JPMorgan £

May 30, 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 JPMorgan Chase Bank

Ladies and Gentlemen:

Reference is made to (2) the Standby Warrant Purchase Agreement, dated as of
October 1, 2002, among the Jefferson County, Alabama (the “County”), The Bank of
New York, as trustee (the “Trustee”), JPMorgan Chase Bank, as liquidity agent (the
“Liquidity Agent”), and JPMorgan Chase Bank, as liquidity provider (the “Bank™),
relating to $73,700,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants
Series 2002-C-2 (the “Standby Agreement”); (b) the Forbearance Agreement and
Reservation of Rights, dated as of March 31, 2008, among the County, the Trustee,
Financial Guaranty Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XLCA™)
and the Bank (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 (c) the letter from the Bank to the County dated May 13, 2008,
regarding the Standby Agreement and the Forbearance Agreement (the documents
described in clauses (b) and (c) are referred to as the “Forbearance Agreement”). Unless
otherwise defined, capitalized terms are used herein as defined in the Standby Agreement
or the Forbearance Agreement, as applicable,

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Defauit have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to accrue at the Default Rate on the
Bank Warrants, and that all interest accrued at the Default Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008 and May 1, 2008
{the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.

1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. {prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bauk, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Peried
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter; (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $1,056,305.47 as described in clause (i) of Section 3 of
this letter, (€) the Bank shall not receive on or before June 3, 2008, an additional principal
payment on account of the Bank Warrants in the amount of $1,056,305.47 as described in
clause (ii) of Section 3 of this letter; or (f) the forbearance period under the forbearance
agreement to be entered into between the County and XLCA shall terminate or expire.

2. Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
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agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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.

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $1,056,305.47,
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $1,056,305.47; provided, that the Parties acknowledge and
agree that (a) the payment referenced in this clause (ii) shall be made by XLCA pursuant
to the applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to
the terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the $1,056,305.47
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event, and (¢) nothing contained herein shall create or
cause to be incurred any separate or independent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accerdance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liquidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
‘Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal installment originally scheduled to be paid
on the first Business Day of July 2008, The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principal
installments payable by the County in respect of the Bank Warrants are insured by the
Municipal Bond Insurance Policy, subject, to the extent applicable, to the terms and
conditions of the Standby Agreerhent, the Bank Warrants, each Bond Insurance Policy,
the other Related Documents, and any and all documents related thercto. As long as the
Forbearance Period has not terminated in accordance with the terms hereof, the Bank
shall not deliver to the Trustee the notice referred to in the second paragraph of the
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Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A,

4, Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

5. Regervation of Rights, Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 Default, or relieve or release the County or the Bond Insurers from any
of their respective obligations, as applicable, under the Standby Agresment, 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in sections 2 and 3 of this letter), 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.

6. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party agamst whom the enforcement of the changg,
modification, waiver, discharge or termination is asserted.
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7. Reaffirmation of Representations, Warranfies, Covenants and
Undertakings “of the Ct County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute & default under any statute, regulation
or rule of any governmental authority or umder any provision of the County’s
organizational documents or any contractual restriction binding on the County {including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

8. Representations of Undersigned Bond Insurers. The execution,
delivery and performance of this letter agreement by each undersigned Bond Insurer does

not contravene or constitute a defaunlt 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. XLCA 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 ¢ach
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.

9, Governing Law. This letter shall be deemed to be a contract under, and

shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.
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10.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

11. Due Authorization; Integration. FEach Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, ¢ach
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

12.  Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed te forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document,

S09600-0283-08706-NY01.2727381 .4



FROM {FRI) 5.30"08 12:53/8T. {2:52/N0. 4863793172 P 2
7

We look forward 10 continving to work cooperatively in an effort to achicve 2
consensual restructuring of the County’s sewer related indobtedness, and of course, we
yemain willing to disouss any issue with yon at your convenience.

Sincerely,

YPMORGAN CHASE BANK

Tille: Eyezr v FWE praceref.

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

%e:\gﬂ:{l%o \4 VI/UU &MZAW

PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY '

By.
Titl

XL CAPITAL ASSURANCE INC.

By:
Tite:

S0REO0-D2R-ORICENYTL.ZTATITS, )



FROM ' (FRI) 5. 30' 06 12:53/8T. 12:52/K0, 4863793172 P 2
7

Wo look forward 10 continuing to wark cooperativaly in an effert to achieve 8
vonsenwizal restractaring of the County’s sewer relaled indcbtedness, md of course, we
rerain willing to discuss any issus with you at your convenjcnce.

Sincerely,
JPMORGAN CHASE BANK

L]

By:
Ne Fyervmve precerell.

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

BY: .
Tile foifvczsy fs fessspfis s

XL CAPITAL ASSURANCE INC.

By
Title: ng'f' G-No, H.l- \Sw\,\'

RKeeD-0INV-IRI0SHYTLIZITITP. )




TEE BANK OF NEW YORK, as Trustee

o P

Title:  VICE PRESIDENT

_JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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FROM (_FRI) b 30' 08 12:53/8T, 12:52/R0. 4863793172 P 3

8

THE BANK OF NEW YORK, as Trustee

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Ageat

M A AT

Txtlc BRECV TWE PiEc TER—

SU5600.IG-OFT06-NYR ZFITS .Y



- The BANK
. 5/ NEW YORK.

May 30, 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

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,
as Trustee (the “Trustee”), 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”); (b) the Forbearance Agreement and Reservation of Rights, dated
as of March 31, 2008, among the County, the Trustee, Financial Guaranty Insurance
Company (“FGIC™), XL Capital Assurance Inc. (“XLCA”), the Liquidity Agent, and the
Bank, as amended by that certain First Amendment to Forbearance Agreement and
Reservation of Rights, dated as of April 15, 2008 (the “Original Forbearance
Agreement™); and (c) the letter from the Bank to the County dated May 13, 2008,
regarding the Standby Agreement and the Original Forbearance Agreement. The
documents described in clauses (b) and (¢) are referred to as the “Forbearance
Agreement.” Unless otherwise defined, capitalized terms are used herein as defined in the
Standby Agreement or the Forbearance Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.
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1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows. Subject to the terms and
conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter, (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $723,465.24 as described in clause (1) of Section 3 of
this letter, (e) the Bank shall not receive on or before June 3, 2008, an additional principal
payment on account of the Bank Warrants in the amount of $723,465.24 as described in
clause (ii) of Section 3 of this letter, or (f) the forbearance period under the forbearance
agreement to be entered into between the County and XLCA shall terminate or expire .

2. Pavment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
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Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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.

3. Payment of Principal. The Bank shall be paid (i} no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $723,465.24,
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $723,465.24; provided, that the Parties acknowledge and agree
that (a) the payment referenced in this clause (ii} shall be made by XLCA pursuant to the
Municipal Bond Insurance Policy, subject, to the extent applicable, to the terms and
conditions of the Standby Agreement, the Bank Warrants, the Municipal Bond Insurance
Policy, the other Related Documents, and all documents related thereto, (b) the failure for
any reason of the Bank to receive the $723,465.24 payment referenced in this clause (ii)
on or prior to June 3, 2008, shall constitute a Forbearance Period termination event, and
(c) nothing contained herein shall create or cause to be incurred any separate or
independent obligation of or by XLCA to make any payment under the Municipal Bond
Insurance Policy or otherwise. Subject only to the forbearance in effect during the
Forbearance Period, the acceptance of such partial payment of principal by the Bank 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 payment of principal in
accordance with the terms of the Standby Agreement, the Related Documents and the
Bank Warrants. The Bank, the Liquidity Agent, and the Trustee agree that until the
termination of the Forbearance Period no additional Event of Default under the Standby
Agreement will occur if the County does not redeem the Bank Warrants under Section
3.02 of the Standby Agreement in excess of the amounts paid no later than June 3, 2008
pursuant to this Section 3 so as to enable the Trustee to pay the first quarterly principal
installment originally scheduled to be paid on the first Business Day of April 2008 or the
second quarterly principal installment originally scheduled to be paid on the first
Business Day of July 2008. The County and XLCA acknowledge that nothing herein is
intended or shall be deemed to prejudice or otherwise alter the County’s covenants and
agreements in accordance with the provisions of Section 3.02 of the Standby Agreement
and that such covenants and agreements of the County shall be fully enforceable upon the
expiration of the Forbearance Period. XLCA approves of the provisions of this Section 3
and acknowledges and confirms that all quarterly principal instaliments payable by the
County in respect of the Bank Warrants are 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 documenits related thereto. As long as the Forbearance Period
has not terminated in accordance with the terms hereof, the Bank shall not deliver to the
Trustee the notice referred to in the second paragraph of the Bank’s letter to the Trustee,
dated May 29, 2008, related to the deferral of redemption dates under the Redemption
Notice, a copy of which is annexed hereto as Exhibit A.
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4, Expiration Date. The Expiration Date (as such term is defined in the
Standby Agreement) shall not occur until the end of the Forbearance Period; provided,
however, that for purposes of the definition of “Bank Rate” in the Standby Agreement,
the Expiration Date shall remain at April 23, 2008 as set forth in the Forbearance
Agreement. XLCA 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.

5. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

6. Reservation of Rights. Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in Sections 2 and 3 of this letter), 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.

7. Scope of Agreement, Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or a modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
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the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.

8. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

9, Representations _of Undersigned Bond Insurers. 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. XLCA 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 defenses of any undersigned Bond Insurer, as such rights and/or
defenses existed prior to the execution of this letter agreement, under the Standby
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Agrecement, the Bank Warrants, the Bond Insurance Policies, the other Related
Documents, and any and all documents related thereto.

10. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

11.  Counterparts. This letter may be executed in muitiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

12.  Due_Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

13.  Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.
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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

o S

Title: /' ~
e V770 AN 0. KENNEDY
VICE PRESIDENT

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

Title: " PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Titl

XL CAPITAL ASSURANCE INC.

By
Title:
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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

By:
Title:

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By: . -
Title A 7pci250 fsfesssaiiv

XL CAPITAL ASSURANCE INC,

By: )
Tide: Prnsl it
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THE BANK OF NEW YORK, as.Trustee .

" Title: VICE PRESIDRuvI

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:

OHS West:260447216.6
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THE BANK OF NEW YORK, as Trustee

By:
Title:

JEMORGAN CHASE BANK, 8s Liquidity Agent

By: &W

Titls: A nN RURINSKAS
MANAGING DIRECTOR

OHE Weat: 2604472166




May 30, 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, 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) 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 Trustee, the Liquidity Agent, Financial Guaranty
Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XLCA”) and the Bank (as
amended by that certain First Amendment to Forbearance Agreement and Reservation of
Rights, dated as of April 15, 2008, the “Qriginal Forbearance Agreement”); and (c) the
letter from the Bank to the County dated May 13, 2008, regarding the Standby Warrant
Purchase Agreement and the Original Forbearance Agreement, as acknowledged and
agreed to by the County and the Liquidity Agent (the documents described in clauses (b)
and (c) are referred to as the “Forbearance Agreement”). Unless otherwise defined,
capitalized terms are used herein as defined in the Standby Agreement or the Forbearance
Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Bvents of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to accrue at the Default Rate on the
Bank Warrants, and that all interest accrued at the Default Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention not to exercise any
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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 May 30, 2008.

1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
du-ectmg or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a2) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $1,378,744.45 as described in clause (i) of Section 3 of
this letter, (€) the Bank shall not receive on or before June 3, 2008, an additional principal
payment on account of the Bank Warrants in the amount of $1,378,744.45 as described in
clause (ii) of Section 3 of this letter; or (f) the forbearance period under the forbearance
agreement to be entered into between the County and XLCA shall terminate or expire.

2. Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XL.CA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
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expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
Warrants accerued through July 1, 2008 in excess of the amount paid on June 1, 2008 and
July 1, 2008 pursuant to this Section 2. XL.CA approves of the provisions of this Section
2 and acknowledges and confirros 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.

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008 a partial principal payment on the Bank Warrants in the amount of $1,378,744.45
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $1,378,744.45; provided, that the Parties acknowledge and
agree that (a) the payment referenced in this clause (ii) shall be made by XLCA pursuant
to the applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to
the terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the §1, 378,744.45
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event , and {c) nothing contained herein shall create or
cause to be incurred any separate or mdependent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liguidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal installment originally scheduled to be paid
on the first Business Day of July 2008. The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principai
instafllments payable by the County in respect of the Bank Warrants are 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. As long as the
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Forbearance Period has not terminated in accordance with the terms hereof, the Bank
shall not deliver to the Trustee the notice referred to in the second paragraph of the
Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A.

4. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

5. Reservation of Rights. Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in Sections 2 and 3 of this letter), 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.

6. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
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changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.

7. Reaffirmation _of Representations, Warranties. Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any govemnmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

8. Representations of Undersigned Bond Insurers. 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. XLCA 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 docunents 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.
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9. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

_ 10.  Counterparts. This letter may be executed in multiple counterparts, each

of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

11. Due_Authorization; Integration. FEach Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This lefter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance' Agresment) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Pol:cy, the other Related Documents, and any and all documents related
thereto.

12, Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.

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.
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Sincerely,

BANK OF AMERICA, N.A,

By:
Title:



CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

o Btaw e Ll

Title: bRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:

Titl

XL CAPITAL ASSURANCE INC.

By:
Title:

THE BANK OF NEW YORK, as Trustee

By
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:




CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

-

By: e

Title " g7 21259 Y. 24 %z;;,/?',\; 5

XL CAPITAL ASSURANCE INC.

THE BANK QF NEW YORK, as Trustee

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:




CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By’

Title -

XL CAPITAL ASSURANCE INC.

By:
Title:

THE BANK OF NEW YORK, as Trustee

o YT

Title:  wiCE PRESIDENT

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA,

By:
Title:

" FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

XL CAPITAL ASSURANCE INC.

By:
Title:

THE BANK OF NEW YORK, as Trustes

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

AL —

Title: 7 ()

ANN KURINSKAS
MANAGING DIRECTOR




May 30, 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 Nova Scotia

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
May 1, 2003, among the 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, as liquidity provider (the “Bank”), relating to
$73,700,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants Series
2002-C-4 (the “Standby Agreement”); (b) the Forbearance Agreement and Reservation of
Rights, dated as of March 31, 2008, among the County, the Trustee, Financial Guaranty
Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XI.CA”) and the Bank (as
amended by that certain First Amendment to Forbearance Agreement and Reservation of
Rights, dated as of April 15, 2008, the “Original Forbéarance Agreement”); and (c) the
letter from the Bank to the County dated May 13, 2008, regarding the Standby
Agreement and the Forbearance Agreement (the documents described in clauses (b) and
(c) are referred to as the “Forbearance Agreement”). Unless otherwise defined,
capitalized terms are used herein as defined in the Standby Agreement or the Forbearance
Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.
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1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter; (d) the
Bank shali not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $1,065,551.04 as described in clause (i) of Section 3 of
this letter, (e) the Bank shall not receive on or before June 3, 2008, an additional principal
payment on account of the Bank Warrants in the amount of $1,065,551.04 as described in
clause (ii) of Section 3 of this letter; or (f) the forbearance period under the forbearance
agreement to be entered into between the County and XLCA shall terminate or expire.

2. Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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,
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
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Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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,

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $1,065,551.04,
and (i) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $1,065,551.04; provided, that the Parties acknowledge and
agree that (a) the payment referenced in this clause (ii) shall be made by XLCA pursuant
to the applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to
the terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the $1,065,551.04
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event, and (¢) nothing contained herein shall create or
cause to be incurred any separate or independent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liquidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal instaliment originally scheduled to be paid
on the first Business Day of July 2008. The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principal
. installments payable by the County in respect of the Bank Warrants are 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. As long as the
Forbearance Period has not terminated in accordance with the terms hereof, the Bank
shall not deliver to the Trustee the notice referred to in the second paragraph of the
Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A.
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4, Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

5. Reservation of Rights, Nothing contained in this letier is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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 Defauit. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in sections 2 and 3 of this letter), 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.

6. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in. full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.
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7. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

8. Representations of Undersigned Bond Insurers. 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. XIL.CA hereby ratifies and confirms
the Municipal Bond Insurance Policy and its insurance, in accordance with the terms
thereof, of all payments of principal and interest on the Bank Warrants, subject, 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 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.

9. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules,
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10.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

11.  Due Authorization; Integration, Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly

authorize its execution and delivery of this letter. This lefter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

12.  Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and.3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.
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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 NOVA SCOTIA

o /M/é

Title:
WILLIAMR. COLLINS
MANAGING DIRECTOR

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

o it i Cllle

it PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

Txtie

XL CAPITAL ASSURANCE INC.

By:
Title:
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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 NOVA SCOTIA

By:
Title:

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By:
Title;

FINANCIAL GUARANTY INSURANCE COMPANY

Title Ao i 25 AifoessTivs

XL CAPITAL ASSURANCE INC.,

By‘w |

Title: %J‘? o % )
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TEHE BANK OF NEW YORK, as Trustee

/4/1’7%%4

Title:  V{CE PRESIDENT

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title: .
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THE BANK OF NEW YORK, as Trustee

By: . '
Title: '

IPMORGAN CHASE BANK, as Liquidity Agent

By: /W
N

Title: .
ANN KURINSKAS
MANAGING DIRECTOR
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JPMorgan €
May 30, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attni: President of County Commission

Re: Standby Warrant Purchase Agreement and Related Forbearance
Agreement Between Jefferson County and JPMorgan Chase Bank

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
Febmary 1, 2002, among the Jefferson County, Alabama (the “County™), The Bank of
New York, as trustee (the “Trustee™), and JPMorgan Chase Bank, as liquidity provider
{the “Bank™), relating to $110,000,000 Jefferson County, Alabama Sewer Revenue
Refunding Warrants Series 2002-A (the “Standby Agreement”); (b) the Forbearance
Agreement and Reservation of Rights, dated as of March 31, 2008, among the County,
the Trustee, Financial Guaranty Insurance Company (“FGIC™), XL Capital Assurance
Inc. (“XLCA™) and the Bank (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 (c) the letter from the Bank to the County dated
May 13, 2008, regarding the Standby Agreement and the Forbearance Agreement (the
documents described in clauses (b) and (c¢) are referred to as the “Forbearance
Agreement™). Unless otherwise defined, capitalized terms are used herein as defined in
the Standby Agreement or the Forbearance Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
{the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.



1. Forbearance. In recognition of 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 has agreed to proceed
as follows: Subject to the terms and conditions hereof, during the period (the
“Forbearance Period”) from the execution hereof by the Parties hereto until 5:00 p.m.
(prevailing Birmingham, Alabama time) on July 31, 2008, the Bank shall forbear from
exercising, and from directing or otherwise taking any action to cause the Trustee to
exercise, any rights or remedies that the Bank or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008 the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter; or (d)
the forbearance period under the forbearance agreement to be entered into between the
County and XLCA shall terminate or expire.

2. Payvment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum, Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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,
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and FGIC acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
expiration of the Forbearance Period. The Bank and the Trustee agree that until the
expiration of the Forbearance Period, no additional Event of Default under the Standby
Agreement will occur if the County does not pay interest on the Bank Warrants accrued
through July 1, 2008 in excess of the amount paid on June 2, 2008 and July 1, 2008
pursuant to this Section 2. FGIC approves of the provisions of this Section 2 and
acknowledges and confirms that all interest accrued and aceruing 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
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Insurance Policy, the other Related Documents, and any and all documents related
thereto.

3. Payment of Principal. As set forth in the Bank’s letter to the Trustee,
dated May 29, 2008, related to the deferral of redemption dates under the Redemption
Notice (the “Redemption Date Deferral Letter”) a copy of which is annexed hereto as
Exhibit A, the Bank agreed to defer (i) to July 1, 2008 the entire $8,100,000 that would
otherwise be scheduled to be redeemed on June 1, 2008, as modified by the Notice and
Officer’s Certificate (as defined in the Redemption Date Deferral Letter) and (ii) to
August 1, 2008, (a) the entire $8,100,000 of the amount that would otherwise be
scheduled to be redeemed on June 1, 2008, as modified by the Notice and Officer’s
Certificate that was deferred to July 1, 2008 pursuant fo clause (i) above, and (b) the
entire $8,970,000 originally scheduled to be redeemed on July 1, 2008, as modified by
the Notice and Officer’s Certificate, The Bank and the Trustee agree that until the
termination of the Forbearance Period no additional Event of Default under the Standby
Agreement will occur if the County does not redeem the Bank Warrants under Section
3.02 of the Standby Agreement so as to enable the Trustee to pay the first quarterly
principal installment originally scheduled to be paid on the first Business Day of April
2008 or the second quarterly principal installment originally scheduled to be paid on the
first Business Day of July 2008. The County and FGIC acknowledge that nothing herein
is intended or shall be deemed to prejudice or otherwise alter the County’s covenants and
agreements in accordance with the provisions of Section 3.02 of the Standby Agreement
and that such covenants and agreements of the County shall be fully enforceable upon the
expiration of the Forbearance Period. FGIC approves of the provisions of this Section 3
and acknowledges and confirms that all quarterly principal installments payable by the
County in respect of the Bank Warrants are 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 Municipal Bond Insurance Policy, the other Related
Documents, and any and all documents related thereto. As long as the Forbearance
Period has not terminated in accordance with the terms hereof, the Bank shall not deliver
10 the Trustee the notice referred to in the second paragraph of the Redemption Date
Deferral Letter.

4. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery {a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Bond Insurers, and the
Trustee immediately upon their execution and delivery to the County.

5. Reservation of Rights. Nothing contained in this letter is infended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation fo the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), the Forbearance Agreement, the Bank
Warrants, the Bond Insurance Policies, the other Related Documents, any and all
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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 tn
this letter is intended as or shall 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in sections 2 and 3 of this letter), 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.

6. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.

7. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and

warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement, The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

8. Representations of Undersigned Bond Insurers. The execution,
delivery and performance of this letter agreement by each undersigned Bond Insurer does
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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. FGIC 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 Hmiting
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.

9. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

10.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

11. Due_Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
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on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

12,  Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Apreements 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 Sections 2 and 3 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.
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FROM ~(FRI} 5.30°08 12:53/5T. 12:52/N0, 4863793172 F 5
’ 7

We look forward to contimuing to work cooperatively in an effort to achieve a
consensual reatructuring of the County’s sewer related indebiedness, and of course, we
retnzin willing to discuss any issue with you at your convepience.

Sinocerely,
JPMORGAN CHASE BANK

M ] T

'nﬂe EXECU T (VE, DiRECTOR.

CONSENT AND AGREF:

JEFFERSON COUNTY, ALABAMA.

By: V?/W}\%WLU M

Tite PRESIDENT

FINANCIAL GUARANT'Y INSURANCE COMPANY

By:
Title

XL CAPITAL ASSURANCE INC, -

By
Tithe:
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We look forweard to contimuing to work cooperatively in an effort to achieve 2
consensual regtructuring of the Cotarty's sswer related indebiedness, mmd of cowse, we
remain willing to discuss any issus with you ot your eonveoience.

Sincerely,
JPMORGANGHASBBANK

ML

nﬂe. BRECUTIVE  DIRECTOR.

CONSENT AND AGREE:
JEEFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANT'Y INSURANCE COMPANY

L

Tile 7 Tk 240 A5/ esesrtovs

XL CAPITAL ASSURANCE INC., -

SOPADALORYDITDENYEL 2723813




THE BANK OF NEW YORK, as Trustee

. LA

Title: -
e \CE PRESIDENT
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May 30, 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 Societe Generale, New York
Branch

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
May 1, 2003, among the Jefferson County, Alabama (the “County”), The Bank of New
York, as trustee (the “Trustee™), JPMorgan Chase Bank, as liquidity agent (the “Liquidity
Agent”), and Societe Generale, New York Branch, as liquidity provider (the “Bank”™),
relating to $55,000,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants
Series 2003-B-2 (the “Standby Agreement”); (b) the Forbearance Agreement and
Reservation of Rights, dated as of March 31, 2008, among the County, the Trustee,
Financial Guaranty Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XLCA”)
and the Bank (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 (c¢) the letter from the Bank to the County dated May 14, 2008,
regarding the Standby Agreement and the Forbearance Agreement (the documents
described in clauses (b) and (c) are referred to as the “Forbearance Agreement”). Unless
otherwise defined, capitalized terms are used herein as defined in the Standby Agreement
or the Forbearance Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention not to exercise any
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THE BANK OF NEW YORK, as Trustee

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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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 May 30, 2008.

