August 29, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmmingham, Alabama 35203

Atta; President of County Commission

Re; Standby Warrant Purchase Agreements and Related Forbearance
Agreements Between Jefferson County and Societe Generale, New York
Branch

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
October 1, 2002, among Jefferson County, Alabama (the “County™), The Bank of New
York, as Trustee (the “Trusiee™), JPMorgan Chase Bank, as liquidity agent (the
“Liquidity Agent™), and Societe Generale, New York Branch (the “Bank™), as liquidity
provider, relating to $147,600,000 Jefferson County, Alabama Sewer Revenue Refunding
Warrants Series 2002-C-6 (the “2002-C-6 Standby Agreement™); (b) the Standby Warrant
Purchase Agreement, dated as of May 1, 2003, among the County, the Trustee, the
Liquidity Agent, and the Bank, as liquidity provider, relating to $53,000,000 Jefferson
County, Alabama Sewer Revenue Refunding Warrants Series 2003-B-2 (the “2003-B-2
Standby Agreement”; collectively with the 2002-C-6 Standby Agreement, the “Standby
Apreements™); (¢) (i) the Forbearance Agreement and Reservation of Rights, dated as of
March 31, 2008, among the County, the Trustee, the Liquidity Agent, Financial Guaranty
Insurance Company (“FGIC™), Syncora Guarantee Inc,, formerly X1, Capital Assurance
Inc. (“Syncora™ and the Bank (as .amended by that certain First Amendment to
Forbearance Agreement and Reservation of Rights, dated as of April 15, 2008, the “2002-
C-6 Original For ce Agreement”) and (ii) the forbearance letters from the Bank to
the County dated May 13, 2008, May 30, 2008 and July 31, 2008, regarding the 2002-C-6
Standby Agreement and the 2002-C-6 Original Forbearance Agreement (the documents
described in this clause (¢} are referred to collectively as the “2002-C-6 Forbearance
Apreement™); and (d) (i) the Forbearance Agreement and Reservation of Rights, dated as
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of March 31, 2008, among the County, the Trustee, the Liguidity Agent, FGIC, Syncora,
and the Bank (as amended by that certain First Aroendmerit to Forbearance Agreement
and Reservation of Rights, dated as of April 15, 2008, the “2003-B-2 Original
Forbearance Agreement”) and (ii) the forbearance letters from the Bank to the County
dated May 13, 2008, May 30, 2008 and July 31, 2008, regarding the 2003-B-2 Standby
Agreement and the 2003-B-2 Original Forbearance ‘Agreement {the documents described
in this clause (d) are referred to collectively as the “2003-B-2 Forbearance Apreement”;
collectively with the 2002-C-6 Forbearance Agreement, the “Forbearance Agreements”).
Unless otherwise defined, capitalized terms are used herein as defined in the Forbearance
Agreements or the Standby Agreements, as apphcable

As you know, pursuant to the Forbea.rance Agreements the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreements, that interest has accrued and continues to accrue at the Default Rate on the
. Bank Warrents, and that all interest accrued at the Default Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008, May 1, 2008, June
2, 2008, July 1, 2008 and August 4, 2008 (the “Default Interest™) shall be due and
payable in full upon expiration of the Forbearance Period. Absent ¢arlier termination in
accordance with the terms thereof, the Forbearance Period under the Forbearance
Agreements will terrainate on August 29, 2008 as a result of the occumence of a
Forbearance Period Termination Event under clause (e} of Section 1 of the Forbearance
Agreements, . .

In recognition of the recently announced direct involvement of the Governor of
the State of Alabama to further the ongoing efforts to reach a consensual restructuring of
the County’s sewer related indebtedness, and as a further expression of the Bank’s
willingness to fully explore that mutual goal, the Bank will proceed as follows:
Notwithstanding the fermination of the Forbearance Period on August 29, but without
prejudice to the Bank’s right to exercise any of its rights and remedies at any time in the
exercise of its sole discretion, it is not the Bank’s current intent to exercise any such
rights and remedies in respect of the above referenced Bvents of Default prior to 5:00
p.m. (prevailiig Birmingham, Alabama. time) on September 30, 2008, provided that, (2)
each Other Liquidity Provider and each Swap Counterparty -continues to forbear, (b) on
September 2, 2008 the Bank reccives the interest payment on the Bank Warrants that has
accrued at the applicable Bank Rate (as such term is defined in the Standby Agreements),
and {(c) no other Forbearance Period Termination Event (except for those Forbearance
Period Termination Events set forth in subsections (a) and (f) of Section 1 of the 2002-C-
6 Original Forbearance Agreement and the 2003-B-2 Original Forbearance Agreement)
occurs. In addition, and notwithstanding anything to the contrary contained in the
Forbearance Agreements or the termination of the Forbearance Period on August 29,
2008, the Bank agrees that, effective upon the execution in counterparts of this letter by
the County, the Trustee, Syncora and FGIC, the Default Interest shall be due and payable
in full by the County on October 1, 2008. The Expiration Date (as such term is defined
in the 2003-B-2 Forbearance Agreement), shall not occur until the end of the Forbearance
Period; provided, however, that for purposes of the definition of *Bank Rate” in the
2003-B-2 Standby Agreement, the Expiration Date shall remain at April 23, 2008 as set
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forth in the 2003-B-2 Forbearance Agreement. Syncora confirms that the Bank Rate as
caleulated in conformity with the preceding sentence constitutes the Bank Rate for
purposes of the Municipal Bond Insurance Policy.

Please note that nothing contained in this letter is intended as or shall constitute an

alteration (except in respect of the change to the date of payment of the Default Interest),

waiver or release of any rights, remedies, claims, causes of action, or defenses by any of
the Parties in relation to the Standby Agreements, the Forbearance Agreements, the Bank
Warrants, the Bond. Insurance Policies, the other Related Documents, any and all
documents related thereto, or at law or in equity, and all such rights, remedies, claims,
causes of action, and defenses of the Parties are hereby reserved. Nothing contained in
this letter is intended to nor shall anything contained herein constitute an admission of
liability on .the part of any Party, nor shall anything contained in this letter enhance,
prejudice, or otherwise alier in any manner any Party’s rights, remedies, claims, causes of

.action, or defenses against any other Party or Person. Nothing contained in this letter

shall be deemed to waive any existing Events of Defaults, or relieve or release the County
or the Bond Insurers from any of their respective obligations, as applicable, under the
Standby Agrecments, the Forbearance Agreements, the Bank Warrants, the -Bond
Insurance Policies, or any Related Documents, or from the consequences of the existing
Events of Default or any other Event of Default. Except as set forth in the third
paragraph of this letter, this letter does not constitute an améndment or modification of
the Standby Agreement, the Bank Warrants, the Bond Insurance Policies, or any Related
Documents, and the terms and conditions of the Standby Agreement, the Bank Warrants,
the Bond Insurance Policies, and all Related Documents shall remain in full force and
effect. - No failure to exercise or delay in exercising any right or power shall preclude any
other or further exercise thereof, and nothing contained herein shall be deemed to
constitute an election of remedies.

Please further note that we have requested that the Trustee execute this letter for
the sole and limited purpose of indicating its consent to the extent that the third paragraph
of this letter constitutes an amendment {o the Standby Agreements requiring its consent.

_ Furthermore, the Trustee has not agreed to any amendment, waiver or supplement to the

Indenture or any Related Document (other than to the Standby Agreements as provided in
the third paragraph of this letter) and has not agreed to forbear from exercising any
remedy it has or may have under the Indenture or any other Related Document.

The execution, delivery and performance of this letter agreement by.cach
undersigned Bond Insurer does not contravene or couistitute a default under any statute,
regulation or rule of any governmental authority or under any provision of the respective
Bond Insurer’s organizational documents or any contractual restriction binding on such
Bond Insurer (including any agreement between such Bond Insurer and any reinsurer) or
require any authorization, consent, approval, exemption or license from, or any filing of
registration by any officers or other internal anthorities of such Bond Insurer or with.any
povernmental authority that has not been obtained. Syncora hereby ratifies and confirms
the Municipa! Bond Insurance Policy and its insurance, in accordance with the terms
thereof, of all payments of principal and interest on the Bank Warrants, subject, to the
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extent applicable, to the terms and conditions of the Stanklby Agreement, the Bank
Warrants, each Bond Insurance Policy, the other Related Documents, and any and all
documents related thereto, Each undersigned Bond Insurer hereby ratifies and confirms
the DSRF Insurance Policy issued by it, subject, to the extent applicable, to the terms and
conditions of the Standby Agreement, the Bank Warrants, each Bond Insurance Policy,
the other Related Documents, and any and all documents related thereto. Without limiting
the generality of the foregoing, as between each undersigned Bond Insurer, on the one
hand, and the Bank and the Trustee, on the other, neither the execution and delivery of
this letter agreement, nor performance hereunder, shall alter in any way (a) the rights of
the Bank or the Trustee, or the obligations of any undersigned Bond Insurer, under each
Bond Insurance Policy, nor constitute a defense to payment or release under any Bond
Insurance Policy, and each undersigned Bond Insurer expressty waives the benefit of any
rule of law or provision of any Related Document that would provide otherwise and (b)
the rights and/or defenses of any undersigned Bond Insurer, as such righis and/or

- defenses existed prior to the execution of this letter agreement, under the Standby

Agreement, the Bank Warrants, the Bond Insurance Policies, the other Related
Docurments, and any and all documents related thereto.

This letter shall take effect only upon execution and return to us of counterparts of
this letter executed by the County, the Bond Insurers, the Liquidity Agent and the
Trustee
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We look forward to contiruing to work cooperatively in an effort to achieve a
consensual restructuring of the County’s sewer related indebtedness, end of covrse, we
remain willing to discuss any issue with you at your convenience.

