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UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION — DETROIT

__________________________ - e X

In re: Chapter 9

CITY OF DETROIT, MICHIGAN, Case No.: 13-53846
DERTOR. Hon. Steven W. Rhodes

_______________________________________________________ X

MOTION OF INTERNATIONAL UNION, UAW AND FLOWERS
PLAINTIFFS TO COMPEL PRODUCTION OF DOCUMENTS WITHHELD
ON GROUNDS OF PRIVILEGE BY THE STATE OF MICHIGAN

International Union, UAW (“UAW?”) and Robbie Flowers, Michael
Wells, Janet Whitson, Mary Washington and Bruce Goldman, as plaintiffs in the suit
Flowers v. Snyder, No. 13-729 CZ (Ingham County Circuit Court) (the “Flowers
plaintiffs”) hereby move this Court for the entry of an order in the form attached
hereto as Exhibit 1 to compel production of documents withheld by the State of
Michigan (“the State”) on the grounds of attorney-client or executive privilege.

The State has claimed attorney-client and executive privilege with
respect to numerous documents but have failed to provide sufficient detail on its
privilege logs that would enable UAW and the Flowers plaintiffs to test whether the
privilege has been properly invoked. Witﬁ respect to one portion of its production,

the State has failed to identify the parties to the relevant communications claimed to
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be privileged; with respect to others, it has failed to identify the subject matter of the
communication or that it included a request for legal advice.

In addition, the State has redacted portions of one document on which it
claims a common interest privilege that antedates the retention of Emergency
Manager Orr. There is no basis to assert a joint interest privilege with respect to
communications that antedate the retention of the Emergency Manager and the
State’s apparent refusal to produce all such documents is groundless.

We have conferred with counsel for the State without resolution.
Given the October 23 trial date and although the State has committed to providing
more detailed privilege logs, we file this motion to preserve the issues should they
not be resolved before October 23 and would request that the Court enter an order
compelling production of all such documents.

ARGUMENT

I

THE STATE SHOULD BE COMPELLED TO PRODUCE DOCUMENTS
INVOLVING COMMUNICATIONS WITH THE EMERGENCY MANAGER
THAT ANTEDATE THE EMERGENCY MANAGER’S RETENTION

On the privilege log the State provided with its production, a March 12,
2012 document was identified as withheld either under the common interest
privilege. The document was authored by Richard Baird and addressed to Kevyn

Orr and was produced in redacted form with the notation it is an “Email forwarding

e
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attorney’s legal advice; privileged Email are redacted.” A copy of that entry is
Exhibit A to correspondence dated October 15 to Margret Nelson. (That October
15, 2013 letter is included in Exhibit 6 to this Motion as Exhibit A). Given that the
Emergency Manager was not retained until March 15, there can be no basis for
withholding under a common interest theory a document between the State and the
City that antedates EM Orr’s retention.

In response to UAW’s October 15 correspondence, the State advised
that it believed that it could assert common interest privilege with respect to “a
communication occurring in connection with, and only a few days prior to the
appointment” but failed to identify any basis for why or how this could be so. (A
copy of this correspondence dated October 18 is included in Exhibit 6 to this Motion
as FExhibit B). The Court should require the State to produce documents that
antedate the retention of the Emergency Manager that it has withheld on the basis of
common interest privilege.

As UAW showed in its motion to compel production from the City, the
City and the State have used the common interest theory to block inquiry into their
joint communications concerning the decision to pursue this Chapter 9 filing. This
involves both precluding deposition testimony concerning communications between
and among the Emergency Manager and state officials — both elected and appointed

- and withholding documents reflecting such communications.

-3- ‘
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Based on this assertion, for example, the Governor refused to answer
questions involving his discussion with Orr concerning a host of policy-related
topics: the June 14 Proposal to Creditors; consideration to be provided to retirees
whose pension benefits the City would impair; sales of City assets; the City’s cash
flow, and whether reductions in accrued pension benefits were necessary. See
Deposition of Richard Snyder, dated October 9, 2013, Tr. at 12, 14, 43, 58, and 68.
(Relevant excerpts collected in Exhibit 6 as Exhibit D). With respect to the critical
issue of the reduction of accrued pension liabilities, the common-interest privilege
was invoked to foreclose inquiry;

Q. Let me — did you discuss with anyone other than your legal
counsel and Mr. Orr whether there had to be cuts to Detroit’s
accrued pension liability?

A. When you say other people, there would be people from the
administration in the meetings that we had.

Q. Who did you discuss that issue with?

A. There could be any number of people that would include my
chief of staff, Andy Dillon, and other people of the
administration.

Q. And what did you and Andy Dillon discuss on that issue?

MS. NELSON: I’'m going to object on the grounds of attorney-
client privilege. These discussions occurred in the meetings with
Mr. Orr and his counsel.

-4 -
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Tr. at 58." In effect, the deliberations of public officials with respect to critical
government decisions have been shielded from disclosure.?

As the State would have it the common interest privilege would extend
to communications antedating even its decision to retain EM Orr. That contention
should be rejected and the State compelled to produce all such documents.

In any event, with respect to the March 12, 2012 document noted
above, the privilege log does not identify an attorney whose advice is reflected in the
document. Nor does the redacted version of the document included in the
production provide any information with respect to the attorney’s involved or the
subject matter of the communication sufficient to allow UAW or the Flowers
plaintiffs to test the assertion of privilege (even assuming arguendo that it would be
appropriate to claim common interest privilege with respect to a document

antedating EM Orr’s retention). As shown in part II below, a privilege log must

contain such information to properly invoke privilege.

' As UAW urges in its motion with respect to the City’s production [Docket No.
1234], this Court should reconsider its September 19 Order and require the
production of all documents withheld on the basis of a common interest privilege
that date from or before July 18, 2013, so that a full public record may be established
concerning the deliberations of the Emergency Manager and the State that lead to
this Chapter 9 filing.

? As shown in UAW’s motion to compel production from the City, this is
contrary to the Open Meetings Law which requires that the deliberations of a
governing body be open to the public and narrowly limits the applicability of the
attorney-client privilege to its deliberations.

-5
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11.

THE STATE’S PRIVILEGE LOG IS
INSUFFICIENT TO PRESERVE CLAIMS OF PRIVILEGE

To assert the privilege a party “must make a minimal showing that the
communication involved legal matters. This showing is not onerous and may be
satisfied by as little as a statement in the privilege log explaining the nature of the
legal issue for which advice was sought . . . Conclusory statements . . . do not satisfy
even this minimal requirement.” In re Search Warrant Executed at Law Offices of
Stephen Garea, 173 F.3d 429, 429 (6th Cir. 1999); see generally United States v.
Construction Prods. Research, Inc., 73 F.3d 464, 473 (2d Cir. 1996) (“if the party
invoking the privilege does not provide sufticient detail to demonstrate fulfiliment of
the legal requirements for application of the privilege, his claim will be rejected”).

The State’s privilege log has does not contain information sufficient to
invoke the privilege. Attachment C to the October 15 correspondence (Exhibit A to
Exhibit 6 to this Motion) is the State’s second privilege log. It does not identify
parties involved in any of the referenced communications nor does it indicate the
subject matter of the communication or that it involved a request for legal advice,
Similarly, with respect to entries on the State’s first and third privilege logs
(Attachments B and D to the October 15 correspondence) where attorney-client or
executive privilege is claimed, none identifies the nature of the legal issue for which
advice was sought.

-6-
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The City should be compelled to produce documents for which

attorney-client privilege has not been properly invoked, or, in the alternative, this

Court should require the production of the documents for in camera review to

ascertain whether the privilege has been properly asserted.

CONCLUSION

The Court should compel production of documents (a) reflecting

communications with the Kevyn Orr before the City retained Emergency Manager

and (b) for which it has claimed privilege but has failed to sufficiently document in

its privilege logs.

Dated: October 21, 2013

/s/ Babette A. Ceccotti

Cohen, Weiss and Simon LLP
Babette A. Ceccotti

Thomas N. Ciantra

330 West 42nd Street

New York, New York 10036-6979
T:212-563-4100

F:212-695-5436
beeccottif@cewsny.com
tciantraf@cwsny.com

- and-~

Niraj R. Ganatra (P63150)
8000 East Jefferson Avenue
Detroit, Michigan 48214
T:(313)926-5216
F:(313)926-5240
neganatraf@uaw.net
mnicholson{@uaw.net

Attorneys for International Union, UAW
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-and-

/s/ William A. Wertheimer
William A. Wertheimer

30515 Timberbrook Lane
Bingham Farms, Michigan 48025
T: (248) 644-9200
billwertheimer@gmail.com

Andrew A. Nickelhoff

Sachs Waldman, P.C.

2211 East Jefferson Avenue
Detroit, Michigan 48207
T:(313) 965-3464

F:(313) 965-0268
anickelhofft@sachswaldman.com

Attorneys for Flowers Plaintiffs
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SUMMARY OF ATTACHMENTS

The following documents are attached to this Motion, labeled in accordance with Local Rule
9014-1(b).

Exhibit 1 Proposed Form of Order

Exhibit 2 Intentionally Omitted (Ex Parte Motion to be File Concurrently)
Exhibit 3 Intentionally Omitted (No Brief Required)

Exhibit 4 Certificate of Service

Exhibit 5 Intentionally Omitted

Exhibit 6 Documentary Exhibits

Exhibit A 10/15/13 Correspondence from T. Ciantra to M. Nelson
Exhibit B 10/18/13 Correspondence from M. Nelson to T. Ciantra
Exhibit C Document Production SOM4003136 to SOM40003154
Exhibit D Excerpts of Governor R. Snyder 10/9/13 Deposition
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EXHIBIT 1
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UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION — DETROIT

—- B— — x
In re: Chapter 9
CITY OF DETROIT, MICHIGAN, Case No.: 13-53846
Debtor. Hon. Steven W. Rhodes
e e e e X

ORDER ON MOTION OF INTERNATIONAL UNION,
UAW AND THE FLOWERS PLAINTIFFS TO COMPEL
PRODUCTION OF DOCUMENTS WITHHELD ON
GROUNDS OF PRIVILEGE BY THE STATE OF MICHIGAN

This matter coming before the Court on the motion (the “Motion”) of
the International Union, UAW and Robbie Flowers, Michael Wells, Janet Whitson,
Mary Washington and Bruce Goldman, as plaintiffs in the suit Flowers v. Snyder,
No. 13-729 CZ (Ingham County Circuit Court) (the “Flowers plaintiffs”) To
Compel Production of Documents Withheld on Grounds of Privilege and the Court
having considered UAW’s Motion, and any responses thereto; and good cause
appearing;

IT IS HEREBY ORDERED THAT:

I. The Motion is GRANTED.

2. The State is ordered to produce any documents reflecting
communications with Kevyn Orr counsel withheld on the grounds of common

1
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interest privilege which documents ante-date March 15, 2013 when Orr was
appointed Emergency Manager of the City of Detroit.

