Memorandum @

Date: December 2, 2008
Supplement to

Agenda Item No. 11(A)8

To: Honorable Chairman Bruno A. Barreiro
and Membegg, Board of County Commissioners |

From: George "é’ .
County MR
Subject: Information on Resolution egarding the Disclosure of Potential Debt-related Risks to

the County

This report provides information on the Resolution sponsored by Commissioner Carlos A. Gimenez
regarding the disclosure of all potential debt-related risks to the County. More specifically, the Resolution
directs the County Mayor or his designee to: 1) disclose all potential risks associated with and related to
the issuance of bonds, including, but not limited to interest rate swaps, insurance and liquidity; and 2) issue
a final pricing memoranda for each series of bonds and notes within 48 hours of the completion of pricing.

As part of all financing related items for consideration by the Board of County Commissioners (Board),
each contains language on the potential fiscal impact to the County. In addition, staff always attempts to
explain risks in clear language, although often technical and difficult considering the type of financing
recommended. Although some of the terms used are technical in nature, staff always attempts to explain
difficult concepts in layman terms. We will continue to do so as we always have.

With respect to informing the Board, the following items and reports describing the current market
conditions and market risks are illustrative of our continuing efforts to keep the Board informed. They are
listed and attached in chronological order.

1. November 19, 2007 Impact of the Sub-Prime Mortgage Meltdown on Financial Markets (attached
to December 3, 2007 memorandum on SBA investments)

2. December 3, 2007 State Board of Administration Investments

3. December 26, 2007 State Board of Administration Interest Earnings

4. January 25, 2008 Discussion on Bond Insurers

5. February 22, 2008 Follow-up Report on Bond Insurance and its Effect on County Bonds

6. March 4, 2008 Resolution Authorizing Mayor or his Designee to do all things Necessary to

Reduce the County’s Interest Rate Exposure to Auction Rate Bonds Series
2002B, 2003B and 2007B and Sunshine State Governmental Financing
Commission Loans

7. April 15, 2008 Report on Results of Aviation Series 2003E Conversion to Fixed Rate Mode

8. June 10, 2008 Report on Results of Capital Asset Acquisition Auction Rate Bonds, Series
2002B and 2007B Conversion to Fixed Rate Mode

9. August 12, 2008 Financial Health of Banking Institutions

10. August 29, 2008 County Pledge to Appropriate Debt

11. August 29, 2008 Report on Sale of Water and Sewer System Revenue Refunding Bonds,
Series 2008

12. October 7, 2008 Economic Impacts on Miami-Dade County Finances

After each bond sale, conversion, or refunding, staff has placed reports on the next available Budget and
Finance Comrnittee agenda (or distributed to the full Board) to disclose the details of each financing. Since
April 2008, three reports on bond sales have been issued, and a fourth report on the conversion of the
2003B Juvenile Courthouse Bonds will be issued shortly. Staff will prepare a final report after each bond
pricing within 48 hours listing all the details. Staff has, and will continue to, report to the Board of any



Honorable Chairman Bruno A. Barreiro
and Members, Board of County Commissioners
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market risks, their potential impact to the County, and of all proactive actions taken to mitigate these risks.
In the future, staff will also place these reports on the agenda of the Committee of jurisdiction.

With respect to the Annual Swap Report, this report along with the Portfolio Report and Prompt Payment
Report, is prepared after the close of each fiscal year and placed on the agenda of the Committee of
jurisdiction in December or January. These reports are prepared after September 30 of each year
pursuant to policies adopted by the Board. The Annual Report to Bondholders, which is due by June 1 of
each year, has been distributed to each Board member annually for a number of years. We can also place
it on the agenda of the Committee of jurisdiction in the future for discussion.

m
Cyvithia W. Curry O

Setior Advisor to the County Manager



MIAMI
Memorandum
Date: December 3, 2007
To: Honorable Carlos Alvarez
Mayor
From: George M. Burges

County Manager
Subject:  State Board A

Attached for your information is a memo from Finance Director regarding to County’s investments in
the State Board of Administration (SBA). The SBA invests both the Florida Retirement Funds and the
short term local government investment pool, which acts as a money market fund. Many local
governments in the State of Florida invest their funds in the SBA pool.

As detailed in the attached report, financial markets have experienced increasing turmoil related to
the sub-prime mortgage problems. The SBA issued a report on this issue to the Governor and his
Cabinet on November 14, 2007 stating that the SBA has no direct exposure to sub-prime residential
mortgages, but investor anxiety is affecting the asset-backed commercial paper (ABCP) market
where the SBA invests much of its funds. Unfortunately, this anxiety has let to some of the SBAs
investments to be downgraded.

To protect the County’s investments, the Finance Director has withdrawn all of the County's funds
held with the SBA as of November 27, 2007. These funds have been invested in other securities
such as Federal Agency Discount Notes and Commercial Paper products in accordance to our
investment policy. The County has not lost any funds.

If you have any guestions or concerns, please feel free to contact me directly.

Attachment

c Honorable Chairman Bruno A. Barreiro
and Members, Board of County Commissioners
Honorable Harvey Ruvin, Clerk
Denis Morales, Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager
Rachel Baum, Director, Finance Department
Jennifer Glazer-Moon, Director, Office of Strategic Business Management
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Memorandum "”3

Date: November 18, 2007
as supplemented on November 28"
To: George Burgess
County Manager

Honorable Harvey Ruvin
Clerk

From: Rachel Baum
Finance Direcior

Subject:  The Impact of the Sub-Prime Mortgage Meltdown on Financial Markets

The purpose of the memo is to advise you of recent news in the financial press regarding investments
made by the State Board of Administration (SBA). The SBA is an investment management
organization responsible for managing $187.5 billion in governmental funds, including Florida’s $138
billion, pension fund. Of the total $187.5 billion in assets under management by the SBA, $27.3
billion (15%) is managed for the Local Govermment Investment Pool {LGIP).

As noted above, in recent weeks, the financial markets have experienced increasing turmoil related to
the sub-prime mortgage problems and contagion effects. Problems have recently come to light at the
SBA where 4.7% of securities held in several short-term portfolios have experienced significant credit
downgrades.

Officials with the SBA addressed this problem in a report provided to the Florida Governor and his
Cabinet on November 14, 2007. The report stated that although the SBA has no direct exposure to
sub-prime residential mortgages, investor overall anxiety regarding the sub-prime issue had spilled
over into the broader asset-backed commercial paper (ABCP) market where the SBA invests much
of its funds. Many ABCP programs have come under duress because of falling collateral prices and
the unwillingness of many investors to refinance the ABCP as it matured.

Two of the downgraded issues in the SBA portfolio are backed by prime AAA-rated private mortgage-
back securities. In this case, a drop in the market price of the underlying portfolio triggered a forced
liquidation of all assets. Because immediate liquidation was not in the best interest of SBA
participants, SBA officials participated in negotiations to restructure the issuer so that the collateral is
held in trust to pay principal and interest due the SBA clients, and additional time is granted for a
more orderly liquidation over the next several months. To date, the SBA continues to collect principal
and interest on these restructured investments and has not experienced a loss. The SBA believes
that an orderly liguidation should result in receipt of full principal value.

Impact on Miami-Dade County

Miami-Dade County as many other municipalities and school districts invests in the State Local
Government Investment Pool. As of November 15, 2007, Miami-Dade had $512.2 million or 15.4% of
its investments invested in the SBA. The SBA has outperformed the County's rate of return and has
been considered a well placed investment vehicle for many local governments.

" On November 13", we, along with representatives from First Southwest Asset Management and the
School Board, participated in a conference call with the SBA’s Director of Short Term investment
Portfolios. During the conference call the SBA Director made similar assurances to those noted in
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the report that the underlying mortgages (ABCP collateral) are rated “prime" and have not been
experiencing defaults as noted in the sub-prime markets. However, under SBA policies, no limits
existed regarding the amounts and percentage of the total portfolio authorized to be invested in
ABCP. It was also noted that the SBA pool is not rated and currently has no holdings of more
traditional U.S. Treasuries and Agencies. The average days to maturity of the SBA pool is 26 days.

Next Step

Miami-Dade has limited our exposure to asset backed securities, when on the advise of First Southwest
Asset Management, we stopped purchasing asset back commercial paper securities on August 15,
2007. Considering the County’s large exposure to the SBA, we have initiated a systematic withdrawal
of funds from the SBA to be redirected to other investment vehicles. On November 16, 2007 we
withdrew $20 million, and intend to continue withdraws on a weekly basis until the percentage of the
County's SBA participation is reduced. We continue to monitor the market with the able assistance of
our advisor, First Southwest Asset Management.

Subsequent Events {(November 28, 2007)

As a follow up, please be advised that as of November 27", we have withdrawn all County funds from
the SBA. The withdrawals were made over a period of 6 days as follows:

November 16™ $ 20 million
November 19" $ 50 million
November 20™" $ 20 million
November 21, $ 40 million
November 26" $ 200 million
November 27 $ 182.2 million

This was done as a measure of abundance of caution to make sure that no public funds are exposed
to any losses of principal.

As the financial presses have continued discussing the SBA investments, many local governments
have been withdrawing funds from the pool. Whereas some of the major banks are guaranteeing
their money market funds, the State poo! does not offer any guarantees to local government
participants. Therefore, we began to withdraw funds on November 16® to reduce the County’s
$512.2 million exposure with the final withdrawal of approximately $182 million on November 27",
2007.

As a result of this movement we are placing investment in other securities such as Federal Agency
Discount Notes and Commercial Paper products in accordance to our investment policy. Although
these investments are not generating the same high rate of return as the SBA, however, | felt that the
safeguarding of County assets was paramount.

Attached is ihe report from the SBA dated November 9, 2007 which was discussed with the Governor
and cabinet on November 14", 2007.
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I. Introduction

The State Board of Administration of Florida (SBA) is an investment management organization
responsible for managing $187.5 billion in governmental funds, including Florida’s $138 billion
pension fund. Consistent with its fiduciary duties, the SBA continuously monitors its more than 300
investment portfolios. Operating under detailed investment policies and portfolio guidelines, the SBA
maintains highly diversified investment portfolios. As a result, the SBA is well-positioned to sustain a
disciplined long-term focus during periods of heightened financial market volatility and uncertainty.

The SBA’s professional investment staff and external investment managers have exercised their
fiduciary duties to prudently steward trust assets during a number of historical periods of financial
stress. Further, they recognize that such periods will continue to occur due to the normal ebb and flow
of global economic and financial forces.

1. The 1980s experienced energy shortages, savings and loan crises, economic recession,
escalating inflation and double-digit interest rates;

2. In the 1990s, there was economic recession, 6% inflation, the Latin American debt crisis, the
Mexican Peso devaluation, East Asian devaluations and Russian debt defaults;

3. So far this decade, the hallmark events have been the bursting of the technology bubble, the
tragedies of September 11, and the current evolving sub-prime meltdown and contagion effects.
The collapse of the technology bubble was followed by one of the deepest and longest bear
markets since the Great Depression. Some are now concermed that the U.S. economy may be
entering a recession and bear market. Others are equally concerned that persistent strong U.S.
economic growth and a weak dollar will fuel inflation.

The SBA can take pride in the fact
that jts investments have held up
well through periods of financial
crisis and economic downtums
(Chart 1). This report lays out our
current exposures and responscs to
date dealing with the sub-prime
meltdown. Although past
performance is no guarantee of
future results, and the financial
environment may become even
more challenging, we believe the
SBA is positioned to deal with the
current financial stress at least as
well as we have with prior events.
We will continue to work toward
preserving the Florida Retirement
System Pension Plan’s status as having the highest funded ratio of large public pension plans in the
nation, as well as prudently managing all of our investment mandates.




I1. Executive Summary

Investor anxiety about the sub-prime issue continues to reverberate through the financial markets. As
expected, we have been closely monitoring the SBA’s assets for potential risks related to direct or
indirect sub-prime exposure and believe that the financial markets may remain challenging for some
time. We are pleased to report that the SBA’s assets have continued to perform well in the face of
heightened market uncertainty.

In summary:

1.

Diversification is one of the most important investment risk controls, and the SBA’s portfolios are
highly diversified. In fact, the Florida Retirement System (FRS) Pension Plan Investment Policy
Statement approved by the Trustees in May 2007 both increased diversification and lowered the
level of absolute risk by about 13%.

On several occasions, the SBA has proactively reviewed funds under management for direct or
indirect exposures to sub-prime residential mortgages. Each review has indicated immaterial direct
exposure to sub-prime residential mortgages. We have nonetheless remained alert to managing
indirect or spillover effects from the sub-prime sector.

The vast majority of the SBA’s assets are in actively managed strategies that prudently manage risk
while pursuing their return objectives. So far this fiscal year, the SBA has conducted about 230
meetings with public and private market active investment managers. A central topic in each of
these meetings was their management of the risks related to sub-prime mortgage loans and possible
contagion effects. Earlier this month, the SBA again reached out to its investment managers to
assess the potential for sub-prime spillover effects to negatively impact SBA assets.

In the aggregate, the SBA's portfolios are defensively positioned with respect to the primary risks
emanating from the sub-prime sector. Within the FRS Pension Plan, the domestic and foreign
equities asset classes are underweight the industries that could be most negatively impacted by sub-
prime contagion (e.g., homebuilding, banks, etc.). Similarly our fixed income investments are
emphasizing higher credit quality and, under Florida statutes, the SBA can only directly invest in
AA A-rated agency mortgage-backed securities (i.e., GNMA, FNMA and Freddie MAC). Our
short-term portfolios are also selectively lowering exposures to asset-backed commercial paper and
financial company securities in a prudent and orderly fashion.

Finally, the SBA’s bond and money market investments have continued to maintain high overall
credit ratings. The only disappointment has been with isolated credit downgrades impacting several
short-term portfolios and accounting for about 4.7% of par value. However, we have participated in
restructuring negotiations with two asset-backed commercial paper issuers to ensure that collateral
is held in trust to pay principal and interest due the SBA’s clients. No client of the SBA has ever
lost money in a short-term portfolio, and we remain confident that our portfolios will continue to
provide stable returns for clients with an emphasis on safety and liquidity of principal.



Chart 2

SBA Assets Under Management by Investment Vehicle - As of September 30, 2007
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III. Recent Risk Monitoring Activities

The SBA regularly utilizes consultants, investment risk models, credit analysis and other analytics to
review the risk exposures in funds under its stewardship. This analysis is essential to prudently
managing the funds and overseeing external fiduciary investment managers that exercise discretion
over the SBA’s assets. Just within the FRS Pension Plan, there are about 140 portfolios (i.e., 80 public
market investment portfolios and 60 private equity and real estate funds).

The vast majority of the SBA’s assets are in actively managed strategies where experienced investment
managers construct diversified portfolios by prudently managing risk factors in pursuit of their return
objectives, Chart 4 illustrates the SBA’s reliance on active management strategies for the FRS Pension
Plan. The SBA regularly interacts with its investment managers to review their performance,
investment process, organizational factors and market views regarding risks and opportunities. Since
June 30, 2007, staff has conducted about 230 meetings with managers (not including unscheduled
calls, etc.). A central topic in these meetings was their actual and planned management of the risks
related to sub-prime mortgage loans and possible contagion effects.

Chart 4

Additionally, the SBA has engaged in several focused reviews of potential direct or indirect sub-prime
exposures. In late July, the SBA reviewed its portfolios for exposure to equity tranches of
collateralized debt obligations (CDO) based on sub-prime mortgages. No such exposure was identified.
In early to mid August, the SBA reviewed exposure to CDOs backed by sub-prime mortgages. At that
time:

1. Exposure to CDOs backed by sub-prime mortgages across the SBA's investment mandates was
Iimited to a collective trust managed by a third-party fiduciary and was immaterial. The SBA had
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less than $3 million of a CDO backed by sub-prime mortgage exposure in a Defined Contribution

Plan institutional money market fund.

2. Internally managed short-term portfolios had invested in CDOs backed by various types of high
grade assets, including bank liquidity enhancements. An exposure analysis revealed that none of
these CDOs were directly backed by sub-prime mortgage loans.

a. Asof August 22, 2007, the SBA had roughly $1.5 billion invested in CDOs in the FRS Pension
Plan (i.e., Defined Benefit), Local Government Investment Pool, and trusts for separate account
clients.

b. The CDOs had the highest short-term credit ratings from Moody's, S&P etc.

c. The CDOs were very short-term in nature and all but one matured in September. Currently, the
SBA has only one CDO (rated A-1+/Aaa/AAA), with a par value of $80 million, maturing in
April 2008.

By August 22, all internally managed short-term and long-term fixed income portfolios had been
reviewed, and they did not have any sub-prime exposure. SBA continued to evaluate other potential
indirect sub-prime exposure across all externally managed investment portfolios. Areas of focus were:

1. Asset-backed Commercial Paper.
2. Asset-backed Securities, including those backed by home equity loans.
3. Corporate debt issued by sub-prime mortgage originators.

