JPMorgan

December 5, 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
Agreements Between Jefferson County and JPMorgan Chase Bank

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
February 1, 2002 (the “2002-A Standby Agreement™), among Jefferson County, Alabama
(the “County”), The Bank of New York Mellon, formerly The Bank of New York, as
Trustee (the “Trustee”), and JPMorgan Chase Bank (the “Bank™), as liquidity provider,
relating to  $110,000,000 Jefferson County, Alabama Sewer Revenue Capital
Improvement Warrants Series 2002-A (the “Series 2002-A Bank Warrants™); (b) the
Standby Warrant Purchase Agreement, dated as of October 1, 2002 (the *2002-C-2
Standby Apgreement”; collectively with the 2002-A Standby Agreement, the “Standby
Agreements”), among the County, the Trustee, JPMorgan Chase Bank, as Liquidity
Agent (the “Liquidity Agent”), and the Bank, as liquidity provider, relating to
$73,700,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants Series
2002-C-2 (the “Series 2002-C-2 Bank Warrants”; collectively with the Series 2002-A
Bank Warrants, the “Bank Warrants™); (c)(i) 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 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-A Original Forbearance Agreement”) and (ii) the forbearance letters from the
Bank to the County dated May 13, 2008, May 30, 2008, July 31, 2008, August 27, 2008,
September 30, 2008, October 7, 2008 and October 30, 2008 regarding the 2002-A
Standby Agreement and the 2002-A Original Forbearance Agreement (the documents
described in this clause (c) are referred to collectively as the “2002-A Forbearance




Agreement™); and (d)(i) the Forbearance Agreement and Reservation of Rights, dated as
of March 31, 2008, among the County, the Trustee, FGIC, 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, the “2002-C-2 Original
Forbearance Agreement”) and (ii) the forbearance letters from the Bank to the County
dated May 13, 2008, May 30, 2008, July 31, 2008, August 27, 2008, September 30, 2008,
October 7, 2008 and Qctober 30, 2008 regarding the 2002-C-2 Standby Agreement and
the 2002-C-2 Original Forbearance Agreement (the documents described in this clause
(d) are referred to collectively as the “2002-C-2 Forbearance Agreement”; collectively
with the 2002-A Forbearance Agreement, the “Forbearance Apgreements”). Unless
otherwise defined, capitalized terms are' used herein as defined in the Forbearance
Agreements or the Standby Agreements, as applicable.

As you know, pursuant to the Forbearance Apgreements, 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 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, August 4, 2008, September 2, 2008, October 1, 2008, November 3,
2008 and December 1, 2008 (“Defauli Interest”) shall be due and payable in full by the
County on the earlier of (i) December 8, 2008, or such later date as the Bank in its sole
discretion (and without execution of any writing by the County or any other Party) selects -
for Default Interest to be due and payable or (ii) immediately upon written notice from
the Bank to the County demanding payment of such Default Interest. Additionally,
pursuant to the Forbearance Agreements, and 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,
the Bank stated its intent not to exercise any of its rights and remedies in respect of the
above referenced Events of Default prior to 5:00 p.m. (prevailing Birmingham, Alabama
time} on December 8, 2008.

In recognition of the continued 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 termination of the Forbearance Period, 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 February 20, 2009, or such later date as the Bank in its
sole discretion may agree by written notice to the County (and without execution of any
writing or other acknowledgment by the County or any other Party). In addition, and
notwithstanding anything to the contrary contained in the Forbearance Agreements, the
Bank agrees that Default Interest shall be due and payable in full by the County on the
earlier of (i) February 20, 2009, or such later date as the Bank in its sole discretion {and
without execution of any writing by the County or any other Party) selects for Default
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Interest to be due and payable or (ii} immediately upon written notice from the Bank to
the County demanding payment of such Default Interest.

On or before January 2, 2009, the Bank shall receive payment of principal on the -
Series 2002-A Bank Warrants and the Series 2002-C-2 Bank Warrants currently
scheduled to be redeemed on December 8, 2008, but which the bank has agreed to defer
pursuant to the Bank’s letters to the Trustee dated December 5, 2008 related to the
deferral of redemption dates under the Redemption Notices. Upon receipt of such
payments on or before January 2, 2009, the principal on the Series 2002-A Bank
Warrants and Series 2002-C-2 Bank Warrants currently scheduled to be paid on January
1, 2009 shall be deferred to February 20, 2009.

On each of January 2, 2009 and February 2, 2009, in partial payment of the
amount of interest accrued on the Bank Warrants, the County shall pay or cause 1o be
paid to the Bank interest on the Bank Warrants that has accrued at the applicable Bank
Rate. The acceptance of such partial payment of interest calculated at the Bank Rate,
rather than at the Default Rate that became applicable to the Bank Warrants upon the
occurrence of the above referenced Events of Default under the Standby Agreements,
shall not constitute a waiver of the Bank’s rights under the Standby Agreements, the
Bank Warrants, the Related Documents, and applicable law to the accrual and payment of
interest at the Default Rate in accordance with the terms of the Standby Agreements, the
Bank Warrants, and the Related Documents,

The parties acknowledge and agree that any draw by the Trustee under the
applicable insurance policies to pay all or a portion of the amounts set forth in the
preceding two paragraphs, and any payment by the Bond Insurers in respect of such
draws, shall be made only pursuant to the terms and conditions of the applicable Bond
Insurance Policies, subject, to the extent applicable, to the terms and conditions of the
Standby Agreements, the Bank Warrants, the applicable Bond Insurance Policies, the
Indenture and the other Related Documents. Nothing contained herein shall create or
cause to be incurred any separate or independent obligation by either of the Bond Insurers
to make any payment under any Bond Insurance Policy or otherwise. :

