imposed
limitations on maximum final maturity and maximum weighted average life.

G. BNY Mellon purchased those Mortgage Backed Securities in which it
and/or its affiliates had conflicts of interest and owed duties to others fhan the State
Treasurer without disclosing these conflicts and duties.

H. BNY Mellon purchased and/or retained the Lehman Notes although it
owned and/or controlled a share of Lehman debt in excess of that which should have
been controlled by a reasonably prudent fiduciary and without disclosing to the State
Treasurer the size, scope, and concentration of its interests in and/or control over Lehman

securities.
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L. Due to BNY Mellon’s exercise of control over excessive inferests in

Lehman and/or its extensive relationships with Lehman, it was unwilling or unable to

protect or otherwise conflicted against protecting the interests of the State Treasurer by

selling the Lehman Notes as it learned of the insolvency concerns surrounding Lehman
and as it took steps to protect its own exposure to Lehman’s potential insolvency.

79.  In one or more of the preceding particulars, Defendant breached its duty to the
State Treasurer to exercise reasonable care, skill, diligence and prudence and to perform all of its
duties with undivided loyalty and in absolute good faith and fair dealing, proximately causing the
State Treasurer to suffer damages.

80.  The State Treasurer has been directly and proximately damaged by BNY
Mellon’s imprudence, negligence, gross negligence, recklessness, bad faith and/or willful
misconduct as alleged herein.

81. The State Treasurer is therefore informed and believes that the State Treasurer is
entitled to (1) actual damages, (2) attorneys’, accountants’, and expert witness fees, (3) punitive
damages for the gross negligence, recklessness, willful misconduct, bad faith, and/or
misrepresentations and omissions, in an amount to be determined by the finder of fact, (4) costs,
(5) prejudgment interest at the highest legal rate, and (6) such other relief as is just, equitable and
proper.

FOR A FOURTH CAUSE OF ACTION
Breach of Contract, Accompanied By Fraudulent Act

82. Each and every relevant and consistent allegation of this Complaint is
incorporated and included herein as fully as if repeated verbatim.
83.  Defendant’s fraudulent misconduct, as alleged in this Complaint, constituted a

failure to abide by the terms of the SLA and constituted a breach of the SLA entered into with
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the State Treasurer. The State Treasurer has been directly and proximately damaged as a result
of Defendant’s breaches.

84.  Moreover, in breaching the SLLA, Defendant exhibited a fraudulent intent relating
to the breaches alleged in this Complaint.

85.  Defendant’s breaches of the SLA were accompanied by fraudulent acts and/or
omissions on the part of BNY Mellon in one or more of the following particulars:

A. BNY Mellon breached the SLA when it failed to comply with the
conservative investment guidelines after representing to the State Treasurer that it would
follow those guidelines and then, through the acts and omissions alleged in this
Complaint, attempted to disguise those breaches by misrepresenting and/or failing to
disclose to the State Treasurer accurate and truthful information related to the
unauthorized investments.

B. BNY Mellon breached the SLA when it purchased higher risk securities
not in compliance with the SLA in an attempt to achieve higher returns and then, through
the acts and omissions alleged in this Complaint, attempted to disguise those breaches by
misrepresenting and/or failing to disclose to the State Treasurer accurate and truthful
information related to the unauthorized investments.

C. BNY Mellon breached the SLA by purchasing Mortgage Backed
Securities in which it had conflicts of interests and then, through the acts and omissions
alleged in this Complaint, attempted to disguise those breaches by misrepresenting and/or
failing to disclose to the State Treasurer accurate and truthful information related to the

conflicts of interest.
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D. BNY Mellon breached the SLA by purchasing and/or retaining the
Lehman Notes even though it owned and/or controlled a share of Lehman debt in excess
of that which should have been controlled by a reasonably prudent fiduciary and then,
through the acts and omissions alleged in this Complaint, attempted to disguise those
breaches by misrepresenting and/or failing to disclose to the State Treasurer the size,
scope, and concentration of those interests and that control.

E. BNY Mellon breached the SLA by retaining the Lehman Notes even
though it knew of the insolvency concerns surrounding Lehman and took action to
protect its own interests and then, through the acts and omissions alleged in this
Complaint, attempted to disguise those breaches by misrepresenting and/or failing to
disclose to the State Treasurer either the insolvency concerns surrounding Lehman or its
own protective actions.

86.  As a direct, consequent and proximate result of Defendant’s breach of contract
accompanied by fraudulent intent, fraud, constructive fraud, and fraudulent concealment, the
State Treasurer suffered injury all in direct violation of the laws of the State of South Carolina.

87.  Plaintiff is therefore informed and believes that he is entitled to (1) actual
damages, (2) attorneys’, accountants’, and expert witness fees, (3) punitive damages for the
fraudulent acts accompanying the breaches of the SLA, in an amount to be determined by the
finder of fact, (4) costs, (5) prejudgment interest at the highest legal rate, and (6) such other relief

as is just, equitable and proper.
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PRAYER FOR RELIEF

WHEREFORE, having set forth the State Treasurer’s claims, Plaintiff prays for
judgment against BN'Y Mellon as follows:

a. For actual damages suffered by the State Treasurer including but not

limited to the market losses that would not have occurred save for the wrongful conduct

of Defendant and any increase in value that would have occurred if the assets in the

securities lending program had been properly invested in Approved Investments;

b. For punitive damages in an amount to be determined by the finder of fact;
C. For prejudgment interest at the highest legal rate;
d. For the costs of this action as provided by the Securities Lending

Agreement for the prosecution of this action;

e. For reasonable attorneys’ fees, accountants’ fees, and expert witness fees
as provided by the Securities Lending Agreement for the prosecution of this action; and

f. For such other and further relief as is just, equitable, and proper.