The cumulative review indicated:

1. The only exposure to sub-prime loans through these three categories of instruments was in the
Defined Contribution Plan, and this exposure was less than 0.5% of total plan assets and almost
entirely through AAA-rated floating rate securities (i.e., with credit enhancements). As of early
November, these exposures had declined to less than 0.4% of plan assets.

2. The SBA had exposure to A1/Pl-rated Asset-backed Commercial Paper that was backed by high
grade collateral. As of late August, most of these investments had been recently affirmed by the
rating agencies. However, two were on credit watch by the rating agencies because of liquidity
concerns. The SBA believed the investments remained sound from a credit quality perspective and
was in active negotiations with other senior note holders and the administrator to extend the
maturity of the investments until the liquidity crisis subsided and the markets normalized. Section
V provides a detailed update on these exposures.

On August 23, the SBA’s internal Senior Investment Group and consultants from Ennis, Knupp +
Associates and Wilshire Associates formally discussed the following agenda items:

1. Impact of recent market volatility on asset class performance and portfolio management;

2. Material sectors/instruments that are receiving particular focus from the asset class and/or
portfolio managers due to perceptions of heightened risk; and

3. Tactics being used to manage, mitigate, avoid, or exploit the recent market volatility and
changes in relative valuations.

Since that meeting, the SBA has continued to work with its investment managers to monitor the risk

exposures. The managers were recently surveyed regarding exposures to specific sub-industries and
companies sensitive to the sub-prime contagion, particularly focusing on:

[ A~



1. How the account is positioned to manage, mitigate or avoid the recent market volatility and
changes in relative valuations created by the evolving sub-prime-related turbulence and
potential contagion effects; and

2. The firm’s view of the materiality and likelihood of additional contagion effects impacting the
performance of the broader financial markets or financial system.

IV. Review of the Pension Plan

The Florida Retirement System Pension Plan Trust Fund has assets of approximately $138 billion
broadly diversified across the asset classes shown in Chart 5. The Fund’s asset allocation is the most
important determinant of both short-term and long-term investment returns and risk. Of note, the
Investment Policy Statement approved in May 2007 lowered the level of risk in the portfolio by about
13%. This was accomplished by increasing the Fund’s allocation to bond-type assets and lowering the
allocation to equity-type assets (i.e., 78%/22% to 69%/31%, representing a 9% shift). Diversification
within equities was also improved by increasing the allocation to foreign equities and adding small cap
foreign equities exposure.

Diversification is further enhanced because asset classes closely track broad market indexes: e.g.,
3,000 securities in domestic equities, 10,400 securities in investment grade and high yield bonds, 5,400
securities in foreign equities, 2,500 securities in global equities etc. Finally, diversification is enforced
within a portfolio context by guidelines limiting certain concentrations/exposures; e.g., single
position/issuer limits, industry/sector limits, etc.

Chart 5




Despite lowering the Fund’s overall risk level this past summer, the Fund is still expected to provide
long-term average returns of 5% per year in excess of inflation. However, the advantage of less total
fund risk is a lower probability of:

s Disappointing investment performance;
* Higher employer contributions; and
s Deterioration of the current surplus.

In the aggregate, the FRS Pension Plan is defensively positioned with respect to the primary risks
emanating from the sub-prime sector. The equities asset classes, constituting about 63% of the Fund,
are underweight the industries that could be most negatively impacted by spillover from the sub-prime
problems. Staff and investment managers identified 32 sub-industries within the consumer
discretionary, financials, industrials and materials sectors and measured the active managers’
cumulative positions relative to the neutral market weightings.' Chart 6 shows a material defensive
posture in the three main groupings of public market equity investments in the Fund.

Chart 6

! The sub-industries were; Consumer Electronics, Home Furnishings, Home Improvement Retail, Homebuilding, Home
Furnishing Retail, Household Appliances, Specialized Consumer Services, Asset Management & Custody Banks,
Consumer Finance, Diversified Banks, Diversified REITs, Industrial REITs, Investment Banking & Brokerage, Mortgage
REITSs, Multi-Line Insurance, Multi-Sector Holdings, Office REITs, Other Diversified Financial Services, Property &
Casualty Insurance, Real Estate Management & Development, Regional Banks, Residential REITS, Retail REITS,
Specialized Finance, Specialized REITs, Thrifts & Mortgage Finance, Building Products, Construction & Engineering,
Construction & Farm Machinery & Heavy Trucks, Electrical Components & Equipment, Construction Materials, Forest
Products.
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Similarly, the Fund’s bond investments have a higher credit quality than the general market (Charts 7
and 8). These bond portfolios have a market weight to securitized assets but, under current Florida
statutes, the SBA can only directly invest in AAA-rated agency mortgage-backed securities (i.c.,
GNMA, FNMA and Freddie MAC). The presence of Caa-rated bonds in the high yield asset class
primarily represents split-rated bonds (84%), and none of the holdings are related to the 32 sub-
industries identified above.

Chart 7

B Lehman Aggregate Index

H FRS Portiolio

Chart 8
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Importantly, Chart 9 illustrates that FRS Pension Plan performance has not been materially impacted
by the recent sub-prime problems and contagion. Through September 2007, Fund performance net of
fees exceeds the market benchmark for 1-year and longer measurement periods. For 1-month and 3-
month periods, private market investments account for the vast majority of underperformance versus
the benchmark (largely due to lags in updating property and partnership valuations heading into
calendar year-end).

Chart 9

MManaged Retumn

V. SBA’s Short-Term Portfolios

We are pleased to report that none of the SBA’s short-term portfolios (i.e., money market pools) have
any direct exposure to sub-prime residential mortgages. However, in August, investor anxiety about
the sub-prime issue spilled over into the commercial paper market. For many years, the SBA has
purchased commercial paper with high short-term credit ratings (i.e., rated A-1/P-1 or better by
Standard & Poor’s and Moody’s), particularly asset-backed commercial paper.

Over the last 20 years, asset-backed commercial paper has grown to constitute more than 50% of the
commercial paper market. A large number of A-1+/P-1 rated commercial paper programs have been
collateralized by portfolios of AAA-rated private mortgage-backed and other securities. This collateral
is held in trust to protect investors in the event the commercial paper issuer defaults (hence the term
asset-backed commercial paper or “ABCP””). However, these ABCP programs came under duress
because of falling collateral prices and many investors’ unwillingness to refinance the ABCP as it
matured. Chart 10 illustrates the sharp rise in ABCP yields as issuers reacted to difficulty in finding
investors.

11
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The root cause of the market illiquidity was that AAA-rated residential mortgage-backed securities
issued by private entities experienced a sharp drop in demand in August, because many of these
entities were also originators of sub-prime and non-conforming residential mortgages. The mortgages
supporting these AAA-rated securities typically had low delinquencies, low loan to value ratios, and
high FICO scores (i.e., credit worthiness scores), but the sudden and wholesale lack of investor
demand caused some prices to plummet by 5% to 10%. As a point of context, such AAA-rated
residential mortgage-backed securities would typically price within a range of +/- 0.50% of par.

Chart 10

Overall, the SBA’s short-term portfolios have maintained high credit ratings. The principal
disappointment has been with downgrades of Countrywide Financial securities and several asset-
backed commercial paper positions. Chart 11 illustrates the overall credit quality of a composite of all
the SBA’s short-term portfolios, including the amount and percentage of investments that post-
purchase are now below our original stringent credit quality purchase requirements, as well as those on
negative credit watch.

Additionally, we have participated in restructuring negotiations with two assct-backed commercial
paper issuers to ensure that collateral is held in trust to pay principal and interest due the SBA’s clients.

The SBA continues to collect principal and interest on these restructured investments and has not
experienced any loss.

12
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Chart 11

Through recent months, we have continued to work diligently to ensure that all of the short-term
portfolios appropriately balanced risk and return. Charts 12 and 13 demonstrate that, over various
periods, the two largest short-term portfolios under the SBA’s direction have delivered investment
returns that track industry money market benchmarks. While financial markets are likely to remain
challenging in the near future, we remain confident that these portfolios will continue to provide stable
returns for participants, with an emphasis on safety and liquidity of principal.

Chart 12

13
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Chart 13

Nonetheless, within our short-term portfolios, we are decreasing investments in asset-backed
commercial paper and financial company securities in a prudent and orderly fashion. Early this month,
the SBA strategically began to reinvest asset-backed commercial paper maturities in other highly rated
instruments:

We intend to enhance the liquidity in the SBA’s short-term portfolios because client outflows have
marginally increased given heightened market uncertainty.

Sentiment in the money markets has been improving with two Federal Reserve interest rate cuts
and injections of liquidity, but the overall environment remains somewhat unsettled with persistent
anxiety regarding commercial paper credit downgrades and worries about U.S. and European
commercial and investment bank sub-prime write-offs.

The SBA has also communicated a detailed update on the status of the short-term portfolios to clients.
The latest quarterly Florida Local Government Investment Pool Newsletter is in the Appendix.

Downgraded Positions
Table 1 lists the current holdings that have been downgraded below the initial purchase guidelines for
the various short-term portfolios.

1.

KKR Pacific and KKR Atlantic (sponsored by KKR Financial Holdings) and OTTIMO (sponsored
by Aladdin Capital Management) are ABCP that extended their maturities but chose to negotiate
with the ABCP investors to achieve a mutually agreeable liquidation plan for the collateral. Our
negotiations with KKR, alongside other senior note holders, have been completed and the interests
of the ABCP investors have been protected accordingly (i.e., a capital injection by KKR, an
interest rate premium, and new maturities in February/March 2008 — including an option to
control the collateral at that point). The collateral supporting the Ottimo ABCP has been placed in
a liquidating trust for the benefit of note holders.

14
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2. Axon Financial is a Structured Investment Vehicle (SIV) and has just begun enforcement actions.
At this point, the collateral is sufficient to pay all senior note holder maturities. The SBA has two
other SIV positions (i.e., Rathgar) that have not suffered any negative rating actions.

3. There are nine Countrywide holdings of relatively small size that are primarily floating rate notes.
Despite the company’s setbacks and future challenges in a slow housing market, the SBA
continues to expect the investments to mature as scheduled.

Chart 14: Holdings Downgraded Below the Initial Purchase Guidelines
Maturity Date SGP Moodys Fitch Par Value Status

04/25/2008 $400,000,000  Restructuring .

Total $2,282,135,073

Note: * indicates holding is on negative credit watch
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MIAMIDADE
Memorandum
Date: December 26, 2007
To: Honorable Carlos Alvarez
Mayor

From: George M. Burgess
County Manager

Subject:  State Board of Adaiinistration Interest Earnings

On December 3, 2007, | advised you that the County had withdrawn all of its funds on deposit with
the State Board of Administration (SBA) as of November 27, 2007.

Every month the County receives the earned interest for the funds that had been on deposit in the
previous month. However, the County still has not received its earned interest from the SBA for
November 2007. We estimated that the eamings for November 2007 are between $1.3 million and
$1.7 million, although the SBA has not confirmed the actual amount.

The SBA Board of Trustees appointed BlackRock as investment advisors on an interim basis for a
period of 90 days to manage the Local Govemment Investment Pool (LGIP). BlackRock
recommended that the pool be divided into two funds, Fund A for those assets that had a very high
quality money market instruments, approximately $12 billion or 86% of the fund; and Fund B for those
securities under stress due to credit issues or that are in default or have defaulted or extended which
adds uncertainty to timing and amount of payments. BlackRock also recommended that interest
earned (presumably by all participants) for November be deposited into Fund B potentially to offset
any losses. As a result of their decision to deposit all earned interest into Fund B, the County has not
received its funds.

Although the SBA has garnered the November interest earnings of its participants, actual losses have
not yet been determined. We have conferred with the County Attorney’s Office with respect to what
rights the County may have and if any, how they might be asserted. We will keep you updated as
any additional information becomes available.

c: Honorable Chairman Bruno A. Barreiro
and Members, Board of County Commissioners
Honorable Harvey Ruvin, Clerk
Robert A. Cuevas, Jr., County Attorney
Denis Morales, Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager
Rachel Baum, Finance Director
Jennifer Glazer-Moon, Director, Office of Strategic Business Management
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Memorandum & s

Date: January 25, 2008

To: Honorable Chairman Joe A. Martinez
and Members, Budget and Fing

From: George M. Burgess
County Manager

Subject:  Information for Discussionfat January 28, 2008 Budget and Finance Committee meeting

Attached please find a report prepared by Rachel Baum, Finance Director, regarding bond insurers for
discussion at the January 28, 2008 Budget and Finance Committee meeting.

If you have any questions or comments, please feel free to contact me.

c: Honorable Carlos Alvarez, Mayor
Honorable Chairman Bruno A. Barreiro
and Members, Board of County Commissioners
Denis Morales, Mayor’s Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager
Rachel Baum, Director, Finance Department
Jennifer Glazer-Moon, Director, Office of Community and Economic Development
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MIAM
Memorandum
Date: January 25, 2008

To: George Burgess
County Manager

From: Rachel Baum
Finance Directo

Subject:  Discussion on Bond Insurers

The purpose of the memo is to advise you of recent news in the financial press regarding bond
insurers. Over the past few months several of the bond insurers have been placed on ratings watch by
the rating agencies due to their exposure to asset backed securities. On January 18, 2008, Fitch, one
of the credit rating agencies downgraded AMBAC from AAA to AA and on January 24, 2008, Fitch
downgraded XL Capital from AAA to A. Standard & Poor’s and Moody’s have not downgraded these
insurers yet, although both agencies placed these two insurance companies on Watchlist review for
possible downgrade. Below is a recap of the credit ratings of the major insurers which Miami-Dade has
utilized in the past.

Moody’s S&P Fitch
AMBAC Aaa: Woatchlist review for | AAA: Credit Watch AA: Watch Negative
N Possible Downgrade Negative '

MBIA Aaa: Watchlist review for | AAA: Negative Qutlook AAA: Stable Outlook
Possible Downgrade

FGIC Aaa: Watchlist review for | AAA: Credit Watch AAA: Watch Negative
Possible Downgrade Negative

XL Capital Aaa: Waltchlist review for | AAA: Negative Outlook A: Watch Negative
Possible Downgrade

CIFG Aaa: Negative Outlook AAA: Negative Outlook AAA: Stable Outlook

FSA Aaa: Stable Outlook AAA: Sfable Outlook AAA: Stable Outlook

Note 1: Watchlist-review for possible downgrade for Moody's; CreditWatch for Standard & Poor's; Rating Watch Negative for
Fitch. These mean that there is at least a 50% probability that a rating change will occur within 90 days.

Note 2. Outlook means that within the next 18-36 months a rating change can occur, but the urgency is not as severe as with
the Watchlist designation, although the rating agencies reserve the right to act sooner. :

As can be seen from the chart above, the rating for the insurers is not necessarily consistent by ali of
the credit rating agencies. This is a result of different criteria used by the credit rating agencies. The
rating agencies evaluate each bond insurer to determine that capital is adequate to meet insured
obligations in a number of stressed environments. That is why there may be split ratings from the
rating agencies.

Background of Bond Insurers

The bond insurance industry began in 1971, concentrating on insuring municipal bonds. It is estimated
that about half of the $2.5 trillion of municipal debt is guaranteed by the AAA rated insurers. Bond
insurer business consists of 57% insuring municipal debt, guaranteeing the annual payment of principal
and interest for municipalities. Thus the balance of the bond insurer's business is predominately made
up of Structured Finance. Historically, municipal debt experienced remarkably low cumulative default
rates of less than % of 1%. Recovery rates following a default have been quite high as well.

23



George M. Burgess
Page 2 of 4

Corporate bonds on, the other hand, have a historical default rate of 4% with a lower recovery rate.
Competition for business and shrinking premium rates in the municipal market have caused insurers to
pursue a larger percentage of the Structured Finance segment to diversify their portfolios and increase
revenues. Structured Finance includes credit derivatives like collateralized debt obligations, or CDOs,
which are packages of asset backed securities that bundle debt securitization, including sub-prime
mortgages, bonds and other loans. This exposure to sub-prime loans within the credit derivatives is
a major concern for rating agencies when determining the credit strength of the bond insurers. As a
result of the exposure to these loans, bond insurers had to write down the value of some of the CDOs
and other securities they guarantee, thus impairing the capital reserves necessary for continuing to be
rated at the top tier category.