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 principal and/or 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 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 Agreements, 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. Nothing
contained in this letter shall be deemed to waive any claims or defenses that any Party
may now or in the future have or assert, including, without limitation, the claims and/or
defenses asserted by the Parties in that certain action commenced in the United States
District Court for the Northern District of Alabama (Southern Division), styled The Bank
of New York, et al. vs. Jefferson County Alabama, et al., Case No. 2:08-CV-01703-RDP.
Except as set forth in the third and fourth paragraphs of this letter, this letter does not
constitute an amendment or modification of the Standby Agreements, the Bank Warrants,
the Bond Insurance Policies, or any Related Documents, and the terms and conditions of
the Standby Agreements, 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 or fourth
paragraph of this letter constitutes an amendment to 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 each
undersigned Bond Insurer does not contravene or constitute 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 authorities of such Bond Insurer or with any
governmental authority that has not been obtained. Each undersigned Bond Insurer
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
Agreements, 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 Agreements, the Bank Warrants,
cach 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 Bongd 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 exccution of this letter
agreement, under the Standby Agreements, the Bank Warrants, the Bond Insurance
Policies, the other Related Documents, and any and all documents related thereto. The
Bond Insurers, on the one hand, and the Trustee and the Bank, on the other hand, agree
that the acknowledgments and agreements contained in this paragraph shall apply and
remain in full force and effect in respect of any extension of the February 20, 2009 date
set forth in the third paragraph of this letter (or any subsequent extensions thereof).

This letter shall take effect only upon execution and return to us of counterparts of
this letter executed by the County, the Bond Insurers and the Trustee.



We look forward to continuing fo work cooperatively in an effort to achieve a
~ consensual restracturing of the County’s sewer related mdebtedness, and- of course, we
' remain willing to discuss any issue with you at your ¢onvenderice.

Sincerely,
IPMORGAN CHASE BANK

o i/ Wi ) Ul

Title: EXECYTIVE P IRECTOR—

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

il PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

Txtle

SYNCORA GUARANTEE INC., formerly XL
CAPITAL ASSURANCE INC.

By
Title:




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

By:
Title:




December 5, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Amrington Boulevard
Birmingham, Alabama 35203

Attn: 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 Mellon, formerly known as The Bank of New York, as Trustee (the
“Trustee”), JPMorgan Chase Bank, as liquidity agent (the “Liquidity Agent”), and
Societe Generale, New York Branch (the “Bank”), as liquidity provider, relating fo
$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 $55,000,000 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
Agreements™); (¢) (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 known as XL 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 QOriginal Forbearance Agreement”) and (ii} the letter agreements relating
thereto among the Bank, the County and the other parties thereto, dated as of May 13,
2008, May 30, 2008, July 31, 2008 and August 29, 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 Agreement”);
and (d) (i) the Forbearance Agreement and Reservation of Rights, dated as of March 31,
2008, among the County, the Trustee, the Liquidity Agent, FGIC, Syncora, and the Bank
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(as amended by that certain First Amendment to Forbearance Agreement and Reservation
of Rights, dated as of April 15, 2008, the “2003-B-2 Original Forbearance Agreement”)
and (ii) the letter agreements relating thereto among the Bank, the County and the other-
parties thereto, dated as of May 13, 2008, May 30, 2008, July 31, 2008 and August 29,
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 Agreement”; 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
applicable.

As you know, pursuant to the Forbearance Agreements, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreements, and that interest has accrued and continues to accrue at the Default Rate on
the Bank Warrants (the “Unpaid Default Interest™).

In recognition of the continued 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 termination of the Forbearance Period, 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 February 20, 2009; provided that the Bank shall receive
when due (a) inferest on the Bank Warrants that has accrued at the applicable Bank Rate,
as such term is defined in the Standby Agreements, and (b) principal payments on the
Bank Warrants as set forth on the 2002-C-6 Notice and Instructions Concerning
Redemption of Bank Warrants and the 2003-B-2 Notice and Instructions Concerning
Redemption of Bank Warrants, including without limitation, the principal and interest
payments due on January 2, 2009, and the interest payment due on February 2, 2009. In
addition, and notwithstanding anything to the contrary contained in the Forbearance
Agreements, the Bank agrees that the Unpaid Default Interest shall be due and payable in
full by the County on the carlier of (i} February 20, 2009, or (ii) immediately upon
written notice from the Bank to the County demanding payment of such Unpaid Default
Interest.

The acceptance of payments of interest that are not calculated at the Default Rate
shall not constitute a waiver of the Bank's rights under the Standby Agreements, the
Bank Warrants, the Related Documents, and applicable law to the accrual and payment of
interest at the Default Rate in accordance with the terms of the Standby Agreements, the
Bank Warrants, and the Related Documents. In accordance with the terms of the Standby
Agreements, from January 24, 2008, the date of the first occurrence of any continuing
Event of Default, interest on the Bank Warrants has accrued and will continue to accrue
at the Default Rate. Syncora approves of the provisions of this paragraph and
acknowledges and confirms that all interest accrued and accruing on the Bank Warrants
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is insured by the Municipal Bond Insurance Policy, subject, to the extent applicable, to
the terms and conditions of the Standby Agreements, the Bank Warrants, each Bond
Insurance Policy, the other Related Documents, and any and all documents related
thereto.

