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)
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BERKSHIRE HATHAWAY ASSURANCE CORPORATION’S
NOTICE OF ASSERTED RIGHT TO VOTE CLAIMS

PLEASE TAKE NOTICE that, pursuant to this Court’s Order (1) Establishing
Procedures for Solicitation and Tabulation of Votesto Accept or Reject Plan of
Adjustment and (I1) Approving Notice Procedures Related to Confirmation of the Plan of
Adjustment [Docket No. 2984] and Fourth Amended Order Establishing Procedures,
Deadlines and Hearing Dates Relating to the Debtor’ s Plan of Adjustment [Docket No.
4202], Berkshire Hathaway Assurance Corporation (“*BHAC”) hereby assertsitsright to
vote on (and make distribution el ections under) the Fourth Amended Plan for the
Adjustment of Debts of the City of Detroit [Docket No. 4392] with respect to all claims
in Classes 1A-5to 1A-21 (DWSD Water Bond Series 2001-C), 1A-96 to 1A-113 (DWSD
Water Bond Series 2005-B) and 1A-243 (DWSD Sewer Bond Series 2001-E), for the

reasons set forth in the brief in support of this notice filed concurrently herewith.
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Berkshire Hathaway Assurance Corporation (“BHAC”), by and through its
undersigned counsel, hereby files this brief in support of its Notice of Asserted Right to

Vote Claims filed concurrently herewith. BHAC respectfully submits as follows:

PRELIMINARY STATEMENT

1. BHAC isaninsurer of the payment when due of regularly scheduled
principal and interest payments for DWSD Water Bonds Series 2001-C and 2005-B and
DWSD Sewer Bonds Series 2001(E)* in an aggregate principal amount of approximately
$510 million, subject to the failure of the prior insurer, Financial Guaranty Insurance
Company (“EGIC"), to make these payments under the applicable primary policies (the

“FGIC/BHAC Insured Bonds'). Asdescribed in detail below, it is certain that FGIC will

fail to make the payments it contracted to make.

2. BHAC asoisaninsurer for DWSD Sewer Bonds Series 2001-C(2) and
2006-A in an aggregate principal amount of approximately $245 million, for which
National Public Finance Guarantee Corporation (“National”) isthe prior insurer. Unlike
FGIC, National is asolvent insurer that is honoring its policy claimsin the ordinary
course of business. For this reason and the reasons set forth in National’ s brief in support
of its notice of asserted voting rights, and without prejudice to BHAC' sright to assert

that it isthe holder of (or is otherwise entitled to vote on behalf of) any other bonds,

! The Fourth Amended Plan for the Adjustment of Debts of the City of Detroit
[Docket No. 4392] (the “Detroit Plan”) classifies these bonds in Classes 1A-5 to 1A-
21 (DWSD Water Bond Series 2001-C), 1A-96 to 1A-113 (DWSD Water Bond
Series 2005-B), and 1A-243 (DWSD Sewer Bond Series 2001-E). See Detroit Plan
Ex. 1.A.110. Capitalized terms used but not otherwise defined herein have the
meanings ascribed to them in the Detroit Plan.
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BHAC agrees that National is the holder entitled to vote on behaf of those bondsin this
chapter 9 case.?

3. In contrast to National, FGIC is not a solvent insurer and will not perform
its obligations under the primary policies insuring the FGIC/BHAC Insured Bonds. In
June 2012, apparently as aresult of the 2008 financial crisis, FGIC was put into a
rehabilitation proceeding by its insurance regulator under article 74 of the New Y ork
Insurance Law. A year later, the court with jurisdiction over FGIC’ s rehabilitation
proceeding approved the First Amended Plan of Rehabilitation of Financial Guaranty
Insurance Company, Inre Fin. Guar. Ins. Co., No. 401265/2012 (N.Y . Sup. Ct. June 4,
2013) (available at http://www.fgic.com/policyhol derinfocenter/) (the “ EGIC Plan”), and
that plan became effective and binding on FGIC in August 2013. Under the FGIC Plan,
FGIC is currently limited to paying 17 cents on the dollar on any policy claims.® Thus,
FGIC istoday an insolvent insurer, whose regulator, together with the court having
jurisdiction over its rehabilitation proceeding, restricts it from fully and timely meeting
its policy obligations as they become due.

4, With respect to the FGIC/BHAC Insured Bonds, this means that the
nominal holders of those bonds will turn to BHAC for payment of any shortfall in interest
and principal payments if and when the City of Detroit (the “City”) and FGIC fail to

honor their respective obligations. Thisis not a hypothetical scenario: it has already

2 The Detroit Plan classifies those bonds in Classes 1A-233, 1A-234, 1A-235, 1A-236,
1A-237, 1A-238, 1A-239, 1A-240 and 1A-241 (DWSD Sewer Bond Series 2001-
C(2)), and 1A-306 (DWSD Sewer Bond Series 2006-A).

®  FGIC Plan, Ex. B (Restructured Policy Terms) at § 1.1.A; Notice of Effective Date
and Initial CPP, InreFin. Guar. Ins. Co., No. 401265/2012 (N.Y . Sup. Ct. Aug. 19,
2013) (available at http://www.fgic.com/policyhol derinfocenter/) (* EGIC Notice of
Effective Date”).

2
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occurred with respect to certain other bonds insured by both FGIC and BHAC.
Specifically, as aresult of the City’ sfailureto pay interest on the Detroit Retirement
Systems Funding Trust 2006 Certificates of Participation Series 2006-A (*2006-A
COPs’) and FGIC’ s court-mandated failure (consistent with the FGIC Plan) to honor its
obligations as insurer of those securities, BHAC has aready had to make two payments
under a policy insuring approximately $10 million of those securities.

5. It is certain, therefore, that if the City defaults under the FGIC/BHAC
Insured Bonds, FGIC will pay only pennies on the dollar on any related policy claims
asserted against it, and BHAC will be required to make up the shortfall for nominal
holders of those bonds in accordance with the terms of its policies. For this reason,
BHAC isthe economic party in interest with respect to claims under the FGIC/BHAC
Insured Bonds, and should be entitled to vote as the exclusive “holder” of those bonds
under sections 1126(a) and 1126(c) of the United States Bankruptcy Code, 11 U.S.C. §

101, et seq. (the “Bankruptcy Code”).*

6. The documentation for the FGIC/BHAC Insured Bondsis entirely
consistent with the logical and equitable result that BHAC isthe “holder” entitled to vote.
The bond documentation unequivocally providesthat FGIC is, under the applicable
ordinances, the “holder” of those bonds for all enforcement and amendment purposes—
which include voting rights in bankruptcy—but only so long as FGIC isin compliance
with its payment obligations under the applicable policies. If FGIC fails to comply with

its obligations, the documentation makes equally clear that BHAC becomes the

*  BHAC s asserted right to vote on the Detroit Plan with respect to the FGIC/BHAC
Insured Bonds includes the right to make distribution elections under the Detroit
Plan for the bonds.

3
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designated “holder” entitled to assert those same voting rights and other remedies under
the applicable ordinances.

7. The meaning and intent of the bond documentation isto treat BHAC as
the holder of the bondsif and when FGIC defaults, which FGIC is certain to do. This

Court should give effect to the clear terms of the bond documentation.

FACTUAL BACKGROUND

. Insurers Control And Consent Rights Under Bond Documentation
A. Overview Of Insurers Relative Rights

8. FGIC issued financial guaranty insurance policies for the benefit of
holders of the FGIC/BHAC Insured Bonds in connection with the original issuance of the
bondsin 2001 and 2005. In 2008, at the time of the financial crisis, the bonds were
remarketed. In that remarketing, FGIC's policies remained in effect and BHAC—even
then perceived as amore financialy stable insurer than FGIC—issued additional
financial guaranty insurance policies for the benefit of the same bondholders. Both the
FGIC policies and the BHAC policies guarantee the scheduled payment when due of the
principa of and interest on the FGIC/BHAC Insured Bonds, but BHAC' s obligations
stand behind those of FGIC: only if FGIC failsto meet its obligationsis BHAC required
to make any payment.

0. This remarketing transaction, a product of the 2008 financia crisis, was
without precedent in the municipal finance market at thetime. In atypica secondary
insurance arrangement, an individual bondholder purchases additional insurance
protection for itsinsured bonds behind the scene, without the participation or even

knowledge of the bond issuer or primary insurer. By contrast, the remarketing of the

4
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FGIC/BHAC Insured Bonds was done as part of a complex, negotiated transaction in
which FGIC, the City and the applicable bond trustees all participated and consented. As
acondition to issuing its policies, BHAC negotiated and obtained, directly from the City
and the applicable bond trustees as part of the documentation for the remarketed bonds,
broad control and consent rights. Under the remarketing deal, so long as FGIC continued
performing its obligations under its policies, FGIC would continue to enjoy the broad
control and consent rights granted to it when the bonds were originally issued. Upon a
FGIC default, however, those control and consent rights shift to BHAC together with the

economic risk of loss.

B. BHAC’s Control And Consent Rights

10.  The documentation for the FGIC/BHAC Insured Bonds provides that
BHAC isa“holder” of the FGIC/BHAC Insured Bonds for all purposes (other than
receiving notices of default) under the applicable ordinances, including voting rights

under Bankruptcy Code section 1126(a).” See To Decl. Ex. 1 (BHAC Sewer

> BHAC srights under the FGIC/BHAC Insured Bonds are found in two substantially
identical supplements to the prior sale orders for these bonds. Declaration of My Chi
To in Support of Berkshire Hathaway Assurance Corporation’s Notice of Asserted
Right to Vote Claims, dated May 23, 2014, filed concurrently herewith (“To Decl.”)
Ex. 1 (Supplement to Prior Sale Orders of Finance Director of the City of Detroit
with respect to $122,905,000 Sewage Disposal System Senior Lien Revenue
Refunding Bonds (Modal Fixed Rate) Series 2001(C-2), $136,150,000 Sewage
Disposal System Second Lien Revenue Bonds (Modal Fixed Rate) Series 2001(E)
and $123,655,000 Sewage Disposal System Revenue Second Lien Bonds (Fixed
Rate) Series 2006(A), dated May 1, 2008) (“BHAC Sewer Supplement”) at Ex. A
(Additional Bond Insurer Requirements Berkshire Hathaway Assurance Corporation)
(“BHAC Requirements’); id. Ex. 2 (Supplement to Prior Sale Orders of Finance
Director of the City of Detroit with respect to $190,405,000 City of Detroit Water
Supply System Revenue Refunding Second Lien Bonds (Fixed Rate), Series 2001-C
and $194,900,000 Water Supply System Revenue Senior Lien Bonds (Fixed Rate),
Series 2005-B, dated May 6, 2008) (“BHAC Water Supplement”) at Ex. A (BHAC
Requirements).

5
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Supplement) at Ex. A (BHAC Requirements) § 1(c) (“For al purposes of the Bond
Ordinance except the giving of notice of default to Holders of the Bonds, BHAC shall be
deemed to be a holder of the Bonds.”); id. Ex. 2 (BHAC Water Supplement) at Ex. A
(BHAC Requirements) 8 1(c) (same).

11.  The bond documentation also provides BHAC with consent rights for (i)
any acceleration or annulment of the bonds and (ii) any amendment or supplement to the
applicable ordinances. To Decl. Ex. 1 (BHAC Sewer Supplement) at Ex. A (BHAC
Reguirements) § 1(a) (“Any acceleration of the Bonds or any annulment thereof is
subject to the prior written consent of BHAC.”); § 2(a) (* Any amendment or supplement
to the Bond Ordinance requiring consent of Holders of the Bonds is also subject to
written consent of BHAC before it shall become effective.”); id. Ex. 2 (BHAC Water
Supplement) at Ex. A (BHAC Requirements) 88 1(a); 2(a) (same).

12. In addition, the rights granted to BHAC under the bond documentation
broadly incorporate all of FGIC’s control and consent rights, which BHAC is entitled to
exercise in the event of a FGIC default. See To Decl. Ex. 1 (BHAC Sewer Supplement)
at Ex. A (BHAC Requirements), Preamble (incorporating “all terms and conditions of the
requirements imposed by Financial Guaranty Insurance Company (‘ FGIC’) on the Bonds
when originally issued”); id. Ex. 2 (BHAC Water Supplement) at Ex. A (BHAC

Reguirements), Preamble (same).

C. FGIC’s Control And Consent Rights, Subject To A FGIC Default

13. FGIC sinitia control and consent rights are largely the same for each
series of FGIC/BHAC Insured Bonds. In each case, at the time of the original bond issue

and continuing until a FGIC default, FGIC had the status of the “holder” of the bonds for

6
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amost every purpose, including exercise of remedies, accel eration, amendment and
annulment of the bonds.

14.  With respect to DWSD Sewer Bond Series 2001-E,° FGIC was “ deemed
to be the sole holder of the FGIC Insured Securities’ for “all purposes of the Bond
Ordinance except the giving of notice of default to Holders of FGIC Insured Securitieg[.]”
To Decl. Ex. 3 (Sewer Composite Sale Order) at Annex E (Sewer Financia Guaranty
Insurance Supplement) 8§ 1-1.03 (italicsin original). The Sewer Financial Guaranty
Insurance Supplement also provided FGIC or its successors consent rights for (i) any
acceleration or annulment of the bonds and (ii) any amendment or supplement to the
applicable ordinances. Id. at 8§ 1-1.01 (“Any acceleration of the FGIC Insured Securities
or any annulment thereof is subject to the prior written consent of [FGIC or its
successor].”); id. at 8 1-2.02(b) (“ Any other amendment or supplement to the Bond
Ordinance requiring consent of Holders of FGIC Insured Senior Lien Bonds or FGIC
Insured Second Lien Bonds is aso subject to written consent of [FGIC or its successor]
before it shall become effective as to FGIC Insured Senior Lien Bonds or FGIC Insured

Second Lien bonds, as the case may be.”).

®  FGIC srights under DWSD Sewer Bond Series 2001-E were established pursuant to
acomposite sale order for several different series of bonds, with specific terms for
this series included in a supplement to that sale order. See To Decl. Ex. 3
(Composite Sale Order of the Finance Director of the City of Detroit with respect to
Series 2001 Securities) (the “ Sewer Composite Sale Order”); id. Ex. 4 (The Variable
Rate Mode Supplement and Agreement among City of Detroit, as Issuer, U.S Bank
Trust National Association, as Transfer Agent, and U.S Bank Trust National
Association, as Tender Agent, Dated as of September 1, 2001) (the “ Sewer Variable
Rate Supplement”). Terms applicable to FGIC’ sinsurance for DWSD Sewer Bond
Series 2001-E were attached as a supplement to, and incorporated in, the Sewer
Composite Sale Order. See To Decl. Ex. 3 (Sewer Composite Sale Order) at Annex
E (the " Sewer Financial Guaranty Insurance Supplement”).

7
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15. DWSD Water Bonds Series 2001-C and 2005-B provided similar control
and consent rights from issuance and continuing until a FGIC default. The DWSD Water
Bonds Series 2001-C’ state that the “Bond Insurer shall be deemed to be the sole holder
of the Bonds it hasinsured” for “all purposes of the Ordinance or Bond Resolution
provisions governing events of default and remedies, except the giving of notice of
default to Bondholderg[.]” To Decl. Ex. 6 (Water 2001-C Variable Rate Supplement) at
Ex. C (Water 2001-C Bond Insurer Requirements) 8§ 2(e). With respect to DWSD Water
Bonds Series 2005-B,? the sale order did not expressly refer to FGIC as a“holder” of the
bonds, but, along with DWSD Water Bonds Series 2001-C, expressly provided FGIC and
its successors with broad consent rights over amendments, accel eration and annulment of
the bonds. To Decl. Ex. 6 (Water 2001-C Variable Rate Supplement) at Ex. C (Water
2001-C Bond Insurer Requirements) 8 2(c) (any acceleration or annulment of the bonds);
8 3(a) (any amendment or supplement to the Bond Ordinance or Bond Resolution); id.

Ex. 7 (Water 2005-B Sale Order) at 8 702(i) (any amendment to the Bond Ordinance).

" FGIC srights under DWSD Water Bonds Series 2001-C were established pursuant
to asale order and supplement, which include terms related to the bonds and their
insurance. To Decl. Ex. 5 (Sale Order of Finance Director of the City of Detroit with
respect to $192,290,000 City of Detroit Water Supply System Revenue Refunding
Second Lien Bonds (Variable Rate Demand), Series 2001-C, dated May 31, 2001)
(the “Water 2001-C Sale Order”); id. Ex. 6 (Variable Rate Demand Bonds
Supplement and Agreement among City of Detroit, as Issuer, U.S Bank Trust
National Association, as Trustee and Transfer Agent, and U.S Bank Trust National
Association, as Tender Agent, Dated as of May 31, 2001) (the “Water 2001-C
Variable Rate Supplement”) at Ex. C (Bond Insurer Requirements) (the “Water
2001-C Bond Insurer Requirements”).

8 FGIC srights under DWSD Water Bonds Series 2005-B were established pursuant
toasaeorder. To Decl. Ex. 7 (Sale Order of Finance Director of the City of Detroit
with respect $195,000,000 City of Detroit Water Supply System Revenue Senior
Lien Bonds (Variable Rate Demand), Series 2005-B, dated March 22, 2005) (the
“Water 2005-B Sale Order™).

8
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16.  Thus, the express language of the relevant bond documentation, in the first
instance, provided FGIC with rights as the “holder” of the bonds. The bonds al so,
however, expressly provided that FGIC was to forfeit its ability to exercise theserightsiif
it failed to comply with its payment obligations under the applicable policies. See To
Decl. Ex. 3 (Sewer Composite Sale Order) at Annex E (Sewer Financial Guaranty
Insurance Supplement) 8 1.02 (FGIC’ srightsin effect “for only so long as Financia
Guaranty Insurance Company . . . has not failed to comply with its payment obligations
under the FGIC Bond Insurance Policy”); id. Ex. 6 (Water 2001-C Variable Rate
Supplement) at Ex. C (Water 2001-C Bond Insurer Requirements) 8 2(c) (“Any
acceleration of the Bonds or any annulment thereof shall be subject to the prior written
consent of [FGIC or its successor] (if it has not failed to comply with its payment
obligations under the Bond Insurance Policy).”); id. at 8§ 2(e) (“For al purposes of the
Ordinance or Bond Resolution provisions governing events of default and remedies,
except the giving of notice of default to Bondholders, [FGIC or its successor] shall be
deemed to be the sole holder of the Bonds it has insured for so long asit has not failed to
comply with its payment obligations under the Bond Insurance Policy.”).

17.  The applicable bond documentation provides that BHAC becomes, for
voting and other enforcement purposes, the holder of the applicable FGIC/BHAC Insured
Bondsif FGIC fails to comply with itsinsurance obligations. See, e.g., To Decl. Ex. 8
(Remarketing Circular for $382,710,000 City of Detroit, Michigan Sewage Disposal

System, Dated May 1, 2008) (“ Sewer Bond Remarketing Circular”) at 22 (“So long as

FGIC's policy isin effect, FGIC shall be deemed to be the sole holder of the Fixed Rate

Bonds for purposes of this provision. If FGIC's policy isnot in effect, BHAC shall be

9
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deemed to be the sole holder of the Fixed Rate Bonds for purposes of this provision
[Bondholder Rights and Remedies], so long as BHAC' s policy isin effect.”); id. Ex. 9
(Remarketing Circular for $385,305,000 City of Detroit, Michigan Water Supply System,

Dated May 6, 2008) (“Water Bond Remarketing Circular”) at 21 (same).

. Procedural Background

18. On July 18, 2013, the City filed avoluntary petition for relief with this
Court under chapter 9 of the Bankruptcy Code. Since that date, the City has continued to
pay debt service as and when due on the FGIC/BHAC Insured Bonds.

19. Before the applicable bar date, BHAC filed a proof of claim in this chapter
9 case setting forth the basis for its claim for (i) all of itsrightsto payment and other
rights and claims, including, without limitation, any rights of subrogation with respect to
the FGIC/BHAC Insured Bonds and (ii) all other rights and claims arising under or with
respect to the applicable bond documentation [Proof of Claim #1158].

20.  On February 21, 2014, the City filed a plan for the adjustment of its debts
and arelated disclosure statement [Docket Nos. 2708 and 2709]. The City filed amended
plans and amended disclosure statements on March 31, 2014 [Docket Nos. 3380 and
3382], April 16, 2014 [Docket Nos. 4140 and 4141] and on April 25, 2014 [Docket Nos.
4271 and 4272]. On April 7, 2014, BHAC filed its Limited Objection to Motion of the
City of Detroit for Approval of the Proposed Disclosure Statement [Docket No. 3856].
The Disclosure Statement and Detroit Plan were filed on May 5, 2014, and this Court
approved the Disclosure Statement on May 5, 2014 [Docket No. 4401].

21. On March 11, 2014, the Court ordered parties, including bond insurers, to

file notices of asserted rights to vote claims and briefs in support thereof. Order (1)

10
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Establishing Procedures for Solicitation and Tabulation of Votesto Accept or Rgect Plan
of Adjustment and (I1) Approving Notice Procedures Related to Confirmation of the Plan
of Adjustment, at 8§ 9.a[Docket No. 2984]. On April 21, 2014, the Court ordered that
such notices and briefs be filed on May 26, 2014. Fourth Amended Order Establishing
Procedures, Deadlines and Hearing Dates Relating to the Debtor’ s Plan of Adjustment, at
8 8(b) [Docket No. 4202]. At ahearing on May 15, 2014, the Court adjusted the
schedule so that the notices and briefs were to be filed on May 27, 2014.

22. On May 12, 2014, BHAC filed an Objection to Confirmation of Fourth

Amended Plan for the Adjustment of Debts of the City of Detroit [Docket No. 4657].

ARGUMENT

23.  Section 1126(a) of the Bankruptcy Code provides that “[t]he holder of a
claim or interest allowed under section 502 of this title may accept or rgject aplan.” 11
U.S.C. 8§1126(a). Section 1126(c) further providesthat “[a] class of claims has accepted
aplan if such plan has been accepted by creditors. . . that hold at least two-thirdsin
amount and more than one-half in number of the allowed claims of such class held by
creditors. . . that have accepted or rejected such plan.” 11 U.S.C. § 1126(c). Both
sections are made applicable to chapter 9 by section 901(a). 11 U.S.C. § 901(a)
(incorporating by reference, among others, sections 1126(a) and 1126(c)).

24.  The Court should give effect to the clear terms of the bond documentation
and determine that BHAC isthe “holder” of the FGIC/BHAC Insured Bonds for voting
purposes under section 1126(a) of the Bankruptcy Code.

25.  Inthedternative, if this Court finds that BHAC is not the holder, or

otherwise entitled to vote on behalf, of the FGIC/BHAC Insured Bonds, no party entitled

11
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to vote the bonds may do so without BHAC' s prior written consent given that (i) the bond
documentation expressly requires BHAC' s consent for any annulment of the bonds
(which is effectively what the Detroit Plan provides by exchanging existing bonds for
new bonds with different terms), and (ii) BHAC, and not the nominal holders of the
bonds (or FGIC), will bear the overwhelming share of the economic consequences of any
impairment of the bonds.

l. The Bond Documentation Clearly Provides That The Insurer Of The

FGIC/BHAC Insured Bonds s The Holder For Purposesof Voting on
The Detroit Plan.

26.  The documentation for the FGIC/BHAC Insured Bonds clearly provides
that BHAC isaholder of the bonds “[f]or all purposes of the Bond Ordinance except the
giving of notice of default to Holders of the Bonds[,]” including for voting purposesin
this chapter 9 case. To Decl. Ex. 1 (BHAC Sewer Supplement) at Ex. A (BHAC
Reguirements) § 1(c); id. Ex. 2 (BHAC Water Supplement) at Ex. A (BHAC
Requirements) 8§ 1(c). The documentation aso reinforces BHAC' srights as a holder of
the bonds by incorporating “all terms and conditions of the requirements’ imposed by
FGIC on the FGIC/BHAC Insured Bonds. To Decl. Ex. 1 (BHAC Sewer Supplement) at
Ex. A (BHAC Requirements) Preamble; id. Ex. 2 (BHAC Water Supplement) at Ex. A
(BHAC Requirements) Preamble.

27. FGIC’ srequirements in connection with the FGIC/BHAC Insured Bonds
provide that FGIC was the holder of the bonds under the applicable ordinances—and
therefore for voting purposes under chapter 9—so long as FGIC was able to comply with
its payment obligations under the applicable policies. The Sewer Financial Guaranty

Insurance Supplement provides that “[f]or all purposes of the Bond Ordinance except the
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giving of notice of default to Holders of FGIC Insured Securities, [FGIC or its successor]
shall be deemed to be the sole holder of the FGIC Insured Securities.” To Decl. Ex. 3
(Sewer Composite Sale Order) at Annex E (Sewer Financial Guaranty Insurance
Supplement) 8 1-1.03 (italicsin original). The Water 2001-C Bond Insurer Requirements
provide that “for all purposes of the Ordinance or Bond Resolution provisions governing
events of default and remedies, except the giving of notice of default to Bondholders,
[FGIC or its successor] shall be deemed to be the sole holder of the Bonds it has insured
for solong asit has not failed to comply with its payment obligations under the Bond
Insurance Policy.” To Decl. Ex. 6 (Water 2001-C Variable Rate Supplement) at Ex. C
(Water 2001-C Bond Insurer Requirements) § 2(e).

28. Courts have given effect to “no action” clauses, such as the language
recognizing BHAC or FGIC as the “holder” of the FGIC/BHAC Insured Bonds, in
bankruptcy. Specifically, the agreements of nominal holders of bonds to cede their
bankruptcy rights to insurers are both permissible and enforceable, in the context of the
insurers agreement to make those nominal holders whole in the event of issuer default.
See, eg., InreAm. Rds. LLC, 496 B.R. 727 (Bankr. S.D.N.Y. 2013). In American Roads,
Judge Lifland held that, where “financing documents [made] clear that the limitations on
the Bondholders' collective action rights and the del egation of authority to [the bond
insurer were] substantial[,]” the bond insurer—not the bondholders—had standing as the
creditor in the bankruptcy case. Id. at 730.

29.  Thebondsat issue in American Roads were similar to the FGIC/BHAC
Insured Bonds. Specifically, the contracts in American Roads provided, among other

things, that (i) the insurer “ controls the enforcement of rights and remedies upon an event
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of default” and (ii) the insurer *has been appointed as the ‘ sole holder’ and the ‘sole
representative’ for all purposes under the financing documents[.]” Id. These provisions
gave the insurer exclusive standing to enforce the bonds, implicitly including the right to
vote on a plan in bankruptcy, even though they did not “contain specific language barring
[the bondholders'] participation in bankruptcy proceedings’ because they
“unambiguously prevent[ed] bondholders from asserting any claimsto collateral or
enforcing any rights against the Debtors, whether or not the Debtors [were] in insolvency
proceedings.” Id. at 731.

30.  Oneof thefactorsin the American Roads decision was that the
bondholders were sophisticated investors “fully aware of the implications” of their
waivers of rights. 1d. at 732 (citing In re lon Media Networks, 419 B.R. 585, 593-97
(Bankr. S.D.N.Y. 2009); Inre GSC, Inc., 453 B.R. 132, 164 n. 47 (Bankr. S.D.N.Y.
2011); In re Erickson Ret. Cntys., 425 B.R. 309, 314-16 (Bankr. N.D. Tex. 2010); Inre
Aereosol Packaging LLC, 362 B.R. 43, 47 (Bankr N.D. Ga. 2006)). Similarly, inthis
case, many—if not most—of the holders of the FGIC/BHAC Insured Bonds are
sophisticated institutional investors who were undoubtedly aware of the implications of
the “holder” language. See, e.g., Obj. of the Ad Hoc Comm. of DWSD Bondholdersto
the City’ s Fourth Am. Plan of Adjustment and Joinder to the DWSD Bond Trustee's Obj.
to the City’ s Fourth Am. Plan of Adjustment [Docket No. 4671] at 1 n. 1 (“Ad Hoc
Committee members are BlackRock Financial Management, Inc., Eaton Vance
Management, Fidelity Management & Research Company, Franklin Advisers, Inc. and

Nuveen Asset Management.”).
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31.  Therefore, as between the nominal holders of the FGIC/BHAC Insured
Bonds on the one hand and FGIC and BHAC on the other, the insurers are the holders of
the bonds and are entitled to vote. Before FGIC' s insolvency, FGIC would have been
entitled to vote. Now, because FGIC is not in a position to honor policy claimsin respect
of the FGIC/BHAC Insured Bonds, it should not be recognized as the holder of the bonds
for purposes of sections 1126(a) and 1126(c) of the Bankruptcy Code.’
. Because FGIC IsInsolvent And Will Not Honor 1ts Obligations As A

Bond Insurer, BHAC IsTheHolder Of The FGIC/BHAC Insured
Bonds Entitled To Vote.

32. Upon FGIC' sfailure to comply with its payment obligations under the
applicable policies, the bond documentation makes clear that BHAC becomes, for voting
purposes, the holder of the FGIC/BHAC Insured Bonds under the applicable ordinances.

33. Under the plain meaning of the Sewer Financial Guaranty Insurance
Supplement and Water 2001-C Bond Insurer Requirements, FGIC is deemed the holder
of the FGIC/BHAC Insured Bonds only for so long it as complies with its payment
obligations under the applicable policies. See To Decl. Ex. 3 (Sewer Composite Sale
Order) at Annex E (Sewer Financial Guaranty Insurance Supplement) § 1.02 (rightsin
effect “for only so long as[FGIC] . . . has not failed to comply with its payment
obligations under the FGIC Bond Insurance Policy”); id. Ex. 6 (Water 2001-C Variable

Rate Supplement) at Ex. C (Water 2001-C Bond Insurer Requirements) 88 2(c), 2(e)

BHAC joinsin any additional arguments made by FGIC in its brief in support of its
notice of asserted voting rights with respect to the FGIC/BHAC Insured Bonds
solely to the extent that such arguments establish that the insurer, and not the
nominal holders of the bonds, is entitled to vote on the Detroit Plan.

15
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(rights contingent on FGIC “not fail[ing] to comply with its payment obligations under
the Bond Insurance Policy”).

34. Upon FGIC' sfailure to comply with its payment obligations under the
applicable policies, however, BHAC becomes the holder of the FGIC/BHAC Insured
Bonds under the applicable ordinances by virtue of the expressincorporation in the
BHAC Requirements of “all terms and conditions of the requirements imposed by
Financial Guaranty Insurance Company (‘FGIC’) on the Bonds when originaly
issued[.]” To Decl. Ex. 1 (BHAC Sewer Supplement) at Ex. A (BHAC Requirements),
Preamble; id. Ex. 2 (BHAC Water Supplement) at Ex. A (BHAC Requirements),
Preamble. See also To Ex. 8 (Sewer Bond Remarketing Circular) at 22 (“So long as
FGIC's policy isin effect, FGIC shall be deemed to be the sole holder of the Fixed Rate
Bonds for purposes of this provision. If FGIC's policy isnot in effect, BHAC shall be
deemed to be the sole holder of the Fixed Rate Bonds for purposes of this provision
[Bondholder Rights and Remedies], so long as BHAC s policy isin effect.”); id. Ex. 9
(Water Bond Remarketing Circular) at 21 (same).

35. FGIC isan insolvent insurer operating under the constraints of a court-
approved plan of rehabilitation that plainly prohibits FGIC from honoring its policy
obligations relating to the FGIC/BHAC Insured Bonds. Specifically, under the FGIC
Plan, FGIC is currently prohibited from paying more than 17 cents on the dollar on any
policy claims and is never expected to be able to pay anywhere close to the full amount
of the abligations. FGIC Plan Ex. B (Restructured Policy Terms) at 8§ 1.1.A; FGIC
Notice of Effective Date; Disclosure Statement for Plan of Rehabilitation for Financial

Guaranty Insurance Company, Inre Fin. Guar. Ins. Co., No. 401265/2012, at 2 (N.Y.
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Sup. Ct. Sept. 21, 2012) (available at http://www.fgic.com/policyhol derinfocenter/)

(“EGIC Disclosure Statement”) (projecting “the average ultimate recovery” for

policyholders to be * approximately 24% to 25% of each Permitted Policy Claim™). In
fact, as aresult of FGIC' s failure to honor policy claims as mandated by the FGIC Plan,
BHAC has already had to make two payments under a policy insuring approximately
$10 million of 2006-A COPsin respect of interest payments due on June 15, 2013 and
December 15, 2013.

36. Under the terms of the bond documentation, FGIC forfeitsitsrightsas a
“holder” if BHAC isrequired to step in to make bondholders whole, even if FGIC makes
apartial payment: FGIC’s control and consent rights are forfeited to BHAC if FGIC
fails, in any way, “to comply with its payment obligations’ under its insurance policies.
Under the FGIC policies, FGIC is obligated to pay “that portion of the principal and
interest on the. . . debt obligations. . . which shall become Due for Payment but shall be
unpaid by reason of Nonpayment by the Issuer.” To Decl. Ex. 10 (Municipal Bond New
Issue Insurance Policy Number 01010573) at 1; seealsoid. Ex. 11 (Municipal Bond New
Issue Insurance Policy Number 05010189) at 1; id. Ex. 12 (Municipal Bond New Issue
Insurance Policy Number 0102198) at 1. FGIC’s court-mandated prohibition, under the
FGIC Plan, from paying anything beyond a fraction of scheduled amounts due on the
FGIC/BHAC Insured Bondsis afailure “to comply with its payment obligations.”

37. No policy claims have been made in respect of the FGIC/BHAC Insured
Bonds to date because the City has been paying debt service as and when due on these
bonds. However, should the Detroit Plan be confirmed as currently proposed, these

bonds will beimpaired and policy claimswill almost certainly be made, at a minimum,
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for any reduction in scheduled interest payments between the existing bonds and the new
bonds to be issued under the Detroit Plan. In that event, given the terms of the FGIC
Plan, BHAC will be responsible for approximately 83% of any policy claim made (while
the percentage contribution may vary, it is clear that under any scenario, FGIC will pay
only asmall percentage of policy claims and BHAC will be responsible for making
nominal holders whole for the remained). See FGIC Disclosure Statement at 2
(projecting policyholders ultimately to recover only 24%-25% of their policy clams).

38. Under these circumstances, FGIC should not be permitted to retain its
rights under the FGIC/BHAC Insured Bonds, including its right as a holder of the bonds.
The Court should give effect to the clear terms of the bond documentation and determine
that BHAC, and not FGIC, is the holder of the FGIC/BHAC Insured Bonds for purposes
of sections 1126(a) and 1126(c) of the Bankruptcy Code.*°

1. Neither The Nominal Holders Of The FGIC/BHAC Insured Bonds Nor

FGIC Should Be Entitled To Vote Those Bonds Without BHAC s Prior
Written Consent.