Respectfully submitted,

HNhetfWieloe
Mitchell Willoughby, Esquire (SC Bar N0/6161)
Elizabeth Zeck, Esquire (SC Bar No. 9006)
WILLOUGHBY & HOEFER, P.A.

930 Richland Street

Post Office Box 8416

Columbia, SC 29202-8416

(803) 252-3300
mwilloughby@willoughbyhoefer.com
ezeck@willoughbyhoefer.com
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Michael H. Montgomery, Esquire (SC-Bar No. 4034)
MONTGOMERY WILLARD, LLC

1002 Calhoun Street

P.O. Box 11886

Columbia, SC 29211-1886

(803) 779-3500

mhm@montgomerywillard.com

Attorneys for the State Treasurer
of the State of South Carolina

January2#, 2011
Columbia, South Carolina
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" Tepresented in ’accdéﬁ'ié’;.Whiéﬁ.»iﬁdude'énLy assets held by Bank for customers; including but not limited to accounts inwhich Bank "
xspRESFerATIQNSAND;WAgRANTIE_s__ s

%5 Linder hereby represents arid warrants. to Bank, which representations and wartanities shall be deemed fo be Ohtining .
- .and to befreafﬁhn’ed_'on'any_day'that a-Lbaﬁ-iS',ouspahdingi-.mat=:~- B S T o

LT (A) Thls Agreement i, and each Loan will: be, Ijega',lly;.a‘r_id.'vaﬁdl__y ente;éd\lhto; does not; and - will nat; violate any statute,
.regulation, rule, order or judgmeént bindirg'en Lender, or any provision of Lerider's charter orby-laws, or any agreementbinding on’ -
_ Lernder of affecting: its property, and. is enforeeable: against ?I';:nd_.er“’izji‘--accorc_i"anc’&wiﬁth'. its terms, except as.may. be limited. by - "
- banksitptey, insolvency or similr laws; or.by equitable principles relating to or lifniting creditors' fights gefierally: . .

s (g)’-.mé,pgr;og_&g@s@g1mg:Agfe;e&n§m;£pafaﬁ‘ Authorized Persons actiig on behdlf of Lender has and have been duly- © "

: . .and progerly authérized tg'do so; e
G L’_ende_;i.sfienbii_hig-,Seéuaﬁgfési»-pmdpa"fg:sr-i.:;spm account and it will niot transfer; assign or é:f_cﬁji;fpbefi‘ts‘-‘i:n:férestlin_,:.jhf .
ﬁghﬁ?fith"ra%p'@cx‘to_;anxfﬁbam;"and&.‘ Lol T T R Coen T

'- subjectto meireprlcsquﬁqns;confainedmﬂﬁgﬁsﬁ&pai@;;ip@ . AR

Gis ':SECURHIESLENDWG‘TRANSACTIONS"' AT :

- &l actons déemed necessary ér?'.épptozi.ﬁateliu.’or.,der'.to-pe'xfoqm'%‘pn;Lendétfs:béhélf»ghéreunder;inapdipg-vr,eqe;ﬁng-caua;eral-:hawhg' :

Distributions: and :applicable- Securities’ Loan Feés, and.
' Borrowers is Tess thar, the. then-current Market Valie! of “all'of ‘the: Toaned Securities,.. Whenever. Ba k.‘de

- Collateral pursuant: to. the:foregoing, Such. add'iﬁénalvQQHatéijal..together'ﬁﬂi-th‘e -Cpllggfg»;al.,mfgnjheld. ¥ Bank i

- Loans shall have-a Market Value of not less than. the Collateral Re SR TS

r
. to:identify Lender's interest therein a5 appropriate

; it being understood. that all monies .

for whom Bank acts.as, their respective agent."Bank reserves thie:right, in.its sole discretion; fo liquidate any Approved - .

'I’I.iyés&ncr;t‘ir';d"c;eéit the: ne_tpra’_:fgéds’ to'the Collateral Account.

tutions orissuers. .

flitfes. Bank shall enter'Loans pursuant fo métseéi;ﬁﬁ:eis-'Bér'n_s@ijng'-;a{gfe'emem*ana;tak_e-;' R

nt may for prirposes bf;_mgs:ﬁne;iu.be;pomiﬁgmd with.cash colldteral Held for other lenders of~. .
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esagrs ) Al Approved InveStments shall be for the account and risk of Lender. To the extent any loss-(vtiether due 1o the
dssuer’s or. bligor's default iri the payment of any Proceeds, or Bank's disposition of such Approved. Investment for; é’.ny"ré:.la.s'on):
-arising out of Approved Investmerits results in.a deficiency in the amount of Collateral available for: return o2 Borrower, Lender ... -
agrees to'pay Bank on demand cash Iran amount equal to such deficiency, - AT PR

3 Temination of Lowns.. (2) Baskshail términate any Lot as so0m as practicable after:, .
= () receipt by Bankof a notes of semination froma Borrower;

L _f"('ij)’}p;ce'ipp-t_jg{ B'ahk}of-jﬁ/_,ri;tg:jnlh;sﬁr'ucﬁons ’-',t_ofddsd;';;‘ -

. (@) receipt by Bark o a Certificate instructing it do delets the Bogiower -t whom Such Loan was mide from the iy - -

@) receipt by Bank : avising
-+ - InArticle I, subsparagraph (dj hereof; - -

=

() receipt by Bask of notics.or a Certificate advising that an Event of Defdilt (as. defined in the Securites Borrowing
L Agreement) has occurred and is continuing beyond. any applicable grace perjod;” Ta e

- (vx)wheneverBank, in iTsiSéIE'diSfoéﬁQil;éICCg sl terrnij';'at"e:sﬁ?:hfl.‘oan;:piff.