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By

Sincerely,

SOCIETE CGENERALE, NEW YORK
BRANCH

By:
Title:

Titde:

W GU. SURANCE COMPANY
= |

By e TR Y o

Tie o 7Vort 2sy Farbseradive
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SYNCORA GUARANTEE INC,, formerly
XL CAPITAL ASSURANCE INC,

BﬁMM
Title:

THE BANK OF NEW YORK MELLON,
formexly The BANK OF NEW YORK, as Trustee

By:
Titles

JPMCORGAN CHASE BANK, a8 Liquidity Agent

By,
Title:
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SYNCORA GUARANTEE INC., formerly
XL CAPITAL ASSURANCE INC.

By:
Title:

THE BANK OF NEW YORK MELLON,
formerly The BANK OF NEW YORK, as Trustee

o Junds

Title: Vice President

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Tide:
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SYNCORA GUARANTER INC., formarly
X1 CAPITAL ASSURANCE INC,

By:
Title:

THB BANK OF NEW YORK MELLON,
forsealy The BANK OF NEW YORK, us Trustse

By:
Title:

JPMORGAN CHASE BANK, as Liguidity Agent

o Ll ] e

Tille: GkecvTive TPlhesioe
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A REGIONS

- August 27, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Atrington Boulevard
Birmingham, Alabama 35203

Attn; President of County Commission

Re: Standby Warrant Purchase Agreement and Related Forbearance
Agreements Between Jefferson County and Regions Bank

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
October 1, 2002, among Jefferson County, Alabama (the “County™), The Bank of New
York, as Trustee (the “Trustes™), JPMorgan Chese Bank, as liquidity agent (the
“Liguidity Agent”), and Regions Bank (the “Bank™), as liquidity provider, refating to
$49,100,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants Series
2002-7 {as amended, supplemented or otherwise modified, “Standby Agreement™); and
(b)(f) the Forbearance Agreement and Reservation of Rights, dated as of March 31, 2008,
among the County, the Trustee, Financial Guaranty Insurance Company (“FGIC™,
Syncora Guarantes Inc., formerly known as XL, Capital Assurance Inc. (“XLCA™), the
Liquidity Agent and the Bank (as amended by that certain First Amendment to
Forbearance Agreement and Reservation of Rights, dated as of April 15, 2008, the
“Qriginal Forbearance Agreement”} and (ii) the forbearance letters from the Bank to the
County dated May 13, 2008, May 30, 2008 and July 31, 2008, regarding the Standby
Agreement and the Original Forbearance Agreement (the documents described in this
clause (b) are referred to collectively as the “Forbearance Apgreement”). Unless
otherwise defined, capitalized terms are used hercin as defined in the Forbearance
Agreement or the Standby. Agreement, as applicable. -

As you know, pursuant to the Forbesrance Agreement, the County has

acknowledged that Events of Default have ocourred and are continuing wnder the Standby
Agreement, that interest has accrued and continues to accrue at the Default Rate on the
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Bank Warrants, and that all interest accrued at the Defanit Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008, May 1, 2008, June
2, 2008, July 1, 2008 and August 4, 2008 (the “Defanlt Interest™) shall be due and
payable in full upon expiration of the Forbearance Period. Absent earlier termination in
accordance with the terms thereof, the Forbearance Period under the Forbearance
Agreement will terminate on August 29, 2008 as a result of the occurrence of -a
forbearance period termination event under clause (e} of Section 1 of the Forbearance
Agreement, . L :

In recognition of the recently announced direct involvement of the Governor-of
the State of Alabama to further the ongoing efforts to reach a consensual restructuring of
the County’s sewer related indebtedness, and as e further expression of the Bank’s
willingress to fully explore that mutual goal,- the Bank. will proceed as follows:
Notwithstanding the termination of the. Fotbearance Period on August 29, but without
prejudice to the Bank’s right to exetcise any of its rights and remedies at any time in the
exercise of its sole discretion, based upon the ocowrsnce of a Forbearance Period
Termination Bvent, the existence of an Event of Default, or otherwise, it is not the Bank’s
current intent to eXercise any such rights and remedies in respect of the above referenced
Events of Default prior to 5:00 p.m. (prevailing Birmingham, Alabama time) on
September 30, 2008, In addition, and notwithstanding anything to the confrary contained
in the Forbearance Agrecment or the termination of the Forbearance Period on August
29, 2008, the Bank agrees that, effective upon the execntion in counterperts of this letter
by the County, the Trustee, XLCA and FGIC, the Defanlt Interest shall be due and
payable in full by the County on October 1, 2008. ~ C

Please note that nothing contained in this letter is intended as or shall constitute an
 alteration {except in respect of the change to the date of payment of the Default Interest),
‘waiver or release of any rights, remedies, claims, causes of action, or defenses by any of
the Parties in relation to the Standby Agreement, the Forbearance Agreement, the Bank
Wartants, the Bond Insurance Policies, the other Related Documents, any and alf
documents related thereto, or at law or in equity, and afl such rights, remedies, claims,
causes-of action, and defenses of the Parties are hereby reserved. Nothing contained in
this letter is intended to nor shall anything contained herein constitute an admission of
Hability on the part of any Party, nor shall anything contained in this letter enhance,
prejudice, or otherwise alter in any manner any Party’s rights, remedies, claims, causes of
action, or defenses against any other Party or Person. Nothing contained in this letier
shall be deemed to waive any existing Events of Defaults, or relieve or release the County
or the Bond Insurers from any of their respective obligations, as. applicable, under the
Standby Agreement, the Forbearance Agreement, the Bank Warrants, the Bond Insurance
Policies, or any Related Documents, or from the consequences of the existing Events of
Default or any other Event of Default, Except as set forth in the third paragraph of this
letter, this letfer does not constitute an amendment or modification of the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, or any Related Documents,
and the terms and. conditions of the Standby Agreement, the Bank Watrants, the Bond
Insurance Policies, and afl Related Documents shall remain in full force and effect. No
failure to exercise or delay in exercising any right or power shall preclude any other or
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further exercise thereof, and nothing contained herein shali be deemed to constitute an
¢lection of remedies. ‘

Please further note that we have requested that the Trustee execute this letter for
the sole and limited purpose of indicating its consent fo the extent that the third paragraph
of this letter constitutes an amendment to the Standby Agreement requiring its consent.
Furthermore, the Trustee has not agreed to any amendment, waiver or supplement to the
Indenture or any Related Document (other than to the Stendby Agreement as provided in
the third paragraph of this letter) and has not agreed to forbear from exercising any
rergedy it has or may have under the Indenture or any other Related Document.

The execution, delivery and performance of this letter agreement by each
undersigned Bord Insurer does not contravene or constitute a defanlt under any statute,
regulation or rule of any governmental anthority or under any provision of the respective
Bond Insurer’s organizational documents or any contraciual resiriction binding on such
Bond Insurer (including any agreement between such Bond Insurer and any reinsuver) or
. require any authorization, consent, approval, exemption or license from, or any filing of
registration by any officers or other internal authorities of such Bond Insurer or with any
governmental authority that has not been obtained. XL.CA hereby ratifies and confirms
the Municipal Bond Insurance Policy and its insurance, in accordance with the terms
thereof, of all payments of principal and interest on the Bank Warrants, subject, 1o the
extent applicable, to the terms and conditions of the Standby Agreement, the.Bank
‘Warrants, each Bond Insurance Policy, the other Related Documents, and any and all
documents related thereto. Each undersigned Bond Insurer hereby ratifies and confirms
the DSRF Insurance Policy issued by it, subject, to the extent applicable, to the terms and
~ conditions of the Standby Agreement, the Bank Warrants, each Bond Insarance Policy,

tbe other Related Documents, and any and all documents related thereto, Without limiting
the generality of the foregoing, as between each undersigned Bond Insurer, on the one
hand, and the Bank and the Trustee, on the other, neither the execution and delivery of
this letter agreement, nor performance herevnder, shall alter in-any way (8) the rights of
the Bank or the Trustee, or the obligations of any undersigned Bond Insurer, under each
Bond Insurance Policy, nor constifute a defense to payment or release under any Bond
Insurance Policy, and each undersigned Bond Insurer expressly waives the benefit of any
rule of law or provision of any Related Document that would provide otherwise and (b)
the rights and/or defenses of any undersigned Bond Insurer, as such rights amd/or
defenses existed prior to'the execution of this Jetter agreement, under the Standby
Agreement, the Bank Warrants, the Bond Inswance Policies, the other Related
Documents, and any and all documents related thereto. : o

This letter shall take effect only upon execution and retum fo us of counterparts of
this letter executed by the Comnty, the Bond Insurers and the Trustee. S
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We look forward to continuing to work cooperatively in an effort to achieve a
consensual restructuring of the County’s sewer related indebtedness, and of course, we
remain willing to discuss any issue with you at your convenience.

Sincerely,

REGIONS BANK

By: 72 MTW 4

Tide: ek Preseel

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

- vﬁmmmm

Title: PRESlDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

SYNCORA GUARANTEE INC,,
formerly known as XL CAPITAL ASSURANCE INC.

By:
Title:
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We look forward to continuing ® work cooperatively in an effort to achieve &
consensual restructuring of the County’s sewer related indebiedness, and of covrse, e
remain willing to discuss any issue with you af your convenience,

Sincerely,

REGIONS BANK

oy T P2y P

Tile: Lk Pres velewi)

CONSENT AND AGREE;
JEFFERSON COUNTY, ALABAMA

By
Title:

W INSURANCE COMPANY

By: oo 7AY T 7o
TltlBA’dﬂ'ﬂF/ZfJ ReltcesnTive

SYNCORA GUARANTEE INC,,
formerly known as XL CAPITAL ASSURANCE INC.

By:
Titler
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We look forward to continuing to work cooperatively in & effort to achicve &
mmsuﬂm&umuingofmecmsmmlatedhmbwdm,amiofmum,wa
temein willing to discuss any issue with you a8 your convenience.