39. If this Court finds that BHAC is not the holder, or otherwise entitled to
vote on behalf, of the FGIC/BHAC Insured Bonds, no party entitled to vote the bonds
may do so without BHAC' s prior written consent given that (i) the bond documentation

expressly requires BHAC' s consent for any annulment of the bonds and (ii) BHAC,

% In the event that this Court finds the bond documentation to be ambiguous, the Court

still should determine that BHAC is entitled to vote on behalf of the FGIC/BHAC
Insured Bonds. Under Michigan law, when a contract is capable of two different
constructions, courts “prefer areasonable and fair construction over alessjust and
less reasonabl e construction.” Gen. Star Nat. Ins. Co. v. Boudreau, No. 287456,
2010 WL 143475, at *2 (Mich. App. Jan. 14, 2010) (quoting Schroeder v. Terra
Energy, 223 Mich. App. 176, 189 (Mich. App. 1997)).
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rather than FGIC or any nominal holders of the bonds, will bear the overwhelming share
of the economic consequences of any impairment of the bonds.

40. Both the BHAC Requirements and the Sewer Financial Guaranty
Insurance Supplement and Water 2001-C Bond Insurer Requirements incorporated in the
bond documentation for BHAC’ s benefit, all of which are agreements to which the City
is aparty, state that any annulment of the bondsis subject to BHAC' s prior written
consent. See To Decl. Ex. 3 (Sewer Composite Sale Order) at Annex E (Financid
Guaranty Insurance Supplement) § 1-1.01; id. Ex. 6 (Water 2001-C Variable Rate
Supplement) at Ex. C (Water 2001-C Bond Insurer Requirements) 8 2(c); id. Ex. 1
(BHAC Sewer Supplement) at Ex. A (BHAC Requirements) 8§ 1(a); id. Ex. 2 (BHAC
Water Supplement) at Ex. A (BHAC Requirements) 8§ 1(a). They further state that any
amendment or supplement to the Bond Ordinance requires BHAC' s prior written consent.
See To Decl. Ex. 3 (Sewer Composite Sale Order) at Annex E (Financial Guaranty
Insurance Supplement) § 1-2.02(b); id. Ex. 6 (Water 2001-C Variable Rate Supplement)
at Ex. C (Water 2001-C Bond Insurer Requirements) 8 3(a); id. Ex. 1 (BHAC Sewer
Supplement) at Ex. A (BHAC Requirements) § 2(a); id. Ex. 2 (BHAC Water
Supplement) at Ex. A (BHAC Requirements) § 2(a).

41.  The Detroit Plan effectively proposes cancelling existing DWSD bonds
for new DWSD bonds, which would require BHAC' s prior written consent. See Detroit
Plan at 11.B.3.aii.** BHAC's express consent rights prohibit the nominal holders of the

FGIC/BHAC Insured Bonds from unilaterally voting on the Detroit Plan, and allowing

1 The common understanding of the term “annulment” is that it is synonymous with

“cancellation.” See Black’s Law Dictionary, annulment (“1. The act of nullifying or
making void.”); Id., cancellation (“. . . 2. An annulment or termination of a promise
or an obligation.”).
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these bondholders, rather than BHAC, to unilaterally vote on the Detroit Plan would
defeat those rights. At a minimum, therefore, the nominal holders of the FGIC/BHAC
Insured Bonds (or FGIC, if it is determined to be entitled to vote on their behalf) must
obtain BHAC' s written consent prior to voting.® See Am. Rds., 496 B.R. at 730 (clause
precluding bondholders from “institut[ing] or direct[ing] proceedings with respect to the
enforcement of the terms of the financing documents without the consent” of insurers
was afactor in determining that insurers—not bondholders—had standing in bankruptcy
proceeding).

42. It is appropriate for this Court to enforce BHAC' s bargained-for consent
rights. Broad control rightsin favor of bond insurers are important and customary terms
of insured financings because the insurers, and not the insureds, bear the risk of loss
associated with the bonds. In this case, given that BHAC will bear the overwhelming
share of the economic consequences of any impairment of the bonds, it would be
inequitable to allow either the nomina holders of these bonds or FGIC to vote on the

Detroit Plan in respect of these bonds, without BHAC' s prior written consent.

[ Rest of page intentionally left blank]

2 BHAC reserves the right to deny coverage to any bondholder that votes on the

Detroit Plan without the prior written consent of BHAC.
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WHEREFORE, BHAC respectfully requests that this Court determine that BHAC
isthe holder, or is otherwise entitled to vote (and make distribution elections) on behalf,
of the FGIC/BHAC Insured Bonds, and grant BHAC such further relief as this Court

deemsjust and proper.

Dated: New York, New Y ork
May 23, 2014

Respectfully submitted,

/' My Chi To
DEBEVOISE & PLIMPTON LLP

M. Natasha Labovitz

My Chi To

919 Third Avenue

New York, New York 10022
Telephone:  (212) 909-6000
Facsimile: (212) 909-6836
nlabovitz@debevoise.com
mcto@debevoise.com

Attorneys for Berkshire Hathaway
Assurance Corporation
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IN THE UNITED STATESBANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MICHIGAN

Inre: ) Chapter 9
)
CITY OF DETROIT, MICHIGAN, ) Case No. 13-53846
)
Debtor. ) Hon. Steven W. Rhodes

DECLARATION OF MY CHI TO IN SUPPORT OF
BERKSHIRE HATHAWAY ASSURANCE CORPORATION’S
NOTICE OF ASSERTED RIGHT TO VOTE CLAIMS

1 | am over the age of 18 and am a partner at the law firm of Debevoise &
Plimpton LLP, counsel for Berkshire Hathaway Assurance Corporation.

2. Attached hereto as Exhibit 1 isatrue and correct copy of the Supplement
to Prior Sale Orders of Finance Director of the City of Detroit with respect to
$122,905,000 Sewage Disposal System Senior Lien Revenue Refunding Bonds (Modal
Fixed Rate) Series 2001(C-2), $136,150,000 Sewage Disposal System Second Lien
Revenue Bonds (Modal Fixed Rate) Series 2001(E) and $123,655,000 Sewage Disposal
System Revenue Second Lien Bonds (Fixed Rate) Series 2006(A), dated May 1, 2008.

3. Attached hereto as Exhibit 2 isatrue and correct copy of the Supplement
to Prior Sale Orders of Finance Director of the City of Detroit with respect to
$190,405,000 City of Detroit Water Supply System Revenue Refunding Second Lien
Bonds (Fixed Rate), Series 2001-C and $194,900,000 Water Supply System Revenue

Senior Lien Bonds (Fixed Rate), Series 2005-B, dated May 6, 2008.
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4, Attached hereto as Exhibit 3 isatrue and correct copy of the Composite
Sale Order of the Finance Director of the City of Detroit with respect to Series 2001
Securities.

5. Attached hereto as Exhibit 4 isatrue and correct copy of the Variable
Rate Mode Supplement and Agreement among City of Detroit, as Issuer, U.S Bank Trust
National Association, as Transfer Agent, and U.S Bank Trust National Association, as
Tender Agent, Dated as of September 1, 2001.

6. Attached hereto as Exhibit 5 isatrue and correct copy of the Sale Order
of Finance Director of the City of Detroit with respect to $192,290,000 City of Detroit
Water Supply System Revenue Refunding Second Lien Bonds (Variable Rate Demand),
Series 2001-C, dated May 31, 2001.

7. Attached hereto as Exhibit 6 isatrue and correct copy of the Variable
Rate Demand Bonds Supplement and Agreement among City of Detroit, as Issuer, U.S
Bank Trust National Association, as Trustee and Transfer Agent, and U.S Bank Trust
National Association, as Tender Agent, Dated as of May 31, 2001.

8. Attached hereto as Exhibit 7 isatrue and correct copy of the Sale Order
of Finance Director of the City of Detroit with respect $195,000,000 City of Detroit
Water Supply System Revenue Senior Lien Bonds (Variable Rate Demand), Series 2005-
B, dated March 22, 2005.

9. Attached hereto as Exhibit 8 isatrue and correct copy of the Remarketing
Circular for $382,710,000 City of Detroit, Michigan Sewage Disposal System, Dated

May 1, 2008.
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10.  Attached hereto as Exhibit 9 isatrue and correct copy of the Remarketing
Circular for $385,305,000 City of Detroit, Michigan Water Supply System, Dated May 6,
2008.

11.  Attached hereto as Exhibit 10 isatrue and correct copy of FGIC
Municipa Bond New Issue Insurance Policy Number 01010573.

12.  Attached hereto as Exhibit 11 isatrue and correct copy of FGIC
Municipa Bond New Issue Insurance Policy Number 05010189.

13.  Attached hereto as Exhibit 12 isatrue and correct copy of FGIC
Municipa Bond New Issue Insurance Policy Number 01012198.

14. Pursuant to 28 U.S.C. § 1746, | declare under penalty of perjury that the

foregoing is true and correct, to my persona knowledge.

Dated: New York, New Y ork /s My Chi To
May 23, 2014 My Chi To
3
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Exhibit 1
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Supplement to Prior Sale Orders of Finance Director of the City of Detroit
with respect to

$122,905,000
Sewage Disposal System
Senior Lien Revenue Refunding Bonds
(Modal Fixed Rate) Series 2001(C-2)
(the “Series 2001(C-2) Bonds)

$136,150,000
Sewage Disposal System
Second Lien Revenue Bonds
(Modal Fixed Rate) Series 2001(E)
(the “Series 2001(E) Bonds”)
and
$123,655,000
Sewage Disposal System
Revenue Second Lien Bonds
(Fixed Rate) Series 2006(A)
(the “Series 2006(A) Bonds”)
(collectively, the “Bonds”)

RECITALS

I. The Series 2001(C-2) Bonds were issued as variable rate bonds pursuant to a
Resolution authorizing the issuance of the Series 2001(C-2) Bonds, adopted by the City Council
on August 1, 2001, as amended October 10, 2001 (the “2001 C-2 Bond Resolution™), together
with the Composite Sale Order of the Finance Director of the City dated October 1, 2001, as
supplemented by a Variable Rate Mode Supplement and Agreement dated as of September 1,
2001, as amended April 23, 2008 (collectively, the “2001 C-2 Sale Order™).

2. The Series 2001(E) Bonds were issued as variable rate bonds pursuant to a
Resolution authorizing the issuance of the Series 2001(E) Bonds, adopted by the City Council on
August 1, 2001, as amended October 10, 2001 (collectively, the “2001 E Bond Resolution™),
together with the Composite Sale Order of the Finance Director of the City dated October 18,
<2001, as supplemented by a Variable Rate Mode Supplement and Agreement dated as of
September 1, 2001, as amended April 23, 2008 (collectively, the “2001 E Sale Order”).

3. The Series 2006(A) Bond were issued as variable rate bonds pursuant to a
Resolution authorizing the issuance of the Series 2006(A) Bonds, adopted by the City Council on
February 15, 2006 (the “2006 A Bond Resolution and, together with the 2001 C-2 Bond
Resolution and the 2001 E Bond Resolution, the “Prior Bond Resolutions”), together with the
Sale Order of the Interim Finance Director of the City dated August 4, 2006, as supplemented by
a Variable Rate Mode and Auction Rate Mode Supplement and Agreement dated as of August 1,
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2006, as amended April 23, 2008 (collectively, the “2006 A Sale Order” and, together with the
2001 C-2 Sale Order and the 2001 E Sale Order, the “Prior Sale Orders”™).

4. In connection with the fixed rate remarketing of the Bonds, the Finance Director
finds it necessary to supplement the Prior Sale Orders as herein provided.

Now, Therefore, the Finance Director of the City of Detroit hereby orders on behalf of
the City as follows:

ARTICLE I
AUTHORITY AND DEFINITIONS

Section 101. Authority. This Supplement to Prior Sale Orders is issued under
authority of the Prior Bond Resolutions and the Prior Sale Orders.

ARTICLE II
TERMS OF THE BONDS

Section 201. Captions, Purpose and Lien. The captions of the Bonds shall be as set
forth above and shall include the designation of their fixed rate status, as set forth above. Neither
the purpose nor the lien priority of the Bonds shall change as a result of their fixed rate
conversion.

Section 202. Terms of the Bonds. The Bonds shall bear interest at fixed rates, upon
the terms and conditions specified in the Remarketing Agreement entered into with UBS
Securities LLC, as Remarketing Agent, of even date herewith. Such terms are set forth in
Exhibit B to this Supplement to Prior Sale Orders.

Section 203. Reserve Requirement. The Senior Lien Bond Reserve Requirement after
remarketing of the Bonds will be $130,321,710 and the Second Lien Bond Reserve Requirement,
after remarketing of the Bonds, will be $83,285,401. Since each of the Reserve Accounts will be
fully funded upon remarketing of the Bonds, none of the remarketing proceeds will be used to
fund the Reserve Accounts.

ARTICLE III
APPROVAL OF REMARKETING AGREEMENT
AND-REMARKETING CIRCULAR

Section 301. Approval of Remarketing Agent and the Remarketing Agreement. The
Bonds shall be sold to UBS Securities LLC, Remarketing Agent pursuant to the Remarketing
Agreement between the City and the Remarketing Agent of even date herewith in substantially
the form presented on this date to the Finance Director. The purchase prices, discounts and
premiums for the Bonds, as set forth therein are hereby approved.

-2
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Section 302. Approval of Remarketing Circular. The form of the Remarketing
Circular relating to the Bonds confirmed as the Remarketing Circular of the City with respect to
the fixed rate remarketing of the Bonds.

ARTICLE IV
SWAP AGREEMENTS
Section 401. Approval of Swap Agreements.. In connection with the fixed rate

remarketing of the Bonds the Finance Director has determined that to more effectively manage
debt service it is in the City’s best interest to not terminate the existing floating to fixed interest
rate exchange agreements on the Bonds (the “Existing Swaps”), but rather to enter into fixed to
floating interest rate exchange agreements with the same counterparties, which offset the
Existing' Swaps (the “Mirror Swaps”) and leave the City with a net fixed rate payment equal to
the difference between the City’s fixed rate payment on the Existing Swaps and the fixed rate
receipt on the Mirror Swaps (the “Net Swap Payments”).

The Mirror SWap for the Series 2001(C-2) Bonds shall be with UBS AG, with a fixed
rate payment to the City of 3.578% and the Mirror Swap for the Series 2006(A) Bonds shall be
with Loop Financial Products I, LLC, with a fixed rate payment to the City of 3.6908%.

Section 402. Compliance With Swap Management Plan. The Finance Director hereby
determines and confirms that the Mirror Swaps comply in all respects with the provisions of the
City’s Swap Management Plan as now in effect.

Section 403. Treatment of Net Swap Payments. Under the Bond  Ordinance,
payments due on the Mirror Swaps, other than payments of fees and expenses, if any, are
included in the Debt Service Installment Requirement in accordance with the terms thereof.
Consequently, the Net Swap Payments will be included in debt service on the Bonds under the
Bond Ordinance.

ARTICLE V
CREDIT ENHANCEMENT

Section 501. Acceptance of Bond Insurance Commitment.

A. The Finance Director hereby determines that the Commitment of Berkshire
Hathaway Assurance Corporation (the “Insurer”) to provide a separate municipal bond insurance
policy for each series of the Bonds (collectively, the “Bond Policy”) to secure payment of the
principal of and interest on the Bonds when due, in the event that Financial Guaranty Insurance
Company is unable to pay, is in the best financial interests of the City and the System. The City
hereby makes the covenants and agreements contained in Exhibit A hereto for the benefit of the
Insurer with respect to the Bond Policy. Capitalized terms used in Exhibit A hereof and not
defined in the Bond Ordinance shall have the meanings assigned thereto in the Bond Policy or
the Bond Policy Commitment. To the extent of any conflict between the provisions of this
Supplement to Prior Sale Orders and the Bond Policy Commitment, the provisions of this
Supplement to Prior Sale Orders shall govern and the provisions of the Bond Policy

-3-
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Commitment shall be deemed to be amended as provided in this Supplement to Prior Sale
Orders.

B. The agreements of the City contained in Exhibit A hereto for the benefit of the
Insurer shall apply only so long as the Bond Policy remains in effect and the Insurer is not in
default thereunder; provided however that the agreements of the City shall continue so long as
any amounts due from the City thereunder remain outstanding.

ARTICLE VI
OTHER PROVISIONS OF GENERAL APPLICATION
UPON FIXED RATE REMARKETING OF BONDS

Section 601. Payment of Issuance Costs. The Finance Director shall pay Issuance
Costs in an aggregate approximate amount of $1,339,040.80 from the proceeds of the Bonds. In
addition, the Bond Policy premium in the amount of $12,921,428.39 shall be paid by the
Remarketing Agent on behalf of the City to the Insurer. Underwriter’s discount, in the amount
of $2,264,962.39, shall be paid to the Remarketing Agent in the form of a discount from the par
amount of the Bonds plus the original issue premium, which the Remarketing Agent shall be
required to pay upon closing

Section 602. Confirmation of Bond Counsel. The appointment of Lewis &
Munday, A Professional Corporation, as sole bond counsel for the Bonds is hereby ratified and
confirmed.

Section 603. Order a Contract. The provisions of this Supplement to Prior Sale
Orders shall constitute a contract between the City and any Bondholder.

Section 604. Book-Entry-Only Form. The Bonds shall be held in book-entry-only
form and the appointment of The Depository Trust Company, New York, New York, as
depository for the Bonds pursuant to the terms of the City’s Blanket Letter of Representations,
dated November 26, 1996, is hereby confirmed.

Section 605. Continuing Disclosure Agreement. The Bonds shall be subject to the
Master Continuing Disclosure Agreement with Respect to Sewage Disposal System Revenue
Bonds and Revenue Refunding Bonds, approved October 12, 1995.

This Supplement to Prior Sale Orders shall take effect immediately.

[remainder of page intentionally left blank]
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Signature Page Supplement to Prior Sale Orders

IN WITNESS WHEREOF, I have executed this Supplement to Prior Sale Orders this 1st
day of May, 2008.

Norman L. White,
Finance Director

May 1, 2008
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EXHIBIT A

ADDITIONAL BOND INSURER REQUIREMENTS
BERKSHIRE HATHAWAY ASSURANCE CORPORATION

In addition to incorporating herein by reference all terms and conditions of the
requirements imposed by Financial Guaranty Insurance Company (“FGIC”) on the Bonds when
originally issued in either 2001 or 2006 (and as may be amended thereafter), BHAC requires as
follows:

1. Acceleration and Annulment

(a) Any acceleration of the Bonds or any annulment thereof is subject to the prior written
consent of BHAC.

(b) BHAC shall receive immediate notice of any Payment Default and notice of any
other Event of Default known to the Transfer/Fiscal Agent or the City of Detroit
within 30 days of the Transfer/Fiscal Agent’s or the City’s knowledge thereof.

(c) For all purposes of the Bond Ordinance except the giving of notice of default to
Holders of the Bonds, BHAC shall be deemed to be a holder of the Bonds.

(d) BHAC is a party in interest and is a party entitled to (i) notify the City and the
Transfer/Fiscal Agent of the occurrence of an Event of Default and (ii) request the
Transfer/Fiscal Agent to intervene in judicial proceedings that affect the Bonds or the
security therefor. The Transfer/Fiscal Agent is required to accept notice of default
from BHAC.

2. Amendments to Bond Ordinance

(a) Any amendment or supplement to the Bond Ordinance requiring consent of Holders
of the Bonds is also subject to written consent of BHAC before it shall become
effective.

(b) Any rating agency having a rating in effect with respect to the Bonds must receive
notice of each such amendment or supplement to the Bond Ordinance requiring
consent of Holders of the Bonds and a copy thereof at least 15 days in advance of its
becoming effective.

(c) BHAC shall be provided with a full transcript of all proceedings relating to the
execution of any such amendment or supplement.

3. Fiduciaries.

(a) BHAC shall be furnished with written notice of the resignation or removal of any
Paying Agent or Trustee and the appointment of any successor thereto.

(b) No resignation or removal of any of the following with respect to the Bonds will be
effective until a successor has been appointed and has accepted the duties of the
respective office: Trustee; Paying Agent; Registrar.

A-1
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4. Redemption, Purchase and Tender of the Bonds

(a) Notice of any redemption of the Bonds shall either (i) explicitly state that the
proposed redemption is conditioned on there being on deposit in the applicable fund
or account on redemption date sufficient money to pay the full redemption price of
the Bonds to be redeemed, or (ii) be sent only if sufficient money to pay the full
redemption price of the Bonds to be redeemed is on deposit in the applicable fund or
account.

(b) Neither the Ordinance, nor the Bond Resolution, nor the Bonds shall include, nor
shall they be amended to include, provisions allowing the City or other obligor to
purchase the Bonds either outright or in lieu of redemption for purposes other than
retiring Bonds, without BHAC’s consent. This covenant shall be applicable so long
as the Bonds remain outstanding.

(c) Payment of the purchase price of the Bonds due as a result of mandatory or optional
tender, including a mandatory tender resulting from the conversion of an interest rate
mode on the Bonds, shall not be covered by BHAC’s policy.

5. Reporting Requirements

BHAC shall be provided with the following information so long as the BHAC Policy is
in effect:

(a) The budget and/or financial disclosures, if any, made and adopted by the City of
Detroit as respects any matters related to the Bonds;

(b) The official statement or other disclosure document(s), if any, prepared in connection
with the issuance of additional debt, whether or not on parity with the Bonds;

(c) Notice of any drawing upon or deficiency due to market fluctuation in the amount, if
any, on deposit, in the debt service reserve fund,;

(d) Notice of redemption, other than mandatory sinking fund redemption, of any of the
Bonds, or of any advance refunding of the Bonds, including the principal amount,
maturities, and CUSIP numbers thereof;

(e) Notice of any material events pursuant to Rule 15¢2-12 of the Securities and
Exchange Act of 1934, as amended; and

(f) Such additional information as BHAC may reasonably request from time to time.

6. Notice Address

The notice address for BHAC is: Berkshire Hathaway Assurance Corporation, 100 First
Stamford Place, Stamford, Connecticut 06902, Attention: General Counsel and Financial
Guaranty Insurance Management.

A-2 v
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EXHIBIT B
BOND TERMS

Schedule of Maturities and Interest Rates

$122,905,000
Sewage Disposal System Senior Lien Revenue Refunding Bonds (Modal Fixed Rate), Series
2001(C-2)
$25,275,000 Serial Bonds

Maturity Principal Interest Maturity Principal Interest

(July 1) Amount Rate Yield (July 1)  Amount Rate Yield
2008 195,000  3.50 2.00 - 2015 325,000 4.00 3.48
2009 245,000  3.50 2.25 2016 345,000 4.00 3.62
2010 260,000  3.50 2.55 2017 365,000 4.00 3.76
2011 270,000 3.50 2.85 2018 380,000 4.00 3.89
2012 285,000  3.50 3.08 2019 400,000 4.00 4.00
2013 295,000  4.00 3.21 2028 21,600,000 5.25 4.63*
2014 310,000  4.00 3.34

$4,090,000 4.50% Term Bonds due July 1, 2027 Yield 4.75%
$93,540,000 5.25% Term Bonds due July 1, 2029 Yield 4.67%*

$136,150,000
Sewage Disposal System Second Lien Revenue Bonds (Modal Fixed Rate), Series 2001(E)
$136,150,000 5.75% Term Bonds due July 1, 2031 Yield 4.67%*
$123,655,000
Sewage Disposal System Revenue Second Lien Bonds (Fixed Rate), Series 2006(A)

$123,655,000 5.50% Term Bonds due July 1, 2036 Yield 4.74%*

* Priced to July 1, 2018 optional redemption date.

B-1
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Schedule of Term Bonds and Sinking Fund Installments

Series 2001(C-2) 2027 Term Bonds

Redemption Date (July 1) Principal Amount
2020 420,000
2021 440,000
2022 470,000
2023 495,000
2024 520,000
2025 550,000
2026 580,000
2027* 615,000

Series 2001(C-2) 2029 Term Bonds

Redemption Date (July 1) Principal Amount
2028 34,240,000
2029* 59,300,000

Series 2001(E) 2031 Term Bonds

Redemption Date (July 1) Principal Amount
2024 1,750,000
2025 1,870,000
2026 1,885,000
2027 1,890,000
2028 1,160,000
2029 1,100,000
2030 62,305,000
2031* 64,190,000

Series 2006(A) 2036 Term Bonds

Redemption Date (July 1) Principal Amount
2034 7,525,000
2035 7,880,000
2036* 108,250,000
* Final maturity.
B-2
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Optional Redemption

The Fixed Rate Securities maturing on or before July 1, 2018, are not subject to
redemption prior to maturity. The Fixed Rate Securities maturing on or after July 1,
2019, are subject to redemption at the option of the City in whole or in part in such order
of maturity as the City shall determine and within any maturity by lot, on any date on or
after July 1, 2018, at a redemption price equal to 100% of the principal amount thereof to
be redeemed, plus accrued interest to the date fixed for re

B-3
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Supplement to Prior Sale Orders of Finance Director of the City of Detroit
with respect to

$190,405,000
City of Detroit
Water Supply System Revenue Refunding Second Lien Bonds
(Fixed Rate), Series 2001-C
(the “Series 2001-C Bonds™)

and

$194,900,000
Water Supply System Revenue Senior Lien Bonds
(Fixed Rate), Series 2005-B
(the “Series 2005-B Bonds™)

(collectively, the “Bonds™)

RECITALS

1. The Series 2001-C Bonds were issued as variable rate bonds pursuant to an
amended and restated Resolution authorizing the issuance of the Series 2001-C Bonds, adopted
by the City Council on April 25, 2001 (the “2001 C Bond Resolution”), together with the Sale
Order of the Finance Director of the City May 31, 2001, as supplemented by a Variable Rate
Demand Bonds Supplement and Agreement, dated as of May 31, 2001, as amended April 23,
2008 (collectively, the “2001 C Sale Order”).

2. The Series 2005-B Bonds were issued as variable rate bonds pursuant to a
Resolution authorizing the issuance of the Series 2005-B Bonds, adopted by the City Council on
January 26, 2005 (the “2005 B Bond Resolution” and, together with the 2001 C Bond
Resolution, the “Prior Bond Resolutions™), together with the Sale Order of the Finance Director
of the City dated March 22, 2005, as supplemented by a Variable Rate Mode and Auction Rate
Mode Supplement and Agreement, dated March 22, 2005, both as amended April 23, 2008
(collectively, the “2005 B Sale Order” and, together with the 2001 C Sale Order, the “Prior Sale
Orders™).

4, In connection with the fixed rate remarketing of the Bonds, the Finance Director
finds it necessary to supplement the Prior Sale Orders as herein provided.

Now, Therefore, the Finance Director of the City of Detroit hereby orders on behalf of
the City as follows:
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ARTICLE I
AUTHORITY AND DEFINITIONS

Section 101.  Authority. This Supplement to Prior Sale Orders is issued under
authority of the Prior Bond Resolutions and the Prior Sale Orders.

ARTICLE II
TERMS OF THE BONDS

Section 201. Captions, Purpose and Lien. The captions of the Bonds shall be as set
forth above and shall include the designation of their fixed rate status, as set forth above. Neither
the purpose nor the lien priority of the Bonds shall change as a result of their fixed rate
conversion.

Section 202. Terms of the Bonds. The Bonds shall bear interest at fixed rates, upon
the terms and conditions specified in the Remarketing Agreement entered into with Siebert
Brandford Shank & Co., LLC, as Remarketing Agent, of even date herewith. Such terms are set
forth in Exhibit B to this Supplement to Prior Sale Orders.

Section 203. Reserve Requirement. The Senior Lien Bond Reserve Requirement after
remarketing of the Bonds will be $129,441,951 and the Second Lien Bond Reserve Requirement,
after remarketing of the Bonds, will be $49,414,278. Since each of the Reserve Accounts will be
fully funded upon remarketing of the Bonds, none of the remarketing proceeds will be used to
fund the Reserve Accounts.

ARTICLE Il
APPROVAL OF REMARKETING AGREEMENT
AND REMARKETING CIRCULAR

Section 301. Approval of Remarketing Agent and the Remarketing Agreement. The
Bonds shall be sold to Siebert Brandford Shank & Co., LLC, Remarketing Agent pursuant to the
Remarketing Agreement between the City and the Remarketing Agent of even date herewith in
substantially the form presented on this date to the Finance Director. The purchase prices,
discounts and premiums for the Bonds, as set forth therein are hereby approved.

Section 302. Approval of Remarketing Circular. The form of the Remarketing
Circular relating to the Bonds is hereby confirmed as the Remarketing Circular of the City with
respect to the fixed rate remarketing of the Bonds.

ARTICLE IV
SWAP AGREEMENTS
Section 401. Approval of Swap Agreements. In connection with the fixed rate

remarketing of the Bonds the Finance Director has determined that to more effectively manage
debt service it is in the City’s best interest to not terminate the following existing floating to
fixed interest rate exchange agreements on the Bonds (collectively, the “Existing Swaps”), but
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rather to enter into fixed to floating interest rate exchange agreements with the same
counterparties, in which floating amounts payable by the City under the new swaps and the
floating amounts payable by each counterparty under the related Existing Swap are equal and the
City receives a lower fixed rate amount on the new swap than the City pays on the related
Existing Swap, thereby partially offsetting the Existing Swaps (the “Mirror Swaps™) and leaving
the City with a net fixed rate payment equal to the difference between the City’s fixed rate
payment on the Existing Swaps and the fixed rate receipt on the Mirror Swaps (the “Net Swap
Payments”)on the Bonds:

Series 2001-C Bonds—current notional amount of $113,360,000, with Morgan
Stanley Capital Services, Inc.

Series 2001-C Bonds—current notional amount of $76,510,000, with SBS
Financial Products Company, LLC.

Series 2005-B Bonds— current notional amount of $195,000,000, with Morgan
Stanley Capital Services, Inc.

The Mirror Swap for the Series 2001-C Bonds in the notional amount of $113,360,000
shall be with Morgan Stanley Capital Services, Inc., with a fixed rate payment to the City of
3.498%; the Mirror Swap for the Series 2001-C Bonds in the notional amount of $76,510,000
shall be with SBS Financial Products Company, LLC with a fixed rate payment to the City of
3.998%; and the Mirror Swap for the Series 2005-B Bonds in the notional amount of
$195,000,000 shall be with Morgan Stanley Capital Services, Inc., with a fixed rate payment to
the City of 3.652%. The Finance Director hereby determines and confirms that the Mirror
Swaps are in the best interests of the City.

The City shall terminate two swaps with respect to the Series 2001-C Bonds in the
aggregate notional amount of $77,270,000 with Goldman Sachs Mitsui Marine Derivative
Products, L.P., and shall pay an aggregate termination payment of $6,216,000 from the
remarketing proceeds therefor.

Section 402. Compliance With Swap Management Plan; Debt Management Plan; Prior
Bond Resolutions, Act 34; and the Bond Ordinance . The Finance Director hereby
determines and confirms that the Mirror Swaps comply in all respects with the provisions of the
City’s Swap Management Plan, the City’s Debt Management Plan, the Prior Bond Resolutions,
Act 34, Public Acts of Michigan, 2001, as amended (“Act 34”), and City Ordinance 01-05 (the
“Bond Ordinance™), as now in effect.

Section 403. Treatment of Net Swap Payments. Under the Bond  Ordinance,
payments due on the Mirror Swaps, other than payments of fees and expenses, if any, are
included in the Debt Service Installment Requirement in accordance with the terms thereof.
Consequently, the Net Swap Payments will be included in debt service on the Bonds under the
Bond Ordinance.
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ARTICLE V
CREDIT ENHANCEMENT

Section 501. Acceptance of Bond Insurance Commitment.

A. The Finance Director hereby determines that the Commitment of Berkshire
Hathaway Assurance Corporation (the “Insurer”) to provide a separate municipal bond insurance
policy for each series of the Bonds (collectively, the “Bond Policy”) to secure payment of the
principal of and interest on the Bonds when due, in the event that Financial Guaranty Insurance
Company is unable to pay, is in the best financial interests of the City and the System. The City
hereby makes the covenants and agreements contained in Exhibit A hereto for the benefit of the
Insurer with respect to the Bond Policy. Capitalized terms used in Exhibit A hereof and not
defined in the Bond Ordinance shall have the meanings assigned thereto in the Bond Policy or
the Bond Policy Commitment. To the extent of any conflict between the provisions of this
Supplement to Prior Sale Orders and the Bond Policy Commitment, the provisions of this
Supplement to Prior Sale Orders shall govern and the provisions of the Bond Policy
Commitment shall be deemed to be amended as provided in this Supplement to Prior Sale
Orders.

B. The agreements of the City contained in Exhibit A hereto for the benefit of the
Insurer shall apply only so long as the Bond Policy remains in effect and the Insurer is not in
default thereunder; provided however that the agreements of the City shall continue so long as
any amounts due from the City thereunder remain outstanding.

ARTICLE VI
OTHER PROVISIONS OF GENERAL APPLICATION
UPON FIXED RATE REMARKETING OF BONDS

Section 601. Payment of Issuance Costs. The Finance Director shall pay Issuance
Costs in an aggregate approximate amount of $874,110.60 from the proceeds of the Bonds. In
addition, the Bond Policy premium in the amount of $11,656,855.15 shall be paid by the
Remarketing Agent on behalf of the City to the Insurer. Underwriter’s discount, in the amount
of $2,423,183.15, shall be paid to the Remarketing Agent in the form of a discount from the par
amount of the Bonds plus the original issue premium, which the Remarketing Agent shall be
required to pay upon closing

Section 602. Confirmation of Bond Counsel. The appointment of Lewis &
Munday, A Professional Corporation, as sole bond counsel for the Bonds is hereby ratified and
confirmed.

Section 603. Order a Contract. The provisions of this Supplement to Prior Sale
Orders shall constitute a contract between the City and any Bondholder.

Section 604. Book-Entry-Only Form. The Series Bonds shall be held in book-
entry-only form and the appointment of The Depository Trust Company, New York, New York,
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as depository for the Bonds pursuant to the terms of the City’s Blanket Letter of Representations,
dated November 26, 1996, is hereby confirmed.

Section 605. Continuing Disclosure Agreement. The Series Bonds shall be subject to
the Master Continuing Disclosure Agreement with Respect to Water Supply System Revenue
Bonds and Revenue Refunding Bonds, approved October 12, 1995.

This Supplement to Prior Sale Orders shall take effect immediately.

[remainder of page intentionally left blank]
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Signature Page Supplement to Prior Sale Orders -

IN WITNESS WHEREOF, I have executed this Supplement to Prior Sale Orders this 6th

day of May, 2008.
/(/n L
Norman L. White,
Finance Director
May 6, 2008

S-1
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EXHIBIT A

ADDITIONAL BOND INSURER REQUIREMENTS
BERKSHIRE HATHAWAY ASSURANCE CORPORATION

In addition to incorporating herein by reference all terms and conditions of the
requirements imposed by Financial Guaranty Insurance Company (“FGIC”) on the Bonds when
originally issued in either 2001 or 2005 (and as may be amended thereafter), BHAC requires as
follows:

1. Acceleration and Annulment

(a) Any acceleration of the Bonds or any annulment thereof is subject to the prior written
consent of BHAC.