3.  The State is ordered to produce documents withheld on the
grounds of attorney-client as identified at the hearing on this motion.

4. The Court shall retain jurisdiction with respect to all matters

arising from or related to the implementation of this Order.

Signed on

Hon. Steven W. Rhodes
United States Bankruptcy Judge
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EXHIBIT 2
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Intentionally Left Blank
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EXHIBIT 3
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Intentionally Left Blank
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EXHIBIT 4
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UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION ~ DETROIT

______________________________________________________ X
In re: Chapter 9
CITY OF DETROIT, MICHIGAN, Case No.: 13-53846
Debtor Hon. Steven W. Rhodes
_____________ - OSSO
CERTIFICATE OF SERVICE

I hereby certify that on this the 21st day of October 2013, I caused the Ex
Parte Motion to Expedite Hearing of International Union, UAW and the Flowers’
Plaintiffs” Motion to Compel Production of Documents Withheld on Grounds of
Privilege by the State of Michigan to be filed with the Clerk of the Court using the

CM/ECF system, which will send notification of such filing to all counsel of

record.

Dated: New York, New York
October 21, 2013

Cohen, Weiss and Simon LLP

By: _/s/ Babette A. Ceccotti
330 West 42nd Street
New York, New York 10036-6979
T:(212) 563-4100
beeccotti@cwsny.com

Attorneys for International Union, UAW
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EXHIBIT 5
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Intentionally Left Blank
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EXHIBIT A
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E

GOHEN ThomasY, Gl P
WEI S S Fax: 646.473.8228

AND— Cell: 917.748.9423

S IMON teianira@cwsny.com

LLT WWW.CWSNY.com

330 West 42nd Street » New York, NY 10036-6979

October 15, 2013

Margaret Nelson

Assistant Attorney General

Michigan Department of Attorney General
P.O. Box 30212

Lansing, Michigan 48909

Re:  Inre City of Detroit

Dear Ms. Nelson;

Pursuant to Local Rule 7.1 of the U.S. District Court for the Eastern District of
Michigan and Local Bankruptcy Rule 9014-1(g), I write to advise that International Union,
United Automobile Workers (“UAW”) and the Flowers plaintiffs intend to file 2 motion to
compel discovery of certain documents identified on the privilege logs accompanying the State’s
document production and to seek to narrow the potential issues or documents that would be
involved in such a motion. Because of the exigent schedule, UAW requests that the City respond
to this correspondence by October 18, 2013.

In opposition to the motion of Michigan Council 25 of the American Federation of
State, County and Municipal Employees, AFL-CIO and Sub-Chapter 98, City of Detroit
Retirees’ Motion To Compel Testimony of Kevyn Orr and All Other City and State Withesses
Regarding City-State Communications Prior To July 17, 2013 (the “AFSCME Motion™), the City
recites that it and the State entered into a common interest agreement “at the time of the
appointment of the Emergency Manager.”

The September 12, 2013 Commeon Interest Agreement recites that “on or around the
appointment of the Emergency Manager” the City and State entered into a verbal common
interest agreement. Mr. Orr was appointed to the position of “emergency financial manager” for
the City on March 15, 2013.

Accordingly, and at a minimum, documents which antedate March 15 , 2013, and
which mvolve communications with the City {and counsel) cannot be covered by the attorney
client privilege that the State has asserted here. Exhibit A to this letter sets out an entry on the
first and third privilege logs dated March 12. It identifies a communication between Richard
Baird and Kevyn Orr that “forward(s] attorney’s fegal advice.” Inasmuch as there was no
attorney-client relationship between Jones Day and the state, there is no basis for this document
to be withheld and we request its production.

00296754 1
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Margaret Nelson S I MON

October 15, 2013
Page 2

Exhibit B to this letter are entries on the State’s first and third privilege log where the
State is withholding documents on the ground of “Executive Privilege.” The State has waived
deliberative privilege; thus it would appear that no documents should be withheld on grounds of
Executive Privilege. Please produce these documents.! 1 also note that certain of these entries
indicate that information is being redacted from a document which is included in the production.
Because the log does not identify documents by bates number it is difficult to identify the
referenced item. Please provide an identification of the redacted items by bates number.

Exhibit C to this letter is the State’s second privilege log. It does not identify parties
involved in any of the referenced communications nor does it indicate the subject matter of the
communication or that it involved a request for legal advice. This is insufficient. To assert the
privilege a party “must make a minimal showing that the communication involved legal matters.
This showing is not onerous and may be satisfied by as little as a statement in the privilege log
explaining the nature of the legal issue for which advice was sought. . , . Conclusory statements
. . do not satisfy even this minimal requirement.” n re Search Warrant Executed at Law
Offices of Stephen Garea, 173 F.3d 429, 429 (6th Cir. 1999); see generally United States v.
Construction Prods. Research, Inc., 73 F.3d 464, 473 {2d Cir. 1996) (“if the party invoking the
privilege does not provide sufficient detail to demonstrate fulfiliment of the legal requirements
for application of the privilege, his claim will be rejected”).

In addition certain documents are listed on this log with a claim that they are being
withheld on the basis of “Executive Privilege” or “Privacy.” For the reasons stated above no
documents should be withheld on grounds of Executive Privilege. With respect to documents
withheld on privacy grounds, we would expect that personal information, such as Social Security
numbers, could be redacted. Please advise us of the bases under which these documents are
being withheld. :

Exhibit D to this letter are entries from the first and third logs which identify
documents withheld on the basis of attorney-client privilege. In none of these entries is there any
identification of the nature of the legal issue for which advice was sought. As discussed above,
this is insufficient,

As you know, trial is scheduled for October 23 concerning the eligibility issues, We
are entitled to test the State’s assertion of privilege. Given the lack of specificity in the log we

! Certain of these entries also indicate that the document is being withheld on grounds of
attorney client privilege. Yet the log does not identify whose advice is being either conveyed or
provided. As stated below, such conclusory statements are insufficient. Please identify the
person providing the advice and the general nature of the issue invoived so that we may assess
the privilege claim with respect to these entries.
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Margaret Nelson S IM ON

October 15, 2013
Page 3

are and have been unable to do so. We note in this regard that at his deposition earlier this week,
the Governor refused to answer questions concerning topics discussed in any and all meetings
where an attorney was present. To expedite resolution of the issue we request that the State
submit to the Court for in camera inspection documents noted on the excerpts from the privilege
logs in Exhibits B, C or D dated on or before July 18, 2013 as to which the State would continue
to assert any privilege — whether attorney-client or otherwise, including those received or sent by

the Governor.

Finally, Exhibit E contains two documents on the first and third logs which do not
assert any privilege, nor do they identify a date or an author of the document. Please confirm
that these documents have been produced by identifying the Bates number in the production.

Thank you for your attention to this matter and I look forward to reviewing your

response.
Very truly yours,
E}W M. Gt
Thomas N. Ciantra

TNC:vif

Enclosures
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EXHIBIT A
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STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

P.0O. Box 30212
LANSING, MICHIGAN 48809

ATTORNEY GENERAL

Qctober 18, 2013

Thomas N. Ciantra

Cohen Weiss and Simon LLP
330 West 42nd Street

New York, NY 10036-6979

Re: In re City of Detroit
Dear Mr. Ciantra:

I write in response to your October 15 letter. As I mentioned in my email to
you Thursday morning, October 17, 2013, since receiving your letter we are making
every effort to carefully review the issues you raised and respond to them as quickly
as possible, As I noted, there were some issues that we could resolve immediately
but other items would require additional review and a more detailed response.
Below is an issue-by-issue response.

First, with respect to the March 12 document you reference in the fourth
paragraph of your letter, that document was actually produced in redacted form,
along with unredacted copies of the attachments (SOM40003136-3154). The
document was not withheld. More broadly, we disagree with your interpretation of
the Common Interest Agreement and application of the common interest doctrine.
The recognition of a common interest as existing “on or around the appointment of
the Emergency Manager” plainly extends to a communieation occurring in
connection with, and only a few days prior to, the appointment. Therefore, we
cannot agree to your categorical request that the State withdraw its assertion of
privilege pursuant to the common interest doctrine as to all documents before
March 15, 2013. Additionally, even without the Common Interest Agreement, the
redacted portions of the March 12 document are protected attorney-client
communications,.

Second, as I noted in my earlier email to you, [ believe the issue you raise
concerning documents identifying emergency manager candidates has now been
resolved with the October 8, 2013 Protective Order.
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Thomas N. Ciantra
Page 2
October 18, 2013

Third, we will be providing you a revised privilege log that includes bates
number references for all documents that were produced in redacted form on the
basis of privilege. But, as previously noted, the only documents that were withheld
on the basis of executive privilege were Resumes or similar documents which by
their very nature and purpose identified the respective candidate. This is what I
explained in a telephone conversation with your co-counsel, Mr. Wertheimer, which
he indicated was acceptable to him and the UAW. My confirming email to Mr.
Wertheimer is attached. Nevertheless, to simplify matters and avoid any
unnecessary dispute, we will identify each document previously withheld on this
basis and produce them in redacted form.

Fourth, although we disagree with your characterization of the descriptions
in our privilege log, we will revise the entries to include additional detail concerning
the nature of the issues underlying the attorney-client communications (your
Exhibit D reference.) Additionally, we concur in your criticism of the privilege log
for the State’s Second Production of Documents and are revising it to conform with
the requested information.

Finally, we are unable to identify any issue with the documents listed on your
Exhibit E. The entries on your Exhibit E do not correspond to any entries on our
privilege log. Can you identify the specific document on the log and we will examine
them and respond.

I expect to provide you with our revised privilege logs by the end of the day
Monday, and will follow up with a supplemental production of any additional
documents on Tuesday at the latest. However, we cannot agree to submit all the
documents as to which the State asserts privilege for in camera inspection absent a
court order.

After you have reviewed the forthcoming revised privilege logs, if you have
any questions as to specific documents, please call me to discuss them in more
detail. I am committed to avoiding unnecessary disputes and welcome the
opportunity to reach a reasonable resolution of any issues.