1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter, (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $790,495.56 as described in clause (i) of Section 3 of
this letter, (¢) the Bank shall not reccive on or before June 3, 2008, an additional
principal payment on account of the Bank Warrants in the amount of $790,495.56 as
described in clause (ii) of Section 3 of this letter, or (f) the forbearance period under the
forbearance agreement to be entered into between the County and XI.CA shall terminate
or expire.

2, Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
shall not constitute a waiver of the Bank’s rights under the Standby Agreement, the Bank
Warrants, the Related Documents, and applicable law fo the accrual and payment of
interest in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
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expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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.

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $§790,495.56,
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $790,495.56; provided, that the Parties acknowledge and agree
that (a) the payment referenced in this clause (ii) shall be made by XLCA pursuant to the
applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to the
terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the $790,495.56
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event, and (c) nothing contained herein shall create or
cause to be incurred any separate or independent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liquidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal installment originally scheduled to be paid
on the first Business Day of July 2008, The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principal
installments payable by the County in respect of the Bank Warrants are 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. As long as the
Forbearance Period has not terminated in accordance with the terms hereof, the Bank
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shall not deliver to the Trustce the notice referred to in the second paragraph of the
Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A.

4. Expiration Date. The Expiration Date (as such term is defined in the
Standby Agreement) shall not occur until the end of the Forbearance Period; provided,
however, that for purposes of the definition of “Bank Rate” in the Standby Agreement,
the Expiration Date shall remain at Aprl 23, 2008 as set forth in the Forbearance
Agreement, XLCA 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.

5. Conditions Precedent. The obligations of the Parties hercunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

6. Reservation of Rights. Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in Sections 2 and 3 of this letter), 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.

7. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constifutes a waiver, an amendment or modification of the

SERIES 2003-B-2 SEWER WARRANTS



Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.

8. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

9. Representations _of Undersicned Bond Insurers. The execufion,
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. XLCA hereby ratifies and confirms
the Municipal Bond Insurance Policy and its insurance, in accordance with the terms
thereof, of all payments of principal and interest on the Bank Warrants, subject, to the
extent applicable, to the terms and conditions of the Standby Agreement, the Bank
Warrants, cach Bond Insurance Policy, the other Related Documents, and any and all
documents related thereto. Each undersigned Bond Insurer hereby ratifies and confirms
the DSRF Insurance Policy issued by it, subject, to the extent applicable, to the terms and
conditions of the Standby Agreement, the Bank Warrants, each Bond Insurance Policy,
the other Related Documents, and any and all documents related thereto. Without 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
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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.

10. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

11.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

12. Due Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

13. Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.
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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,

SOCIETE GENERALE, NEW YORK
BRANCH

By: .~
Tlt‘le/’)h{_é:c* 7o

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

Tite PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

XL CAPITAL ASSURANCE INC.

Tlﬂe
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We look forward to continuing to work cooperatively in an effort to achicve &
consensual restructuring of the County’s sewer related indebtedness, and of course, we
remain willing to discuss any issue withyou at your convenience.

Sincerely,

SOCIETE GENERALE, NEW YORK
BRANCH

. 7 //"",’7

T':;‘ g . . 'J-‘.‘—----"“---..._
By: /i g -
Titler™ 7, ¢ g =7 15w

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

FINANCIAL GUARANTY INSURANCE COMPANY

By;,
Title F/Tjinl 1250 K5 foss52/ TV

X1 CAPITAL ASSURANCE INC.

Byr__A_Q'AJQ Y el

THE FI0 ¥ Gy HE-( S,
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THE BANK, OF NEW YORK, as Trustee

éé/fﬂ:%

Tlﬂe ViCE PRESIDENT

JPMORGAN CHASE BANK, as Liquidity Agent

. B¥:
Title:

UM O SO SUUUID U —— g O R e gL iR S e et
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THE BANK OF NEW YORK, as Trustee

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

S ST
T

Title:

ANN KURINSKAS
MANAGING DIRECTOR




May 30, 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 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 the Jefferson County, Alabama (the “County”), The Bank of
New York, as trustee (the “Trustee”), JPMorgan Chase Bank, as liquidity agent (the
“Liquidity Agent™), and Societe Generale, New York Branch, as liquidity provider (the
“Bank”™), relating to $147,600,000 Jefferson County, Alabama Sewer Revenue Refunding
Warrants Series 2002-C-6 (the “Standby Agreement”); (b) the Forbearance Agreement
and Reservation of Rights, dated as of March 31, 2008, among the County, the Trustee,
Financial Guaranty Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XLCA”)
and the Bank (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 (c) the letter from the Bank to the County dated May 14, 2008,
regarding the Standby Agreement and the Forbearance Agreement (the documents
described in clauses (b) and (c) are referred to as the “Forbearance Agreement”). Unless
otherwise defined, capitalized terms are used herein as defined in the Standby Agreement
or the Forbearance Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
(the “Unpaid Interest™) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention not to exercise any
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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 May 30, 2008.

1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (2) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (¢} the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter, (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $2,091,808.43 as described in clause (i) of Section 3 of
this letter, (¢) the Bank shall not receive on or before June 3, 2008, an additional
principal payment on account of the Bank Warrants in the amount of $2,091,808.43 as
described in clause (ii) of Section 3 of this letter, or (f) the forbearance period under the
forbearance agreement to be entered into between the County and XLCA shall terminate
Or expire.

2. Pavment of Interest. On each of June 2, 2008 and July 1, 2008, in partiai
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
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expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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.

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $2,091,808.43,
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $2,091,808.43; provided, that the Parties acknowledge and
agree that (a) the payment referenced in this clause (ii) shall be made by XIL.CA pursuant
to the applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to
the terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the $2,091,808.43
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event, and (¢) nothing contained herein shall create or
cause to be incurred any separate or independent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liquidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal installment originally scheduled to be paid
on the first Business Day of July 2008. The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principal
installments payable by the County in respect of the Bank Warrants are 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. As long as the
Forbearance Period has not terminated in accordance with the terms hereof, the Bank
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shall not deliver to the Trustee the notice referred to in the second paragraph of the
Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A.

4. Expiration Date. The Expiration Date (as such term is defined in the
Standby Agreement) shall not occur until the end of the Forbearance Period; provided,
however, that for purposes of the definition of “Bank Rate” in the Standby Agreement,
the Expiration Date shall remain at April 23, 2008 as set forth in the Forbearance
Agreement. XLCA 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.

5. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

6. Reservation of Rights. Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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, This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in Sections 2 and 3 of this letter), 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.

7. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or modification of the
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Standby Agreement {except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.

8. Reaffirmation _of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

9. Representations _of Undersigcned Bond Insurers. 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. XLCA 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 ratifiecs 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
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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.

10.  Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

11.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

12. Due Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

13.  Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.
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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,

SOCIETE GENERALE, NEW YORK
BRANCH

-

By~ :
Title;, 9,24 ¢ 7o~

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

Title:
PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

XL CAPITAL ASSURANCE INC.

By:
Title:
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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,

SOCIETE GENERALE, NEW YORK
BRANCH

By:___-
Title;, - y’)/ gfﬂ 7 b

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

N

Tille Ao, 25n Ry fors ¢~7v‘ 3

XL CAPITAL ASSURANCE INC.