Purpose of Bond Insurance

Issuers such as Miami-Dade County usually receive a credit rating, which is referred to as “underlying
rating”. The underlying credit quality reflects the issuers willingness and ability to make the semi-
annual interest payments and ultimately return the principal value of the bond to the investor. The main
purpose of bond insurance is to strengthen the credit quality of an issuer to aliow them to borrow at
lower interest rates in the capital markets. Insured bonds receive a rating based on the insurance
company's financial strength. Prior to purchasing insurance, the financing team compares the total cost
of the insurance plus the cost of the interest rates that can be obtained in the municipal market with
insurance and the cost of the interest rates that can be obtained in the municipal market without
insurance and there must be a savings, otherwise, we will not purchase the bond insurance.

It should be noted that the primary responsibility to make the debt service payments rests with the
issuer (Miami-Dade County), and if the insurer makes debt service payments upon a default of the
issuer, the issuer will be obligated to refund those costs to the insurer (recovery rate above). Once the
fixed rate bonds are sold, the issuer does not have any further exposure to the insurer as the insurer
provides assurance to the investor. On the secondary market, bonds may not trade as well if the
insurer is downgraded, but the County is not exposed, since the interest rates are fixed at the time of
the sale of the bonds.

Attached is a schedule of bonds issued by Miami-Dade County, the principal amount of the issuance,
the amount outstanding at January 31, 2008 categorized by the insurer and the premium paid for the
insurance.

Total Bonds Issued: $ 9,476,211,681
Total Bonds outstanding at January 31, 2008 $ 7,933,008,425
Total Fixed Rate Bonds: $ 7,007,323,425 88.3%
Total Auction Rate Bonds: ' $ 214,275,000 2.7%
Total VRDB: $ 711,500,000 9.0%
Bonds Insured: Premium Pald:

AMBAC $ 715,815,864 $ 5,527,209

MBIA $ 2,487,206,561 $ 25,072,185

FGIC $ 2,295,550,000 $ 23,895,383

XL Capital $ 1,080,885,000 $ 6,286,478

CIFG $ 229,710,000 $ 1,127,727

FSA $ 1,086,240,000 $ 9,192,985

Totals $ 7,895,407,425 $ 71,121,752
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Surety Policies issued by:  Surety Amount Surety Premium
AMBAC $ 71,976,595 $ 1,516,717
MBIA $ 73,621,864 $ 1,811,820
FGIC $ 43,473,492 $ 2,035,991
FSA $ 43,639,131 $ 1,079,548
XL Capital $ 316,848,759 $ 9,060,027
CIFG $ 3,332,670 $ 62,043

Total Surety Policies $ 552,892,510 $15,566,146

County Exposure:

As noted above, as long as the bonds were issued as fixed rate bonds, once sold, any changes to the
rating of the insurer does not impact the County.

Auction rate: There are cases in which the County issued “auction rate” bonds. These
bonds are auctioned every 7 days, 28 days or 35 days. Auction rate bonds are
variable rate, in that the rate adjusts based on the results of the auction. Since these
types of bonds do not have a letter of credit support, the investor does look at the
insurance guarantee as the back up guarantee. Since November, when the market
began to witness significant sub-prime loan write-downs, and the subsequent questions
about the insurers capital reserves and credit strength, these bonds have not traded as
favorably as they had in the past. Although our exposure to auction rate securities as a
percentage of total debt outstanding is 2.7%, we are concerned and have been
monitoring the market to determine if this is a short term event or longer term trend. The
County does have options to remedy the situation. One option is to change the mode
from auction rate to VRDB, Variable Rate Demand Bonds, which will require letter of
credit support at an additional cost. Other options include switching the auction rate
bonds into a longer-term note (3-5 years) or issuing long-term fixed rate bonds.

Surety Policy: In some cases, depending on the underlying security, bonds require a
reserve account equal to 10% of the par amount or the maximum annual debt service of
the bonds. The issuer can cash funded the reserve accounts using bond proceeds,
which increases the amount of bonds to be issued. Another method of funding a reserve
account is to obtain a Surety Policy from a bond insurance company, usually the
company that also insures the bonds. A number of our bonds have Surety Policies.
Most bond documents allow the Surety Policy to be provided by an insurer that is at
least AA rated by two of the three major rating agencies. In the event that the bond
insurer will be rated below the required threshold per the bond documents, then we will
need to replace the Surety Policy or cash fund the reserve. The County has 30 bond
issues that are secured by a surety policy, 9 of which are secured AMBAC and 2 are
secured by XL Capital.

Swap Counterparty Guarantee: Another potential exposure is where the swap
counterparty’s credit is insured by an insurance company whose credit is downgraded.
We do have two swaps with Rice Financial Products that are insured by AMBAC. Again,
the primary obligation to make the swap payments is the counterparty, and AMBAC is
the guarantor in case the counterparty does not meet its obligations. AMBAC has been
downgraded by one of the rating agencies, but not the others. Again, we are monitoring
the events in conjunction with our swap advisor and will request collateral, as governed
by the swap documentation, if the ratings fall below the required thresholds.

—
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e Sunshine State Governmental Financing Commission Program: We have several
loans issued by the Sunshine State Governmental financing commission which issued
variable rate products such as commercial paper which is guaranteed by numerous
insurers, one of which is AMBAC. The Sunshine Commission is also investigating
options to determine the best course of action as it relates to the credit worthiness of the
insurers.

Conclusion

The financial market is experiencing a very difficult time. This is still an evolving matter as the full
impact of the credit exposure to the collateralized debt obligations and the sub-prime loans has not
been fully discovered. We, along with our financial advisors, are monitoring the market and will bring to
your attention any action that we believe is in the best interest of the County.
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.Comprshensive list of all issues

S

General Obligation Bonds:

A7

33,876,000 Public Improvement, Series CC 17,716,000 NONE
51,124,000 Public Improvement, Series DD 32,125,000 MBIA
26,000,000 Parks, Series 1998 19,685,000 FGIC
25,615,000 Parks, Series 1999 20,625,000 FGIC
28,500,000 Parks, Series 2001 24,140,000 MBIA
11,355,000 Parks, Series 2002 4,005,000 MBIA
55,700,000 Parks, Series 2005 . 55,700,000 MBIA
250,000,000 Build Better Comm., Series 2005 250,000,000 FGIC
i { i
Special Obligation Bonds:
Capital Asset Acquisition, Series 1990 LOC/Bank of
64,300,000 |(VRDB) 1,100,000 America
Capital Asset Acquisition, Series
119,845,000 |2002A 77,775,000 AMBAC
Capital Asset Acquisition, Series
11,275,000 |2002B (Auction Rate) 11,275,000 AMBAC
Capital Asset Acquisition, Series
50,000,000 [2004A 50,000,000 FGIC
Capital Asset Acquisition, Series
72,725,000 |2004B 63,105,000 MBIA
Capital Asset Acquisition, Series
210,270,000 [2007A 210,270,000 AMBAC
Capital Asset Acquisition, Series
17,450,000 (2007B (Auction Rate) 17,450,000 AMBAC
175,278,288 CDT, Series 1996B 99,295,864 AMBAC
86,570,856 CDT, Series 1997A (CABS) 140,058,050 MBIA
170,008,377 CDT, Serles 1997B (CABS) 203,557,835 MBIA
41,961,440 CDT, Series 1997C (CABS) 30,417,764 MBIA
138,608,940 CDT, Series 2005A (CABS) 147,145,428 MBIA
45,703,308 CDT, Series 2005B (CABS) 48,076,343 MBIA
5,110,000 Courthouse, Series 1998A 4,080,000 AMBAC
38,320,000 Courthouse, Series 1998B 31,410,000 AMBAC
44,605,000 Courthouse, Series 2003A 44,605,000 AMBAC
Courthouse, Series 20038 ( Auction
48,850,000 |Rate) 45,850,000 AMBAC
41,105,000 Fire Rescue, Series 1996 13,800,000 " FGIC
17,895,000 Fire Rescue, Series 2002 14,530,000 AMBAC
108,705,000 Guaranteed Entitlement, Series 2007 108,705,000 FGIC
Professional Sports, Series 1998
94,478,889 [{(CABS) 92,799,558 MBIA
77,640,000 Public Service Tax, Series 1999 58,285,000 FSA
55,275,000 Public Service Tax, Series 2002 40,590,000 AMBAC
28,000,000 Public Service Tax, Series 2006 27,350,000 MBIA -
30,785,000 Public Service Tax, Series 2007 30,785,000 XL Capital
41,580,000 | - Stormwater, Series 1999 32,910,000 AMBAC
75,000,000 Stormwater, Series 2004 68,590,000 MBIA




Comprehensive list of all issues

Revenue Bonds:
29,985,000 Aviation, Series 1995E 6,370,000 AMBAC
130,385,000 Aviation, Serles 1997A 29,150,000 FSA
63,170,000 Aviation, Series 1997C 63,170,000 FSA
192,165,000 Aviation, Series 1998A 117,270,000 FGIC
150,000,000 Aviation, Series 1998C 150,000,000 MBIA
78,110,000 Aviation, Series 2000A 78,110,000 FGIC
61,890,000 Aviation, Series 20008 61,890,000 FGIC
299,000,000 Avlation, Series 2002 299,000,000 FGIC
600,000,000 Aviation, Series 2002A 500,000,000 FSA
291,400,000 Aviation, Series 2003A 291,400,000 FGIC
61,160,000 Aviation, Series 2003B 33,060,000 MBJA
22,095,000 Aviation, Series 2003C 5,920,000 MBIA
85,640,000 Aviation, Series 2003D 78,665,000 MBIA
139,705,000 Aviation, Series 2003E {Auction Rate 139,700,000 MBIA
211,850,000 Aviation, Series 2004A 211,850,000 FGIC
156,365,000 Aviation, Serles 2004B 156,365,000 FGIC
31,785,000 Aviation, Series 2004C 14,650,000 FGIC
357,900,000 Aviation, Series 2005A (2030-2037) 357,900,000 XL Capital
Aviation, Series 2005A (2038) CIFG
180,345,000 Aviation, Series 20058 (2006-2009) 165,890,000 XL Capital
Aviation, Series 2005B (2009-2010) not insured
Aviation, Series 2005B {2011-2013) XL Capital
Aviation, Series 2005B (2014-2017) CIFG
Aviation, Series 2005B (2018-2021) XL Capital
61,755,000 Aviation, Series 2005C (2006-2011) 50,655,000 MBIA
Aviation, Series 2005C (2025) MBIA
Aviation, Series 2005C (2025) XL Capital
551,080,000 Aviation, Series 2007A {2033-2038) 551,080,000 MBIA
Aviation, Series 2007A (2040) XL Capital
48,920,000 Aviation, Series 20078 48,920,000 MBIA
3,804,705,000 3,511,015,000 :
148,535,000 PHT, Series 2005A 148,535,000 MBIA
151,465,000 PHT, Series 20058 151,465,000 MBIA
300,000,000 300,000,000
149,950,000 Seaport, Series 1996 (GO) 134,570,000 MBIA
29,400,000 Seaport, Series 1990E 1,485,000 MBIA
44,950,000 Seaport, Series 1995 36,415,000 MBIA
29,270,000 Seaport, Series 1996 (Revenue) 23,495,000 MBIA
253,570,000 195,965,000
109,550,000 Solid Waste, Series 1996 30,805,000 AMBAC
60,000,000 Solid Waste, Series 1998 39,600,000 AMBAC
40,395,000 Solld Waste, Series 2001 40,395,000 FSA
73,506,583 Solid Waste, Series 2005 (CABS) 73,506,583 MBIA
283,451,583 184,308,583
186,435,000 |  Transit, Series 2006 183,600,000 | XL Capital

2%
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431,700,000 Water & Sewer, Series 1994 (VRDB) 415,160,000 [ FGIC/LOC Lioyds
346,820,000 Water & Sewer, Serles 1995 18,815,000 FGIC
437,195,000 Water & Sewaer, Series 1997 18,125,000 FGIC
150,000,000 Water & Sewer, Series 1999A 150,000,000 FGIC
248,890,000 | Water & Sewer, Series 2003 169,270,000 MBIA
FSA/LOC Bank of

205,240,000 Water & Sewer, Series 2005 (VRDB) 295,240,000 America
344,690,000 Water & Sewer, Series 2007 344,690,000 XL Capital

2,254,535,000 1,411,300,000

Summary:

482,170,000 General Obligation 423,996,000

1,911,345,098 Special Obligations 1,722 915,842

Revenue:

3,804,705,000 Aviation 3,511,015,000
300,000,000 PHT 300,000,000
253,570,000 Seaport 195,965,000
283,451,683 Solid Waste 184,306,583
186,435,000 Transit Sales Tax 183,600,000

2,254, 535,000 Water & Sewer 1,411,300,000

. 9,476,211,681 7,933,098,425



Memorandum "“a
Date: February 22, 2008

To:

From:

Subject:  Follow up Repért of Bond Insurance and its Effect on County bonds

Attached please find a follow up report prepared by Rachel Baum, Finance Director, regarding impacts
to County bonds as a result of downgrades of bond insurance companies. Because of the insurer's
downgrade, variable rate bonds are trading at a very high interest rate, some even as high as 11
percent. In order to protect the County’s funds, these actions are necessary.

Staff will be recommending several items for Board consideration to authorize the County to do all
things necessary in order to address the liquidity crises and convert these bonds and loans as quickly
as possible in addition to the item approved by you today regarding the Aviation Series 2003E bonds.
Once we have converted these to altemate interest modes, we will present and report to the Board with
ratification agenda items. As time is of the essence, this is necessary in order to minimize any further
financial impacts on the County. -

c: Honorable Carlos Alvarez, Mayor
Denis Morales, Mayor's Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager
Rachel Baum, Finance Director
Jennifer Glazer-Moon, Director, Office of Strategic Business Management
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Memorandum @

Date: February 20, 2008

To: George Burgess
County Manager

From: Rachel Baum Kdifr’
Finance Director ,

Subject:  Follow up on Bond Insurers and Liquidity issues

As was noted in my memo to you on January 25, 2008, the financial markets are experiencing
unprecedented liquidity crises. The current crisis in the bond insurance industry is severely impacting
the variable rate capital market for most governmental borrowers. Market disruptions are particularly
affecting those borrowers with existing insured loan obligations in both the auction rate and other short-
term variable rate markets. Rating downgrades and negatlves outiooks from the rating agencies in the
last several weeks have resulted in an investor moratorium by traditional buyers of short term variable
rate debt. Inventors are leery of increasing liquidity risks triggered by continued rating downgrades
of the troubied bond insurers and the possibility of events of default being declared by banks providing
liquidity support. As was noted in that memo we would like to update you on the developments of our
auction rate bonds, the Sunshine state loans and other short term obligations.

Auction Rate Bonds: $ 214,275,000 representing 2.7% of total debt outstanding.

Auction rate: These bonds are auctioned every 7 days, 28 days or 35 days. Auction rate bonds are
variable rate, in that the rate adjusts based on the results of the auction. Since these types of bonds do
not have a letter of credit support, the investor does look at the Insurance guarantee as the back up
-guarantee. Since November, when the market began to witness significant sub-prime loan write-
downs, and the subsequent questions about the insurer capital reserves and credit strength, these
bonds have not traded as favorably as they had in the past. Investors are worried that their
investments are not as liquid as previously thought and have pushed interest rates on a wild ride. The
Capital Asset Series 20078 were remarketed on February 14 for a 7 day period until February 21, at a
rate of 11%. The maximum rate if the auction fails is 13%. The County along with other governmental
issuers are reacting to this crises by remarketing these bonds to other modes or seeking alternate
sofutions.

The options the County is mvestlgatlng are as follows:

o To change the mode from auction rate to fixed rate mode.

o To change the mode from auction rate to VRDB, Variable Rate Demand Bonds,
which will require letter of credit support at an additional cost.

o To seek a private placement with a bank to issue a bank loan to refund these
bonds.

o To issue a longer-term note (3-5 years)

o Orrefund the bond and issuing long-term fixed rate bonds.

The following are the auction rate bonds that are affected:

1. Aviation Series 2003 E $139.705 million MBIA insurer

2. Juvenile Courthouse Series 2003B $ 45.850 million AMBAC insurer
3. Capital Asset Series 2002B $ 11.275 million AMBAC insurer
4. Capital Asset Series 2007B $ 17.450 million AMBAC insurer
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We are working with our bond counsel and financial advisors to review the bond documents to
determine the best course of action as appropriate.

Sunshine State Loans : $613.553 million

Sunshine State Governmental Financing Commission Program: We have several loans issued by
the Sunshine State Governmental Financing Commission which issued variable rate products such as
commercial paper. The commercial paper is insured and there is a line of credit to provide liquidity
support. Recently some of these commercial paper notes have failed to sell and have been tendered to
the bank at 6% interest rate. The Sunshine Commission is also investigating options to determine the
best course of action to secure the program. One of the options is to seek a letter of credit support or
to seek alternate bond insurance from an insurer that has stronger credit and is not on credit watch.