For purposes of the definition of “Bank Rate” in the Standby Agreements, (i) the
Expiration Date (as such term is defined in the 2003-B-2 Standby Agreement) shall
remain at April 23, 2008, and (ii) the Expiration Date (as such term is defined in the
2002-C-6 Standby Agreement) shall remain at October 17, 2008, 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 constitute 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 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 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 Agreements, 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 amendment or modification of
the Standby Agreements, the Bank Warrants, the Bond Insurance Policies, or any Related
Documents, and the terms and conditions of the Standby Agreements, 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 clection 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 Agreements 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 each
undersigned Bond Insurer does not contravene or constitute a default under any statute,
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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 authorities of such Bond Insurer or with any
governmental authority that has not been obtained. Each undersigned Bond Insurer
_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
Agreements, 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 Agreements, 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 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 Agreements, 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 counterparts of

this letter executed by the County, the Bond Insurers, the Trustee and the Liquidity
Agent. .
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We look: forivard to eontiﬁﬂingiw work ‘cgoperatively iis an effort to achieve &
epnsensual restrgoturing of the County’s. sewer refated indebtedness, and of course, we
vemain willtiag to.discuss any lssus Mﬂ’;;you.at«yeur;convcnicnae. -

CONSENT AND AGREE:

JEF#E!;SON COUNTY, ALABAMA

Siicerely,

S$OCIETE GENERALE, NEW YORK
BRANCH

Titley,” " p(RECTo 4~ ' :
JPMORGAN CHASE BANK, solely with

Tespext to its:participhition percentage-of the:
© 2003-B-2 Bank Warrents | ,

By:
Title:

Title:

By:t@%@ ﬂwﬁmaz

PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:

Title



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

By:
Title:

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

By:
Title:

' JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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December §, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

At President of County Commission

Re: Standby Warrant Purchase Agreement and Related Forbearance
Agreement Between Jefferson County and State Street Bank and Trust
Company '

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
May 1, 2003, among Jefferson County, Alabama (the “County™), The Bank of New York
Mellon, formerly The Bank of New York, as Trustee (the “Trustee’™), JP Morgan Chase
Bank, as Liquidity Agent, (the “Liquidity Apent”), and State Street Bank and Trust
Company (the “Bank™), as ligquidity provider, relating to $75,000,000 Jefferson County,
Alabama Sewer Revenue Refunding Warrants Series 2003-B-5, and $15,000,000
Jefferson County, Alabama Sewer Revenue Refunding Warrants Series 2003-B-6 (as
amended, supplemented or otherwise modified, the “Standby Apgreement™); (b) the
Forbearance Agreement and Reservation of Rights, dated as of March 31, 2008, among
the County, the Trusiee, Financial Guaranty Insurance Company (“FGIC"), Syncora
Guarantee, Inc. (“Syncora”™ fk/a XL Capital Assurance, Inc.} the Liquidity Agent and the
Bank (as amended by that certain First Amendment to Forbearance Agreement and
Reservation of Rights, dated as of Aprl 15, 2008, the “Original Forbearance
Agreement”); (¢} the letter from the Bank to the County dated May 14, 2008, regarding
the Standby Agreement and the Original Forbearance Agreement; (d) the letter from the
Bank to the County dated May 30, 2008, regarding the Standby Agreement and the
Original Forbearance Agreement; (g) the letter from the Bank to the County dated July
31, 2008 regarding the Standby Agreement and the Original Forbearance Agreement; and
(f) the letter from the Bank to the Couniy dated Angust 29, 2008 regarding the Standby
Agreement and the Qriginal Forbsarance Agreement (the documents described in clauses
(b), (e), (d), (&), and {f) are referred to collectively as the “Forbearance Agreement”).
Unless otherwise defined, capitalized tesms are used herein as defined in the Forbearance
Agreement or the Standby Agreement, as applicable.
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In recognition of the continued 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 presently intends to proceed as
follows: Notwithstanding the termination of the Forbearance Period, 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 infent 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 February 20, 2009; provided that the
Bank shall receive when due (a) interest on the Bank Warrants that has accrued at the
applicable Bank Rate, as such term is defined in the Standby Agreement, and (b)
principal payments on the Bank Warrants as set forth in the 2003-B-5 Notice and
Instructions Concerning Redernption of Bank Warrants and the 2003-B-6 Notice and
Instructions Concerning Redemption of Bank Warrants, including without limitation, the
principal and interest payments due on January 2, 2009, and the interest payment due on
Pebruary 2, 2009. In addition, and notwithstanding anything to the contrary contained in
the Forbearance Agreement, the Bank agrees that, the Unpaid Default Interest shall be
due and payable in full by the County on the earlier of (i) February 20, 2009, or (ii)
immediately upon wiitten notice from the Bank to the County demanding payment of
such Unpaid Default Interest. The acceptance of payments of interest that are not
calculated at the Defanlt Rate shall not constitute a waiver of the Bank’s rights under the
Standby Agreement, the Bank Warrants, the Related Documents, and applicable law to
the accrual and payment of interest at the Default Rate in accordance with the terms of
the Standby Agreement, the Bank Warrants, and the Related Documents, In accordance
with the terms of the Standby Agreement, from January 24, 2008, the date of the first
occurrence of any continuing Event of Default, interest on the Bank Warrants has accrued
and will continue to accrue at the Default Rate. Syncora approves of the prowsmns of this
paragraph and acknowledges and confirms that all interest accrued and accruing on the
Bank Warrants is insured by the Municipal Bond Insurance Policy, 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.

For purposes of the definition of “Bank Rate” in the Standby Agreement, the
Expiration Date (as such term is defined in the Standby Agreement) shall remain at April
23, 2008. 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.
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Please note that nothing contained in this letter is intended gs or shall constitute an
alteration (except in respect of the change to the date of payment of thé 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,
cawses 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, clairms, causes of
action, or defenses against any other Party or Person, Nothing contained in this letter
shall be deemed to waive any existing Bvents of Default, or relieve or release the County
or the Bond Insurers from any of their respective obligations, as applicable, under the
Standby Agreement, the Forbearance Agrecment, 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 thercof, and nothing contaived herein, shall be deemed to constitate an
election of remedies.