Very truly yours,

Margaret A, Nelson
Complex Litigation Manager
MAN:hlg
Attachment
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Subject: FW: Redactions to documents related to Emergency Manager Candidates

From: Nelson, Margaret (AG)

Sent: Friday, October 11, 2013 3:00 PM
To: 'billwertheimer@gmail.com® (billwertheimer@amail.com)

Ce: Schneider, Matthew (AG); Gadola, Michael {GOV); Brader, Valerie (GOV); Peter H. Ellsworth (PEllsworth@dickinson-

wright.com); Steven G. Howell (SHowell@®dickinson-wright.com); Donnally, Mark {AG)
Subiject: Redactions to documents related to Emergency Manager Candidates

We spoke again this afternoon by telephone regarding the redactions to the State’s document production related to the
Emergency Manager candidates. | reiterated my earlier email response of October 8 @ 9:00 a.m. that indicated anly the
candidate’s name and personal information was redacted from emails, but that the redacted email document was
produced. | also indicated that Resumes for these candidates were redacted to eliminate names, and identifying
infarmation, but those redacted Resumes were also produced, You indicated that was acceptable to you and to the
UAW,

Margaret A, Melson
Assistant Attorney Genera/
(517) 335-0825
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From: Baird, Richard (GOV)

Sent: Tuesday, March 12, 2013 8:54 PM

To: ‘Kevyn O

Subject: FW: Draft Contracts--final draft

Attachments: Emergency Financial Manager Contract, 3-14-13.docx; Emergency Manager Contract,
3-28-13.docx

importance: High

Kevyn:

It would be our hope that we couid execute these contracts Thursday after the ELB appointment should it be confirmed.

Rich

_ SOM40003136
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Yes. 1 just wondered if we might save ourselves an issue with the City and some of our “friends” there if we volunteered
10 pick up the expenses too, but it might be argued that the appropriation in PA 436 doesn’t cover expenses. 'm QK
with teaving as is but just thought | would raise it. ‘

Mike

SOM4C003137
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89 (Rev. 02.11)

STATE oF MICHIGAN
GOVERNOR LANSING STATE TREASURER

CONTRACT FOR EMERGENCY FINANCIAL MANAGER SERVICES

The Local Emergency Financial Assistance Loan Board (the Board) retains and appoints
as the Emergency Financial Manager (Emergency Financial Manager) for the
City of Detroit (City) under Public Act 72 of 1990, the Local Government Fiscal Responsibility
Act, MCL 141.1201 ef seg, {the Act).

The Emergency Financial Manager will provide services to the City pursuant to the terms
and conditions set forth in this Contract and the Act.

The Emergency Financial Manager's role is to remedy the financial distress of the City by
requiring, within available resources, prudent fiscal management and an efficient provision of
municipal services by exercising the necessary authority conferred herein to take appropriate ac-
tion on behalf of the City and its residents. In accepting this appointment, the Emergency Finan-
cial Manager agrees to leverage all the Emergency Financial Manager's skills and abilities to
accomplish these objectives an behalf of City residents.

1. PARTIES, PURPOSE, DUTIES, AND REPORTS

1.1 Parties. The parties to this Contract are the Board and

1.2 Purpose. The parties to this Contract agree that will act as the
Emergency Financial Manager for the City. The Emergency Financial Manager's duties and re-
sponsibilities are delineated in the Act and include conducting all aspects of the operations of the
City and establishing and implementing a written financial plan as required by Section 20 of the
Act,

1.3 Duties. The Emergency Financial Manager shall possess all the powers and duties au-
thorized under the Act, including those specifically related to local governments. In addition, the
Emergency Financial Manager shall work cooperatively with the Office of the Governor and the State
Treasurer. The Emergency Financial Manager agrees to continue to keep these officials informed of
major initiatives to be undertaken in furtherance of this Contract before their public announcement.
The Emergency Financial Manager shall seek the approval of the State Treasurer before entering into
a new collective bargaining agreement.

1.4 Reports. The Emergency Financial Manager shall file quarterly reports with the De-
partment of Treasury beginning on July 15, 2013, for the immediately preceding quarter and shal
file the first report required by Section 21a of the Act within six months of the Emergency Finan-
clal Manager’s appointment and every six months thereafier,

SOMA4000313¢
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1.5 Communications. The Emergency Financial Manager shall establish and maintain an ap-
propriate protocol for ongoing communications with officials of the City, City residents, and the
media. The communications protocol should include a variety of means, including personal inter-
actions,

2. TERM OF CONTRACT

2.1 The Emergency Financial Manager serves at the pleasure of the Board as provided in
Section 18 ofthe Act.

2.2 Effective Date. This contract is effective on Monday March 25, 2013 and shall termi-
nate at midnight on Wednesday March 27, 2013,

2.3 Oath of Office. Before exercising the duties of office, the Emergency Financial Man-
ager shall take and subscribe an oath of office administered by an official authorized to administer
oaths under the laws of Michigan and file such oath with the Office of the Great Seal.

3. COMPENSATION FOR SERVICES PROVIDED

3.1 Source of Payment. The City shall pay the compensation of the Emergency Financial
Manager for all services rendered under this Contract,

3.2 Salary. The Emergency Financial Manager's salary for services rendered under this
Contract shall be $275,000 per year. If this Contract is terminated after the Emergency Financial
Manager has provided services for a portion of a month, the Emergency Financial Manager shall
be entitled, for that portion of that month, to $22,916.67 multiplied by the proportion that the
number of days of the month for which services were provided bears to the number of days of
the whole month. The Emergency Financial Manager shall not receive or accept any compensa-
tion from the City except as provided for in this contract.

3.3 Payment for Services. The Emergency Financial Manager shall be paid in instaliments
consistent with the established written policies and procedures of the Michigan Department of
Treasury. If requested by the State Treasurer, the Emergency Financial Manager shall provide to
the Michigan Department of Treasury additional information regarding services performed pur-
suant to this Contract.

3.4 Reimbursement for Actual and Necessary Expenses. The actual and necessary expenses
of the Emergency Financial Manager, including customary expenses related to travel, meals, and
lodging which are incurred in connection with service to the City will be reimbursed by the City.
The Emergency Financial Manager shali provide original copies of ali receipts for meals, lodging,
and travel reimbursement with any request for reimbursement. Any reimbursement for expenses
under this contract shall be reviewed and approved in writing by the City’s Chief Financial Officer.

4. ADDITIONAL STAFF AND CONSULTANT FEES

4.1 Staff The Emergency Financial Manager may, as provided in the Act, appoint addi-

S0OM40003140
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tional staff as necessary to fulfill the obligations of the Emergency Financial Manager’s appoint-
ment and duties under this Contract. Payment of compensation for additional staff will be the
obligation of the City. While authority to hire additional staff rests with the Emergency Financial
Manager, the Emergency Financial Manager agrees to consult with the State Treasurer, or the de-
signee of the State Treasurer, at least 24 hours before extending offers of employment for posi-
tions paying $50,000.00, or more, annually. The Emergency Financial Manager shall issue a written
employment contract to each individual hired pursuant to this Section, regardless of the compen-
sation paid to that individual. The employment contract issued pursuant to this Section shall, as of
the date the individual is hired by the Emergency Financial Manager, prohibit the individual from
engaging in any other employment for remuneration without the express written approval of the
Emergency Financial Manager. The Emergency Financial Manager agrees to consult with the State
Treasurer, or the designee of the State Treasurer, at least 24 hours before approving outside em-
ployment for any individual. A breach of this Section shall be a material breach of this Contract.

4.2 Professional Assistance The Emergency Financial Manager may, as provided in the
Act, secure professional assistance as necessary to fulfill the obligations of the Emergency Finan-
cial Manager’s appointment and duties under this Contract. Payment of compensation for addi-
tional professional assistance will be the obligation of the City. The Emergency Financial Manager
agrees to consult with the State Treasurer, or the designee of the State Treasurer, at least 24
hours before authorizing professional services contracts of $50,000.00, or more, per engagement
or project.

4.3 Security. The Emergency Financial Manager will be entitled to receive security pro-
tection in connection with the Emergency Financial Manager’s duties under this Contract. Securi-
ty personnel will be retained only upon the approval of the State Treasurer, or the designee of the
State Treasurer, and only after consultation with the Director of the Michigan Department of State
Police, or the designee of the Director of the Michigan Department of State Police. Payment of
compensation for security personnel will be the obligation of the City.

5. REPRESENTATIONS

5.1 Qualifications. By signing this Contract, the Emergency Financial Manager, represents
that the Emergency Financial Manager meets the minimum qualifications for appointment set
forth in the Act. The Emergency Financial Manager shall perform the duties of that office on a
full-time basis and shall not accept any other employment or engage in any other activity for re-
muneration without the express written approval of the State Treasurer.

5.2 Conflict of Interest. The Emergency Financial Manager represents and warrants that the
Emergency Financial Manager has no personal or financial interest, and wiil not acquire any such
interest, that would conflict in any manner or degree with the performance of this Contract.

5.3 Non-competition. The Emergency Financial Manager represents and warrants that the
Emergency Financial Manager is not subject to any non-disclosure, non-competition, or similar
clause with current or prior clients or employers that will interfere with the performance of this
Contract. The Board will not be subject to any liability for any such claim.

S50M40003141
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5.4 Facilities and Personnel. The City will provide the Emergency Financial Manager with
proper facilities and personnel to perform the services and work required to be performed pursu-
ant to this Contract.

5.5 Records. The Emergency Financial Manager shall maintain complete records in accord-
ance with generally accepted accounting practices and sound business practices, This require-
ment applies to all information maintained or stored in the computer system of the Emergency
Financial Manager or computer system of the City. The State Treasurer and his designees shall
have the right to inspect all records related to this Contract.

5.6 Non-Discrimination.

a) The Emergency Financial Manager shall comply with Public Act 220 of 1976, the Per-
sons with Disabilities Civil Rights Act, MCL 37.1101 ef seq., and all applicable federal, State, and
local fair employment practices and equal opportunity taws. The Emergency Financial Manager
covenants that the Emergency Financial Manager will not discriminate against any employee or
applicant for employment with respect to hire, tenure, terms, conditions, or privileges of employ-
ment, or a matter directly or indirectly related to employment, because of a disability that is unre-
lated to the individual's ability to perform the duties of a particular job or position. The Emergency
Financial Manager shall impose this covenant upon every subcontractor that enters into an agree-
ment for the performance of any obligation imposed by this Contract. A breach of this covenant
shall be a material breach of this Contract.

b) The Emergency Financial Manager shall comply with Public Act 453 of 1976, the El-
Hott-Larsen Civil Rights Act, MCL 37.2101 e seq.. and all applicable federal, State, and local
fair employment practices and equal opportunity laws. The Emergency Financial Manager cove-
nants that the Emergency Financial Manager will not discriminate against an employee or appli-
cant for employment with respect to hire, tenure, terms, conditions, or privileges of employment,
or a matter directly or indirectly related to employment, because of race, color, religion, national
origin, age, sex, height, weight, or marital status. The Emergency Financial Manager shail impose
this covenant upon every subcontractor that enters into an agreement for the performance of any
obligation imposed by this Contract. A breach of this covenant shall be a material breach of this
Contract.

