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CITY OF DETROIT’S DISCLOSURE STATEMENT WITH RESPECT TQ PLAN OF
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for the following reasons.

1. [/ we am/are interested in the Bankruptcy of the City of Detroit because
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ve/fhave not attached additional sheets to explain and establish my position.

[ hereby certify that the statements made herein are true and correct under penalty of
perjury and contempt of Court under the laws of the United States of America.
Wherefore 1/ we request the Court will deny the ;ehef sought in sald ﬁimg
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Class 10 - PFRS Claims {continued)

e S e N

On or as soon as practicable following the Effective Date, the City will establish the Detroit
VEBA to provide health care, life and other legally authorized welfare benefits to Detroit
VEBA Beneficiaries and certain of their dependents and future City retirees. The Detroit
VEBA will be governed by a board of trustees that will be responsible for, among other things,
management of property held by the Detroit VEBA, administration of the Detroit VEBA and
determination of the level of and distribution of benefits to Detroit VEBA Beneficiaries.
The Detroit VEBA Trust Agreement and related plan documentation will be substantially in
the form set forth on Exhibit 1.A.62 to the Plan, which shall, among other things, identify the
members of the Detroit VEBA's initial board of trustees. Promptly after the Detroit VEBA is
established, the City shall (1} distribute the OPEB Claims Note to the Detroit VEBA and
(2) direct the trustees of the Employee Death Benefit Plan to terminate that plan and transfer
afl assets (net of expenses of termination} to the Detroit VEBA. The City shall have no
responsibility following the Effective Date to provide life insurance or death benefits to
retirees.  Holders of PFRS Claims that also hold OPEB Claims shall be Detroit VEBA

Beneficiaries.

Estimated Percentage Recovery: 20.8-29.8%

Class 11 — GRS Claims: Consists of:
{Iyall GRS Pension Claims and (2) all
OPEB Claims held by Holders of GRS
Pension Claims.

GRS Pension Claims means any Claims
{other than OPEB C(laims), whether
asserted by current or former employees of
the City, their heirs or beneficiaries or by

the GRS or any trustee thereof or any other
Entity acting on the GRS's behalf, against
the City or any fund managed by the City
(including, but not limited to, the General
Fund, the water fund, the sewage disposal
fund, the Detroit General Retirement
System Service Corporation fund or the
pension funds) based upon, arising under
or related to any agreement, commitment
or other obligation, whether evidenced by
contract, agreement, rtule, regulation,
ordinance, statute or law for (1) any
pension, disability or other post retirement
payment or distribution to be made by the
GRS in respect of the employment of
current or former employees or (2) the
payment by the GRS to persons who at
any time participated in, were beneficiaries
of or accrued post-retirement pension or
financial benefits under the GRS.

Impaired. During the Fiscal Years from the Effective Date through the Fiscal Year
ending June 30, 2023, annual contributions shall be made to the GRS only in the amounts
identified on Exhibit ILB.3.uii A to the Plan. The exclusive sources for such contributions
shall be pension-related payments received by the City from the DWSD equal to
approximately $675,000,000, and proceeds received from the DIA Funding Parties in the
amount of approximately $50,000,000. After June 30, 2023, (1) approximately $195,000,000
of proceeds contributed by the DIA Funding Parties in connection with the DIA Setilement
shall be contributed to the GRS and (2} the City will coniribute such additional funds as are
necessary to pay each Holder of a GRS Pension Claim his or her GRS Adjusted Pension
Amount in accordance with and as modifted by the terms and conditions contained in the Plan

and the Plan GRS Settlement.

During the period that ends on June 30, 2023, the board of trustees of the GRS, or the trustees
of any successor trust or pension plan, shall adopt and maintain an investment return
assumption and discount rate for purposes of determining the assets and liabilities of the GRS
that shall not be higher than 6.25%.

During the perjod that ends no earlier than June 30, 2023, the pension benefifs payable to each
Holder of a GRS Pension Claim shalt be equal 1o the GRS Adjusted Pension Amount for such
Hotlder, provided that such GRS Adjusted Pension Amount shall be (1) automatically reduced
by the DIA Proceeds Default Amount in the event of a DIA Proceeds Payment Default and
(2} increased by (a) the Plan GRS Settlement (as set forth in Section I1.B.3.uii] of the Pian)

and (b) any GRS Restoration Payment.