(b) BHAC shall receive immediate notice of any Payment Default and notice of any
other Event of Default known to the Transfer/Fiscal Agent or the City of Detroit
within 30 days of the Transfer/Fiscal Agent’s or the City’s knowledge thereof.

(c) For all purposes of the Bond Ordinance except the giving of notice of default to
Holders of the Bonds, BHAC shall be deemed to be a holder of the Bonds.

(d) BHAC is a party in interest and is a party entitled to (i) notify the City and the
Transfer/Fiscal Agent of the occurrence of an Event of Default and (ii) request the
Transfer/Fiscal Agent to intervene in judicial proceedings that affect the Bonds or the
security therefor. The Transfer/Fiscal Agent is required to accept notice of default
from BHAC.

2. Amendments to Bond Ordinance

(a) Any amendment or supplement to the Bond Ordinance requiring consent of Holders
of the Bonds is also subject to written consent of BHAC before it shall become
effective.

(b) Any rating agency having a rating in effect with respect to the Bonds must receive
notice of each such amendment or supplement to the Bond Ordinance requiring
consent of Holders of the Bonds and a copy thereof at least 15 days in advance of its
becoming effective.

(c) BHAC shall be provided with a full transcript of all proceedings relating to the
execution of any such amendment or supplement.

3. Fiduciaries.

(a) BHAC shall be furnished with written notice of the resignation or removal of any
Paying Agent or Trustee and the appointment of any successor thereto.

(b) No resignation or removal of any of the following with respect to the Bonds will be
effective until a successor has been appointed and has accepted the duties of the
respective office: Trustee; Paying Agent; Registrar.
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4, Redemption, Purchase and Tender of the Bonds

(a) Notice of any redemption of the Bonds shall either (i) explicitly state that the
proposed redemption is conditioned on there being on deposit in the applicable fund
or account on redemption date sufficient money to pay the full redemption price of
the Bonds to be redeemed, or (ii) be sent only if sufficient money to pay the full
redemption price of the Bonds to be redeemed is on deposit in the applicable fund or
account.

(b) Neither the Ordinance, nor the Bond Resolution, nor the Bonds shall include, nor
shall they be amended to include, provisions allowing the City or other obligor to
purchase the Bonds either outright or in lieu of redemption for purposes other than
retiring Bonds, without BHAC’s consent. This covenant shall be applicable so long
as the Bonds remain outstanding. A

(c) Payment of the purchase price of the Bonds due as a result of mandatory or optional
tender, including a mandatory tender resulting from the conversion of an interest rate
mode on the Bonds, shall not be covered by BHAC’s policy.

5. Reporting Requirements

BHAC shall be provided with the following information so long as the BHAC Policy is
in effect:

(a) The budget and/or financial disclosures, if any, made and adopted by the City of
Detroit as respects any matters related to the Bonds;

(b) The official statement or other disclosure document(s), if any, prepared in connection
with the issuance of additional debt, whether or not on parity with the Bonds;

(c) Notice of any drawing upon or deficiency due to market fluctuation in the amount, if
any, on deposit, in the debt service reserve fund;

(d) Notice of redemption, other than mandatory sinking fund redemption, of any of the
Bonds, or of any advance refunding of the Bonds, including the principal amount,
maturities, and CUSIP numbers thereof

(¢) Notice of any material events pursuant to Rule 15¢2-12 of the Securities and
Exchange Act of 1934, as amended; and

(f) Such additional information as BHAC may reasonably request from time to time.

6. Notice Address

The notice address for BHAC is: Berkshire Hathaway Assurance Corporation, 100 First
Stamford Place, Stamford, Connecticut 06902, Attention: General Counsel and Financial
Guaranty Insurance Management.
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EXHIBIT B
BOND TERMS

Schedule of Maturities and Interest Rates

EXHIBIT B - PART 1

City of Detroit, Michigan
Water Supply System Revenue
Refunding Second Lien Bonds (Fixed Rate)

13-53846-swr

Series 2001-C
Maturity Principal Interest Rate Yield
07/01/2009 480,000.00 3.000% 2.080%
07/01/2010 495,000.00 3.000% 2.550%
07/01/2011 515,000.00 3.000% 2.880%
07/01/2012 325,000.00 3.500% 3.120%
07/01/2013 340,000.00 3.500% 3.250%
07/01/2014 350,000.00 3.500% 3.370%
07/01/2015 365,000.00 4.250% 3.510%
07/01/2016 380,000.00 4.250% 3.650%
07/01/2017 390,000.00 4.250% 3.790%
07/01/2018 415,000.00 4.250% 3.920%
07/01/2019 12,510,000.00 5.750% 4.040% *
07/01/2020 13,235,000.00 5.750% 4.150% *
07/01/2021 14,025,000.00 5.750% 4.250% *
07/01/2022 14,865,000.00 5.750% 4.320% *
07/01/2023 15,750,000.00 5.750% 4,390% *
07/01/2024 16,690,000.00 5.750% 4.430% *
07/01/2025 17,690,000.00 5.750% 4.470% *
07/01/2026 18,735,000.00 5.750% 4.500% *
07/01/2027 19,945,000.00 5.750% 4.550% *
07/01/2028 4,000,000.00 5.750% 4.600% *
07/01/2029 18,815,000.00 4,750% 4.900%
07/01/2029 20,090,000.00 4.500% 4.900%
* Priced to July 1, 2018 call date
B-1
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EXHIBIT B — PART 2

City of Detroit, Michigan
Water Supply System Revenue
Senior Lien Bonds (Fixed Rate)

13-53846-swr

Series 2005-B
Maturity Principal Interest Rate Yield
07/01/2010 1,750,000.00 5.000% 2.550%
07/01/2011 1,855,000.00 4.000% 2.880%
07/01/2012 1,940,000.00 4.000% 3.120%
07/01/2013 2,020,000.00 5.000% 3.250%
07/01/2014 2,125,000.00 5.000% 3.370%
07/01/2015 2,225,000.00 4.000% 3.510%
07/01/2016 2,305,000.00 4.000% 3.650%
07/01/2017 2,385,000.00 4.000% 3.790%
07/01/2018 2,465,000.00 5.500% 3.920%
07/01/2019 2,575,000.00 5.500% 4.040% *
07/01/2020 2,690,000.00 5.500% 4.150% *
07/01/2021 2,905,000.00 5.500% 4.250% *
07/01/2022 3,025,000.00 5.500% 4.320% *
07/01/2023 3,145,000.00 5.500% 4.390% *
07/01/2024 3,270,000.00 5.500% 4.430% *
07/01/2025 3,490,000.00 5.500% 4.470% *
07/01/2026 3,620,000.00 5.500% 4.500% *
07/01/2027 3,850,000.00 5.500% 4.550% *
07/01/2028 3,980,000.00 5.500% 4.600% *
07/01/2034 28,415,000.00 4.750% 4.940%
07/01/2035 57,365,000.00 5.500% 4.740% *
07/01/2035 57,500,000.00 5.250% 4.830% *
* Priced to July 1, 2018 call date
B-2

Doc 5029-2 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 25 of 95




EXHIBIT B — PART 2
Schedule of Term Bonds and Sinking Fund Installments

SERIES 2001-C 2029 4.50% TERM BONDS

Redemption Date (July 1) Principal Amount
2028 7,090,000
2029* 13,000,000

SERIES 2001-C 2029 4.75% TERM BONDS

Redemption Date (July 1) Principal Amount
2028 10,115,000
2029* 8,700,000

SERIES 2005-B 2034 4.75% TERM BONDS

Redemption Date (July 1) Principal Amount
2029 4,215,000
2030 4,425,000
2031 4,630,000
2032 4,840,000
2033 5,050,000
2034* 5,255,000

SERIES 2005-B 2035 5.25% TERM BONDS
Redemption Date (July 1) Principal Amount

2035” 57,500,000

SERIES 2005-B 2035 5.50% TERM BONDS
Redemption Date (July 1) Principal Amount

2035* 57,365,000

* Final maturity.

B-3
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Exhibit B — PART 4
Optional Redemption

The Fixed Rate Securities maturing on or before July 1, 2018, are not subject to
redemption prior to maturity. The Fixed Rate Securities maturing on or after July 1, 2019, are
subject to redemption at the option of the City in whole or in part in such order of maturity as the
City shall determine and within any maturity by lot, on any date on or after July 1, 2018, at a >;
redemption price equal to 100% of the principal amount thereof to be redeemed, plus accrued
interest to the date fixed for redemption.

B-4
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Exhibit 3
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Composite Sale Order of the Finance Director of the City of Detroit
with respect to '
Series 2001 Securities

Whereas, on August 1, 2001, the City Council (the City Council) of the City of Detroit
e City) adopted the resolution entitled in relevant part “Resolution Authorizing the Issuance
d Sale of Sewage Disposal System Revenue and Revenue Refunding Bonds of the City of
troit of Equal Standing with the City's Sewage Disposal System Revenue Bonds and Sewage
sposal System Revenue Refunding Bonds Now Outstanding and Which May Remain
tstanding, and Authorizing the Issuance and Sale of Sewage Disposal System Revenue Bonds
the City of Detroit of Junior Standing to the City’s Sewage Disposal System Revenue Bonds
d Sewage Disposal System Revenue Refunding Bonds Now Outstanding and Which Remain
ptstanding, for the Collective Purposes of Defraying Part of the Cost of Acquiring and
onstructing Replacements, Repairs, Extensions and Improvements to the City’s Sewage
Disposal System and Refunding Certain Sewage Disposal System Revenue Bonds” (as amended
"~ on October 10, 2001, the Bond Resolution);

Whereas, the Resolution was enacted pursuant to Ordinance No. 27-86, as amended (the
Bond Ordinance) and Act 94, Public Acts of Michigan, 1933, as amended (4Act 94); and

Whereas, the Resolution authorizes the Finance Director, acting on behalf of the City, to
sell and deliver securities (Series 2001 Securities) by sale order within the parameters established
by the Bond Resolution for the purposes set forth therein as herein more fully stated; and

Whereas, this document (the Sale Order) constitutes the exercise of the authority granted
to the Finance Director in the Bond Resolution;

Now, Therefore, the undersigned Finance Director of the City of Detroit Hereby Orders
as follows:

1. Sale Order Components.

This Sale Order consists of the following:

. this document and the exhibits hereto . )

. the General Terms of 2001 Securities Supplement, which appears as Annex A
hereto (the GT Supplement)

. [Annex B — Reserved]

. the Variable Rate Mode Supplement and Agreement, which appears as Annex C
(the VRM Supplement)

. the Auction Rate Mode Supplement, which appears as Annex D hereto (the ARM
Supplement)

. the Financial Guaranty Insurance Company Supplement, which appears as Annex
E
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Definitions.

(a)  Undefined capitalized terms used herein and defined in any of the following are
wed herein as therein defined:
the Preamble hereto
the Bond Ordinance
the GT Supplement
the VRM Supplement
the ARM Supplement
(b) The following terms have the following respective meanings unless the context
‘clearly otherwise requires:
Closing means, with respect to a particular Type and Priority of Securities,
the delivery of such Securities to, and payment for such Securities by, the
purchasers identified in the Sale Order and the other actions in connection
therewith.

Bonds to be Refunded means the Securities defined as the “Bonds to be
Refunded” in the Official Statement with respect to the Series 2001 (C) Securities.

Closing Date means the date on which a Closing occurs.

Non-Provider Securities means all Series 2001 Securities except Securities
issued to a Provider under the VRM Supplement (i.e., Provider Securities).

Project Securities means all Non-Provider Securities except Refunding
Securities.

Refunding Securities means all Series 2001 Securities of each Type for
which a disposition of proceeds on the signature pages hereto is indicated to be for
Refunding Purposes and equal, as to each such Type, in aggregate principal
amount to the principal amount under the respective caption Disposition of
Proceeds — Refunding Purposes.

Type means the manner in which a Series 2001 Security bears interest and
includes all of the attributes provided by this Sale Order for Series 2001 Securities
bearing interest in that manier. The following are the Types of Series 2001
Securities authorized by this Sale Order:

. Fixed Rate Securities

. Modal Securities
Variable Rate Securities

2
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Short-Term Securities
Daily Rate Securities
Weekly Rate Securities
Flexible Rate Securities
Term Rate Securities
Modal Fixed Rate Securities
. Auction Rate Securities
. Provider Securities

Issuance of Series 2001 Securities; Disposition of Proceeds. -

(@)  Issuance. It is hereby determined that Series 2001 Securities shall be issued in

e aggregate principal amount equal to the sum of the principal amounts set forth on the
pnature pages hereto and of the Types and Priorities as therein set forth; provided that the
gregate principal amount of Series 2001 Securities shall not exceed $850,000,000, the amount

t forth in the Bond Resolution; and provided further:

(1)  in accordance with Section 4 of the Bond Resolution, Project Securities in
the total principal amount appearing in Exhibit 3 hereto, but not more than $400,000,000
in aggregate principal amount, which total principal amount is hereby determined to be
the amount of Project Costs to be financed with Series 2001 Securities, plus such
amounts as are necessary to pay matters ancillary thereto, such as funding Costs of
Issuance and meeting Reserve Requirements; and

) in accordance with Section 4 of the Bond Resolution, Refunding Securities
in the total principal amount appearing in Exhibit 3 hereto, but not more than
$300,000,000 in aggregate principal amount, which total principal amount is hereby
determined to be the amount necessary to refund the Bonds to be Refunded, plus such
amounts as are necessary to pay matters ancillary thereto, such as Costs of Issuance and
meeting Reserve Requirements.

(b)  Disposition of Proceeds.

(1)  Proceeds of Project Securities shall be disposed of as set forth under the
respective captions Disposition of Proceeds — New Money Purposes on certain of the
signature pages hereto.

2) Proceeds of Refunding Securities shall be disposed of as set forth under
the respective captions Disposition of Proceeds — Refunding Purposes on certain of the
signature pages hereto.
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Terms of Series 2001 Securities.

The terms of the Series 2001 Securities shall be as provided in this Sale Order.

Appointments.

(@  Reference is made to the appointment in the Bond Resolution of U.S. Bank Trust
ational Association as Trustee for the Series 2001 Securities. As provided in the Bond

esolution, its acceptance of the duties of Trustee shall be evidenced by a document filed with
e Finance Director concurrently with the delivery of the Series 2001 Securities.

(b) The following appointments are made with respect to the Variable Rate
Securities:

4} As Tender Agent ......... U.S. Bank Trust National Association

)] As Remarketing Agent . . . .. UBS PaineWebber Inc.

Each of the foregoing shall evidence its acceptance of the duties of office to which it was
appointed by executing the VRM Supplement.

(©) The following appointments are made with respect to the Auction Rate Securities:

¢ As Market Agent ......... UBS PaineWebber Inc.

2) As Broker-Dealer ......... UBS PaineWebber Inc.

3) As Auction Agent ........ Appointed in the Auction Rate Signature
Pages

Each of the foregoing shall evidence its acceptance of the duties of office to which it was

appointed by delivering a written acceptance to the Finance Director concurrently with the
delivery of the Series 2001 Securities.

6. Reserve Requirements; Reserve Accounts.

(a) Reserve Requirements. The Reserve Requirements for the Series 2001 Securities
are as provided in the signature pages hereto.

b) Reserve Accounts.

(1)  Senior Lien Bonds. No separate Bond Reserve Account is established for
the Senior Lien Bonds.
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2 Second Lien Bonds A separate Reserve Account is hereby established in
the Second Lien Bond Reserve Account for each series of Second Lien Bonds as follows;

. Series 2001 (B) Second Lien Bond Reserve Account
. Series 2001 (D) Second Lien Bond Reserve Account
. Series 2001 (E) Second Lien Bond Reserve Account

(1) The Second Lien Bonds Series 2001 (D-1) and Series 2001 (D-2)
are part of the same’series for purposes of the Series 2001 (D) Second Lien Bond
Reserve Account.

(ii) The amounts to be paid pursuant to the Bond Ordinance into the
Second Lien Bond Reserve Account shall be paid into each separate Second Lien
Bond Reserve Account to restore it to its respective Second Lien Bond Reserve
Requirement on a parity with payments into all other Second Lien Bond Reserve .
Accounts and shall not exceed its Proportionate Deficit Payment in any Fiscal
Year.

(ii1) Proportionate Deficit Payment for each separate Second Lien
Bond Reserve Account means an amount that bears, to the deficit in such separate
Second Lien Bond Reserve Account, the same proportion that the amount
available to remedy deficits in all separate Second Lien Bond Reserve Accounts
bears tot he aggregate deficit in all Second Lien Bond Reserve Accounts.

7. Limits.
(a) Limitation on Amounts Coming Due in Any One Year.

It is hereby determined that, as of the date of the execution of each signature page hereto,
the aggregate amount of interest and principal becoming due in any Fiscal Year (whether at
maturity or by reason of Mandatory Redemption Requirements) on the outstanding Securities
and the Series 2001 Securities described on such signature page and on each signature page
executed before such signature page does not exceed the amount permitted by Sections 22, 36
and 37 of the Bond Ordinance. .

(b)  Sale and Interest Rate Limitation.

It is hereby determined that, as of the date of the execution of each signature page hereto,

§)) the Series 2001 Securities described on such signature page bear interest at
a rate or rates and are being sold at an aggregate net discount (distinct from any
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compensation to be paid to the purchasers in the form of a discount or any other costs of
issuance of such Series 2001 Securities) of not greater than 10%,; and

(2) the true interest cost (TIC) of the Fixed Rate Securities is not greater than |
6% % per annum and the maximum rate per annum on any Variable Rate Securities does
not exceed the maximum rate permitted by law.

8. Continuing Disclosure.

. (a) Pursuant to Section 15 of the Bond Resolution, those Series 2001 Securities for
which an exemption does not exist under the Rule shall be subject to the Continuing Disclosure
Agreement.

(b) Those Series 2001 Securities for which an exemption exists under the Rule may
nonetheless be made subject to the Continuing Disclosure Agreement and shall be so subject
when such an exemption no longer exists.

9. Establishment of Subaccount and Accounts.
(a) Construction Fund Subaccount.

) A subaccount is hereby created in the Construction Fund established by
the Bond Ordinance and designated the “Construction Fund Series 2001” to be
maintained as a separate depositary account by the present depositary of the Construction
Fund.

()] The amount identified as “Capitalized Expenses” in the Addendum to
Signature Pages for Modal Securities shall be segregated in the Construction Fund Series
2001. An amount equal to the quarterly fee for the Liquidity Facility shall be transferred
from the segregated Capitalized Expenses to the Operation and Maintenance Fund as of
the first day of the month in which such fee becomes due. The segregated amount of
Capitalized Expenses shall be applied to no other purpose.

3) The Trustee is hereby authorized and directed to establish the folldwing
two accounts:

@) Construction Fund Series 2001, Cost of Issuance Subaccount — into
which shall be deposited the portion of the proceeds of the Series 2001 Securities
designated as “Cost of Issuance” and applied as provided in the Bond Ordinance;
and

(i) Construction Fund Series 2001, Capitalized Interest Issuance
Subaccount — into which shall be deposited the portion. of the proceeds of the

-6-
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Series 2001 Securities designated as “Capitalized Expenses” and applied as -
provided above.

(b)  Sinking Fund Accounts.

1) Pursuant to Section 11 of the Bond Resolution, there is hereby established
in the Bond Interest and Redemption Fund an account designated “Series 2001 Term
Bond Sinking Fund Account” for such Senior Lien Term Bonds.

. 2 Pursuant to Section 11 of the Bond Resolution, there is hereby established
in the Second Lien Bond and Interest Redemption Account an account designated “Series
2001 Second Lien Term Bond Sinking Fund Account” for such Second Lien Term Bonds.

10. Refunding Determination and Instructions.

(a) It is hereby determined that upon the issuance of the Refunding Securities, the
proceeds thereof (exclusive of accrued interest) are sufficient to provide the Escrow Deposit after
making provision for Issuance Costs and the Reserve Requirement to be provided from such
proceeds; and, it is further determined that the benefits to the City from the refunding shall be
increased by depositing amounts released from the Bond Reserve Account in the Escrow Deposit
in order to refund the maximum amount of Senior Lien Bonds.

b) The Transfer Agent is hereby given irrevocable instructions to call the Bonds to
be Refunded for redemption on their first available call dates or such other date as is permitted by
the Escrow Agreement to be entered into for the refunding of the Bonds to be Refunded at the
applicable redemption prices.

(c) U.S. Bank Trust National Association 1s hereby appointed as the Escrow Agent
and shall evidence its acceptance of such appointment by executing the Escrow Agreement.

11. Sale of Series 2001 Securities.

The Series 2001 Securities shall be sold as provided in the signature pages hereto, and,
pursuant to Section 16 of the Bond Resolution, it is hereby determined that the aggregate
compensation to the purchasers named therein is not more than 1% of the original principal
amount of each Type of Securities.

12. [Reserved]. T
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Financial Facilities.

(a) The commitments from the following providers of Financial Facilities are hereby
égcepted with respect to the Series 2001 Securities set forth opposite the respective names of
guch providers. Each such Financial Facility is hereby determined to be in the best interest of the
City and the System.

Applicable
Financial Facility Provider Series 2001 Securities
Financial Guaranty Insurance Company ........... Series 2001(A)
(Bond Insurance)
Financial Guaranty Insurance Company ........... Series 2001(B)
(Bond Insurance)
Financial Security Assurance Inc. (Bond Insurance) . . Series 2001(C-1)
DexiaCreditLocal, ........... .. ... oiiia.. Series 2001(C-1)
acting through its New York Agency (Liquidity Facility)
Financial Guaranty Insurance Company ........... Series 2001(C-2)
(Bond Insurance)
FGIC Securities Purchase, Inc. (Liquidity Facility) . . . Series 2001(C-2)
MBIA (Bond Insurance) . . ..........ooiiin.. Series 2001(D)
[All Tranches]

Financial Guaranty Insurance Company ........... Series 2001(E)
(Bond Insurance)
FGIC Securities Purchase, Inc. (Liquidity Facility) . . . Series 2001(E)

(b) The City shall enter into a Financial Facility Agreement with each of the
foregoing, and this Sale Order shall be supplemented to the extent required by any of the
foregoing.
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Interest Rate Exchange Agreements.

_ (a)  Itis hereby determined to be cost effective to manage debt service on the below
dentified Series 2001 Securities by entering into Interest Rate Exchange Agreements with the
. respective counterparties.

Applicable
Interest Rate Exchange Agreement Counterparty Series 2001 Securities
UBSAG.............. RPN P Series 2001(C-1)
UBSAG ...ttt et iiea e Series 2001(C-2)

(b) Having been approved by the Treasury Department, each such Interest Rate
Exchange Agreements with the respective counterparty constitutes an Approved Interest Rate
Exchange Agreement in accordance with Section 9 of the Bond Resolution.

(c) In connection with the Interest Rate Exchange Agreements, it is hereby
determined to be in the best interest of the City to insure against liability under certain
circumstances for termination payments; accordingly, the following commitments for insurance
policies (SWAP Insurance) are hereby accepted:

Provider Insuring Swap For
Financial Security Assurance, Inc. ............. Series 2001(C-1)
Financial Guaranty Insurance Company ........ Series 2001(C-2)

15. Reserve Fund Valuation.

The Reserve Accounts shall continue to be valued as providgd in the Bond Ordinance as
in effect on the date hereof notwithstanding any amendment of the Bond Ordinance (to the extent
permitted thereby) that may hereafter become effective.

16.  Financial Arrangements.

Exhibit 16 hereto is a schedule of financial arrangements authorized by this Sale Order
and the location in this Sale Order of the agreements required by the providers thereof.

17. Authorization of U.S. Bank Trust National Association.
(a) U.S. Bank Trust National Association, in any of its respective capacities

hereunder, is hereby authorized and directed to enter into such of the Financial Facility
Agreements as require it to be a party thereto in such capacity.
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(b) U.S. Bank Trust National Association, in any of its respective capacities
hereunder, is further authorized and directed to execute such other documents, instruments and
agreements as may be deemed necessary or appropriate to consummate the transactions
contemplated by this Sale Order.

[Signature Pages Follow]

-10-
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Exhibit 3

Allocation of Principal Amounts

Amount Necessary

to Refund Bonds
Series Project Costs* to be Refunded*
(Fixed Rate) Series 2001(A) ........... ~ $70,000,000.00 -0-
(Fixed Rat-e) Series 2001(B) ........... 101,000,000.00 . -0-
(Variable Rate Demand) Series 2001(C-1) -0- $158,228,510.89**
(Variable Rate Demand) Series 2001(C-2) -0- 125,823,326.85**
(ARCs), Series 2001(D) . .....covnnntn. 95,000,000.00 -0-
(Variable Rate Demand) Series 2001(E) .. 134,000,000.00 -0-
Total ~$400,000,000.00 | $284,051,837.74

* Exclusive of such amounts as are necessary to pay matters ancillary thereto, such as Costs of
Issuance and meeting Reserve Requirements.

** Additional amounts of $1,156,929.63 and $920,035.17 were released from the Bond Reserve
Account for, respectively, the Series 2001 (C-1) and the Series 2001 (C-2) Securities.

Exh. 3 Page 1
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Schedule of Financial Arrangements

Provider

and _
Sale Order Provisions

Financial Arrangement

Exhibit 16

Provisions in Sale Order

Financial Facilities

Financial Guaranty Insurance

. Company ..............

13-53846-swr
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Financial Guaranty Insurance
Company ..............

Financial Security Assurance,
Inc............. e

Dexia Credit Local, acting
through it New York Agency

Financial Guaranty Insurance
Company ..............

FGIC Securities Purchase, Inc.

Financial Guaranty Insurance
Company ..............

FGIC Securities Purchase, Inc.

Bond Insurarice Policy, Series
2001(A)

Bond Insurance Policy, Series
2001(B)

Bond Insurance Policy, Series
2001(C-1)

Standby Bond Purchase
Agreement, Series 2001(C-1)

Bond Insurance Policy, Series
2001(C-2)

Standby Bond Purchase
Agreement, Series 2001(C-2)

Bond Insurance Policy, Series
2001 (D)

Bond Insurance Policy, Series
2001(E)

Standby Bond Purchase
Agreement, Series 2001(E)

Annex’E, Part 1
Annex E, Part 1
VRM Supplement,

Exhibit 10.01

None, separate agreement

Annex E, Part 1

None, separate agreement

ARM Supplement

Annex E

None, separate agreement

Reserve Fund Surety Policies

Financial Guaranty Insurance
Company ..............

Debt Service Reserve Fund
Policy, Senior Lien Bond
Reserve Account

Debt Service Reserve Fund
Policy, Series 2001 (D)
Second Lien Bond Reserve
Account

Exh. 16 Page |

Annex E, Part 2

ARM Supplement
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Provider

Financial Arrangement

Provisions in Sale Order

Financial Guaranty Insurance
Company ..............

Debt Service Reserve Fund
Policy, Series 2001 (E)
Second Lien Bond Reserve
Account

Annex E, Part 2

Interest Rate Exchange
Agreement Insurance

Financial Security Assurance,

Financial Guaranty Insurance
Company ..............

SWAP Insurance, Series
2001(C-1)

SWAP Insurance, Series
2001(C-2)

None _

None

Exh. 16 Page 2

Doc 5029-2 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 41 of 95




ignature Pages to Sale Order of the
inance Director of the City of Detroit with
‘respect to City of Detroit Sewage Disposal
System Revenue and Revenue Refunding
Bonds, Series 2001 relating to the below
mentioned 2001 Securities.]

Signature Pages for Fixed Rate Securities

1. Reserve Requirements.
(@ Upon the issuance and delivery of the Fixed Rate Securities, the Reserve
Requirements, calculated in accordance with the Bond Ordinance, are:

Bond Reserve Account Requirement*

Before issuance of 2001 Series (A) Securities . . .. ... $77,118,105.50
Upon issuance of 2001 Series (A) Secuntles ......... 81,029.192.00
Increasetobefunded ... ....... ... .. ... ... . ..., $3.911.087.50

*For all Senior Lien Bonds
Series 2001(B) Secoﬁd Lien Bond Reserve Requirement ... $9,534,414.43
(b) The ﬁmding of each Reserve Requirement shall be as follows:

0 The Bond Reserve Account Requirement shall be funded by a surety bond in
the amount of the Bond Reserve Account Requirement to be issued by Financial Guaranty
Insurance Company, and the City shall enter into a Debt Service Reserve Account Policy
Agreement having customary terms.

) The Series 2001(B) Second Lien Reserve Account Requirement shall be
funded by a deposit of proceeds of the Second Lien Bonds.

2. Sale of Fixed Rate Securities.

The Fixed Rate Securities shall be sold to UBS PaineWebber Inc., acting on behalf of
themselves and the other underwriters named in the Bond Purchase Agreement, dated as of the date
hereof, for the below stated purchase price plus accrued interest from the respective dates of the
Fixed Rate Securities to the date of delivery, on the basis of the representations set forth therein.

Senior Lien Bonds Second Lien Bonds

Purchase Price ............... $ 74,155,996.04 $116,953,051.32
Accrued Interest . .......... 412,837.01 641,804.17
Total Purchase Price ........... $ 74,568,833.05 $117,594,855.49
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Disposition of Proceeds

New Money Purposes

Disposition

Total Purchase Price .........coovnnnn.

Accrued Interest Deposit to Interest and

RedemptionFupd ......................

Capitalized Interest Deposit to Interest and

RedemptionFund ......................
Reserve Account Surety Bond Premium . . . ..

Reserve Account Deposit ................

Gross Amount for Deposit to Construction

Fund Series 2001 Subaccount .............

Less: Bond Insurance Premium . .. .........

Net Amount to be Deposited in the
Construction
Fund Series 2001 Subaccount

Senior Lien Bonds
Amount

$74,568,833.05

412,837.01

3,602,327.08
45,225.96
—0-—

70,504,780.37
314,427.95

70,194,015.05

Second Lien Bonds
Amount

$117,594,855.49

641,804.17

5,600,245.23
~0—
9,534,414.43

101,818,391.66
529,278.29

$101,289,113.37

[Signature Appears on Fixed Rate Signature Page S-1]

Fixed Rate Signature Page 2
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[Page Containing Signature of Finance
Director to Signature Pages with respect to

Fixed Rate Securities]

The Schedule of Terms for Fixed Rate Securities appended hereto are part of the Fixed Rate

/%//

A

/f. Edward Hannan
- Finance Director

City of Detroit

Signature Pages.

September 26, 2001

Fixed Rate Signature Page S-1
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Schedule of Terms
for
Fixed Rate Securities

1. Interest Payment Dates, Record Dates and Day Count Convention.

(@ Interest on the Fixed Rate Securities is payable January 1, 2002, and July 1, 2002,
and semi-annually thereafter on each January 1 and July 1.

(b) The record dates for Fixed Rate Securities are the 15th day of the calendar month
preceding each interest payment date. . : .

(©) The Day Count Convention for Fixed Rate Securities is 12 30-day months in a year
of 360 days.

2. Senior Lien Bonds.
(@ Principal Amount. $76,375,000
(b) Priority. Senior Lien Bonds.

(c) Title. City of Detroit Sewage Disposal System Senior Lien Revenue Bonds, Series
2001(A).

(d) Maturities and Interest Rates.

The Senior Lien Bonds shall mature on the dates and in the principal amounts and shall bear
interest at the respective interest rates per annum as set forth below as provided in the GT
Supplement.

Amount Interest

July 1 Maturing Rate
2022 .. $ 2,505,000 5%
2031 oo 73,870,000 51/8

Fixed Rate Schedule Page 1

13-53846-swr Doc 5029-2 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 45 of 95

ﬁ".\




(e Senior Lien Term Bonds.

The Senior Lien Bonds maturing on July 1, 2031, are Term Securities subject to redemption
on the dates and in the amounts of respective Sinking Fund Installments set forth below except that
the last such date shall not be a redemption date but shall instead be the maturity date.

Sinking
Fund
July 1 : _Installment
2023 ... $ 2,750,000
2024 ... 2,895,000
2025 ... 3,040,000
2026 ........ e 3,200,000
2027 ..o 3,365,000
2028 ... 3,535,000
2029 ... 3,720,000
2030 ... 25,040,000
2031*% L. 26,325,000

*Maturity Date

® Optional Redemption

The Senior Lien Bonds are subject to redemption at the option of the City, as a whole or in
part on any date on and after July 1, 2011, at a Redemption Price of 100% of the principal amount
thereof plus interest to the Redemption Date.
3. Second Lien Bonds.

(@ Principal Amount. $110,550,000

(b) Priority. Second Lien Bonds.

©) Title. City of Detroit Sewage Disposal System Second Lien Revenue Bonds, Series
2001(B).

Fixed Rate Schedule Page 2
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(d)  Maturities and Interest Rates.

The Second Lien Bonds shall mature on the dates and in the principal amounts and shall bear
terest at the respective interest rates per annum as set forth below as provided in the GT

‘Supplement.
Amount Interest
July 1 Maturing Rate

2029 oo $ 110,550,000 5% %

(e) Second Lien Term Bonds.

The Second Lien Bonds are Term Securities subject to redemption on the dates and in the
amounts of respective Sinking Fund Installments set forth below except that the last such date shall
not be a redemption date but shall instead be the maturity date.

Sinking
Fund
July 1 Installment
2023 L. $ 2,825,000
2024 ... 15,835,000
2025 16,635,000
2026 ... 17,480,000
2027 o 18,345,000
2028 .. 19,260,000
2029% ..l 20,170,000

*Maturity Date
® Optional Redemption
None

[End of Schedule of Terms for Fixed Rate Securities]

Fixed Rate Schedule Page 3
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_. ature Pages to Sale Order of the

ance Director of the City of Detroit with
pect to City of Detroit Sewage Disposal
fstem Revenue and Revenue Refunding
bonds, Series 2001 relating to the below
sentioned 2001 Securities.]

Signature Pages for Modal Securities

’ 1. Reserve Requirements.

Bond Reserve Account Requirement*

Before issuance of Series (C) Securities . . ......... $81,029,192.00**
Upon issuance of Series (C) Securities ............ 78.952.227.20
Excess to be included in Escrow Deposit ........... $2.,076,964.80

*For all Senior Lien Bonds
*¥Includes $3,911,087.50 increase attributable to Series (A)

2. Initial Mode.

The Series C-1 and Series C-2 Securities shall be issued as Variable Rate Securities in the
Weekly Mode, each Series bearing interest at the respective rate set forth in a certificate of the
Finance Director and delivered at the Closing.