5.7 Unfair Labor Practices. The Emergency Financial Manager shall not enter into a con-
tract for the performance of any obligation imposed by this Contract with a subcontractor, manu-
facturer, or supplier whose name appears in the register prepared pursuant to Public Act 278 of
1980, MCL 423.322, of emplovers found in contempt of court for failure to correct unfair labor
practices. The State may void this Contract if the Emergency Financial Manager, or any subcon-
tractor, manufacturer, or supplier of the Emergency Financial Manager that is a party to a confract
for the performance of any obligation imposed by this Contract, appears in the above mentioned
register,

5.8 Independent Contractor. The relationship of the Emergency Financial Manager to the
Board and to the City under this Contract is that of an independent contractor. Except as specifi-
cally provided in the Act, no liability, benefits, workers compensation rights or liabilities, insur-

S0OM40003142
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ance rights or liabilities, or any other rights or liabilities arising out of, or related to, a contract for
hire, nor employer-employee relationship, shall arise, accrue, or be implied to either party under
this Contract or to an agent, subcontractor, or employee of either party under this Contract, as a
result of the performance of this Contract.

6. NOTICES

6.1 The State Treasurer is the designee of this Board for this Contract uniess notice of
another designation is provided by the Board. All notices, correspondence, requests, inquiries,
billing statements, and other documents mentioned in this Contract shall be directed to the atten-
tion of the State Treasurer, Andy Dillon, and to the following:

For the Board:

Michigan Department of Treasury

Office of Legal Affairs

Richard H. Austin Building, 430 West Allegan Street
Lansing, Michigan 48922

Phone: (517) 373-3223

For the Emergency Financial Manager:

M4

7. LIMITATION UPON LIABILITY

liabie for any obligation of or claim against the City resulting from actions taken in accordance
with the Act or this Contract,

7.2 The Emergency Financial Manager, Pursuant to the Act, in performing this Contract
the Emergency Financial Manager is engaging in a governmental function and is immune from
liability for any action taken which the Emergency Financial Manager reasonably believes to be
within the scope of the Emergency Financial Manager’s authority granted by the Act or by this
Contract.

8. INSURANCE

8.1 General. The Emergency Financial Manager may procure and maintain, at the expense
of the City, health, worker's compensation, general liability, professional liability, and motor ve-
hicle insurance for the Emergency Financial Manager and any employee, agent, appointee, or
contractor of the Emergency Financial Manager as may be provided to elected officials, appointed
officials, or employees of the City. The insurance procured and maintained by the Emergency
Financial Manager may extend to any claim, demand, or lawsuit asserted or costs recovered against
the Emergency Financial Manager and any employee, agent, appointee, or contractor of the

S0M40003143
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Emergency Financial Manager to the extent permitted by the Act,

8.2 Post-Contract. If, afier the date that the service of the Emergency Financial Manager
is concluded, the Emergency Financial Manager or any employee, agent, appointee, or contractor
of the Emergency Manager is subject to a claim, demand, or lawsuit arising from an action taken
during the service of the Emergency Financial Manager, and not covered by a procured insurance
policy, litigation expenses, including but not limited to attorney fees, payments in satisfaction of
judgments, and payments made in settlement as specified pursuant to the Act, shall be paid by
the City. If such expenses are not paid by the City, they shall be treated as a debt owed to this
State pursuant to section 17a{5) of Public Act 140 of 1971, the Glenn Steil State Revenue Shar-
ing Act of 1971, MCL 141.917a.

8.3 Additional Insurance. If the City has purchased, or otherwise obtained, an errors and

omissions policy, then the Emergency Financial Manager may choose to be covered under such
policy at the expense of the City.

8.4 Payment by City. All insurance required under this Contract shall be acquired at the
expense of the City under valid and enforceable policies, issued by insurers of recognized respon-
sibility. The Board reserves the right to reject as unacceptable any insurer.

9. TERMINATION OF CONTRACT AND APPOINTMENT

9.1 Termination by the Board.

a) The Board. The Emergency Financial Manager serves at the pleasure of the Board which
has the power to rescind the appointment and terminate this Contract at any time, and without
cause, by issuing a Notice of Termination to the Emergency Financital Manager.

9.2 Termination Process. Upon receipt of a Notice of Termination, and except as other-
wise directed by the Board, the Emergency Financial Manager shall:

ay Cease work under this Contract upon the date and to the extent specified in the Notice
of Termmation;

b) Incur no costs beyond the date specified by the Notice of Termination,

¢} Submit to the State Treasurer on the date the termination is effective all records, reports
and documents as this State shall specify and carry out such directives as the State Treasurer may
issue concerning the safeguarding and disposition of files and property; and

d) Submit within 30 calendar days a closing memorandum and final billing, which shall
be paid within 30 days.

9.3 Termination by Emergency Financial Manager. The Emergency Financial Manager
may terminate this Contract at any time, with or without cause, with 30 days written notice to the
State Treasurer. Within 30 days of the Emergency Financial Manager’s final day of service, the

SOM40003144
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Emergency Financial Manager shall submit a closing memorandum and final billing, which shall
be paid within 30 calendar days.

10. GENERAL PROVISIONS

10.1 Governing Law and Jurisdiction, This Contract shall be subject to, and construed ac-
cording to, the laws of the State of Michigan, and no action shall be commenced against this State,
its agents, or employees for any matter whatsoever arising out of this Contract, in any court other
than a Michigan State court.

10.2 No_Waiver. A party's failure to insist on the strict performance of this Contract shall
not constitute waiver of any breach of the Contract.

103 Other Debts. The Emergency Financial Manager represents and warrants that the Emer-
gency Financial Manager is not, and will not become, in arrears on any contract, debt, or other ob-
ligation to the State of Michigan, including taxes.

10.4 Invalidity. If any provision of this Contract or its application to any persons or cir-
cumstances shall, 1o any extent, be determined by a court of competent jurisdiction to be invalid
or unenforeeable, the remainder of this Contract shall not be affected, and each remaining provi-
sion of this Contract shall be valid and enforceable to the fuilest extent permitted by law.

10.5 Headings. Section headings contained in this Contract are for convenience only and
shall not be used to interpret the scope or intent of this Contract.

10.6 LEntire Agreement. This Contract represents the entire and exclusive agreement be-
tween the parties and supersedes all proposals or other prior agreements, oral or written, and all
other communications between the parties.

16.7 Amendment. No Contract amendment will be effective and binding upon the parties
to this Contract unless the amendment expressiy makes reference to this Contract, is in writing,
and is signed by duly authorized representatives of all parties and all the requisite State approvals
are obtained.

10.8 Order of Priority. This Contract and the Act shall be read to be consistent one with the
other. However, if a conflict is deemed to exist between the terms of this Contract and the Act, the
Act shall supersede the terms of this Contract.

10.9 Counterparts. This Contract may be executed in separate counterparts, each of which

when executed shall be deemed. an original, but ail of which when taken together shall constitute
one and the same Contract.

SOM40003145
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IN WITNESS WHEREQF, the members of the Board, or their designees, and the Emergency
Financial Manager have signed and executed this Contract.

LOCAL EMERGENCY FINANCIAL ASSISTANCE
LOAN BOARD

By
Andy Dillon, State Treasurer

By,
John E. Nixon, Director
Department of Technology, Management and Budget

By
Steve Arwood, Director
Department of Licensing and Regulatory Affairs

, Emergency Financial Manager

Dated;

SOMA40003146
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B9 (Rev. G2-11)

STATE OF MICHIGAN
RIGK SNYDER DEPARTMENT OF TREASURY ANDY DHLLON
GOVERNGR LANSING STATE TREASURER

CONTRACT FOR EMERGENCY MANAGER SERVICES

Rick Snyder, Governor of the State of Michigan (Governor} and the Michigan Depart-
ment of Treasury retain and appoint as the Emergency Manager (Emergency
Manager) for the City of Detroit (City) under Public Act 436 of 2012, the Local Financial Stabil-
ity and Choice Act, MCL 141.1541 e/ seq, (the Act).

The Emergency Manager will provide services to the City pursuant to the terms and condi-
tions set forth in this Contract and the Act.

The Emergency Manager's role is to remedy the financial distress of the City by requir-
ing, within available resources, prudent fiscal management and an efficient provision of munici-
pal services by exercising the necessary authority conferred herein to take appropriate action on
behalf of the City and its residents. In accepting this appointment, the Emergency Manager
agrees to leverage all the Emergency Manager's skills and abilities to accomplish these objec-
tives on behalf of City residents.

1. PARTIES, PURPOSE, DUTIES, AND REPORTS

1.1 Parties. The parties to this Contract are the State of Michigan by the Department of
Treasury and

1.2 Purpose. The parties to this Contract agree that will act as the
Emergency Manager for the City. The Emergency Manager's duties and responsibilities are de-
lineated in the Act and include conducting all aspects of the operations of the City and establish-
ing and implementing a written financial plan as required by Section 11 of the Act.

1.3 Duties. The Emergency Manager shall possess all the powers and duties authorized un-
der the Act, including those specifically related to local governments. In addition, the Emergency
Manager shall work cooperatively with the Office of the Governor and the State Treasurer. The Emer-
gency Manager agrees to continue to keep these officials informed of major initiatives to be under-
taken in furtherance of this Coniract before their public announcement. The Emergency Manager
shall seek the approval of the State Treasurer before entering into a new collective bargaining agree-
ment.

1.4 Reports. The Emergency Manager shall file quarterly reports with the Department of
Treasury beginning on July 15, 2013, for the immediately preceding quarter and shall file the first
report required by Section 17 of the Act within six months of the Emergency Manager’s ap-
pointment and every six months thereafter,

80M40003147
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1.5 Communications. The Emergency Manager shall establish and maintain an appropriate
protocol for ongoing communications with officials of the City, City residents, and the media. The
communications protocol should include a variety of means, including personal interactions.

2. TERM OF CONTRACT

2.1 The Emergency Manager serves at the pleasure of the Governor except as provided in
Section 9(3)(d) and Section 0)¢) of the Act,

2.2 Effective Date. This contract is effective on Thursday March 28, 2013,
3. COMPENSATION FOR SERVICES PROVIDED

3.1 Source of Payment. The State shali pay the compensation of the Emergency Manager for
all services rendered under this Contract.