The following Seaport Sunshine Loans are affected:

Seaport Commercial Paper Revenue Notes-Series 2006
Insured by CIFG/Line of Credit DEPFA $ 81,160,000

Seaport Commercial Paper Revenue Notes-Series 2006
Insured by CIFG/Line of Credit DEPFA $150,900,000

" Seaport Commercial Paper Revenue Notes-Series 2006
Insured by CIFG/Line of Credit DEPFA $ 75,000,000
Totai Seaport Loans $307,060,000

Various Purpose Loans:

Commercial Paper Revenue Notes-Series 2001

Insured by AMBAC/Line of Credit DEPFA  Original $49,000,000 O/S $22,215,000
Commercial Paper Revenue Notes-Series 2005

Insured by CIFG/Line of Credit DEPFA Original $71,000,000 O/S $56,600,000
Commercial Paper Revenue Notes-Series 2005 (PHT)

Insured by CIFG/Line of Credit DEPFA Original $56,200,000 O/S $50,000,000
Commercial Paper Revenue Notes-Series 2006

Insured by CIFG/Line of Credit DEPFA Original $100,000,000 O/S $94,763,000
Commercial Paper Revenue Notes-Series 2004 (Transit to be refunded)

Insured by AMBAC/Line of Credit Scotia  Original $100,000,0000/S $82,915.000

Total Various Purpose Loans $ 306,493,000

CIFG is rated Aaa/Negative Outlook by Moody’s as of Dec. 14, 2007; AAA/Negative Outlook by S&P as
of Dec. 19, 2007 and AAA/Negative Outlook by Fitch as of Feb 5, 2008. AMBAC is rated Aaa/Review
for possible downgrade by Moody’s as of Jan 16, 2008, AAA/Negative Watch by S&P as of Jan 18,
2008 and AA/Watch Negative by Fitch as of Jan 18, 2008,

Water & Sewer Revenue Bonds, Series 1994A for $ 416,075,000

These bonds were issued as variable rate bonds and swapped to a fixed rate at 5.28%. The insurance
on these bonds FGIC has been downgraded to A3/Review for possible downgrade as of Feb. 14, 2008
by Moody’s, AA /developing Watch as of Jan. 31, 2008 by S&P and AA/Watch Negative as of Jan 30,
2008 by Fitch. As a result of the downgrades, the variable rate on these bonds are not trading as well
as they had been previously. As a result of the trading differential, the swap counterparty AlG has
advised us that we need to seek alternate insurance or obtain a letter of credit within 45 days.

My recommendation is to request authorization from the Board to do all things necessary in order to
address the liquidity crises and convert these bonds and loans as quickly as possible. Once we have
converted these to alternate interest modes, we would report to the Board with ratification agenda
items. As time is of the essence, this is necessary in order to minimize any further financial impacts on
the County.
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Memorandum "AB

Date: March 4, 2008
To: Honorable Chairman Bruno A. Barreiro Agenda Item No. 8(E)(1)(Rn)
and Members, Board of County Commissioners

From: George s
Count

Subject: Resolution Authorizing Mayor or his Designee to do all Things Necessary to Reduce the
County’s Interest Rate Exposure to Auction Rate Bonds Series 2002B, 2003B and 20078,
and Sunshine State Governmental Financing Commission Loans

Recommendation

It is recommended that the Board adopt the accompanying Resolution authorizing the Mayor or his
designee to do all things necessary as soon as possible as a result of the disruption in the marketplace in
order to reduce the County's interest rate exposure and to comply with certain contractual obligations,
which are in the best interest of the County. It is recommended that all actions necessary or advisable be
taken to accomplish the conversion as described below of the County’s outstanding Auction Rate Capital
Asset Acquisition Bonds, Series 2002B in an amount of $11,275,000; Auction Rate Capital Asset
Acquisition Bonds, Series 20078 in the amount of $17,450,000; and Auction Rate Special Obligation Bonds
(Juvenile Courthouse Project), Series 2003B in the amount of $45,850,000 (collectively the Auction Bonds)
and to assist the Sunshine State Governmental Financing Commission in restructuring .one or more
variable rate County loans.

Scope
This proposed agenda item will have a countywide impact.

Fiscal Impact/Funding Source ,

The principal and interest on the Series 2002B and the 2007B Bonds and the Sunshine State Loans are
payable from annually appropriated legally available non ad valorem revenues of the County. The principal
and interest on the Series 2003B Bonds are payable from Traffic Surcharge Revenues and in the event
such revenues are not sufficient to pay the debt service on these Series 2003B Bonds, then they are
payable from annually appropriated legally available non ad valorem revenues of the County.

Approval of this item by the Board will reduce the risk of the County paying higher interest rates due to the
continued instability in the variable rate market. Any costs associated with the actions taken will be built
into the on-going debt service payments and/or funded by the respective funding source.

Background
The auction rate bonds are auctioned every 7 days, 28 days or 35 days. Auction rate bonds are variable

rate, in that the rate adjusts based on the results of the auction. Since these types of bonds do not have a
letter of credit support, the investor does look at the insurance guarantee as the back up guarantee.

Because of the liquidity crises and-the-many monoline bond insurance company (financial products only)
downgrades, the market has experienced immense turmoil. Since November 2007, when the market
began to witness significant sub-prime loan write-downs, and the subsequent questions about the insurer
capital reserves and credit strength, these bonds have not traded as favorably as they had in the past.
Investors are worried that their investments are not as liquid as previously thought and have pushed
interest rates significantly higher. The Capital Asset Series 2007B were remarketed on February 14, 2008
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for a 7 day period until February 21, 2008 at a rate of 11%. The maximum rate if the auction fails is 13%.
The County, along with other governmental issuers, is reacting to these crises by remarketing these
Auction Bonds to other modes or seeking alternate solutions.

The following are the Auction Bonds that are affected:

1. Juvenile Courthouse Series 2003B $ 45.850 million AMBAC insured
2. Capital Asset Series 2002B $ 11.275 million AMBAC insured
3. Capital Asset Series 2007B $ 17.450 million AMBAC insured

Upon the recommendation of the County’s financial advisor, Public Financial Management, Inc. (Financial
Advisor) and the current state of the auction rate security market, it has been determined that it is in the
best interest of the County to convert the Auction Bonds to a fixed rate mode or a variable rate mode
supported by a letter of credit from a financial institution or a bank loan obtained in an expedited manner.

it is further recommended that the County utilize the same remarketing agent/broker dealer and other
agents originally authorized by the applicable and respective Bond Legislation to accomplish the
conversion. Morgan Stanley is the current remarketing agent/broker dealer for the Capital Asset Series
2002B Bonds; Citigroup is the current remarketing agent/broker dealer for the Capital Asset Series 2007B
Bonds; and Merrill Lynch is the current remarketing agent/broker dealer for the Juvenile Courthouse Series
2003B Bonds.

Separate from the auction rate bonds, the County has several loans issued by the Sunshine State
Governmental Financing Commission (Sunshine Commission) which issues variable rate products such as
commercial paper. The commercial paper is insured and there is a line of credit to provide liquidity support.
Recently some of these commercial paper notes have failed to sell and have been tendered to the bank at
6% interest rate, far above the rate prior to the crisis. This means that the County is paying a much higher
interest expense than originally estimated. The Sunshine Commission is also investigating options to
determine the best course of action to secure the program. Several options being investigated by the
Sunshine Commission that would be in the best interest of the County to implement are to: (i) seek a direct
line letter of credit support; or (ii) seek alternate bond insurance from an insurer that has stronger credit and
is not on credit watch; or (iii) seek a private placement or loan with a qualified banking institution.

The following Seaport Sunshine Loans are affected:

Description Insurer Line of Credit Original LLoan Currently
({Liquidity Amount Outstanding
Provider) Loan Amount
Seaport
Commercial Paper CIFG DEPFA Bank $81,160,000 $81,160,000
— Series 2006
Seaport
Commercial Paper CIFG DEPFA Bank 150,900,000 150,900,000
— Series 2006
Seaport
Commercial Paper CIFG DEPFA Bank 75,000,000 75,000,000
— Series 2006
Seaport - Series
1986 Bond AMBAC Dexia Credit Local 50,000,000 38,245,000
Program
Total Seaport $357,060,000 $345,305,000
Loans

A
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The following are the Various Purpose Sunshine Loans:

Description Insurer Line of Credit Original Loan Currently
(Liquidity Amount QOutstanding
Provider) Loan Amount
Commercial Paper
Series 2001 AMBAC DEPFA $49,000,000 $22,215,000
Commercial Paper CIFG DEPFA 71,000,000 56,600,000
Series 2005
Commercial Paper .
Series 2005 - PHT CIFG DEPFA 56,200,000 50,000,000
Commercial Paper CIFG DEPFA 100,000,000 94,763,000
Series 2006
Series 1986
Program — Naranja AMBAC Dexia Credit Local 5,000,000 5,000,000
Lakes 2004
Series 1986
Program — Naranja AMBAC Dexia Credit Local 5,000,000 4,500,000
Lakes 2006
Series 1986
Program - Parks AMBAC Dexia Credit Local 2,000,000 1,287,747
Bleachers 2000
Total Various
Purpose Loans $288,200,000 $234,365,747

The Resolution approves, authorizes and provides for:

The conversion of the Auction Bonds from auction interest rate to another interest mode, all as
permitted under the respective Bond Legislation.

The appropriate officials of the County to execute a remarketing agreement for the Bonds
designated for conversion with each of the remarketing agents.

The appropriate officials of the County to execute a Conversion Certificate with the terms and
conditions with respect to each of the series of bonds after review by the Financial Advisor,
Disclosure Counsel, Bond Counsel and County Attorney.

The selection of an indexing agent, if necessary, through a competitive process.

The Finance Director, as the Mayor's designee, after consultation with the Financial Advisor, to
obtain if necessary a credit facility, liquidity facility and or a reserve facility through a competitive
process with the assistance of the Financial Advisor. The Finance Director is further authorized and
directed to execute and deliver, after consultation with the County Attorney and Bond Counsel such
agreements as may be necessary to secure such credit facility.

The Finance Director, after consultation with the County Attorney is authorized to work with the
Sunshine Commission to restructure one of more of the Sunshine loans in order to address the
downgrade of the bond insurers.

The Finance Director after consultation with the Financial Advisor is authorized to refund any Bonds
or Sunshine Loans through a private placement with one of more financial institutions as an option
to conversion.

The appropriate officials of the County to take all actions necessary to accomplish the purposes set
forth in the Resolution with respect to the Series 2002B, 2003B and the Series 2007B Bonds and
Sunshine Loans and the closing of the transactions; and

The Resolution also waives the requirement that a Preliminary Remarketing Memorandum,
(Remarketing Memorandum) in connection with the conversion of the Bonds be presented to the
Board for approval prior to the Conversion of any bonds designated for conversion. The
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Remarketing Memorandum shail be in the form approved by the Finance Director after consultation
with the remarketing agent, the County Attorney, Disclosure Counsel and Bond Counsel.

. A waiver of Resolution No. R-130-06.

Resolution R-130-06 provides that any County contract with a third party be finalized and executed prior to
its placement on the committee agenda. The conversion or restructuring of the Bonds and Sunshine Loans
which will set their final terms to be reflected in the remarketing agreement or private placement documents
will occur after the effective date of this Resolution in order to provide the County the maximum flexibility in
the market place as described above. Therefore, a waiver of Resolution R-130-06 is necessary. '

Sta wn ue to keep the Board appraised of any actions taken as expeditiously as possible.

Assistant Coﬁnty Manaber

3L
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TO: Honorable Chairman Bruno A. Barreiro DATE: April 8, 2008
and Members, Board of County Commissioners

&, 7
FROM: R.A.C evasjr) SUBJECT: Agenda Item No. 8(E) (1) (a)
County Attorney

Please note any itcms checked.

“4-Day Rule” (“3-Day Rule” for committees) applicable if raised
6 weeks required between first reading and public hearing

4 weeks notification to municipal officials required prior to public
hearing

Decreases revenues or increases expenditures without balancing budget
Budget required

Statement of fiscal impact required

Bid waiver requiring County Manager's written recommendation

Ordinance creating a new board requires detailed Connty Manager’s
report for public hearing

Housekeeping item (no policy decision required)

No committee review
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Approved Mayor Agenda Item No.

Veto

03-04-08

Override

RESOLUTION NO.

RESOLUTION AUTHORIZING MAYOR OR HIS DESIGNEE TO DO ALL
THINGS NECESSARY AS SOON AS PRACTICABLE TO REDUCE
COUNTY’S INTEREST RATE EXPOSURE AND TO COMPLY WITH
CERTAIN CONTRACTUAL OBLIGATIONS AS RESULT OF
DISRUPTION OF FINANCIAL MARKET INCLUDING CONVERSION OF
AUCTION INTEREST RATES TO OTHER INTEREST RATES IN
ACCORDANCE WITH APPLICABLE PROVISIONS FOR $11,275,000
MIAMI-DADE COUNTY, FLORIDA CAPITAL ASSET ACQUISITION
AUCTION RATE SPECIAL OBLIGATION BONDS, SERIES 2002B,
$17,450,000 MIAMI-DADE COUNTY, FLORIDA CAPITAL ASSET
ACQUISITION AUCTION RATE SPECIAL OBLIGATION BONDS,
SERIES 2007B AND $45,850,000 AUCTION RATE SPECIAL
OBLIGATION BONDS, SERIES 2003B (JUVENILE COURTHOUSE
PROJECT); AUTHORIZING REFUNDING OF SAID BONDS THROUGH
BANK LOAN, IF ECONOMICALLY FEASIBLE; AUTHORIZING
COUNTY MAYOR OR HIS DESIGNEE TO TAKE ALL ACTION
NECESSARY TO ASSIST SUNSHINE FINANCING COMMISSION IN
RESTRUCTURING VARIOUS VARIABLE RATE LOANS WITH
COUNTY; AUTHORIZING EXECUTION AND DELIVERY OF RELATED
AGREEMENTS, WITHIN CERTAIN PARAMETERS; PROVIDING FOR
APPOINTMENT OF REMARKETING AGENTS AND INDEXING
AGENTS, IF NECESSARY; PROVIDING COSTS SHALL BE PAYABLE
FROM ANY LEGALLY AVAILABLE COUNTY FUNDS; WAIVING
REQUIREMENT THAT PRELIMINARY OFFERING DOCUMENT BE
PRESENTED TO BOARD PRIOR TO MARKETING; AUTHORIZING
COUNTY OFFICIALS TO DO ALL THINGS NECESSARY TO
ACCOMPLISH SUCH PURPOSES; AND PROVIDING FOR
SEVERABILITY

8(E) (1) (n)

WHEREAS, Miami-Dade County, Florida, (the “County”) previously issued its

$11,275,000 Miami-Dade County, Florida Capital Asset Acquisition Auction Rate Special

Obligation Bonds, Series 2002B (the “Series 2002B Bonds”); $17,450,000 Miami-Dade County,

Florida Capital Asset Acquisiﬁon Auction Rate Special Obligation Bonds, Series 2007B (the

“Series 2007B Bonds™); and $45,850,000 Auction Rate Special Obligation Bonds, Series 2003B

b
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(Juvenile Courthouse Project) (the “Series 2003B Bonds” and together with the Series 2002
Bonds and the Series 2007 Bonds, the “Bonds™) as auction rate bonds pursuant to those ordinances
and resolutions of the County (the “Bond Legislation™) which approved each of the Bonds and
certain auction rate provisions for each of the Bonds (the *“Applicable Provisions™); and

WHEREAS, the County has eleven outstanding variable rate loans (the “Loans”) with the
Sunshine State Governmental Financing Commission (“Sunshine Commission™) pursuant to an
ordinance and loan agreement for each Loan (the “Loan Authorization’) which are described in
more detail in the accompanying memorandum (the “County Manager’s Memorandum”), a copy
of which is incorporated in this Resolution by reference; and

WHEREAS, the payment of principal and interest on each of the Bonds and the Loans is
insured by different municipal bond insurance companies that have had their ratings either
downgraded or put on credit watch by one or more of the rating agencies (the “Insurers™); and

WHEREAS, the capital markets generally, and particularly the market for auction ratc
securities and obligations secured by Insurers, have experienced unprecedented disruptions due to
an escalating number of defaults on subprime mortgage obligations and a resulting general
contraction of available bond insurance and liquidity; and

WHEREAS, such disruptions, which show no signs of abating in the near future, have
caused the County to cxperience a significant escalation and fluctuation in (i) the auction rates on
the Bonds such as the Series 2007B Bonds, for example, which recently traded at 11%, and (ii) the
variable interest rates on the Loans causing failed resets of the variable interest ratcs; and

WHEREAS, the Board recognizes that due to the continuing uncertainty caused by

changing market conditions and the possible need for the County to procure certain prior consents
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and approvals in order to minimize the cost to the County by taking action expeditiously, the
Board desires to authorize the Finance Director, as the Mayor’s designee (the “Finance Director”),
to take all actions as soon as it is practicable, subject to the limitations set forth in this Resolution,
the Applicable Provisions and the Bond Legislation for cach of the Bonds, an& the Loan
Authorization for each of the Loans, in order to (i) relieve the County of the continuing burden of
maintaining the Bonds as auction rate bonds; and (ii) restructure one or more of the Loans; and

WHEREAS, for the reasons set forth above, the Board desires to accomplish the purposes
outlined in the County Manager’s Memorandum,

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COUNTY
COMMISSIONERS OF MIAMI-DADE COUNTY, FLORIDA, that:

Section 1. Authority. This Resolution is adopted pursuant to the provisions of the

Constitution and laws of the State of Florida (the “State™), including the Home Rule Amendment and
Charter of Miami-Dad‘e County, Florida, as amended, and Chapter 166, Florida Statutes, as amended,
the Code of Miami-Dade County, Florida, as amended, and other applicable provisions of law
(collectively, the “Act”) and the Bond Legislation and I.oan Authorization, as applicable.

