Individual Investors
and Auction Rate Securities

Recent reports have de-
scribed how companies are
dealing with their Auction
Rate Securities issues. Al-
though it has been report-
ed that the credit crisis is
receding, hundreds of U.S.
companies still are strug-
gling to clean up the prob-
lems caused by auction-rate
securities.

Areview of first-quarter
earnings reports showed
that more than 400 companies, includ-
ing Google Inc., Bed Bath & Beyond
Inc. and Starbucks Corp., held at least
$30 billion in the securities, instru-
ments they once thought were as de-
pendable as cash.

According to a study of earnings
reports conducted by securities-val-
uation firm Pluris Valuation Advisors
LLC, 402 public companies disclosed
that they held variations of auction-
rate securities. Half had written down
the value of their holdings. Of those
that did, the average markdown was
13.2%, the study shows.

Individuals and companies were
sold auction-rate debt from munici-
palities, charitable organizations, stu-
dent lenders and closed-end mutual
funds.

The securities are long-term debt
with short-term features. Their inter-
est rates are meant to reset in week-
ly or monthly auctions conducted by
Wall Street brokers. Buyers were at-
tracted to their relatively high yields
and a promise from Wall Street of an
easy exit from the instruments.

But in February, Wall Street firms
stopped supporting the market, caus-
ing it to freeze up.

It has been reported that ImClone
Systems Inc. took an $85 million
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impairment charge in the
first quarter, $69 million of
which came from auction-
rate securities it marked
down by 43%.

Bed Bath & Beyond, the
home-furnishing retailer,
took a temporary 2.2%
markdown on $327 million
of the securities; Google a
4.2% markdown on $260
million of the securities; and
Jet Blue Airways Corp. a
3.4% impairment on $324 million of
the debt. Starbucks took no impair-
ment on $70.5 million of such debt.

However, the individual investor
doesn’t have the luxury of the CFO
of a public company, who can weath-
er a number of write downs and wait
for values to recover. If you have been
sold auction rate securities that were
represented as “money market equiv-
alents,” it may make sense for you to
take action to liquidate and ascertain
your losses before more write downs
occur.

Listen to Howard Rosenfield
with Anita Finley on Saturday,
June 28 from 8:00-8:30 PM
on WWNN 1470AM and on the
Internet at www.wwnnradio.com.

Howard M. Rosenfield is an attorney spe-
cializing in arbitration and mediation for in-
vestors who have a dispute with their broker
and/or brokerage firm. He is a member of the
Public Investors Arbitration Bar Association
(PIABA) and can be contacted by calling
1-800-637-3243 or visit his website at
www.stockbrokerproblems.com.

The hiring of an attorney is an important
decision that should not be based solely upon
advertisements. Before you decide, ask us to
send you free written information about our
qualifications and experience.