3.2 Salary. The Emergency Manager's salary for services rendered under this Contract shall
be $275,000 per vear. If this Contract is terminated after the Emergency Manager has provided
services for a portion of a month, the Emergency Manager shall be entitled, for that portion of that
month, 1o $22,916.67 multiphied by the proportion that the number of days of the month for
which services were provided bears to the number of days of the whole month. The Emergency
Manager shall not receive or accept any compensation from the City or the State except as provid-
ed for in this contract.

3.3 Payment for Services. The Emergency Manager shail be paid in installments con-
sistent with the established written policies and procedures of the Michigan Department of
Treasury. If requested by the State Treasurer, the Emergency Manager shall provide to the Mich-
igan Department of Treasury additional information regarding services performed pursuant to
this Contract.

3.4 Reimbursement for Actual and Necessary Expenses. The actual and necessary expenses
of the Emergency Manager, including customary expenses related to travel, meals, and lodging
which are incurred in connection with service to the City will be reimbursed by the City. The
Emergency Manager shall provide original copies of all receipts for meals, lodging, and travel
reimbursement with any request for reimbursement. Any reimbursement for expenses under this
comiract shall be reviewed and approved in writing by the City’s Chief Financial Officer.

4. ADDITIONAL STAFF AND CONSULTANT FEES

4.1 Staff. The Emergency Manager may, as provided in the Act, appoint additional staff as
necessary to fulfill the obligations of the Emergency Manager’s appointment and duties under
this Contract. Payment of compensation for additional staff will be the obligation of the City.
While authority to hire additional staff rests with the Emergency Manager, the Emergency Manager
agrees to consult with the State Treasurer, or the designee of the State Treasurer, at least 24 hours
before extending offers of employment for positions paying $56,000.00, or more, annually, The
Emergency Manager shall issue a written employment contract to each individual hired pursuant

SOM40003148
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to this Section, regardless of the compensation paid to that individual. The employment contract
issued pursuant to this Section shall, as of the date the individual is hired by the Emergency Man-
ager, prohibit the individual from engaging in any other employment for remuneration without
the express written approval of the Emergency Manager. The Emergency Manager agrees to con-
sult with the State Treasurer, or the designee of the State Treasurer, at least 24 hours before ap-
proving outside employment for any individual. A breach of this Section shall be a material
breach of this Contract.

4.2 Professional Assistance. The Emergency Manager may, as provided in the Act, secure
professional assistance as necessary to fulfill the obligations of the Emergency Manager’s ap-
pointment and duties under this Contract. Payment of compensation for additional professional
assistance will be the obligation of the City. The Emergency Manager agrees to consuit with the
State Treasurer, or the designee of the State Treasurer, at least 24 hours before authonizing pro-
fessional services contracts of $50,000.00, or more, per engagement or project.

4.3 Security. The Emergency Manager will be entitled to receive security protection in
connection with the Emergency Manager’s duties under this Contract. Security personnel will be
retained only upon the approval of the State Treasurer, or the designee of the State Treasurer, and
only after consuitation with the Director of the Michigan Department of State Police, or the de-
signee of the Director of the Michigan Department of State Police. Payment of compensation for
security personnel will be the obligation of the City.

5. REPRESENTATIONS

5.1 Qualifications. By signing this Contract, the Emergency Manager, represents that the
Emergency Manager meets the minimum qualifications for appointment set forth in the Act. The
Emergency Manager shall perform the duties of that office on a full-time basis and shall not ac-
cept any other employment or engage in any other activity for remuneration without the express
written approval of the State Treasurer.

5.2 Conflict of Interest. The Emergency Manager represents and warrants that the Emergen-
cy Manager has no personal or financial interest, and will not acquire any such interest, that
would conflict in any manner or degree with the performance of this Contract.

5.3 Non-competition. The Emergency Manager represents and warrants that the Emergen-
cy Manager is not subject to any non-disclosure, non-competition, or similar clause with current or
prior clients or employers that will interfere with the performance of this Contract. The State will
not be subject to any Hability for any such claim.

5.4 Facilities and Personnel. The City will provide the Emergency Manager with proper fa-
cilities and personnel to perform the services and work required to be performed pursuant to this
Contract.

$.5 Records. The Emergency Manager shall maintain complete records in accordance with
generally accepted accounting practices and sound business practices. This requirement applies
to all information maintained or stored in the computer system of the Emergency Manager or com-
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puter system of the City. The State Treasurer and his designees shall have the right to inspect all
records related fo this Contract.

3.6 Non-Discrimination.

a) The Emergency Manager shall comply with Public Act 220 of 1976, the Persons with
Disabilities Civil Rights Act, MCL 37,1101 ef seq., and ali applicable federal, State, and local fair
employment practices and equal opportunity laws. The Emergency Manager covenants that the
Emergency Manager will not discriminate against any employee or applicant for employment with
respect to hire, tenure, terms, conditions, or privileges of employment, or a matter directly or in-
directly related to employment, because of a disability that is unrelated to the individual's ability
to perform the duties of a particular job or position. The Emergency Manager shall impose this
covenant upon every subcontractor that enters into an agreement for the performance of any ob-
ligation imposed by this Contract. A breach of this covenant shall be a material breach of this
Contract.

b) The Emergency Manager shall comply with Public Act 453 of 1976, the Elliott-Larsen
Civil Rights Act, MCL 37.2101 ¢f seq., and all applicable federal, State, and local fair employ-
ment practices and equal opportunity laws. The Emergency Manager covenants that the Emer-
gency Manager will not discriminate against an employee or applicant for employment with
respect to hire, tenure, terms, conditions, or privileges of employment, or a matter directly or in-
directly related to employment, because of race, color, religion, national origin, age, sex, height,
weight, or marital status. The Emergency Manager shall impose this covenant upon every subcon-
tractor that enters into an agreement for the performance of any obligation imposed by this Con-
tract. A breach of this covenant shall be a material breach of this Contract.

5.7 Unfair Labor Practices. The Emergency Manager shall not enter into a contract for the
performance of any obligation imposed by this Contract with a subcontractor, manufacturer, or
supplier whose name appears in the register prepared pursuant to Public Act 278 of 1980, MCL
423322, of employers found in contempt of court for failure fo correct unfair labor practices.
The State may void this Contract if the Emergency Manager, or any subcontractor, manufacturer,
or supplier of the Emergency Manager that is a party to a contract for the performance of any obli-
gation imposed by this Contract, appears in the above mentioned register.

5.8 Independent Contractor. The relationship of the Emergency Manager to the State and
to the City under this Contract is that of an independent contractor. Except as specifically pro-
vided in the Act, no lability, benefits, workers compensation rights or habilities, insurance rights
or liabilities, or any other rights or liabilities arising out of, or related to, a contract for hire, nor em-
ployer-employee relationship, shall arise, accrue, or be implied to either party under this Contract
or 10 an agent, subcontractor, or employee of either party under this Contract, as a result of the
performance of this Contract.

6. NOTICES

0.1 The State Treasurer is the designee for this Contract unless notice of another designa-
tion is provided by the Governor. All notices, correspondence, requests, inquiries, billing state-
ments, and other documents mentioned in this Contract shall be directed to the attention of the
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State Treasurer, Andy Dillon, and to the following:
For the State:

Michigan Department of Treasury

Office of Legal Affairs

Richard H. Austin Building, 430 West Allegan Street
Lansing, Michigan 48922

Phone: {517) 373-3223

For the Emergency Manager:

MI 4

7. LIMITATION UPON LIABILITY

7.1 The State. The State, the Treasurer, and all other State officials are not hable for any
obligation of or claim against the City resulting from actions taken in accordance with the Act or
this Contract.

7.2 The Emergency Manager. Pursuant to the Act, in performing this Contract the Emer-
gency Manager is engaging in a governmental function and is immune from lability for any ac-
tion taken which the Emergency Manager reasonably believes to be within the scope of the
Emergency Manager’s authority granted by the Act or by this Contract.

8. INSURANCE

8.1 General. The Emergency Manager may procure and maintain, at the expense of the
City, health, worker's compensation, general liability, professional liability, and motor vehicle
insurance for the Emergency Manager and any employee, agent, appointee, or contractor of the
Emergency Manager as may be provided to elected officials, appointed officials, or employees of
the City. The insurance procured and maintained by the Emergency Manager may extend to any
claim, demand, or lawsuit asserted or costs recovered against the Emergency Manager and any em-
ployee, agent, appointee, or contractor of the Emergency Manager to the extent permitted by the
Act.

8.2 Post-Contract. If, after the date that the service of the Emergency Manager is con-
cluded, the Emergency Manager or any employee, agent, appointee, or contractor of the Emer-
gency Manager is subject to a claim, demand, or lawsuit arising from an action taken during the
service of the Emergency Manager, and not covered by a procured insurance policy, litigation
expenses, including but not limited to attorney fees, payments in satisfaction of judgments, and
payments made in settlement as specified pursuant to the Act, shall be paid by the City. If such
expenses are not paid by the City, they shall be treated as a debt owed to this State pursuant to
section 17a(5) of Public Act 140 of 1971, the Glenn Steil State Revenue Sharing Act of 1971,
MCL 14191 7a,
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8.3 Additional Insurance. If the City has purchased, or otherwise obtained, an errors and
omissions policy, then the Emergency Manager may choose to be covered under such policy at
the expense of the City.

8.4 Payment by City. All insurance required under this Contract shall be acquired at the
expense of the City under valid and enforceable policies, issued by insurers of recognized respon-
sibility. The State Treasurer reserves the right to reject as unacceptable any insurer.

9. TERMINATION OF CONTRACT AND APPOINTMENT

9 1 Termipation by the State.

a) The State. The Emergency Manager serves at the pleasure of the Governor except as
provided in Section 9(3)(d) and Section 9(6)(c) of the Act. The Governor has the power to re-
scind the appointment and terminate this Contract at any time, and without cause, by issuing a
Natice of Termination to the Emergency Manager.

9.2 Termination Process. Upon receipt of a Notice of Termination, and except as other-
wise directed, the Emergency Manager shall:

a) Cease work under this Contract upon the date and to the extent specified in the Notice
of Termination;

b) Incur no costs beyond the date specified by the Notice of Termination;

¢) Submit to the State Treasurer on the date the termination is effective all records, reports
and documents as this State shall specify and carry out such directives as the State Treasurer may
issue concerning the safeguarding and disposition of files and property, and

d} Submit within 30 calendar days a closing memorandum and final billing, which shall
be paid within 30 days.

9.3 Termination by Emergency Manager. The Emergency Manager may terminate this
Contract at any time, with or without cause, with 30 days written notice to the State Treasurer.
Within 30 days of the Emergency Manager’s final day of service, the Emergency Manager shall
submit a closing memorandum and final billing, which shall be paid within 30 calendar days.