) iéijfniiia’t_i_én'of~ﬂﬁs‘;‘%'greéme;i1§;. -

- Reba,tés}tﬁei} payable..

© (eI order for Bank to’ fimely .§e;ﬁie_,u}'?g-f’sale.ﬂof__';pamq' Sgeéiiﬁﬁes',_-ii-s_ha‘u‘_‘be‘-.i'endgr"s'.;espo’asibﬂny::d ensure prompt-

-

" amounts received to the Collateral Account. . -

S Guirgges and Subrogation. (a) 1f 2 a:result of an Act of Insolvency @ Borrower fals o rerum any-Loahed
. Securitiés, Bank shall taks-all actions which ft-deerns necessary or appropriate to liquidate Approved: Investments and Collateral in- - :
B otion with Loass to-such, Borrower and, unléss advised: by Lender 1o the contrary, shell make. a: reasonable effort for ‘o, -

of a "'C'eA rtiﬁcatea g VIS m g : t_hlatl_ﬂie Loaned Securlty is :ﬁd.;lorigéi' éuﬁjeét':to_l'mé' rép;eﬁ;emati:o‘ﬂs’ contamed L o

" Securitiés Loan Fee. Bank shall receive-any applicable Seeurities Loan Fee paid by Borrowers and credis i sue,

- Businéss Days (the "Replacement Period) 1o apply the. procesds Wereof o the purchase of Sécurities identical fo the Loaned »

 Securites- (or the. equit

i‘«"tf?ll'at#rél-uﬁéui@?ﬁon.fi?.rb?aet:dszar;.e--in'sufﬁ'cie_n;:to-“repl,éc%:i{any:bf the Loaned Seeurities not retumed; Bank - -

 shall, subject to: satisfaction. of. Lender's’ obligations. under- Paragraphy 2(e) of this Article, pay such additional amownts as are . -
- flecessary to make such repld¢ement.. P urchasesof replacement Securities:shall: be made only i such markets, in such mariner and” - - -+

spon such fefass: 33 Bands o der appropriate:ints sole discretion: Replacemient Securities shall be credited 15 the Acoount. -
- ipon-receipt by Bark: - If Bank ds fisuccessful in’ purchasirig oy, replacement Securities during the Replacemient Period; the -

Y Lendec-agroes; without the-etectition.of any documents or th giving of ay totice har Bank i ad il remain
ubrogated. to all of Lender's rights under the Seclrities Borrowing: Agreement o7 otherwise (to the extent:of any credit pursuant to -

'aragraph: 5(2). abote), including but. not. imited. 1o, Lender’s rights: with respect to.Loaned. Securities and Distributions, and . """ -
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- _,', o) Bank shal] have no obﬁgaﬁoﬁ totakeanyachans pursuant 'to‘il?g}ajg’:r_aph:S(a)_ above1f1t :riéa's,bn\;bly .bé‘ﬁé'igs that

-, Such action will viclate' any applicable statute, regulation, rule; order of judgment. Furthermor, except 2 provided in Paragrapiy

. deliveryof a i

'5(a), Bank shall have ng Gther liability to Lender relating to- any Borrower's failure to, refurn Loaned Securities and'ng duty 6r - L

- .- obligation to take action to -effect. payment. by a Borrower of: any amounts joy‘v’edby;sxi’ch'-BorrbweﬁpUrsuantf to'the Securiges
R " Either- party, may terminate mé..prdv_is‘idns-'qf;Pa;agraph 5(a) »'abcve"e&'ith“tﬁsp,e‘cf_tb. any Borrower at any'ﬁmé by.
otice to the other party specifying a'termingtion date rigt earlier then the date of receipt of such.notice by the other-
- party. No'such termination shall ‘be effective with: respect to then Sdsting rights of either party. undér this Paragraph 5.or.”

l outstanding Securities Loanshereunder;- - .~ @ oo T S el iR PSR

S (e - Bankmyoffsetany amountspayablebyLenderunder ﬂnsAgreementagamstamounts payable byBank uﬁdera
‘_‘4Paragraph.j(a)ﬁ'of’t‘l\i_i's}A_i—.ﬁdg,_.' Lo R S e e T

6. Bgro ﬁvei"_[j)éfgﬂf.~‘- Len’c-i'ei‘"uf;derfs'tan.as andagrees that1f a'Bo';‘r_fo_svejr':f'ai'ls;to' retumLoanedSecuntles f"OV:X-;:r-EBSV.OI"I'S,. B

éﬂz‘gr, than an.A'c‘thf?‘Irjx__soIVént;y,{ Bank may, in i,ts':_'r;asqnablgs discretion;: elect’ not-to ~1{ii;p3dé:’t§;-Apprpv‘éd;-In\keSuﬁe;'m and such: -
fpproved Livestments shall confioue o be subject to Artiels s Faragraph 2(0). Bank shall be responsible (o' Lendes for gy, <
- Markét Value of the Lodned Securities as.of the daté'-such-Lq'anédA_'Segu'x_i;ti'e'&a_rf: credited: tothe Account, R

- the formof action: .- ¢ -

‘ mqulre into; and- shall-niot be liable for; the validity of .the issue of any Securities; Collateral. or- Appraved. Investments. held .ir'the .
. Account _o1.'"'CO_,II’atZg;aI;A&_iqquhtv,‘;k;xj{thg.-1egali"tjy.-"01: _;_J'rognfe]t:yof'a@ytgags'hgfeuﬁq‘er. T .