Section 2. Definitions. All terms in capitalized form, unless otherwise defined in this

Resolution, including the recitals to this Resolution, shall have the same meaning as ascribed to them
in the applicable Bond Legislation or Loan Authorization, as the case may be.

Section 3. Findings. The Board finds, determines and declares as follows:

3.1  The County is authorized under the Act to (i) convert the auction interest rate on the
Bonds to another interest rate in accordance with the Applicable Provisions and the Bond

Legislation; and (ii) restructure one or more of the Loans pursuant to the Loan Authorization.

g
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3.2. It is necessary, desirable and in the best interest of the County that the actions
described in Section 3.1 above be completed in a prudent and expeditious manner as contemplated
in this Resolution.

3.3.  The authorizations, as provided in this Resolution are necessary to the proper and
efficient implementation of the provisions of this Resolution, and such authorizations are in the
best interest of the County.

34. The recitals contained in the “WHEREAS” clauses are incorporated in this
Resolution as findings and the attached County Manager’s Memorandum is approved and
incorporated in this Resolution.

Section 4. Conversion of Bonds from Auction Interest Rate to Another Interest Rate

4.1 The Finance Director is authorized to take all actions necessary or advisable to
accomplish the conversion from an auction interest rate to another interest rate (the “Conversion™) as
soon as it is practicable, for each series of Bonds that the Finance Director, after consultatior; with the
County’s financial advisor (the ‘Financial Advisor”), County’é bond counsel (the “Bond Counsel”)
and the broker dealer, designates. A series of Bonds shall be designated for Conversion only after the
Finance Director makes a finding that the Conversion is permitted by the Act, is in the best interest of
the citizens of thc County and is permitted by the Applicable Provisions and Bond Legislation
applicable to the Bonds designated for Conversion. Prior to any designation, the Finance Director
shall consider current market conditions, current auction rate and projected auction rate when
evaluating each series of Bonds. The designation of each series of Bonds for Conversion shall be
evidenced by the terms and provisions to be set foﬂh in a certificate (the “Conversion Certificate™),

including, without limitation, the interest rate to which the designated series of Bonds shall be

4
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converted, the date such Conversion shall take effect, and such other matters or terms to be
established in connection with such Conversion as shall be required or permitted by the Applicable
Provisions and Bond Legislation applicable to the designated series of Bonds.

4.2 To the extent a remarketing agent has not been appointed pursuant to the Applicable
Provisions and Bond Legislation for each series of Bonds designated for Conversion and one is
necessary or advisable to accomplish the Conversion set forth in the Conversion Cerﬁﬁcate, the
senior managing underwriter for the Bonds designated for Conversion serving as the broker dealer
shall also serve as the remarketing agent with respect to the Conversion. The County and each
remarketing agent shall enter into a remarketing agreement for each of the Bonds designated for
Conversion consistent with the terms of the Conversion Certificate after review by the Office of the
Miami-Dade County Attorney (the “County Attorney”), the County’s disclosure counsel
( “Disclosure Counsel”) and Bond Counsel, with the execution and delivery of each remarketing
agreement by the Finance Director being conclusive evidence of this Board’s approval of such
remarketing agreement.

4.3  If necessary or advisable in conmection with a possible Conversion of the Bonds to
weekly interest rate, the Finance Director is authorized to designate in the Conversion Certificate or
if designated after the Conversion Date, in a supplement to the Conversion Certificate, an Indexing
Agent selected through a competitive process, and to execute and deliver to the indexing agent an
mdexing agent agreement, its terms consistent with the terms of the Conversion Certificate, as the
same may have been supplemented, after review by the County Attorney, Disclosure Counse] and
Bond Counsel, with the execution and delivery of the indexing agent agreement by the Finance

Director being conclusive evidence of the Board’s approval of the indexing agreement.
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4.4 If the Finance Director determines, after consultation with the Financial Advisor, that
it is required in connection with the Conversion of Bonds designated for Conversion or that it is
otherwise beneficial for the County to obtain and pay for a credit facility, liquidity facility and/or
reserve facility, the Finance Director is authorized to do so through a competitive process with the
assistance of the Financial Advisor. The selection shall take into consideration, among other factors,
the term, fees and covenants. The Finance Director is authorized and directed to execute and deliver,
after consultation with the County Attornéy and Bond Counsel, such agreements, instruments or
certificates as may be necessary to secure such credit facility, liquidity facility and/or reserve facility
with such terms, covenants and provisions, including, without limitation, the granting to a credit
facility, liquidity facility and/or reserve facility of the power to exercise certain rights and privileges
of the holders of the Bonds secured by the credit facility, liquidity facility and/or reserve facility. The
execution and delivery of such agreements, instruments or certificates for and on behalf of the County
by the Finance Director shall be conclusive evidence of the Board’s approval of such agreements,
instruments and certificates.

4.5  The Board waives the requirement that a preliminary remarketing memorandum in
connection with the Conversion of the Bonds be presented to the Board for approval prior to the
Conversion of any Bonds designated for Conversion. A preliminary and final remarketing
memorandum (collectively, the “Remarketing Memorandum’”) shall be used to market the Bonds
designated for Conversion. The Remarketing Memorandum shall be in the form approved by the
Finance Director after consultation with the remarketing agent, the County Attorney, Disclosure
Counsel and Bond Counsel and the distribution of the Remarketing Memorandum is approved. The

Finance Director is authorized to deem each preliminary remarketing memorandum “final” for the
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purposes of the Rule 15(c)(2)(12) of the Securities Exchange Commission (the “Rule”). The Finance
Director is authorized and directed to deliver the final Remarketing Memorandum in connection with
the offering and sale of the Bonds designated for Conversion in the name and on behalf of the County.
Each final Remarketing Memorandum shall be substantially in the form of the preliminary
remarketing memorandum, with such changes, modifications, insertions and omissions as may be
determined by the Finance Director, with the approval of the County Attorney, Bond Counsel and
Disclosure Counsel and after consultation with the Financial Advisor, with the delivery of the final
Remarketing Memorandum by the Finance Director, on behalf of the County, being conclusive
evidence of the Board’s approval of any such changes, modifications, insertions and omissions and
authorization of'its use and distribution. The Finance Director, after consultation with Bond Counsel,
Disclosure Counsel and the County Attorney, is authorized to make any necessary certifications to
the remarketing agent regarding a near final or deemed final Remarketing Memorandum, if and to the
extent required by the Rule.

4.6 If converted to other than a fixed interest rate, the form of the Bonds subject to the
Conversion shall be amended in a manner consistent with the Conversion Certificate and the
Applicable Provisions. Such form shall be subject to approval by the Finance Director, in
consultation with the County Attorney and Bond Counsel. Such Bonds shall be executed and
delivered as set forth in the applicable Bond Legislation and Conversion Certificate.

Section 5. Restructuring of the Toans. The Finance Director is authorized, after

consultation with the County Attorney, to work with the Sunshine Commission to restructure one or
more of the Loans in order to address the downgrade of the Bond Insurers. The Finance Director is

authorized to execute and deliver, after consultation with the County Attorney and Bond Counsel,
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such agreements, instruments or certificates, including amending the applicable Loan Agreement, as
may be necessary, to complete a restructuring of one or more of the Loans. The execution and
delivery of any agreements or instruments required in connection with such restructuring by the
Finance Director shall be conclusive evidence of this Board’s approval of such agreements,

instruments or certificates.

Section 6. Refunding of Bonds or Loans through Placement with Financial Institution.

6.1 The Finance Director is authorized after consultation with the Financial Advisor to
refund any Bonds, as an alternative to Conversion, or any one or more of the Loans through a private
placement with one or more financial institutions with an option to prepay the Bonds if and when the
market stabilizes. It is the intent of this Board that the Bonds be refunded pursuant to the terms of an
agreement with the financial institution subject to the applicable Bond Legislation but not the
Applicable Provisions and subject to the loan being on a parity with any outstanding bonds issued
pursuant to the applicable Bond Legislation. The Finance Director is authorized to select the financial
institution(s) after soliciting proposals with the assistance of the Financial Advisor. The factors,
among others, to be considered in the selection of the financial institution(s) are the cost to the County
and the term of the loan. The Finance Director is authorized and directed to execute and deliver, after
consultation with the Financial Advisor, County Attorney and Bond Counsel, the agreement between
the County and the financial institution(s) as well as any other, instruments or certificates as may be
necessary to effectuate such placement with the financial institution(s).

6.2 In accordance with Section 218.385, Florida Statutes, the Board determines that the
negotiation of the private placement with a financial institution of any of the Bonds and the Loans is

in the best intercst of the County and approves the negotiations with a financial mstitution.
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Negotiation of a private placement with a financial institution will enable the County to access a
market not otherwise available to the County.

Section 7. Further Action. The Mayor, the Clerk, the County Manager, the Finance
Director, the County Attorney and the County’s other officials and officers, as well as its attorneys
and consultants, are authorized and directed to do all acts and things and to execute and deliver any
and all documents and certificates which they deem necessary or advisable in order to accomplish the
purposes set forth in this Resolution otherwise to carry out, give effect to and comply with the terms
and intent of this Resolution. In the event that the Mayor, the Clerk, the County Manager, the Finance
Director, the County Attorney or other officer or official of the County is unable to execute and
deliver the documents contemplated by this Resolution, such documents shall be executed and
delivered by the respective designee of such officer or official or any other duly authorized officer or
official of the County.

Section 8 Payment of Costs Related to Conversion. The Finance Director is authorized

to pay, from any legally available funds of the County, any and all costs incurred by the County and
associated with (i) any Conversion, including the remarketing of the Bonds and the funding of any
required deposit, if any, to the Reserve Fund; and (ii) the restructuring of one or more of the Loans.

Section 9. Severability of Invalid Provisions. In case any one or more of the provisions

of this Resolution or any approved document shall for any reason be held to be illegal or invalid, then
such provision shall be null and void; provided, however, that any such illegality or invalidity shall
not affect any other provisions of this Resolution or such document, as the case may be, and such

other provisions shall be construed and enforced as if such illegal or invalid provisions had not been
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contained. All or any part of resolutions or proceedings in conflict with the provisions of this
Resolution are to the extent of such conflict repealed or amended to the extent of such inconsistency.

Section 10.  Governing Law. This Resolution is adopted with the intent that the laws of

the State of Florida shall govem its construction.

Section11l. No Recourse Against County’s Officers. No covenant, agreement or

obligation contained in this Resolution shall be deemed to be a covenant, agreement or obligation of
any present or future official, officer, employee or agent of the County in the individual capacity of
such person, and no official, officer or employee of the County executing the Bonds, agreements,
instruments and certificates authorized by this Resolution shall be liable personally on the Bonds and
for the obligations of the County pursuant to such agreements, instruments and certificates or be
subject to any personal liability or accountability by reason of a Conversion of the Bonds or
restructuring of a Loan. No official, officer, employee, agent or advisor of the County shall incur any
personal liability with respect to any other action taken by such person pursuant to this Resolution,
provided the official, officer, employee, agent or advisor acts in good faith, but this Section shall not
relieve any official, officer, employee, agent (other than the County) or advisor of the County from
the performance ol any official duty provided by law or this Resolution.

Section 12.  Waivers. The provisions of Resolution R-130-06, as amended from time to
time, requiring that any contracts of the County with third parties be executed and finalized prior to
their placement on the committee agenda are hereby waived at the request of the County Manager for

the reasons set forth in the County Manager’s Memorandum.

4]



Agenda Item No. 8(E)(1)(A)
Page No. 11

The foregoing rcsolution was offered by Commissioner , who

moved its adoption. The motion was seconded by Commissioner

and upon being put to a vote, the vote was as follows:

Bruno A. Barreiro, Chairman
Barbara J. Jordan, Vice-Chairwoman

Jose "Pepe" Diaz Audrey M. Edmonson
Carlos A. Gimenez Sally A. Heyman

Joe A. Martinez Dennis C. Moss
Dorrin D. Rolle Natacha Seijas

Katy Sorenson Rebeca Sosa

Sen. Javier D. Souto

The Chairperson thereupon declared the resolution duly passed and adopted this 4™ day
of March, 2008. This resolution shall become effective ten (10) days after the date of its

adoption unless vetoed by the Mayor, and if vetoed, shall become effective only upon an

override by this Board.
MIAMI-DADE COUNTY, FLORIDA
BY ITS BOARD OF
COUNTY COMMISSIONERS
HARVEY RUVIN, CLERK
By:
Deputy Clerk
Approved by County Atto

form and legal sufficiency:

Gerald T. Heffernan

[
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Memorandum

Date: April 15, 2008 &F
enda | ] 7(B
To: Honorable Chairman Bruno A. Barreiro da ltem No (B)
and Members Board of County Commissioners L

From: George M. Burgg '
County Mana

Subject:  Report on Results of Aviation Series 2003E Conversion to Fixed Rate Mode

On February 21, 2008, the Board adopted Resolution No. R-187-08 authorizing the conversion of the
$139.7 million in outstanding Aviation Revenue Refunding Bonds, Series 2003E (AMT) from an auction rate
mode to a fixed rate mode. We are pleased to advise the Board of the results of such conversion and the

remarketing efforts relating to these Bonds.

From the initial auction date starting in April 2005 through November 2007, the average auction rate
(including auction fees) was 3.774 percent. Compared to the fixed rate available at the time, issuing the
auction rate mode resulted in estimated interest savings of $3.5 million.

Although the fixed rates are currently higher than the previous auction rates, the uncertainty of the auction
rate market made it necessary to fix these Bonds, as auction rates bonds are no longer a viable alternative
for variable rate debt. The debt service payment for these Bonds is incorporated in the Aviation
Department'’s budget and for planning purposes it is based on a six percent rate for bond issuances.

On March 11, 2008, the remarketing agent, Lehman Brothers had a successful pricing of the Series 2003E
AMT Bonds. The average life of the Bonds is 10.531 years and the true interest cost is 5.225 percent.

The Series 2003E Bonds were remarketed to a fixed rate mode with the original bond insurer — MBIA
fnsurance Corporation. The rates achieved were as follows:

Maturities Amount Coupon Yield
2010 $ 6,225,000 5.25% 3.69%
2011 6,575,000 5.25% 3.91%
2012 6,925,000 5.25% 4.16%
2013 7,325,000 5.25% 4.33%
2014 7,725,000 5.25% 4.50%
2015 8,125,000 5.25% 4.67%
2016 8,525,000 5.25% 4.83%
2017 9,075,000 5.375% 5.00%
2018 9,575,000 5.375% 5.16%
2024 69,575,000 5.125% 5.45%

Given the very volatile market and the general investor lack of confidence, along with the glut of auction
rate products that need to be remarketed to other modes, the rates achieved for this financing, were the
best available rates in the marketplace. First Southwest, the Financial Advisors assisted us in determining
that the County received the most attractive pricing available at the time. The remarketing to a fixed rate
mode, protected the County from the high fluctuations currently existent in the variable rate market.
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For your information we are attaching the first page from the Remarketing Document used in the
remarketing of the Series 2003E Bonds, the complete attachment is available from the Finance
Department. The closing for these Bonds took place on March 17, 2008.

