% BARCLAYS
CAPITAL

Presentation to:
National Association of Health and Educational
Facilities Finance Authorities

October 4th, 2011



As recently as 2010, the market was worried about LOC
capacity

e In 2008, many municipal issuers replaced auction rate debt and insured VRDBs with new bank facilities having
a 3-year term

e Many Bank facilities secured in 2009 and early 2010 also had one or two-year terms, compounding the
problem

* Moody’s estimated nearly $80 billion of bank facility expirations between 4Q 2010 and through 2011, with a
pronounced spike in 2Q 2011

e Sectors with large concentration of bank facility expirations included local government, health care and
infrastructure
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1. Source: Moody's Investors Service, “Special Comment: U.S. Public Finance Borrowers Face Increasing Renewal Risk of Bank Facilities,” September 28, 2010.
2. Source: Moody’s Investors Service data; includes Moody’'s-rated VRDBs and CP with bank facilities and a public underlying long-term rating. ‘
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Rating agencies issued alerts on renewal risk

Factors Contributing to Renewal Risk Factors Mitigating Renewal Risk

e Rating level Al or below ¢ Rating level Aa3 or higher

¢ Recent multi-notch rating downgrade ¢ Rating stability

e Lack of bank diversification ¢ Diversification of banks

e Concentration of expiration dates ¢ Long repayment terms

e Immediate repayment terms e Cash or reserve fund balances
e Operating pressures e Demonstrated market access
e Swap collateral requirements ¢ Predictable cashflows

Bank Facility Expirations by Rating Level, Number of Facilities?
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1. Source: Moody’s Investors Service, “Special Comment: U.S. Public Finance Borrowers Face Increasing Renewal Risk of Bank Facilities,” September 28, 2010.
2. Source: Moody's Investors Service data; includes Moody's-rated VRDBs and CP with bank facilities and a public underlying long-term rating. n
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Problem has not materialized!

In Healthcare & Higher Ed, Most Client Finding Access to Bank Credit

e Even in the current challenging credit environment, issuers across all sectors with an array of
credit profiles:
— Extended existing facilities;
— Found substitute bank facility providers;
— Issued refunding debt; and/or
— Secured direct bank loans to refund existing bank supported VRDBs

e Given the array of options available, terms for liquidity are improving
— Itis a buyer’'s market to a large extent

However, challenges remain and the market is fragile

* Real-estate related sectors have been hurt: eg continuing care.
e Market is over-concentrated at LOC and remarketing agent level
e The global banking industry is still under pressure from the economy and regulators

e The traditional buyer base for VRDB's is losing liquidity
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Money Market exposure to banks has become
Increasingly concentrated

Tax-Exempt MMF Exposure to Current Top 6 Liquidity / LOC Providers
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1. Rule 2a-7, paragraph (c) (4) (iii) (A).

Note: This chart is for illustrative purposes only and does not intend to imply that money market funds are the only buyers in the short-term market.
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Credit pressures on banks are reflected in declining
ratings

2007 2010

Bank Ratings ! Bank Ratings !
Wells Fargo Bank N.A. Aaa/AAAIAA Wells Fargo Bank N.A. Aa3/AA/AA-
Bank of America N.A. Aaa/AA+/AA+ Bank of America N.A. A2/A+IA+
JP Morgan Chase Bank N.A. Aal/AA/AA- JP Morgan Chase Bank N.A. Aal/AA-IAA-
Dexia Credit Local Aal/AA/AA+ Dexia Credit Local A3/AIA+
US Bank. N.A. Aal/AA+/AA- US Bank, N.A. Aa2/AA-/AA-
The Bank of NY Mellon Aaa/AA-IAA- The Bank of NY Mellon Aaa/AA/AA-
1. Credit ratings represent the long-term unsecured, senior ratings of each banking subsidiary.
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Basel Il Overview

Once fully implemented, Basel Il could significantly impact the cost and availability of
bank credit facilities

Improved Capital = Narrower definition of Tier 1 capital
Quantity = More conservative risk weighting

= Tier 1 Common raised from 2% to 4.5%; Tier 1 Total Capital increased
Improved Capital from 4% to 6%

Quality = Capital conservation buffer of 2.5%

= Countercyclical buffer of 0-2.5%

Introduction of = Designed to supplement capital standards to provide greater security
Liquidity Metrics = Assets calculated at full value and not risk-weighted

. = Contemplates a liquidity coverage ratio and a net stable funding ratio
Introduction (.)f = Both metrics require significant calibration and are scheduled for roll-out in
Leverage Ratios January 2015 and January 2018, respectively

e These proposed regulations will likely have the cumulative effect of increasing the cost of capital
for banks in countries that comply with Basel IlI.

e Most bank documents provide for increased fees costs pass on to clients through increased fees
cost language
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The remarketing business too has become concentrated
since 2008

In the past 3 years, the market share of the top remarketing agents grew from 27% to
42%
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Money Market Funds are losing assets

TE Money Market Fund Assets Under Management
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Source: BarCap Live and Bloomberg
Note: Rates and statistics as of September 16, 2011.
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But rates are at historic low levels

SIFMA (2001 to Present)
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New issuance has collapsed. ..