10, GENERAL PROVISIONS

10.1 Governing Law and Jurisdiction. This Contract shall be subject to, and construed ac-
cording to, the laws of the State of Michigan, and no action shall be commenced against this State,
its agents, or employees for any matter whatsoever arising out of this Contract, in any court other
than a Michigan State court.

10.2 No Waiver. A party's failure to insist on the strict performance of this Contract shall
not constitute waiver of any breach of the Contract.
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10.3 Other Debts. The Emergency Manager represents and warrants that the Emergency
Manager is not, and will not become, in arrears on any contract, debt, or other obligation to the
State of Michigan, including taxes.

10.4 Invalidity. If any provision of this Contract or its application to any persons or ¢ir-
cumstances shall, to any extent, be determined by a court of competent jurisdiction to be invalid
or unenforceable, the remainder of this Contract shall not be affected, and each remaining provi-
sion of this Contract shall be valid and enforceable to the fullest extent permitted by faw.

10.5 Headings. Section headings contained in this Contract are for convenience only and
shall not be used to interpret the scope or intent of this Contract.

10.6 Entire Agreement. This Contract represents the entire and exclusive agreement be-
tween the parties and supersedes all proposals or other prior agreements, oral or written, and all
other communications between the parties.

10.7 Amendment. No Contract amendment will be effective and binding upon the parties
1o this Contract unless the amendment expressly makes reference to this Contract, is in writing,
and is signed by duly authorized representatives of all parties and all the requisite State approvals
are obtained.

10.8 Order of Priority. This Contract and the Act shall be read to be consistent one with the
other. However, if a conflict is deemed to exist between the terms of this Contract and the Act, the
Act shall supersede the terms of this Contract.

10.9 Counterparts. This Contract may be executed in separate counterparts, each of which
when executed shall be deemed an original, but all of which when taken together shall constitute
one and the same Contract.
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IN WITNESS WHEREOF, the Governor and the Emergency Manager have signed and executed
this Contract,

STATE OF MICHIGAN

Dated:

Rick Snyder, Governor

Dated:

, Emergency Manager

Approved as to form and content pursuant to Section 9(3)(e) of Public Act 436 of 2012, the Local
Financial Stability and Choice Act, MCI, 1411541 ef seq.

Dated:

Andy Dillon, State treasurer
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In Re: City of Detroit, Debtor

Governor Richard D. Snyder
October 9, 2013
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Kalamazoo, MI 49007
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In Re: City of Detroit, Debtor

Governor Richard D. Snyder

October 9, 2013
Page 1 Page 3
1 UNITED STATES BANKRUPTCY COURT 1 APPEARANCES, CONTINUING:
FOR THE EASTERM DISTRICT OF MICHIGAN
2 SOQUTHERN DIVISION -~ DETROIT 2 ¥OR THE STATE OF MICEIGAN:
3 In re Chapter 9 3 MICHIGRN DEPT. OF ATTORNEY GENERAL
Assistant Attornay General
4 C3ITY OF DETROIT, MICHIGAN, Case No. 13-53846 4 Solicitor Genexral Bureaw
7th Flooxr ¢. Mennen Williams Building
5 bDebtor, Hon. Steven W. Rhodes 5 525 West Ottawa Street
————————————————————————————————— P.0. Box 30212
6 VIDEOTAPED DEPOSITION OF 6 Is..?x_;sé%x 1bfn.échigan 48909
7 WITHNESS: GOVERNOR RICHARD D. SNYDER 7 nelsomg@m;chs,gan o
BY: MARGARET A. NELSON {B30342)
8 LOCATION: The Romney Building 8
111 8. Capitol Avenue MICHIGAN DEPT, OF ATTORNEY GENERAL
9 Lansing, Michigan ] Chief Legal Counasel
Executive Divigion
10 DaTE: Wednesday, October $, 2013 10 7th Fleoor G. Mennen Williams Building
8:38 a.m. 525 West Ottawa Street
i1 11 P.0. Box 30212
Lansing, Michigan 48%0%
12 APPEARANCES: 12 517,37 10
FOR PLAINTIFFS FLOWERS: schneiderm7Bmichigan. gov
13 13 BY: MATTHEW SCHNEIDER (P62150)
LAW OFFICE OF WILLIAM A. WERTHEIMER
14 306518 Timberbrook Lane 14 QFFICE OF THE GOVERNOR~LEGAL DIVISION
Bingham Farms, Michigan 48025 Gaorge W. Romney Building
15 248.644.9200 15 111 Bouth Capitoél Avenue
billwertheimerfgmail.com P.O. Box 30013
16 BY: WILLIAM A. WERTHEIMER (P26275) 16 Isa?g]’\s%? ,Slgéghigan 48909
17 FOR INTERNATIONAL UNICON, UAW: 17 gadolam@michigan,gov
BY: MICHAREL F. GADOLA {P43560)
18 COHEN, WEISS and SIMON, LLP 18
330 West 42nd Street DICKINSON WRIGHT, PLLC
i8 New Yoxk, New York 10036-6876 19 215 South Washington Square, Suite 200
212,563,4100 Lansin?, Michigan 48933-1816
20 pdechiarafowsny. com 20 517.48
BY: PETER . DeCHIARAR, ESQUIRE pellsworth@ch.ckinaonwright
21 21 BY: PETER H. ELLSWORTH (P2365’7)
FOR THE RETIREES COMMITTEE:
22 22
DENTONS US 1LLP
23 1221 Avenue of the Americas 23
Hew York, New York 10020-108%
24 212,768.6881 24
arthur. rueggerfdentons.com
25 BY: ARTHUR &, RUEGGER, ESQUIRE 25
Page 2 Page 4
1 APPEARANCES, CONTINUING: 1 APPEARANCES, CONTINUING:
2 FOR AFSCME, AMERICAN FEDERATION OF STATE, COUNTY and 2
3 MONICIPAL EMPLOYEES AFL-CIO: 3 FOR THE CITY OF DETROIT:
AFSCME GENERAL COUNSEL'S OFFICE JONES DAY
4 1101 17th Street, NW, Suite 900 4 51 Louisiana Avenue, NW
Washingten, D.C. 20636 Washington, D.C. 20001-21%3
5 202.775.5900 5 202.875.3539
mrtz@afscme.orgR gshumaker@jcnesday com
[ BY: MICHAEL L. TZ, ESQUIRE 6 BY: GREGORY M. SHUMARER, ESQUIRE
7 LOWENSTELIN SANDLER, LLP 7 VIDEO BY: Tim Reitman, Reitman Video Specialists
68 Livingston Avanue
8 Rogeland, New Jarsay 07068 £ REPORTED BY: Laurel A, Jacoby, CSR-505%, RPR
973.597.8374
9 slevine@iowenstein, com 9
BY: SHARON L. LEVINE,K ESQUIRE
10 10
11 FOR GENERAL RETIREMENT SYSTEM; CI¥Y Of DETRCIT POLICE AND 11
FIRE RETIREMENT SYSTEM:
12 12
CLARK HILL
i3 212 E. Grand River Avenue 13
Lansing, Michigan 48906
14 517.31 3066 14
sgallaghar@ clarkhill.com
185 BY: SEAN PATRICK GALLAGHER (P73108} 15
16 CLARK HILL i
. 500 Woodward Avenue, SuJ,te 3500
17 Detreoit, Michigan 4822 17
313.965.B274
18 jgreenfialarkhill . col 18
19 BY: JENNIFER K. GREEN (PE2019) 19
20 FOR THE FINANCIAL GUARANTY INSURANCE CORPCRATION: 20
WILLIAMS WILLIAMS RATINER &
21 FLUNKETT, PC 21
380 North 0ld Woodward Avenue
22 Suite 300 22
Birmingham Michigan 48009
23 228.642.0333 23
efjalvwwrplav. com
24 BY: EZRNEST J. ESSAD, JR. (P32572) 24
25 25
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In Re; City of Detroit, Debtor

Governor Richard D. Snyder

October 9, 2013
Page 5 Page 7
1 INDEX i EXHIBIT INDERX
2 WITNESS: GOVERNOR RICHARD D. SNYDER PAGE NO. 2
3 Examination by Ms. Levine 10 3 EXHIBIT NO. DESCRIRTION PAGE NO.
] Examination by Mr. DeChiara 51 4
5 Examination by Mr. Wertheimer 106 5 Exhibit 10 Juiy 18, 2013 email
6 6 Re: High Priority with attached
7 7 July 18, 2013 Letter
8 8 Re: Authorization to Commence
9 9 Chapter 9 Bankruptoy Proceeding
10 EXHIBIT INDBPESZX 10 {Bates Nos., DTMIO0116442~445) 153
13 11
12 EXHIBIT NO, DESCRIPTION PAGE NG, |12 Exhibit 11 oct. &, 2013 email
13 Exhibit 1 July 16, 2013 Letter 13 Subject: High Priority 159
14 Re: Recommendation Pursuant to 14 (Exhibit marked post deposition}
15 Section 18{1) of PA 435 51 |15
16 Exhibit 2 July 18, 2013 Letter 16
17 Re: Authorization te Commence 17
18 Chapter 9 Bankruptcy Proceeding 59 118 (Exthibits attached to transcript.)
19 Exnibit 3 City of Detroit Proposal for 1% - - -
20 Creditors, June 14, 2013 g0 120
21 Exhibit 4 Free Press article 21
22 "Michigan Attorney General 22
23 Bill Schuette files on behalf of 23
24 retirees in Detroit bankruptoy" 78 124
25 25
Page 6 Page 8
! EXHIBIT INDEX 1 Lansing, Michigan
2 2 October 9, 2013
3 EXHIBIT NO. DESCRIPTION PAGE NO. ~
3 838 am.
4 Exhibit § Jones Day Presentation to 4 ..
5 the City of Detroit on 5 MR. WERTHEIMER: William Wertheimer on
6 January 29, 2013 6 behalf of the Flowers Plaintiffs.
7 {(Bates Nos. DIMI00128731-8805) %6 | 9 1 would like to put on the record the fact
8 Exhibit 6 City of Detroit Chapter § 8 that the order that Judge Rhodes entered under which
9 Communications Rollout Flan 9 we're conducting this and the other State
10 (Bates No. SOMZ00001331) 126 |10  depositions provides at Paragraph 7 that the State
11 Exhibit 7 Juna 3-7, 2013 email chain 11 would complete its document production by October 5
12 Re: Financial & Operating Plan 12 provided the parties could mutually agree to extend
33 Power Point 13 that date,
14 (Bates No. SCM20001327-28) 126 114 That date has not been extended by
15 Exhibit 8 July 8, 2013 email 15 agreement. As late as last night at 10:15 -- T woke
16 Ra: Detroit 16 up this morning to find that the State had produced
17 (Bates No. SOM200003601) 141 |17 a fourth production that is not in compliance with
18 Exhibit 9 July 9, 2013 email 18 the order.
19 Re: Detroit 19 I want to make clear on the record that we
20 (Bates No. SOMZ00003657) 141 (20 may take the position that we may need to continue
21 21 the Governor and the other State's depositions after
25 22 we have reviewed those documents as we have not
523 23 looked at any of those documerits as of now.
24 24 MS. NELSON: This is Margaret Nelson on
55 25 behalf of the State,
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In Re: City of Detroit, Debtor