3. Sale of Modal Securities.

The Series C Securities shall be sold to UBS PaineWebber Inc., acting on behalf of
themselves and the other underwriters named in the Bond Purchase Agreement, dated as of the
date hereof, for the below stated purchase price plus accrued interest, if any, from the respective

dates of the Modal Securities to the date of delivery, on the basis of the representations set forth
therein

Series C-1 Series C-2
Purchase Price ............. $159,483,057.42  $126,777,914.58
Accrued Interest  ......... -0- -0-
Total Purchase Price ........ $159,483,057.42 $126,777,914.58

Modal Securities Signature Page 1
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jisposition of Proceeds

efunding Purposes

Disposition Series C-1 Series C-2

Amount Amount
Total Purchase Price ................... $159,483,057.42 $126,777,914.58

Costs of Issuance

Paid at Closing "
Bond Insurance Premium ......... 706,531.31 465,481.20
Liquidity FacilityFee ............ 25,000.00 44,341.00
Swap Termination Insurance .. .... 121,600.00 112,000.00

For Deposit to Construction Fund Series
2001 Cost of Issuance Subaccount)

Other Costs of Issuance .......... 401,415.22 332,765.53

Escrow Deposit
CashDeposit ..................... 10.52 10.02
Purchase of “Open Market” Securities 132,050,000.00 -0-

Purchase of SLGS . ................. 27,335,430.00  126,743,352.00

[Signature Appears on Modal Securities Signature Page S-1]

Modal Securities Signature Page 2
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ge Containing Signature of Finance
Director to Signature Pages with Respect to
Variable Rate Securities]

The Schedule of Terms for Modal Securities appended hereto are part of the Modal
ignature Pages.

/]/. Edward Hannan
. Finatice Director

City of Detroit

 October 1, 2001

Modal Securities Signature Page S-1
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Schedule of Terms
for
Modal Securities

Interest Payment Dates, Record Dates and Day Count Convention.

(@ Interest on Modal Securities is payable on the Interest Payment Dates determined
 accordance with the VRM Supplement.

(b)  The record dates for the Modal Securities are as provided in the VRM
upplement. '

(c) The D.ay Count Convention for Modal Securities is as provided in the VRM
upplement.

Terms of Modal Securities.

(a) Principal Amount. As shown ilnder “Titles”.
) Priority. Senior Lien Bonds.

©) Titles as Variable Rate Securities.

€)) $159,970,000 City of Detroit Sewage Disposal System Senior Lien
Revenue Refunding Bonds(Variable Rate Demand), Series 2001(C-1).

2) $127,165,000 City of Detroit Sewage Disposal System Senior Lien
Revenue Refunding Bonds(Variable Rate Demand), Series 2001(C-2).

(d) - Maturity and Interest Rate.

(D Subject to change as provided in the VRM Supplement, the Variable Rate
Securities Series C-1 shall mature on July 1, 2027, in the principal amount of

$159,970,000 and shall bear interest at the rates as provided in the VRM Supplement.

2 Subject to change as provided in the VRM Supplement, the Variable Rate
Securities Series C-2 shall mature on July 1, 2029, in the principal amount of

$127,165,000 and shall bear interest at the rates as provided in the VRM Supplement.

Modal Securities Schedule Page-1
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()  Modal Term Securities.

Subject to change as provided in the VRM Supplement, the Modal Securities are Term
ecurities subject to redemption on the dates and in the amounts of respective Sinking Fund

. Installments set forth below except that the last such date shall not be a redemption date but shall
* instead be the maturity date.

Series C-1 Series C-2
Sinking Fund Sinking Fund

July 1 Installments Installmeqts
2002 ..o, $2,765,000  $2,205,000
2003 .o 345,000 - 225,000
2004 ... 360,000 235,000
2005 ... 380,000 245,000
2006 ... 400,000 255,000
2007 ..o 415,000 375,000
2008 ... 435,000 285,000
2009 ... 455,000 300,000
20010 ... 475,000 315,000
2011 ... 500,000 330,000
2012 .. ' 520,000 345,000
2013 . 545,000 360,000
2014 ... 575,000 375,000
2015 .. 600,000 395,000
2016 ..o 625,000 415,000
2017 oo 655,000 435,000
2008 . 690,000 455,000
2019 .o 720,000 475,000
2020 ... 755,000 495,000
2021 ..o 790,000 520,000
2022 o 10,225,000 545,000

Modal Securities Schedule Page-2
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Series C-1 Series C-2
Sinking Fund Sinking Fund

July 1 Installments  Installments

2023 .. 10,150,000 570,000

2024 ... 26,180,000 595,000

2025 .......... e 27,325,000 625,000

2026 ... - 35,705,000 655,000 .
2027* .o $37,380,000 685,000 -

2028 . 55,910,000

2029** .. .. e $58,540,000

*Maturity Date, Series C-1
**Maturity Date, Series C-2

Modal Securities Schedule Page-3
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[Signature Pages to Sale Order of the
Finance Director of the City of Detroit with
respect to City of Detroit Sewage Disposal
System Revenue and Revenue Refunding
Bonds, Series 2001 relating to the below
mentioned 2001 Securities.]

Addendum
to
Signature Pages for Modal Securities

1.  Separate Sale.

The Modal Securities described in this Addendum (the Series E Securities) were sold on
the date set forth on the signature page for this Addendum and were sold separate and apart from
the Modal Securities Series C-1 and Series C-2.

2. Reserve Requirements.

(@) Upon the issuance and delivery of the Series E Modal Securities, the Second Lien
Bond Reserve Requirement Series 2001 (E) Second Lien Bond Reserve Account, calculated in
accordance with the Bond Ordinance, is $10,605,321.49.

(b) The Second Lien Bond Reserve Account Requirement shall be funded by a surety
bond in the amount of the Bond Reserve Account Requirement to be issued by Financial
Guaranty Insurance Company, and the City shall enter into a Debt Service Reserve Account
Policy Agreement having customary terms.

3. Initial Mode.

The Series E Modal Securities shall be issued as Variable Rate Securities in the Flexible
Rate Mode, bearing interest at the rate of 2.12% per annum during the initia] Flexible Rate
Period which shall end on October 3, 2002.

4. Sale of Series E Modal Securities.

The Series E Modal Securities shall be sold to UBS PaineWebber Inc., acting on behalf of
themselves and the other underwriters named in the Bond Purchase Agreement, dated as of the
date hereof, for the below stated purchase price plus accrued interest, if any, from the date of the
Series E Modal Securities to the date of delivery, on the basis of the representations set forth
therein '

Purchase Price ............. $138,459,940.47
Accrued Interest  ......... -0~
Total Purchase Price ........ $138,459,940.47

Modal Securities Addendum Signature Page 1
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Disposition of Proceeds

New Money Purposes
Disposition Amount

Total Purchase Price ...... ceee $138,459,940.47
Capitélize'd Interest Deposit to Second
Lien Bond Redemption Fund . . .. ... 2,726,675.35
Reserve Account Surety Bond
Premium .............ccooin.n. 159,079.82
Reserve Account Deposit......... -0-

Gross Amount for Deposit to
Construction Fund Series 2001

Subaccount . ................... 135,574,185.30
Less: Bond Insurance Premium . . .. 707,577.33
Less: Liquidity Facility Fee ... .... 50,372.00

Net Amount to be Deposited in the
Construction Fund Series 2001
Subaccount .. .................. *$134,816,235.97
*Includes the amount of $396,108.29 which constitutes “Capitalized Expenses”and which
shall be used and applied as provided in Paragraph 9 of the Sale Order.

[Signature Appears on Modal Securities Addendum Signature Page S-1]

Modal Securities Addendum Signature Page 2
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" [Page Containing Signature of Finance
Director to Addendum Signature Pages with
Respect to Modal Securities]

The Schedule of Terms for Series E Modal Securities appended hereto are part of the
. Modal Signature Pages.

. Edward Hannan
” Finance Director
City of Detroit

October 18, 2001

Modal Securities Addendum Signature Page S-1
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Schedule of Terms
for
Series E Modal Securities

Interest Payment Dates, Record Dates and Day Count Convention.

(a)  Interest on Series E Modal Securities is payable on the Interest Payment Dates
etermined in accordance with the VRM Supplement.

(b)  The record dates for the Series E Modal Securities are as provided in the VRM
* Supplement.

(c) The Day Count Convention for Series E Modal Securities is as provided in the
VRM Supplement. :

2. Terms Qf Series E Modal Securities.
(a) Principal Amount. $139,080,000
(b)  Priority. Second Lien Bonds.
() Title as Variable Rate Securities.

City of Detroit Sewage Disposal System Second Lien Revenue Bonds (Variable Rate
Demand), Series 2001(E).

(d) Maturity and Interest Rate.

Subject to change as provided in the VRM Supplement, the Series E Modal Securities
shall mature on July 1, 2031, and shall bear interest at the rates as provided in the VRM
Supplement. '

()  Modal Term Securities.

Subject to change as provided in the VRM Supplement, the Series E Modal Securities are
Term Securities subject to redemption on the dates and in the amounts of respective Sinking
Fund Installments set forth below except that the last such date shall not be a redemption date but
shall instead be the maturity date.

Series E
L Sinking Fund
July 1 Installments
2024 ...l L. $2,015,000
2025 ... 2,130,000

Modal Securities Addendum Schedule Page 1
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Series E

b Sinking Fund
July 1 Installments
2026 ...t 2,145,000
2027 oo 2,145,000
2028 ... 1,415,000
: 2029 ... ' 1,360,000
2030 ...l 62,565,000
2031*% (...l $65,305,000

*Maturity Date

Modal Securities Addendum Schedule Page 2
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ignature Pages to Sale Order of the "~ Execution Copy
inance Director of the City of Detroit with
Iespect to City of Detroit Sewage Disposal

“System Revenue and Revenue Refunding
' Bonds, Series 2001 relating to the below

mentioned 2001 Securities.]

Signature Pages for Auction Rate Securities (Series 2001(D))

1. Reserve Requirements.

(1)  Upon the issuance and delivery of the Auction Rate Securities, the Reserve

‘Requlrement with respect to the Auction Rate Secuntles calculated in accordance with the Bond

-

Ordinance, is
Second Lien Bond Reserve SUbaccount .........coovvvervvveveerererierenans $7,379,761.42

2) The Second Bond Reserve Account Requirement shall be funded by the issuance
of a debt service reserve surety bond (the "Reserve Policy") by MBIA Insurance Corporation.

2. Appointment of Auction Agent.
The Bank of New York is hereby appointed to be Auction Agent

3. Sale of Auction Rate Securities.

The Auction Rate Securities shall be sold to UBS PaineWebber Inc., as Underwriter
under the Bond Purchase Agreement dated as of the date hereof, for the below stated purchase
price plus accrued interest, if any, from the respective dates of the Auction Rate Securities to the
date of delivery, on the basis of the representations set forth therein

Purchase Price:.....ccoovrviirveeceiieeieecen e $100,597,213.69
Accrued Interest: ..........cveeeveeeiieeiiceeneree e 0.00
Total Purchase Price: ......ccoceciveviivcesiinnereennne $100,597,213.69

*Equal to par, plus original issue premium of $8,809,650.50 less Underwriter's discount of $662,436.81

Disposition of Proceeds

New Money Purposes

Disposition Amount
Total Purchase Price $100,597,213.69
Less: Bond Insurance and Reserve Policy Premiums (620,000.00)

Less: Deposit to Second Lien Bond Redemption
Account of the Junior Lien Bond Fund for

Capitalized Interest (4,697,975.14)
Net Amount to be Deposited in the Construction
Fund Series 2001 Subaccount $95,279,238.55

[Signature Appears on Auction Rate Signature Page S-2]
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age Containing Signature of Finance
“Director to Signature Pages with respect to
Auction Rate Securities)

The Schedule of Terms for Auction Rate Securities appended hereto are part of the
Auction Rate Signature Pages.

==

” Edward Hannan
Finance Director
City of Detroit

October 18, 2001

Auction Rate Signature Page S-2
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Schedule of Terms
for :
Auction Rate Securities

4. Interest Payment Dates, Record Dates and Day Count Convention.

(1) Interest on Auction Rate Securities of each Tranche is payable on January 1, 2002
and semi-annually thereafter on each July 1 and January 1 to and including the first day of the
Initial Auction Period applicable to such Tranche; thereafter interest on the Auction Rate
Securities of such Tranche is payable on the Interest Payment Dates determined in accordance

with the ARM Supplement.

) The record dates for the Auction Rate Securities are the 15th day of the calendar
month during the Initial Interest Period for Tranche D-1 and D-2 and thereafter, the record dates
are as provided in the ARM Supplement.

?3) The Day Count Convention for Auction Rate Securities is 12 30-day months in a
year of 360 days during the Initial Interest Period for Tranche D-1 and D-2 and, thereafter, the
Day Count Convention is as provided in the ARM Supplement.

5. Terms of Auction Rate Securities.

(1) Principal Amount.

Tranche D-1 $20,000,000
Tranche D-2 72,450,000
Total $92,450,000

) Priority. Second Lien Bonds.

3) Title. City of Detroit Sewage Disposal System Second Lien Revenue Bonds
(ARCs), Series 2001 (D-1) and Series 2001 (D-2).

4) Maturity and Interest Rate.

The Auction Rate Securities in the following Tranches shall mature on the respective
dates and in the respective principal amounts and shall bear interest from the date thereof
(October 23, 2001), at the respective initial interest rates per annum as set forth below during the
respective Initial Interest Period applicable thereto; thereafter, the Auction Rate Securities bear
interest at the rates, payable on the dates as provided in the ARM Supplement:

Auction Rate Signature Page S-3
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Initial

Tranche July 1 Amount Interest Initial Interest
Maturing Rate Period (Inclusive)
D-1....occeeee 2032........... $20,000,000 5.50% October 23, 2001 —

June 30, 2008

D-2........ 2. 2032 $72,450,000 5.50% - Qctober 23,2001 —
December 31, 2011

[End of Schedule of Terms for Auction Rate Securities]

G:\D\Detroit\2001 Sewer\Docs\arcsigpage-f.doc

Auction Rate Signature Page S-4
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Annex A

General Terms of 2001 Securities Supplement

This General Terms of 2001 Securities Supplement is a supplement to the Composite
Sale Order with respect to Series 2001 Securities executed by the Director of Finance of the
City of Detroit and together therewith and with all other supplements and all exhibits constitutes
the Sale Order.

Article I
Definitions

-

Section 1.01. Definitions.

In addition to the terms defined in or pursuant to the Sale Order, the following terms shall
have the following respective meanings for all purposes of the Sale Order unless the context
clearly otherwise requires:

Holder and Securityholder means, as to any particular Security, the Person
is whose name such Security is registered on the books maintained for that
purpose by the Registrar.

Paying Agent means, as to any particular Security, the Person by whom
such Series 2001 Security is payable in respect of interest or principal (and
premium, if any), as the case may be.

* Principal Installment Date means any July 1.

Registrar means, as to any particular Security, the Person who maintains
the Registry therefor pursuant to the Sale Order.

Registry means as to any particular Security, the books for the registration
thereof maintained by the Registrar.

Article II
General Terms

Section 2.01. Numbers and Pr_efixes.

Series 2001 Securities shall be numbered consecutively from “1” within each Type and
prefixed with the letter “R”. Any Variable Rate Security issued pursuant to Section 6.14 of the
VRM Supplement shall be additionally identified as a replacement Security to distinguish it from
all other Modal Securities.

Section 2.02. Form, Title and Additional Designations.
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The Non-Provider Securities shall be in the form prescribed by Exhibit 2.02 hereto and
shall bear title, series designation and additional designations as provided in the respective
signature pages to the Sale Order.

Section 2.03. Dating.

Upon initial issuance, all Non-Provider Securities except Fixed Rate Securities and CPI
Securities shall be dated the Closing Date, and all Fixed Rate Securities and CPI Securities shall
be dated as of September 15, 2001.

Section 2.04. Execution.

Series 2001 Securities shall be executed as provided in Section 5(j) of the Bond
Resolution.

Section 2.05. Maturities and Interest Rates.

Maturities and interest rates for each Type shall be as provided in the Schedule of Terms
appended to the respective signature pages to the Sale Order.

Section 2.06. Interest.

Each Security shall bear interest from its date or from the most recent Interest Payment
Date on which interest has been paid or duly provided for through the day before the next Interest
Payment Date, and such interest shall be payable at the rate established for such Security in or
pursuant to the Sale Order, calculated at the applicable Day Count Convention and payable as
provided in Section 15 of the Bond Resolution except that interest on Modal Securities shall be
payable as provided in the VRM Supplement.

Section 2.07. Manner and Places of Payment.

()  Principal. Principal and premium, if any, of Series 2001 Securities is payable as
provided in Section 5(c)(1) of the Bond Resolution and in the case of Variable Rate Securities is
also payable at the Tender Agent upon presentation and surrender thereof.

(b Interest. Interest on Series 2001 Securities is payable as provided in Section
5(d)(2) of the Bond Resolution and in the case of Variable Rate Securities and the Auction Rate
Securities is also payable as provided in, respectively, the VRM Supplement and the ARM
Supplement.

A-2
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Section 2.08. Limitations on Transfer.

The transfer of Auction Rate Securities is subject to such limitations as may be contained
in the Auction Rate Mode Supplement in addition to any limitations otherwise applicable.

Section 2.09. Imitial Issuance.

The Series 2001 Securities shall be issued in certificated form, fully registered in the
name of the Securities Depository or its nominee and shall be initially issued as fewest number of
certificates for each CUSIP number as are possible under the regulations of the Securities
Depository governing the maximum denomination of a single certificate.

Section 2.10. Authentication after Initial Issnance.
After initial issuance, Series 2001 Securities shall be authenticated as follows:

(1)  All Fixed Rate Securities and all CPI Securities shall be authenticated by
the Transfer Agent.

(2)  Auction Rate Securities shall be authenticated by the Transfer Agent.

3) Modal Securities:

(1) All Variable Rate Securities issued in transfer, exchange,
redemption or purchase, and Modal Fixed Rate Securities issued on a Mode
Change Date, shall be authenticated by the Tender Agent as fully to all intents and
purposes as though authenticated by the Transfer Agent.

(ii) All Modal Fixed Rate Securities issued in transfer, exchange,
redemption or purchase shall be authenticated by the Transfer Agent.

) All Provider Securities in certificated form shall be authenticated by the
Tender Agent.

Section 2.11. Provider Securities.

The terms of Provider Securities shall be as provided in the VRM Supplement.

»

Section 2.12. Term Securities and Sinking Fund Installment Redemption.

(a) Series 2001 Securities identified in the Schedule of Terms appended to the
respective signature pages to the Sale Order as Term Securities are subject to redemption from
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inking Fund Installments as set forth therein. Sinking Fund Installments for Variable Rate
Securities may be changed as provided in the VRM Supplement.

(b)  Term Securities subject to Sinking Fund Installments are subject to redemption
upon notice given as provided in this Supplement in part on each Principal Installment Date in
the amount of the Sinking Fund Installment for such Principal Installment Date after giving effect
to any amounts credited to such Sinking Fund Installment as a result of the redemption or
purchase of Term Securities of such maturity pursuant to Section 4.04 hereof at a Redemption
Price of 100% of the pr1n01pa1 amount thereof to be redeemed plus interest accrued to the
¥ Redemption Date. -

Section 2.13. Optional Redemption.

(a) Fixed Rate Securities: As provided in the signature pages for the Fixed Rate
Securities.

(b) CPI Securities: As provided in the signature pages for the CPI Securities.

(©) Modal Securities: As provided in the VRM Supplement.

(d) Auction Rate Securities: As provided in the ARM Supplement.

Article II1
Exchange and New Certificates

Section 3.01. Exchange.

Reference is made to Section 5(f) of the Bond Resolution for provisions relating to the
exchange of Series 2001 Securities; provided that references therein to “Transfer Agent” shall
instead refer to “Tender Agent” in the case of Variable Rate Securities.

Section 3.02. New Certificates.

If a certificated Series 2001 Security bearing a particular CUSIP number (a Predecessor
Security) is no longer fungible with all other certificated Series 2001 Securities bearing the same
CUSIP number, then a new Series 2001 Security in the appropriate certificated form shall be”
executed by the City, authenticated by the Transfer Agent or Tender Agent, as the case may be,
and delivered in exchange for the Predecessor Security if and when required by the Securities
Depository.

A4
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Article IV
Redemption

ection 4.01. Selection of Series 2001 Securities for Redemption.

(a) Unless required to satisfy maturing Sinking Fund Installments, maturities of
Series 2001 Securities to be selected for redemption shall be selected for redemption in such

- manner as the Finance Director deems appropriate, and Series 2001 Securities to be selected for
! redemption within a maturity when less than the maturity is to be called for redemption shall be
. selected by lot. - ' :

(b) Of the Series 2001 Securities to be selected for redemption, such Series 2001
Securities shall be selected in multiples of the minimum Authorized Denomination thereof, and
Series 2001 Securities of denominations of more than such minimum Authorized Denomination
shall be treated as representing the number of Series 2001 Securities obtained by dividing the
denomination of the Series 2001 Security by such minimum Authorized Denomination, and such
Series 2001 Securities may be selected for redemption in part. '

Section 4.02. Notice of Redemption.

(a) When Series 2001 Securities, or portions thereof, are to be for redeemed, the
Registrar for such Series 2001 Securities shall in its own name or in the name of the City, give
notice by first class mail not less than 30 days prior to the date fixed for redemption to the
registered owners of the Series 2001 Securities or portions thereof to be redeemed at their
addresses set forth in the Registry. '

(b) Each such notice shall specify the complete name, and the CUSIP numbers of the
Series 2001 Securities to be redeemed, the redemption date and the place or places where
amounts due upon such redemption will be payable (including the name, address and telephone
number of a contact person at such places) and, if less than all the Series 2001 Securities are to
be redeemed, the letters and numbers or other distinguishing marks of such Series 2001
Securities to be redeemed, and such notice shall also specify the respective portions of the
principal amounts thereof to be redeemed. Such notice shall further state that on such date there
shall become due and payable upon each Series 2001 Security, or a portion thereof to be
redeemed, the redemption price thereof, together with interest accrued to the redemption date,
and that from and after such date interest thereon shall cease to accrue and be payable.

(©) A copy of each notice shall be sent by the Registrar to (1) at least two of the
national information services that disseminate redemption notices or redemption notice
information (so long as two such services exist), and (ii) to each Provider of a Financial Facility,
if any, in respect of such Series 2001 Securities except in the case of redemption by reason of
Sinking Fund Installments.

A-5
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Section 4.03. Payment of Series 2001 Securities Called for Redemption.

(a) Notice having been given in the manner herein provided, the Series 2001
Securities so called for redemption shall become due and payable on the date fixed for the
redemption thereof at the applicable Redemption Price, plus interest accrued to the date of
redemption and shall be paid as provided in Section 2.07 hereof.

(b)  If on the Redemption Date for any Series 2001 Securities, moneys for the payment
of the Redemption Price thereof, plus interest to accrue to the Redemption Date, are held by the
Paying Agent therefor so as to be available therefor on said date, and if notice of redemption *
shall have been given as aforesaid, then, from and after such Redemption Date such Series 2001
Securities so called for redemption shall cease to bear interest; otherwise, such Series 2001
Securities shall continue to bear interest until paid at the same rate as they would have borne had

'they not been called for redemption.

Section 4.04. Satisfaction of Mandatory Redemption Requirements.

Reference is made to Section 11(b) of the Bond Resolution for provisions relating to the
satisfaction of Mandatory Redemption Requirements. References therein to “Mandatory
Redemption Requirements” refer to Sinking Fund Installments.

Section 4.05. Redemption of Less than all of a Security.

If there shall be called for redemption less than all of a Series 2001 Security in a
denomination greater than minimum Authorized Denomination thereof, the City shall execute (if
not otherwise executed) and the Registrar therefor shall authenticate and deliver upon surrender
of such Series 2001 Security, without charge to such Holder thereof, a Series 2001 Security or
Series 2001 Securities in any Authorized Denomination specified by such Holder not in excess of
the aggregate principal of the unredeemed portion of such Series 2001 Security of the same tenor
bearing interest at the same rate and maturing on the same date in the amount of the unredeemed
portion of the Series 2001 Security so surrendered.

Article V
Securities Depository and Financial Facilities

Section 5.01. Concerning the Securities Depository.

(a) Reference is made to Section 7 of the Bond Resolution for provisions concerning
the Securities Depository.

A-6
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(b) Section 7 is hereby modified in order to conform to current municipal finance
practices:

(1)  All references therein to the “Transfer Agent” shall include the Transfer
Agent to the extent otherwise applicable.

(2)  All references therein to a “representation letter” shall, in the absence of a
representation letter in accordance with current procedures of the Securities Depository,
refer to the current operational procedures between the Securities Depos1tory and the

- Transfer Agent and, if applicable, the Tender Agent.

() All provisions of Section 7 as above modified shall govern to the extent of a.ny
conflict with other provisions of the Sale Order except as may be otherwise required by a

‘Financial Facilities Agreement.

1

Section 5.02. Financial Facility Agreements.
So long as any Financial Facility entered into pursuant to the Sale Order is in effect, and
the obligor thereunder has not failed to comply with its payment obligations, the provisions

thereof shall govern to the extent of any conflict with the Sale Order.

[End of General Terms of 2001 Securities Supplement)
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Exhibit 2.02

Forms of Series 2001 Securities

The Types of the Series 2001 Securities shall be in substantially the following respective
forms and tenor with such necessary or appropriate omissions, insertions and variations as are
permitted or required by the Sale Order and are approved by the Persons executing the same and
the Securities on behalf of the City and execution thereof by such Person shall constitute
conclusive evidence of such approval.

. Fixed Rate Securities -

The Fixed Rate Securities shall be in substantially the following form with these
particulars:

Aggregate
Series Principal
Designation Priority Amount
Ao . Senior $76,375,000
B............. Second  $110,550,000

[Form of Fixed Rate Securities begins on following page.]

Exh. 2.02 Page 8
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[Form of Fixed Rate Securities]

R-

Notice: Unless this certificate is presented by an authorized representative of The Depository
Trust Company, a New York corporation (DTC), to the City of Detroit or its agent for registra-
tion of transfer, exchange or payment, and any certificate issued is registered in the name of Cede
& Co. or such other name as requested by an authorized representative of DTC (and any payment
is made to Cede & Co. or to such other entity as is requested by an authorized representative of
DTC), any transfer, pledge or other use hereof for value or otherwise by or to any person is
wrongful inasmuch as the registered owner hereof, Cede & Co., has an interest herein.

United States of America
State of Michigan
County of Wayne

City of Detroit
Sewage Disposal System
[Priority] Lien Revenue Bonds
Series 2001([Series Designation])

s Interest
Maturity Date Rate Bond Date CUSIP
July 1 [Year of September 15, 2001
Maturity)

Registered Holder: Cede & Co.
Principal Sum: $

The City of Detroit, Wayne County, Michigan (the City) acknowledges itself indebted and for
value received hereby promises to pay, but only from the sources hereinafter provided, to the
Registered Holder named above, or registered assigns, on the Maturity Date the Principal Sum,
unless redeemed prior thereto as hereinafter provided, upon presentation and surrender of this
bond at the designated office of U.S. Bank Trust National Association as transfer agent or at the
office of its successor as transfer agent (such transfer agent and any successor, the Transfer '
Agent) and interest on the Principal Sum from the Bond Date or from the most recent Interest
Payment Date to which interest has been paid or duly provided for, until payment of the Principal
Sum has been made or duly provided for, on January 1, 2002, and July 1, 2002, and semi-
annually thereafter on each January 1 and July 1 at the Interest Rate shown above to the Person in
whose name this bond is registered as of the 15th day of the preceding calendar month.

Form of Fixed Rate Securities Exh. 2.02 Page 9
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This bond is one of the bonds of a series of bonds designated “City of Detroit $[4ggregate
Principal Amount] Sewage Disposal System [Priority] Lien Revenue Bonds, Series 2001 [Series
Designation]” (the Bonds). The Bonds are issued under the provisions of Act No. 94, Public
Acts of Michigan, 1933, as amended (the Acf), and pursuant to Ordinance No. 27-86 of the City,
as amended and supplemented to the Bond Date (the Bond Ordinance), a Resolution adopted by
the City on August 1, 2001, as amended (the Resolution), and a Composite Sale Order of the
Finance Director dated, as to the Bonds, September 26, 2001 (the Sale Order, and together with
the Bond Ordinance and the Resolution, the Bond Documents).

The Bonds are issued in full compliance with the Constitution and statutes of the State of
Michigan, specifically including the Act, for the purposes set forth in the Bond Documents.

Pledge and Priority

For the prompt payment of principal (and premium, if any) of and interest on the Bonds, the Net
Revenues of the System are irrevocably pledged and a statutory lien is hereby recognized and
created. [The following sentence to appear in only Series A Securities: Such lien is a first

lien and the Bonds are of equal standing on a parity with all other obligations heretofore and
hereafter issued or incurred under the Bond Ordinance and secured by a first lien on Net
Revenues.] [The following sentence to appear in only Series B Securities: Such lien is a second
lien, subject to obligations heretofore and hereafter issued or incurred under the Bond Ordinance
and secured by a first lien on Net Revenues. The Bonds are of equal standing on a parity with all
other obligations heretofore and hereafter issued or incurred under the Bond Ordinance and
secured by a second lien on Net Revenues. |

Payment in Legal Tender

The principal (and premium, if any) of, and interest on, this bond is payable in such coin or
currency of the United States of America as at the time of payment is legal tender for the
payment of public and private debts.

Redemption

[The following only appears in the Series A Securities:
Optional Redemption

The Bonds maturing on and after July 1, 2012, are subject to redemption on and after July
1, 2011, upon notice given as required in the Bond Documents in whole or in part on any date at
the option of the City at a Redemption Price of 100% of the principal amount thereof to be
redeemed plus interest accrued to the Redemption Date.]

Form of Fixed Rate Securities Exh. 2.02 Page 10
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: Sinking Fund Redemption

[The following only appears in the Series A Securities: _

The Bonds maturing on July 1, 2031, are subject to mandatory redemption prior to maturity upon
notice given as required in the Bond Documents in part through the application of Sinking Fund
Installments as provided in the Sale Order on each July 1, commencing July 1, 2023, at a
Redemption Price of 100% of the principal amount thereof to be redeemed plus interest accrued
to the Redemption Date.]

[The following only appears in the Series B Securities: *

The Bonds are subject to mandatory redemption prior to maturity upon notice given as required
in the Bond Documents in part through the application of Sinking Fund Installments as provided
in the Sale Order on each July 1, commencing July 1, 2023, at a Redemption Price of 100% of
the principal amount thereof to be redeemed plus interest accrued to the Redemption Date.]

Effect of Call for Optional or Mandatory Redemption

As of the Redemption Date, if this bond has been called for redemption, proper notice of
redemption has been given and funds sufficient to pay the Redemption Price are available as
provided in the Bond Documents interest will cease to accrue on this bond.

Transfer — Payments to Registered Holders

The registration of this bond is transferable only as provided in the Bond Documents. The
Transfer Agent and the City may treat the Registered Holder hereof as the absolute owner hereof
for all purposes, whether or not this bond shall be overdue.

Reference and Incorporation of Bond Documents

Reference is hereby made to the Bond Documents, and the provisions thereof as they relate to the
Bonds are hereby made a part of this bond to the extent not in conflict with the terms stated in
this bond.

Additional Obligations

[The following paragraph to appear only in the Series A Securities: The Bond Ordinance
permits the issuance of additional Securities and the incurring of Ancillary Obligations secured
with a lien on Net Revenues of a priority equal or lower than the priority of the lien securing

this bond.] \

[The following paragraph to appear only in the Series B Securities: The Bond Ordinance
permits the issuance of additional Securities and the incurring of Ancillary Obligations secured

Form of Fixed Rate Securities Exh. 2.02 Page 11
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with a lien on Net Revenues of a priority senior to, equal or lower than the priority of the lien
securing this bond. ]

Amendment of Bond Documents.

The Bond Documents contain provisions permitting the amendment thereof, which, under
certain circumstances, can become effective without any consent of registered holders of the
Bonds and under other circumstances require consent of a majority of registered holder of the

Bonds. .

Obligation of Bonds

This bond is a self-liquidating bond and is not a general obligation of the City and does
not constitute an indebtedness of the City within any constitutional, statutory or charter
limitation, but is payable, both as to principal and interest solely from the Net Revenues
of the System. The principal of (and premium, if any) and interest on this bond are
secured by the statutory lien of the priority described above.

Authentication Required for Validity

This bond shall not be valid until the certificate of authentication hereon shall have been signed
as therein provided.

[Signatures and Certificate of Authentication follow]

Form of Fixed Rate Securities Exh. 2.02 Page 12
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he Bond Date.
City of Detroit

By

Mayor

and

Finance Director

Certificate of Authentication

Witness Whereof, the City Council of the City of Detroit, County of Wayne, State of
higan, has caused this bond to be signed in its name by the facsimile signatures of its Mayor
its Finance Director and a facsimile of its corporate seal to be imprinted on this bond all as

This bond is one of the bonds of the issue described in the within-mentioned Bond

Documents.
U. S. Bank Trust National Association, Transfer
Agent
By
Authorized Officer
Date of Authentication: , 2001
* ok %k * ok ok k¥ %
Statement of Insurance
[As required by Bond Insurer|
* ok Ok * ok  k  k  k
Form of Fixed Rate Securities Exh. 2.02 Page 13
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Form of Assignment

For Value Received the undersigned hereby sells, assigns and transfers unto

*  [Please insert Social Security
“ or other identifying number
of assignee.] . | |

[Please print or typewrite name and address of transferee.]

the within bond and all rights thereunder and hereby irrevocably constitutes and appoints
attorney to transfer the within bond

on the books kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

[Bank, Trust Company or Firm)] Note: The signature to this assignment must
correspond with the name as it appears on the
face of the within bond in every particular,
without alteration or enlargement or any change
whatsoever.

Authorized Officer

Form of Fixed Rate Securities Exh. 2.02 Page 14
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Modal Securities

The Modal Securities shall be in substantially the following form with these
particulars:

Year
A of Aggregate
Series Refunding Matu- Initial Principal
Designation Priority Caption rity Mode Amount
Cl ...t Senior Yes 2027 Weekly $159,970,000
C2 ... i Senior Yes 2029 Weekly $127,165,000
E..ooooiiiii. Second No 2031 Flexible $139,080,000 |

Sinking Sale

Series Fund - Order

Designation Type Year Date

C-1 ... Variable Rate 2002 October 1
Demand

C2 . Variable Rate 2002 Octobertl
Demand

E. ... ... ... Variable Rate 2024 October 18
Demand

The Modal Securities shall have the designation of “(Variable Rate Demand)” upon initial
issuance and until the mode is changed to the Auction Rate Mode or a Modal Fixed Rate Mode.
Upon any such Mode change, the designation shall be respectively changed to “(ARCs)” or
“(Modal Fixed Rate)” if and to the extend that new bond certificates are required by the Securities
Depositary.

[Form of Modal Securities begins on following page.]