VRDB Issuance Trends

$(Millions)
140,000
Refinancing of ARS
120,000 in 2008 after
auctions failed in
100,000 February 2008
80,000
60,000 Issuance
down 47%
40,000 YTD vs. 2010
0 ]
2004 2005 2006 2007 2008 2009 2010 2011
Source: BarCap Live and Bloomberg
Note: Rates and statistics as of September 16, 2011. ‘

% BARCLAYS N
CAPITAL NAHEFFA



And the convergence of taxable and tax exempt rates
saves the day!

SIFMA vs. 1-Month and 3-Month LIBOR

(Percent)
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Disclaimer

This document has been prepared by Barclays Capital, the investment banking division of Barclays Bank PLC ("Barclays"), for information purposes only. This document is an indicative summary
of the terms and conditions of the securities/transaction described herein and may be amended, superseded or replaced by subsequent summaries. The final terms and conditions of the
securities/transaction will be set out in full in the applicable offering document(s) or binding transaction document(s).

This document shall not constitute an underwriting commitment, an offer of financing, an offer to sell, or the solicitation of an offer to buy any securities described herein, which shall be subject to
Barclays’ internal approvals. No transaction or services related thereto is contemplated without Barclays' subsequent formal agreement. Barclays is not acting as a fiduciary. Accordingly you
must independently determine, with your own advisors, the appropriateness for you of the securities/transaction before investing or transacting. Barclays accepts no liability whatsoever for any
consequential losses arising from the use of this document or reliance on the information contained herein.

Barclays does not guarantee the accuracy or completeness of information which is contained in this document and which is stated to have been obtained from or is based upon trade and
statistical services or other third party sources. Any data on past performance, modelling or back-testing contained herein is no indication as to future performance. No representation is made as
to the reasonableness of the assumptions made within or the accuracy or completeness of any modelling or back-testing or any other information contained herein. All opinions and estimates are
given as of the date hereof and are subject to change and Barclays assumes no obligation to update this document to reflect any such changes. The value of any investment may fluctuate as a
result of market changes. The information herein is not intended to predict actual results and no assurances are given with respect thereto. Nothing herein shall be deemed to constitute
investment, legal, tax, financial, accounting or other advice.

Barclays, its affiliates and the individuals associated therewith may (in various capacities) have positions or deal in transactions or securities (or related derivatives) identical or similar to those
described herein.

IRS Circular 230 Disclosure: Barclays Capital and its affiliates do not provide tax advice. Please note that (i) any discussion of U.S. tax matters contained in this communication (including any
attachments) cannot be used by you for the purpose of avoiding tax penalties; (ii) this communication was written to support the promotion or marketing of the matters addressed herein; and (iii)
you should seek advice based on your particular circumstances from an independent tax advisor. Notwithstanding anything herein to the contrary, each recipient hereof (and their employees,
representatives, and other agents) may disclose to any and all persons, without limitation of any kind from the commencement of discussions, the U.S. federal and state income tax treatment and
tax structure of the proposed transaction described herein and all materials of any kind (including opinions or other tax analyses) that are provided relating to such tax treatment and tax

structure. For this purpose, "tax structure" is limited to facts relevant to the U.S. federal and state income tax treatment of the proposed transaction described herein and does not include
information relating to the identity of the parties, their affiliates, agents or advisors.

BARCLAYS CAPITAL INC., THE UNITED STATES AFFILIATE OF BARCLAYS CAPITAL, THE INVESTMENT BANKING DIVISION OF BARCLAYS BANK PLC, ACCEPTS RESPONSIBILITY
FOR THE DISTRIBUTION OF THIS DOCUMENT IN THE UNITED STATES. ANY TRANSACTIONS BY U.S. PERSONS IN ANY SECURITY DISCUSSED HEREIN MUST ONLY BE CARRIED
OUT THROUGH BARCLAYS CAPITAL INC., 200 PARK AVENUE, NEW YORK, NY 10166.

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF THE SECURITIES DESCRIBED HEREIN IN ANY JURISDICTION IN WHICH ACTION
FOR THAT PURPOSE IS REQUIRED. NO OFFERS, SALES, RESALES OR DELIVERY OF THE SECURITIES DESCRIBED HEREIN OR DISTRIBUTION OF ANY OFFERING MATERIAL
RELATING TO SUCH SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY APPLICABLE
LAWS AND REGULATIONS AND WHICH WILL NOT IMPOSE ANY OBLIGATION ON BARCLAYS OR ANY OF ITS AFFILIATES.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES/TRANSACTION. PRIOR TO
TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS.

Barclays Bank PLC is registered in England No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP. Copyright Barclays Bank PLC, 2010 (all rights reserved). This document is
confidential, and no part of it may be reproduced, distributed or transmitted without the prior written permission of Barclays.
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