2 . No :Obii’}!aﬁ'"on’ ‘o Thauire, Wit outlumtmg théjg"éngrraﬁ‘ty:bf:'iﬁé fﬁfégoihg,, Bank shall "b‘_é?'uﬁdl:f.i;dd‘bﬁéa‘zﬁfoﬂto- :

R ST Reliance on’ Borrowers' Statéments; Réugésieniiﬁohs;;ands' Warranties. Pravided that it-acts -é{itﬁzfeasoriab,lei care, - -

A A -Advances; Overdﬁafts*a_trd Indebtedriess, | (a) Bank may; ififs-sole disc_:’i‘etibnz._adﬁanééasﬁundsitb’_Lﬁendergin'qrd_ex:. to - -
 pay to Borrowers any- Rebates: or to. return: to Borrowers: Cash Collateral tg'_:__whi'ch’théy'ar,e.énﬁ.tlf:jd; Bank'may also-credit the - .
. Accountror; Q'o‘lfat.e'r’cﬂ:'.Aééminfl?dth.Sécdﬁﬁcsl.l}oé'n Feés payable by Borrowers Priorto itsrecéipt thereof: Any such credit shall be” . -
- condidonal Upon:receipt W'Bmk‘dﬁﬁnﬂ,.;paqunt and may be reigg_xﬁsed;;to-}hé.,éxtexit{ final payment:is notreceived: T

» ). Lenderagreesto repayBankon dernandthe amountofany adVam:e or anyotheramountov.edbyLenderhereunder

plus‘ac;;gigdz.mfer_est at'a-Tate per annum: (based on a:360*d3y9y¢a;, forthe actual nuimber: of days Involved): not'to exceed. the fedo . - :

icly anhounted t5 be in- effect from time to time;: such; rafe "to:'bé‘adju_st_‘?c__d__qnvphg'.efféi:'tiye’dé';'e'_of"ad){_,chang-éf;'m. R

t r:e;pé’c' oquesnonsoflawregardmganEventofDefaultby B”d(;dwer;.'--%pély_ T
Land shall b fuuy:.pi'qtef:t';d with respect to aiiything done or Orhitted bj‘r»it_i_i:; good ..

; rov'ided.'th.at.B'émlglimpl_emcms’ such.ad\’/_icg.v.{i_ﬂiqut negligence..
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Y 6. NaCo ng_ﬂﬁg'rj Qb{iggg’fgnsé Bankshall ll';e’.undéi". no obligation or duty to take :acﬁgn to. effect collection &, or. f;e o
" liable for, any ariounts payable in respect of Securities or Approved Investments if suck Securities or Approved Investments aredn @ -
 default, or if payment is refused after due demand and presentation.” .+ . - IR S :

LN

© 7. - . Pricing Senices.. Bank is authorized to uflize-any generally.recognized pricing informatioh service in brder o
. perform its valuation responsibilities with respect to Lo_a’n_ed;Secu_riﬁes;-fCQHatf:r_al‘and_ Approved Investments, and Bank shal} notbe . -
_ liable for any loss or’damage suffered or inentred by Lender:as a-result of errors or’ omissions of:any such pricing infgrmag on -

Poservice. . _ '
ST B Agenty Eee: (a) For its performance. as Lender's agent.in making and administering Loa@:Ler@der:_sh‘au.pay. o
ok 2 fet, sccried dally, equal 16 2% Of the sum of Proceeds and Securides Loan Fees (collectivdly, Eamings") paid or prycotsl
. by;tl,ig:-rélevanﬂtil;'}orrbwexs, net of Rebates paid by Bank to relevant Borrowers: and broKerage. fees incurred in méldhg~Appp0‘Jjed'~ ,
;. Investments ("Net Earnirigs"):. Subject to Paragraph 8(b):below, Bank is-authorized; ¢n- 4 monthly basis, to charge:its |

-other amounts owed by Lerider hereunder agaitist the Account and{or Collateral. Account: = o vt

 will be.responsible for 2% of thie Shortfall,, Bank will deduct Lendei's72% share of ‘the: Shorfall from Lender's furure Net-

E ‘Eamings.Notwithstanding the foregoing, ,al_I_Appi‘ovéd‘;n_vgsﬁn'ents._Shau-:bg. for theaccount: and r,i,sK.bf'Lehdér‘_.jn-aégoxdéng:s»Wi';ti .

fessandany -

o Artxcle IV, Paragraph Z(C) -

A eliance On- Certificates  and- Instructions. -Bank shall be entitled tq’ rely upon any- Cérﬁﬁc:_ug, -Writtén or Oral”. -

- forward to Bark Written Instructions confifming Oral Instnictions if such manmer so that such Writtén Instructions are received by .

Bank by the close of bisiness of the sa};’lé--'clayﬂtha't_'__s’ucil‘lj{oml» In;trucﬁo@';ziré-. gwen g Bank,Lerlde" ég;ieé,s'.that thé faczthat suchs

confirming Writtén Instructions are rioft_'_’rt:ceiycd:-Qr%'that.-cqn-t_tz_iry'msﬁilgﬁcijs, are received by Bank'shalkin no-way affact the validity' - -
3 ‘O_i‘_-fcf.nfqr'c:v_éabiliiy,i,of.”'thé'_"tra.‘r;s'act:io;is_ authorized by Lender. In. this regard,-the records’ of Bank.shall- be- presurmed. to reflect. -

; accurately any*Oral Instructions given by an Authorized Pérson or a _'pe_rs‘oxibel_iéve_zc_i,"byBgnk?-tg be an Authorized Person;, . - . -
.10, Disclosure of Account Tnformation: Tt is understood and agreed that Bank is authorized:ta supply any informiation
' regarding the Account or Collateral Account which'is required by any staute, regulation, fule or.ordernow or heredfter in effect. -