Assistant County Manager
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OFFICIAL STATEMENT DATED MARCH 11, 2008

For Remarketing of Miami-Dade County, Florida Auction Rate Aviation Revenue Refunding Bonds, Series 2003E
(AMT) Upon Conversion to Fixed Rate

REMARKETING - NOT A NEW ISSUE RATINGS: See “RATINGS” herein
BOOK-ENTRY ONLY

In connection with the conversion of the Series 2003E Bonds to a Fixed Rate Mode, Holland & Knight LLE and Law Offices of Steve
E. Bullock, PA., Bond Counsel to the County, will deliver their opinions, to the effect that under existing law end assuming compliance with
certain arbitrage rebate and other tax requirements referred to in this Official Statement, interest on the Series 2003E Bonds from the Mode
Change Date, as hereafter defined, is excludable fram gross income for federal income tax purposes, except that no opinion is expressed as to
the exclusion from gross income of interest on any Series 2003E Bond for any period during which such Series 2003E Bond is held by a person
who is a “substantial user” within the meaning of Section 147(a) of the Internal Revenue Code of 1986, as amended, of any project financed or
refinanced with proceeds of the Series 2003E Bonds or a “related person” to such a “substantial user.” [t is also the opinion of Bond Counsel
that interest on the Series 2005E Bonds will be treated as an item of tax preference in computing the alternative minimum tax. For a further
description of the consequences to the owners of the Series 2003E Bonds of other provisions of the Internal Revenue Code of 1986, as amended,
see “TAX MATTERS" herein.

$139,700,000
MIAMI-DADE COUNTY, FLORIDA
Miami International Airport
: - (Hub of the AmericasS™)
MIAMUINTERNATIOHAL AlRPORT Aviation Revenue Refunding Bonds
Series 2003E (AMT - Fixed Rate)

Due: As shown on inside cover page

Miami-Dade County, Florida (the “County”) is remarketing its $139,700,000 Aviation Revenue Refunding Bonds, Series 2003E (AMT - Fixed
Rate) (the “Series 2003E Bands”). The Series 2003E Bonds are being remarketed in connection with a mandatory tender (or purchase as a result of
the conversion of the Series 2003E Bands to bear interest at a Fixed Rate. The Series 2003E Bonds are being remarketed as [ully registered bonds,
initially registered in the name of Cede & Co. as nominee of The Depository Trust Company, New York, New York (*“DTC”), which will act as securities
depository for the Series 2003E Bonds. So Jong as the Series 2003E Bonds are in book-entry form, purchases of heneficial intcrests in the Series
2003E Bonds will be made in book-entry only form, without certificates, in denominations of $5.000 or integral multiples of $5,000.

Upon their remarketing, interest on the Series 2003E Bonds will accrue (rom the Mode Change Date (expected to be March 17, 2008) pursuant
to the remarketing and will be payable on April 1 and October 1 of each year, commencing October 1, 2008.

Principal of and interest on the Series 2003E Bonds will be payable at the corporate trust offices of The Bank of New York, as successor in
interest to JPMorgan Chase Bank, N A,, as trustee (the “Trustee”), in New York, New York. So long as DTC or its nominee is the registered owner
of the Series 2003E Bonds, payments of the principal of and interest on the Series 2003E Bonds will be paid directly to DTC or its nominee, and
dishbursements of such payments to beneficial owners will be the responsibility of DTC and its participants. See “THE SERIES 2003F, BONDS —
Book-Entry Only System.” The Series 2003E Bonds will be subject to optional and mandatory redemption prior to maturity at the prices, in the
manner and at such times as set forth in this Official Statement. See "THE SERIES 2003E BONDS - Redemption.”

THE SERIES 2003E BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE COUNTY PAYABLE SOLELY FROM A PLEDGE
OF NET REVENUES (AS DEFINED IN THIS OFFICIAL STATEMENT) DERIVED FROM THE PORT AUTHORITY PROPERTIES,
INCLUDING THE OPERATION OF THE MIAMI INTERNATIONAL AIRPORT, AS DESCRIBED IN THIS OFFICIAL STATEMENT
AND CERTAIN OTHER MONEYS. THE SERIES 2003E BONDS ARE SECURED ON A PARITY BASIS WITH THE COUNTY’S
AVIATION REVENUE BONDS OUTSTANDING UNDER THE TRUST AGREEMENT DESCRIBED IN THIS OFFICIAL STATEMENT.
NEITHER THE FAITH AND CREDIT OF THE STATE OF FLORIDA OR THE COUNTY NOR THE FAITH AND CREDIT OF ANY
AGENCY OR POLITICAL SUBDIVISION OF THE STATE OF FLORIDA OR THE COUNTY ARE PLEDGED TO THE PAYMENT
OF THE PRINCIPAL OF OR INTEREST ON THE SERIES 2003E BONDS. THE ISSUANCE OF THE SERIES 2003E BONDS DOES
NOT DIRECTLY, INDIRECTLY OR CONTINGENTLY OBLIGATE THE STATE OF FLORIDA OR THE COUNTY OR ANY AGENCY
OR POLITICAL SUBDIVISION OF THE STATE OF FLORIDA OR THE COUNTY TO LEVY ANY TAXES FOR THE SERIES 2003E
BONDS ORTO MAKE ANY APPROPRIATION FOR THEIR PAYMENT EXCEPT FROM THE NET REVENUES AND CERTAIN OTHER
MONEYS PLEDGED TO THE PAYMENT OF THE SERIES 2003E BONDS UNDER THE TRUST AGREEMENT.

Timely payment of the principal of and interest on the Series 2003E Bonds is guaranteed under a policy of financial guaranty insurance jssued
by MBIA Insurance Corporation {the “Insurer”). See “FINANCIAL GUARANTY INSURANCE - MBIA Policy.”

En:!bia

WILSOH im ALTIGNY
See the inside cover page for maturities, principal amounts, CUSIP numbers, interest rates, and prices or yields for the Series 2003E Bonds
upon their remarketing.
This cover page contains information for quick reference only. It is not a summary of Lhe Series 2003E Bonds. Investors must read the entire
Official Statement, inciuding the Appendices, to obtain information essential to the making of an informed investment decision.

The Series 2003E Bonds are being remarketed in accordance with the terms of the Series 2003 Resolution, as amended by the 2004 Amending
Resolution and the 2008 Resolution (all as hereinafter defined), subject to the delivery of an vpinion by Holland & Knight LLE Miomi, Florida, and
Law Offices of Steve E. Bullock, PA., Miami, Florida, Bond Counsel in substantially the form attached hereto as Appendix E-3. Certain legal malters
will be passed upon for the Caunty by the Office of the Miami-Dade County Attorney. Certain other legal matters relating to disclosure will be passed
upon for the County by Hunton & Williams LLR Miami, Floridae, and Law Offices Thomas H. Willians, Jr, PL., Miami, Florida, Disclosure Counsel.
The Financial Advisors to the Aviation Department are First Southwest Company, Aventura, Florida, and Frasca & Associates, L.L.C., New York, New
York. 1t is expected that the Series 2003E Bonds will be avoilable for delivery through DTC in New York, New York on or about March 17, 2008.

LEHMAN BROTHERS,

as Remarketing Agent

Dated: March 11, 2008

. E
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MIAMI-DADE

Memorandum

Date: June 10, 2008 B &F

7(3a)
To: Honorable Chairman Bruno A. Barreiro Agenda Item No,
and Members, Board of County Commissioners ‘

From: George M. Burgess
County Manager

. A_ﬁ W\g P g BT
Subject: Report on Results of Capital Asset Acquisition Auction Rate Bonds, Series 2002B and
2007B Conversion to Fixed Rate Mode

The following is a brief report on the County’s actions pursuant to Resolution R-216-08 adopted by the Board of
County Commissioners on March 4, 2008, which authorized the Mayor, or his designee, to do all things
necessary to reduce the County’s interest rate exposure to auction rate bonds.

More specifically, Resolution R-216-08 authorized the conversion of the County’s outstanding 1) Auction Rate
Capital Asset Acquisition Bonds, Series 2002B in the amount of $11.273 million; 2) Auction Rate Capital Asset
Acquisition Bonds, Series 2007B in the amount of $17.45 million; and 3) Auction Rate Special Obligation
Bonds, Series 2003B (Juvenile Courthouse Project) in the amount of $45.85 million. In addition, Resolution R-
216-08 allowed staff to assist the Sunshine State Governmental Financing Commission in restructuring one or
more of variable rate Seaport related County loans with a total outstanding balance of $345.305 million, and
other various purpose County loans with a total outstanding balance of $234.365 million.

The following are the results as it relates to the Capital Asset Acquisition Auction Rate Bonds Series 2002B
and 2007B.

On April 10, 2008, the County closed on two bank loans with SunTrust Equipment Finance & Leasing
Corporation for the refunding of the Capital Acquisition Auction Rate Bonds, Series 2002B ($11.275 million)
and 2007B ($17.45 million). The mandatory redemption notices were mailed and the paying agent will redeem
the 2002B Bonds on May 30, 2008 and the 2007B Bonds will be redeemed on May 23, 2008.

The interest rate for the 2008A loan of $11,275,000 (formerly Series 2002B) is fixed at 4.01 percent and carries
the same principal amortizations as the previous 2002B Bonds. The final maturity is April 1, 2023. The interest
rate for the 2008B loan of $17,450,000 (formerly Series 2007B) is fixed at 4.47 percent and carries the same
principal amortizations as the previous 2002B Bonds. The final maturity is April 1, 2027.

Given the very volatile market and the general investor lack of confidence, along with the glut of auction rate
products that need to be remarketed to other modes, the rates achieved for this financing were the best
available rates in the marketplace. Public Financial Management, as the County’s Financial Advisors and
Greenberg Traurig, P.A. with Edwards and Associates, P.A. as Bond Counsel, assisted the County in closing
the transaction. The refunding of these Auction Rate Bonds to a fixed rate bank loan, protected the County
from the high fluctuations currently existent in the variable rate market.

As to the Juvenile Courthouse Series 2003B Bonds in the amount of $48.85 million and the outstanding
Sunshine State loans (both Seaport and various purpose combined) for $579.67 million, these issuances have
not/peen concluded. The Board will be advised when these issuances are complete.

e .l o i

LA NI A o A P

CyntZia W. Curry 7

Senibr Advisor to the County Manager
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Memorandum DAB

Date: August 12, 2008

To: Honorable Joe A. Martinez
County Commissioner, District 11

From: George M. Bur
County Manager,

Subject:  Financial Health of Banking Institutions

This report is in response to your memorandum dated July 16, 2008, where you request information
on the status of all County deposits/ investments, including interest earned over the last three years
and where we are today in comparison. In addition, you requested to know the names of banking
institutions currently used by the County and what protections we have to include limits and
guaranteed interest rates.

The County’s investment authority is derived from Florida Statutes 218.415, County Ordinance 84-
47, and Investment Policy adopted by the Board on September 9, 2004 through Resolution R-1074-
04. Miami-Dade County opens bank accounts only with financial institutions that are qualified
public depositories. Financial institutions file with the State to become public depositories and as
such are governed by State Statutes as to the collateral requirements, and other requirements as
noted in Florida Statues Chapter 280. Any loss to public depositors shall be satisfied first through
any applicable deposit insurance, then by the collateral, and to the extent required, by the other
public depositors through imposition of an assessment based on a formula. Time Deposits made in
banks must be made with "Qualified Public Depositories” in accordance to Chapter 280, Florida
Statutes.

The investments held in the County’'s portfolio are those authorized by Florida Statutes 218.415 as
outlined in Miami-Dade County's Investment Policy. First Southwest Asset Management, the
investment advisor utilized by the County to monitor the County’s porifolio on a continuous basis,
makes recommendations to assist management in selecting or restricting types of investments
purchased, and provide monthly reporting on the compliance of the investment policy. On a
quarterly basis, an Investment Advisory Committee reviews the portfolio performance and ensures
the investments are in compliance with the policy and its objectives. Additionally, at the end of each
fiscal year, a Year-End Portfolio report is submitted to the Board for review.

Below is the information requested relating to interest earned in comparison to the benchmark 6-
month average of the 180-day U.S. Treasury Bill:

10/1/04- 10/1/05 - 10/1/06 - 10/M1/07 - |
09/30/05 09/30/06 09/30/07 06/30/08
3 (9 months)
Interest income $79,791,720 $174,734,888 $215,078,858 $121,868,908 |
_Earned
Earned Income Yield 2.65% | 4.40% 5.24%  4.03%
Benchmark- 6-month
average of the 180- 261% 4 .45% 5.06% 3.33%
day U.S. Treasury J
L Bill: -
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Honorable Joe A. Martinez
County Commissioner
Page 2 of 3

During fiscal years 2004/05 and 2005/06 the interest earned by the County was within 4 to 5 basis
points to the benchmark rate. During fiscal year 2006/07 the County investments exceeded the
benchmark rate by 18 basis points and year to date fiscal year 2007/08 we are exceeding the
benchmark earnings by 70 basis points. The benchmark rate is the six month average of the 180-
day U.S. Government Treasury Bills. The average number of days to maturity of the County's
investment portfolio is approximately 160 to 190 days. The portfolio is structured to provide liquidity
needs and to minimize market exposure. The County's policy is to have a weighted average
maturity of no longer than 12 months with no single investment maturity in the portfolic greater than
five years. In addition, the investment objective, the County’s portfolio incorporates three important
principals: (1) Safety of Principal (2) Liquidity of Funds (3) the Prudent Person Standard. The
“Prudent Person” standard calls for investment to be made in a fashion similar to that of a prudent
investor who uses discretion and intelligence in managing his /her financial affairs, and who does
not speculate owing to the fact that the primary concern is for the safety of his/her investments.

Attachment B includes a summary of the investments as of July 8, 2008. Commercial paper
investments require a rating of A1/ P1, with a stated maturity of 270 days or less. Investments in US
Government Agencies are limited to 75 percent of the investment portfolio. It should be noted that
the County does have investments in Fannie Mae and Freddie Mac. Fannie Mae was created by
an act of Congress in 1938 to facilitate liquidity, and create a secondary market for mortgages in the
midst of the Great Depression. In 1968, President Johnson privatized Fannie Mae in order to
remove it from the Federal budget during the Vietnam war. Freddie Mac was created in 1970, also
to provide liquidity in the secondary market for mortgages. Both of these agencies have an implied
guarantee of the Federal Government.

On Sunday July 13" the Federal Reserve announced that it would aliow the two companies to
borrow funds at the prevailing discount window rate of 2.25%, should such lending prove necessary
to promote the availability of home mortgage credit during a period of stress in the financial
markets. Further, on Sunday, Treasury Secretary Paulson said the Treasury would ask Congress
for expedited authority to increase the current $2.25 billion line of credit of both companies and
would be willing to make an equity investment in the companies. Paulson supported his plan by
saying that “Fannie Mae and Freddie Mac pfay a central role in our housing financing system and
must continue to do so...”

Both the House and the Senate passed the housing relief bill last week. The legislation established
the Federal Housing Finance Agency (FHFA) as an independent agency to oversee the activities of
Fannie, Freddie and the Federal Home Loan Bank. The senior debt of both agencies is currently
rated AAA by both S&P and Moody’s. Although there has been much press related to these two
agencies, we have full confidence that the Federal government will stand by them.

The County’s investment policy authorizes the County to participate in Securities Lending. The
program provides an additional source of incremental income on otherwise idle assets. Securities
or investments purchased by the County are loaned to securities dealers or financial institutions,
provided the loan is collateralized by cash or securities having market value of at least 102 percent
of the market vaiue of the securities loaned upon initiation of the transactions. The program is
administered by Dresdner Bank, a third party administrator and monitored by First Southwest Asset
Management.