Please farther 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 ifs consent,
Furthermore, the Trustee has not agreed to any amendment, waiver or supplement to the
Indenture or any Related Document (other thao to the Standby Agreement as provided in
the third paragraph of this letier) 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
undersigned Bond Insurer does not coniravene or constitute a defanlt under any statte,
regulation or rle of any govermmental authority or under any provision of the respective
Bond Insurer’s organizational documents or any contractual resiriction 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
rogistration by any officers or other internal authorities of such Bond Insurer or with any
govemmental authority that has not been obtained. Each undersigned Bond Insurer
hereby ratifies and confinms the Municipal Bond Insurance Policy and its insurance, in
accordance with the terms theroof, 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 Benk 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 issned by it, subject, to the extent
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applicable, to the terms and conditions of the Standby Agresment, the Bank Warrants,
each Bond Insurance Policy, the other Related Documents, and any and all documents
elated 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 Jetter agrecment, 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 rule of law or provision of any Related Doocument
that would provide otherwise and (b) the rights and/or defenses of any undersigned Bond
Insurer, as such rights and/or defenses éxisted prior to the execution of this letter
agrecment, under the Standby Agreement, the Bank Warants, the Bond Insurance
Policies, the other Related Documents, and any and all documents refated 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 Trustee, and the Liguidity
Agent.
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We lock forward fo 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 eny issue with you at your convenience.

Sincerely,

STATE STREET BANK AND TRUST

COMPANY
M fatle

By: ; | -
Title: {

CONSENT AND AGREE;

JEFFERSON COUNTY, ALABAMA

Title:

PRESIDENT :

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Titl

SYNCORA GUARANTER INC,, formesly XL
CAPITAL ASSURANCE INC,

By:
Title;
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SO IR SPI SRR P% S



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

By:
Title:

JP MORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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December 5, 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 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 Mellon,
formerly known as The Bank of New York, as Trustee (the “Trugtee”), Regions Bank (the
“Bank”), as liquidity provider, and JPMorgan Chase Bank (the “Liquidity Agent”), as liquidity
agent, relating to $49,100,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants
Series 2002-C-7 (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 (“FGIC™), Syncora Guarantee Inc., formerly known as X1, 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,
and the letter agreements relating thereto among the Bank, the County, and the other parties
thereto, dated as of May 13, 2008, May 30, 2008, July 31, 2008, and August 27, 2008
(collectively, 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 Agreéement, the County has acknowledged that
Events of Default have occurred and are continuing under the Standby Agreement, and that
interest has accrued and continves to accrue at the Default Rate on the Bank Warrants (the
“Unpaid Default Interest™).

01723763.3




In recognition of the continued 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 indebiedness, and as a further expression of the Bank’s willingness to fully explore that
mutual goal, the Bank will proceed as follows. Notwithstanding the tcrmination of the
Porbearance Period, 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 Defanlt prior
to 5:00 p.m. (prevailing Birmingham, Alabama time) on February 20, 2009; provided that the
Bank shall receive when due (a) interest on the Bank Warrants that has accrued at the applicable
Bank Rate, as such term is defined in the Standby Agreement, and (b) principal paymenis on the
- Bank Warrants as set forth in the 2002-C-7 Notice and Instructions Concerning Redemption of
Bank Warrants, including, without limitation, the principal and interest payments due on January
2, 2009, and the interest payment due on February 2,.2009. In addition, and notwithstanding
anything to the contrary contained in the Forbearance Agreement, the Bank agrees that the
Unpaid Default Interest shall be due and payable in full by the County on the earlier of (i)
February 20, 2009, or (ii) immediately upon written notice from the Bank to the County
demanding payment of such Unpaid Default Interest. The acceptance of payments of interest that
are not calculated at the Default Rate shall not constitute a waiver of the Bank's rights under the
Standby Agreement, the Bank Warrants, the Related Documents, and applicable law to.the
accrual and payment of interest at the Default Rate in accordance with the terms of the Standby
Agreement, the Bank Warrants, and the Related Documents. In accordance with the terms of the
Standby Agreement, from Januwary 24, 2008, the date of the first occurrence of any continuing
Event of Defauit, interest on the Bank Warrants has accrued and will continue to accrue at the
Default Rate. Syncora approves of the provisions of this paragraph and acknowledges and
confirms that all interest accrued and accruing on the Bank Warrants is insured by the Municipal
Bond Insurance Policy, 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.

For purposes of the definition of “Bank Rate” in the Standby Agreement, the Expiration
Date (as such term is defined in the Standby Agreement) shall remain at October 17, 2008.
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 constitute 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 Warrarits,
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
shail anything contained herein consfitute 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
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Party’s rights, remedies, claims, cavses of action, or defenses against any other Party or Person.
. Nothing contained in this letter shall be deemed to waive any existing Events of Defaulis, 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 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 than to the Standby Agteement 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 undersigned
Bond Insurer does not contravene or constitute a default under any statute, regulation or rule of
any povernmental 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 regisiration by any officers or
other internal authorities of such Bond Insurer or with any governmental authority that has not -
. been obtained. Each undersigned Bond Insurer 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, 10 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
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 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
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undersigned Bond Insurer, as such rights and/or defenses exisied 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 counterparts of this
letter executed by the County, the Bond Insurers, the Trustee, and the Liquidity Agent.