- Sincerely,

REGIONS BANK

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

SYNCORA GUARANTEE INC,,
formerly known as XL CAPITAL ASSURANCE INC,

W:Tﬁ;/ 757644'/
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August 27, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attn: President of County Commission

Re: Standby Werrant Purchase Agreements and Related Forbearance
Agreemerits Between Jefferson County and Lioyds TSB Bank PLC

Ladies and Gentlemen;

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
October 1, 2002, among Jefferson County, Alabama (the “County™), The Bank of New York, as
Trustee (the “Trustee™), JPMorgan Chase Bank, as liquidity agent (the “Liguidity Agent”), and
Lloyds TSB Bank PLC (the “Bank™), as liguidity provider, relating to $105,000,000 Jefferson
County, Alabama Sewer Revenue Refunding Warrants Series 2003-B-7 (the -B-7
Agreement”); (b} the Forbearance Agreement and Reservation of Rights, dated as of March 31,
2008, among the County, the Trustee, Financial Guaranty Insurance Company (“FGIC™,
Syncora Guarantee Inc. (formerly XL Capital Assurance Iac., “Syacora™), the Liguidity Agent
and the Bank (as amended by that certain First Amendment to Forbearance Agreement and
Reservation of Rights, dated as of April 15, 2008 (as so amended, the “2003-B-7 Original
Forbearance Agreement™); and (c) the forbearance letters from the Bank to the County dated
May 14, 2008, May 30, 3008 and July 31, 2008, regarding the 2003-B-7 Original Forbearance
Agreement (the documents described in this clause (c) are referred to collectively as the “2003-
B-7 Forbearance Agreement”). Unless otherwise defined, capitalized terms are used herein as
defined in the Forbearance Agreement or the Standby Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has acknowledged that
Events of Default have occurred and are continuing under the Standby Agreement, that interest
has accrued and continues to acerue at the Default Rate on the Bank Warrants, and that all
interest accrued at the Default Rate on the Bank Warrants in excess of the amount paid by the
County to the Bank on April 1, 2008, May 1, 2008, June 2, 2008, July 1, 2008 and August 4,
2008 (the “Unpaid Interest”) shall be due and payable in full upon expiration of the Forbearance
Period. Absent earlier termination in accordance with the terms thereof, the Forbearance Period
under the Forbearance’ Agreement will terminate on August 29, 2008 as a result of the
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occurrence of a forbearance period termination event under clause (e} of Section | of the 2000-3-
B-7 Forbearance Agreement.

In recognition of the recently announced direct involvement of the Governor of the State
of Alabama 1o further the ongoing efforts to reach-a consensual restructurmg of the County’s
sewer related indebtedness, and as a further expression of the Bank’s willingness to fully explore
that mutual goal, the Bank presently intends to proceed as follows: Notwithstanding the
termination of the Forbearance Period on August 29, 2008, but without prejudice to the Bank's
right to exercise any of its rights and remedies at any time in the exercise of its sole discretion, it
is not the Bank's current intent to exercise any-such rights and remedies in respect of the above
referenced Events of Default prior to '5:00 p.m. (prevailing Birmingham,. Alabama time) on
Septernber 30, 2008. In addition, and not\wthstandmg anything to the contrary contained in the
Forbearance Agreement or the termination of the Forbearance Period on August 29, 2008, the
Bank agrees that, effective upon the execution in counterparts of this letter by the County, the
Trustee, the Liquidity Agent, Syncora and FGIC, the Unpaid Interest shall be due and fayable in
full by the County on October 1, 2008 and that for the purposes of the due date of the payment of
the Unpaid Interest, the Expiration Date shall not occur until October !, 2008; provided,
however, that for purposes of the definition of “Bank Rate” in the Standby Agreement, the
Expiration Date shall remain.at April 23, 2008 as set forth in the Forbearance Agreement,
Syncora confirms that the Bank Rate as calculated in conformity with the preceding sentence
constituies the Bank Rate for purposes of the Municipal Bond Insurance Policy.

Please note that nothing contained in this letter is intended as or shall constitute an
alteration (except in respect of the change to the date of payment of the Unpaid Interest), waiver
or release of any rights, remedies, claims, causes of action, or defenses by any of the Parties in
relation to the Standby Agreement, the Forbearance Agreement, the Bank Warrants, the Bond-
Insurance Policies, the other Related Documents, any and all documents related thereto, or at law
or in equity, and all such rights, remedies, claims, causes of action, and defenses of the Parties
are hereby reserved, Nothing contained in this letter is intended to nor shall anything contained
herein constitute an admisston of liability on the part of any Party, nor shall anything contained
in this letter enhance, prejudice, or otherwise alter in any manner any Party’s rights, remedies,
claims, causes of action, or defenses against any other Party or Person. Nothing contained in this
letter shall be deemed to waive any existing Events of Defaults, or relieve or reiease the County
or the Bond Insurers from any of their respective obligations, as applicable, under the Standby
Agreement; the Forbearance Agreement, the Bank Warrants, the Bond Insurance Policies, or any:
Related Documents, or from the consequences of the existing Events of Default or any other:
Event of Default. Except as set forth in the third paragraph of this letter, this letter does not
constitute an amendment or madification of the Standby Agreement, the Bank Warrants, the

Bond Insurance Policies, or any Related Documents, and the terms and conditions of the Standby

Agreement, the Bank Warrasts, the Bond Insurance Policies, and all Related Documents shall
remain in full force and effect. No failure to exercise or delay in exercising any right or power
shall preciude any other or further exercise thereof, and nothing contained herein shall be
deemed to constitute an election of remedies,

Please further note that we have requested that the Trustee execute this letter for the sole
and limited purpose of indicaling its consent to the extent that the third paragraph of this letter



constitutes an amendment to the Standby Agreement requiring its consent. Furthermore, the
Trustee has not agreed to any amendment, waiver or supplement to the Indenture or any Related
Docurment (other than to the Standby Agreements as provided in the third paragraph of this
letter) and has not agreed to forbear from exercising any remedy it has or may have under the
Indenture or any other Related Document,

The execution, delivery and performance of this letter agreement by each underSIgncd
Bond Insurer does not contravene or constitute 2 default'under any statute, regulation or siile of
any governmental authority or under dny provision of the . respective Bond Insurer's
organizational documents or any contractual restriction bindmg on such Bond Insurer (including
any agreement between such Bond Insurer and any ieinsurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration by any officers or
other internal authorities of such Bond Insurer or with any governmental authority that has not
been, obtained. Syncora hereby ratifies and confirms the Municipal Bond Insurance Policy and
its insurance, in accordance with the terms thereof, of all payments of principal and interest on
the Bank Warrants, subject, to the extent applicable, to the terms and conditions of the Standby
Agreement, the Bank Warrants, each Bond Insurance Policy, the other Related Documents, and
any and all documents related thereto. Each undersigned Bond Insurer hereby ratifies and
confirms the DSRF Insurance Policy issued by it, subject, to the extent appiicable, to the terms
and conditions of the Standby Agreement, the Bank Warrants, each Bond Insurance Policy, the
other Related Pocuments, and any and al! documents related thereto. Without limiting the
generality of the foregoing, as between each undersigned Bond Insurer, on the one hand, and the
Bank and the Trustee, on the other, neither the execution and delivery of this letter agreement,
nor performance hereunder, shall alter in any way (a) the rights of the Bank or the Trustee, or the.
obligations of any undersigned Bond Insurer, under each Bond Insurance Policy, nor constitute 3
defense to payment or release under any Bond Insurance Policy, and each undersigned Bond
Insurer expressly waives the benefit of any rule of law or provision of any Related Document
that would provide otherwise and (b) the rights and/or defenses of any undersigned Bond Insurer,
as such rights and/or defenses existed prior to the execution of this letter agreement, under the
Standby Agreement, the: Bank Warrants, the Bond Insurance Policies, the other Related
Documents, and any and all documents related thereto.

This letter shall take effect only upon execution and return to us of counterparis-of this.
letter executed by the County, the Bond Insurers, the Liquidity Agent and the Trustee.
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We leck forward to continuiﬁg to work cooperatively in an effort to achieve a consensual

restructuring of the County's sewer related indebtedness, and of course, we remain willing to
discuss any issne with you at your convenience.

Sincerely,

LLoyps TSE BANK PLC

o O, OIS

Title: Vs PRSI
-"": minaae- ST

o »
MaeDe

ERR ! 1

CONSENT AND AGREE:

JEFFERSON COQUNTY, ALABAMA : ..

PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, as Liquidity Agent

By:

Title
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We Iookfo:wardmmntmnngwwuﬂ:wopaanﬁlymmcﬂ‘onm achieve a consensual
rwtmcmring of the County’s sewsr related indebtedness, and of course, we remain williog to
discuss any isste with you al your copvenieics.

Sincerely,

Lioyps TSEBANKPLC

W INSURANCE COMPANY

By: Zzate ZHY. 74 Tz
e g o eerety A farsteriiva

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, a5 Liquidity Agent -

By:
Title
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restructucing of the Wammimbm-mdofm ws Temuin willing to
discuss mmy jssue with you at yorr convens

Sincerely,
Liovps TSBBANK PLC

CONSENT AND AGRER: . ', "
JEFFERSON COUNTY, ALABAMA: -+ \
- - ¥, H Lo
W
By: l
Titte:

FINANCIAL GUARANTY INSURANCE COMPANY

By .
TFitle

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, as Liguidity Agent

o LI (i

e SXEC/TIVE DIRECTOE

R o——




SYNCORA GUARANTEE INC., formery XL
CAPITAL ASSURANCE INC.

Tite:

THE BANK OF NEW YORK MELLON,
formerly The Bank of New York, as Trustes

By:
Tide:




XL CAPITAL ASSURANCE INC,

- By
Title: |

THE BANK OF NEW YORK MELLON,
formetly The Bank of New Yoﬂf.. as Trustes

.-By:' W}% .