The Securities Lending Program had earnings, for fiscal year 2006-2007, of $821,559. For the first
three quarters of fiscal year 2007-2008, the earnings are $1,514,612.
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Honorable Joe A. Martinez
County Commissioner
Page 3 of 3

The following attachments are provided with the requested information:

Attachment A - Financial institutions and balances for Demand Deposit Accounts and Time
Deposits as of: Sept 30, 2005, Sept. 30, 2006, Sept 30, 2007 and July 31, 2008

Attachment B - Portfolio Allocation as of July 31, 2008

Attachment C - Investment Summary Statement as of June 30, 2008
Investments authorized by Florida Statutes 218.415 outiined in Miami Dade County’s Investment
Policy

Should you require additional information, please do not hesitate to contact Rache! Baum, Finance
Director at 305-375-5215.

c: Honorable Mayor Carlos Alvarez
Honorable Chairman Bruno A. Barreiro and
Members, Board of County Commissioners
Honorable Clerk Harvey Ruvin
Denis Morales, Mayor’s Chief of Staff
R.A. Cuevas, County Attorney
Cynthia W. Curry, Senior Advisor to the County Manager
Rachel Baum, Director, Finance Department

<5



Attachment A

Attachment A
Miami-Dade County

Fiscal 04-05
Balance of as

Fiscal 05-06
Balance of as

Fiscal 06-07 Fiscal 07-08
Balance of as Balance of as

9/30/2005 9/30/2006 9/30/2007 7/31/2008
Demand Deposit Accounts
BANK OF AMERICA
DC Aviation Dept. $1,429,323 $3,131,2564  $31,291,286 $3,202,786
City National Bank of Florida
MDC Cultural Affairs Council $1,546 $2,333 $4,068 $3,794
MDC Commissions on Ethics & Public
Trust n/a n/a $11,902 $6,843
REGIONS BANK
Corrections and Rehab Bond Escrow
Account $74. 647 $254,323 $110,140 $78,989
SUNTRUST BANK
MDC GSA
MD Special Services Master $1,000,000 $500,000 $100,000 $100,000
MD Risk Management Master Account $1,933,323 $1,788,618 $2,289,978 $2,221,758
Police Dept
MD Police Dept. Court Services Fees
Account $81,667 $132,982 $107,346 $264,725
MD Police Dept. Court Services Trust
Account $680,822 $663,627 $476,140 $335,880
Corrections
DC Trust Fund Account Corrections &
Rehabilitation Dept. $2,475,799 $2,012,329 $1,616,427 $1,637,417
WACHOVIA BANK
Finance Department / Payroll
MDC Payroll $2,592,144 $2,666,300 $2,444,790 $1,065,387
MDC Payroll Emergency Account $498,240 $457,598 $663,948 $791,922
BOCC Metropolitan Dade County
EDCO Trust Account $261,910 $261,910 $261,910 $261,910
Police Dept, :
MD Police Dept. General Account $2,575 $2,575 $2,575 $2,614
Human Services Department
Dept. of Human Resources Office of
Community Services $249,374 $290,908 $488,675 $357,321
Aviation
DC Aviation Department General .
Disbursements $3,770,813 $2,938,524 $4,242,105 $3,846,539
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Attachment A

Miami-Dade County

Fiscal 04-05 Fiscal 05-06 Fiscal 06-07 Fiscal 07-08
Balance of as  Balance of as  Balance of as Balance of as

9/30/2005 9/30/2006 930/2007 7/31/2008
WACHOVIA BANK
Miami-Dade County
Board Of County Commissioners
MDC General Operating Account $111,099,370 $32,010,010 $104,155,031 $142,210,473
MDC Special Services $3,421,736 $2,817,867 $2,556,230 $2,535,716
MDC Voucher Account $19,414 $12,709 $3,162 $33,822
Housing
MDC General Operating Account $3,648,602 $3,020,610 $4,294,422 $3,626,879
MDC Agency Adker Case Fund $235,532 $843 $843 $843
MDHA FSS Prog Public Housing n/a n/a $0 $107,043
MDHA FSS Prog Section 8 n/a n/a $0 $505,609
MDHA Tenant Security Deposits for
Public Housing & Section 8 New ,
Construction n/a n/a $0 $1,240,381
MDHA Rental Market Properties n/a n/a $1,013,946 $416,522
Corrections
DC Work Furlough Trust Account $142,274 $15,959 $50,403 $58,166
MDC Office of the Inspector General $23,540 $19,749 $33,182 $54,646
Office of Community
& Economic Development
MDC Guaranteed Loan Funds Series
HUD 2000 Loan Funds Investment $544 $544 $544 $544
ED! Guaranteed Loan Fund Account $11,093,930 $0 $0 $0
EDI Guaranteed Loan Fund Investments $0 $23,890 $14,927 $14,290
EDI Loan Repayment $83,956 $0 $0 $358
EDI! Loan Repayment Investments $105,774 $161,173 $122.617 $89,623
BEDI! Guaranteed lL.oan Investments $10,607 $12,178 $14,862 $15,625
BEDI Loan Repayment $0 $872 $872 $1,010
BED! L.oan Repayment Investments $16,586 $5,529 $3,686 $18,429
Miami-Dade County Tax Collector
MDC Special Test Account $34,313 $34,293 $34,298 $34,298

Miami-Dade Water & Sewer

MD Water & Sewer Pooled Cash Fund $22,945,083 $17,874,109 $7,733,614  $22,597,811



Attachment A

Miami-Dade County
Fiscal 04-05 Fiscal 05-06 Fiscal 06-07  Fiscal 07-08
Balance of as  Balance of as  Balance of as Balance of as

9/30/2005 9/30/2006 9/30/2007 7/31/2008

Time Deposit Accounts:

Time Deposit is a bank deposit that cannot be withdrawn before a date specified at
the time of the deposit. :

WACHOVIA BANK

MDC MDTA Letter of Credit n/a $25,000 $25,000 $25,000

MDC MDTA Letter of Credit n/a $25,000 $25,000 $25,000

MDC Business Development - Letter of

Credit n/a nfa $ 2,000,000 $2,000,000
1st United Bank

BCC of Miami-Dade County, FI. n/a n/a n/a $5,000,000

EASTERN NATIONAL BANK

BCC of Miami-Dade County, Fl. n/a $5,000,000 $5,000,000 $5,000,000
SUNSTATE BANK

BCC of Miami-Dade County, FI. n/a n/a $3,000,000 $3,000,000

TOTAL BANK
BCC of Miami-Dade County, Fl. n/a n/a n/a $5,000,000
COMMERCE BANK, N.A,
BCC of Miami-Dade County, FI. n/a n/a n/a $5,000,000

$167,933,444 $76,163,615 $174,193,927 $212,789,973



Miami-Dade County

Total Investments as of 7/31/08

Investments held by Treasurer
Commercial Paper

Federal Farm Credit Bank - Bullet
Federal Farm Credit Bank - Callable Issue
Federal Farm Credit Bank-Discount Note

Federal Home Loan Bank-Bullet
Federal Home Loan Bank-Callable Issue
Federal Home Loan Bank-Discount Note

Freddie Mac-Callable Issue
Freddie Mac-Discount Note

Farmer Mac-Discount Note

Fannie Mae-Bullet
Fannie Mae-Callable Issue
Fannie Mae-Discount Note

Money Market - Fidelity Government Fund
Repurchase Agreements
Time Deposit

Treasury Bills
Treasury Notes

Total investments held by Treasurer

Definitions

1,018,677,009

Attachment B

Book Value

1,018,677,009

94,306,821
78,263,840
169,706,600

342,277,261

159,938,949
165,995,253
700,989,340

1,026,923,542

161,224,084
445,297,198

606,521,282

12,976,079

39,978,705
307,394,637
578,256,867

12,976,079

925,630,210

121,484
368,741
25,050,000

25,540,225

192,849,193
10,000,035

202,849,228

Bullet - A bond that is not able to be redeemed prior to maturity.
Callable Issue - A bond which the issuer has the right to redeem prior to its maturity date.

Fannie Mae- Federal National Mortgage Association

Farmer Mac - Federal Agricultural Mortgage Corporation
Freddie Mac-Federal Home Loan Mortgage Corporation

Footnote

4,161,394,834

24.48%

8.23%

24.68%

14.57%
0.31%

22.24%

0.61%

4.87%

. 100.00%

Funds held at City National Bank for court cases collateralized by US Treasuries.
Time Deposits { a bank deposit that cannot be withdrawn before a date specified at the time of deposit)

also included in the detall of schedule A.
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Date:

To:

From:

#10

-DADE

Memorandum

August 29, 2008

Honorable Chairman Bruno A. Barreiro
and Members, Bo unty Commissioners

George M. Burges
County Manager W‘?’/\

Subject:  County Pledge to Appropriate Debt

At the July 8, 2008 meeting of the Budget and Finance Committee, during the discussion of the
Sunshine State Governmental Financing Commission Loan for the Public Health Trust, Commissioner
Gimenez requested a report on General Fund pledge to appropriate debt.

The attached report shows debt issued with a pledge to appropriate from available non-ad valorem
revenues. It should be noted that, although the pledge may be from available non-ad valorem
revenues, debt service payments for loans for enterprise and other self-supporting operations are paid
with revenues derived from those operations. ’

Total Countywide Revenues per Ord.07-125 $1,331,213,000

Less: Property Taxes {1.067,370.000)

Net Countywide Non-Advalorem Revenues $ 263,843,000
Total UMSA Revenues per Ord. 07-127 $ 494,436,000

Less: Property Taxes (151,254,000)

Net UMSA Non-Advalorem Revenues $ 343,182,000
Total Non-Advalorem Revenues $ 607,025,000
Debt Service General Fund/CORF $ 52,176,000
Percentage of Debt to Non-Advalorem Revenues 8.6%

Should you require additional information, please contact Finance Director Rachel Baum, or Jennifer
Glazer-Moon, Special Assistant/Director, Office of Strategic Business Management.

Attachment

Honorable Carlos Alvarez, Mayor

Denis Morales, Mayor’s Chief of Staff

Cynthia W. Curry, Senior Advisor to the County Manager

Jennifer Glazer-Moon, Special Assistant/Director, Office of Strategic Business Management
Rachel Baum, Finance Director

Charles Anderson, Commission Auditor

&/



Miami-Dade County

Maturity |Summa Original Amount Annual Principal General Proprieta
Malurity |summary Amount Issued Outstanding and Interest Fund/CORF Troprietary

Sunshine State Loans

2026 (Series L 2008A -Dexia (Various) $276,200,000 $223,578,000 $34,179,000 $17,618,000 $16,561,000

2035 |Series L 2008B -Dexia-(Seapart) 307,060,000 307,060,000 15,353,000 15,353,000

2028 |Series 2008 C Various 52,000,000 52,000,000 5,108,000 3,189,000 1,890,000
Series 1986 Refunding

2016 Seaport Loan 50,000,000 38,245,000 5,237,250 0 5,237,250

2014 Bleachers 2,000,000 1,148,000 191,000 191,000 0

2016 Senies 2004A Naranja 5,000,000 5,000,000 250,000 0 250,000

2016 Series 2006 Naranja 5,000,000 4,500,000 725,000 4 725,000
Total Sunshine State $697,260,000 $631,531,000 $61,043,250 $20,998,000 $40,016,250
Capital Asset Bonds

2010 |Capital Asset 1990 $64,300,000 $1,100,000 $381,000 $0 $381,000

2013 |Capital Asset 2002A 119,845,000 77,775,000 17,220,000 4,514,000 12,706,000

2014 |Capital Asset 2004 CPI 50,000,000 50,000,000 8,667,000 4,655,000 4,012,000

2035 |Capital Asset 2004 B 72,725,000 63,105,000 7,492,000 5,332,000 2,160,000

2037 |Capital Asset 2007A 210,270,000 210,270,000 11,234,000 1,333,000 9,901,000
Total Capital Asset $517,140,000 $402,250,000 $44,994,000 $15,834,000 $29,160,000
Suntrust Loans

2023 |Suntrust Loan $11,275,000 $11,275,000 $359,000 $0 $359,000

2037  |Suntrust Loan 17,450,000 17,450,000 862,000 862,000 0
Total Sunstrust Loans $28,725,000 $28,725,000 $1,221,000 $862,000 $359,000
QNIP Bonds

2023 |QNIP 1999 $77,640,000 $58,285,000 $5,310,000 $5,310,000 $0

2017  |QNIP 2002 55,275,000 48,590,000 3,985,000 3,985,000 0

2030 |QNIP 2006 28,000,000 27,350,000 1,872,000 1,972,000 0]

2032 |QNIP2007A 30,785,000 30,785,000 2,057,000 2,057,000 0
Total QNIP Bonds $191,700,000 $165,010,000 $13,324,000 $13,324,000 $0
Special Obligations Bonds

2020 |Special Obligation-Courthouse 1988A 5,110,000 4,180,000 319,700 $0 319,700

2020 |Special Obligation-Courthouse 19888 38,320,000 31,410,000 3,392,000 0 3,392,000

2035 Special Obligation-Juvenile 2003A 44,605,000 44,605,000 2,206,100 0 2,208,100

2043 |Special Obligation-Juvenile 20038 45,850,000 45,850,000 1,715,300 0] 1,715,300
Total Special Obligation Bonds $133,885,000 $126,045,000 $7,633,100 $0 $7,633,100

2031 [BAGC Funding Corporation $21,570,000 $19,328,000 $1,484,000 $1,158,000 $326,000
Totals $1,590,280,000 $1,372,889,000 $129,699,350 $52,176,000 $77,494,350

40% 60%
FY2007-08 Budget Total Revenue Ad Valorem Rev. Net Revenue % to Non
Cautywide Revenue 1,331,213,000 1,067,370,000 263,843,000 Advalorem
UMSA Revenue 494,436,000 151,254,000 343,182,000 8.6%
1,825,649,000 1,218,624,000 607,025,000
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' d MIAMI-DADE
Memorandum
Date: August 29, 2008
To: Honorable Chairman Bruno A. Barreiro

and Members, Boayd of County Commissioners

From:

Subject:  Report on Sale of Water and Sewer System Revenue Refunding Bonds Series 2008

Pursuant to Resolutions R-309-08, R-411-08 and R-717-08, staff successfully priced and closed the Water
and Sewer System Revenue Refunding Bonds, Series 2008, at a true interest cost (TIC) of 4.29 percent
and an “all-in true interest cost” (including issuance expenses and underwriters discount) of 4.41 percent.
The Series 2008 Bonds were issued in two series to refund the Miami-Dade Water and Sewer System
Revenue Bonds, Series 1994 (Series 2008B) in the amount of $374,555,000 and to provide funds for the
termination of the related variable to fixed interest rate swap (Series 2008A) in the amount of $68,300,000.

Although the annual payments are higher as a result of the new issuance, the annual additional costs are
very manageable at $1 million to $2 million annually in later years, The certainty of the annual payments,
coupled with the elimination of the swap and the variable rates exposure in the market, gives greater
stability to the Water and Sewer Department as it proceeds in furtherance of its capital plan.

Additionally, | am pleased to inform you that as part of this refunding process, the rating agencies reviewed
the financial outlook of the Water and Sewer Department and confirmed the ratings of A+, A1, A+ from
S&P, Moody’s and Fitch, respectively, with a stable outlook from each.

The original bonds were issued in 1994 as variable rate bonds and swapped to a fixed interest rate (1994
Bonds). Due to high interest rates in the fixed rate bond market at that time, the County took advantage of
lower synthetic fixed rates, by entering into a swap, whereby the County was paying a fixed rate of 5.28
percent and receiving the same variable rate that it was paying in the variable rate market. The swap had
been beneficial to the County over the past 14 years, and generated savings as of September 30, 2007 of
$11,615,000, when compared to the bond market fixed rates that were in existence at the time in 1994.
However, due to the melt-down in the credit and liquidity markets, which could not have been foreseen, the
insurer of the 1994 Bonds and swap was downgraded, which resulted in significant additional costs to the
County estimated at approximately $350,000 weekly since February 21, 2008.

As you know, the Finance Department has been working closely with the staff at the Water and Sewer
Department to solve the problem resulting from the downgrade of FGIC, the insurer of the 1994 Bonds and
the swap counterparty. We have come before you on three separate occasions this year to request your
approval for a solution to resolve the insurance issue and return the 1994 Bonds to the normal interest rate
cost. However, our original plan, to simply replace the insurer was unsuccessful after several months of
work. Our second attempt, to refund the bonds, keep the swap in place and buy a new insurance policy
was effectively concluded when questions were raised about the continued instability of the insurer market,
causing staff to become concerned that this solution might be a temporary fix. At that time after much
discussion with staff and advisors, we determined the best course of action was to limit any further interest
rate risk, by eliminating the swap and the variable rates and refund the 1994 Bonds to a fixed rate. This
resulted in terminating the swap by making a termination payment which was accomplished by issuing new
money bonds and releasing certain reserve funds.

It is the completion of this latter course of action that we are reporting to you today. As part of the
transaction, we made a termination payment of $76,400,000 (a payment of $72,040,000 plus interest
accruals of $4,360,000 which was wrapped into the final payment). The interest rate the County was
paying prior to the refunding was 5.28 percent plus 0.325 percent for liquidity and remarketing fees. After
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Honorable Chairman Bruno A. Barreiro
and Members, Board of County Commissioners
Page 2

the refunding, the true interest cost on the new bonds is 4.29 percent. As a result of the refunding, the
County was able to achieve a cost effective solution by releasing certain bond reserves and by the
approximate 100 basis points reduction due to lower interest rates achieved during the refunding.

Below is a comparison of the 1994 annual principal and interest payments compared to the 2008 annual
principal and interest payments after the refunding with the additional new money bonds.

1994 2008 Difference
2009 $17,851,000 $15,929,000 ($1,922,000)
2010-2013 24,230,000 25,200,000 970,000
2014 30,448,000 31,574,000 1,126,000

2015-2022 56,600,000 58,400,000 1,800,000

If you have any questions or concerns, please feel free to contact Rachel Baum, Finance Director, or me
directly. '

c: Honorable Carlos Alvarez, Mayor
Denis Morales, Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager
Susanne M. Torriente, Assistant County Manager
Jennifer Glazer-Moon, Special Assistant/Director, Office of Strategic Business Management
Rachel Baum, Finance Director
John Renfrow, Director, Water and Sewer Department
Charles Anderson, Commission Auditor
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MIAMI-DADE
Memorandum
Date: October 7, 2008
To: Honorable Chairman Bruno A. Barreiro

and Members, B County Commissioners

From: George M. Burge
County Manag

Subject: Economic Impacts on Miami-D&de County Finances

Attached please find a report prepared by Rachel Baum, Finance Director, regarding the lack of
availability to credit and its impact on County finances as a result of the recent economic conditions in

the financial marketplace.