Exh. 2.02 Page 15
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[Form of Modal Securities]

R-

" Notice: Unless this certificate is presented by an authorized representative of The Depository Trust
" Company, a New York corporation (DTC), to the City of Detroit or its agent for registration of
~ transfer, exchange or payment, and any certificate issued is registered in the name of Cede & Co.
or such other name as requested by an authorized representative of DTC (and any payment is made
to Cede & Co. or to such other entity as is requested by an authorized representative of DTC), any
transfer, pledge or other use hereof for value or otherwise by or to any person is wrongful
inasmuch as the registered owner hereof, Cede & Co., has an interest herein.

[The following to appear on all Modal Securities except Modal Fixed Rate Securities:
This bond is subject to mandatory tender for purchase at the time and in the manner as
provided herein and must be so tendered, and if not so tendered will be deemed to have been

tendered.]

“United States of America
State of Michigan
County of Wayne

City of Detroit
Sewage Disposal System
[Priority] Lien Revenue [Refunding] Bonds

([Typel),
Series 2001([Series Designation])

Interest
Maturity Rate Mode Bond Date CUSIP

_Date :
July 1 [Year of [Initial Mode] October 23, 2001

Maturity]

Registered Holder: Cede & Co.
Principal Sum: $

The City of Detroit, Wayne County, Michigan (the City) acknowledges itself indebted and
for value received hereby promises to pay, but only from the sources hereinafter provided, to
the Registered Holder named above, or registered assigns, on the Maturity Date the Principal
Sum, unless redeemed prior thereto as hereinafter provided, upon presentation and surrender of
this bond as provided in the hereinafter defined VRM Supplement and interest on the Principal
Sum from the Bond Date or from the most recent Interest Payment Date to which interest has

Form of Modal Securities Exh. 2.02 Page 16
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en paid or duly provided for, until payment of the Principal Sum has been made or duly
osrovided for, on the dates (Interest Payment Dates) and at the rates determined as described
Jjow to the Person in whose name this bond is registered as of the record date established as
rovided in the VRM Supplement.

This bond is one of the bonds of a series of bonds designated “City of Detroit ${4ggregate

Principal Amount] Sewage Disposal System [Priority] Lien Revenue [Refunding] Bonds

[Typel, Series 2001[Series Designation]” (the Bonds). The Bonds are issued under the

provisions of Act No. 94, Public Acts of Michigan, 1933, as amended (the Acr), and pursuant to

. Ordinance No. 27-86 of the City, as amended and supplemented to the Bond Date (the Bond

. Ordinance), a Resolution adopted by the City on August 1, 2001, as amended (the Resolution),

% and a Composite Sale Order of the Finance Director dated, as to the Bonds, [Sale Order Date],

2001 (the Sale Order, and together with the Bond Ordinance and the Resolution, the Bond

* Documents) and particularly Annex C to the Sale Order, titled “Variable Rate Mode Supple-
ment and Agreement”, dated as of September 1, 2001 (the VRM Supplement), among the City,
U.S. Bank Trust National Association, as trustee and transfer agent (as transfer agent, together
with any successor transfer agent, the Transfer Agent) and U.S. Bank Trust National Associa-
tion, as tender agent (together with any successors tender agent, the Tender Agent).

The Bonds are issued in full compliance with the Constitution and statutes of the State of
Michigan, specifically including the Act, for the purposes set forth in the Bond Documents.

Pledge and Priority

For the prompt payment of principal (and premium, if any) of and interest, the Net Revenues of
the System are irrevocably pledged and a statutory lien is hereby recognized and created. [The
Jollowing sentence to appear in only Series C Securities: Such lien is a first lien and the Bonds
are of equal standing on a parity with all other obligations heretofore and hereafter issued or
incurred under the Bond Ordinance and secured by a first lien on Net Revenues.] [77e
following sentence to appear in only Series E Securities: Such lien is a second lien, subject to
obligations heretofore and hereafter issued or incurred under the Bond Ordinance and secured
by a first lien on Net Revenues. The Bonds are of equal standing on a parity with all other
obligations heretofore and hereafter issued or incurred under the Bond Ordinance and secured
by a second lien on Net Revenues. ]

Interest Modes

The Bonds bear interest as niodal bonds. As such, the interest mode (a Mode) of Bonds may be
changed from one Mode to another as provided in the VRM Supplement, and while in a Mode
are subject to redemption and tender particular to that Mode as provided in the VRM Supple-
ment. [The following sentence to appear in only Series C Securities: The VRM Supplement
does not require all Bonds to be in the same Mode; consequently, the circumstances of
redemption and tender may not be the same for all Bonds.] [The following sentence to appear

Form of Modal Securities Exh. 2.02 Page 17
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‘ m only Series E Securities: Except while in the Flexible Rate Mode, the VRM Supplement does

- not require all Bonds to be in the same Mode; consequently, while in any Mode other than the

- Flexible Mode, the circumstances of redemption and tender may not be the same for all Bonds.

While in the Flexible Rate Mode, the VRM Supplement requires all Bonds to be in that Mode
and the circumstances of redemption and tender will be the same for all Bonds.]

Interest

The interest rate of this bond is determined by the Remarketing Agent on the Rate Determina-
tion Date for the Mode in effect at the time and is effective as of the immediately following
Interest Adjustment Date for such Mode and until (and excluding) the next Interest Adjustment
Date or if such Mode includes only one Interest Adjustment Date then the day before such
Mode is changed. Interest is calculated at the Day Count Convention for the particular Mode
and is payable in the manner provided for in.the VRM Supplement.

Principal

The principal (and premium, if any) of this bond at maturity or prior redemption is payable to
the Registered Holder upon surrender to either the Transfer Agent or the Tender Agent.

Payment in Legal Tender

The principal (and premium, if any) of, and interest on, this bond is payable in such coin or
currency of the United States of America as at the time of payment is legal tender for the
payment of public and private debts.

Tenders
Optional Tender

While in the Daily Mode or Weekly Mode, this bond may be tendered to the Tender Agent at
the option of the Registered Holder at the Purchase Price of 100% of the principal amount
thereof, plus interest accrued to the Purchase Date, upon notice given by the Registered Holder
as provided in the VRM Supplement. The VRM Supplement provides that the right of the
Registered Holder to tender this bond at the Registered Holder’s option shall be suspended
upon the occurrence of a Termination Event.

Mandatory Tender
The VRM Supplement provides that this bond is subject to mandatory tender to the Tender
Agent upon the occurrence of any of certain events enumerated in the VRM Supplement upon

notice as is required therein to be given at the Purchase Price of 100% of the Principal Sum plus '
interest accrued thereon to the Purchase Date. [ The following sentence to appear in only Series

Form of Modal Securities Exh. 2.02 Page 18
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E Securities: When in the Flexible Rate Mode, this bond is required to be tendered to the
* Tender Agent on the last day of each Flexible Rate Mode without notice unless this bond is also
subject to a Mode change on such date. In that case, such notice shall be given as required by

~ the VRM Supplement for a Mode change.]

Effect of Exercise of Option for Optional Tender
or Call for Mandatory Tender

If the Registered Holder of this bond shall exercise its option to tender this bond or if this bond
is called for mandatory tender, all as provided in the VRM Supplement, then the Purchase Price
of this bond (which includes interest accrued to the Purchase Date) shall become due and
payable on the Purchase Date, and if'on such Purchase Date the Tender Agent holds amounts
sufficient to pay such Purchase Price, then interest on this bond shall cease to accrue; otherwise,
this bond shall continue to bear interest as if it had not been called for tender on such Purchase

Date.
Payment of Purchase Price on Tender

The VRM Supplement provides that, subject to certain exceptions, the City shall maintain a
Liquidity Facility to pay the Purchase Price of this bond upon optional or a mandatory tender.
The VRM Supplement further provides that the Purchase Price is payable solely from amounts
made available under the Liquidity Facility and that none of the City, the Transfer Agent, the
Tender Agent, the Remarketing Agent or the Bond Insurer is obligated to provide funds for the
payment of the Purchase Price.

Redemption .
Optional Redemption — Short-Term Mode

When in a Daily Mode or a Weekly Mode, this bond is subject to redemption prior to maturity
upon notice given as required in the VRM Supplement in whole or in part on any Modal
Business Day at the option of the City at a Redemption Price of 100% of the principal amount
thereof to be redeemed plus interest accrued to the Redemption Date.

[The following paragraph to appear in only Series E Securities: When in a Flexible Rate
Weekly Mode, this bond is subject to redemption prior to maturity upon notice given as
required in the VRM Supplement in whole or in part on any Interest Payment Date at the option
of the City at a Redemption Price of 100% of the principal amount thereof to be redeemed plus
interest accrued to the Redemption Date. ]

Optional Redemption — Fixed Rate Mode

When in the Modal Fixed Rate Mode, this bond is subject to redemption prior to inaturity upon
notice given as required in the VRM Supplement in whole on any date or in part on any

Form of Modal Securities Exh. 2.02 Page 19
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Interest Payment Date at the option of the City at the Redemption Prices set forth in the VRM
> Supplement plus interest accrued to the Redemption Date.

| Sinking Fund Redemption

This bond is subject to mandatory redemption prior to maturity upon notice given as required in
the VRM Supplement in part through the application of Sinking Fund Instaliments as provided
in the Sale Order on each July 1, commencing July 1, [Sinking Fund Year] at a Redemption
Price of 100% of the principal amount thereof to be redeemed plus interest accrued to the

Redemption Date. : : .-
Effect of Call for Optional or Mandatory Redemption

As of the Redemption Date, if this bond has been called for redemption, proper notice of
redemption has been given and funds sufficient to pay the Redemption Price are available as
provided in the Bond Documents interest will cease to accrue on this bond.

Transfer — Payments to Registered Holders

The registration of this bond is transferable only as provided in the VRM Supplement. The
Tender Agent, the Transfer Agent, the Remarketing Agent and the City may treat the Registered
Holder hereof as the absolute owner hereof for all purposes, whether or not this bond shall be
overdue.

Reference and Incorporation of Bond Documents

Reference is hereby made to-the Bond Documents, and the provisions thereof as they relate to
the Bonds are hereby made a part of this bond to the extent not in conflict with the terms stated
in this bond.

Additional Obligations

[The following paragraph to appear only in the Series C Securities: The Bond Ordinance
permits the issuance of additional Securities and the incurring of Ancillary Obligations secured
with a lien on Net Revenues of a priority equal or lower than the priority of the lien securing
this bond.]

[The following paragraph to appear only in the Series D Securities: Fhe Bond Ordinance
permits the issuance of additional Securities and the incurring of Ancillary Obligations secured

with a lien on Net Revenues of a priority senior to, equal or lower than the priority of the lien
securing this bond.]

Form of Modal Securities Exh. 2.02 Page 20

13-53846-swr Doc 5029-2 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 82 of 95




‘Amendment of Bond Documents.

ﬁ

The Bond Documents contain provisions permitting the amendment thereof, which, under
certain circumstances, can become effective without any consent of registered holders of the
Bonds and under other circumstances require consent of a majority of registered holder of the

Bonds.
Obligation of Bonds
This bond is a self-liquidating bond and is not a general obligation of the City and does
% pot constitute an indebtedness of the City within any constitutional, statutory or charter
limitation, but is payable, both as to principal and interest solely from the Net Revenues
+ of the System. The principal of (and premium, if any) and interest on this bond are
secured by the statutory lien of the priority described above.
Authentication Required for Validity

This bond shall not be valid until the certificate of authentication hereon shall have been signed
as therein provided.

[Signatures and Certificate of Authentication follow]

Form of Modal Securities Exh. 2.02 Page 21
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the Bond Date.

Documents.

Date of Authentication:

City of Detroit

By

Mayor

and

In Witness Whereof, the City Council of the City of Detroit, County of Wayne, State of
Michigan, has caused this bond to be signed in its name by the facsimile signatures of its Mayor
and its Finance Director and a facsimile of its corporate seal to be imprinted on this bond all as

Finance Director

Certificate of Authentication

This bond is one of the bonds of the issue described in the within-mentioned Bond

U. S. Bank Trust National Association, Transfer

Agent

Authorized Officer
, 2001

Form of Modal Securities

13-53846-swr Doc 5029-2
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Statement of Insurance

[4s reqz)ired by Bond Insurer]
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Form of Assignment

For Value Received the undersigned hereby sells, assigns and transfers unto

[Please insert Social Security
or other identifying number
of assignee.] .

[Please print or typewrite name and address of transferee.]

the within bond and all rights thereunder and hereby irrevocably constitutes and appoints
attorney to transfer the within bond
on the books kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

[Bank, Trust Company or Firm] Note: The signature to this assignment must
correspond with the name as it appears on the
face of the within bond in every particular,
without alteration or enlargement or any change
whatsoever.

Authorized Officer

Form of Modal Securities Exh. 2.02 Page 23
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Annex B

[Annex B — Intentionally Omitted]
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[THIS ITEM — THE VARIABLE RATE SUPPLEMENT — HAS BEEN REMOVED
AND
ADDED TO NUMBER 8(A) AS INDICATED IN THE CLOSING MEMORANDUM]
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Exhibit 10.01

FSA Insured Securities Provisions

1. Applicability.

This Exhibit shall be in effect for only so long as Financial Security Assurance Inc, a New
york stock insurance company, or any successor thereto, is the insurer of the FSA Insured Securities
gnd has not failed to comply with its payment obligations under the FSA Bond Insurance Policy.
For so long as this Exhibit is in effect, it shall be applicable in respect of the FSA Insured Securities
notwithstanding anything to the contrary elsewhere contained in the Sale Order, including the VRM
Supplement.

2. FSA Sole Holder for Purposes of Consents.

2.01. The FSA Bond Insurer shall be deemed to be the sole holder of the FSA Insured
Securities for the purpose of exercising any voting right or privilege or giving any consent or
direction or taking any other action that the holders of the FSA Insured Securities are entitled to take
pursuant to the Bond Ordinance or the VRM Supplement

2.02. The rights of FSA Bond Insurer to request, consent to or direct any action are rights
granted to the FSA Bond Insurer in consideration of its issuance of the FSA Bond Insurance Policy.
Any exercise by the FSA Bond Insurer of such rights is merely an exercise of the FSA Bond
Insurer's contractual rights and shall not be construed or deemed to be taken for the benefit or on
behalf of the Securityholders nor does such action evidence any position of the FSA Bond Insurer,
positive or negative, as to whether Second Lien Bondholder consent is required in addition to
consent of the FSA Bond Insurer.

3. Mode Change to Fixed Rate.

3.01. The Finance Director shall take such steps as are necessary to change the mode of
any outstanding FSA Insured Variable Rate Securities to the Modal Fixed Rate Mode upon the
request of the FSA Bond Insurer for any reason described below.

3.02. The FSA Bond Insurer may request the Finance Director shall take such steps as are
necessary to change the mode of any outstanding FSA Insured Variable Rate Securities to the Modal
Fixed Rate Mode for any of the following reasons and no other:

3.02.01. The Liquidity Provider for the FSA Insured Securities (the FiS4
Related Liquidity Provider) failed to purchase FSA Insured Variable Rate Securities when
obligated by its Liquidity Facility to do so.

3.02.02. An Immediate Termination Event occurs in respect of FSA Insured
Variable Rate Securities or a mandatory tender event occurs that is either a Last Put

Termination Event or the Occurrence of Expiry Date and FSA Insured Variable Rate
Securities are subject to the mandatory tender by reason of such occurrence.

Exh. 10.01 Page 1
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3.02.03. Provider Bonds insured by FSA are held by the FSA Related Liquidity
Provider for 45 days or more in any year commencing on a July 2 and ending on the
following July 1 (a Bond Year) or there are two failed remarketings in any bond Year.

3.02.04. If Provider Bonds insured by FSA bear interest at the Legal Maximum
Rate.

4. No Acceleration Except with Consent.

The maturity of FSA Insured Securities shall not be accelerated without the consent of the
FSA Bond Insurer.

5, Modifications, Amendments and Supplements.

5.01. No modification, amendment or supplement to the Bond Ordinance requiring the
consent of holders of FSA Insured Securities, the Bond Resolution or the Sale Order as it relates to .
FSA Insured Securities (each a Related Document) or that materially adversely affects its rights
thereunder may become effective except upon obtaining the prior written consent of the FSA Bond
Insurer.

5.02. Copies of any modification or amendment to the Bond Ordinance or any other
Related Document shall be sent to Standard & Poor's Ratings Services and Moody's Investors
Service, Inc. at least 10 days prior to the effective date thereof.

6. Defeasance.

6.01. Only (i) cash, (ii) non-callable direct obligations of the United States of America
(Treasuries), (iii) evidences of ownership of proportionate interests in future interest and principal
payments on Treasuries held by a bank or trust company as custodian, under which the owner of the
investment is the real party in interest and has the right to proceed directly and individually against
the obligor and the underlying Treasuries are not available to any person claiming through the
custodian or to whom the custodian may be obligated or (iv) pre-refunded municipal obligations
rated “AAA” and “Aaa” by S&P and Moody's, respectively, or any combination thereof, shall be
authorized to be used to effect defeasance of the FSA Insured Securities unless the FSA Bond
Insurer otherwise approves.

6.02. To accomplish defeasance of FSA Insured Securities, the City shall cause to be
delivered (i) a report of an independent firm of nationally recognized certified public accountants
or'such other accountant as shall be acceptable to the FSA Bond Insurer (4ccountant) verifying the
sufficiency of the escrow established to pay the FSA Insured Securities to be defeased in full on the
maturity or redemption date (Verification), (ii) an Escrow Deposit Agreement (which shall be
acceptable in form and substance to the FSA Bond Insurer), and (iii) an opinion of Bond Counsel
to the effect that the FSA Insured Securities are no longer “Outstanding” under the Bond Ordinance;
each Verification and defeasance opinion shall be acceptable in form and substance, and addressed,
to the City and the FSA Bond Insurer.
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6.03. In the event a forward purchase agreement will be employed in advance refunding
FSA Insured Securities, such agreement shall be subject to the approval of the FSA Bond Insurer
and shall be accompanied by such opinions of counsel as may be required by the FSA Bond Insurer.

6.04. The FSA Bond Insurer shall be provided with final drafts of the above-referenced
documentation not less than five business days prior to the funding of the escrow.

7. FSA Insured Securities to Remain “Outstanding”.

To the extent not already provided elsewhere in the VRM Supplement, amounts paid by the
FSA Bond Insurer under the FSA Bond Insurance Policy shall not be deemed paid for purposes of
the Bond Ordinance and shall remain Outstanding and continue to be due and owing until paid by
the City in accordance with the Bond Ordinance.

8. Claims Upon the FSA Bond Insurance Policy; Payments by and to the FSA Bond -
Insurer.

8.01. Notices Prior to Payment Date.

8.01.01. If, on the third Business Day (being a day on which the City, the
Transfer Agent and the FSA Bond Insurer are not authorized or required to remain closed)
prior to the related scheduled interest payment date or principal payment date or the date to
which bond maturity has been accelerated (a Payment Date) there is not credit to the Second
Lien Bond Interest and Redemption Fund moneys sufficient to pay the principal of and
interest on the FSA Insured Securities due on such Payment Date, then the City shall give
notice to the FSA Bond Insurer and to its designated agent (if any) (the FS4 Bond Insurer's
Fiscal Agent) by telephone or telecopy of the amount of such deficiency by 12:00 noon on
such Business Day.

8.01.02. If, on the second Business Day prior to the related Payment Date,
there continues to be a deficiency in the amount available to pay the principal of and interest
on the FSA Insured Securities due on such Payment Date, then the City shall make a claim
under the FSA Bond Insurance Policy and give notice to the FSA Bond Insurer and the FSA
Bond Insurer's Fiscal Agent (if any) by telephone of the amount of such deficiency, and the
allocation of such deficiency between the amount required to pay interest on the FSA
Insured Securities and the amount required to pay principal of the FSA Insured Securities,
confirmed in writing to the FSA Bond Insurer and the FSA Bond Insurer's Fiscal Agent by
12:00 noon on such second Business Day by filling in the form of Notice of Claim and
Certificate delivered with the FSA Bond Insurance Policy.

8.02. Registration and Replacement of FSA Insured Securities.

8.02.01. In the event the claim to be made is for a mandatory sinking fund
redemption installment, upon receipt of the moneys due, the Transfer Agent shall
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authenticate and deliver to affected Securityholders who surrender their FSA Insured
Securities a new Series C-1 Security or Series C-1 Securities in an aggregate principal
amount equal to the unredeemed portion of the FSA Insured Security surrendered.

8.02.02. The Transfer Agent shall designate any portion of payment of
principal on FSA Insured Securities paid by the FSA Bond Insurer, whether by virtue of
mandatory sinking fund redemption, maturity or other advancement of maturity, in the
Registry as a reduction in the principal amount of FSA Insured Securities registered to the
then current Securityholder, whether Securities Depositary or its nominee or otherwise, and
shall issue a replacement Series C-1 Security to the FSA Bond Insurer, registered in the
name of Financial Security Assurance Inc., in a principal amount equal to the amount of
principal so paid (without regard to Authorized Denominations); provided that the Transfer
Agent's failure to so designate any payment or issue any replacement Series C-1 Security
shall have no effect on the amount of principal or interest payable by the City on any Series
C-1 Security or the subrogation rights of the FSA Bond Insurer.

8.03. Policy Payments Account.

8.03.01. Upon payment of a claim under the FSA Bond Insurance Policy the
Transfer Agent shall establish a separate special purpose trust account for the benefit of
Holders of FSA Insured Securities referred to herein as the Policy Payments Account and
over which the Transfer Agent shall have exclusive control and sole right of withdrawal.

8.03.02. The Transfer Agent shall receive any amount paid under the FSA
Bond Insurance Policy in trust on behalf of Holders of FSA Insured Securities and shall
deposit any such amount in the Policy Payments Account and distribute such amount only
for purposes of making the payments for which a claim was made.

8.03.03. Amounts to be paid to Holders of FSA Insured Securities shall be
disbursed by the Transfer Agent to Holders of FSA Insured Securities in the same manner
as principal and interest payments are to be made under the VRM Supplement with respect
to the Fixed Rate Modal Securities except that it shall not be necessary for such payments
to be made by checks or wire transfers separate from the check or wire transfer used to pay
debt service with other funds available to make such payments.

8.03.04. The Transfer Agent shall keep a complete and accurate record of all
funds deposited by the FSA Bond Insurer into the Policy Payments Account and the
allocation of such funds to payment of interest on and principal paid in respect of any FSA
Insured Security. The FSA Bond Insurer shall have the right to inspect such records at
reasonable times upon reasonable notice to the Transfer Agent

8.03.05. Funds held in the Policy Payments Account shall not be invested by
the Transfer Agent and may not be applied to satisfy any costs, expenses or liabilities of the
Transfer Agent.
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8.03.06. Any funds remaining in the Policy Payments Account following a
Bond payment date shall promptly be remitted to the FSA Bond Insurer.

9, Subrogation.

To the extent not already provided elsewhere in the VRM Supplement, the FSA Bond Insurer
shall, to the extent it makes any payment of principal of or interest on the FSA Insured Securities,
become subrogated to the rights of the recipients of such payments in accordance with the terms of
the FSA Bond Insurance Policy.

10.  FSA Fee and Expenses.

10.01. The City shall pay or reimburse the FSA Bond Insurer any and all charges, fees, costs
and expenses which the FSA Bond Insurer may reasonably pay or incur in connection with:

10.01.01. the administration, enforcement, defense or preservation of anyrights -
or security in any Related Document;

10.01.02. the pursuit of any remedies under the Bond Ordinance or any other
Related Document or otherwise afforded by law or equity;

10.01.03. any amendment, waiver or other action with respect to, or related to,
the Bond Ordinance or any other Related Document whether or not executed or completed;

10.01.04. the violation by the City of any law, rule or regulation, or any
judgment, order or decree applicable to it with respect to FSA Insured Securities; or

10.01.05. any litigation or other dispute in connection with the Bond Ordinance
or any other Related Document or the transactions contemplated thereby, other than amounts
resulting from the failure of the FSA Bond Insurer to honor its obligations under the FSA

Bond Insurance Policy.

10.02. The FSA Bond Insurer reserves the right to charge a reasonable fee as a condition
to executing any amendment, waiver or consent proposed in respect of the Bond Ordinance or any

other Related Document.

11.  FSA’s Right to Pay.

The FSA Bond Insurer shall be entitled to pay principal of or interest on the FSA Insured
Securities that shall become Due for Payment but shall be unpaid by reason of Nonpayment by the
City (as such terms are defined in the FSA Bond Insurance Policy) and any amounts due on the FSA
Insured Securities as a result of acceleration of the maturity thereof in accordance with the Bond
Ordinance, whether or not the FSA Bond Insurer has received a Notice of Nonpayment (as such
terms are defined in the FSA Bond Insurance Policy) or a claim upon the FSA Bond Insurance

Policy.
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Notices to FSA.

; 12.01. The notice address of the FSA Bond Insurer is: Financial Security Assurance Inc.,
350 Park Avenue, New York, New York 10022-6022, Attention: Managing Director -- Surveillance;
* Re: Policy No. Telephone: (212) 826-0100; Telecopier: (212) 339-3529.

: 12.02. In each case in which notice or other communication refers to an Event of Default,
then a copy of such notice or other communication shall also be sent to the attention of General
counsel and shall be marked to indicate “URGENT MATERIAL ENCLOSED.”

13. Reporting.
The FSA Bond Insurer shall be provided with the following information:

13.01. The budget for each Fiscal Year promptly after adoption and the Audited Sewage
Disposal Fund Financial Statements (as defined in the Master Continuing Disclosure Agreement -
with respect to the Insured Securities) concurrently with the filing thereof with each NRMSIR and
the SID pursuant to such Master Continuing Disclosure Agreement;

13.02. Notice of any draw upon the Second Lien Bond Reserve Account within two
Business Days after knowledge thereof other than (i) withdrawals of amounts in excess of the
Second Lien Bond Reserve Requirement and (ii) withdrawals in connection with a refunding of FSA
Insured Securities;

13.03. Notice of any default under the Bond Ordinance known to the City within five
Business Days after knowledge thereof;

13.04. Prior notice of the advance refunding or redemption of any of the FSA Insured
Securities, including the principal amount, maturities and CUSIP numbers thereof;

13.05. Notice of the resignation or removal of the Transfer Agent and Registrar and the
appointment of, and acceptance of duties by, any successor thereto;

13.06. Notice of the commencement of any proceeding by or against the City commenced
under the United States Bankruptcy Code or any other applicable bankruptcy, insolvency,
receivership, rehabilitation or similar law (an fnsolvency Proceeding);

13.07. Notice of the making of any claim in connection with any Insolvency Proceeding
seeking the avoidance as a preferential transfer of any payment of principal of, or interest on, the
FSA Insured Securities;

13.08. A full original transcript of all proceedings relating to the execution of any
amendment or supplement to the Related Documents; and

13.09. All reports, notices and correspondence to be delivered under the terms of the
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Related Documents to Holders of FSA Insured Securities.
14.  Further Assurance.

The City agrees to take such action as is necessary from time to time to perfect or to
otherwise preserve the priority of the pledge of the Net Revenues pledged to the Second Lien Bonds
under applicable law.

15. Additional Second Lien Bonds.

Notwithstanding satisfaction of other conditions to the issuance of additional Second Lien
Bonds contained in the Bond Ordinance, no such issuance may occur (unless otherwise permitted
by the FSA Bond Insurer):

15.01. if any Event of Default (or any event which, once all notice or grace periods have
passed, would constitute an Event of Default) have occurred and be continuing unless such default -
shall be cured upon such issuance or

15.02. Unless the Second Lien Bond Reserve Account is fully funded at its requirement
(including the new issue) upon the issuance of such additional Second Lien Bonds.

16.  Reserve Fund Surety Bonds.

Any debt service reserve policy or other credit instrument obtained for the Second Lien Bond
Reserve Account after the issuance of the Series 2001 Securities shall be acceptable to Financial
Security.

17.  Enforce Rights.

The FSA Bond Insurer is a third party beneficiary of the VRM Supplement for the purpose
for the purpose of enforcing the rights granted it thereunder.

[End of Exhibit 10.01]
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Annex D

Auction Rate Mode Supplement

to the

Composite Sale Order of the Finance Director
of the
City of Detroit

with respect to

$92,450,000
Sewage Disposal System Second Lien Revenue Bonds (ARCs),
Series 2001(D)

$20,000,000 Series 2001 (D-1)
$72,450,000 Series 2001 (D-2)

.Dated as of October 1, 2001
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This Auction Rate Mode Supplement (the Supplement) supplements the
Composite Sale Order of the Finance Director of the City of Detroit (the Sale Order) dated
October 18, 2001 entered into pursuant to the Bond Resolution described in the Sale Order (the
Bond Resolution) relating to the issuance by the City of Detroit (the City) of its Sewage Disposal
System Revenue and Revenue Refunding Bonds, Series 2001 (the Series 2001 Securities) under
Ordinance No. 27-86, as amended (the Bond Ordinance).

: ARTICLE I
DEFINITIONS; GENERAL PROVISIONS

Section 1.1  Certain Definitions. In addition to the terms defined elsewhere in
the Bond Ordinance, the Bond Resolution, the Sale Order, the preamble to this Supplement, the
General Terms of Series 2001 Securities Supplement described in the Sale Order (the General
Supplement) and the Variable Rate Mode Supplement and Agreement described in the Sale
Order (the VRM Supplement), the following terms shall have the following meanings with
respect to the Series 2001 Securities issued as (or converted to) Auction Rate Securities:

"AA" Financial Commercial Paper Rate, on any date of determination, shall
mean (a) for Auction Periods of 35 days or less, the interest equivalent of commercial paper
having a maturity of 30 days, (b) for Auction Periods greater than 35 days and less than 75 days,
the interest equivalent of commercial paper having a maturity of 60 days, (c) for Auction Periods
greater than 75 days and less than 105 days, the interest equivalent of commercial paper having a
maturity of 90 days; as each such rate is published on the Business Day prior to such date by the
Board of Governors of the Federal Reserve System on its World Wide Web site
http://'www. federalreserve.gov/releases/cp/histrates.txt, —or any successor publication
("H.15(519)") under the caption "AA financial." In the event that such publication has not been
published in a timely manner, the "AA" Financial Commercial Paper Rate shall be calculated by
the Market Agent, and shall be the bond equivalent yield of the arithmetic mean of the offered
rates as of 11:00 a.m., New York City time, on the determination date of three leading dealers of
U.S. dollar commercial paper in the City of New York (which may include UBS PaineWebber
Inc.) selected by the Market Agent, for U.S. dollar commercial paper having a maturity of 30, 60
or 90 days, as applicable, placed for financial issuers whose bond rating is "AA" or the
equivalent, from a nationally recognized securities rating agency; provided, however, that if the
dealers selected as aforesaid by the Market Agent are not quoting as mentioned in this sentence
(and if the Market Agent, in its discretion, determines that such quotations can not be obtained
from any three leading dealers of U.S. dollar commercial paper in the City of New York) such
rate shall be the same rate as in effect for the immediately preceding Interest Payment Period.
For purposes of this definition, the "interest equivalent" of a rate stated on a discount basis (a
"discount rate") for commercial paper of a given day's maturity shall be equal to the product of
(A) 100 times (B) the discount rate times (C) the quotient (rounded upwards to the next higher
one-thousandth (.001) of 1%) of (x) the applicable number of days in a year (365 or 366) divided
by (y) the difference between (1) 360 and (2) the product of the discount rate (expressed in
decimals) times the applicable number of days in which such commercial paper matures.
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3 After-Tax Equivalent Rate, on any date of determination, shall mean the interest
ﬁte per annum equal to the product of:

i the "AA" Financial Commercial Paper Rate on such date; and
ii. 1.00 minus the Statutory Corporate Tax Rate on such date.

All Hold Rate on any date of determination shall mean the interest rate per annum
equal to 90% (as such percentage may be adjusted pursuant to Section 1.12 of this Supplement)
of the lesser on such date of:

i.- the After-Tax Equivalent Rate on such date; and
ii. the Kenny Index on such date;

rounded to the nearest one thousandth (.001) of 1%,; provided that in no event shall the All Hold
Rate be more than the Maximum ARC Rate or less than zero.

Applicable ARCs Rate shall have the meaning set forth in Section 1.4(b) of this
Supplement. . _

Applicable Number of Business Days means the greater of two Business Days or
one Business Day plus the number of Business Days by which the Auction Date precedes the
first day of the next succeeding Interest Period.

Applicable Percentage, on any date of determination, shall mean the percentage
determined (as such percentage may be adjusted pursuant to Section 1.12 of this Supplement)
based on the lower of the prevailing credit ratings on the ARCs in effect at the close of business
on the Business Day immediately preceding such date, as set forth below:

Credit Ratings

Moody's Investors Standard & Poor's Applicable

Service Corporation Percentage
"Aaa" "AAA" 175%
"Aa3" to "Aal" "AA-"to "AA+" 175%
"A3" to "Al1" "A-" to "A+" - 175%
"Baa3" to "Baal" "BBB-" to "BBB+" 200%
Below "Baa3" Below "BBB-" 265%

provided, that, in the event that the ARCs are not rated by any nationally recognized rating
agency, the Applicable Percentage shall be 265%, and, provided further, that if a Payment
Default shall have occurred and be continuing, the Applicable Percentage shall be 265%. For
purposes of this definition, Standard & Poor's Corporation's rating categories of "AAA," "AA,"
"A" and "BBB," and Moody's Investors Service's rating categories of "Aaa," "Aa," "A" and

2
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"Baa," refer to and include the respective rating categories correlative thereto if either or both of
such rating agencies have changed or modified their generic rating categories or if Moody's
Investors Service or Standard & Poor's Corporation no longer rates the ARCs and have been
replaced.

ARCs shall mean the Series 2001 Securities outstanding as Auction Rate
Securities under the Sale Order and this Supplement (including Series 2001 Securities converted
to ARCs pursuant to the VRM Supplement).

Auction shall mean each periodic implementation of the Auction Procedures.

Auction Agency Agreement shall mean the Auction Agency Agreement relating
to the ARCs between the Transfer Agent and the Auction Agent and any similar agreement with
a successor Auction Agent or successor Transfer Agent, in each case as from time to time
amended or supplemented.

Auction Agent shall mean any Person appointed as such pursuant to Section 1.14°
of this Supplement.

Auction Agent Fee shall mean the fee to be paid to the Auction Agent for the
services rendered by it under the Auction Agency Agreement and the Broker-Dealer Agreement.

Auction Date shall mean, for each Tranche of ARCs, the Initial Auction Date and
thereafter, in each instance, the Business Day immediately preceding the first day of each
Interest Period, other than:

i. each Interest Period commencing after the ownership of the ARCs is no
longer maintained in book-entry form by the Depository;

il each Interest Period commencing after the occurrence and during the
continuance of a Payment Default; or

1ii. any Interest Period commencing less than the Applicable Number of
Business Days after the cure or waiver of a Payment Default.

Notwithstanding the foregoing, the Auction Date for one or more Auction Periods
may be changed pursuant to Section 1.17 of this Supplement.