Title:

Ve BREG DENT
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August 27, 2008

Jeﬁ'wwn'Comy, Alzbama
Courthouse

716 Richard Arrington Boulevard
Birmingham, Alebama 35203
Attn: President of County Commission

Re: Standby Warrant Purchage Agreements and Related Forbearance
Agreements Between Jefforson County znd JPMorgan Chase Bank

Ladies and Gentlemen:

Reference iy made to (a) the Stndby Werrent Purcheze Agreewent, dated as of
February 1, 2002, amang Jefferson County, Alabama (the “County™), The Bank of New
York, as Trusteo (the “Trugtee™), and JPMorgan Chase Bank (the “Bank™, as liquidity
provider, relating to $110,00,000 Jefferson Couvnty, Alsbams Sewer Reverme Copitel
Troprovement. Warrants Series 2002-A (the “2002-A, Standby_Agreement™; (1) the
Standby Warsant Purchase Agreement, dated as of October 1, 2002, among the Coumty,
the Thastee, JPMorgan Chese Benk, as lguidity agent (the “Ligmidity
Agent”), and the Bank, e liquidity provide, relating to $73,700,000 Jefferson County,
Alsbams Sewer Revenne Refinding Warrants Series 2002-C-2 (the A
Apreement”; collectively with the 2002-A Simndby Agreement, the “Stapdby
Agreements™): (¢} () the Forbearance Agreement and Reservation of Rights, dated as of
March 31, 2008, among the Comnly, the Trustee, Financial Guaranty Ingarance Company
(“EGIC™), Syacora Guarantes Fng (formesty XTI, Capital Assurance Inc., “Syncora™) and
the Bank (as amended by that cestain First Amendment to Forbearance Agresment and
Reservation of Rights, dated as of April 15, 2008, the “2002-A Original Forbearance
Agreerneni™ and (i) the forbearance letters from the Benk to the County dated May 13,
2008, May 30, 2008 and July 31, 2008, regarding the 2002-A Standby Agreement und the
2003-A0ﬂgma!?mbmAammm{ﬂ:edooummtsdcsuibodhthmdm(c)m
referred to colfectively s the “200/ B cement™; and (@) (D the
Forbmmue&gtemnemandkewvaﬁon ofRzghts datedasat‘ Mmh 31, 2008, among
thernnty,t[w'I‘mstee,FGIC,Syneora,!lwhquldatyﬁxgentanﬂﬂwﬁmk(asmded
by that certain Pirst AmmdmmttoFoxbeamco Ammtmdkmvaﬁon of Rights,




datod as of April 15, 2008, the “2002.C-2 Original B e Apreement™) and (i) the
ﬁarbeamnnelettasﬁ'omtheﬁanktotheComydMMay 13 2008,May30 2008 and
July 31, 2008, regarding the 2002-C-2 Standby Agroement and the 2002-C-2 Oxiginal
Forbearanss Agrecraent (the dommenis ﬁesm‘bad in thiz clause (d) are reforred to
collectively as the “2002-C-2 Forhesrance Agreement”; collectively with the 2002-A
Forbearance Agreemnent, the “Fogbear preements”),  Unless otherwise defined,
capMimdmmmwedhmmdcﬁndmtheForbwmAgrmnﬂorthe
Standby Agreemeants, ag applioshle,

. As yon know, puwsuant to the Forbeammre Agreements, the County has
acknowledged thet Events of Definilt have occurred and sre continuing under the Standby
Agreements, that interest has accrued and continues {0 acores at the Default Rats on the
Bank Warrants, and that all intercst acerved at the Default Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008, May 1, 2008, June
2, 2008, July 1, 2008 end Avgust 4, 2008 tﬁewmwmm
payable in foll upon expitation of the Forbearatnce Period, Abscnt earlier termination in
accordance with the terme thersof, the Porbearance Period wmder the Forbearance
Apreements’ will tenminete on August 29, 2008 a5 a result of the occurtence of a
forbesrance period termination event under clanse (o) of Sectior | of the Fotbemrance
Agreements,

In recoguition of the recontly announced direct involvement of the Governor of
the State of Alabama to farther the ongoing efforts to reach & consensus} restructuring of
the County’s sewer related indebtedness, and as # further expression of the Bank’s
willingness to fully explore that mutual goal, the Bank will proceed as follows:

Notwithstanding the tetmination of the Forbearance Fetiod on Asgust 29, but without
wdmmmewsmmmmyﬁm@mmmwumymmh
exercise of jts sole discretion, it is xot the Bank's cument intent o exerciee any such
Tights and remedies in respect of the rbove refersucid Events of Defianlt prine to 5:00
p.m.(pawuhngBmmgham,A]abmaﬁme}onScptemberJﬂ 2008, ¥a addiion, and

notwithstending anything to the contrary contained to the Forbéarance Agreements or the
termination of the Forboarancs Period on Angnst 29, 2068, the Bank agrees that, effective
uponfhecxwuhunmcomtetpmcfmulcﬁahyﬂ:u%unty the Trustee, Syncora and
FCIC,&cDufadthmestahaﬂbed!mandpayabhmﬂubyﬂae County on October 1,
2008.

Plezge note that nothing contained in this letter i5 intenided a3 o shall constinge an
alteration (sxcept in respect of the changetomedmeofpa;meﬁtofi!n})aﬁﬂtlnm),
waidver or releass of any rights, remedies, claims, causés of action, or defenses by any of
the Parties in relation to the Standby Agresments, the Forbearmee Agreemesis, the Bank
Wamants, the Bond Insurance Policies, the other Reluted Documents, sny and’ all
documents related thereto, or at law or in equity, anii’sll such riphts, remedice, clains,
canses of action, and defenses of the Parties are beieby reserved. Nothing contained in
thlslcttcrummndedtonorshn}lanyﬂnng contaired erein constitwe an admission of
lmba]:ty on'the part of any Party, not sha!l anyth.ng con*.alno:l in this lcw:r cnhance,

FO9600-DIEI-JISITIOLINETIA -
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prejudice, or otherwise alter in any menner any Party's rights, remedies, claims, causes of
eetion, or dofenses against any other Party or Person. Nothipg conteined in this leter

hall be deemed to walve any existing Eveats of Defanhis, or reieve or release the Coumty

or the Bond Insurers from any of their rospective obligations, as applicable, under ths
Standby Agreements, the Forbearsmce Agresments, the Bank Wamants, the. Bond

Jnsurance Policies, or any Related Documeats, or from the consequences of the existing
- Events of Default or any otfwic Event of Default, Except as set forth in the third

peragraph of thig leiter, this letter does ot constitute an amendment or modification of
the Standby Agresment, the Bank Warrants, the Bond Insurence Policies, or any Related
Documeants, and the terms znd conditions of the Standby Agroement, the Bank Wenzarts,
the Bond Insurance Policies, and all Related Docurients shall mémain in fll forcs and
effect. Nufmlmwmscordahymmrdsinganyngbtorpowshauprecluduqy
oﬂmorﬁnﬂwrmwetbmoﬁandmﬂmgwntmuedhudnshaﬂbedemedm
congtitute e ¢lection of remedics.

Please further note that we have requested that the Trustee executs this leter for
the sole and Jimited purpose of indicating its consent to the cxtent that the third paragraph
of this letter constitutes an amendment to the Standby Agreements requiring its consent,

. Furthemaoro, the Trostee has not agreed to any amendment, walver or supplement to the
. Indenturs or any Related Document (other than to the Standby Agreenzents as provided in

the third paragraph of fiis Jetter) and has not agreed to forbear from exercising any
remedy it bas or may have under the Inderture or any other Related Document.

Thaa:m:ﬁon,dehvuyandpnfommofﬁuﬂmw&ym
wndersigned Bond Insurer doez not contravene or constitute & defunli under auy statute,
regulation or rule of any govertrental suthorlty or wader any provision of the respective
Bond Insurer's organizational documents or any contractoa] restriction binding em such
Bond Insurer (licluding ainy agreement between such Bond Insurer end wry reinsurer) or
réquire any suthorizetion, consert, approval, exempticn or Heenss from, o any filing of
mgsmﬂmbymyoﬁmmo&um&mﬂaﬂhmﬁaofmwbhnﬂhmww&hmy
govemnmenta) avthority that has not been obtained, ‘Syncor hereby ratifies and confirms
the Municipal Bond Insurence Policy 2nd its fnsusance; in accordance with the terms
theveof, of all payments of principal and interest on thé: Bank Weirrants, subject, to the
extent appliceble, 1o the terms énd conditlons of the Stendby Agresmmnent, the Bank
Warranis, each Bond Insurance Policy, the other Related Docmnerits, and aty and all
docunients related thereto, Each undersigned Bond Insurer heveby ratifies and confirms

. the DSRF Insurance Policy issued by i, subject, to o extens agplichble, 0 the terms end

conditions of the Standby Agreement, the Bank Warrants, each Bonid Insurance Policy,
the other Relsted Documents, and any dnd ! documents related thereto, Withont limiting |
the generality of the foregoing, 83 betwesn each underilimed Bond Tnsurer, on the one
‘hand, and the Bank and the Trustee, on the other, neither the execntion and delivery of

this Jetter agrecwent, nor porformencs hereunder, shal} slter in any way (a) the vights of -
the Bank or the Trostee, or the obligations of any undetsigned Bond Ingurer, under cach
Bond Insurance Policy, nor constituts a defenss to payment o release under any Bond
Insuratice Policy, and each vndersigned Bond insuver expressly waives the benefit of any
ruls of law or provision of any Related Dosumnent that would provide dtherwise and (b)

S07600-C3EI-00864-RY 0 TFE5TI A



thcng,hr.s and/or defenses of any undessignad Bond Insurer, g3 such rights and/or
defisnses existed prior to the execution of this letler agreement, wnder the Stendby

. Agreement, the Bank Warrants, the Bond Insurance Policics, the other Related
. Documents, and any and all documents related thareto.

. This letter shall take effoct only upon exesution snd refuen to us of comyterparts of
this letter executed by the County, the Bond Tnsurers and the Trustes, '

.