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: % @w‘;aoqu/%“*

. N. Ronald Downey, I{
Title: Vice President
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CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By ‘/%zzz‘wém Loty

Title:
PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

- By:
-~ .Titl

- IPMORGAN CHASE BANK, NATIONAL ASSOCIATION, .
as Liquidity Agent '

By:
Title:

SYNCORA GUARANTEE INC,,
formerly known as XL Capital Assurance Ine,

7 By
- Title:
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THE BANK OF NEW YORK MELLON,
' - formerly known as The Bank of New York,
as Trustee

Titie:
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December 5, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attn: President of County Commission

Re: Standby Warmant Purchase Agreements and Related Forbearance
Agreements Between Jefferson County and Lloyds 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 “Liquidity Agent™), and
Lloyds TSB Bank PLC (the “Bank™), as liquidity provider, relating to $105,000,000 Jefferson
County, Alabama Sewer Revenue Refunding Warrants Series 2003-B-~7 (the “2003-B-7 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 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 “2003-B-7 Original
Forbearance Agreement™); and (¢} the forbearance letters from the Bank to the County dated
May 14, 2008, May 30, 2008, July 31, 2008, August 27, 2008, September 30, 2008 and
October 7, 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 For nce
Agreement”). Unless otherwise defined, capitalized terms are used herein as defined in the
Forbearance Agreement or the Standby Agrecment, 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 and that
interest has accrued and continues to accrue at the Default Rate on the Bank Warrants (the

“Unpaid Default Interest”™).

In recognition of the continued 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
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mutual goal, the Bank presently intends to proceed as follows, Notwithstanding the termination
of the Forbearance Period, 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) February 20, 2009; provided that the
Bank shall receive when due (a) interest on the Bank Warrants that has accrued at the applicable
Bank Rate, as such term is defined in the Standby Agreement, and (b) scheduled principal
payments on the Bank Warrants as set forth in the 2003-B-7 Notice and Instructions Concerning
Redemption of Bank Warrants, including without limitation, the principal payment due on
January 2, 2009, and the interest payment due on January 2, 2009 and the interest payment due
on February 2, 2009. In addition, and notwithstanding anything to the contrary contained in the
Forbearance Agreement, the Bank agrees that, the Unpaid Default Interest shall be due and
payable in full by the County on the earlier of (i) February 20, 2009 or (ii) immediately upon
written notice from the Bank to the County demanding payment of such Unpaid Default Interest.
The acceptance of payments of interest that are not calculated at the Default Rate shall not
constitute & waiver of the Bank’s rights under the Standby Agreement, the Bank Warrants, the
Related Documents, and applicable law to the accrual and payment of interest at the Default Rate
in accordance with the terms of the Standby Agreement, the Bank Warrants, and the Related
Documents. In accordance with the terms of the Standby Agreement, from January 24, 2008, the
date of the first occurrence of any continuing Event of Default, interest on the Bank Warrants has
accrued and will continue to accrue at the Default Rate, Syncora approves of the provisions of
this paragraph and acknowledges and confirms that all interest accrued and accruing on the Bank
Warrants is insured by the Municipal Bond Insurance Policy, 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. For purposes of
the definition of “Bank Rate” in the Standby Agreement, the Expiration Date (as such term is
defined in the 2003-B-7 Standby Agreement) shall remain at April 23, 2008. 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 constitute 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. 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
shail 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
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 than to the Standby Agreement 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 undersigned
Bond Insurer does not contravene or constitute 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 {inciuding
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 Insurance Policy, the other Related Documents, and
any and all documents related thereto. Syncora hereby ratifies and confirms the DSRF I[nsurance
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 (@) the rights of the Bank or the Trustee, or the obligations of any
undersigned Bond Insurer, under cach 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 letter shail 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,



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,
LLoYDs TSB BANK PLC
By: : i
Title: Es!c Ishan mfgomu‘:qm spng:d .
irector fant Vice Freslde
Risk Managemant & Businss® Suppart
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CONSENT AND AGREE:

- JEFFERSON COUNTY, ALABAMA

sy Ptz e bullon

Tide: PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By: _
Tith

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, as Liquidity Agent

By:
Title



SYNCORA GUARANTEE INC., formerly XL
CAPITAL ASSURANCE INC.

By:
Title:

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

By:
Title:




December 5, 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 “County™), The Bank of New York Mellon,
formerly The Bank of New York, as Trustee (the “Trustee™), JPMorgan Chase Bank, as
Liquidity Agent (the “Liquidity Agent”), and Bank of America, N.A., as liquidity provider (the
“Bank™), relating to $98,300,000 Jefferson County, Alabama Sewer Revenue Refunding
Warrants Series 2002-C-3 (the “Standby Agreement”); (b) (i) the Forbearance Agreement and
Reservation of Rights (Standby Warrant Purchase Agreement — Bank of America, N.A.), dated
as of March 31, 2008, among the County, the Bank, the Liquidity Agent, the Trustee, Financial
Guaranty Insurance Company (“FGIC”), Syncora Guarantee Inc,, formerly XU Capital
Assurance Inc. (“Syncora™) (as amended by that certain First Amendment to Forbearance
Agreement and Reservation of Rights, dated as of April 15, 2008, the “Original Forbearance
Agreement”) and (ii) the forbearance letters from the Bank to the County dated May 13, 2008,
May 30, 2008, July 31, 2008, Avgust 29, 2008 and October 30, 2008 regarding the Standby
Agreement and the Original Forbearance Agreement (the documents described in this clause (b)
are referred to collectively as the “Forbearance Agreement™); (¢} (i} the Notice and Instructions
Concerning Redemption of Bank Warrants, dated April 15, 2008, relating to the Standby
Agreement (the “Redemption Notice™); (ii) the Notice and Officer’s Certificate, dated May 29,
2008, from the Bank related to the calculation of redemption amounts under the Redemption
Notice and (jii) the Notice and Officer’s Certificate (revised) dated July 31, 2008 from the Bank
related to the revised calculation of redemption amounts under the Redemption Notice (the
documents referred to in this clause (c) collectively, the “Notice and Officer’s Certificate™),
Unless otherwise defined, capitalized terms are used hercin as defined in the Forbearance
Agreement, the Standby Agreement or the Notice and Officer’s Certificate, 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, and that



interest has accrued and continuss to accrue at the Default Rate on the Bank Warrants (the
“Unpaid Defanlt Interest™).