Auction Period means, for each Tranche of ARCs, each Initial Auction Period
and thereafter the Interest Period applicable thereto as the same may be changed pursuant to
Section 1.17 of this Supplement.

Auction Procedures shall mean the procedures set forth in Section 1.6 of this
Supplement.

Auction Rate shall mean the rate of interest per annum on any Auction Date that
results from the implementation of the Auction Procedures, and determined as described in
Section 1.6(c)(ii) of this Supplement.
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Authorized Denominations shall mean $25,000 and any integral multiple thereof.

Available ARCs shall have the meaning set forth in Section 1.6(c)(1)(A) of this
Supplement.

. Bid shall have the meaning set forth in Section 1.6(a)(i) of this Supplement.
Bidder shall have the meaning set forth in Section 1.6(a)(i) of this Supplement.

Bond Counsel shall mean Lewis & Munday, A Professional Corporation, and
Howard and Howard Attorneys, P.C., Bond Counsel to the City with respect to the Series 2001
Securities, or such other firm or firms of national recognized standing in the field of tax-exempt
municipal bonds as may be appointed by the City (with the prior written consent of the Bond
Insurer, which consent shall not be unreasonably withheld) in lieu thereof. ‘

Bond Insurance shall mean, with respect to each Tranche of ARCs, the municipal
bond insurance policy of the Bond Insurer issuing the same. :

Bond Insurer shall mean MBIA with respect to Tranche D-1 and Tranche D-2,
shall mean FSA with respect to any future Tranche of Variable Rate Securities Series C-1
converted to the Auction Rate Mode under the VRM Supplement and shall mean FGIC with
respect to any future Tranche of Variable Rate Securities Series C-2 converted to the Auction
Rate Mode under the VRM Supplement.

Broker-Dealer shall mean UBS PaineWebber Inc. or any other broker or dealer
(each as defined in the Securities Exchange Act), commercial bank or other entity permitted by
law to perform the functions required of a Broker-Dealer set forth in the Auction Procedures that
(i) is a Participant (or an affiliate of a Participant), (ii) has a capital surplus of at least
$50,000,000, (iii) has been selected by the City with the approval of the Market Agent and the
Bond Insurer (which approvals shall not be unreasonably withheld) and (iv) has entered into a
Broker-Dealer Agreement that remains effective.

Broker-Dealer Agreement shall mean the Broker-Dealer Agreement relating to
the ARCs between the Auction Agent and the Broker-Dealer and each other agreement between
the Auction Agent and a Broker-Dealer pursuant to which the Broker-Dealer agrees to
participate in Auctions as set forth in the Auction Procedures, as from time to time amended or
supplemented.

Broker-Dealer Fee shall mean the fee to be paid to the Broker-Dealers for the
services rendered by them under the Broker-Dealer Agreement.

Business Day shall mean, for purposes of any Auction, any day other than (i)
April 14, April 15, December 30, December 31, and such other dates as may be agreed to in
writing by the Market Agent, the Auction Agent, the Broker-Dealer, the Bond Insurer and the
City, or (ii) a Saturday, Sunday, holiday or day on which banks located in the city of New York,
New York, or the New York Stock Exchange, the Transfer Agent or the Auction Agent, are
authorized or permitted by law or executive order to close.
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_ Change of Preference Law shall mean, with respect to any Holder of ARCs, any
gmendment to the Code or other statute enacted by the Congress of the United States or any
temporary, proposed or final regulation promulgated by the United States Treasury after the date
pereof which (i) changes or would change any deduction, credit or other allowance allowable in
computing liability for any federal tax with respect to, or (i) imposes or would impose or
* peduces or would reduce or increases or would increase any federal tax (including, but not
 [imited to, preference or excise taxes) upon, any interest earned by any holder of bonds the
interest on which is excluded from federal gross income under section 103 of the Code.

Commercial Paper Dealers means UBS PaineWebber Inc. of its successor or any
other commercial paper dealer appointed by the City. '

Default Rate, on ény date of determination, shall mean the interest rate per annum
equal to the lesser of (i) the Applicable Percentage of the Kenny Index and (ii) the Maximum
ARC Rate.

Existing Holder means (a) with respect to and for the purpose of dealing with the
Auction Agent in connection with an Auction, a Person who is a Broker-Dealer listed in the
Existing Holder registry at the close of business on the Business Day immediately preceding the
Auction Date for such Auction and (b) with respect to and for the purpose of dealing with the
Broker-Dealer in connection with an Auction, a Person who is a beneficial owner of ARCs.

Favorable Bond Counsel's Opinion shall mean, with respect to any action the
occurrence of which requires such an opinion of Bond Counsel, an opinion of Bond Counsel to
the effect that (i) such action is authorized or permitted by this Supplement, the Sale Order and
the Authorizing Documents, and (ii) such action will not adversely affect the exemption of the
interest on the Series 2001 Securities from federal and state income taxation (subject to

customary exceptions).

FGIC shall mean Financial Guaranty Insurance Company as the insurer of the
Variable Rate Securities Series C-2 initially issued pursuant to the VRM Supplement.

FSA shall mean Financial Security Assurance Inc. as the insurer of the Variable
Rate Securities Series C-1 initially issued pursuant to the VRM Supplement.

Holder as used in this Supplement shall mean the beneficial owner of any ARCs.

Hold Order shall have the meaning set forth in Section 1.6(a)(i) of this
Supplement.

Initial Auction Date shall mean (i) June 25, 2008, for Tranche D-1, (ii)
December 28, 2011, for Tranche D-2 and (iii) the date specified by the Finance Director in the
applicable Mode Change Notice for any future Tranche of Variable Rate Securities converted to
the Auction Rate Mode under the VRM Supplement.

Initial Auction Period shall mean the period from and including (i) July 1, 2008,
to and including August 6, 2008, for Tranche D-1, (ii) January 1, 2012, to and including
February 1, 2012, for Tranche D-2 and (ii) the dates specified by the Finance Director in the
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applicable Mode Change Notice for any future Tranche of Variable Rate Securities converted to
the Auction Rate Mode under the VRM Supplement. ’

Initial Interest Payment Date shall mean (i) January 1, 2002, for Tranche D-1
and D-2 and (ii) the date specified by the Finance Director in the applicable Mode Change
Notice for any future Tranche of Variable Rate Securities converted to the Auction Rate Mode
under the VRM Supplement.

Initial Interest Period shall mean the period commencing on the date of delivery
of the Series 2001 Securities and ending on (and including) (i) June 30, 2008, for Tranche D-1,
(i) December 31, 2011, for Tranche D-2 and (iii) the period specified by the Finance Director in
the applicable Mode Change Notice for any future Tranche of Variable Rate Securities converted
to the Auction Rate Mode under the VRM Supplement.

Interest Amount shall mean the amount of interest distributable in respect of each
$25,000 in principal amount (taken, without rounding, to .0001 of one cent) of ARCs for any -
Interest Period or part thereof, as calculated in accordance with Section 1.10 of this Supplement.

Interest Payment Date means the Initial Interest Payment Date and thereafter
each July 1 and January 1 during (and the July 1 or January 1, as applicable, immediately
following) an Initial Interest Period, and thereafter the Business Day following the last day of
each Auction Period, except as changed as described in Section 1.17(a) of this Supplement, and
in all cases on the maturity of the Series 2001 Securities, whether at stated maturity, a
Redemption Date, or otherwise.

Interest Period means with respect to each Tranche of Series 2001 Securities
issued as ARCs, unless otherwise changed as described in Section 1.17(a) of this Supplement,
the Initial Interest Period for such Tranche, the Initial Auction Period for such Tranche and each
successive period of generally 35 days thereafter, respectively, commencing on a Thursday (or
the Business Day following the last day of the prior Interest Period, if the prior Interest Period
does not end on a Wednesday) and ending on (and including) a Wednesday (unless such
Wednesday is not followed by a Business Day, in which case such Interest Period will end on the
next succeeding day after such Wednesday that is followed by a Business Day).

Kenny Index shall mean the index most recently made available by Kenny S&P
Evaluation Services (Kenny) or any successor thereto (the Indexing Agent) based upon 30-day
yield evaluations at par of securities, the interest on which is excluded from gross income for
federal income tax purposes under the Code, of not less than five "Intermediate Grade"
component issuers selected by the Indexing Agent which shall include, without limitation,
issuers of general obligation bonds. The specific issuers included among the component issuers
may be changed from time to time by the Indexing Agent in its discretion. The securities on
which the Kenny Index is based shall not include any securities the interest on which is subject
to a "minimum tax" or similar tax under the Code, unless all such securities are subject to such
tax. In the event that Kenny no longer publishes an index satisfying the above definition of the
Kenny Index or the Market Agent reasonably concludes that the Kenny Index will not be
announced in a timely manner, then the Market Agent shall announce a rate based upon the same
criteria used by Kenny to determine the Kenny Index and the rate announced by the Market
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Agent for each Auction Date thereafter shall be used in lieu of the Kenny Index for each Auction
Date.

Market Agent shall mean the market agent or market agents appointed pursuant to
gection 1.13 of this Supplement, and its or their successors or assigns.

Market Agent Agreement shall mean the Market Agent Agreement relating to the
ARCs, between the Transfer Agent and the Market Agent, and any similar agreement with a
successor Market Agent, in each case as from time to time amended or supplemented.

, Maximurit Interest Rate shall mean the lesser of (a) 12% per annum or (b) the
maximum interest rate permitted by the laws of the State of Michigan.

Maximum ARC Rate, on any date of determination, shall mean the interest rate
per annum equal to the lesser of:

i. the Applicable Percentage of the higher of (i) the After-Tax-
Equivalent Rate on such date and (ii) the Kenny Index on such date; and

ii. the Maximum Interest Rate;

rounded to the nearest one thousandth (.001) of 1%.

MBIA shall mean MBIA Insurance Corporation as the insurer of Tranche D-1 and
Tranche D-2 of Series 2001 Securities initially issued as ARCs pursuant to this Supplement.

Order shall have the meaning set forth in Section 1.6(a) of this Supplement.
Participant shall mean a member of or participant in, the Depository.

Payment Default shall mean failure of both the City and the Bond Insurer to
make payment of interest on, premium, if any, and principal of the ARCs when due.

Person means and includes, unless otherwise specified, an individual,
corporation, company, trust, estate, partnership or association.

Potential Holder means any Person (including an Existing Holder that is (i) a
Broker-Dealer when dealing with the Auction Agent and (ii) a potential beneficial owner when
dealing with a Broker-Dealer) who may be interested in acquiring ARCs (or, in the case of an
Existing Holder thereof, an additional principal amount of ARCs).

Qualified Surety Bond means a debt service reserve surety bond, other than the
Reserve Policy, satisfying the Reserve Requirement for the Second Lien Bond Reserve Account
(i) issued by MBIA or by an insurance company other than MBIA which is rated in the highest
category by Standard & Poor's Corporation and Moody's Investors Service, Inc. and, if rated by
AM. Best & Company, is also rated in the highest rating category by A.M. Best & Company or
(ii) otherwise approved in writing by MBIA.
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Rating Agency shall mean, on any date, each nationally recognized statistical
fating organization (as such term is used in Rule 15¢3-1 of the Securities and Exchange
Commission) that has a rating in effect on the Securities on such date.

Rating Confirmation shall mean a writing from each Rating Agency stating that
the rating on the Securities (without giving effect to Bond Insurance) will not be reduced or
withdrawn as a result of the action proposed to be taken.

Record Date shall mean, during the Initial Interest Period for each Tranche of
ARCs, each December 15 and June 15 and thereafter, so long as Interest Payment Dates are
specified to occur at the end of each Auction Period as provided in this Supplement, the
Applicable Number of Business Days immediately preceding each Interest Payment Date.

Redemption Date, when used with respect to any ARCs to be redeemed, shall
mean the date fixed for such redemption.

Registrar shall mean the Transfer Agent or any separate registrar appomted under
the Sales Order with respect to the Series 2001 Securities.

Reserve Policy means the $7,379,761.42 Debt Service Reserve Surety Bond dated
October 23, 2001 and expiring on July 1, 2032 issued by MBIA in satisfaction of the Reserve
Requirement for Second Lien Bonds created by the issuance of Tranches D-1 and D-2 of ARCs
pursuant to this Supplement.

SEC shall mean the Securities and Exchange Commission.

Securities Exchange Act shall mean the Securities Exchange Act of 1934, as
amended.

Securityholder shall mean the registered owner of an ARC or, as applicable, any
other Series 2001 Security.

Sell Order shall have the meaning set forth in Section 1.6(a) of this Supplement.

Statutory Corporate Tax Rate shall mean, as of any date of determination, the
highest tax rate bracket (expressed in decimals) now or hereafter applicable in each taxable year
on the taxable income of every corporatlon as set forth in section 11 of the Code or any successor
section without regard to any minimum additional tax provision or provisions regarding changes
in rates during a taxable year.

Submission Deadline shall mean 1:00 p.m., New York City time, on any Auction
Date or such other time on any Auction Date by which Broker-Dealers are required to submit
Orders to the Auction Agent as specified by the Auction Agent from time to time.

Submitted Bid shall have the meaning set forth in Section 1.6(c)(i) of this
Supplement.

13-53846-swr Doc 5029-3 Filed 05/23/%4 Entered 05/23/14 19:55:08 Page 8 of 97



Submitted Hold Order shall have the meaning set forth in Section 1.6(c)(i) of this

Supplement.

Submitted Order shall have the meaning set forth in Section 1.6(c)(i) of this
Supplement.

Submitted Sell Order shall have the meaning set forth in Section 1.6(c)(i) of this
Supplement.

Sufficient Clearing Bids shall have the meaning set forth in Section 1.6(c)(i)(B)
of this Supplement.

Tranche shall mean (i) each of the subseries of ARCs designated Series 2001
(D-1) in the aggregate principal amount of $20,000,000 and Series 2001 (D-2) in the aggregate
principal amount of $72,450,000 and initially issued under this Supplement and (ii) each
subsequent subseries of ARCs, separately designated, converted to ARCs pursuant to the VRM
Supplement. ,

Transfer Agent shall mean U.S. Bank Trust National Association in such capacity
under the Bond Ordinance, the Bond Resolution, the Sale Order and this Supplement.

Winning Bid Rate shall have the meaning set forth in Section 1.6(c)(i)(C) of this
Supplement.

Section 1.2  Description of ARCs:; Global Form: Depository.

(@  As provided in the Sale Order, $92,450,000 of the Series 2001 Securities
shall initially be issued as ARCs in two Tranches and shall be designated "City of Detroit
Sewage Disposal System Second Lien Revenue Bonds (ARCs), Series 2001 (D-1) and Series
2001 (D-2)." Variable Rate Securities may, from time to time, be converted to additional
Tranches of ARCs pursuant to the VRM Supplement with such designations as may be provided
by the Finance Director in the Mode Change Notice related thereto.

(b)  Except as otherwise provided in this Section 1.2, the ARCs, in the form of
one or more securities, shall be registered in the name of the Depository, and ownership thereof
shall be maintained in book-entry form by the Depository for the account of the Participants
thereof. Initially, the ARCs shall be registered in the name of Cede & Co., as the nominee of
DTC. Except as provided in subsection (c) of this Section 1.2, the ARCs of each Tranche may
be transferred, in whole but not in part, only to the Depository, or to a successor to DTC selected
or approved by the City (with the prior written consent of the Bond Insurer, which consent shall
not be unreasonably withheld) or to a nominee of such successor Depository.

(i) None of the City, the Registrar, the Bond Insurer nor any of their
respective affiliates shall have any responsibility or obligation with respect to:

(A) the accuracy of the records of the Depository or any
Participant with respect to any beneficial ownership interest in the ARCs;
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(B) the delivery to any Participant, any beneficial owner of the
ARGC:s or any other person, other than the Depository, of any notice with respect to
the ARCs; or

(C)  the payment to any Participant, any beneficial owner of the
ARC:s or any other person, other than the Depository, of any amount with respect
to the principal, premium, if any, or interest on the ARCs.

So long as the certificates for the ARCs are not issued pursuant to subsection (c)
of this Section 1.2, the City, and the Registrar may treat the Depository as, and deem the
Depository to be, the absolute owner of the ARCs for all purposes whatsoever, including without
limitation: ,

(1)  the payment of principal, premium, if any; and
interest on the ARCs;

(2)  giving notices of redemption and other matters with’
respect to the ARCs;

(3)  registering transfer with respect to the ARCs; and
(4)  the selection of ARCs for redemption.

() If at any time the Market Agent (with the prior written consent of the
Bond Insurer) has notified the City that the ARCs (or any Tranche of ARCs) should not be
maintained in book-entry form or the Depository notifies the City that it is unwilling or unable to
continue as Depository with respect to the ARCs, or if at any time the Depository shall no longer
be registered or in good standing under the Securities Exchange Act or other applicable statute or
regulation and a successor Depository is not appointed by the City within 90 days after the City
receives notice or becomes aware of such condition, as the case may be, then this Section 1.2
shall no longer be applicable and the City shall execute and the Registrar shall authenticate and
deliver certificates representing the ARCs as provided below. Certificates for the ARCs issued
in exchange for a global certificate pursuant to this subsection (c) shall be registered in such
names and Authorized Denominations as the Depository, pursuant to instructions from the
Participants or otherwise, shall instruct the City and the Registrar. The Registrar shall deliver
such certificates representing the ARCs to the persons in whose names such ARCs are so
registered on the Business Day immediately preceding the first day of an Interest Period.

Section 1.3  Limitations on Transfer. So long as the ownership of the ARCs is
maintained in book-entry form by the Depository, an Existing Holder may sell, transfer or
otherwise dispose of its beneficial interest in ARCs only pursuant to a Bid or Sell Order placed
in any Auction or to or through a Broker-Dealer; provided that, in the case of all transfers other
than pursuant to Auctions, such Existing Holder, its Broker-Dealer or its Participant advises the
Auction Agent of such transfer.
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Section 1.4  Interest on ARCs.

(a) Interest on each Tranche of ARCs shall accrue durmg the Interest Period
related thereto and shall be payable in arrears on each Interest Payment Date related thereto.
Interest shall be calculated as provided in Section 1.10 hereof.

(b)  During the Initial Interest Period applicable thereto the ARCs of Tranche
D-1 shall bear interest at the per annum rate of 5.50%, the ARCs of Tranche D-2 shall bear
interest at the per annum rate of 5.50% and the ARCs of any future Tranche of Variable Rate
Securities converted to the Auction Rate Mode under the VRM Supplement shall be the rate
specified in (or determined pursuant to procedures specified in) the applicable Mode Change
Notice for such Tranche. After the Initial Interest Period, the rate of interest on the related
Tranche of ARCs for each Interest Period shall be the Auction Rate; provided that if, on any
Auction Date, an Auction is not held for any reason, then the rate of interest for the next
succeeding Interest Period for such ARCs shall equal the Maximum ARC Rate on such Auction
Date. Notwithstanding the foregoing, if:

@) the ownership of a Tranche of ARCs is no longer maintained in
book-entry form by the Depository, the rate of interest on such Tranche of ARCs
for any Interest Period commencing after the delivery of certificates representing
ARCs pursuant to Section 1.2(c) of this Supplement shall equal the Maximum
ARC Rate on the Business Day immediately preceding the first day of such
Interest Period; or

(i)  if a Payment Default occurs, Auctions will be suspended and the
Applicable ARCs Rate (as defined below) for the Interest Period commencing on
or after such Payment Default and for each Interest Period thereafter to and
including the Interest Period, if any, during which, or commencing less than two
Business Days after, such Payment Default is cured will equal the Default Rate.

The rate per annum at which interest is payable on a Tranche of ARCs for any
Interest Period is herein referred to as the Applicable ARCs Rate. Notwithstanding anything
herein to the contrary, the Applicable ARCs Rate cannot exceed the Maximum ARC Rate.

(¢)  Notwithstanding anything herein to the contrary, if any ARC or portion
thereof has been selected for redemption during the next succeeding Interest Period, such ARC
or portion thereof, will not be included in the Auction preceding such Redemption Date, and
such ARC or portion thereof, will continue to bear interest until the Redemption Date at the rate
established for the Interest Period prior to such Auction.

Section 1.5  Payments. So long as the ARCs are registered in the name of the
Depository or the nominee thereof, payment of interest (other than at maturity) and premium, if
any, on, and of principal at redemption of, the ARCs shall be made to the Depository by wire
transfer provided proper wire instructions are received. Each Holder of ARCs, by such Holder's
purchase of ARCs, appoints the Transfer Agent as its agent in connection with the payment by
such Holder of its share, if any, of the amounts payable to the Auction Agent and the
Broker-Dealers pursuant to Section 1.8(a) of this Supplement.
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Section 1.6  Auction Procedures. With respect to each Tranche of ARCs,
ucuons shall be conducted on each Auction Date (other than the Auction Date immediately
g (i) each Interest Period commencing after the ownership of such Tranche of ARCs is
fio 1onger maintained in book-entry form by the Depository; (ii) each Interest Period
1@(,mmencmg after the occurrence and during the continuance of a Payment Default; or (iii) any
Interest Period commencing less than the Applicable Number of Business Days after the cure or
graiver of a Payment Default). If there is an Auction Agent on such Auction Date, Auctions shall
pe conducted (for the related Tranche of ARCs and only for such Tranche) in the following

manner: .

(@)  Orders by Existing Holders and Potential Holders.

@) Except as provided in clause (C) below, prior to the Submission
Deadline on each Auction Date: .

(A) each Existing Holder of ARCs may submit to a
Broker-Dealer information as to: '

0] the principal amount of Outstanding ARCs,
if any, held by such Existing Holder which such Existing Holder
desires to continue to hold without regard to the Auction Rate for
the next succeeding Interest Period;

¥)) the principal amount of Outstanding ARCs,
if any, which such Existing Holder offers to sell if the Auction
Rate for the next succeeding Interest Period shall be less than the
rate per annum specified by such Existing Holder; and/or

3) the principal amount of Outstanding ARCs,
if any, held by such Existing Holder which such Existing Holder
offers to sell without regard to the Auction Rate for the next
succeeding Interest Period; and

B one or more Broker-Dealers may contact Potential
Holders to determine the principal amount of ARCs which each
such Potential Holder offers to purchase if the Auction Rate for the
next succeeding Interest Period shall not be less than the rate per
annum specified by such Potential Holder.

(C)  Notwithstanding the foregoing, prior to the
Submission Deadline on the Initial Auction Date, (1) each Existing
Holder of ARCs will be deemed to have submitted to a Broker-
Dealer information as to the principal amount of Outstanding
ARGC:s held by such Existing Holder and that such Existing Holder
offers to sell all of such Outstanding ARCs without regard to
Auction Rate for the Initial Auction Period, unless, (2) prior to the
Submission Deadline, such Existing Holder shall have submitted to
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a Broker-Dealer the information described in (Y) paragraph (A)(1)
above or (Z) paragraph (A)(2) above.

For the purposes hereof, the communication to a Broker-Dealer of information
referred to in clause (A)(1), (A)(2), (A)(3), (B) or (C) of this paragraph (a) is hereinafter referred
to as an Order and collectively as Orders and each Existing Holder and each Potential Holder
placing an Order is hereinafter referred to as a Bidder and collectively as Bidders; an Order
containing the information referred to in (x) clause (A)(1) or (C)(2)(Y) of this paragraph () is
hereinafter referred to as a Hold Order and collectively as Hold Orders, (y) clause (A)(2), (B) or
(C)(2)(Z) of this paragraph (a) is hereinafter referred to as a Bid and collectively as Bids and (z)
clause (A)(3) or (C)(1) of this paragraph (i) is hereinafter referred to as a Sell Order and
collectively as Sell Orders.

(i) (A) Subject to the provisions of Section 1.6(b) of this
Supplement, a Bid by an Existing Holder shall constitute an irrevocable offer to
sell:

(1)  the principal amount of Outstanding ARCs
specified in such Bid if the Auction Rate determined as provided in
this Section 1.6 of this Supplement shall be less than the rate
specified in such Bid; or

?) such principal amount or a lesser principal amount
of Outstanding ARCs to be determined as set forth in Section
1.6(d)(1)(D) of this Supplement, if the Auction Rate determined as
provided in this Section 1.6 shall be equal to the rate specified in
such Bid; or

3 such principal amount or a lesser principal amount
of Outstanding ARCs to be determined as set forth in Section
1.6(d)(ii)(C) of this Supplement if the rate specified shall be higher
than the Maximum ARC Rate and Sufficient Clearing Bids have
not been made.

(B)  Subject to the provisions of Section 1.6(b) of this
Supplement, a Sell Order by an Existing Holder shall constitute an irrevocable
offer to sell:

(1)  the principal amount of Outstanding ARCs
specified in such Sell Order; or

(2)  such principal amount or a lesser principal amount
of Outstanding ARCs as set forth in Section 1.6(d)(ii)(C) of this
Supplement if Sufficient Clearing Bids have not been made.

(C)  Subject to the provisions of Section 1.6(b) of this
Supplement, a Bid by a Potential Holder shall constitute an irrevocable offer to
purchase:
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(1)  the principal amount of Outstanding ARCs
specified in such Bid if the Auction Rate determined as provided in this
Section 1.6 of this Supplement shall be higher than the rate specified in
such Bid; or

(2)  such principal amount or a lesser principal amount
of Outstanding ARCs as set forth in Section 1.6(d)()(E) of this
Supplement if the Auction Rate determined as provided in this Section 1.6
of this Supplement shall be equal to the rate specified in such Bid.

(b) Submission by Broker-Dealer to Auction Agent.

6)) Each Broker-Dealer shall submit in writing to the Auction Agent
prior to the Submission Deadline on each Auction Date all Orders obtained by such
Broker-Dealer and shall specify with respect to each such Order:

(A)  the name of the Bidder placing such Order;

(B)  the aggregate principal amount of ARCs that are the subject
of such Order;

(C)  to the extent that such Bidder is an Existing Holder:

(1)  the principal amount of ARCs, if any, subject to any
Hold Order placed by such Existing Holder;

(2) the principal amount of ARCs, if any, subject to any
Bid placed by such Existing Holder and the rate specified in such Bid; and

(3)  the principal amount of ARCs, if any, subject to any
Sell Order placed by such Existing Holder; and

(D)  to the extent such Bidder is a Potential Holder, the rate and
amount specified in such Potential Holder's Bid.

(i)  If any rate specified in any Bid contains more than three figures to
the right of the decimal point, the Auction Agent shall round such rate up to the next
highest one thousandth (.001) of 1%.

(iii) If an Order or Orders covering all Outstanding ARCs held by any
Existing Holder is not submitted to the Auction Agent prior to the Submission Deadline,
the Auction Agent shall deem a Hold Order to have been submitted on behalf of such
Existing Holder covering the principal amount of Outstanding ARCs held by such
Existing Holder and not subject to an Order submitted to the Auction Agent except that
the Auction Agent shall deem an offer to sell to have been submitted on behalf of such
Existing Holder for the Initial Auction Period (as described in Section 1.6(a)(i)(C) of this
Supplement).
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(iv)  None of the City, the Transfer Agent nor the Auction Agent shall
be responsible for any failure of a Broker-Dealer to submit an Order to the Auction
Agent on behalf of any Existing Holder or Potential Holder.

(v)  If any Existing Holder submits through a Broker-Dealer to the
Auction Agent one or more Orders covering in the aggregate more than the principal
amount of Outstanding ARCs held by such Existing Holder, such Orders shall be
considered valid as follows and in the following order of priority:

(A) all Hold Orders shall be considered valid, but only up to
and including in the aggregate the principal amount of ARCs held by such
Existing Holder, and if the aggregate principal amount of ARCs subject to such
Hold Orders exceeds the aggregate principal amount of ARCs held by such
Existing Holder, the aggregate principal amount of ARCs subject to each such
Hold Order shall be reduced pro rata to cover the aggregate principal amount of
Outstanding ARCs held by such Existing Holder;

(B) (1) any Bid shall be considered valid up to and
including the excess of the principal amount of Outstanding ARCs held by such
Existing Holder over the aggregate principal amount of ARCs subject to any Hold
Orders referred to in clause (A) of this paragraph (v);

(2)  subject to subclause (1) of this clause (B), if more
than one Bid with the same rate is submitted on behalf of such Existing
Holder and the aggregate principal amount of Outstanding ARCs subject
to such Bids is greater than such excess, such Bids shall be considered
valid up to and including the amount of such excess and the stated amount
of ARCs subject to each Bid with the same rate shall be reduced pro rata
to cover the stated amount of ARCs equal to such excess;

(3)  subject to subclauses (1) and (2) of this clause (B),
if more than one Bid with different rates is submitted on behalf of such
Existing Holder, such Bids shall be considered valid first in the ascending
order of their respective rates until the highest rate is reached at which
such excess exists and then at such rate up to and including the amount of
such excess; and

(4)  in any such event, the aggregate principal amount of
Outstanding ARCs, if any, subject to Bids not valid under this clause (B)
shall be treated as the subject of a Bid by a Potential Holder at the rate
therein specified; and

(C)  all Sell Orders shall be considered valid up to and including
the excess of the principal amount of Outstanding ARCs held by such Existing
Holder over the aggregate principal amount of ARCs subject to valid Hold Orders
referred to in clause (A) of this paragraph (v) and valid Bids referred to in clause
(B) of this paragraph (v).
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(vi)  If more than one Bid for ARCs is submitted on behalf of any
potential Holder, each Bid submitted shall be a separate Bid with the rate and principal
amount therein specified.

(vii)  Any Bid or Sell Order submitted by an Existing Holder covering
an aggregate principal amount of ARCs not equal to an Authorized Denomination
therefor shall be rejected and shall be deemed a Hold Order. Any Bid submitted by a
Potential Holder covering an aggregate principal amount of ARCs not equal to an
Authorized Denomination therefor shall be rejected.

(viii) Any Bid submitted by an Existing Holder or a Potential Holder
specifying a rate lower than the All Hold Rate shall be treated as a Bid specifying the All
Hold Rate and any such Bid shall be considered as valid and shall be selected in the
ascending order of the respective rates in the Submitted Bids.

(ix)  An Existing Holder that offers to purchase additional ARCs is, for
purposes of such offer, treated as a Potential Holder. '

x) Any Bid specifying a rate higher than the Maximum Interest Rate
will (i) be treated as a Sell Order if submitted by an Existing Holder and (ii) not be
accepted if submitted by a Potential Holder.

(c) Determination of Sufficient Clearing Bids, Auction Rate and Winning Bid
Rate.

@) Not earlier than the Submission Deadline on each Auction Date,
the Auction Agent shall assemble all valid Orders submitted or deemed submitted to it by
the Broker-Dealers (each such Order as submitted or deemed submitted by a
Broker-Dealer being hereinafter referred to individually as a Submitted Hold Order, a
Submitted Bid or a Submitted Sell Order, as the case may be, or as a Submitted Order
and collectively as Submitted Hold Orders, Submitted Bids or Submitted Sell Orders, as
the case may be, or as Submitted Orders) and shall determine:

(A)  the excess of the total principal amount of Outstanding
ARCs over the sum of the aggregate principal amount of Outstanding ARCs
subject to Submitted Hold Orders (such excess being hereinafter referred to as the
Available ARCs); and

(B)  from such Submitted Orders whether:

(1)  the aggregate principal amount of Outstanding
ARGCs subject to Submitted Bids by Potential Holders specifying one or
more rates equal to or lower than the Maximum ARC Rate, exceeds or is
equal to the sum of:

(2) the aggregate principal amount of Outstanding

ARCs subject to Submitted Bids by Existing Holders specifying one or
more rates higher than the Maximum ARC Rate; and
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(3)  the aggregate principal amount of Outstanding
ARC:s subject to Submitted Sell Orders; _

(in the event such excess or such equality exXists, other than because the sum of the
pﬁncipal amounts of ARC:s in subclauses (1) and (3) above is zero because all of the Outstanding
ARCs are subject to Submitted Hold Orders, such Submitted Bids in subclause (1) above being
hereinafter referred to collectively as Sufficient Clearing Bids); and

(C)  if Sufficient Clearing Bids have been made, the lowest rate
specified in such Submitted Bids (which shall be the Winning Bid Rate) such that
if:

(1)  (aa) each such Submitted Bid from Existing Holders
specifying such lowest rate and (bb) all other Submitted Bids from
Existing Holders specifying lower rates were rejected, thus entitling such
Existing Holders to continue to hold the principal amount of ARCs subject
to such Submitted Bids; and '

(2) (aa) each such Submitted Bid from Potential
Holders specifying such lowest rate and (bb) all other Submitted Bids
from Potential Holders specifying lower rates were accepted;

the result would be that such Existing Holders described in subclause (1) above would continue
to hold an aggregate principal amount of Outstanding ARCs which, when added to the aggregate
principal amount of Outstanding ARCs to be purchased by such Potential Holders described in
subclause (2) above, would equal not less than the Available ARCs.

(ii) Promptly after the Auction Agent has made the determinations
pursuant to paragraph (i) of this subsection (c), the Auction Agent shall advise the
Transfer Agent in writing by facsimile of the Maximum ARC Rate and the All Hold Rate
and the components thereof on the Auction Date and, based on such determinations, the
Auction Rate for the next succeeding Interest Period (the Auction Rate) as follows:

A) if Sufficient Clearing Bids have been made, that the
Auction Rate for the next succeeding Interest Period shall be equal to the Winning
Bid Rate so determined;

B) if Sufficient Clearing Bids have not been made (other than
because all of the Outstanding ARCs are subject to Submitted Hold Orders), that
the Auction Rate for the next succeeding Interest Period shall be equal to the
Maximum ARC Rate; or

© if all outstanding ARCs are subject to Submitted Hold
Orders, that the Auction Rate for the next succeeding Interest Period shall be equal
to the All Hold Rate.