FG00-U-00MGEHYOLIATIRA




‘We look fooward to. continning to work cooperatdvldy Inan effort to achicve &
consempal rostrotynioy of e s storer pelpted Enrinbtodness, sind of cousy, ws
Temabzwilting 1o dsenss koy isme with yon s yowr covenlensa,

Bincerely,
TEMORGAN CHASE BANE

bl (o

e eYECUTNE PrerToR-

OUNSENT AND AGREE;
JEFFERSON OOUNYY, ATABAMA

ESIDENT

FIRANCIAL SUARANTY INSURANCE COMPANY

By: .
Tile

SYNCORA GUARANTEE INC., formedy XL
TAPITAL ASSURANCE INC,




We look Exrwacd to contimuiog fo work cooperatively dn m effort to acieve 2
consenyal restroctoning of the 5 sewss related indsttedoess, #nd of couris, wo
temain willing lo disouss suy deue Wi Fou ab your coovenionos,

Bimoorely,
TPMORGAN CHASE BANK

il 0.

e ZYeCUTWE PIECTOR-

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By:
Titles

24/ S

By it 2 vy 7a I
™ Sy 7Rk r2sy HrrReesaT g

SYNCORA GUARANTEY RNC., formerly XL
‘CAPITAL ASSURANCE INC.

By
Title:
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We look Srrward. to contimving to work sooperatieely in an effort to achicve a
consenyusl resituctuting of the County's sewver yeloted indcdtednesss, and of eourse, we
realn willing to discuss xoy issoe with you &t your convenicoce,

CONSENT AND AGREE:
JEPFERSON COUNTY, ALABAMA

Br:
Tille:

FINANCIAL (FUARANTY INSURANCE COMPANY

By:

T Tk

SYNCORA GUARANTER INC, formedy XL
CAPITAL ABSURANCE INC,

By:
Titles




THE BANK OF NEW YORK. MELLON, :
formerdy The BANE OF NEW YORK, as Trustes

e LTS

Title: Vice Premdent
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THE BANK i_C)F NEW YORK MELLON
August 29, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attn;: President of County Commission

Re: Standby Warrant Purchase Agreement and Related Forbearance Agreement
Between Jefferson County and The Bank of New York Mellon

Ladies and Gentlemen:

Reference is made to (2) the Standby Warrant Purchase Agreeroent, dated as of May |,
2003, among Jefferson County, Alabama (the “County”), The Bank of New York Mellon,
formerly known as The Bank of New York, as Trustee (the “Trustee’™), The Bank of New York
Mellon, formerly known as The Bank of New York (the “Bank™), as lquidity provider, and
JPMorgan Chase Bank (the “Liguidity Agent™), as liquidity agent, relating to the County’s Sewer
Revenue Refunding Warrants, Series 2003-B-3 and Series 2003-B-4 (the “Standby Agreement™);
and (b) the Forbearance Agreement and Reservation of Rights, dated as of March 31, 2008,
among the County, the Trustee, Financial Guaranty Insurance Company (“EGIC”), Syncora
Guarantee Inc., formerly known as XL Capital Assurance Inc. (“Syngora™), the Liguidity Agent,
and the Bank, as amended by that certain First Amendment to Forbearance Agreement and
Reservation of Rights, dated as of April 15, 2008, and the letter agreerents relating thereto
among the Bank, the County, and the other parties thereto, dated as of May 13, 2008, May 30,
2008, and August 1, 2008 (collectively, the “Forbearance Agreement”). Unless otherwise
defined, capitalized terms ave used herein as defined in the Forbearance Agreement or the
Standby Agreement, as applicable. -

As you know, pursuant to the Forbearance Agreement, the County has acknowledged that
Events of Default have occurred and are continuing under the Standby Agreement, that interest
has accrued and continucs {0 accrue at the Default Rate on the Bank Warrants, and that all
interest accrued at the Default Rate on the Bank Warrants in excess of the amount paid by the
County to the Bank on April 1, 2008, May 1, 2008, June 2, 2008, July I, 2008, and August 4,
2008 (the “Unpaid Default Interest”) shall be due and payable in full upon expiration of the
Forbearance Period. Absent earlier termination in accordance with the terms thereof, the

OHS West260498985.)



Forbearance Period under the Forbearance Agreement will terminate on August 29, 2008 as a
result of the occurrence of a forbearance period termiration cvent under Sectlon I(e) of the
Forbearance Agreement. .

In recognition of the recently announced direct involvemerit of the Governor of the State
of Alabama to further the ongoing efforts to reach a consensual restructuring of the County's
gewer related indebtedness, and as a further expression of the Bank’s willingness to fully explore
that mutual goal, the Bank will proceed as follows. Notwithstanding the termination of the
Forbearance Period on August 29, but without prejudice to the Bank’s right to exercise any of its
rights and remedies at any time in the exercise of its sole discretion, it is not the Bank’s current
intent to exercise any such rights and remedies in respect of the above referenced Events of
Default prior to 5:60 p.m. (prevailing Birmingham, Alabama time) on September 30, 2008. In
addition, and notwithstanding anything to the contrary contained in the Forbearance Agrecment
or the termination of the Forbearance Period on August 29, 2008, the Bank agrecs that, effective
upon the execution in counterparts of this letter by the County, the Trustee, the Liquidity Agent,
Syncora, and FGIC, the Unpaid Default Interest shall be due and payable in full by the County
on October I, 2008. In addition, the Expiration Date shall not occur until October 1, 2008;
provided, however, that for purposes of the definition of “Bank Rate” in the Standby Agreement,
the Expiration Date shall remain at April 23, 2008 as set forth in the Forbearance Agreement,
Syncora confirms that the Bank Rate as calculated in conformity with the preceding sentence
constitutes the Bank Rate for purposes of the Municipal Bond Insurance Policy.

Please note that nothing contained in this letter is intended as or shall constitutc an
alteration (except in respect of the change to the date of payment of the Unpaid Default Interest),
waiver or release of any rights, remedies, claims, causes of action, or defenses by any of the
Parties in relation to the Standby Agreement, the Forbearance Agreement, the Bank Warrants,
the Bond Insurance Policies, the other Related Documents, any and all documents related
thereto, or at law or in equity, and all such rights, remedies, claims, causes of action, and
defenses of the Parties are hereby reserved. Without limiting the gencrality of the foregoing,
nothing herein affects in any way the payment of interest at the Bank Rate that is due on
September 2, 2008, Nothing contained in this letter is intended to nor shall anything contained
herein constitute an admission of liability on the part of any Party, nor shall anything contained
in this letter enhance, prejudice, or otherwise alter in any manner any Party’s tights, remedies,
claims, causes of action, or defenses against any other Party or Person. Nothing contained in this
letter shall be deemed to waive any existing Events of Defaults, or relieve or release the County
or the Bond Insurers from any of their respective obligations, as applicable, under the Standby
Agreement, the Forbearance Agreement, the Bank Warrants, the Bond Insurance Policies, or any
Related Documents, or from the consequences of the existing Events of Default or any other
Event of Default, Except as set forth in the third paragraph of this letter, this letter does not
constitute an amendment or modification of the Standby Agreement, the Bank Warrants, the
Bond Insurance Policies, or any Related Documents, and the terms and conditions of the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, and all Related Documents shali
remain in full force and effect. No failure to exercise or delay in exercising any right or power
shall preclude any other or further exercise thereof, .and nothmg contamed herein shall be
deemed to constitute an election of remedies.

OHS West: 2604989851 2



Please further note that we have requested that the Trustee execute this Jetter for the sole
and limited purpose of indicating its consent to the extent that the third paragtaph of this letter
constifutes an amendment to the Standby Agroement requiring its consent. Furthermore, the
Trustec has not agreed to any amendment, waiver or supplement to the Indenture or any Related
Document (other than to the Standby Agreeruent as provided in the third paragraph of this letter)
and has not agreed to forbear from exercising any remedy it has or may have under the Indenture
or any other Related Document,

The exccution, delivery and performance of this letter agreement by each undersigned
Bond Insurer does not contravene or constitute a default under any statute, regulation or rule of
any governmental authority or umder any provision of the respective Bond Insurer’s
organizational documents or any contractual restriction binding on such Bond Insurer (including
any agreement between such Bond Insurer and any reinsurer} or require any authorization,
consent, approval, cxemption or license from, or any filing of registration by any officers or
other internal authorities of such Bond Insurer or with any governmental authority that has not
been obtained. Syncora hereby ratifies and confirms the Municipal Bond Insurance Policy and its
insurance, in accordance with the terms thereof, of all payments of principal and interest on the
Bank Warrants, subject, to the extent applicable, to the terms and conditions of the Standby
Agreement, the Bank Warrants, each Bond Insurance Policy, the other Related Documents, and *
any and all documents related thereto. Each undersigned Bond Insurer hercby ratifies and
confirms the DSRF Insurance Policy issued by it, subject, to the extent applicable, to the terms
and conditions of the Standby Agreement, the Bank Warrants, each Bond Insurance Policy, the
other Related Documents, and any and ail documents related thereto. Without limiting the
generality of the foregoing, as between each undersigned Bond Insurer, on the one hand, and the
Bank and the Trustee, on the other, neither the execution and delivery of this letter agreement,
nor performance hereunder, shall alter in any way (a) the rights of the Bank or the Trustee, or the
obligations of any undersigned Bond Insurer, under each Bond Insurance Policy, nor constitute a
defense to payment or release under any Bond Insurance Policy, and each undersigned Bond
Insurer expressly waives the benefit of any mule of law or provision of any Related Document
that would provide otherwise and (b) the rights and/or defenses of any undersigned Bond lnsurer,
as such rights and/or defenses existed prior to the execution of this letter agreement, under the
Standby Agreement, the Bank Warrants, the Bond Insurance Policics, the other Related
Documents, and any and al} documents related thereto.