By: gﬂﬂg

Title: ND< (198 ‘-S"v\h
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THE BANK OF NEW YORK, as Trustee

By: /Wﬂﬁié

Title: VICE PRESIDENT

JPMORGAN CHASE BANK, as Liquidity Agent

By
- Title:
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THE BANK OF NEW YORK, as Trustze

By
Title:

JPMORGAN CHASE BANK, as Liguidity Agent

By: Q’{@“M

Title:

ANN KURINSKAS
MANAGING DIRECTOR
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May 30, 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 Lloyds TSB Bank TLC

Ladies and Gentlemen:

Reference is made to (a) the Standby Warrant Purchase Agreement, dated as of
May 1, 2003, among the 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 TLC, as liquidity provider (the “Bank™), relating to
$73,700,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants Series
2003-B-7 (the “Standby Agreement™); (b) the Forbearance Agreement and Reservation of
Rights, dated as of March 31, 2008, among the County, the Trustee, Financial Guaranty
Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XLCA™) and the Bank (as
amended by that certain First Amendment to Forbearance Agreement and Reservation of
Rights, dated as of April 15, 2008, the “Original Forbearance Agrecement™); and (c) the
letter from the Bank to the County dated May 13, 2008, regarding the Standby
Agreement and the Forbearance Agreement (the documents described in clauses (b) and
(c) are referred to as the “Forbearance Agreement”). Unless otherwise defined,
capitalized terms are used herein as defined in the Standby Agreement or the Forbearance
Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.

2445452.01.03.doc



1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period™) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter; (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $1,517,427.88 as described in clause (i) of Section 3 of
this letter, (e) the Bank shall not receive on or before June 3, 2008, an additional principal
payment on account of the Bank Warrants in the amount of $1,517,427.88 as described in
clause (ii) of Section 3 of this letter; or (f) the forbearance period under the forbearance
agreement to be entered into between the County and XLCA shall terminate or expire.

2. Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July 1,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
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Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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.

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $1,517,427.88,
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $1,517,427.88; provided, that the Parties acknowledge and
agree that (a) the payment referenced in this clause (ii) shall be made by XLCA pursuant
- to the applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to
the terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the $1,517,427.88
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event, and (c¢) nothing contained herein shall create or
cause to be incurred any separate or independent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liquidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal instaliment originally scheduled to be paid
on the first Business Day of July 2008. The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principal
installments payable by the County in respect of the Bank Warrants are 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. As long as the
Forbearance Period has not terminated in accordance with the terms hereof, the Bank
shall not deliver to the Trustee the notice referred to in the second paragraph of the
Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A.
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4, Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

5. Reservation of Rights. Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 manrner 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in sections 2 and 3 of this letter), 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 ¢onstitute an election of remedies.

6. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the
Forbearance Agreement constitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.
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7. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and

warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

8. Representations of Undersigned Bond Insurers. 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. XLCA 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 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
Agreement, the Bank Warrants, the Bond Insurance Policies, the other Related
Documents, and any and all documents related thereto.

9. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.
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10.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

11.  Due Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

12,  Consent, Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document {other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.
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We look forward to contmumg to work cooperatlvely m an effort to achieve a
consensual restructuring of the County’s sewer related indebtedness, and of course, we
remain willing to discuss- any- issue w1th you at your convemence

Sincerely, -
'LLOYDS TSB BANK PLC

By: M

itla Pres

Title: i “m‘;;‘?m’fmfems Support
By:_%rﬁ————
Titler - EFIG Isban

" Director

002

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By: %Cﬁ;{/ ‘jz//%j)

Tile: PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY -

By:
Title

XL CAPITAL ASSURANCE INC,

Tnle



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

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By: .~ _
Title A0k 250 A?‘/e'zﬁwﬂ\/z

XL CAPITAL ASSURANCE INC.
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THE BANK OF NEW YORX, as Trustee

vy

Title:  VICE PRESIDENT

' JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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THE BANK OF NEW YORK, as Trustee

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

By: Q“ W

A\‘J’KURINSKAS
MANAGING DIRECTOR
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May 30, 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 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 the Jefferson County, Alabama (the “County”), The Bank of New
York, as trustee (the “Trustee), JPMorgan Chase Bank, as liquidity agent (the “Liquidity
Agent™), and State Street Bank and Trust Company, as liquidity provider (the “Bank™),
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 (the “Standby Apgreement™); (b) the Forbearance Agreement
and Reservation of Rights, dated as of March 31, 2008, among the County, the Trustee,
Financial Guaranty Insurance Company (“FGIC™), XL Capital Assurance Inc. (“XLCA™),
the Liquidity Agent and the Bank (as amended by that certain First Amendment to
Forbearance Agreement and Reservation of Rights, dated as of April 15, 2008, the
“Original Forbearance Agreement™); and (c) the letter from the Bank to the County dated
May 14, 2008, regarding the Standby Agreement and the Forbearance Agreement. The
documents described in clauses (b) and (c) are referred to as the Forbearance Agreement.
Unless otherwise defined, capitalized terms are used herein as defined in the Standby
Agreement or the Forbearance Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Default have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to 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 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008, Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.

1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period™) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liquidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (a) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f} of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive on June 2, 2008 the applicable
interest payment described in Section 2 of this letter, (c¢) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter, (d) the
Bank shall not receive on or before June 3, 2008 a principal payment on account of the
Bank Warrants in the amount of §1,297,845.79 as described in clause (i) of Section 3 of
this letter, and (¢) the Bank shall not receive on or before June 3, 2008 an additional
principal payment on account of the Bank Warrants in the amount of $1,297,845.78 as
described in clause (ii) of Section 3 of this letter and (f) the forbearance period under the
forbearance letter to be entered into between the County and XLCA shall terminate and
expire.

2. Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annum. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants, 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amounts paid on June 2, 2008 and July
1, 2008 pursuant to this Section 2 shall be due and payable in full by the County upon




expiration of the Forbearance Period. The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
Warrants accrued through July 1, 2008 in excéss of the amount payable on June 2, 2008
and July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this
Section 2 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,

3. Payment of Principal. The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of
$1,297,845.79,and (ii) no later than June 3, 2008, an additional partial principal payment
on the Bank Warrants in the amount of $1,297,845.78, provided, that the Parties
acknowledge and agree that (a) the payment referenced in this clause (ii) shall be made
by XLCA pursuant to the applicable Municipal Bond Insurance Policy, subject, to the
extent applicable to the terms and conditions of the Standby Agreement, the Bank
Warrants and the applicable Municipal Bond Insurance Policy, the other Related
Documents, and all documents related thereto, (b) the failure for any reason of the Bank
to receive the $1,297,305.78 payment referenced in this clause (ii} on or prior to June 3,
2008, shall constitute a Forbearance Period Termination Event and (c¢) nothing contained
herein shall create or cause to be incurred any separate or independent obligation of or by
XLCA to make any payment under any Municipal Bond Insurance Policy or otherwise.
Subject only to the forbearance in effect during the Forbearance Period, the acceptance of
such partial payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby
Agreement, the Related Documents and the Bank Warrants. The Bank, the Liquidity
Agent, and the Trustee agree that until the termination of the Forbearance Period no
additional Event of Default under the Standby Agreement will occur if the County does
not redeem the Bank Warrants under Section 3.02 of the Standby Agreement in excess of
the amounts paid no later than June 3, 2008 pursuant to this Section 3 so as to enable
Trustee to pay the first quarterly principal installment originaily scheduled to be paid on
the first Business Day of April 2008 or the second quarterly principal installment
originally scheduled to be paid on the first Business Day of July 2008. The County and
XLCA acknowledge that nothing herein is intended or shall be deemed to prejudice or
otherwise alter the County’s covenants and agreements in accordance with the provisions
of Section 3.02 of the Standby Agreement and that such covenants and agreements of the
County shall be fully enforceable upon the expiration of the Forbearance Period. XLCA
approves of the provisions of this Section 3 and acknowledges and confirms that all
quarterly principal installments payable by the County in respect of the Bank Warrants
ar¢ 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 Municipal
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto. As long as the Forbearance Period has not terminated in accordance with the




terms hereof, the Bank shall not deliver to the Trustee the notice referred to in the second
paragraph of the Bank’s letter to the Trustee dated May 29, 2008, related to the deferral
or redemption dates under the Redemption Notice, a copy of which is attached hereto as
Exhibit A.

4. Expiration Date. The Expiration Date (as such term is defined in the
Standby Agreement) shall not occur until the end of the Forbearance Period; provided,
however, that for purposes of the definition of “Bank Rate” in the Standby Agreement,
the Expiration Date shall remain at April 23, 2008 as set forth in the Forbearance
Agreement. XLCA 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.

5. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b} of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County,

6. Reservation of Rights. Nothing contained in this letier is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in Sections2 and 3 of this letter), the Bank
Warrants, the Bond Insurance Policies, or any Related Documents, and the terms and
conditions of the Standby Apreement, 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,

7. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agreement remain in full force and effect. Neither this letter nor the




Forbearance Apgreement constitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure fo the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.

8. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this lefter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

9. Representations of Undersipned Bond Insurers. The execution,
delivery and performance of this letter agreement by each vndersigned 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 anthority that has not been obtained. XIL.CA hereby ratifies and confirms
the Municipal Bond Insurance Policy and its insurance, in accordance with the terms
thereof, of all payments of principal and interest on the Bank Warrants, subject, 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 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.

10. Governing Law. This letter shall be deemed fo be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

11.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

12.  Due Authorization; Infegration. FEach Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter, This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agreeing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

13.  Consent. Please 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 Sections
2 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this letter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document.



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,

STATE STREET BANK AND TRUST
COMPANY

Title: Timgthy L. Batier
Senjor Vice President

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By: k@f@] SLMW Wd/

Tide: PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Title

XL CAPITAL ASSURANCE INC.

By
Title:




We look forward to continuing 16 work cooperatively in an effort fo 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,

STATE STREET BANK AND TRUST
COMPANY

o <

Title: Timothy L. : €T
Senior Vice President

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

By, .
Title FurfRa1€ 1230 R/ si5mTIVE

XL CAPITAL ASSURANCE INC.

By:
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THE BANK OF NEW YORK, as Trustee

e

Title:  YICE PRESIDENT

JPMORGAN CHASE BANK, as Liquidity Agent

Title: - -
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THE BANK OF NEW YORK, as Trustee

By:
Title:

JPMORGAN CHASE BANK, as Liquidity Agent

By @“ W

A\N‘KURINSKAS
MANAGING DIRECTOR
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June 2, 2008

Jefferson County, Alabama

County Courthouse

716 Richard Arrington Boulevard
Birmingham, Alabama 35203

Attn: President of County Cornrnission

Re:  Forbearance Agreement Between Jefferson County, Alabama and
XL Capital Assurance Inc.

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, and JPMorgan
Chase Bank, as liquidity provider, relating to Jefferson County, Alabama Sewer Revenue
Refunding Warrants Series 2002-C-2 and the Standby Warrant Purchase Agreements
annexed thereto as Schedule 1 (collectively, the “Standby Agreements”); (b) the various
Forbearance Agreements and Reservations of Rights, each dated as of March 31, 2008,
among the County, the Trustee, XL Capital Assurance Inc. (“XLCA”) and each
applicable Bank (collectively, the “Banks™) (each as amended by a First Amendment to
Forbearance Agreement and Reservation of Rights, dated as of April 15, 2008)
(collectively, as amended, the “Original Forbearance Agreements”); (c) the letters from
each of the Banks to the County dated May 13, 2008, regarding the Standby Agreements
and the Original Forbearance Agreements, and (d) the Forbearance Agreements between
the County, each of the Banks (as applicable), the Trustee, XLCA and FGIC dated on or
about May 30, 2008 (the “Subsequent Forbearance Letters”) (the do¢uments described in
clanses (b), (c), and (d) are collectively referred to as the “Forbearance Agreements”).
Unless otherwise defined, capitalized terms are used herein as defined in the Standby
Agreements or the Forbearance Agreements, as applicable.

As you know, pursuant to the Forbearance Agreements, the Banks agreed not to
exercise any of their rights and remedies in respect of certain Events of Default under the
Standby Agreements prior to 5:00 p.m. (prevailing Birmingham, Alabama time) on July
31, 2008. Such agreement terminates in the event that, among other things, interest and
principal payments are not made to the Banks as set forth in Sections 2 and 3 of the
Subsequent Forbearance Letters.



The County, XLCA, and the Trustee agree to the terms of this letter agreement on
the basis of the representations and agreements set forth herein.

1. Forbearance. In recognition of the ongoing efforts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
XLCA’s willingness to fully explore that mutual goal, XLCA has agreed to proceed as
follows: Subject to the terms and conditions hereof, during the period (the “Forbearance
Period”) from the execution hereof by the Parties hereto until 5:00 p.m. (prevailing
Birmingham, Alabama time) on July 31, 2008, XLCA shall forbear from exercising, and
from directing or otherwise taking any action to cause the Trustee to exercise, any rights
or remedies that XLCA or the Trustee has or may have, now or hereafter arising during
the Forbearance Period, under or with respect to the Master Indenture, the Standby
Agreements, the Warrants, each Bond Insurance Policy, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Master Indenture or other Related Documents as of the date of this letter agreement,
provided that the Forbearance Period shall terminate automatically and without notice
(except as set forth below) upon the occurrence of any of the following: (a) the
occurrence of an Event of Insolvency in respect of the County under clauses (a), (b), (c),
or (f) (as clause (f) relates to clause (a), (b) or {c)) of the definition of such term in the
Standby Agreement; (b) the occumence of an Insurer Event of Default or any default
under any DSRF Insurance Policy; (c) the commencement by the County, any Bond
Insurer (other than XL.CA), or other party of any action against Banks, Liquidity Agent,
or Trustee or otherwise challenging the rights of Banks, Liquidity Agent, or Trustee
under the Standby Agreement, the Bank Warrants, or other Related Documents or
Banks’, Liquidity Agent’s, or Trustee’s actions or omissions in connection therewith; (d)
the commencement by the County of a case under Chapter 9 of the United States
Bankruptcy Code; (¢) Trustee’s declaration pursuant to the Indenture that the Parity
Securities are all immediately due and payable; (f) the County fails to make any payment
of principal or interest on any of its outstanding sewer indebtedness as and when due and
payable in accordance with the applicable documents governing such indebtedness, as
modified by the Forbearance Agreements (other than the amounts expected to be drawn
under XLCA’s Municipal Bond Insurance Policies, as set forth in Section 3(ii) of each of
the Subsequent Forbearance Letters); (g) the forbearance period under the Subsequent
Forbearance Letters terminates or expires; (h) any breach by the County of its agreements
or obligations under this agreement; and (i) upon five (5) business days written notice by
XLCA to the Banks and the County, if XLCA determines in good faith that the County
has no prospect of negotiating or has ceased negotiating in good faith with XLCA or the
Banks, in each case during the Forbearance Period, the restructuring of the County's
sewer related indebtedness (in a manner that will be reasonably acceptable to XLCA).

2. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery of (i) this letter and (ii) each of the Subsequent
Forbearance Letters. Copies of all such documents shall be provided by the County to



the Bond Insurers and the Trustee immediately upon their execution and delivery to the
County.

3. Representations and Agreements by the County. The County hereby

represents and agrees (a) that the redemption schedule set forth in each Redemption
Notice, as modified by certain Notice and Officer’s Certificates and Redemption Date
Deferral Letters (each dated May 29, 2008), sets forth the dates on which such principal
installments on the Bank Warrants will be “Due for Payment” as such term is used in the
applicable Municipal Bond Insurance Policy; (b) in connection with any consensual
restructuring of the County’s sewer related indebtedness, the County shall reimburse
XLCA for any then existing and unreimbursed draw under any XLCA Municipal Bond
Insurance Policy; and (c) to (i) promptly provide the Bond Insurers with all information
that is provided to any third party (including, without limitation, any Liquidity Agent, any
Bank and/or any Swap Counterparty) in connection with any proposal by the County for
the restructuring of its sewer related indebtedness and (ii) make reasonable efforts to
arrange and conduct weekly conference calls between the County and the Bond Insurers
and their respective professional advisors, at mutually convenient times, to provide the
Bond Insurers with updates of the County’s progress towards restructuring its sewer
related indebtedness.

4, Reservation of Rights. Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by the County or XIL.CA in relation to the Standby Agreements, the
Forbearance Agreements, the Warrants, the Bond Insurance Policies, the Master
Indenture, the other Related Documents, and 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 as or shall
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 Default, or relieve
or release the County from any of its obligations under the Standby Agreements, the
Forbearance Agreements, the Warrants, the Bond Insurance Policies, the Master
Indenture, or any Related Documents, or from the consequences of the existing Events of
Default or any other Event of Default. This letter does not constitute an amendment or
modification of the Standby Agreements, the Warrants, the Bond Insurance Policies, the
Master Indenture, or any Related Documents, and the terms and conditions of the
Standby Agreements, the Warrants, the Bond Insurance Policies, the Master Indenture,
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.