11 . S tatém'éngf Bankmﬂ'atleastmonﬂﬂy ﬁlmshLendermm 'sta__t'_éhwnt_'s.}claﬁh'g’lt'o Loanshereunder a

S a2 'A"‘F'c')'ri:eM‘ajeu.ré,l '_B:aﬁkshaﬁ'ﬁdt»bé“rﬁ‘spgr;sib'l’é‘Qr_li.'ablé;-foxj-jany fail.uife’ortdig:layfhi-.l.hé péiformaice o.fji_'LS;.-Obﬁgié,tiQns'_ PR

. undei-this- Agreement arising out. of, or: caused; directly ‘or indirectly, by ciréiimstances beyond its reasonable control,. including . -

- without lirfiftation, . acts® of God;- esrthquakes; ‘fires; floods;. wars; civil or.military disturbances; :sabotage; “epidemics;; riotsy )
} interrtiptions, loss “ar- malfinctions; of utilities, ‘transportation, corputer: (h»a;rdwaje.‘or"sqftiya.re)';’br:’;c‘o,rr'-imum_c’atioii;fscrviicg;ﬁ_ e
. accidents; labor disputes; acts.of civil or military authority; governmental-actions; or inability to obtain [abor;. material, equipment or -
.~ transportations it being understood that Bank'shall maintain adisaster recovery plan. A S

o 13 .-.In§ﬁfaﬁcg; Té the extent ihat_jLé:ndef'i‘r;curs aloss that may Be—c.:pv;:ed;-'by Bank's. Lnsurance,BaIﬂ(wﬂI ﬁmadaxm o -
ombebalf of Lender. .- 0 Tn T T et R TR T R P

Do _14.-"4{:, "NO_'Tmmliéd»DiJﬁgg..:B,ankéh'aﬂiﬁave:.no?duﬁés oriesp_‘oméibﬂiﬁés ﬁh’a_’fso‘ei)é_rect_ept"éuc‘h dunes zilnd'r»e'sbozﬁibﬂiﬁ'gsﬂ_—"' '-
. as.are specifically set forth in this Agrement,. and-no. covenant or obligation shall be implied against Bank-in corinection with this” . .
Agreement o L1 oa T TR T TS SO SR In, cornection with th

TERMINATION.

5~».".-'I.his'Ag‘1;e_ér'r'1én‘t '.may'bve‘ .t»ézrrri_ina'téﬂf-_lat..,_any nmebyelther party fﬁp'on~:'_c:ie!:jv'eijy w0 the otherpartv of awmteqnom:s‘- B
Specifying tHe date of such tc{r’rni_riaﬁ'_on,_'whichf_shaﬂ“bg notless than -30 days after the date of receipt of.suc.:h?go_t_icg;z Notwuhstandmg '
any such notice, this' Agreesment shall continue- in*full ‘force. and effect. with. respéct to. all Lodns outstanding on the date of .
fﬂ.’m‘rination:-' . L S e TR o » R T
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. ARTICLE VII
- M LLANE
. 1:' . QMIQ Lender agrees to furmsh to Bank anew. Ceruﬁcate in the event that any present Authonzed Person-

A _‘ceases to bean | Authorized Person of in the event that any other Authorized Persons are appointed-and authorized. Until such fiew " S

".-'Cerhﬁcate is. reeewed, Bank sha]l be fully protected in act:ng upon Oral, Instruchons or sxgnatures of the prese'lt Authonzed' '
~Persons : : o R N . . .

- - 2.-1 . NQ ggs (a) Any notice ¢ or other mstrurnent in wnhng, authonzed or requrred by thrs Agree*nent g be glveq to .
Bank, shall; be sufficienitly given if” addressed to Bank and received by it-at’ its ofﬁces at 101 Barday Street, New York, New Ygrk;' -
o 10286 Attenhon. Secunttes Lendmg Division, er at such other place as Bankmay frorn t:trne to tifne. desrgnate in wrmng :

D (b) Any nome oF other mstrument in: wntmg, authonzed of reqtured by thrs Agre._ment ta be glven to, Lender shau be.
N sufﬁc:tently given. if: addressed to Lender. and: recewed by it/at its offige. at P O Box 11778 Columbta, South Carohna 29211 -or at'-_
- sucly other pIace as. Lendermay frorn hme tor hme de51gnate in wnttng : o

frotri tune to txrne No fallure on. the part of Bank or Lender to exercrse, and no delav m eAercrsmg, any nght wﬂl operate as a-'-- -

waiver thereof, ndr will any single ot pa.rhal exermse by Bank or Lender of any nght preelude any other of future eAercrse thereof or - '_‘.
: the exercise of a.ny other nght : : . it

"

: 4 geverabrhtv In ease any prov151on m oF obhgatmn u.nder thrs Agre“ment shall be mvahd dlegal or, unenforceable." E : ,':
ini any JUIISd!CthH the, vahdtty, Iewahty and enforceabthty of the rernanung provisions-er obhgahons shall not in any way be affected. ¢

. oF unpa.tred thereby, and if- any provrston is mapphcable to any person oI crrcumstances ‘it shau nevertheless rernam apphcable to all, o
"other persons andcrreurnstances o S . o _ o

. p 5 - AEnttr A Tet ment Am ndmen‘ 7 Thrs Agreement represents the: enhre understandmg of the parhes here'o wrth.-
rega.rd to’ the. subject- matter contamed ,herem and may not: be amended or. modrﬁed in any rnanner encept by a wntten agreernent:'
executed by both parnes : . - ca e ol S RN o