This letter shall take effect only upon exccution and return to us of counterparts of this
letter executed by the County, the Bond Insurers, the Liquidity Agent, and the Trustee.
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We look forward to continuing to work cooperatively in an effort to achieve a
consensual restructuring of the County’s sewer related indebiedness, and of course, we
remain willing to discuss any issue with you at your convenience,

Sincerely,

THE BANK OF NEW YORK MELLON,
formerly known as The Bank of New York




CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By: \45“{/
Title:
W INSURANCE COMPANY

By _Zre72) Za T
Title 1 epo 250 K5 fassinTVE

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION,
as Liquidity Agent

By:
Title:

SYNCORA GUARANTEE INC.,
formerly knovwn as XL Capital Asnmance [nc.

Title:
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CONSENT AND AGREE;
JEFFEREON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Tit

JPMORGAN CHASE BANK, NATIONAL ASSCGCIATION,
es Liguidity Agent

o .. (7 (e

Tl EREcuTvE PreseTor..

BYNCORA GUARANTEE INC.,
formerly karown as XL Capital Assurauce Inc.

Titic:

OHS Waac260498945.1 5
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CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Titke:

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION,
as Liquidity Agent

By:
Title:

SYNCORA GUARANTEE INC,,
formerly keown as X1 Capitel Assorance Inc.

/
By. M"% &.;% ,
Title: )
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THE BANK OF NEW YORK MELLON,
formesly imown a8 The Bank of New York,
as Trustee

By /A/f)’lru%\

m EREsiDINT
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Augnst 29, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attn: President of County Commission

Re: Standby Warrant Purchase Agreement and Related Forbearance Agreement Between Jefferson
County and Bank of America, N.A,

Ladies and Gentlemen: )
Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of October 1,
2002, among Jefferson County, Alabama (the “Connty™), The Bank of New York, as Trustee (the
“Trustee”™), JPMorgan Chase Bank, es Liquidity Agent (the “Liquidity Agent”), and Bank of
America, N.A., as liguidity provider (the “Bank™), rclating to $98,300,000 Jefferson County,
Alebama Sewer Revenue Refinding Warrants Series 2002-C-3 (the “Standby Apreement”); and (b}
(i) the Forbearance Agreement and Reservation of Rights (Standby Wamant Purchase Agreement —
Bank of Americe, N.A.), dated as of March 31, 2008, among the County, the Bank, the Liquidity
Agent, the Trustee, Financial Guaranty Insusance Company (“FGIC"), Syncora Guarantee Inc., fk/a
XL Capital Assurance Inc. ("Syncora®) (as amended by that certain First Amendment to Forbeamnce
Agreement and Reservation of Rights, dated as of April 15, 2008, the “Original Forbearance
Agreement”) and (if) the forbearance lesters from €he Bank to the County dated May 13, 2008, May
30, 2008 and July 31, 2008, regardmg the Standby Agreement and the Origiral Forbearance
Agresment {the documents described in this clause (b) are referred to collectively as the
“Forbearance Agreement™. Unless otherwise defined, capitalized terms are used herein as defined
in the Forbearance Agreement or the Standby Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has aclmowledged that
Events of Default have occurred and are continuing under the Standby Agreement, that interest has
accrued and continues to accrue at the Default Rate on the Bank Warrants, and that all interest
accrued at the Default Rate on the Bank Warrants in excess of the amount paid by the County to the
Bank on April 1, 2008, May 1, 2008, June 2, 2008, July 1, 2008 and August 4, 2008 (the “Default
Interest”™) shall be due and payable in full upon expiration of the Forbearance Penod Absent earlier
termination in accordance with the terms thereof, the Forbearance Period under the Forbearance
Agreement will terminate on August 29, 2008 as a result of the occurrence of a forbearance period
termination event under clause (e) of Section 1 of the Forbearance Agreement.



Jefferson County, Alabama
Page2

In recognition of the recently announced direct involvement of the Governor of the State of
Alabama to finther the ongoing efforts to reach a consensual restructuring of the County’s sewer
related indebtedness, and as a further expression of the Bank’s willingness to fully explore that
mutual goal, the Bank will proceed as follows: Notwithstanding the termination of the Forbearance
Period on August 29, 2008, but without prejudice to the Bank™s right to exercise any of its rights and
remedies at any time in the exercise of its sole discretion, if is not the Bank’s current intent to
exercise any such rights and remedies in respect of the above referenced Events of Default prior to
5:00 pam. (prevailing Birmingham, Alebama time) on September 30, 2008. In addition, and
notwithstanding anything to the contrary contained in the Forbearance Agreement or the termination
of the Forbearance Period on August 29, 2008, the Bank agrees that, effective upon the execution in
counterparts of this letter by the County, the Liquidity Agent, the Trustee, Syncora and FGIC, the
Default Interest shall be due and payable in full by the County on the earlier of (i) October 1, 2008
or (ii) immediately upon written notice from the Bank to the County demending payment of such
Default Interest.

Please note that nothing contained in this letter is intended as or shall constitute an alteration
(except in respect of the change to the date of payment of the Default Interest), waiver or release of
any rights, remedies, claims, causes of action, or defenses by any of the Parties in relation to the
Standby Agreement, the Forbearance Agreement, the Bank Warrants, the Bond Insurance Policies,
the other Related Documents, any and all documents related thereto, or at law or in equity, and all
such xights, remedies, claims, cavses of action, and defenses of the Parties are hereby reserved.
Nothing contzined in this lefter is intended to nor shall anything contained herein constitute an
admission of liability on the part of any Party, nor shall anything contained in this letter enhance,
prejudice, or otherwise alter in any manner any Party’s rights, remedies, claims, causes of action, or
defenses against any other Party or Person. Nothing contained in this letter shall be deemed to waive
any existing Events of Defaults, or relieve or release the County or the Bond Insurers from any of
their respective obligations, as applicable, under the Standby Agreement, the Forbearance
Agreement, the Bank Warrants, the Bond Insurance Policies, or any Related Documents, or from the
consequences of the existing Bvents of Default or any other Event of Default. Except as set forth in
the third paragraph of this letter, this letier does not constitute an amendment or modification of the
Standby Agreement, the Bank Warrants, the Bond Insurance Policies, or any Related Documents,
and the terms and conditions of the Standby Agreement, the Bank Warrants, the Bond Insurance
Policies, and all Related Documents shall remain in full -force and effect. No failure to exercise or
delay in exercising any right or power shall preclude any other or further exercise thereof,.and
nothing contained herein shall be deemed to constitute an election of remedics.

Please finther note that we have requested that the Trustee execute this letter for the sole and
limited purpose of indicating its consent to the extent that the third paragraph of this letter constitutes
an amendment to the Standby Agreement requiring its consent. Furthermore, the Trustee has not
agreed 1o any amendment, waiver or supplement fo the Indenture or any Related Document (other
than to the Standby Agreement as provided in the third paragraph of this Ietter) and has not agreed to
forbear from exercising any remedy it has or may have under the Indenture or any other Related
Document, .



Jefferson County, Alabama
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The execution, delivery and performance of this letter agreement by each undersigned Bond
Insurer docs mot contravens or constitute a default under any stahate, regulation or rule of any
governmental authority or wnder any provision of the respective Bond Insurer’s organizational
documents or any contractual restriction binding on such Bond Insurer (including any agreement
between such Bond Insurer and any reinsurer) -or require any authorization, consent, approval,
exemption or license from, or any filing of registration by any officers or other internal authorities of
such Bond Insurer or with any governmental authority that has not been obtained. Syncora hereby
ratifies and confirms the Municipal Bond Insurance Policy and its insurance, in accordance with the
terms thereof, of all payments of principal and interest on the Bank Warrants, subject, to the extent
applicable, to the terms and conditions of the Standby Agreement, the Bank Warrants, each Bond
Tnsurance Policy, the other Related Docurnents, and any and all documents related thereto. Each
undersigned Bond Insurer hereby ratifies and confirms the DSRF Insurance Policy issued by it,
subject, to the extent applicable, to the terms and conditions of the Standby Agreement, the Bank
Warrants, each Bond Insurance Policy, the other Related Documents, and any and all documents
related thereto, Without limiting the generality of the foregoing, as between cach undersigned Bond
Insurer, on the one hand, and the Bank and the Trustee, on the other, neither the execution and
delivery of this letter agreement, nor performance hereunder, shall alter in any way (a) the rights of
the Bank or the Trustee, or the obligations of any undersigned Bond Inswrer, under each Bond
Insurance Policy, nor constitute & defense to payment or release under any Bond Insurance Policy,
and each undersigned Bond Insurer expressly waives the benefit of any rule of law or provision of
any Related Document that would provide otherwise and (b) the rights and/or defenses of any
undersigned Bond Insurez, as such rights and/or defenses existed prior to the execution of this letter
agreement, ynder the Standby Agresment, the Bank Warzants, the Bond Insurance Policies, the other
Related Documents, and any and all documents related thereto. ‘

This letter shall take effect only upon execution and return fo us of counterparts of this Ietter
executed by the County, the Liguidity Apent, the Bond Insurers and the Trustee,
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We look forward fo continuing fo work cooperstively in an effort to achieve a consensual

yestructuring of the County’s sewer related indebtedness, and of course, we remain willing to discoss
any issue with you at your convenience,

Sincerely,
BANK OF AMERICA, N.A.
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CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By: 0 \‘;ZV)Z.O %

Title:
PRESIDENT

JPMORGAN CHASE BANK

y (MW, U e

Tile: EXELUTIVE PIRECTDR

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Tite

SYNCORA GUARANTEE INC,
formerly, XL CAPITAL ASSURANCE INC,

By:
Title:
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CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By
Title:

JPMORGAN CHASE BANK

By:
Title:

W GU. INSURANCE COMPANY
M

By: @173’}’ T Her

Tille AUTHo 41200 Fr s g3 Trvi &

SYNCORA GUARANTER INC.
formerly, XL CAPTTAL ASSURANCE INC.

By:
Title:
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CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Title:

JPMORGAN CHASE BANK.

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Tith

SYNCORA GUARANTEE INC.
formerly, XL CAPITAL ASSURANCE INC.