(d)  Acceptance and Rejection of Submitted Bids and Submitted Sell Orders
and Allocation of ARCs. Existing Holders shall continue to hold the principal amount of ARCs

17 - . .
13-53846-swr Doc 5029-3 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 17 of 97



.at are subject to Submitted Hold Orders, and, based on the determinations made pursuant to
gection 1.6(c)(i) of this Supplement, Submitted Bids and Submitted Sell Orders shall be accepted
- orrej ected and the Auction Agent shall take such other action as set forth below:

)3 If Sufficient Clearing Bids have been made, all Submitted Sell
Orders shall be accepted and, subject to. the provisions of paragraph (iv) of this subsection
(d), Submitted Bids shall be accepted or rejected as follows in the following order of
priority and all other Submitted Bids shall be rejected:

: A) Existing Holders' Submitted Bids specifying any rate that is
higher than the Winning Bid Rate shall be accepted, thus requiring each such
Existing Holder to sell the aggregate principal amount of ARCs subject to such
Submitted Bids;

€:)) Existing Holders' Submitted Bids specifying any rate that is
lower than the Winning Bid Rate shall be rejected, thus entitling each such
Existing Holder to continue to hold the aggregate principal amount of ARCs
subject to such Submitted Bids;

© Potential Holders' Submitted Bids specifying any rate that
is lower than the Winning Bid Rate shall be accepted, thus requiring such Potential
Holder to purchase the aggregate principal amount of ARCs subject to such
Submitted Bids;

D) each Existing Holders' Submitted Bid specifying a rate that
is equal to the Winning Bid Rate shall be rejected, thus entitling such Existing
Holder to continue to hold the aggregate principal amount of ARCs subject to such
Submitted Bid, unless the aggregate principal amount of Outstanding ARCs
subject to all such Submitted Bids shall be greater than the principal amount of
ARCs (the remaining principal amount) equal to the excess of the Available
ARCs over the aggregate principal amount of ARCs subject to Submitted Bids
described in clauses (B) and (C) of this paragraph (i), in which event such
Submitted Bid of such Existing Holder shall be rejected in part, and such Existing
Holder shall be entitled to continue to hold the principal amount of ARCs subject
to such Submitted Bid, but only in an amount equal to the aggregate principal
amount of ARCs obtained by multiplying the remaining principal amount by a
fraction the numerator of which shall be the principal amount of Outstanding
ARCs held by such Existing Holder subject to such Submitted Bid and the
denominator of which shall be the sum of the principal amount of Outstanding
ARCs" subject to such Submitted Bids made by all such Existing Holders that
specified a rate equal to the Winning Bid Rate; and

)] each Potential Holder's Submitted Bid specifying a rate that
is equal to the Winning Bid Rate shall be accepted but only in an amount equal to
the principal amount of ARCs obtained by multiplying the excess of the aggregate
principal amount of Available ARCs over the aggregate principal amount of ARCs
subject to Submitted Bids described in clauses (B), (C) and (D) of this paragraph
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(i) by a fraction the numerator of which shall be the aggregate principal amount of
Outstanding ARCs subject to such Submitted Bid and the denominator of which
shall be the sum of the principal amounts of Outstanding ARCs subject to
Submitted Bids made by all such Potential Holders that specified a rate equal to
the Winning Bid Rate.

(ii)  If Sufficient Clearing Bids have not been made (other than because
all of the Outstanding ARCs are subject to Submitted Hold Orders), subject to the
provisions of paragraph (iv) of this subsection (d), Submitted Orders shall be accepted or
rejected as follows in the following order of priority and all other Submitted Bids shall be
rejected: .

(A)  Existing Holders' Submitted Bids specifying any rate that is
equal to or lower than the Maximum ARC Rate shall be rejected, thus entitling
such Existing Holders to continue to hold the aggregate principal amount of ARCs
subject to such Submitted Bids;

(B)  Potential Holders' Submitted Bids specifying any rate that
is equal to or lower than the Maximum ARC Rate shall be accepted, thus
requiring each Potential Holder to purchase the aggregate principal amount of
ARC:s subject to such Submitted Bids; and

(C)  each Existing Holder's Submitted Bid specifying any rate
that is higher than the Maximum ARC Rate and the Submitted Sell Order of each
Existing Holder shall be accepted, thus entitling each Existing Holder that
submitted any such Submitted Bid or Submitted Sell Order to sell the ARCs
subject to such Submitted Bid or Submitted Sell Order, but in both cases only in
an amount equal to the aggregate principal amount of ARCs obtained by
multiplying the aggregate principal amount of ARCs subject to Submitted Bids
described in clause (B) of this paragraph (ii) by a fraction the numerator of which
shall be the aggregate principal amount of Outstanding ARCs held by such
Existing Holder subject to such Submitted Bid or Submitted Sell Order and the
denominator of which shall be the aggregate principal amount of Outstanding
ARGCs subject to all such Submitted Bids and Submitted Sell Orders.

@(iii)  If all Outstanding ARCs are subject to Submitted Hold Orders, all
Submitted Bids shall be rejected.

(iv)  If, as a result of the procedures described in paragraph (i) or (ii) of
this subséction (d), any Existing Holder would be entitled or required to sell, or any
Potential Holder would be entitled or required to purchase, a principal amount of ARCs
that is not equal to an Authorized Denomination therefor the Auction Agent shall, in such
manner as it shall, in its sole discretion, determine, round up or down the principal
amount of ARCs to be purchased or sold by any Existing Holder or Potential Holder so
that the principal amount of ARCs purchased or sold by each Existing Holder or
Potential Holder shall be equal to an Authorized Denomination, even if such allocation
results in one or more of such Potential Owners not purchasing any ARCs.
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(e) Based on the results of each Auction, the Auction Agent shall determine
the aggregate principal amount of ARCs to be purchased and the aggregate principal amount of
ARCs to be sold by Potential Holders and Existing Holders on whose behalf each Broker-Dealer
submitted Bids or Sell Orders and, with respect to each Broker-Dealer, to the extent that such
aggregate principal amount of ARCs to be sold differs from such aggregate principal amount of
ARCs to be purchased, determine to which other Broker-Dealer or Broker-Dealers acting for one
or more purchasers such Broker-Dealer shall deliver, or from which other Broker-Dealer or
Broker-Dealers acting for one or more sellers such Broker-Dealer shall receive, as the case may
be, ARCs. .

Section 1.7 Certain Qrders Not Permitted. The City may not submit an Order
in any Auction. The Auction Agent shall have no duty or liability in monitoring or enforcing
compliance with this Section 1.7.

Section 1.8  Notice of Payment Defaults and Cures; Payment of Service

Charges.

(a) The City shall, from time to time and upon receipt of invoices provided -
therefor, pay to the Auction Agent an amount equal to the Auction Agent Fee as calculated in the
Auction Agency Agreement and an amount equal to the Broker-Dealer Fee as calculated in the
Broker-Dealer Agreement.

(b) By 12:30 p.m. New York City time on the Business Day immediately
succeeding each Interest Payment Date, the Transfer Agent will determine if a Payment Default
has occurred. If a Payment Default has occurred, the Transfer Agent shall notify the Auction
Agent and Broker-Dealer by 1:00 p.m. New York City time of such Payment Default. If a
Payment Default has been cured, the Transfer Agent shall so notify the Auction Agent and the
Broker-Dealer by 5:00 p.m. New York City time on the day such Payment Default is cured or
waived.

Section 1.9  Calculation of Maximum ARC Rate, All Hold Rate and Default
Rate. The Auction Agent shall calculate the Maximum ARC Rate and the All Hold Rate on each
Auction Date. If the ownership of the ARCs is no longer maintained in book-entry form by the
Depository, the Transfer Agent shall calculate the Maximum ARC Rate on the Business Day
immediately preceding the first day of each Interest Period commencing after the delivery of
certificates representing the ARCs pursuant to Subsection 1.2(c) of this Supplement. If a
Payment Default shall have occurred, the Transfer Agent shall calculate the Default Rate on the
first day of (i) each Interest Period commencing after the occurrence and during the continuance
of such Payment Default and (ii) any Interest Period commencing less than the Applicable
Number of Business Days after the cure or waiver of any Payment Default. The Auction Agent
shall determine the "AA" Financial Commercial Paper Rate for each Interest Period other than
the first Interest Period; provided, that if the ownership of the ARCs is no longer maintained in
book-entry form, or if a Payment Default has occurred, then the Transfer Agent shall determine
the "AA" Financial Commercial Paper Rate for each such Interest Period. The determination by
the Transfer Agent or the Auction Agent, as the case may be, of the "AA" Financial Commercial
Paper Rate shall (in the absence of manifest error) be final and binding upon all parties. If
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" calculated or determined 'by the Auction Agent, the Auction Agent shall promptly advisé the
Transfer Agent of the "AA" Financial Commercial Paper Rate.

Section 1.10 Computation of Interest. The amount of interest distributable to
Holders of ARCs in respect of each $25,000 in principal amount thereof for any Interest Period
or part thereof shall be calculated as follows:

(a) During the Initial Interest Period for Tranche D-1 and Tranche D-2, and
for any Tranche of ARCs with an Auction Period equal to one year or more, interest shall be
calculated on the basis of a 360 day year comprised of 12 30-day months.

()  During the Initial Interest Period for any future Tranche of Variable Rate
Securities converted to the Auction Rate Mode, interest shall be calculated as set forth in the
Mode Change Notice applicable thereto.

(c) With respect to any Tranche of ARCs with an Auction Period of less than
one year, interest on such ARCs for any Interest Period shall be calculated by applying the-
respective Applicable ARCs Rate for such Interest Period or part thereof to the principal amount
of $25,000, multiplying such product by the actual number of days in the Interest Period or part
thereof concerned divided by 365 or 366, as applicable, and truncating the resultant figure to the
nearest one cent. Interest on such ARCs shall be computed by the Transfer Agent on the basis of
a 365-day year for the number of days actually elapsed; except that for any such calculation with
respect to an Interest Payment Date occurring after January 1 of any leap year through December
31 of such leap year, such interest (for any day occurring during such period) shall be computed
on the basis of a 366-day year period. The Transfer Agent shall make the calculation required in
this Section 1.10(c) not later than the close of business on each Auction Date.

Section 1.11  Notification of Rates, Amounts and Payment Dates.

(a) The Transfer Agent shall determine the aggregate amount of interest
distributable on the next succeeding Interest Payment Date to the Holders of the ARCs. So long
as the ownership of the ARCs is maintained in book-entry form by the Depository, the Transfer
Agent shall advise the Depository of each Record Date for the ARCs at least two Business Days
prior thereto.

(b)  Promptly after each Interest Payment Date for the ARCs, and in any event
at least 10 days prior to each Interest Payment Date following the Initial Interest Payment Date,
the Transfer Agent shall:

@) so long as no Payment Default has occurred and is continuing and
the ownership of the ARCs is maintained in book-entry form by the Depository,
confirm the Auction Agent's determination of (A) the date of such next Interest
Payment Date and (B) the amount payable to the Auction Agent pursuant to
Section 1.8 hereof and notify the Auction Agent of any discrepancy therein; and

(i)  advise the Depository, so long as the ownership of the ARCs is
maintained in book-entry form by the Depository, of the respective Applicable
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ARCs Rate and the Interest Amount in respect of the next succeedlng Interest
Period.

In the event that any day that is scheduled to be an Interest Payment Date shall be

changed after the Transfer Agent shall have given the notice referred to in clause (i) of the

recedmg sentence, not later than 9:15 a.m., New York City time, on the Business Day next

precedmg the earlier of the new Interest Payment Date or the old Interest Payment Date, the

Transfer Agent shall, by such means as the Transfer Agent deems practicable, give notice of

such change to the Auction Agent, so long as no Payment Default has occurred and is continuing
and the ownership of the ARCs is maintained in book-entry form by the Dep051tory

Section 1.12 Ad1ustment in Percentages.

(@) The Market Agent shall adjust the percentage used in determining the All

Hold Rate, the Applicable Percentage used in determining the Maximum ARC Rate and the

percentage of the Kenny Index used in determining the Default Rate, if any such adjustment is

necessary, in the judgment of the Market Agent, to reflect any Change of Preference Law such
that ARCs paying the Maximum ARC Rate, ARCs paying the All Hold Rate and ARCs paying

the Default Rate shall have equal market values before and after such Change of Preference Law.

Prior to any such adjustment, the City shall give notice thereof to the Rating Agency and no such

adjustment shall be made unless such adjustment will not adversely affect the rating on any of
the Series 2001 Securities. In making any such adjustment, the Market Agent shall take the

following factors, as in existence both before and after such Change of Preference Law, into

account:

)] short-term taxable and tax-exempt market rates and indices of such
short-term rates;

(i) the market supply and demand for short-term tax-exempt
securities;

(iii)  yield curves for short-term and long-term tax-exempt securities or
obligations having a credit rating that is comparable to the ARCs;

(iv)  general economic conditions; and

(v)  economic and financial factors present in the securities industry
that may affect or that may be relevant to the ARCs.

(b)  The Market Agent shall effectuate an adjustment in the percentage used in
determining the All Hold Rate, the Applicable Percentage used in determining the Maximum
ARC Rate and the Applicable Percentage of the Kenny Index used to determine the Defauit Rate
pursuant to Subsection (a) of this Section by delivering to the City, the Bond Insurer, the
Transfer Agent and the Auction Agent at least 10 days prior to the Auction Date on which the
Market Agent desires to effect such change a Favorable Bond Counsel's Opinion and a certificate
in substantially the form attached hereto as Annex I to this Supplement, authorizing the
adjustment of the percentage used in determining the All Hold Rate, the Applicable Percentage
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sised in determining the Maximum ARC Rate and the Applicable Percentage of the Kenny Index
iised to determine the Default Rate, which shall be specified in such certificate.

Section 1.13 Market Agent. The Transfer Agent shall enter into a Market Agent
" Agreement with UBS PaineWebber Inc., as the initial Market Agent. The Market Agent shall
. serve as such under the terms and provisions hereof and of the Market Agent Agreement. The
- Market Agent, including any successor appointed pursuant hereto, shall be a member of the
National Association of Securities Dealers, Inc. having capitalization of at least $50,000,000, and
pe authorized by law to perform all the duties imposed upon it by the Sale Order and the Market '
. Agent Agreement. The Market Agent may be removed at any time by the Transfer Agent, acting
at the direction of (a) the City or (b) the Securityholders of 66-2/3% of the aggregate principal
amount of the ARCs; provided, that such removal shall not take effect until the appointment of a
successor Market Agent. The Market Agent may resign upon 30 days' written notice delivered
to the City, the Bond Insurer and the Transfer Agent. The City shall use its best efforts to
appoint a successor Market Agent that is a qualified institution, effective as of the effectiveness
of any such resignation or removal. Notwithstanding that the Market Agent is the agent of the
Transfer Agent under the Market Agent Agreement, the Transfer Agent shall not be liable in any
way for any action taken, suffered, or omitted, or for any error of judgment made by the Market
Agent, whether in the performance of its duties under the Market Agent Agreement or otherwise.

Section 1.14 Auction Agent.

(@  The Bank of New York shall serve as the initial Auction Agent for the
ARCs. The Transfer Agent is hereby directed to enter into an agreement with the Auction Agent
which shall provide as follows: The Auction Agent shall be (i) a bank or trust company duly
organized under the laws of the United States of America or any state or territory thereof having
its principal place of business in the Borough of Manhattan, The City of New York, and having a
combined capital stock, surplus and undivided profits of at least $15,000,000 or (ii) a member of
the National Association of Securities Dealers, Inc., having a capitalization of at least
$15,000,000 and, in either case, authorized by law to perform all the duties imposed upon it
hereunder and under the Auction Agency Agreement. The Auction Agent may resign and be
discharged of the duties and obligations created by the Sale Order by giving at least 90 days'
written notice to the City, the Bond Insurer, the Transfer Agent and the Market Agent (30 days'
written notice if the Auction Agent has not been paid its fee for more than 30 days). The
Auction Agent may be removed at any time by the Transfer Agent if the Auction Agent is an
entity other than the Transfer Agent, acting at the direction of (i) the City, or (ii) the
Securityholders of 66-2/3% of the aggregate principal amount of the ARCs; provided that, if
required by the Market Agent, an agreement in substantially the form of the Auction Agency
Agreement shall be entered into with a successor Auction Agent. If the Auction Agent and the
Transfer Agent are the same entity, the Auction Agent may be removed as described above, with
the City acting in lieu of the Transfer Agent.

() In the event that the Auction Agent shall resign or be removed or
dissolved, or if the property or affairs of the Auction Agent shall be taken under the control of
any state or federal court or administrative body because of bankruptcy or insolvency, or for any
other reason, the City shall use its best efforts to appoint a successor as Auction Agent (which
successor must be approved by the Bond Insurer, providing that the Bond Insurer is not then in
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efault on its obligations under the Bond Insurance Policy) and the Transfer Agent shall
' ﬁigreupon enter into an Auction Agency Agreement with such successor.

‘ (c) The Auction Agent shall be acting as agent for the Transfer Agent in
connection with Auctions. In the absence of willful misconduct or negligence on its part, the
Auction Agent, whether acting directly or through its agents or attorneys, shall not be liable for
any action taken, suffered or omitted or for any error of judgment made by it in the performance
of its duties under the Auction Agency Agreement and shall not be liable for any error of
judgment made in good faith unless the Auction Agent shall have been neghgent in ascertaining
the pertinent facts necessary to make such judgment.

(d)  Notwithstanding that the Auction Agent is the agent of the Transfer Agent
hereunder and under the Auction Agency Agreement, the Transfer Agent shall not be liable in
any way for any action taken, suffered or omitted, or for any error of judgment made by the
Auction Agent, whether in the performance of its duties under the Auction Agency Agreement or
otherwise, subject to Section 3.4(b) of the Auction Agency Agreement.

Section 1.15 Broker-Dealers.

: (a) The Auction Agent shall enter into a Broker Dealer Agreement with UBS
PameWebber Inc., as the initial Broker-Dealer. The Market Agent may from time to time
approve one or more additional persons to serve as Broker-Dealer under Broker-Dealer
Agreements.

(b)  Any Broker-Dealer may be removed at any time, at the request of the City,
but there shall, at all times, be at least one Broker-Dealer appointed and acting as such. '

Section 1.16 Redemption of ARCs.

@) Optional Redemption. The ARCs of each Tranche shall be subject to
redemption at the option of the City, in whole or in part in Authorized Denominations, at a
redemption price of par plus accrued interest to the date of redemption on

@) the final Interest Payment Date of the Initial Interest Period; and
(ii)  the Business Day following the last day of each Auction Period.

In the event the Auction Period for the ARCs of any Tranche is changed pursuant
to Section 1.17 of this Supplement, the Market Agent may, with the consent of the City and upon
receipt of a Favorable Bond Counsel's Opinion in connection therewith, add additional optional
redemption provisions allowing for the optional redemption of ARCs during any Auction Period
at prices not exceeding 102% of the principal amount of ARCs redeemed. In connection with
the conversion of any Tranche of Variable Rate Securities to a Tranche of ARCs hereunder, the
Finance Director may specify optional redemption provisions in addition to the provisions
specified above with the prior written consent of the Market Agent.

) Sinking Fund Redemption. The ARCs that are Term Securities are subject
to mandatory redemption at par in Sinking Fund Installments as provided in the Sale Order and
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the General Supplement. In connection with the conversion of Variable Rate Securities to the
Auction Rate Mode, the Finance Director may change the Sinking Fund Installments with
respect to any such Tranche in compliance with and subject to the limitations set forth in the
-+ Yariable Rate Supplement.

Section 1.17 Changes in Auction Periods or Auction Date.

(a) Changes in Auction Period or Periods.

@) While any-of the Series 2001 Securities are outstanding as ARCs,
the Market Agent with the written consent of the City may change, for any
Tranche of ARCs, from time to time, the length of one or more Auction Periods
and, in connection therewith, add additional optional redemption provisions as
provided in Section 1.16 hereof and/or change Interest Payment Dates to or from
Interest Payment Dates specified in the notice described below corresponding to
the end of each Interest Period and Auction Period; any such change shall be
considered a "change in the length of one or more Auction Periods" for the
purposes of this Supplement. The Market Agent shall initiate the change in the
length of one or more Auction Periods by written notice to the Transfer Agent, the
Auction Agent, the City and the Depository in substantially the form of, or
contain substantially the information set forth in Annex II to this Supplement at
least 10 days prior to the Auction Date for such Auction Period.

(ii)  Any such changed Auction Period shall not be less than seven
days. No change in an Auction Period from an Auction Period of one year or less
to an Auction Period of more than one year shall occur unless there shall have
been delivered to the Transfer Agent a Favorable Bond Counsel's Opinion; and no
change in Auction Period from an Auction Period of more than one year to an
Auction Period of one year or less shall occur unless there shall have been
delivered to the Transfer Agent a Favorable Bond Counsel's Opinion.

(iii)  The change in the length of one or more Auction Periods shall not
be allowed unless Sufficient Clearing Bids existed at both the Auction before the
date on which the notice of the proposed change was given as provided in this
Section 1.17(a) and the Auction immediately preceding the proposed change.

(iv)  The change in length of one or more Auction Periods shall take
effect only if (A) the Transfer Agent and the Auction Agent receive, by 11:00
a.m. New York City time, on the Business Day before the Auction Date for the
first such Auction Period, a certificate from the Market Agent in substantially the
form attached as, or containing substantially the same information contained in,
Annex II to this Supplement, authorizing the change in the length of one or more
Auction Periods specified in such certificate and (B) Sufficient Clearing Bids
exist at the Auction on the Auction Date for such first Auction Period. If the
condition referred to in (A) above is not met, the Applicable ARCs Rate for the
next Auction Period shall be determined pursuant to the Auction Procedures and
the Auction Period shall be the Auction Period determined without reference to
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the proposed change. If the condition referred to in (A) is met but the condition
referred to in (B) above is not met, the Applicable ARCs Rate for the next
Auction Period shall be the Maximum ARC Rate and the Auction Period shall be
the Auction Period determined without reference to the proposed change.

®) Changes in the Auction Date. While any of the Series 2001 Securities are
outstanding as ARCs, the Market Agent (with the consent of the City):

@) in order to conform with then current market practice with respect
to similar securities, shall; or : '

(i)  in order to accommodate economic and financial factors that may
affect or be relevant to the day of the week constituting an Auction Date and the
interest rate borne on the ARCs and upon receipt of a Favorable Bond Counsel's
Opinion, may (with respect to any Tranche of ARCs)

specify an earlier Auction Date (but in no event more than five Business-
Days earlier) than the Auction Date that would otherwise be determined in accordance with the
definition of "Auction Date" in Section 1.1 of this Supplement with respect to one or more
specified Auction Periods. The Market Agent shall provide notice of any determination to
specify an earlier Auction Date for one or more Auction Periods by means of a written notice
delivered at least 10 days prior to the proposed changed Auction Date to the Transfer Agent, the
Auction Agent, the City and the Depository. Such notice shall be substantially in the form of, or
contain substantially the information contained in, Annex III to this Supplement.

© In connection with any change described in this Section 1.17, the Auction
Agent shall provide such further notice to such parties as is specified in the Auction Agency -
Agreement.

(d)  No change shall be made to the Auction Period or Auction Date unless the
City shall have received confirmation from the Rating Agency that the rating on any of the Series
2001 Securities will not be adversely affected.

Section 1.18  Credit Ratings. The City shall take all reasonable action necessary
to enable at least one nationally recognized statistical rating organization (as that term is used in
the rules and regulations of the SEC under the Securities Exchange Act) to provide credit ratings
for the ARCs. '

Section 1.19 Certain Notices.

(a) The Market Agent shall provide the Transfer Agent, the Bond Insurer and,
so long as no default under the Sale Order and/or this Supplement have occurred and are
continuing and the ownership of the ARCs is maintained in book-entry form by the Depository,
the Auction Agent with notice of any change in the Statutory Corporate Tax Rate.

(b)  The City shall use its best efforts to provide the Transfer Agent, the Bond
Insurer and, so long as no Payment Default has occurred and is continuing and the ownership of
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e ARCs is maintained in book-entry form by the Depository, the Auction Agent with notice of
y change in the maximum rate permitted by law on the ARCs.

¢ Section 1.20 Purchases of ARCs. The City shall not purchase or otherwise
wquue ARCs unless the City redeems or otherwise cancels such ARCs on the day of any

purchase

Section 1.21 Notice df Payment Default.

(a) If the City determines that a Payment Default has occurred the City shall
~ promptly notify the Transfer Agent thereof.

(b)  So long as the ownership of the ARCs is maintained in book-entry form
by the Depository, upon the occurrence of a Payment Default, the Transfer Agent shall
immediately send a notice thereof to the Auction Agent and Market Agent by telecopy or similar
means.

(©) So long as the ownership of the ARCs is maintained in book-entry form
by the Depository, the Transfer Agent shall immediately send notice to the Auction Agent by
telecopy or similar means if a Payment Default is cured.

Section 1.22 Conversions from Variable Rate Securities to ARCs. In
connection with the conversion of any Variable Rate Securities to a Tranche of ARCs the
Finance Director shall include in the Mode Change Notice with respect thereto:

@ the Initial Auction Date, Initial Auction Period, Initial Interest Payment
Date and Initial Interest Period for such Tranche;

(b) the interest rate applicable to the ARCs of such Tranche during the Initial
Interest Period;

(©) additional optional redemption dates and redemption prices applicable to
the ARCs of such Tranche as provided in Section 1.16(a) hereof;,

(d)  the designation of the ARCs of such Tranche for purposes of Section
1.2(a) hereof; and

(e) such other matters as the Finance Director deems necessary or appropriate
and not inconsistent with the Bond Ordinance, Bond Resolution, Sale Order, General
Supplement or VRM Supplement.

Section 1.23 Termination or Suspension of Auction Procedures. With respect to
a Tranche of ARCs, Auction Procedures may be terminated or suspended only if

(@ the Auction Period with respect to such Tranche has been changed
pursuant to Section 1.17 hereof so that the then current Auction Period extends to the final
maturity date of the ARCs of such Tranche; or
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(b)  asprovided in the first paragraph of Section 1.6 hereof.

If the City has failed to pay any fees owing to the Auction Agent or the Broker-
' pealer with respect to the ARCs of such Tranche, the Broker-Dealer or Auction Agent shall give
written notice thereof to the Bond Insurer and allow the Bond Insurer 45 days after delivery of
- guch notice to cure such failure, during which time Auction Procedures shall not be suspended or
- terminated.

ARTICLE 11
BOND INSURANCE

: Section 2.1.  Certain Rights of the Bond Insurer. With respect to the ARCs that
it insures the Bond Insurer shall have the following rights.

(a) The Bond Insurer has the right to approve or disapprove the following
matters (its approval to be indicated solely by written consent delivered prior to the applicable
action):

(i) any change in percentages by the Market Agent pursuant to
Section 1.12 hereof;

(ii)  the removal of and/or the appointment of a successor to the Market
Agent pursuant to Section 1.13 hereof;

(iii)  the removal of and/or appointment of a successor to the Auction
Agent pursuant to Section 1.14 hereof;

(iv)  a change in one or more Auction Periods or Auction Dates as
provided in Section 1.17 hereof;

v) any change in the Maximum Interest Rate or the method of
calculating interest hereunder;

(vi)  any amendment to this Supplement permitted by Section 3.2 hereof
whether requiring the consent of Securityholders; and

(vii) any amendment to the Auction Agency Agreement or a Broker-
Dealer Agreement.

. (b) In addition to notice rights specifically stated elsewhere, the Bond Insurer
shall have the right to receive copies of all notices required to be delivered to a Rating Agency;
the City, the Auction Agent, the Market Agent or a Broker Dealer hereunder (except for notices
given pursuant to the normal and regular operation of Auction Procedures hereunder).

(c) The City shall promptly provide the Bond Insurer with a copy of every
filing made to a NRMSIR or the MSRB under its Continuing Disclosure Agreement (including
the filing of financial information and notices of material events).
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(d)  The City shall promptly \provide the Bond Insurer with a copy of the
official statement or other disclosure documents relating to the issuance of Additional Bonds or
Securities under the Bond Ordinance.

(¢)  The Bond Insurer, acting alone, shall have the right to direct all remedies
upon the occurrence of an Event of Default with respect to the ARC:s it insures hereunder. The
Bond Insurer shall be recognized as the registered owner of each ARC which it insures for the
purposes of exercising all rights and privileges available to Securityholders. For ARCs which it
insures, the Bond Insurer shall have the right to institute any suit, action, or proceeding at law or
in equity under the same terms as a Securityholder in accordance with applicable provisions (and
subject to applicable limitations) of the Bond Ordinance and Act 94. Any acceleration of
principal payments of the ARCs it insures in connection with an Event of Default must be
subject to the Bond Insurer's prior written consent. The rights given to the Bond Insurer pursuant
to this Section 2.1(e) are subject to the condition that the Bond Insurer is not in default of its
obligations under its Bond Insurance.

Section 2.2. Payment Procedures for MBIA Bond Insurance. As long as the
Bond Insurance issued by MBIA shall be in full force and effect, the City, the Transfer Agent
and any paying agent appointed with respect to the ARCs insured by MBIA (for purposes of this
Section, MBIA Insured ARCs) shall comply with the following provisions:

(a) In the event that, on the Business Day prior to the payment date on the
MBIA Insured ARCs, the Transfer Agent has not received sufficient moneys to pay all principal
of and interest on the MBIA Insured ARCs due on the following Business Day, the Transfer
Agent shall immediately notify MBIA or its designee on the same Business Day by telephone or
telegraph, confirmed in writing by registered or certified mail, of the amount of the deficiency.

(b)  If the deficiency is made up in whole or in part prior to or on the payment
date, the Transfer Agent shall so notify MBIA or its designee.

(©) In addition, if the Transfer Agent has notice that any Securityholder has
been required to disgorge payments of principal or interest on the obligation to a trustee in
bankruptcy or creditors or others pursuant to a final judgment by a court of competent
jurisdiction that such payment constitutes an avoidable preference to such Securityholder within
the meaning of any applicable bankruptcy laws, then the Transfer Agent shall notify MBIA or its
designee of such fact by telephone or telegraphic notice, confirmed in writing by registered or
certified mail.

@ The Transfer Agent is hereby irrevocably designed, appointed, directed
and authorized to act as attorney-in-fact for Securityholders.of the MBIA Insured ARCs as
follows:

) If and to the extent there is a deficiency in amounts required to pay
interest on the MBIA Insured ARCs, the Transfer Agent shall (a)
execute and deliver to State Street Bank and Trust Company, N.A.,
or its successors under the Bond Insurance (the "Insurance Paying
Agent"), in form satisfactory to the Insurance Paying Agent, an
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instrument appointing MBIA as agent for such Securityholders in
any legal proceeding related to the payment of such interest and an
assignment to MBIA of the claims for interest to which such
deficiency relates and which are paid by MBIA, (b) receive as
designee of the respective Securityholders (and not as Transfer
Agent) in accordance with the tenor of the Bond Insurance
payment from the Insurance Paying Agent with respect to the
claims for interest so assigned, and (c) disburse the same to such
respective Securityholders; and

(i)  If and to the extent of a deficiency in amounts. required to pay
principal of the MBIA Insured ARCs, the Transfer Agent shall (a)
execute and deliver to the Insurance Payment Agent in form
satisfactory to the Insurance Paying Agent an instrument
appointing MBIA as agent for such Securityholder in-any legal
proceeding relating to the payment of such principal and an
assignment to MBIA of any of the MBIA Insured ARCs
surrendered to the Insurance Paying Agent of so much of the
principal amount thereof as has not previously been paid or for
which moneys are not held by the Transfer Agent and available for
such payment (but such assignment shall be delivered only if
payment from the Insurance Paying Agent is received), (b) receive
as designee of the respective Securityholders (and not as Transfer
Agent) in accordance with the tenor of the Bond Insurance
payment therefor. from the Insurance Paying Agent, and (c)
disburse the same to such Securityholders.

©) Payments with respect to claims for interest on and principal of MBIA
Insured ARCs disbursed by the Transfer Agent from proceeds of the Bond Insurance shall not be
considered to discharge the obligation of the City with respect to such MBIA Insured ARCs, and
MBIA shall become the owner of such unpaid MBIA Insured ARCs and claims for the interest in
accordance with the tenor of the assignment made to it under the provisions of this subsection or
otherwise.

® Irrespective of whether any such assignment is executed and delivered, the
City and the Transfer Agent hereby agree for the benefit of MBIA that:

i) They recognize that to the extent MBIA makes payments, directly
or indirectly (as by paying through the Transfer Agent), on account
of principal of or interest on the MBIA Insured ARCs, MBIA will
be subrogated to the rights of such Securityholders to receive the
amount of such principal and interest from the City, with interest
thereon as provided and solely from the sources stated in the Bond
Ordinance and the MBIA Insured ARCs, and

(ii)  They will accordingly pay to MBIA the amount of such principal
and interest (including principal and interest recovered under
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subparagraph (ii) of the first paragraph of the Bond Insurance,
which principal and interest shall be deemed past due and not to
have been paid), with interest thereon as provided in the Bond
Ordinance and the MBIA Insured ARCs, but only from the sources
and in the manner provided herein for the payment of principal of
and interest on the MBIA Insured ARCs to Securityholders, and
will otherwise treat MBIA as the owner of such rights to the
amount of such principal and interest.

Section 2.3. MBIA Reserve Policy Provisions.

(@ Coordination of Draws. If, in addition to the Reserve Policy for the
Second Lien Reserve Account, any other Qualified Surety Bond (an Additional Reserve Policy)
is provided for the Second Lien Reserve Account, drawings under the Reserve Policy and any
such Additional Reserve Policy, and repayment of Policy Costs and reimbursement of amounts
due under the Additional Reserve Policy, shall be made on a pro rata basis (calculated by
reference to the maximum amounts available thereunder) after applying all available cash in such
Second Lien Reserve Account and prior to replenishment of any such cash draws, respectively.
"ddditional Reserve Policy" does not include any reserve fund substitute instrument obtained for
any reserve account created under or pursuant to the Bond Ordinance other than the Second Lien
Reserve Account.

®) Repayment.

(1) The City shall repay MBIA from Net Revenues the principal
amount of any draws under each Reserve Policy and related
reasonable expenses incurred by MBIA (together with interest
thereon at a rate equal to the lower of (A) the prime rate of
Citibank, N.A., New York, New York in effect from time to time
plus 3% per annum and (B) the highest rate permitted by law) and
shall have the same priority as the obligation to maintain and refill
the related Reserve Account.

(i)  Repayment of draws, expenses and accrued interest (collectively,
Policy Costs) shall commence in the first month following each
draw, and each such monthly payment shall be in an amount at
least equal to 1/12 of the aggregate of Policy Costs related to such
draw. If and to the extent that cash has also been deposited in a
Reserve Fund, all such cash shall be used (or investments
purchased with such cash shall be liquidated and the proceeds
applied as required) prior to any drawing under the related Reserve
Policy, and repayment of any related Policy Costs shall be made
prior to replenishment of any such cash amounts.

(ili)  To secure payment of Policy Costs, statutory liens upon the whole

of the Net Revenues is hereby created pursuant to Section 7a of
Act 94. The lien securing Policy Costs related to the Second Lien
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Bond Reserve Account is of equal priority to the statutory lien on
Net Revenues securing Second Lien Bonds but subordinate to such
lien as between Second Lien Bonds and such Policy Costs. The
statutory liens granted by this subsection shall remain in full force
and effect until all Policy Costs are paid in full.

(c) Remedies. If the City shall fail to repay any Policy Costs in accordance
with the requirements hereof, MBIA shall be entitled to exercise any and all remedies available
at law or under the authorizing document other than (i) acceleration of the maturity of the MBIA
Insured ARCs or (ii) remedies which would adversely affect Securityholders.

(d)  Coverage Requirements. The amount of Policy Costs due and owing in
any Fiscal Year shall be included in any calculation with respect to such Fiscal Year required by
the Bond Ordinance to issue additional Securities or to set rates as obligations required to be
covered 100%.

(¢)  Additional Securities.

@) No additional Second Lien Securities may be issued without
MBIA's prior written consent if any Policy Costs are past due and
owing to MBIA with respect to the Reserve Account for Securities
of that Priority.