Excess Allocations to Annuity Savings Fund Accounts duning the period beginning
January 1, 1999 and ending December 31, 2012 may be applied to reduce (1) Annuity Savings
Fund Accounts of Active Employees who participate in the GRS and (2) the Current Accrued
Annual Pension: of former participants in the Annuity Savings Fund Account now receiving
monthiy pensions, in accordance with the formulae set forth on Exhibit I1LB.3.uiiD to the
Plan. In the event of any such reduction, 2 Holder's GRS Adjusted Pension Amount shall be
increased to take into account such Annuity Savings Fund Account restitution reduction.

Each Holder of a GRS Pension Claim who is an Active Employee shall receive, in addition to
his or her GRS Adjusted Pension Amount, as may be modified herein, such additional pension
benefit for service on or after July 1, 2014 consistent with the terms and conditions of the GRS
Hybrid Pension Formula.

[CONTINUED ON FOLLOWING PAGE]
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Class 11 — GRS Claims (continued)
OPEB Claims means any Claim apainst
the City for post-retirement health, life and
death benefits provided to: (1) retired
employees of the City and their dependents
pursuant to the Employee IHealth and Life
Insurance Benefit Plan and the Employee
Supplemental Death Benefit Plan; and
(2) the plaintiffs in the action captioned
Weiler et. al. v. City of Detroit, Case No.
06-619737-CK (Wayne County Circuit
Court), pursuant to the "Consent Judgment
and Order of Dismissal” entered in that
action on August 26, 2009,

Estimated Aggregate Allowed Amount:
$3,790,100,000

The compaosition of the board of trustees of the GRS and the manner in which it is operated
and administered shall be consistent with such governance provisions as are (1) required by the
DIA Settlement Documents and the Plan GRS Settierment and (2) acceptable to the State and
the DIA Funding Parties.

If the City consummates a DWSD Transaction on or prior to the Effective Date, the GLWA
will assume the pension liability associated with DWSD employees and retirees as accrued
through the closing date of a DWSD Transaction. A pro rata share of the existing GRS assets
and liabilities will be transferred to a successor pension fund managed by the GLWA,
The successor pension plan will be closed to new GLWA employees and benefit levels frozen.

The Confirmation Order shall include an injunction against the subsequent amendment of the
terms and conditions, and rules of operation, of the GRS, or any successor plan or trust, that
govemn the calculation of pension benefits (including the GRS Adjusted Pension Amount,
accrual of additional benefits, the DIA Proceeds Default Amount, GRS Restoration Payment
and the GRS Hybrid Pension Formula and terms of the hybrid arrangement) or against any
action that governs the selection of the investment retwn assumption described in
Section I1.B.3.11.11.B of the Plan, the contribution to the GRS, or the calculation or amount of
GRS pension benefits for the period ending June 30, 2023, notwithstanding whether that
subsequent amendment or act is created or undertaken by confract, agreement (including
coliective bargaining agreement), statute, rule, regulation, ordinance, charter, resolution or
otherwise by operation of law,

If Classes 10 and 1T accept the Plan, Holders of GRS Pension Claims who accept the Plan will
have the option fo enter into a settlement with the City and the State by electing to participate
in the Plan GRS Settlement on a timely-returned Baliot accepting the Plan. The Plan GRS
Settlement shall include the following principal terms: (1) the State will deposit the State GRS
Consideration into the GRS in equal annual installments over a period of 20 years, {2) each
Electing GRS Helder shall be entitled to the GRS Settlement Benefit Amount in addition to
such Holder's GRS Adjusted Pension Amount and (3) cach Electing GRS Holder will release
the City and its Related Entities and the State and the State Related Entities from all GRS
Peénsion Claims, as more particularly described in the Plan GRS Seftlement Documents.

Holders of GRS Claims that also hold OPEB Claims shall be Detroit VEBA Beneficiaries of
the Detroit VEBA.

Estimated Percentage Recovery: 27.5-33.3%

Class 12 - Downtown Development
Authority Claims: Consists of all Claims
in respect of the Downtown Development
Authority Loans.

Estimated Aggregate Allowed Amount:
$33,600,000

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Alowed Downtown Development Authority Claim, in full satisfaction of such Allowed Claim,
shall receive, on or as soon as reasonably practicable after the Effective Date, Unsecured

Pro Rata Shares of (1) New B Notes and (2) New C Notes.
Estimated Percentage Recovery: 20%
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pension fund managed by the GLWA. The successor pension plan will be closed to new GIL.WA employees and
benefit levels frozen.