In recognition of the continued 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 termination of the
Forbearance Period, 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 February 20, 2009; provided that the
Bank shall receive when due (a) interest on the Bank Warrants that has accrued at the applicable
Bank Rate, as such term is defined in the Standby Agreement, and (b) scheduled principal
payments on the Bank Warrants, including, without limitation, the scheduled principal payment
due on January 2, 2009, the interest payment due on January 2, 2009 and the interest payment
due on February 2, 2009, In addition, and notwithstanding anything to the contrary contained in
the Forbearance Agreement, the Bank agrees that the Unpaid Default Interest shall be due and
payable in full by the County on the earlier of (i) February 20, 2009, or (ii) immediately upon
written notice from the Bank to the County demanding payment of such Unpaid Default Interest.
The acceptance of payments of irterest that are not calculated at the Default Rate shall not
constitute a waiver of the Bank’s rights under the Standby Agreement, the Bank Warrants, the
Related Documents, and applicable law to the accrual and payment of interest at the Default Rate
in accordance with the terms of the Standby Agreement, the Bank Warrants, and the Related
Documents. In accordance with the terms of the Standby Agreement, from January 24, 2008, the
date of the first occurrence of any continuing Event of Default, interest on the Bank Warrants has
accrued and will continue to accrue at the Defauit Rate. Syncora approves of the provisions of
this paragraph and acknowledges and confirms that all interest accrued and accruing on the Bank
Warrants is insured by the Municipal Bond Insurance Policy, 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.

For purposes of the definition of “Bank Rate” in the Standby Agreement, the Expiration
Date (as such term is defined in the Standby Agreement) shall remain at April 23, 2008. 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 constitute 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
thersto, 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 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
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 than to the Standby Agreement 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 undersigned
Bond Insurer does not coniravene or constitute 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 authorities of such Bond Insurer or with any governmental authority that has not
been obtained. Each undersigned Bond Insurer 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
applicable, to the terms and conditions of the Standby Agreement, the Bank Warrants, each Bend
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 (2) 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 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 counterparts of this
letter executed by the County, the Bond Insurers, the Trustee, and the Liquidity Agent.

[ REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



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,
BANK OF AMERICA, N.A.

By:
Title: [ o




CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA.

By: \7@.%%%)0@% Wl oxe |

Title:
PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

IPMORGAN CHASE BANK, NATIONAL ASSOCIATION,
as Liquidity Agent

By:
Title:

SYNCORA GUARANTEE INC,,
formerly known as XL Capital Assurance Inc.

By:
Title:




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

By:
Title:




December §, 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
Agreements Between Jefferson County and The Bank of Nova Scotia

Ladies and Gentlemen:

Reference is made to (a2) 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-C-4 (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 letters
from the Bank to the County dated May 14, 2008, May 30, 2008, July 31, 2008, August 27,
2008, September 30, 2008 and October 7, 2008, regarding the 2002-C-4 Standby Agreement and
the 2002-C Original Forbearance Agreement (the documents described in this clause (¢) are
referred to collectively 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 and that
interest has accrued and continues to accrue at the Default Rate on the Bank Warrants (the

“Unpaid Default Interest’™).

In recognition of the continued 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
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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, 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) February 20, 2009; provided that the Bank
shall receive when due (a) interest on the Bank Warrants that has accrued at the applicable Bank
Rate, as such term is defined in the Standby Agreement, and (b) scheduled principal payments on .
the Bank Warrants as set forth in the 2002-C-4 Notice and Instructions Concerning Redemption

of Bank Warrants, including without limitation, the principal payment due on January 2, 2009,

and the interest payment due on January 2, 2009 and the interest payment due on February 2,

2009, In addition, and notwithstanding anything to the contrary contained in the Forbearance
Agreement, the Bank agreed that, the Unpaid Default Interest shall be due and payable in full by

the County on the earlier of (i) February 20, 2009 or (ii} immediately upon written notice from

the Bank to the County demanding payment of such Unpaid Default Interest. The acceptance of

payments of interest that are not calculated at the Default Rate shall not constitute a waiver of the
Bank’s rights under the Standby Agreement, the Bank Warrants, the Related Documents, and

applicable Jaw to the accrual and payment of interest at the Default Rate in accordance with the

terms of the Standby Agreement, the Bank Warrants, and the Related Documents. In accordance

with the terms of the Standby Agreement, from January 24, 2008, the date of the first occurrence

of any continuing Event of Default, interest on the Bank Warrants has accrued and will continue

to accrue at the Default Rate. Syncora approves of the provisions of this paragraph and

acknowledges and confirms that all interest accrued and accruing on the Bank Warrants is

insured by the Municipal Bond Insurance Policy, 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. For purposes of the

definition of “Bank Rate” in the Standby Agreement, the Expiration Date (as such term is

defined in the 2002-C-4 Standby Agreement) shall remain at October 24, 2008, 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 constitute 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. 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
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 shail 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 than to the Standby Agreement 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 undersigned
Bond Insurer does not contravene or constitute 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 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. Syncora 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
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 counterparts of this
letter executed by the County, the Bond Insurers, the Liquidity Agent and the Trustee.




We look forward to continving to work cooperatively in an effort to achieve a consensual
restructuring of the County’s sewer relaied indebtedness, and of course, we remain willing to
discuss any issue with you at your convenience.

Sincerely,

THE BANK OF NOvA SCOTIA

WILLIAMR. COLLINS
MANAGING DIRECTOR

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Title;

PRESIDEN

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, as Liquidity Agent

By:
Title




SYNCORA GUARANTEE INC., formerly XL
CAPITAL ASSURANCE INC.