By:
TFitle: i 5 3
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- " THEBANK OF NEW YORK MELLON, - -

formenly The BANEK. OF NEW YORK, as Trustee

Title: oms EHESIDEN"




August 27, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attn: President of County Commission

Re: Standby Warrant Purchase Agreements and Related Forbearance
Apreements Between Jefferson County and The Bank of Nova Scotia

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
October 1, 2002, among Jefferson County, Alabama (the “County™), The Bank of New York, as
Trustee (the “Trustee™), JPMorgan Chase Bank, as liquidity agent {the “Liquidity Agent™), and
The Bank of Nova Scotia acting through its New York Agency (the “Bank™), as liquidity
provider, relating to $73,700,000 Jefferson County, Alabama Sewer Revenue Refunding
Warrants Series 2002-C4 (the “2002-C-4 Standby Agreement™); (b) the Forbearance Agreement
and Reservation of Rights, dated as of March 31, 2008, among the County, the Trustee, Financial
Guaranty Insurance Company (“EGIC"), Syncora Guarantee Inc. (formerly XL Capital
Assurance Inc., “Syncora”), the Liquidity Agent and the Bank (as amended by that certain First
Amendment to Forbearance Agreement and Reservation of Rights, dated as of April 15, 2008 (as
so amended, the *“2002-C Original Forbearance Agreement™); and (c) the forbearance letiers
from the Bank to the County dated May 14, 2008, May 30, 2008 and July 31, 2008, regarding the
2002-C-4 Standby Agreement and the 2002-C Original Forbearance Agreement (the documents
described in this clause (¢} are referred to coliectively as the “2002-C Forbearance Agreement™).
Unless otherwise defined, capitalized terms are used herein as defined in the Forbearance
Agreement or the Standby Agreement, as applicable, - :

As you know, pursuant to the Forbearance Agreement, the County has acknowledged that
Events of Default have occurred and are continuing under the Standby Agreement, that interest
has accrued and continues to acerue at the Default Rate on the Bank Warrants, and that all
interest accrued at the Default Rate on the Bank Warrants in excess of the amount paid by the
County to the Bank on April 1, 2008, May 1, 2008, June 2, 2008, July 1, 2008 and August 4,
2008 (the “Unpaid Interest”) shall be due and payable in full upon expiration of the Forbearance
Period, Absent earlier termination in accordance with the terms thereof, the. Forbearance Period
under the Forbearance Agreement will terminate on August 29, 2008 as a result of the

2492822.01.002.doc




occurrence of a forbearance period termination event under clause (g) of Section I of the 2000-C
Forbearance Agreement.

En recognition of the recently announced direct involvement of the Governor of the State
of Alabama to further the ongoing effort to reach a consensual restructuring of the County’s
sewer related indebtedness, and as a further expression of the Bank’s willingness to fully explore
that mutual goal, the Bank wili proceed as follows: Notwithstanding the termination of the
Forbearance Period on August 29, 2008, but without prejudice to the Bank’s right to exercise any
of jts rights and remedies at any time in the exercise of its sole discretion, it is not the Bank's
current intent 1o exercise any such rights and remedies in respect of the above referenced Events
of Default prior to 5:00 p.m. (prevailing Birmingham, Alabama time) on September 30, 2008. In
addition, and notwithstanding anything to the contrary contained in the Forbearance Agreement
or the termination of the Forbearance Period on August 29, 2008, the Bank agrees that, effective
upon the execution in counterparts of this letter by the County, the Trustee, the Liquidity Agent,
Syncora and FGIC, the Unpaid Interest shall be due and payable in full by the County on
October 1, 2008,

Please note that nothing contained in this letter is intended as or shall constitute an
alteration (except in respect of the change to the date of payment of the Unpaid Interest), waiver
or release of any rights, remedies, claims, causes of action, or defenses by any of the Parties in
relation to the Standby Agreement, the Forbearance Agreement, the Bank Warrants, the Bond
Insurance Policies, the other Related Documents, any 2nd all documents refated thereto, or at law
or in equity, and all such rights, remedics, claims, causes of action, and defenses of the Parties
are hereby reserved. Nothing contained in this letter is intended to nor shall anything contained
herein constitute an admission of liability on the part of any Party, nor shall anything contained
in this letter enhance, prejudice, or otherwise alter in any manner any Party’s rights, remedies,
claims, causes of action, or defenses against any other Party or Person. Nothing contained in this
letter shall be deemed to waive any existing Events of Defaults, or relicve or release the County
or the Bond Insurers from any of their respective obligations, as applicable, under the Standby
Agreement, the Forbearance Agreement, the Bank Warrants, the Bond Insurance Policies, or any
Related Documents, or from the consequences of the existing Events of Default or any other
Event of Default. Except as set forth in the third paragraph of this letter, this letter does not
constitute an amendment or modification of the Standby Agreement, the Bank Warrants, the
Bond Insurance Policies, or any Related Documents, and the terms and conditions of the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall
remain in full force and effect. No failure to exercise or delay in exercising any right or power
shall preclude any other or further exercise thereof, and nothing contained herein shall be
deemed to constitute an election of remedies.

Please further note that we have requested that the Trustee execute this letter for the sole
and limited purpose of indicating its consent to the extent that the third paragraph of this letter
constitutes an amendment to the Standby Agreement requiring its consent. Furthermore, the
Trustee has not agreed to any amendment, waiver or supplement to the Indenture or any Related
Document (other thar to the Standby Agreements as provided in the third paragraph of this
letter} and has not agreed to forbear from exercising any remedy it has or may have under the
Indenture or any other Related Document.




The execution, delivery and performance of this letter agreement by cach undersigned
Bond Insurer does not contravene or constitute a defauit under any statute, regulation or rule of
any governmental authorily or under any provision of the respective Bond Insurer's
organizational documents or any contractual restriction binding on such Bond Insurer (including
any agreement between such Bond Insurer and any reinsurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration by any officers or
other intemnal authorities of such Bond Insurer or with any governmental authority that has not
been obtained. Syncora hereby ratifies and confirms the Municipal Bond Insurance Policy and
its insurance, in accordance with the terms thereof, of all payments of principal and interest on
the Bank Warrants, subject, to the extent applicable, to the terms and conditions of the Standby
Agreement, the Bank Warrants, cach Bond Insurance Policy, the other Related Documents, and
any and all documents related thereto, Each undersigned Bond Insurer hereby ratifies and
confirms the DSRF Insurance Policy issued by it, subject, to the extent applicable, to the terms
and conditions of the Standby Agreement, the Bank Warrants, each Bond Insurance Policy, the
other Related Documents, and any and all documents related thereto. Without Jimiting the
generality of the foregoing, as between each undersigned Bond Insurer, on the one hand, and the
Bank and the Trustee, on the other, neither the execution and delivery of this letter agreement,
nor performance hereunder, shall alter in any way (a) the rights of the Bank or the Trustes, or the
obligations of any undersigned Bond Insurer, under each Bond Insurance Policy, nor constitute a
defense to payment or release under any Bond Insurance Policy, and each undersigned Bond
Insurer expressly waives the benefit of any rule of law or provision of any Related Document
that would provide otherwise and (b) the rights and/or defenses of any undersigned Bond Insurer,
as such rights and/or defenses existed prior to the execution of this letter agreement, under the
Standby Agreement, the Bank Warrants, the Bond Insurance Policies, the other Related
Documents, and any and all documents related thereto, :

This {etter shall take effect only upon execution and return to0 us of counterparts of this
letter executed by the County, the Bond Insurers, the Liquidity Agent and the Trustee.




We look forward to contimuing 10 work cooperatively in an effort to achieve a consensual
reslrucmrmg ol the County’s sewer related indebiedness. and of course. we remain willing 1o
discuss uny issue wilh vou at vour convenience.

Sinceraly,

THE Bask OF NOVA SCOTIA

- ' WILUAMR. COLLING
MANAGING DIRECTOR

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

Tule

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

IPMORGAN CHASE BANK. NATIONAL ASSOCIATION, as Liguidity Agent

By: |
Title




We lock Tonward 1 continuing to work cooperatively in au cfion to achieve a consensual
sesteucturing of the County's sewer related indehtodness, ond of course. we vemain willing Lo
diseuss any issue wilh you it your convenienee,

Sinceraly,

THE BANK OF NOVA 5C0TA

. ) WILLIAME. COLUINS
MANAGING DIRECTOR

CONSENT AND AGREE:

JEFFERSON COUNTY. ALABAMA
By: “

Title:
PRESIDENT

WGUA ¢ INSURANCE COMPANY
/M-r

By: Zwro Y g Zlend
Tile #ozmotrzcs firbecsinivs

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, as Liquidity Agem

By:
Title




We look forward 10 coatinuing to work cooperatively i an &fion 10 achieve a consensoal

m_stmcmn‘ng of the County's sewer rehited indébiedness, and of course, we remain wiiling lo
discuss any issuc with vou 2t your convenience.

Sinverely,

THE Bank orNova SCOTIA

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By: © et semrens
Title

JPMORGAN CHASE BANK. NATIONAL ASSQTIATION, as Liquidity Agem

Fille é‘m pr{ﬁé’ Z?{W?Z’;e.,




SYNCORA GUARANTEE INC., formerly XL
CAPITAL ASSURANCE INC.

By:
Title:

THE BANK OF NEW YORK MELLON,
formerly The Bank of New York, as Trustes

By:
Title:




X1 CAPITAL ASSURANCE INC,

By:
Title:

THE BANK OF NEW YOREK MELLON,
' formcﬂy The Bagk of New York, asTms!w

 LL7E
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August 29, 2008

Jefferson County, Alabama

County Courthouss

716 Richard Arrington Bovlevard
Bimingham, Alabama 35203

Atm; President of County Commission

Re: Standby Warremt Purchase Agreements and Related Forbearance
Agreements Between Jefferson County and State Street Bank and Trust
Company .