H. No Changes in Terms for Ten Years.

The Confirmation Order shall include an injunction against the subsequent amendment of the
terms and conditions, and rules of operation, of the GRS, or any successor plan or trust, that govern the calculation
of pension benefits (including the GRS Adjusted Pension Amount, accrual of additional benefits, the DIA Proceeds
Default Amount, GRS Restoration Payment and the GRS Hybrid Pension Formula and terms of the hybrid
arrangement) or against any action that governs the selection of the investment return assumption described in
Section ILB.3.1.ii.B, the contribution to the GRS, or the calculation or amount of GRS pension benefits for the
period ending June 30, 2023, notwithstanding whether that subsequent amendment or act is created or undertaken by
confract, agreement {including collective bargaining agreement), statute, rule, regulation, ordinance, charter,
resolution or otherwise by operation of law.

I Plan GRS Settlement

If Classes 10 and 11 accept the Plan, Holders of GRS Pension Claims who accept the Plan will
have the option to enter into a settiement with the City and the State by electing to participate in the Plan GRS
Settlement on a timely-returned Ballot accepting the Plan. The Plan GRS Settlement shall include the following
principal terms: (1} the State will deposit the State GRS Consideration into the GRS in equal annual installments
over a period of 20 years, (2) each Electing GRS Holder shall be entitled to the GRS Settlement Benefit Amount in
addition to such Holder's GRS Adjusted Pension Amount and (3) each Electing GRS Holder will release the City
and its Related Entities and the State and the State Related Entities from all GRS Pension Claims, as more
particularly described in the Plan GRS Settlement Documents.

J. GRS Claim Holders with OPEB Claims.

Holders of GRS Claims that also hold OPEB Claims shall be Defroit VEBA Beneficiaries of the
Detroit VEBA. .

v. Class 12 — Downtown Development Authority Claims.

i. Allowance.

On the Effective Date, the Downtown Development Authority Claims shall be deemed Allowed in
the amount of $33,600,000.

. Treatment.

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed
Downtown Development Authority Claim, in full satisfaction of such Allowed Claim, shall receive, on or as soon as
reasonably practicable after the Effective Date, Unsecured Pro Rata Shares of (A) New B Notes and (B) New C

Notes.

w. Class 13 — Other Unsecured Claims.

i. Treatment,

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed
Other Unsecured Claim, in full satisfaction of such Allowed Claim, shall receive, on or as soon as reasonably
practicable after the Effective Date, Unsecured Pro Rata Shares of (A) New B Notes and (B) New C Notes.
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C. Eligibility

The primary issue before the Bankruptcey Court since the commencement of the City's chapter 9 case has been the
determination of the City's eligibility to be a debtor under chapter 9 of the Bankruptcy Code (such issue, "Eligibility™).
The determination of Eligibitity is governed by sections 109{c) and 921(c) of the Bankrupicy Code, which provisions
require the Bankruptey Court, among other things, to determine whether: (1) the City is a municipality (11 U.S.C,
§ 10%9(c)(1)Y; (2) the City was specifically authorized to be a debtor by state law (11 U.S.C. § 109(c}(2)); (3) the City was
insolvent as of the Petition Date (11 U.S.C. § 109(c)3)); (4) the City desires to effectuate a plan to adjust its debts
{11 U.S.C. § 109(c)(4)}; (5) either (a) the City negotiated in good faith with its various creditor constituencies (11 U.S.C.
8§ 109(c)(5)(B)) or (b) it was impracticable for the City to do so (11 U.S.C. § 109(c)(3)(C)); and (6) the City's petition was
filed in good faith (11 U.S.C. § 921(c)). On the Petition Date, in support of Eligibility, the City filed its (1} Statement of
Qualifications Pursuant fo Section 109(c) of the Bankruptey Code (Docket No. 10) and (2) Memorandum in Support of
Statement of Qualifications Pursuant to Section 10%(c) of the Bankruptcy Code (Docket No. 14), demonstrating its
satisfaction of the requirements set forth at section 10%{c) of the Bankruptcy Code. To resclve the threshold issue of
Eligibility as promptly as possible, the City filed a motion (Docket No. 18) on the Petition Date seeking an order
establishing a schedule for, and expediting the process of, identifying and adjudicating any objections to Eligibility,
On August 6, 2013, the Bankruptcy Court entered an order (Docket No. 296) establishing a deadline of August 19, 2013 for
the filing of objections to Eligibility and a schedule for the adjudication of such objections,