- 6': _Spceessors and Assrqns Thrs Agreement sha!l e‘rtend to and shall be bmdmg upon the parttes hereto and therr"»- '

respective succéssors and ; assxgns, provrded, however that this Agre mentshall not be amgnable hy erther party Wxthout the vmtten o

1 conseqt ofthe other

7 Govermntt Law- Consent to Junschctmn Warver of Immurutv 'I'}us Agree'nent shall be construed in aceordance.-'

o with the laws:of the State of South Carelina. Lender and Bank hereby consent” to the _]unsdxcnon of a state or federal court srtuated . '

©in South Carolma in conneeuon wrth any drspute ansmg hereunder

’ 8 . No Thrrd Partv Beneﬁmanes In performmg hereunder Bank is. acung solely on behalf of Lender and no
conn'actual or service. relanonshrp shall be’ deemed to be estabhshed hereby hetween Bank and any other person i ‘

_ L9 Counteroarts Trus Agre ment may he exec uted in anv number of countefparts each of wh.tch s’raﬂ be dee'ned to;", _—
be an ongmal but such counterpans shall together conshtute only one rnstrument : '

o SIPA NOTIQE THE PROVISIONS OF THE SI:CURIT IES INVESTOR PROTECT ION ACT OF 19/0 MAY?"
NOT PROTECI‘ LENDER. WITH. RESPECT TO LOANS- HEREUNDER AND, THEREFORE THE COLLATERAL.‘

- DELIVERED TO BANK AS AGENT FOR- LE\IDER MAY, CONSTITUTE THE ONLY. SOURCE:OF SATISFACTIO\J OF A |

- BORROWER S OBLIGATION IN THE EVENT’ SUCH BORROWER FAILS 1O RET URN THE LOANED SECURITIES e
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IN WITNESS WHEREOF the partxes hereto have caused thls A reement o be executed by theu’ respectxve»_ ) » 'v

e corporeﬁ:e ofﬁcers thereunto duIy authorlzed as of the’ day and year ﬁrst above wntten S

e [Tmz STATE TREASURER
| OF THE STATE OF SOUTH CAROL]NA

@::Nm-e \fﬂu: Peesﬁb ;"
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Schedule I

o The State Treasurer of the State of S{)ui'h Carohna authom Bank to purchase : s B
L mvestments tbatmeet the: re:qmrements set forth hercm aﬁer, SR

B I Currency of Investments

.Bank is authonzed to invest in instraments whmh are denommated i the same.

o . Clll‘fency as the: cash collateral prcwded on a loan of secmues

,_II Approved Instruments DR

= 'Bank is authanzed to mvest in any of the msuuments below, sub,;ect to the hnutanons o A-' TR

contamed in ﬂus schedule

j xx Dlrect Govemment Obhgatlons
‘ .o, &8 US ‘

Eo : XX Obhgatmns of a Govemment Agcncy/[nstrumentahty

: xx US

L XX Obhgatlons of US Corporatmns

Assebbaekad Secuntles o

Repurchase Agreements collater_ahzed by

US Govemment Agencyﬂnsmnﬁenfahty Obhgatmns .
Mortgage-backed Securitiés. lssued by US Govermnent
Agency entahty SR .

s .III Crefht Quallty leltatlons

'-'Bank wﬂl hlmt 1ts mvestments to those whxch at the tune of purchase are. rated uot‘_ S
- lower thad the: Tatings' set forth below: by any “of the listed ‘rating: agencies, - These TR
credit’ criteria. shiall riot apply to- countérparties on. repmchase agreements butshall - .-

T apply to the: instruments: collaterahmng stich: repurchase agreements * wﬂl only o
- ..'accept repurchase: agreement collatcral of the types authonzed abovc S

£1/8V'd - 69TeErSEReTS 0L 26 86S pTE T GNEn oas aN. E{;l Bs:2r % 2. J.:)cu' o
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ShortTerm* . :LongTerm 3% -

S ’:"Moodyslnvestors Semce Tnic. 5 Y A3 i
- ;A'Standard&Poor sRa’ungsGmup A—1~ L A

S Matunty ofless than 13 months
L &% MahmtyoflS months crmore ‘ -

T | IV Interest Rate Rtsk/Investment and Laan Maxmum MaUmty Lv:mtatxons

Max Fma] Max Reset M_z_;x» We1 - A
© Maturity ~ ~ - Period -Avg;_l-;ﬂ-fe.-_, S

o -.'Fmd Rate Assets '?i . ¢ 90days R e Y
. Floating’ RateAssets. - -  3years. . . 3 months na
L ASSet»backed Secuntles 3 years : 13 manths 1 5 years

S Mammum Net We1ghted Average Days 10 chnce/Mahmty of the portfoho wﬂl nota_" L
s 4~_'exceed30 days L | e T

_.‘V Descnptlon of Instmmcnts

el .The mformanon set forth beluw is mtended to descnbethe types. of mveshnents e

e and transactions thatthe State. Treasurer of the-State of South-Carolina may authorize. . - -
s Bank to make or enter into on hls béhalf, Dependmg on the: actual electtons madeby -

' the- State: Treasurerof the State.of South Carolina, niot all of thc follomng mformahon EOPTEI

'may be relevant fo the services prowded th by Bank

US General Obh‘ atmns .
;Govennnent and backed: by the- fill ‘faithi and. credit of the US Government. These™

s _ sécurities iniclude, among’ others, all Treasmy secuntles as we]l a8 obhgauons of thci S

Govermnent Na’aonal Mortgage Assoclaﬂon

Obhgatmns of a US Govemment A A_enc or} Instmmantah'
‘issued: ot guaranteed by US Goveiniment agencies or mstrumantahnes ‘where the -

Means secuntxes 1ssued or: guaranteed by the US

Means obhgatlons o

"_mvestor st Iook to-the-issuing ot guaranteemg agency for ultimate. Tepayment; some: S

examples of ageneies” or instrumentalities-issuing these: obligations: are the Federal

" Farm.-Credit’ System, the " Farmers- Hoirie Adnnnmtrahon ‘the: Federal - Home Loan;__,, -

) f'.-Mortgage Corporatlon, and the Federal Nauonal Mortgage Assomanon

- FTATT ",sg-réi"gbzzraetvs'Dfi.'_?;éssaéai-‘.;ﬂa? GNB'I DEJS S N B:J Iq ar 95, gg _1_30 ' e
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A
u?