Governor Richard D. Snyder

October ¢, 2013
Page 9 Page 11
1 The fourth production of documents was made 1 through the appropriations process with the
2 under the State's continuing obligation to 2 legislature and the Governor.
3 supplement its discovery responses. So the fact 3 Q. My guestion was would you support an additional
4 that our production was completed by the fifth, 4 level of support?
5 pursuant o the court order, is irrelevant to the 5 A. Isaid I've been supportive of improved services for
6 fact that we have an ongoing duty to supplement, and | 6 citizens, not necessarily the repayment of debts.
i that was the purpose for the additional document 7 Q. That might have been responsive so [ don't mean to
8 production yesterday. 8 be argumentative, but the narrower question is would
9 MR. WERTHEIMER: I'l} leave further 3 you support an additional level of support for
10 argument for later. 10 Detroit in order to help deal with the so-called
11 VIDEO TECHNICIAN: Today's date -- hold on. |11 underfunding pension issue?
12 1 have to start over again. Give me a second. 12 MS. NELSON: Asked and answered. Go ahead.
13 (A pause was had in the proceedings.) 13 Go ahead.,
14 VIDEO TECHNICIAN: Today's date is 14 THE WITNESS: Oh. [view thatasa --
15 October 9th, 2013, and we're on the record at 15 that's a question that I couldn't answer because
16 8:42 a.m, 18 it's a hypothetical. It would depend on the entire
17 This is the video deposition of Governor 17 situation for the facts depending on the potential
18 Richard Snyder. We're at the Romney Office 18 plan of adjustment for the debts.
19 Building, 111 South Capitol Avenue in Lansing, 1g BY MS. LEVINE:
20 Michigan, 20 Q. Well, between March 28, 2013 and June 14, 2013, did
21 Could the reporter administer the oath fo 21 you have discussions with Kevyn Orr about a business
22 the Governor, please, 22 plan or a restructuring plan or a redevelopment plan
23 - - - 23 for the City of Detroit?
24 -GOVERNOR RICHARD D, SNYDER- 24 A. Kevyn Orr was building a plan for creditors they
25  called as a witness, being first duly sworn, was 25 presented in June of this year,
Page 10 Page 12
1 examined and testified as follows: 1 Q. Did you have discussions with him with regard to
2 EXAMINATION 2 that plan before the June presentation?
3 BY MS. LEVINE: 3 A. 1had discussions that would have been subject to
4 Q. Good moming, Governor. 4 attorney-client privilege.
& A, Good moming. 5 Q. Isityour understanding that that plan includes a
6 Q. My name is Sharon Levine. I'm with the law firmof | & two billion dollar note for unsecured creditors?
7 Lowenstein Sandler. I'm here on behalf of AFSCME, 1 A, Yes,
8 and we appreciate your appearing for your deposition | 8 Q. And what's your understanding of what that plan
9 today, so thank you, 9 includes with regard to vested pension benefits for
10 Just for the record, when did you take 10 the citizens of Detroit?
11 office as Governor of the State of Michigan? 11 A. The proposal includes some portion of that note
12 A. January 1, 2011 12 being allocated towards pensioners.
13 Q. And at the time you took office, was the State 13 Q. So the plan does not include just leaving the vested
14 providing greater financial - a greater level of 14 pension benefits alone, does it?
15 financial support to the City of Detroit than it is 15 A.  Well, with respect to the funded piece of pension
16 today? 16 plans, that's available. There's an open question
17 A. ['would have to check that. 17 with respect to the unfunded portion.
18 Q. Would you be willing to support having the State 1& Q. Do you understand that in a Chapter 11 corporate
19 provide a greater level of financial suppert than it 19 bankruptcy case that the Pension Benefit Guaranty
20 is today in order to help the City of Detroit with 20 Corporation or the PBGC provides federal insurance
21 its plan of adjustment and particularly in order to 21 for beneficiaries of a pension if a defined benefit
22 help fund the pension issues? 22 plan is terminated?
23 A. Interms of we have many competing inferests for the {23 A, Yes.
24 State of Michigan with respect to our budget. 1 24 Q. And is it your understanding that in a Chapter 9
25 don't make those decisions by myself. It goes 25 bankruptey case there is no similar protection for
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In Re: City of Detroit, Debtor

Governor Richard D. Snyder

October 9, 2013
Page 13 Page 15
1 vested pension benefits? 1 attorney and other bankruptcy professionals paid
2 A, Yes 2 ahead of retirees in connection with the Chapter 9
3 Q. What's your understanding of how the Detroit 3 process?
4 citizens, the AFSCME retirees will support 4 A, 1view that as a legal matter because that's a
5 themselves assuming that there's a diminution inthe | 5 subject matter of how Chapter 9 bankruptcies work.
6 current level of pension benetit provided? 6 (3. The question I was asking was whether or not you
7 A. Could you clarify your question because you had 7 believe it's fair. I'm not asking you whether or
8 conflicting statements. 8 not it's a fegal matter.
3 You asked about the citizens of Detroit and s A, Well, | view it as just speculation on my part
10 then you asked about the retirees. 10 because we're in Chapter 9, so that would be part of
11 Q. Well, let's go with the retired citizens of Detroit 11 the legal process.
12 first. 12 Q. Is it your understanding that the Wall Street
13 To the extent that their pensions are 13 creditors, municipal bond holders wiii share in this
14 diminished and there is no PBGC or federal 14 two biilion dollar note alongside of the retirees
15 protection for them, what's your understanding under |15 with regard to their unsecured claims?
16 the plan of - the proposed plan how they will 16 A. Again, there has been no plan presented in
17 support themseives? 17 bankruptey, so that would be a hypothetical. 1fyou
18 MS. NELSON: Objection; calls for 18 go back to the proposal to the creditors, that was
19 speculation, form, foundation. 19 to be part of good faith negotiations, and there was
20 THE WITNESS: Given that we're in the 20 an attempt to do that so that would have all been
21 Chapter 9 process, there's been no plan presented at 21 consentual.
22 this point in time. 22 Q. Do you believe it's fair to pay Wall Street-type
23 BY MS. LEVINE: 23 municipal bond creditors ahead of retirees?
24 Q. We already had a little bit of a discussion that 24 A. Again, that's part of the mutual negotiations that
25 you're aware of the plan that was presented to 25 were part of the proposal for creditors.
Page 14 Page 16
1 creditors in June of 2013, correct? 1 Q. Prior to the time that Detroit filed for bankruptcy,
2 A. That was part of going through a process from the 2 is it your understanding that House Speaker Boiger
3 City of Detroit asking its creditors for good faith 3 had any involvement or discussions with Kevyn Orr
4 negotiations, 4 with regard to the bankruptey filing?
5 Q. Right. And under that plan, to the extent there was 5 A, ldon'trecall
6 an underfunding with regard to the pensions, there 6 €. Did he have discussions with you with regard to the
7 was going to be some change made to the pension 7 bankruptey filing?
8 benefits, correct? 8 A. Interms of speaking to Speaker Bolger, occasionally
9 A. That would depend on mutual agreement between the | § 1 would give updates on what was going on with the
10 parties. 10 City of Detroit.
11 Q. Well, assuming that there is a reduction for the 13 Q. And did he express any views with regard to the
12 montent in pension benefits, have you had any 12 Chapter 9 filing?
13 conversations with Kevyn Orr with regard to whether {13 A,  Not that I recall.
14 or not there would be any other benefit or provision |14 Q. Did you have any conversations with Randy
15 made to the retirees of the City of Detroit that 15 Richardville prior to the Chapter 9 filing?
16 were going to lose pension benefits as a result of 16 A. It would be the same with Speaker Bolger, that as
17 that plan? 17 part of the normal process | would give updates on
18 A. Those discussions would have been subject to 18 where the situations stood.
19 attorney-client privilege. 19 Q. Do you have any recollection of what he said to you
20 Q. What's your understanding of the options that are 20 with regard to those updates?
21 available to the City of Detroit? 21 A. No.
22 A. Well, again, we're in bankruptcy now so there's been |22 Q. On or about July 18, when you autharized Detroit's
23 no plan presented by the City at this point in time, 23 Chapter 9 filing, what was your understanding of the
24 so that's a hypothetical, 24 dollar amount of the pension obligations that were
25 Q. Do youbelieve it's fair to have the bankruptey 25 underfunded?
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1 deferential to his partners or recent former 1 emergency manager or at any time during the period |

2 partners at Jones Day? 2 of time that he was appointed as emergency manager

3 A. No. Because, in fact, the City of Detroit made the 3 on July 18th with regard to outsourcing?

4 determination to hire Jones Day, and they went 4 A. 1don't recall with respect to the interview

5 through with that process, and that was a separate 5 process, and there has been discussions about

6 independent process that [ believe actually occurred | 6 looking at providers of services in both internal

7 prior to Kevyn Orr joining the City of Detroit as 7 and external services for the City of Detroit since

8 emergency manager. 8 that date.