Approximately 110 objections to Eligibility (each, an "Objection”) were filed prior to the deadline established by
the Bankruptcy Court {or deemed timely filed). The majority of such Objections were filed by individuals, The Objections
(1) raised numerous issues of law and fact (including threshold challenges to the constitutionality of chapter 9 and PA 436
and the City's power to impair pension benefits in chapter 9) and (2) challenged (a) the City's satisfaction of all subsections
of section 109{c)(5) of the Bankruptey Code (with the exception of subsection 109(c)(1)) and (b) the "good faith" of the
City's chapter 9 petition within the meaning of section 921(c) of the Bankruptcy Code. In addition to the Objections,
Michigan Attorney General Bili Schuette filed a "Statement Regarding the Michigan Constitution and the Bankruptey of
the City of Detroit" (Docket No. 481), arguing that, although the City was eligible to be a chapter 9 debtor, the Pensions
Clause of the Michigan Constitution barred the City from impairing its obligations to pensicners.

On September 11, 2013, the Retiree Committee filed a motion to withdraw the reference (Docket No. 806)
(the "Motion to Withdraw") of certain state law and constitutional issues raised in its Objection from the Bankruptcy Court
to the District Court. The Retiree Committee's filing of the Motion to Withdraw initiated a separate proceeding before the
District Court captioned as Official Commiitee of Retirees v. City of Detroit (In re City of Detroit), No. 13-¢v-13873
(E.D. Mich.). The Motion to Withdraw was fully briefed by the City and the Retiree Committee as of October 5, 2013,
Shortly after filing the Motion to Withdraw, on September 13, 2013, the Retiree Committee filed a motion (Docket No. 837)
with the Bankruptcy Court seeking a stay of ali deadlines and the trial related to Eligibility (the "Eligibility Proceedings")
pending the District Court's disposition of the Motion to Withdraw. Following briefing and a hearing, on
September 26, 2013, the Bankruptcy Court entered an opinion and order (Docket No. 1039) denying the Retiree
Committee's motion to stay the Eligibility Proceedings, finding, among other things, that the Retiree Committee was
unlikely to succeed on the merits of the Motion to Withdraw. The District Court has not taken any action to withdraw the
reference of the Eligibility Proceedings.

Following the filing of the Objections, and pursuant to certain scheduling orders entered by the Bankruptcy Court
{Docket Nos. 642; 821), the Bankruptey Court conducted hearings related to the City's eligibility, including (1) a hearing on
September 19, 2013, at which all individual objectors were provided the opportunity to be heard on their Objections (and at
which approximately 50 such individual objectors appeared before the Bankruptey Court); (2) hearings on
October 15, 2013 and October 16, 2013, at which the Bankruptey Court heard oral argument on portions of the Objections
that raised strictly legal issues; (3) various hearings on motions raising certain discovery and privilege disputes; and
(4) a nine-day bench trial (the "Eligibility Trial™) spanning the period October 23, 2013 to November 8, 2013 at which
argument and testimony were presented with respect to Objections requiring the resolution of genuine issues of material
fact. Sixteen witnesses — including the Governor, the former State Treasurer and the Emergency Manager — testified at the
Eligibility Trial and 310 exhibits were introduced into evidence,

On December 3, 2013, the Bankruptcy Court issued a bench decision determining that the City was eligible tobe a
chapter 9 debtor (the “Bench Decision"). On December 5, 2013, the Bankruptcy Court entered its Opinion Regarding
Eligibility (Docket No. 1945) (the "Eligibility Order") memorializing the Bench Decision. Also on December 5, 2013, the
Bankruptcy Court entered an Order for Relief Under Chapter 9 of the Bankruptey Code (Docket No. 1946) (the "Quder for
Relief™), determining that the City (1) met all of the applicable requirements under section 109(c) of the Bankrupicy Code,
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(2) is eligible to be a debtor under chapter 9 of the Bankruptcy Code and (3) filed its chapter 9 petition in good faith. In the
Bench Decision and Eligibility Order, the Bankruptcy Court further held that, notwithstanding the state law protections
afforded by the Pensions Clause, the City may impair ifs pension obligations under chapter 9 of the federal Bankruptey
Code. Notices of appeal of the Eligibility Order were filed by: (1) AFSCME (Docket No. 1907); (2) the Retirement
Systems (Docket No. 1930); (3) the Retiree Committee (Docket No. 2057); (4) the Retired Detroit Police & Fire Fighters
Association (the "RDPFFA"), the Detroit Retired City Employees Association (the "DRCEA™") and affiliated individuals
(Docket No. 2070); (5) the Retired Detroit Police Members Association {the "RDPMA ") (Docket No. 2111}; (6) the DFFA
and the DPOA (Docket No. 2137); and (7) the UAW together with the Flowers Plaintiffs (Docket No. 2165).