5. Scope of Agreement. This letter does not constitute a waiver, an
amendment or modification of the Standby Apgreements, the Warrants, the Bond
Insurance Policies, the Master Indenture, or any Related Documents, and the terms and
conditions of the Standby Agreements, the Warrants, the Bond Insurance Policies, the



Master Indenture, and all Related Documents shall remain in full force and effect. This
letter shall be binding upon and inure to the benefit of the Parties and their respective
successors and assigns. The terms of this letter may not be changed, modified, waived,
discharged or terminated orally, but only by an instrument or instruments in writing,
signed by the Party against whom the enforcement of the change, modification, waiver,
discharge or termmination is asserted.

6. Representations, Warranties, Covenants and Undertakings of the
County. The execution, delivery and performance of this letter by the County has been

duly authorized by all applicable procedures, and does not contravene or constitute a
default under any statute, regulation or rule of any governmental authority or under any
provision of the County’s organizational documents or any contractual restriction binding
on the County or require any authorization, consent, approval, exemption or license from,
or any filing of registration with any governmental authority that has not been obtained.

7. Governing Law. This letter shall be deemed to be a contract under, and
shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.

8. Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

0. Due_Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter (and any documents referred
to herein} contains the whole agreement among the Parties relating to the subject matter
of this letter, and supersedes all previous understandings and agreements among the
Parties relating thereto. Each Party acknowledges that, in agreeing to enter into this
letter, it has not relied on any representation or warranty (except those set forth in this
letter) made by or on behalf of the other Party or any other Person whatsoever before the
execution of this letter; provided, however, that the Parties have relied on, and nothing in
this Section shall alter in any way, the provisions of the Forbearance Agreements, the
Standby Agreements, the Bank Warrants, each Bond Insurance Policy, the Master
Indenture, the other Related Documents, and any and all documents related thereto.

10.  Consent. Please 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 any
provision hereof constitutes an amendment to any relevant document requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenture or any Related Document and has not agreed to
forbear from exercising any remedy it has or may have under the Master Indenture or any
other Related Document.



We look forward to continuing to work cooperatively in an effort to achieve 2
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,

XL CAPITAL ASSURANCE INC.
Title: franolint chot’ CH O,ocvzi;j diBear

CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

Tite: Y PRESIDENT

THE BANK OF NEW YORK, AS TRUSTEE

By:
Title:




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,
XT. CAPITAL ASSURANCE INC,

By:
Title:

' CONSENT AND AGREE:

JEFFERSON COUNTY, ALABAMA

By ____.
Title:

THE BANK OF NEW YORK, AS TRUSTEE

By: //JW/L/\%E/

Title: Vice President




May 30, 2008
% REGIONS

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 the Jefferson County, Alabama (the “County”), The Bank of
New York, as trusiee (the “Trustee™), JPMorgan Chase Bank, as liquidity agent (the
“Liquidity Agent”), and Regions Bank, as liquidity provider (the “Bank™), relating to
$49,100,000 Jefferson County, Alabama Sewer Revenue Refunding Warrants Series
2002-C-7 (the “Standby Agreement™); (b) the Forbearance Agreement and Reservation of
Rights, dated as of March 31, 2008, among the County, the Trustee, Financial Guaranty
Insurance Company (“FGIC”), XL Capital Assurance Inc. (“XLCA”) and the Bank (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 {c) the
letter from the Bank to the County dated May 13, 2008, regarding the Standby
Agreement and the Forbearance Agreement (the documents described in clauses (b) and
(c) are referred to as the “Forbearance Agreement”). Unless otherwise defined,
capitalized terms are used herein as defined in the Standby Agreement or the Forbearance
Agreement, as applicable.

As you know, pursuant to the Forbearance Agreement, the County has
acknowledged that Events of Defaunlt have occurred and are continuing under the Standby
Agreement, that interest has accrued and continues to accrue at the Default Rate on the
Bank Warrants, and that all interest accrued at the Default Rate on the Bank Warrants in
excess of the amount paid by the County to the Bank on April 1, 2008 and May 1, 2008
(the “Unpaid Interest”) shall be due and payable in full on June 1, 2008. Additionally,
pursuant to the Forbearance Agreement, the Bank stated its intention 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 May 30, 2008.



1. Forbearance. In recognition of the ongoing efiorts to reach a consensual
restructuring of the County’s sewer related indebtedness, and as a further expression of
the Bank’s and the Liquidity Agent’s willingness to fully explore that mutual goal, the
Bank and the Liquidity Agent have agreed to proceed as follows: Subject to the terms
and conditions hereof, during the period (the “Forbearance Period”) from the execution
hereof by the Parties hereto until 5:00 p.m. (prevailing Birmingham, Alabama time) on
July 31, 2008, the Bank and the Liguidity Agent shall forbear from exercising, and from
directing or otherwise taking any action to cause the Trustee to exercise, any rights or
remedies that the Bank, the Liquidity Agent or the Trustee has or may have, now or
hereafter arising during the Forbearance Period, under or with respect to the Standby
Agreement, the Bank Warrants, the Bond Insurance Policies, other Related Documents or
applicable law, as a result of any and all defaults and Events of Default existing under the
Standby Agreement; provided that the Forbearance Period shall terminate automatically
and without notice upon the occurrence of any of the following: (2) any other
Forbearance Period Termination Event shall occur (except for those Forbearance Period
Termination Events set forth in subsections (a) and (f) of section 1 of the Original
Forbearance Agreement), (b) the Bank shall not receive ont June 2, 2008, the applicable
interest payment described in Section 2 of this letter, (c) the Bank shall not receive on
July 1, 2008, the applicable interest payment described in Section 2 of this letter; (d) the
Bank shall not receive on or before June 3, 2008, a principal payment on account of the
Bank Warrants in the amount of $706,129.81 as described in clause (i) of Section 3 of
this letter, (¢) the Bank shall not receive on or before June 3, 2008, an additional principal
payment on account of the Bank Warrants in the amount of $706,129.81 as described in
clause (i) of Section 3 of this letter; or (f) the forbearance period under the forbearance
agreement to be entered into between the County and XI.CA shall terminate or expire.

2. Payment of Interest. On each of June 2, 2008 and July 1, 2008, in partial
payment of the amount of interest accrued on the Bank Warrants, the County shall pay or
cause to be paid to the Bank interest on the Bank Warrants that has accrued at the Base
Rate plus one percent (1.0%) per annura. Subject only to the forbearance in effect during
the Forbearance Period, the acceptance of such partial payment of interest by the Bank
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 in accordance with the terms of the Standby Agreement, the Related Documents
and the Bank Warrants. 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.
Notwithstanding anything to the contrary herein or in the Forbearance Agreement, the
County and XLCA acknowledge that all interest on the Bank Warrants accrued through
July 1, 2008 in excess of the amounts paid on April 1, 2008 and May 1, 2008 pursuant to
the Forbearance Agreement, and in excess of the amount paid on June 2, 2008 and July i,
2008 pursuant to this Section 2 shall be due and payable in full by the County upon
expiration of the Forbearance Period, The Bank, the Liquidity Agent and the Trustee
agree that until the expiration of the Forbearance Period, no additional Event of Default
under the Standby Agreement will occur if the County does not pay interest on the Bank
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Warrants accrued through July 1, 2008 in excess of the amount paid on June 2, 2008 and
July 1, 2008 pursuant to this Section 2. XLCA approves of the provisions of this Section
2 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.

