MIAMIDADE

Memorandum

Date: October 1, 2014

To: Honorable Chairwoman Rebeca Sosa
and Members, Board of County Commissioners

From: Carlos A. Gimenez
Mayor i
Subject: Additional Information on the Resdiytion Waiving Requirements for Small Business

Bond Counsel to Maintain Malpractice Insurance (Legistar 141247)

At the June 10, 2014 Finance Committee meeting there was a discussion of and follow-up information
requested related to the resolution waiving requirements for small business bond counsel and
disclosure counsel to maintain a minimum of $1 million of malpractice insurance. This resolution is
before the Board of County Commissioners (Board) as item 11A4 (Legistar 141247) on its October 7,
2014 meeting agenda.

The County currently has three pools totaling eight senior and eight junior bond counsel and
disclosure counsel firms. All senior and junior firms are current in their minimum malpractice
insurance coverage requirement. The senior and junior firms in our bond counsel and disclosure pools
provide opinions to Miami-Dade County on the issuance of bonds and related financial contracts
ranging from $5 million to $800 million. Erroneous opinions from these firms may result in (1) losses
to bondholders, who then could bring legal actions against the County; (2) Securities Exchange
Commission suits, which the County would have to defend at a significant cost and sanctions for
deficient offering statement disclosures; and (3) Internal Revenue Service proceedings and fines for
improper bond interest taxability determinations.

Commissioner Juan C. Zapata wanted to know the “worst case” scenario if the junior (small business)
firms were no longer required to maintain malpractice insurance on our bond and disclosure counsel
contracts. Any of the legal or regulatory actions described above could potentially cost the County
millions of dollars to defend and/or to settle. In such events, the County would seek relief from all
firms working on the transaction. By requiring the firms to have a least $1 million in malpractice
insurance, the firms have insurance proceeds that they could use to pay any damages due the
County. The likelihood, however, of the County recovering damages from the junior firms is
significantly reduced if they do not have malpractice insurance. As a result, the County would have to
seek damages primarily from the senior firms.

Commissioner Dennis C. Moss inquired if County has had problems in the past with these junior bond
counsel or disclosure counsel firms in the past. County staff cannot recall any problems. Additionally,
Commissioner Dennis C. Moss asked for a comparison to other jurisdictions. Please see the attached
survey of firms for a description of what occurs in other jurisdictions where our bond and disclosure
firms are utilized. Also, we surveyed Broward County, FL; Hillsborough County, FL; and the cities of
Orlando, FL and Jacksonville, FL. Each entity requires professional malpractice insurance from all of
their bond counsels and disclosure counsels.

If you have any questions or concerns, please feel free to contact Deputy Mayor Edward Marquez at
305-375-1451, or me directly.

Attachment

c. Robert A. Cuevas, Jr., County Attorney
Office of the Mayor Senior Staff
Blanca Padron, Deputy Director, Finance Department
Frank Hinton, Bond Administration Division, Director, Finance Department
Charles Anderson, Commission Auditor
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