The report addresses numerous transactions impacted, including those issuances that are sensitive to
the variable rate market, and other financial transactions guaranteed by insurers that were
subsequently downgraded. The report also addresses the investment of County funds.

It should be noted that a majority of the County bonds (approximately 96 percent) have been issued as
fixed rate bonds and are not impacted by the current market. We are monitoring the variable rate
market, and as appropriate we will be presenting to the Board of County Commissioners items to
address any financing issues as necessary on an expedited basis.

If you have any questions or concerns, please feel free to contact Rachel Baum, Finance Director, at
305-375-5147 or me directly.

Attachment

c Honorable Carlos Alvarez, Mayor
Denis Morales, Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager

Rachel Baum, Finance Director
Jennifer Glazer-Moon, Special Assistant/Director, Office of Strategic Business Management
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MIAMIDADE

Memorandum
Date: October 6, 2008

To: George M. Burgess
County Manager

Cynthia W. Curry
Senior Advisor to County Manager

From: Rachel Baum
Finance Directér

Subject:  Economic Impacts on Miami Dade Finances

The continued financial crisis has significantly impacted the availability of credit and interest rates. The
following is an update on the impacts of market conditions on the County’'s debt obligations, and
investments.

Water & Sewer, Series 2003, guaranteed investment contract for the bond reserve account.
LILO- lease in-lease out transactions on Transit and Stephen P Clark Center.

Short term rates (SIFMA) - Variable Rate Demand Obligations

Water & Sewer, Series 2005 Bonds

Sunshine Loans, most specifically the $45.6 million Public Health Trust Loan

Aviation Department Commercial Paper Program

Investment of County funds

AlG-GIC

Miami-Dade Water & Sewer Department has a debt service reserve account investment in a
guaranteed investment contract “GIC” for $33,693,734 for the Water & Sewer Revenue Bonds, Series
2003, issued in 2003 for $248.89 million. This GIC is invested with AlG. On September 15, 2008, the
long term issuer ratings and the unsecured senior debt obligations ratings of American International
Group, Inc. (AIG) was reduced from AAA to A. Overnight on September 16", the Federal Reserve
came to the rescue of AIG, by loaning the firm $85 billion in an effort to keep the firm solvent. The
County Attorney, the financial advisors and bond counsel are reviewing the contract and advising the
County on the termination value of the GIC.

LILO

In 1997, 1998 and 2002, Miami Dade County executed several lease leaseback transactions involving
County assets. The County received an upfront payment for each transaction and deposited with a
trustee a guaranteed investment contract until the early buy-out date, when the County will have the
option to unwind the transaction. One of these leases entered into in May 1997 for 132 metro rail cars
was terminated on April 7, 2008 at the request of Bank of New York Leasing Corporation for an
additional benefit to the County of $175,000. The other LILO leases are still in effect. The insurers on
many of these leases are AMBAC, AIG, FSA, and FSA and Dexia. We have been notified by the equity
investors that the investment contracts are on deposit with institutions that have been downgraded, or
are on the verge of a downgrade. We have been advised to seek alternate providers that are rated
AAA for the investment contracts. We are in the process of determining the value of the investment
contracts and whether to unwind the leases if there will be no cost or minimal costs to the County.
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George M. Burgess
Page 2 of 3

Securities Industry and Financial Markets Association- “SIFMA” Rates
Since the liquidity crises, the SIFMA, which is the short term tax exempt interest rate, has increased
significantly as shown below:

9/10/2008 1.79%

9/17/2008 5.15%

9/24/2008 7.96%

10/2/2008 5.74%

The resultant impact on the County is that our variable interest rate bonds, which are reset weekly, are
costing much higher interest rates than had been anticipated. Additionally, some of the bonds were
tendered back to the paying agent and failed to be remarketed altogether. The following bonds are
impacted:

» Capital Asset Acquisition Bonds-Series 1990 — Amount outstanding $800,000. These Bonds
are resetting at much higher interest rates due to the market disruptions. Interest rates were
reset three weeks ago at 1.880%; two weeks ago the interest rates increased to 5.500%, last
week at 7.75% and as of October 1, the current interest rate reset at 7.50%.

» Special Obligation Bonds (Juvenile Courthouse Project) Series 2003B Bonds — Amount
outstanding $45.850 million. These Bonds were converted on September 5, 2008 from auction
interest rate to variable interest rate backed by a letter of credit. Interest rates were 1.740%
three weeks ago, 5.460% two weeks ago, 7.890% last week, and 5.690% this week.

Water & Sewer Revenue Refunding Bonds-Series 2005

Water & Sewer Revenue Refunding Variable Rate Demand Bonds, Series 2005 — Amount outstanding
$295.240 million. These Bonds were originally issued as Variable Rate Demand Bonds and swapped
to fixed interest rate with Bank of America. The reset interest rates on these Bonds have increased
from 2.050% three weeks ago, to 5.450% two weeks ago and 8.400% last week. The rates reset on
Thursday, October 2™ at 7 percent. In 2005, the County obtained a stand-by Letter of Credit “LOC”
from JP Morgan Chase at a very favorable rate. Financial Advisors, on behalf of the County, circulated
an RFP to procure a substitute letter of credit. On September 25, 2008 the County was advised that no
responses were received from any of the 218 banks to which the RFP was sent. Two weeks prior,
there had been low levels of interest from The Bank of New York Mellon, Commerce /TD Bank,
Landesbank Hessen-Threrigen (Helaba) and Societe General. Each bank contacted either by phone or
via e-mail and all of them stated that they were declining to bid due to recent market events. Financial
Advisors are preparing a timetable to convert these Series 2005 Bonds to fixed interest rate and
terminate the current swap with Bank of America. It is anticipated that this can be accomplished before
the current newly extended LOC with JPMorgan Chase expires at the end of December 2008.

Sunshine State Governmental Commission Loans
We are experiencing similar problems relating to the weekly interest rate resets on these Loans. We
have approximately $620 million outstanding.

« Sunshine Loan — PHT $45.6 million Loan — We had anticipated to close this Loan before fiscal
year end. However, because of the current turmoil in the market, this Loan has been postponed
until such time that the market settles. Authorizing documents limit authorizing parameters to
an initial interest rate of 5 percent, SIFMA [ast week was at a level of 7.96 percent.

e Sunshine Loan — Seaport $25 million Loan — This Loan was approved by the Sunshine
Commission last Friday, September 25". The loan is scheduled to be submitted to the Board
for authorization in the near future. We will proceed at such time when the short term market
improves.
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George M. Burgess
Page 3 of 3

Aviation Commercial Paper Program

The Department has indicated the need to draw funds in the next couple of weeks; however, the
Department was advised to delay drawdown until the market stabilizes. In lieu of commercial paper
draws, the Department will be utilizing Passenger Facility Charges “PFC”" revenues as an altemative

funding option.

As it is evident, we are currently in a “credit-crunch” until the market stabilizes. There are not many
opportunities in the short term to borrow funds through the Aviation Commercial Paper Program or the
Sunshine State Governmental Financing Commission.

The following other financings are contemplated in the near temm, inciuding the following:
e $350 million Building Better Communities, Series 2008B Bonds — anticipated to be issued as
fixed rate/serial/term bonds in mid-December 2008 — Competitive Sale.
o 3600 million - Aviation Revenue Bonds, Series 2009 — process will start in October with
scheduled issuance in early 2009.
e Four Stadium financings — time of issuance to be determined.
e UMSA — QNIP Bonds- $30 million — mid/late FY 2009.

Attached, please find a presentation — Market Update: A Historical Two Weeks on Wall Street provided
to us by Citigroup. This presentation summarizes events on Wall Street from September 15" through

October 61",

Investment of County Funds
The following actions have been taken to ensure that the County's liquidity needs are met while the

principal of the investments is preserved:
* Suspension of customary investments in commercial paper with a maturity of 270 days or less

to only overnight commercial paper investments with very limited prime quality issuers such as
Nestle, Harvard, Yale, Treasurers’ Insurance, and Sunshine State.

» Suspension of Federal Agriculture Mortgage Corporation (Farmer Mac) obligations.

* Increase in Treasury investments.

e Allowance to exceed investment policy issuer limits of 75% in US government agency
securities.

» Increase in ovemnight fund balances maintained in bank accounts due to lack of availabiiity of
short-term investments.

e Increase in Cash Management's communication with Investment Advisor to weekly and at times
on a daily basis.

Attachment
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Total Investments
As of September 30, 2008

Commercial Paper

Federal Farm Credit Bank - Bullet
Federal Farm Credit Bank - Callable Issue
Federal Farm Credit Bank - Discount Note

Federal Home Loan Bank - Bullet
Federal Home Loan Bank - Callable Issue
Federal Home Loan Bank - Discount Note

Federal Home Mortgage Corp - Callabie Issue
Federal Home Mortgage Corp -Discount Note

Farmer Mac - Discount Note

Fannie Mae - Bullet
Fannie Mae - Callable Issue
Fannie Mae - Discount Note

Money Market - Fidelity Government Fund
Repurchase Agreements
Time Deposit

Treasury Bills -
Treasury Notes

Total investments

Definitions

Bullet - A bond that is not able to be redeemed prior to maturity.

Book Value

$ 734,379,823 $ 734,379,823 19.70%
114,316,153
158,895,483
102,634,041 375,845,678 10.08%
149,951,653
194,951,147
791,737,956 1,138,640,756 30.49%
136,222,837
142,214,767 278,437,605 7.47%
8,983,900 8,983,900 0.24%
39,978,705 .
244,931,781
492,658,601 777,569,087 20.86%
121,937
384,986
25,050,000 25,556,923 0.69%
365,980,045
24,975,426 390,955,471 10.49%
$ 3,728,369,243 100.00%

Callable Issue - A bond which the issuer has the right to redeem prior to its maturity date.
Discount Note - A note which is sold at a price below its face value and returns its face value at maturity.

Fannie Mae - Federal Nationa! Mortgage Association
Farmer Mac - Federal Agricultural Mortgage Corporation
Freddie Mac - Federal Home Loan Mortgage Corporation

Footnote

a Funds held at City National Bank for court cases collateralized by US Treasuries.
b Time Deposits (a bank deposit that cannot be withdrawn before a date specified at the time deposit)

Excludes Juvenite Courthouse

//0



Commercial Paper as of 10/3/08 (By Issuer)

DESCRIPTION

GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CR
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO
GENERAL ELEC CAP CO

JP MORGAN CHASE & C
JP MORGAN CHASE & C
JP MORGAN CHASE & C
JP MORGAN CHASE & C
JP MORGAN CHASE & C
JP MORGAN CHASE & C

JOHNSON & JOHNSON
JOHNSON & JOHNSON
JOHNSON & JOHNSON
JOHNSON & JOHNSON
JOHNSON & JOHNSON
JOHNSON & JOHNSON
JOHNSON & JOHNSON

LOS ANGELES METRO T

METLIFE FUNDING INC
METLIFE FUNDING INC
'METLIFE FUNDING INC
METLIFE FUNDING INC
METLIFE FUNDING INC
METLIFE FUNDING INC
METLIFE FUNDING COR
METLIFE FUNDING COR

MATURITY

10/14/2008
10/14/2008
10/15/2008
10/16/2008
10/16/2008
10/16/2008
10/17/2008
10/22/2008
10/24/2008
10/27/2008
10/17/2008
10/17/2008

12/1/2008

12/1/2008
12/16/2008
12/16/2008

10/9/2008
10/9/2008
10/9/2008
10/9/2008
10/9/2008
10/9/2008

11/4/2008
11/4/2008
11/4/2008
11/4/2008
11/4/2008
11/21/2008
11/21/2008

10/15/2008

10/9/2008
10/9/2008
10/9/2008
10/9/2008
10/9/2008
10/9/2008
10/9/2008
11/3/2008

BOOK VALUE

3,313,062
4,159,711
283,353
1,057,455
888,509
4,899,617
1,794,848
276,327
3,989,867
5,981,748
3,092,591
8,824,909
837,656
610,982
4,675,270
3,232,330

3,798,005
999,475
499,738
517,728

4,497,638
499,738

38,561,997

47,918,235

10,812,321

29,951,250
8,986,950
499,275
998,550
1,497,825
2,375,444
2,612,889

46,922,183

15,158,890

15,158,890

1,797,165
7,987,400
58,020
755,561
1,205,142
2,019,722
4,396,946
2,870,543

21,090,499

/!

Issuer As a %
of Total Pflio

1.41%

0.32%

1.38%

0.45%

0.62%



Commercial Paper as of 10/3/08 (By Issuer)

DESCRIPTION

NESTLE CAPITAL CORP
NESTLE CAPITAL CORP

NEW YORK LIFE CAP C
NEW YORK LIFE CAP C
NEW YORK LIFE CAP C
NEW YORK LIFE CAP C

PACCAR FINANCIALCO
PACCAR FINANCIAL CO

HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD LINIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY
HARVARD UNIVERSITY

PRUDENTIAL FINANCIA
PRUDENTIAL FINANCIA
PRUDENTIAL FUNDING
PRUDENTIAL FUNDING
PRUDENTIAL FINANCIA

MATURITY

10/10/2008
10/10/2008

10/6/2008
10/6/2008
10/10/2008
10/24/2008

10/6/2008
10/16/2008

10/7/2008
10/7/2008
10/7/2008
10/7/2008
10/7/2008
10/7/2008
10/7/2008
10/8/2008
10/8/2008
10/8/2008
10/8/2008
10/21/2008
10/21/2008
10/21/2008
10/21/2008
10/21/2008
10/21/2008
10/21/2008
10/21/2008

10/10/2008
10/10/2008
10/10/2008
10/10/2008
10/14/2008

BOOK VALUE

39,973,333
4,996,667

44,970,000

11,959,493
9,988,389
4,215,796

13,510,853

39,674,532

1,099,597
1,397,060

2,496,657

1,679,039
3,949,986
2,960,742
50,641
1,347,926
12,158,798
2,823,702
999,563
8,996,063
5,739,488
9,253,950
891,272
2,575,341
528,331
9,989,583
1,013,044
1,799,124
7,177,416
4,994,792

78,928,799

1,795,727
8,180,532
27,975,424
11,929,610
9,969,467

59,850,758

|12~

Issuer.As a %
of Total Pflio

1.33%

1.17%

0.07%

2.33%

1.77%



Commercial Paper as of 10/3/08 (By Issuer)

DESCRIPTION

SUNSHINE ST GOV FIN
SUNSHINE ST GOV FIN
SUNSHINE ST GOV FIN
SUNSHINE STATE GOV
SUNSHINE STATE GOV
SUNSHINE STATE GOV
SUNSHINE STATE GOV

TEACHERS INS & ANN
TEACHERS INS & ANN
TEACHERS INS & ANN

UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF
UNIVERSITY OF CALIF

YALE UNIVERSITY
YALE UNIVERSITY
YALE UNIVERSITY
YALE UNIVERSITY
"YALE UNIVERSITY
YALE UNIVERSITY
YALE UNIVERSITY
YALE UNIVERSITY

MATURITY
10/30/2008
10/30/2008
10/30/2008
10/15/2008
10/15/2008
10/15/2008
10/15/2008

10/7/2008
10/14/2008
10/14/2008

10/15/2008
10/15/2008
10/15/2008
10/16/2008
10/22/2008
10/22/2008
10/23/2008
10/23/2008
10/23/2008
10/24/2008
10/24/2008
10/24/2008

10/16/2008
10/16/2008
10/16/2008
10/16/2008
11/12/2008
11/13/2008
11/13/2008
11/13/2008

BOOK VALUE
2,993,750
997,917

808,313 -

3,818,296
962,033
1,734,673
699,497

issuer As a %
of Total Pflio

12,014,479 0.35%

1,696,902
5,600,083
6,387,251

13,684,236 0.40%

270,129
1,661,789
2,059,648

749,219
9,262,298
4,512,862
9,981,333
2,117,041
7,864,293
2,994,563
2,994,563
8,983,900

53,451,637 1.58%

1,495,865
4,986,215
2,857,101
7,115,329
11,645,911
19,908,260
3,418,248
1,558,817

52,985,745 1.56%

TOTAL CP

Total Portfolio size (as of 10/3/08)

| 13

538,520,966 14.75%

3,390,154,754