By:
Title:

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

By:
Title:




>

THE BANK OF NEW YORK MELLON

December 5, 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 Gentiemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of May 1,
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 liquidity provider, and
JPMorgan Chase Bank (the “Liquidity 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 (“FGIC™), Syncora
Guarantee Inc., formerly known as 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, and the letter agreements relating thereto
among the Bank, the County, and the other parties thereto, dated as of May 13, 2008, May 30,
2008, August 1, 2008, and August 29, 2008 (collectively, 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 acknowledged that
"Events of Default have occurred and are continuing under the Standby Agreement, and that
" interest has accrued and continues to accrue at the Default Rate on the Bank Warrants (the

“Unpaid Defanlt Interest”™).

In recognition of the continued 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
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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, 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 February 20, 2009; provided that the
Bank shall receive when due (a) interest on the Bank Warrants that has accrued at the applicable
Bank Rate, as such term is defined in the Standby Agreement, and (b) principal payments on the
Bank Warrants as set forth in the Series 2003-B-3 Notice and Insiructions Concerning
Redemption of Bank Warrants and the Series 2003-B-4 Notice and Instructions Concerning
Redemption of Bank Warrants, including, without limitation, the principal and interest payments
due on January 2, 2009, and the interest payment due on February 2, 2009. In addition, and
notwithstanding anything to the contrary contained in the Forbearance Agreement, the Bank
agrees that the Unpaid Default Interest shall be due and payable in full by the County on the
eatlier of (i) Febraary 20, 2009, or (ii) immediately upon written notice from the Bank to the
County demanding payment of such Unpaid Default Interest. The acceptance of payments of
interest that are not calculated at the Default Rate shall not constitute a waiver of the Bank’s
rights under the Standby Agreement, the Bank Warrants, the Related Documents, and applicable
law to the accrual and payment of interest at the Default Rate in accordance with the terms of the
Standby Agreement, the Bank Warrants, and the Related Documents. In accordance with the
terms of the Standby Agreement, from January 24, 2008, the date of the first occurrence of any
continuing Event of Default, interest on the Bank Warrants has accrued and will continue to
accrue at the Default Rate. Syncora approves of the provisions of this paragraph and
acknowledges and confirms that all interest accrued and accruing on the Bank Warrants is
insured by the Municipal Bond Insurance Policy, 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.

For purposes of the definition of “Bank Rate”™ in the Standby Agreement, the Expiration
Date (as such term is defined in the Standby Agreement) shall remain at April 23, 2008, 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 constitute 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. 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
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
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Bond Insurance Policies, or any Related Documents, or from the consequences of the existing
Events of Default or any other Event of Default. Exeept 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 execuie this letier 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 than to the Standby Agreement 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 undersigned
Bond Insurer does not confravene or constitute a default under any statute, regulation or rule of
any governmental authority or under amy 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. Bach undersigned Bond Insurer 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
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 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 defemses 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 counterparts of this
letter executed by the County, the Bond Insurers, the Trustee, and the Liquidity Agent, .
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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,

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

ﬂﬁ

Title? * thc M BOYER
VICE PRESIDENT
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CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By: ; \"f{m%()
Title:
PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION,
as Liquidity Agent

By:
Title:

SYNCORA GUARANTEE INC,,
formerly known as XL Capital Assurance Inc.

By:
Title:
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THE BANK OF NEW YORK MELLON,
formerly known as The Bank of New York,
as Trustee

Title:
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JPMorgan )

JPMORGAN CHASE BANK
REDEMPTION DATE DEFERRAL

December 5, 2008

The Bank of New York Mellon
Financial Center, 7% Floor

505 North 20" Street
Birmingham, Alabama 35203

Re:  Jefferson County, Alabama Sewer Revenue Refunding Warrants, Series 2002-C-2

Ladies and Gentlemen:

‘Reference is made to (i) the Standby Warrant Purchase Agreement, dated as of October 1,
2002 (as amended, supplemented or otherwise modified, the “Standby Agreement™), among
Jefferson County, Alabama (the “County™), The Bank of New York Mellon, formerly The
Bank of New York, as Trustee (the “Trustee™), JPMorgan Chase Bank, as Liquidity Agent,
and JPMorgan Chase Bank (the “Bank™), relating to the Jefferson County, Alabama Sewer
Revenue Refunding Warrants, Series 2002-C-2, (ii) the Notice and Instructions Concerning
Redemption of Bank Warrants, dated April 15, 2008, relating to the Standby Agreement (as
modified by the Notice and Officer’s Certificate referred to in clause (jii) below, the
“Redemption Notice™), (ii) (a) the Notice and Officer’s Certificate, dated May 29, 2008,
from the Bank related to the calculation of redemption amounts under the Redemption Notice
and (b) the Notice and Officer’s Certificate, dated October 29, 2008, from the Bank related to
the calculation of redemption amounts under the Redemption Notice (collectively, the
“Notice and Officer’s Certificate™), and (iv) (2) the Redemption Date Deferral Notice, dated
September 29, 2008 from the Bank related to the deferral of a redemption date set forth in the
Redemption Notice, (b) the Redemption Date Deferral Notice, dated October 6, 2008 from
the Bank related to the deferral of a redemption date set forth in the Redemption Notice and
(c) the Redemption Date Deferral Notice, dated October 29, 2008 from the Bank related to
the deferral of a redemption date set forth in the{Redemption Notice. Unless otherwise
defined herein, capitalized terms are used herein as defined in the Standby Agreement or the
Redemption Notice, as applicable.
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Pursuant to the Redemption Notice, this:leter shall constitute the written directions to the
Trustee by the Bank 1o defer Do January: 1, 2009 the entire $4,605,000 cugrently scheduled
10 be redeemed on December 8, 2009-and ()10 January's, 2009 the'entire- $4,603,000
originally scheduled to be redeemied on Jatiary 1, 2009; provided, however, that if the Bank
“received payrient on-or before Janbary 2, 2009 of ths amounts referenced in clause (i) hereof,

then the amounts referenced in clause (i) hereof shall be deferred-until and redeemed on
‘February 20, 2009,