Muotions for certification of direct appeal of the Order for Relief to the United States Court of Appeals for the Sixth
Circuit (the "Sixth Circuit"} were filed by: (1) the Retirement Systems (Docket No. 1933); (2) the Retiree Committee
(Docket No. 2060); (3) the RDPFFA, the DRCEA and affiliated individuals (Docket No. 2068); (4) the RDPMA
(Docket No. 2113); (5) the DFFA and the DPOA (Docket No. 2139); (6) the UAW and the Flowers Plaintiffs
(Docket No. 2192); and (7) AFSCME (Docket No. 2376). After a hearing, on December 20, 2013, the Bankruptcy Court
issued an order certifying to the Sixth Circuit that appeals of the Eligibility Order "involve a ‘matter of public importance™
{Docket No. 2268, as amended by Docket No. 2274) (the "Certification Order™), in a memorandum issued
conterporaneously with the Certification Order (Docket No. 2269), the Bankruptey Court recommended that
(1) notwithstanding the fact that appeals of the Eligibility -Order involve "a matter of public importance," authorization for
direct appeals to the Sixth Circuit should be denjed; and (2) should the Sixth Circuit authorize a direct appeal of the
Eligibility Order, such an appeal should not be expedited and, in considering requests to expedite any such an appeal, the
Sixth Circuit should consult with the mediator in the City's chapter 9 case to determine whether expediting such an appeal
"is in the best interest of the City, its creditors and its residents.”

Petitions for permission to appeal the Eligibility Order directly to the Sixth Circuit have been filed with the Sixth
Circuit by each of the entities that filed a notice of appeal of the Eligibility Order with the Bankruptcy Court, All of these
petitions are currently pending. All appeals of the Eligibility Order pending in the District Court have been stayed pending
the Sixth Circuit's disposifion of the various petitions for permission to appeal.

D. . Swap Settlement

As described in greater detail in Section 11L.B.4, supra, as part of a 2009 restructuring of the City's swap
obligations, the City entered into the Collateral Agreement with the Swap Counterparties, the Service Corporations and
U.S. Bank, whereby the City avoided a substantial early termination fee under the Swap Confracts, in return for securing its
quarterly swap paymenis with collateral consisting of cerfain Casino Revenues. In March 2012, the City suffered ratings
downgrades with respect to its unlimited tax general obligation bonds, which again gave rise to the risk that the Swap
Counterparties could terminate the Swap Contracts and seek a termination payment from the City. The City commenced
negotiations with the Swap Counterparties to resolve issues arising in connection with the credit rating downgrade.

Despite the significant time and effort devoted to reaching a resolution that would permit the City access to the
Casino Revenues, following the assertion of alleged rights by insurer Syncora, the City's access to funds was blocked,
Accordingly, the City acted to protect its interests and preserve its access to the Casino Revenues - a critical funding source
for the City - by commencing litigation against Syncora (among others) in the Circuit Court for Wayne County, Michigan
to seek (1) the release of Casino Revenues held by U.S. Bank as custodian and (2) the recovery of damages suffered by the
City due to Syncora’s interference with its banking relationships. In that proceeding, the Emergency Manager submitted an
affidavit in support of the City's Verified Complaint for Declaratory and Injunctive Relief, which contains additional factual
background concerning the Swap Contracts, related Collateral Agreement and other matters. On July 5, 2013, the City
obtained a temporary restraining order against Syncora and U.S. Bank, thus temporarily preserving the City's access 1o the
Casino Revenues. Following those activities, the City was able to make timely payment on iis swap obligations, making
the required deposit into the Holdback Account and triggering the release of Casino Revenues to the City.

1. Forbearance and Optional Termination Agreement

Prior to and concurrently with the litigation against Syncora, the City engaged in negotiations with the Swap
Counterparties. These negotiations culminated three days prior to the Petition Date, when the Emergency Manager reached
an agreement with the Swap Counterpariies to eliminate one of the City's largest secured obligations at a discount and
ensure ongoing access fo critical Casino Revenues that were pledged to support the swap arrangements, This agreement is
evidence by the Forbearance and Optional Termination Agreement, dated July 15, 2013, by and among the City, the Swap
Counterparties and the Service Corporations (the "FOTA").
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