3. Payment of Principal, The Bank shall be paid (i) no later than June 3,
2008, a partial principal payment on the Bank Warrants in the amount of $706,125.81,
and (ii) no later than June 3, 2008, an additional partial principal payment on the Bank
Warrants in the amount of $706,129.81; provided, that the Parties acknowledge and agree
that (a) the payment referenced in this clause (ii) shall be made by XLCA pursuant to the
applicable Municipal Bond Insurance Policy, subject, to the extent applicable, to the
terms and conditions of the Standby Agreement, the Bank Warrants, the applicable
Municipal Bond Insurance Policy, the other Related Documents, and all documents
related thereto, (b) the failure for any reason of the Bank to receive the $706,129.81
payment referenced in this clause (ii) on or prior to June 3, 2008, shall constitute a
Forbearance Period Termination Event, and (c) nothing contained herein shall create or
cause to be incurred any separate or independent obligation of or by XLCA to make any
payment under any Municipal Bond Insurance Policy or otherwise. Subject only to the
forbearance in effect during the Forbearance Period, the acceptance of such partial
payment of principal by the Bank 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 payment of principal in accordance with the terms of the Standby Agreement, the
Related Documents and the Bank Warrants. The Bank, the Liquidity Agent, and the
Trustee agree that until the termination of the Forbearance Period no additional Event of
Default under the Standby Agreement will occur if the County does not redeem the Bank
Warrants under Section 3.02 of the Standby Agreement in excess of the amounts paid no
later than June 3, 2008 pursuant to this Section 3 so as to enable Trustee to pay the first
quarterly principal installment originally scheduled to be paid on the first Business Day
of April 2008 or the second quarterly principal installment originally scheduled to be paid
on the first Business Day of July 2008. The County and XLCA acknowledge that
nothing herein is intended or shall be deemed to prejudice or otherwise alter the County’s
covenants and agreements in accordance with the provisions of Section 3.02 of the
Standby Agreement and that such covenants and agreements of the County shall be fully
enforceable upon the expiration of the Forbearance Period. XLCA approves of the
provisions of this Section 3 and acknowledges and confirms that all quarterly principal
installments payable by the County in respect of the Bank Warrants are 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 theteto. As long as the
Forbearance Period has not terminated in accordance with the terms hereof, the Bank
shall not deliver to the Trustee the notice referred to in the second paragraph of the
Bank’s letter to the Trustee, dated May 29, 2008, related to the deferral of redemption
dates under the Redemption Notice, a copy of which is annexed hereto as Exhibit A.
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4. Conditions Precedent. The obligations of the Parties hereunder and the
enforceability of the terms and conditions of this letter against the Parties are conditioned
expressly upon the execution and delivery (a) by the Parties of this letter and (b) of
forbearance letters with respect to each of the Other Standby Agreements and Swap
Agreement, which letters shall be in a form approved by Bank. Copies of all such
documents shall be provided by the County to the Bank, the Liquidity Agent, the Bond
Insurers, and the Trustee immediately upon their execution and delivery to the County.

S. Reservation of Rights, Nothing contained in this letter is intended as or
shall constitute an alteration, waiver or release of any rights, remedies, claims, causes of
action, or defenses by any of the Parties in relation to the Standby Agreement (except as
set forth in Sections 2 and 3 of this letter), 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 as or shall 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 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 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. This letter does not constitute an amendment or modification of the
Standby Agreement (except as set forth in sections 2 and 3 of this letter), 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.

6. Scope of Agreement. Except as expressly amended hereby, the terms of
the Forbearance Agresment remain in full force and effect. Neither this letter nor the
Forbearance Agreement coustitutes a waiver, an amendment or modification of the
Standby Agreement (except as expressly set forth in Sections 2 and 3 of this letter), the
Bank Warrants, the Bond Insurance Policies, or any Related Documents, and the terms
and conditions of the Standby Agreement (as modified by Sections 2 and 3 of this letter),
the Bank Warrants, the Bond Insurance Policies, and all Related Documents shall remain
in full force and effect. This letter shall be binding upon and inure to the benefit of the
Parties and their respective successors and assigns. The terms of this letter may not be
changed, modified, waived, discharged or terminated orally, but only by an instrument or
instruments in writing, signed by the Party against whom the enforcement of the change,
modification, waiver, discharge or termination is asserted.
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7. Reaffirmation of Representations, Warranties, Covenants and
Undertakings of the County. The County hereby reaffirms that all representations and
warranties made by the County in the Forbearance Agreement remain true and correct as
of the date of this letter, and hereby reaffirms as of the date hereof each of its covenants
and undertakings under the Forbearance Agreement. The execution, delivery and
performance of this letter by the County has been duly authorized by all applicable
procedures, and does not contravene or constitute a default under any statute, regulation
or rule of any governmental authority or under any provision of the County’s
organizational documents or any contractual restriction binding on the County (including
any agreement between the County and any Bond Insurer) or require any authorization,
consent, approval, exemption or license from, or any filing of registration with any
governmental authority that has not been obtained.

8. Representations of Undersigped Bond Insurers. 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. XLCA. 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 ferms 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 ¢ach
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.

9, Governing Law. This lettér shall be deemed to be a contract under, and

shall be governed by, and construed and interpreted in accordance with, the laws of the
State of New York and applicable federal law without regard to choice of law rules.
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10.  Counterparts. This letter may be executed in multiple counterparts, each
of which shall be an original and all of which, taken together, shall constitute but one and
the same agreement among the Parties. Delivery of a counterpart hereof, or an executed
signature hereto, by facsimile or by e-mail (in pdf or similar format) shall be effective as
delivery of a manually-executed counterpart hereof.

11.  Due Authorization; Integration. Each Party hereto represents and
warrants that it has taken all necessary corporate or other applicable action to duly
authorize its execution and delivery of this letter. This letter and the Forbearance
Agreement (and any documents referred to herein or therein) contain the whole
agreement among the Parties relating to the subject matter of this letter and the
Forbearance Agreement, and supersede all- previous understandings and agreements
among the Parties relating thereto. Each Party acknowledges that, in agrecing to enter
into this letter and the Forbearance Agreement, it has not relied on any representation or
warranty (except those set forth in this letter or the Forbearance Agreement) made by or
on behalf of the other Party or any other Person whatsoever before the execution of this
letter; provided, however, that the Parties have relied on, and nothing in this Section shall
alter in any way, the provisions of the Standby Agreement, the Bank Warrants, each
Bond Insurance Policy, the other Related Documents, and any and all documents related
thereto.

12.  Consent. Please 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 Sections
7 and 3 of this letter constitute an amendment to the Standby Agreements requiring its
consent. Furthermore, the Trustee has not agreed to any amendment, waiver or
supplement to the Master Indenfure or any Related Document (other than to the Standby
Agreement as provided in Sections 2 and 3 of this Jetter) and has not agreed to forbear
from exercising any remedy it has or may have under the Master Indenture or any other
Related Document. '
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We look forward to continuing to work cooperatively in an effort to achieve a
consensual restructuring of the County’s sewer related indebtedness, and of course, we
remain willing to discuss any issue with you at your convenience.

Sincerely,

REGIONS BANK

By: )z Mjwlm

Title: Vice. FPrestdent ¥

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By%ﬂ(/ﬂr/?} 4%% &ﬁé/%d

Tite: PRESIDENT

FINANCIAL GUARANTY INSURANCE COMPANY

By:
Titl

XL CAPITAL ASSURANCE INC.

)

By:
Title: hﬂ'f' GM?HL( &w‘
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We look forward to continuing to work cooperatively in an effort to achieve a
consensual restructuring of the County’s sewer related indebtedness, and of course, we
remain willing to discuss any issue with you at your convenience.

Sincerely,

REGIONS BANK

By: 7{ MS;W,H’?-

Title: Upee Prestdent ?

CONSENT AND AGREE:
JEFFERSON COUNTY, ALABAMA

By:
Title:

FINANCIAL GUARANTY INSURANCE COMPANY

BY: Pl ‘
Title A u7haks 250 FssassinTve

XL CAPITAL ASSURANCE INC.

)

By:
Tite pﬂ'f’ G‘\\fﬁﬁ—‘ &w\}‘
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THE BANK OF NEW YORK, as Trustee

Title:  VICE PRESIDENT

JPMORGAN CHASE BANK, as Liquidity Agent

By:
Title:
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THE BANK OF NEW YORK, a5 Trustee

By:
Title:

JPMORGAN CHASE BANK, sz Liguidity Agent -

By: L W :
Tidann KURINGKAS

MANAGING DIRECTOR

SIS 06D ITITHLA