‘Based upon the deferral set forth in‘the- lmmediately preceding paragraph (i} the amount of
the redemption schéduled to oscur on December 8, 2008:shall now be $0, (ii) the.amount.of
the redemption schieduled £6.occur on January 1, 2009 shall now be $4,603,000 and (iii) the
$4.6035,000 redemption origimally sciieduled to- be ocour on Janvary 1, 2009 shall now occur
on January 6, 2009; provided, however, that if the Bank.receives payment on or before
January 2, 2009 of the amenits referénced.in clause (iiyhereof, then the amounts referenced
fu clause (iif) hereof stiall e deferred until and redeemed on February 20, 2009, Exceptas
may be further modified pursnart o the Redemption Notice, aft other redemptions shall occur
on the dates and in the amounts set forth in the Redemption Notice.

Pursuant to the Redemption Notice and the Redemption Date Deferral Notice dated October
6, 2008, this Redemption Date Deferral Notice shall be effective upon execution by the Bank
and the Trustee. The Bank agrees.to promptly provide to-the County and the Bond Insurer
notice, for mformatmnal purposes only, of this Redemption Date Deferral ‘Notice.

Sincerely,

JPMORGAN CHASE BANK, as Bark

. Mj&%/ﬁ“

THe: Y ECY TWE DI RECTOR-

CONSENT AND AGREE:

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

By:
Title:
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JPMorgan

JFMORGAN CHASE BANK
REDEMPTION DATE DEFERRAL

December 5, 2008

The Bank of New York Mellon
Financial Center, 7% Floor

505 North 20™ Street
Birmingham, Alabama 35203

Re:  Jefferson County, Alabama Sewgr Revenue Refunding Warrants, Series 2002-A

Ladies and Gentlemen:

Reference is made to (i) the Standby Warrant Purchase Agreement, dated as of February 1,
2002 (as amended, supplemented or otherwise modified, the “Standby Agreement™), among
Jefferson County, Alabama (the “County”), The Bank of New York Mellon, formerly The
Bank of New York, as Trustee (the “Trustee”), and JPMorgan Chase Bank (the “Bank”),
relating to the Jefferson County, Alabama Sewer Revenue Refunding Warrants, Series 2002~
A, (ii) the Notice and Instructions Concerning Redemption of Bank Warrants, dated April 15,
2008, relating to the Standby Agreement (as modificd by the Notice and Officer’s Certificate
referred to in clause (iii) below, the “Redemption Notice™), (iii) {2} the Notice and Officer’s
Certificate, dated May 29, 2008, from the Bank related to the calculation of redemption
amounts under the Redemption Notice and (b) the Notice and Officer’s Certificate, dated
September 29, 2008, from the Bank related to the calculation of redemption amounts under
the Redemption Notice (the documents referred to in this clause (iif) collectively, the “Notice
and Officer’s Certificate™), and {iv) (2) the Redemption Date Deferral Notice, dated
September 29, 2008, from the Bank related to the deferral of a redemption date set forth in
the Redemption Notice, (b) the Redemption Date Deferral Notice, dated October 6, 2008,

- from the Bank related to the deferral of a redemption date set forth in the Redemption Notice
and (¢) the Redemption Date Deferral Notice, dated October 29, 2008, from the Bank related
"to the deferral of a redemption date set forth in the Redemption Notice. Unless otherwise
defined herein, capitalized terms are used herein as defined in the Standby Agreement or the
Redemption Notice, as applicable,
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‘Pursuant to the Kedemption Notacc, this leiter shal] constitute the. written directions to the
Trustee by.the Bank to defer (i) to; J_:_muary 1;.2009:th¢ entire $25, 365,000 currently scheduled
10 be redeemed on.Deceriber 8, 2002 dnd (it} 10-Yenvary 6, 2009 the entire $25,370,000
ongmally scheduled to-be redeeméd o1 Jandary 1,2009; provided, however, that ifthe Bank
recéives paymerit on or before Janvary 2, 2009'of the amounts referenced in clause (i) hereof,

then thie amounts referenced in clause (1i} ‘hereof stiall be deferred until'and redeemed on
February 20, 2009.

‘Based upon the deferral set forth in the immediately preceding paragraph, (i) the amount of
he redemption scheduled to occur.on December 8, 2008 shall now be'$0, (i) the.amotmnt of
the redemption scheduled to occur on January 1, 2009 shall now.be $25,365,000 and (ifi) the
$25,370,000 xedempﬁon originally: scheduled to be oecur on Janvary 1, 2009 shall now occur
.on January 6, 2009; ‘provided, however, that. if the Bink receives payment on or before
January 2, 2009 of the. amounts referenced ity clause (if) hiereof, then the amiounts referenced
in clause (iii) hereof shall be deferred until end redeemed on February 20, 2009. Except as
may be further modified pursuant to the Redemption Notice, all other redemptions shall occur
on the dates and in the amounts set forth in the Redemption Notice.

Porsuant to the. Redemption Notice and the Redemption Date Deferral Notice dated October
6, 2008, this Redemption Date Deferral Notice shall be effective upon execution by the Bank

and the Trustee. The Bank agrees to promptly provide to the County and the Bond Insurer
notice, for informational purposes only, of this Redemption Date Deferrul Notice.

Sincerely,

JPMORGAN CHASE BANK, as Bank

By: ngé-au.& m\

Tile: EXECY TIVEE PIRECTYOR.

CONSENT AND AGREE:

THE BANK OF NEW YORX MELLON,
formerly THE BANK OF NEW YQORK, as Trustee

By
Title:

SQPS00-0243-DHF05-HY01, EH61 7352