9 Q. Did you consider whether it would be difficult for 9 Q. For that same period of time, during the interview
10 Mr. Orr to favor the interests of the City over the 10 process and up to and including July 18th or 19th,
11 interests of Jones Day? 11 did you have any conversation with Kevyn Orr with
1z A. 1don't understand your question because I don't 12 regard to selling or monetizing assets such as the
13 understand why Jones Day would be in conflict with |13 art, Belle Isle and water and sewer and other assets
14 the City of Detroit. They're representing the City 14 of Detroit?
1s of Detroit. 15 A. Those discussions would have been subject to
16 Q. And aren't they being compensated by the City of 16 attorney-client privilege,

17 Detroit? 17 Q. Is it your understanding that the sale of assets are
18 A. They are being compensated by the City of Detroit. |18 one of the things that are under consideration in
19 Q. Isn't there less of an appearance of conflict if it 19 connection with the restructuring plan that Kevyn
20 had been a different law firm that had been retained {20 Orr proposed during June of 20137
21 by the City of Detroit than Kevyn Orr's prior firm? |21 A. [ don't recall that portion of the proposal.
22 A. And that's why it was important that he resigned and |22 Q. What's your view on monetizing these assets as part
23 severed all ties, 23 of a restructuring plan including the art, Belle
24 Q. During the discussions that you had with Kevyn Orr |24 [sle and water and sewer and some of the other
25 prior to the time that he was appoeinted as emergency |25 assets of Detroit?
Page 42 Page 44

1 manager or after he was appointed as emergency 1 A. Again, that's a hypothetical discussion because it

4 manager but before July 18th, did you ever discuss 2 would really come down to what's presented in the

3 with Kevyn Orr outsourcing for the City of Detroit? |+ 3 plan of adjustment within the context of the

4 A. Could you explain what you mean by outsourcing? 4 bankruptey court, and it hasn't been done at this

5 Q. As part of the business plan for the City of 5 point.

6 Detroit, the City of Detroit is looking at -- & Q. Well, I'm asking your view of whether or not those

7 potentially looking at outsourcing some of the 7 itemns should be on the table in connection with the

8 services that are currently performed by City 8 structuring of that plan?

9 employees; is that correct? 3 A. lview those as primarily Kevyn Ort's decisions
10 A. They're looking at the most efficient ways to 10 because he's the emergency manager for the City of
11 deliver services to the citizens of Detroit, 11 Detroit.

12 Q. Is that yes? 12 Q. During the interview process, prior to Kevyn Orr's
13 A, That would include that. In terms of looking at 13 setection but during the period of time you were
14 other alternatives, some of those were outlined, in 14 talking to him, did you ever express a view that
15 fact, during the consent agreement in terms of 15 vested pension benefits should not be modified by
16 looking at opportunities such as having the Detroit |16 the emergency manager for the City of Detroit?
17 Economic Growth Corporation handle the planning and |17 A. 1 don't recall.

18 zoning activities of the City of Detroit, and that 18 Q. Did you have discussions prior to the time that

18 was done in the context of the Mayor and the City 19 Kevyn Orr was selected with regard to your views
20 Council appraving that consent agreement. 20 about whether or not vested pension benefits shouid
21 Q. Pm going to try again. 21 be modified?

22 Did you have any conversations with Kevyn 22 A. [ think that's just what -- what's different than

23 Qrr prior to the time that he was appoint -- prior 23 the prior question?

24 to the time that he was -- during the interview 24 Q. Are you saying you don't recall?

25 process, prior to the time that he was appointed as 25 A, [ don'trecall.
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1 Q. Have you ever been involved in a business, Governor | 1 A, Not that I recall.
2 Snyder? 2 Q. Do you know whether a significant portion of
3 A, Yes. 3 Detroit's unfunded pension liability is allocable to
4 Q. [Isn'tit true to assess the financial picture of a 4 the City's Water and Sewer Department?
5 business you need to know both the assets and the 5 A, [I'mnot aware of that relationship.
6 liabilities of the business? 6 Q. Okay. Is that something that you think would be
7 A. This is a different situation in terms -- 7 relevant to a determination about whether or not the
g Q. Could you answer my question? 8 City should pursue a bankruptey?
9 A. Yes, 9 A. [haven't considered that as a question.
10 Q. The answer to my question is yes? 10 Q. Okay. Let me now refer you to page six of
11 A, Yes. 11 Exhibit 1, and at the bottom paragraph of the page
1z Q. Okay. Atthe time you received Mr. Orr's July 16th, 12 there's a reference to the June 14th creditor
13 2013 letter, do you know whether Mr. Orr or his 13 propoesal. Do you see that?
14 staff had undertaken an analysis such that they knew {14 A. Yes.
15 with specificity the City's cash flow? 15 . Okay. And you were familiar with that proposal when
16 A. There had -- there was extensive work done doing 16 you received this letter on July 16th?
17 cash flow analysis of the City. Some of that work 17 A. Generally familiar. It's a 128-page document,
18 was inchided in the proposal to creditors back in 18 Q. Okay.
19 June -- 19
20 Q. Okay. 20 (Deposition Exhibit 2 was marked.)
21 A. --inaddition to reports that had been provided 21
22 under his obligation as emergency manager, 22 BY MR. DeCHIARA:
23 Q. But at the time that you received the July i6th, 23 Q, I'd like to mark as -- well, I've already marked as
24 2013 letter, do you know whether Mr. Orr or his 24 Exhibit 2, and I'll ask you to identify what I'l]
25 staff had done an analysis which allowed them to 25 identity for the record as a July 18th, 2013 letter
Page 58 Page 60
1 know with specificity the extent of the City's cash 1 from you to Mr. Orr and Mr, Dilion,
2 flow? 2 Is Exhibit 2 your response to what's been
3 A, [believe they had. 3 marked as Exhibit 1?7
4 Q. Okay. Did you ever discuss that with Mr. Orr? 4 A, Yes,
5 A. That would be a matter of attorney-chient privilege. 5
& Q. Well, whether it's a matter of attorney-client 6 {Deposition Exhibit 3 was marked.)
t privilege is a legal question, and you have counsel 7
8 here who can object if she believes that a question 8 BY MR. DeCHIARA:
9 infringes on the attorney-client privilege, so 9 Q. Governor, I've had the court reporter mark as
10 would ask you to answer the question. 10 Exhibit 3 a document which bears the title City of
11 MS. NELSON: You can answer yes or no. 11 Detroit Proposal for Creditors, June 14th, 2013.
12 THE WITNESS: Yes. 12 Let me represent to you that this document
13 BY MR. DeCHIARA: 13 was attached to the Orr Declaration that was filed
14 Q. Yes, you did have discussions? 14 in the bankruptcy proceeding as the City's proposal
15 A. Yeah. 15 for creditors.
16 Q. And were those discussions -- were other people 16 Let me -- did you see this document in any
17 present other than you and Mr, Orr in those 17 prior form before it was made public on or about
18 discussions? 18 June 14th, 20137
18 A, Yes. 19 A, Yes.
20 Q. Isn'tittrue you had one-on-one conversations with |20 Q.  And do you plan -- were you shown drafts of the
21 Mr. Orr prior to the bankruptey filing? 21 document?
22 A, Yes, 22 A. Tdseena draft orso, I can't recall whether it
23 Q. Okay. Inany of those one-on-one conversations with |23 WAas ORne Or more.
24 Mr. Orr did you ever have a discussion of the City's |24 Q. Okay. And who showed them to you?
25 cash flow? 25 A,  Again, | don't recall.
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1 It doesn't say I agree with that or disagree with 1 negotiation that would be satisfactory to the
2 that. It simply says | authorized it to go forward 2 parties involved.
3 where a plan would be presented to a judge that 3 That didn't happen in terms of that regard
4 could be the result of further negotiations, 4 but T still had hope to say that as you go through
5 mediations, all kinds of work that ultimately a 5 the bankruptcy process | viewed it as iikelihood
6 judge would decide. 6 that there was less flexibility under the bankruptcy
7 Q. Okay. I'm not addressing vour July 18th letter. 7 process just because of the nature of federal
g8 A. Yeah 8 bankruptey iaw than there probably was before.
9 Q. [I'm just pegging the question - 9 Q. Was it your view that as of July 18th in the
10 A. Okay. 10 bankruptcy one way or another accrued pension
11 Q. - by time frame as of July 18th. 11 liabilities would have to be reduced?
12 A. Okay. 12 A. Based on the facts going into it, it was one of
13 Q. Soas of July 18th, did you share Mr. Ort's view 13 those questions, as you said, there was a likelihood
14 that there had to be significant cuts in pension 14 of that happening.
15 liabilities? 15 Q. That's not my question.
16 A. Based on the current situations with negotiations, 16 A. Yes. Yeah, | believe there's a likelihood there
17 that continued to be the position that would be on 17 could be reductions in unfunded pension Habilities.
18 the table going into bankruptcy. 18 Q. Okay. I'm not asking -
19 Q. Again, I'm not sure that was responsive. 19 A, Yeah
20 A. Uh-huh, 20 Q. Governor, I'm not asking you to predict the
21 Q. AsofJuly 18th, 2013, did you share Mr. Orr's view |21 likelihood of what might have happened.
22 that whether through negotiation or other means that |22 A.  Okay.
23 there as an end result had to be significant cuts in 23 Q. I'm asking you whether you believed that in
24 accrued pension liabilities? 24 bankruptcy there would have had to be one way or
25 A. | wouldn't use the word had to be but likely could 25 another reductions in Detroit's accrued pension
Page 66 Page 68
1 be. 1 liabilities?
2 Q. Okay. Well, Mr. Orr used the word "there must be". | 2 A. | would say it's not a hundred percent belief.
3 A, Uh-huh. 3 Q. Butwas ita less than 100 percent belief that there
4 Q. Did you share that view that there had to be? 4 had to be reductions?
5 A. Not necessarily. 5 A. Again, if you looked at the numbers, as we discussed
6 Q. Okay. 6 earlier, those are significant numbers, and it would
7 A. Justas | said. 7 be hard to see how it could be a hundred percent.
8 Q. Okay. So did you think about this issue as of -- or g Q. Letme --did you discuss with anyone other than
g as of the July 18th, 2013 time frame, had you given | 9 your legal counsel and Mr. Orr whether there had to
10 thought to whether or not there had to be cuts to 10 be cuts to Detroit's accrued pension liability?
11 accrued pension benefits? 11 A. When you say other people, there wouid be people
12 A. 1gave thought to the issue because | have concern 12 from the administration in the meetings that we had.
13 for the retirees, and that was why one of the 13 Q. 'Who did you discuss that issue with?
14 important questions in my view was to have a retiree |14 A, There could be any number of people that would
15 representative in the bankruptey. 15 inchude my chief of staff, Andy Dillon, and other
16 Q. And what was your -- since you said you gave thought |16 people of the administration.
17 to it, can you articulate what your position was as 17 Q. And what did you and Andy Dillon discuss on that
18 to whether or not there had to be cuts in accrued 18 issue?
19 pension liabilities? And I'm focusing on your views ;19 MS. NELSON: I'm going to object on the
20 on the matter as of July 18th, 2013. 20 grounds of attorney-client privilege. These
21 A. My view going back prior to that is is | had hoped 21 discussions occurred in the meetings with Mr, Orr
22 that there would be negotiations to resolve this 22 and his counsel.
23 short of bankruptcy because bankruptoy was a last |23 MR. DeCHIARA: Well, there hasn't been
24 resort; that I hoped that people could come to the 24 testimony to that effect.
25 table and come up with-a mutual understanding and |25 MS. NELSON: He just said it.
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