Ladies and Gentlemen:

Reference is made to (2) the Standby Warrant Purchase Agreement, dated as of
May 1, 2003, among Jefferson Connty, Alabama (the “County”), The Bank of New York,
as Trustes (the “Trustog™), and JPMorgan Chase Bank, as Liquidity Ageat (the “Liquidity
Agent™, and State Sireet Bank and Trust Company (the “Bank™), as liquidity provider,
relating to $75,000,000 Jefforson County, Alabama Sewer Revenie Refunding Warrenis
Series 2002-B-5, and $15,000,000 Jefferson County, Alabama Sewer Revenue Refunding
Wanrents Series 2002-B-6 (as amended, supplemented or otherwise modified, the
“Standby Agreement™) ; (b) the Forbearance Agreement and Reservation of Rights, dated
as of March 31, 2008, among the County, the Trustee, Financial Guaranty Insurance
Company (“FGIC"), Syncora Guarentee, Inc. (“Syncora” fk/a XL Capital Assurance,
Inc.) the Liquidity Agont and the Bani (as amended by that certain First Amendment to
Forbearance Agreement and Reservation of Rights, dated as of April 15, 2008, the
“Original Forbearance Agreement”); (¢) the letter from the Bank to the County dated
May 14, 2008, regariing the Standby Apreement and the Original Forbearance
Apgreement; (d) the letter from the Bank to the County dated May 30, 2008, regarding the
Standby Agreement and the Original Forbearance Agreement; and (e) the letier from the
Bepk to the Cowity dated Jaly 31, 2008 regarding the Stendby Agreement and the
Original Forbearance Agreement (the documents deseribed in clauses (b), (c), (d)} 2nd ()
are referred to collectively as the “Forbearapce Agreement”) Unless otherwise defined,
capitalized terms are used horein as defined in the Forbearance Agrearsent or the Standby
Agreements, as applicable.



Az you knmow, pwsuant to the Porbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreernent, that interest has acorued end continues to accrue af the Default Rate on the
Bank Werrents, and that all interest accrued at the Default Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008, May 1, 2008, June
2, 2008, July 1, 2008 and Avgust 4, 2008 (the “Unpaid Interest™) shall be due and
payable in full upon expiration of the Forbearance Period, Absent earlier tepmination in
accordance with the terms thereof, the Potbeatance Period under the Forbearance
Agreements will terminate on August 29, 2008 as a result of the ocowrence of a

forbearance period termination event vader clause (e) of Section 1 of the Forbearance
Agreement,

. In recognition of the repently announced.direct involvement of the Governor of
the Stato of Alabama to further the ongoing efforts to reach a consousual restruciuring of
the County’s sewer related indebtedness, and as a further expression of the Bank’s
willingness to fully explore that mutual goel, the Bank will proceed ss follows;
Notwithstanding the termination of the Forbearance Period on August 29, 2008 and
without prejudwe to the Benk’s right to exercise any of its rigits and remedies at any
time in the exercise of its sole discretion, it is not the Bank’s cumrent intent to exercise
any such rights and remedies in respect of the above referenced Events of Default prior to
5:00 p.m. (prevatling Birmingham, Alabama time) on September 30, 2008 provided that,
during the period of time between August 29, 2008 and September 30, 2008, (8) ¢ach
Other Liquidity Provider and each Swap Counterparty continues to forbear and (b) on
September 2, 2008 the County shall pay or cause to be paid to the Bagk interest on the
Bank Werrants that has accrued et the applicable Bank Rate (as such term is defined in
the Standby Agreement). In addition, and sotwithstending anything 1o the contrary
contained in the Forbearance Agreements or the termination of the Ferbearance Period on
August 29, 2008, the Bank agrees that, effective upon the execution in counterparis of
this letter by the County, the Trustee, Syncore, and FGIC, the Unpaid Interest shall be
due md payable in full by the County on October 1, 2008; provided further, however,
that for purposes of the definition of “Bank Rate” in the Standby Agreement, the
Expiration Date shall remain at April 23, 2008 as sot forth in the Forbearance Agreement.
Syacora confinns that the Bank Rato as calculated in conformity with the preceding
sentence constitutes the Bank Rate for purposes of the Munielpal Bond lusurance Policy.

Please note that nothing contained in this letter is intended as or shall constitute an
altoration (except in respect of the change to the date of payment of the Unpaid Interest),
waiver or release of eny rights, remedies, claims, causes of action, or defenses by any of
the Parties in relation to the Standby Agreement, the Forbearance Agresment, the Bank
Warrants, the Bond Insurance Policies, the other Related Docvments, any and all
documents related thereto, or at law or in equity, and all such rights, remedies, claims,
cruses of actlon, and defenses of the Parties are hereby reserved. Nothing contained in
this letter is intended to nor shell anything contained herein constitute an admission of
lisbility on the part of any Party, nor shall anything contained in this letter enhance,
prejudice, or otherwise alter in any manner any Party’s rights, remedies, claims, causes of
action, or defenses against any other Perty or Pesson. Nothing contained in this letter




shall be deemed to waive any existing Events of Dafaults, or relieve or release the County
or the Bond Insurers from any of their respective cbligations, s applicable, under the
Standby Agreement, the Forbearance Agreement, the Bank Warrants, the Bond Insurance
Policies, or any Related Documents, or from the consequences of the existing Bvents of
Defanilt or any other Event of Default, Except as set forth in the third paragraph of this
lettey, this letter does not constifute an amendment or modification of the Standby
Agreemnent, the Bank Warrants, the Bond Insurance Policies, or any Related Documents,
and the terms and conditions of the Standby Agreement, the Bank Warrants, the Bond
Insurence Policies, and all Related Documents shall remain in full force and effect. No
failore to exercise or delay in exercising any right or power shall preclude any other or
forther exercise thereof, and nothing contained herein shall be deemed to constitute an
elechon of remedies,

Pleasefurthernoteﬁmtwehavereqtmcdthatﬂmestee execuie this letter for
the sole and limited purpose of indicating its consent to the extent that the thixd paragraph
of this letter constifutes an amendwent to the Standby Agreement requiring its consent,
Purthermore, the Trustee has not agreed to any amendment, waiver or supplement to the
Indenture or eny Related Document (other then to the Standby Agreement as provided in
the third paragraph of this letter) and has not agreed to forbear from exercising any
remedy it bas or may have under the Indenture or any other Related Docurnent.

The execution, delivery and performance of this letter agreement by each
andersigned Bond Insurer does not contravene or constitute a defilt under any statute,
repulation or rule of any governmental authority opxmder any provision of the respective
Bond Insurer’s organizational documents or any contractual restriction binding on such
Bond Insurer (including any agreement between such Bond Insurer and any reinsurer) or
require any authorization, consent, approval, exemption or license from, or any filing of
registration by any officers or other internal authorities of such Bond Insurer or with any
govermmental authority that has not been obtained. Syncora bereby ratifies and confirms
the Municipal Bond Insurance Policy and its insurance, in accordance with the terms
thereof, of all payments of principal and interest on the Bank Warrants, subject, fo the
extent applicable, to the terms and conditions of the Standby Agreement, the Bank
‘Warrants, each Bond Insurance Policy, the other Related Documents, and any and all
documents related thereto. Each undersigned Boad Insurer hereby ratifies and confirms
the DSRF Insurance Policy issued by it, subject, to the extent applicable, to the terms and
conditions of the Standby Agreement, the Bank Warrants, each Bond Insurance Policy,
the other Related Documents, and any and all documents related thereto, Without Hmiting
the generality of the foregoing, as between cach undersigned Bond Insurer, on the one
hand, and the Bank and the Trustes, on the other, neither the oxecution and delivery of
this letter agreement, nor performance hereunder, shall alter in any way (a) the rights of
the Bank or the Trustes, or the obligations of any undersigned Bond Insurer, under ¢ach
Bond Insurance Policy, nor constituie a defense to payment or relesse under any Bond
Insurance Policy, and each undersigned Bond Insurer sxpressly waives the benefit of any
rule of law or provision of any Related Document that would provide otherwise and (b)
the rights and’or defenses of any vndersigned Bond Insurer, as such rights and/or
defenses existed prior to the execution of this letter agreement, under the Standby



Agreement, the Bank Warrants, the Bond Insurance Policies, the other Related
Documents, and any and all documents refated thereto,

This letter shall take effect only upon execution and retum to usofccnmterpam of
this letter executed by the County, the Bond Insurers and the Trustee,




We look forward to continuing to work cooperatively in an effort to achieve a
consensual resuuntm'mgofﬁw County’s sewer related indebtedness, and of course, we
remain willing to discuss any issue with you at your convenience,

Sincerely,

STATE STREET BANK AND TRUST
COMPANY

BY’ W

T | Sexdor \ee. (st

CONSENT AND AGREE:
SEFFERSON COUNTY, ALABAMA

o v@mmzma

Title: ' DENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

SYNCORA GUARANTEE INC.

By:
Title:




We look forward to continuing to work cooperatively in an effort to achieve 4
consensual restructuring of the County’s sewer refated indebtedness, and of course, we
remain willing to discuss any issue with you st your eonvenience.

Sincerely,

STATE STREET BANK AND TRUST
COMPANY

By: M
T Sexdor e (host

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By
Title:

W INSURANCE COMPANY

By: oo ThY T Zwah
Tille Ae7Be k1250 fcfostsnIiVE

SYNCORA GUARANTEE INC.

By:
Title:




We look forward to continuing to work cooperatively in an ¢ffors to achieve a
consensval restrosturing of the Coenty’s sewer related indebtedness, and of course, we
remain willing to discuss gxy isswe with you et your convenience,

Sincerely,

STATE STREET BANE. AND TRUST
COMPANY

By 44 A. "
e ' Sexdor\Nee. (os
CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Tide:

. FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

SYNCORA GUARANTEE INC,

nmﬁmé_ﬁéc‘%
Title: '




" an3TRV)

THE BANK OF NEW YORK MELLON,
formerly The BANEL OF NEW YORK, as Trustee

Title: JET EREsIDEND