L ‘Regurchasc Ag&;eements Means repu:chase agreements w1th brokers dealers banks
-~ " or other counterparties. In a repurchase agreement, Bank' buys a sectrity on behalf of
.+ the Sfate, Tréasurer of the”State of South Carolina from a seller that has agreed‘to
. repurchase it ata mutually agreed date and price. ‘For certain purposes, a Tepurchase

- agicement may-also. be viewed as a fully collateralized loan of money to the seller of -

e the security, and for this reason, repurchase agﬁemenrs are generally used by Baiik as -

- alternatives to short-term bank deposits.- When entering into a. repurchase agreement
' Bank-will obtain securities with a market value at teast equal to_the' purchase price”

- . plus accrued interest, and- this. valie. will be- mmntamed throughc;ut the term of the o
Tepurchase agreement, Repurchase Agrce:ments may be in the form of collateral held o

-A by & third-party agent, prowdcd there iy a tri-party. custody agreemcnt SIgned by Bank; -
as agent -The State Treasu:er of the State of South Cerolina anfhorizes: Bank to enter

o tepurchase - agreements. which: are:.collateralized: by the types -of -collateral "

o authouze:d heremabova Any such collateral must sa’usfy the credlt cntena sct foﬁh

. :.herem

- Comorate Debt Obhgatmns Means commemal paper vanable tate: master demand

o ‘notes atid other: short-term- debt obhgatlons 1ssued” by US “corporations; “ineluding

o "_-corporatlons

-~ financing’ and bank’ holding companies. - Varidble: rate. master- demand. notes are:

- demand. obhgaﬂons that’ permit Bank £0. mvest ﬂuctuatmg amounts at: ﬂoatmg interest”

- irates, adjusted penodmally, pursuant to. anangcments between' the: issier: and Bank; :
" Corporate debt obhgatmns also mcludes notes bonds and debenturas 1ssued by US .

| -_'Asset-Backed Secunhes Means secmtles whmh du'cotly or mdlrectly represent a
‘participation in; or are “secured by and payable from, a stream. of ‘payments’ generated

- - by particular assets: such as motor vehicle or. credit card receivables... Asset-backed:
- securities’ prowde 'penodnc payments that gcneraﬂy consist of hoth: mtcrest and

L e prmcxpal paymeﬁté’ Consequently, the Tife of dn- asset~backed security varies with the
- prepayment expérience of the: underlymg debt msh‘uments Asset—backed ‘securities. -

L _'puxpose corporaﬁon

o j_Bank wﬂ] take mterest rate nsk on beh’_

- typically take the: form. of a.beneficial Interest in: specm!—purpose trist; 2 limited.

| ';'Pafmel'&’ﬂlp interest: Of commermal papcr or other dsbt scounnes 1ssued by a SpeCIalr SRR

| "}VI Deﬁmtwn of Matunty Lmntatxons |

i "af the State Treasuret of the State of Seuh”

S Carolina 1o the extent that Bank buys rmvéstments with matprities that dlffer_ from the. |
A f;matunnes of the Ioans funchng ‘suck investments a§ well as to the. extent. at.;seclmnes
' oL tsrm loans are hqmdated pnor to: thexr ﬁnal matunty TO mzmage mterest rate ﬂSk,

| ST/ATYA . ESTERPSTORTE 0L 78S B___@_é-t’ztf& @ '8 a N. 8 TS ar %Sz 10 -
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- Bemk wﬂl ensure that the dlﬂ"erence between the average welghtcd days to manmty of .
investments and the dverage: welghted days to maturity -of the loans funding such
- investments (i.e., the net wéighted average days to maturity) does not ‘excéed the .~
- limits spemﬁed herem:above ‘The nuimber of days ta maturity for gach investiment will - -~

N " bé based: on: the reprice date for ﬂoatmg rate assets and final maf:unty date for fixed f | o
. rateassets, In addman Bank: wﬂl hqmt ﬁna] mamnty of ﬂoatmg rate ASS6LS to ﬂw DR

‘ hrmtatmns specxﬁed heremabﬂve

i .,Bank wﬂl not purchase (1’_) any ﬂoaung rite obhgatlon (deﬁned to be a sccunty whose S

-+ ‘coupon’rate-resets atleast every six ‘months) having = final maturity, greater than the = - R
. limit specified heremabﬂve, (if) . any: fixed. rate: ‘obligation. having a final - maturity

ate. obhgahon having a maturity up to the-limit speciﬁed hercmabove xfhedgcd intoa.

o :-'greater than. the Hmit: speclﬁed heremabove, prbvided that Bank fndy pmhase a. ﬁxsd:".':"" N

e floating rate. obligation (whose coupon: resets. at. least every: §ik. months) haviaga:

" maturity not greater than the: limit, specxﬁed hereinabove, and. (m) any. asset-backed. -

o * seeurities-having a-weighted average expected life of a final maturity greater than the. - .~ L
- limit specxﬁed hereinabove.. There: are; no restncﬁons on the: matunty of obhgafmns S
L _}coﬂateralmngrepurchascagrccments T S RO

- V]I GovernmgLaw

N ’:Notmﬂlstandmg the forsgomg, aH mvestments made by the Bank O beha;lf of ﬂ:te; g

' . © . State Treasurer of the State of South Carolina shall comply- with Section:11-9-660-0f =
- the Code of Latws, 1976, as amended, and. any: successor” provisions: thereto.. Tn'the - -~

o "gvent of any conflict between the. pmwsxons of this Schedile. or the: Securities Lendmg- -

- Agreemént-and. Guaranty to Whlch 1t is: attached and the. aforcsaid the statuta thej
u_'}.*‘.statutesha]lconrrol - o B PR
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Exhibit B
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MORTGAGE BACKED SECURITIES PURCHASED BY BNY MELLON FOR

THE STATE TREASURER PURSUANT TO THE SLA !

Security Name

Accredited Mortgage Loan Trust 2006-2

Ace Securities Corp. Home Equity Loan Trust 2006-OPT2

.

1

Argent Securities Trust 2006-M1B 7

BNC Mortgage Loan Trust 2006-2
Carrington Mortgage Loan Trust 2006-FRE2
Carrington Mortgage Loan Trust 2006-NC2

CBASS Mortgage Loan Asset-Backed Certificates 2006-
CB8

CWABS Asset Backed Certificates Trust 2007-9
First Franklin Mortgage Loan Trust 2006-FF10
First Franklin Mortgage Loan Trust 2006-FF14
GSAA Home Equity Trust 2005-15

GSAA Home Equity Trust 2006-3

GSAA Home Equity Trust 2006-17

GSAA Home Equity Trust 2007-3 1

GSAMP Trust 2007-FM2

CUSsIP Tranche
00437NAB8 A-2
00441YABS A-2A
04012MAP4 A-2B
055683AB2 A-2
14454AAE9 A-5
14453FAB5 A-2
1248P1AB0  A-2A
12670FAB6  2-Al
32028HAF0 A-6
32027LAB1  A-2
362341D63  2-Al
362334BQ6  A-1
362257AA5  A-1
3622EAAA8 1A1A
3622MHAB2 A-2A

Purchase
Date

7/3/2006

10/30/2006

6/28/2006
10/30/2006
10/18/2006

6/21/2006

10/30/2006
6/8/2007
6/30/2006
9/25/2006
12/29/2005
2/24/2006
10/30/2006
2/23/2007

2/21/2007

! This list does not include Mortgage Backed Securities which had maximum final maturities of more than 3 years
and/or maximum weighted average lives of more than 1.5 years and were thus in violation of the SL.A at the time
of purchase and thereafter, but which have paid off prior to the inception of this litigation. The State Treasurer
intends to conduct discovery into damages relating to these securities and reserves the right to update and/or

supplement this list to add them.
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17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

GSAMP Trust 2007-NC1 T

HSI Asset Securitization Corporation Trust 2006-WMC1
Long Beach Mortgage Loan Trust 2006-5 §

MASTR Asset Backed Securities Trust 2006-HES
MASTR Asset Backed Securities Trust 2006-NC3
MASTR Asset Backed Securities Trust 2006-WMC2
Merrill Lynch Mortgage Investors Trust 2006-HE3
Merrill Lynch Mortgage Investors Trust 2006-HE6
Morgan Stanley ABS Capital I Inc. Trust 2006-HE7
Morgan Stanley ABS Capital I Inc. Trust 2006-NC5
Morgan Stanley ABS Capital I Inc. Trust 2006-WMC2 ¥
Morgan Stanley IXIS Real Estate Capital Trust 2006-2 §
Morgan Stanley Mortgage Loan Trust 2006-16AX
Nomura Home Equity Loan Inc. 2006-HE3

SASCO Mortgage Pass-Through Certificates 2006-BC2
SASCO Mortgage Pass-Through Certificates 2006-NC1
Saxon Asset Securities Trust 2006-2

Securitized Asset Backed Receivables LLC Trust 2007-
BR4

SG Mortgage Securities Trust 2006-FRE2

Soundview Home Loan Trust 2006-OPT5

SURF Trust 2006-BC5

3622MGAB4
40430MAB3
54251PACI
576455AA7
55275RABS
57644TAC2
590212AB2
59023XAB2
61750MAB1
61749BABY
61749KAB9
617463AP9
617487AB9
65536QAB4
86361GAB2
86260PAF4

80556XAD9

81378EAALI
784208AB6

83612CAC3

84751NABO

A-2A
A-1
-A-2

A-1

A-2A
A-21pt
A-21fpt
A-21pt
A-fpt
2-A-1

I-A-1

A-6

A-3B

A-2A
A-2A

I1-A-2

A-2A

Exhibit B
Page 2 of 3

2/20/2007
8/4/2006
6/15/2006
12/28/2006
12/28/2006
6/29/2006
6/22/2006
12/28/2006
10/31/2006
11/28/2006
6/28/2006
11/28/2006
10/31/2006
8/31/2006
8/30/2006
6/22/2006

6/7/2006

6/14/2007
7/13/2006

6/19/2006

11/28/2006



Exhibit B

Page 3 of 3
37 Structured Asset Investment Loan Trust 2006-BNC3 86361KAB3 A-2 8/25/2006
38 Structured Asset Investment Loan Trust 2006-4 86360WAC6 A-3 6/30/2006

T Indicates that the security was purchased by BNY Mellon for more than one account of the State Treasurer.
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