(ii)  Upon the issuance of additional Second Lien Bonds, the Second
Lien Reserve Account shall be fully funded (at its Reserve
Requirement) upon the issuance of such Securities, either with
cash or permitted investments or by a Qualified Surety Bond.

Section 2.4. FSA and/or FGIC Provisions. In the event any of the Variable
Rate Securities are converted to a Tranche of ARCs pursuant to the terms of the VRM
Supplement, this Supplement may be amended and supplemented (without the approval of
Securityholders but with the prior approval of MBIA) to conform or clarify this Supplement with
respect to the rights of FSA (if the Variable Rate Securities are Variable Rate Securities Series
C-1) or FGIC (if the Variable Rate Securities are Variable Rate Securities Series C-2) pursuant
to its Bond Insurance securing such converted Variable Rate Securities, provided, however, that
any such amendment and supplement shall be subject to the limits established by, and shall be
subject to the provisions of, the Bond Ordinance and the Bond Resolution.

ARTICLE III
MISCELLANEOUS

Section 3.1. Limitation on Defeasance. The City shall not defease the lien of
the Bond Ordinance securing any ARCs by the deposit of funds in escrow (commonly known as

a "legal defeasance") without obtaining a Rating Confirmation from each Rating Agency of
ARCs so defeased.
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Section 3.2. Amendments.

(@  This Supplement cannot be amended or supplemented except in
accordance with the provisions of the Bond Ordinance and this Section.

(b)  The Finance Director shall provide each Rating Agency with a copy of
“ each amendment or supplement at least 15 days in advance of the same becoming effective.

(c) For the purpose of acquiring consent for the purposes of the Bond

. Ordinances or otherwise, the consent of a Securityholder acquiring a Series 2001 Security in a
~ conversion from Variable Rate Securities to ARCs which the remarketing circular or other
disclosure document fully disclosed the terms of such amendment or supplement shall be
considered obtained as if such consents were being solicited under the Bond Ordinance or
otherwise, but no actual consent shall be required and no more than one such disclosure shall be

required.

(d)  This Supplement may be amended as provided and for the purposes set.
forth in Section 2.4 hereof.

Section 3.3. Notices to Rating Agencies. The Finance Director shall give
notice to each Rating Agency of any of the following promptly on the occurrence thereof: (i) any
optional redemption or defeasance of ARCs, (ii) any conversion of Variable Rate Securities to
ARG:s, (iii) any change in the Market Agent or Auction Agent and (iv) any change in the Auction
Period pursuant to Section 1.17 hereof.

Section 3.4. Notices.

(a) Each notice, request or other communication given hereunder to be given
to any party named below shall be in writing or otherwise given by Electronic Means (except as
provided below) and given to it at its address appearing below or to such other address as it may
hereafter specify for such purpose by notice to the others named below.

City of Detroit

Coleman A. Young Municipal Center
Room 1200

2 Woodward Avenue

Detroit, Michigan 48226

Attention: Finance Director

U.S. Bank Trust National Association, as Transfer Agent

535 Griswold, Suite 550
Detroit, Michigan 48226
Attention: Corporate Trust Department
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FGIC

115 Broadway
New York, New York 10006
Attention: Risk Management

FSA

350 Park Avenue
New York, New York
Attention: Managing Director-Surveillance

MBIA

113 King Street
Armonk, New York 10504
Attention: Surveillance

Standard & Poor's Ratings Services

55 Water Street, 38" Floor
New York, New York 10041

Moody's Investors Services

99 Church Street
New York, New York 10007
Attention: Fully Supported Group

Fitch, Inc.

One State Street Plaza ,
New York, New York 10004
Attention: Municipal Structure Group

Each notice, request or other communication given hereunder shall be
effective, (i) if given by mail, 72 hours after it is deposited in the United States Mail with first
class postage prepaid, addressed to the recipient at its Notice Address and (ii) if given by another
means, when delivered at its Notice Address.

(©) Notices required to be given to the Bond Insurer hereunder shall be given
only to the Bond Insurer for the Tranche or Tranches to which such notice relates.

-

Section 3.5.  Severability. In the event that any provision of this Supplement is
held to be invalid in any circumstance, such invalidity shall not affect any other provision or
circumstance.

Section 3.6. Payments Due and Acts to be Performed on Non-Business Days.
If a date of maturity of interest on or principal of ARCs or any redemption date, or a date fixed
for the performance of any other act under this Supplement, shall not be a Business Day,
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payment of such interest or principal or redemption price need not be made, and any such other
act need not be performed, on such date but may be made or performed on the next succeeding
Business Day with the same force and effect as if made on the date of maturity or the date fixed
for redemption, and, except as otherwise herein provided, no interest on any amount so paid shall
accrue for the period after such date.

Section 3.7.  Captions: Table of Contents. The captions or headings in, and the
table of contents for, this Supplement are for convenience only and in no way define, limit or
describe the scope or content of any provision hereof.

Section 3.8.  Governing Law. This Supplement shall be governed by the law of
the State of Michigan exclusive of its conﬂicts of law.
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ANNEX I
[FORM OF NOTICE OF CHANGE IN PERCENTAGES]

CITY OF DETROIT
SEWER DISPOSAL SYSTEM REVENUE SECOND LIEN BONDS (ARCs),
SERIES 2001 (D-_)

(Used in Determination of the Maximum ARC Rate, the All Hold Rate and the
Index for Default Rate) .

NOTICE IS HEREBY GIVEN that UBS PaineWebber Inc. as Market Agent for
the above-identified Series 2001 Securities, hereby authorizes the adjustment in the percentages
used to determine the Maximum ARC Rate, the All Hold Rate and the Index for the Default Rate
to reflect a Change in Preference Law as set forth in its notice dated .

Notice is also hereby given that the Market Agent has obtained confirmation that
Bond Counsel expects to be able to give its opinion to the effect that the adjustment in the
percentages is authorized by Section 1.12 of the Auction Rate Mode Supplement to the Sale
Order relating to the Series 2001 Securities and will not have an adverse effect on the exclusion
of interest on the Series 2001 Securities from gross income for federal income tax purposes.

Dated:

UBS PAINEWEBBER INC.

By:

Its:

I-1
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ANNEX I

[FORM OF NOTICE ESTABLISHING CHANGE IN LENGTH
OF ONE OR MORE AUCTION PERIODS]

CITY OF DETROIT
SEWER DISPOSAL SYSTEM REVENUE SECOND LIEN BONDS (ARCs),
SERIES 2001 (D-_)

NOTICE ESTABLISHING-CHANGE IN LENGTH
OF ONE OR MORE AUCTION PERIODS

Notice is hereby given that UBS PaineWebber Inc., as Market Agent for the
above-captioned Series 2001 Securities, hereby establishes new lengths for one or more Auction
Periods pursuant to the Auction Rate Mode Supplement to the Sale Order therefor as follows:

1. The change shall take effect on s , the date of-
commencement of the next Auction Period for Tranche D-  of the Series 2001 Securities
outstanding as ARCs (the Effective Date).

2. Interest Payment Dates shall be (or, if applicable, remain) each

and after the date of this Notice. For the Auction Period commencing on the
Effective Date, the Interest Period (and Auction Period) shall be the period commencing on the
Effective Date through and including R (date). For Auction Periods
occurring after the Auction Period commencing on the Effective Date, the Interest Period (and
Auction Period) shall be the period commencing on , (date) through
and including , (date) and each (number of days) day period
thereafter commencing on a (day of week) and ending on (and including) a
(day of week); provided, however, that the length of subsequent Auction
Periods shall be subject to further change hereafter as provided in Section 1.17 of the
Supplement described above.

3. [Describe any special optional redemption provisions added in connection
with the change.]

4. The changes described above shall take place only upon delivery of this
Notice and the satisfaction of other conditions set forth in the Supplement described above and

our prior notice dated regarding the proposed change.
, 5. Terms not defined in this Notice shall have the meanings as set forth in the
Supplement described above.
Dated: UBS PAINEWEBBER INC., as Market Agent
By:
Its:
Ir-1
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ANNEX III

[FORM OF NOTICE OF CHANGE
IN AUCTION DATE]

CITY OF DETROIT
SEWER DISPOSAL SYSTEM REVENUE SECOND LIEN BONDS (ARCs),
SERIES 2001 (D-_)

: NOTICE OF CHANGE IN AUCTION DATE

Notice is hereby given that | , as Market Agent for Tranche D-
of the Series 2001 Securities outstanding as ARCs, that the Auction Date is hereby changed as

“follows:

1. The definition of "Auction Date" shall be deemed amended by substituting
" (number) Business Day" in the second line thereof and by substituting
" (number) Business Days" for "two Business Days" in the first line of the definition
of "Applicable Number of Business Days."

2. This change shall take effect on . which shall be the
Auction Date for the Auction Period commencing on .

3. The Auction Date for the Series 2001 Securities outstanding as ARCs
shall be subject to further change hereafter as provided in the Auction Rate Mode Supplement to
the Sale Order relating to the Series 2001 Securities.

4, Terms not defined in this Notice shall have the meanings as set forth in the
Supplement described above.

Dated:

UBS PAINEWEBBER INC.,, as Market Agent

By:

Its:

G:\D\Detroit\2001 Sewer\Docs\auctionratesupplement-f.doc

II-1
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Annex E
Financial Guaranty Insurance Company Supplement

This Financial Guaranty Insurance Company Supplement is a supplement to the

vdmposite Sales Order with respect to Series 2001 Securities executed by the Director of
inance of the City of Detroit and together therewith and with all other supplements and all
xhibits constitutes the Sale Order.

Article I
Definitions and Applicability

" gection 1.01. Definitions.

In addition to the terms defined in or pursuant to the Sale Order, the following terms shall

have the following respective meanings for all purposes of the Sale Order unless the context
clearly otherwise requires:

13-53846-swr

FGIC Bond Insurer means Fmanmal Guaranty Insurance Company, a New
York stock insurance company, or any successor thereto.

FGIC Bond Insurance Policy means the municipal bond new issue
insurance policy issued by the FGIC Bond Insurer that guarantees payment of
principal of and interest on the FGIC Insured Securities.

FGIC Insured Second Lien Bonds means the $110,550,000 City of Detroit
Sewage Disposal System Second Lien Revenue Bonds (Fixed Rate), Series
2001(B) and the $139,080,000 City of Detroit Sewage Disposal System Second
Lien Revenue (Variable Rate Demand) Bonds, Series 2001(E).

FGIC Insured Securities means the FGIC Insured Senior Lien Bonds and
the FGIC Insured Second Lien Bonds.

FGIC Insured Senior Lien Bonds means the $76,375,000 City of Detroit
Sewage Disposal System Revenue Senior Lien Bonds (Fixed Rate), Series
2001(A) and the $127,165,000 City of Detroit Sewage Disposal System Senior
Lien Revenue Refunding (Variable Rate Demand) Bonds, Series 2001(C-2).

Financial Guaranty means Financial Guaranty Insurance Company, a New
York stock insurance company, or any successor thereto as the issuer of the
Reserve Policy.

Policy Costs has the meaning given that term in Section 2-1.02 hereof.
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Payment Default means the occurrence and continuance of the failure to
pay principal (and premium, if any) or interest on any FGIC Insured Securities
without giving any effect to payments made under the FGIC Bond Insurance
Policy.

Reserve Policy means the Municipal Bond Debt Service Reserve Policy
issued in respect of the Bond Reserve Account in connection with the issuance of
the FGIC Insured Senior Lien Bonds. : .

" Reserve Account means the Bond Reserve Account.
Section 1.02. Applicability.

(a) This Supplement consists of two parts, Part 1, concerning the Bond Insurance, and
Part 2, concerning the Reserve Policy.

(1) Part 1 shall be in effect for only so long as Financial Guaranty Insurance
Company, a New York stock insurance company, or any successor thereto, is the FGIC
Bond Insurer of the FGIC Insured Securities and has not failed to comply with its
payment obligations under the FGIC Bond Insurance Policy. For so long as Part 2 is in
effect, it shall be applicable in respect of the Outstanding FGIC Insured Securities
notwithstanding anything to the contrary elsewhere contained in the Sale Order.

2) Part 2 shall be in effect for only so long as it has not failed to comply with
its payment obligations under the Reserve Policy. For so long as Part 2 is in effect, it
shall be applicable in respect of the Reserve Account notwithstanding anything to the
contrary elsewhere contained in the Sale Order.

Part1
Bond Insurance

Article 1-1
Default Related Provisions

Section 1-1.01. Acceleration and Annulment.

-

Any acceleration of the FGIC Insured Securities or any annulment thereof is subject to the
prior written consent of the FGIC Bond Insurer.
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ection 1-1.02. Notice of Payment Default.

The FGIC Bond Insurer shall receive immediate notice of any Payment Default and
" potice of any other Event of Default known to the Transfer Agent or the City within 30 days of
the Transfer Agent’s or the City’s knowledge thereof.

Section 1-1.03. Notices Related to Events of Default and Remedies.

For all purposes of the Bond Ordinance except the giving of notice of default to Holders
of FGIC Insured Securities, the FGIC Bond Insurer shall be deemed to be the sole holder of the
FGIC Insured Securities.

Section 1-1.04. Party in Interest.

The FGIC Bond Insurer is a party in interest and is a party entitled to (i) notify the City
and the Transfer Agent of the occurrence of an Event of Default and (ii) request the Transfer
Agent to intervene in judicial proceedings that affect the FGIC Insured Securities or the security
therefor. The Transfer Agent is required to accept notice of default from the FGIC Bond Insurer.

Article 1-I1
Miscellaneous

Section 1-2.01. Reserve Fund Requirements.

Any credit instrument hereafter provided in lieu of a cash deposit into the Bond Reserve
Account or the Second Lien Bond Reserve Account, other than one provided by the FGIC Bond
Insurer, shall conform to the requirements set forth in Exhibit 1-2.01 hereto, “Reserve Fund
Surety Guidelines”.

Section 1-2.02. Amendments to Bond Ordinance.

(@ The FGIC Bond Insurer hereby consents to the amendments to the Bond
Ordinance contained in Ordinance No. __ 01.

(b) Any other amendment or supplement to the Bond Ordinance requiring consent of
Holders of FGIC Insured Senior Lien Bonds or FGIC Insured Second Lien Bonds is also subject
to written consent of the FGIC Bond Insurer before it shall become effective as to FGIC Insured
Senior Lien Bonds or FGIC Insured Second Lien Bonds, as the case may be.

() Any Rating Agency having a rating in effect with respect to the FGIC Insured
Securities must receive notice of each amendment supplement to the Bond Ordinance requiring
consent of Holders of FGIC Insured Senior Lien Bonds or FGIC Insured Second Lien Bonds and

E-3
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a copy thereof at least 15 days in advance of its becoming effective as to FGIC Insured Senior
Lien Bonds or FGIC Insured Second Lien Bonds, as the case may be.

(d)  The FGIC Bond Insurer shall be provided with a full transcript of all proceedings
relating to the execution of any such amendment or supplement. .

Section 1-2.03. Resignations of Fiduciaries.

(a) Any successor Trustee for FGIC Insured Securities or co-trustee must have
combined capital, surplus and undivided profits of at least $50 million, unless the FGIC Bond
Insurer shall otherwise approve.

(b) No resignation or removal of any of the following with respect to the FGIC
Insured Securities shall become effective until a successor has been appointed and has accepted
the duties of the respective office: Trustee, Paying Agent or Registrar.

(c) The FGIC Bond Insurer shall be furnished with written notice of the resignation or
removal of any Paying Agent or Trustee and the appointment of any successor thereto.

Section 1-2.04. Defeasance.

(a) Only cash, direct, non-callable obligations of the United States of America and
securities fully and unconditionally guaranteed as to the timely payment of principal and interest
by the United States of America, to which direct obligation or guarantee the full faith and credit
of the United States of America has been pledged, Resolution Funding Corporation interest
strips, Certificates of Accrual on Treasury Securities (commonly known as “CATS”), Treasury
Investment Growth Receipts (commonly known as “TIGRS”) and Separate Trading of Registered
Interest and Principal of Securities (commonly known as “STRIPS”), and defeased munieipal
Securities rated “AAA” by S&P or “Aaa” by Moody’s and such other securities as the FGIC
Bond Insurer may approve (or any combination of the foregoing) shall be used to effect the
defeasance of FGIC Insured Securities unless the FGIC Bond Insurer otherwise approves.

(b) In the event of an advance refunding of FGIC Insured Securities, the Finance
Director shall cause to be delivered a verification report of an independent nationally recognized
certified public accountant. If a forward supply contract is employed in connection with the
refunding, (i) such verification report shall expressly state that the adequacy of the escrow to
accomplish the refunding relies solely on the initial escrowed investments and the maturing
principal thereof and interest income thereon and does not assume performance under or
compliance with the forward supply contract, and (ii) the applicable escrow agreement shall
provide that in the event of any discrepancy or difference between the terms of the forward
supply contract and the escrow agreement (or the authorizing document, if no separate escrow.
agreement is utilized), the terms of the escrow agreement or authorizing document, if applicable,
shall be controlling.
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Section 1-2.05. Reporting Requirements.

The FGIC Bond Insurer shall be provided with the following information:

(1)  Notice of any drawing upon or deficiency due to market fluctuation in the
amount credited to the Bond Reserve Account or the Second Lien Bond Reserve

Account;

- (2)  Notice of redemption, other than redemption from Sinking Fund

Installments, of any FGIC Insured Securities, or of any advance refunding of FGIC
Insured Securities, and identifying the principal amount, maturities and CUSIP numbers

thereof;

(3)  Notice of any material events pursuant to Rule 15¢2-12 of the Securities

and Exchange Act of 1934, as amended.

“) Such additional information as the FGIC Bond Insurer may reasonably

request from time to time.
Section 1-2.06. Notice Addresses.

FGIC Bond Insurer
Financial Guaranty Insurance Company
115 Broadway
New York, New York 10006
Attention: Risk Management

Fiscal Agent

State Street Bank and Trust Company, N.A.

61 Broadway
New York, New York 10006
Attention: Corporate Trust Department

E-5
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Part 2
Reserve Policy

Article 2-I
Coordination of Draws; Repayment and Security for Repayment

Section 2-1.01. Coordination of Draws. .

(a8 - If, in addition to the Reserve Policy for the particular Reserve Account, any other
reserve fund substitute instrument (4dditional Reserve Policy) is provided for the same Reserve
Fund, drawings under such Reserve Policy and any such Additional Reserve Policy, and
repayment of Policy Costs and reimbursement of amounts due under the Additional Reserve
Policy, shall be made on a pro rata basis (calculated by reference to the maximum amounts
available thereunder) after applying all available cash in such Reserve Account and prior to
replenishment of any such cash draws, respectively.

(b)  Additional Reserve Policy does not include any reserve fund substitute instrument
obtained for any reserve account created under or pursuant to the Bond Ordinance other than the
Reserve Account.

Section 2-1.02. Repayment.

(a) The City shall repay Financial Guaranty from Net Revenues the principal amount
of any draws under each Reserve Policy and related reasonable expenses incurred by Financial
Guaranty (together with interest thereon at a rate equal to the lower of (i) the prime rate of
Morgan Guaranty Trust Company of New York in effect from time to time plus 2% per annum
and (ii) the highest rate permitted by law and shall have the same priority as the obligation to
maintain and refill the Reserve Account.

(b) Repayment of draws, expenses and accrued interest (collectively, Policy Costs)
shall commence in the first month following each draw, and each such monthly payment shall be
in an amount at least equal to 1/12 of the aggregate of Policy Costs related to such draw. If and
to the extent that cash has also been deposited in a Reserve Fund, all such cash shall be used (or
investments purchased with such cash shall be liquidated and the proceeds applied as required)
prior to any drawing under the Reserve Policy, and repayment of any related Policy Costs shall
be made prior to replenishment of any such cash amounts.

(c) To secure payment of Policy Costs, statutory liens upon the whole of the Net
Revenues is hereby created pursuant to Section 7a of Act 94, and is of equal priority to the

statutory lien on Net Revenues securing Senior Lien Bonds but subordinate to such lien as
between Senior Lien Bonds and such Policy Costs.

E-6
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(d  The statutory lien granted by this subsection shall remain in full force and effect
until all Policy Costs are paid in full.

Article 2-I1
Miscellaneous

Section 2-2.01. Remedies

If the City shall fail to repay any Policy Costs in accordance with the requirements of
Section 2-1.02 hereof, Financial Guaranty shall be entitled to exercise any and all remedies
available at law or under the authorizing document other than (i) acceleration of the maturity of
the FGIC Insured Securities or (ii) remedies which would adversely affect Securityholders.

Section 2-2.02. Coverage Requirements.

The amount of Policy Costs due and owing in any Fiscal Year shall be included in any
calculation with respect to such Fiscal Year required by the Bond Ordinance to issue additional
Securities or to set rates as obligations required to be covered 100%.

Section 2-2.03. Additional Securities.

(a) No additional Securities of a Priority may be issued without Financial Guaranty’s
prior written consent if any Policy Costs are past due and owing to Financial Guaranty with
respect to the Reserve Account for Securities of that Priority.

(b)  Upon the issuance of additional Senior Lien Bonds or Second Lien Bonds, the
respective Reserve Account shall be fully funded (at its Reserve Requirement) upon the issuance
of such Securities, either with cash or permitted investments or by a reserve fund credit
instrument conforming to the requirement set forth in Exhibit 1-2.01 hereto or otherwise
acceptable to Financial Guaranty.

Section 2-2.04. Reporting.

The City shall provide Financial Guaranty with the following information:

(a) The budget for each Fiscal Year promptly after adoption and the Audited Sewage
Disposal Fund Financial Statements (as defined in the Master Continuing Disclosure Agreement
with respect to the Insured Securities) concurrently with the filing thereof with each NRMSIR .

and the SID pursuant to such Master Continuing Disclosure Agreement.

(b) The official statement or similar disclosure document, if any, prepared in
connection with the issuance of any Senior Lien Bonds or Second Lien Bonds.
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(c) Notice of the redemption, other than from Sinking Fund Installments, of any of
the Insured Securities.

(d) Such addition information as Financial Guaranty may reasonably request from
time to time.

Section 2-2.05. Notice of Potential Claims.
The City"shall ascertain the necessity for a claim upon the Reserve Policy and to provide

notice to Financial Guaranty in accordance with the terms of the Reserve Policy at least two
business days prior to each interest payment date.

Section 2-2.06. Amendments to Bond Ordinance.

. (a) The Financial Guaranty hereby consents to the amendments to the Bond
Ordinance contained in Ordinance No.18-01.

(b)  Any other amendment or supplement to the Bond Ordinance requiring consent of
Holders of FGIC Insured Senior Lien Bonds or FGIC Insured Second Lien.Bonds is also subject

to written consent of Financial Guaranty before it shall become effective as to FGIC Insured
Senior Lien Bonds or FGIC Insured Second Lien Bonds, as the case may be.

Section 2-2.07. Removal of Trustee.

Financial Guaranty shall be provided with written notice of the resignation or removal of
the Trustee for FGIC Insured Senior Lien Bonds or FGIC Insured Second Lien Bonds and the
appointment of a successor thereto and of the issuance of additional Senior Lien Bonds or
Second Lien Bonds.

Section 2-2.08. No Conflicts.

To the extent of any conflict between the provisions of this Part 2 and either Reserve
Fund Policy Agreement, the provisions of this Part 2 shall prevail.

Section 2-2.09. Notice Address.
Financial Guaranty Insurance Company
115 Broadway

New York, New York 10006
Attention: Risk Management

[End of Financial Guaranty Insurance Company Supplement]
E-8
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Exhibit 1-2.01

Reserve Fund Surety Guidelines

e City may satisfy the requirement (the Reserve Fund Requirement) to deposit a specified
~ . amount in a Reserve Account (the Reserve Fund) by the deposit of a surety bond, insurance
policy or letter of credit as set forth below.

1. A surety bond or insurance policy issued to the City in respect of the Reserve Fund by a
company licensed to issue an insurance policy guaranteeing the timely payment of debt
service on the Bonds (a “municipal bond insurer’) may be deposited in the Reserve Fund
to meet the Reserve Fund Requirement if the claims paying ability of the issuer thereof
shall be rated “AAA” or “Aaa” by S&P or Moody’s, respectively.

2. A surety bond or insurance policy issued to the City in respect of the Reserve Fund by an
entity other than a municipal bond insurer may be deposited in the Reserve Fund to meet
the Reserve Fund Requirement if the form and substance of such instrument and the
issuer thereof shall be approved by the FGIC Bond Insurer.

3. An unconditional irrevocable letter of credit issued to the City in respect of the Reserve
Fund by a bank may be deposited in the Reserve Fund to meet the Reserve Fund
Requirement if the issuer thereof is rated at least “AA” by S&P. The letter of credit shall
be payable in one or more draws upon presentation by the beneficiary of a sight draft
accompanied by its certificate that it then holds insufficient funds to make a required
payment of principal or interest on the bonds. The draws shall be payable within two
days of presentation of the sight draft. The letter of credit shall be for a term of not less
than three years. The issuer of the letter of credit shall be required to notify the City not
later than 30 months prior to the stated expiration date of the letter of credit, as to whether
such expiration date shall be extended, and if so, shall indicate the new expiration date.

4. If such notice indicates that the expiration date shall not be extended, the City shall
deposit in the Reserve Fund an amount sufficient to cause the cash or permitted
investments on deposit in the Reserve Fund together with any other qualifying credit
instruments, to equal the Reserve Fund Requirement on all outstanding related Securities,
such deposit to be paid in equal installments on at least a semi-annual basis over the
remaining term of the letter of credit, unless the Reserve Fund credit instrument is
replaced by a Reserve Fund credit instrument meeting the requirements in any of 1-3
above. The letter of credit shall permit a draw in full not less than two weeks prior to the
expiration or termination of such letter of credit if the letter of credit has not been
replaced or renewed. The City shall draw upon the letter of credit prior to its expiration
or termination unless an acceptable replacement is in place or the Reserve Fund is fully
funded in its required amount.

E-9
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The use of any Reserve Fund credit instrument pursuant to this Paragraph shall be subject
to receipt of an opinion of counsel acceptable to the FGIC Bond Insurer and in form and
substance satisfactory to the FGIC Bond Insurer as to the due authorization, execution,
delivery and enforceability of such instrument in accordance with its terms, subject to
applicable laws affecting creditors’ rights generally, and, in the event the issuer of such
credit instrument is not a domestic entity, an opinion of foreign counsel in form and
substance satisfactory to FGIC Bond Insurer. In addition, the use of an irrevocable letter
of credit shall be subject to receipt of an opinion of counsel acceptable to FGIC Bond
Insurer and in form and substance satisfactory to FGIC Bond Insurer to the effect that .
payments under such letter of credit would not constitute avoidable preferences under
Section 547 of the U.S. Bankruptcy Code or similar state laws with avoidable preference
provisions in the event of the filing of a petition for relief under the U.S. Bankruptcy
Code or similar state laws by or against the issuet of the bonds (or any other account party
under the letter of credit).

6. The obligation to reimburse the issuer of a Reserve Fund credit instrument for any fees,
expenses, claims or draws upon such Reserve Fund credit instrument shall be subordinate
to the payment of debt service on the related Securities.- The right of the issuer of a
Reserve Fund credit instrument to payment or reimbursement of its fees and expenses
shall be subordinated to cash replenishment of the Reserve Fund, and, subject to the
second succeeding sentence, its right to reimbursement for claims or draws shall be on a
parity with the cash replenishment of the Reserve Fund. The Reserve Fund credit
instrument shall provide for a revolving feature under which the amount available
thereunder will be reinstated to the extent of any reimbursement of draws or claims paid.
If the revolving feature is suspended or terminated for any reason, the right of the issuer
of the Reserve Fund credit instrument to reimbursement will be further subordinated to
cash replenishment of the Reserve Fund to an amount equal to the difference between the
full original amount available under the Reserve Fund credit instrument and the amount
then available for further draws or claims. If (a) the issuer of a Reserve Fund credit
instrument becomes insolvent or (b) the issuer of a Reserve Fund credit instrument
defaults in its payment obligations thereunder or (c) the claims-paying ability of the issuer
of the insurance policy or surety bond falls below a S&P “AAA” or a Moody’s “Aaa” or
(d) the rating of the issuer of the letter of credit falls below a S&P “AA”, the obligation to
reimburse the issuer of the Reserve Fund credit instrument shall be subordinate to the
cash replenishment of the Reserve Fund.

7. If (a) the revolving reinstatement feature described in the preceding paragraph is
suspended or terminated or (b) the rating of the claims paying ability of the issuer of the
surety bond or insurance policy falls below a S&P “AAA” or a Moody’s “Aaa” or (c) the
rating of the issuer of the letter of credit falls below a S&P “AA”, the City shall either (i)
deposit into the Reserve Fund an amount sufficient to cause the cash or permitted
investments on deposit in the Reserve Fund to equal the Reserve Fund Requirement on
all outstanding Bonds, such amount to be paid over the ensuing five years in equal

E-10
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installments deposited at least semi-annually or (ii) replace such instrument with a surety
bond, insurance policy or letter of credit meeting the requirements in any of 1-3 above
within six months of such occurrence. In the event (a) the rating of the claims-paying
ability of the issuer of the surety bond or insurance policy falls below “A” or (b) the
rating of the issuer of the letter of credit falls below “A” or (c) the issuer of the Reserve
Fund credit instrument defaults in its payment obligations or (d) the issuer of the Reserve
Fund credit instrument becomes insolvent, the City shall either (i) deposit into the
Reserve Fund an amount sufficient to cause the cash or permitted investments on deposit
in the Reserve Fund to equal to Reserve Fund Requirement on all outstanding Bonds,
such amount to be paid over the ensuing year in equal installments on at least a monthly
basis or (ii) replace such instrument with a surety bond, insurance policy or letter of credit
meeting the requirements in any of 1-3 above within six months of such occurrence.

8. Where epplicable, the amount available for draws or claims under the Reserve Fund
credit instrument may be reduced by the amount of cash or permitted investments
deposited in the Reserve Fund pursuant to clause (i) of the preceding subparagraph 6.

9. If the City chooses the above described alternatives to a cash-funded Reserve Fund, any
amounts due and owing by the City in any Fiscal Year to the issuer of such credit
instrument as a result of a draw thereon or a claim thereunder, as appropriate, shall be
included in any calculation with respect to such Fiscal Year required by the Bond
Ordinance to issue additional Securities or to set rates as obligations required to be
covered 100%.

10.  The City shall ascertain the necessity for a claim or draw upon the Reserve Fund credit
instrument and to provide notice to the issuer of the Reserve Fund credit instrument in
accordance with its terms not later than three days (or such longer period as may be
necessary depending on the permitted time period for honoring a draw under the Reserve
Fund credit instrument) prior to each interest payment date.

11.  Cash on deposit in the Reserve Fund shall be used (or investments purchased with such
cash shall be liquidated and the proceeds applied as required) prior to any drawing on
any Reserve Fund credit instrument. If and to the extent that more than one Reserve Fund
credit instrument is deposited in the Reserve Fund, drawings thereunder and repayments
of costs associated therewith shall be made on a pro rata basis, calculated by reference to
the maximum amounts available thereunder.
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Annex C

Variable Rate Mode Supplement and Agreement
among

City of Detroit,

as Issuer

U. S Bank Trust National Association,
as Transfer Agent,

and

U. S Bank Trust National Association,
as Tender Agent

’ Dated as of September 1, 2001

with respect to

City of Detroit
Sewer Disposal System Senior Lien Revenue Refunding Bonds,
Series 2001 (C-1) and Series 2001(C-2)

and

Sewer Disposal System Second Lien Revenue Bonds, Series 2001(E)
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This Variable Rate Mode Supplement and Agreement (the Agreement), dated as of
tember 1, 2001, among the City of Detroit, Michigan, (the Cizy), U. S. Bank Trust National
ﬁociation, a national banking association with its designated corporate trust office located in
troit, Michigan, (the Transfer Agent), as Transfer Agent under the under the Bond Resolution

with respect to the Series 2001 Securities, adopted on August 1, 2001, and amended on October

,2001 (the Bond Resolution), and U. S. Bank Trust National Association, a national banking
;s;&:iation with its designated office located in New York, New York, as Tender Agent hereunder
(the Tender Agent), is a supplement to the Composite Sales Order with respect to Series 2001
Securities executed by the Director of Finance of the City of Detroit and together therewith and with
all other supplements and all exhibits constitutes the Sale Order.

Intending to be legally bound hereby, the parties hereto agree as follows:

Article I
Definitions and Provisions of General Application

Section 1.01. Definitions.

(a)

Unless the context clearly otherwise requires, (i) capitalized terms not defined herein

and defined in the Bond Resolution or elsewhere in the Sale Order are used herein as therein defined
and (ii) the following terms have the following respective meanings:

13-53846-swr

Account means any account established by Section 8.01.

Alternative Term Rate means, for any Term Rate Determination Date, the
index published or provided by Kenny Information Systems that is based on yield
evaluations at par of Securities, the interest on which is excluded from gross income
for purposes of federal income taxation and are not subject to a “minimum tax” or
similar tax under the Internal Revenue Code of 1986, as amended (unless all tax-
exempt Securities are subject to such tax). The Securities upon which the index is
based shall include not less than five “high grade” component issuers selected by
Kenny Information Systems, which shall include, without limitation, issuers of
general obligation bonds. The specific issuers included among the component
issuers may be changed from time-to-time by Kenny Information Systems in its
discretion. The yield evaluation period for the index shall be a one year evaluation.

Alternative Weekly Rate means the BMA Municipal Swap Index; and if the
BMA Municipal Swap Index ceases to be published, tien a new third-party index
shall be selected in good faith by the City that has the described composition and
methodology of the BMA Municipal Swap Index to the extent there is such an index
that is readily available to the Remarketing Agent.

Auction Rate Mode means the method by which interest is determined
pursuant to the Auction Rate Mode Supplement.

~
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Auction Rate Mode Supplement means the document so captioned annexed
to the Sale Order as Annex D,

Auction Rate Security means a Series 2001 Security in the Auction Rate
Mode.

Authorized Denominations means,

(i) for Variable Rate Securities, $100,000 and any multiple of $5,000 in
excess thereof; '

(i) for Modal Fixed Rate Securities, $5,000 and any multiple thereof.

Authorizing Documents means the Bond Ordinance, the Bond Resolution and
the Sale Order.

BMA Municipal Swap Index means the index based upon the weekly interest
rates of tax-exempt variable rate issues included in a database maintained by the
Municipal Market Data, Boston, Massachusetts, a Thompson Financial Services
Company (or its successor), which meet specific criteria established by The Bond
Market Association.
Bond Counsel means Lewis & Munday, A Professional Corporation, and
Howard and Howard Attorneys, P.C., Bond Counsel to the City with respect to the
Series 2001 Securities, or such other firm or firms of national recognized standing
in the field of tax-exempt municipal bonds as may be appointed by the City in lieu
thereof.
Bond Insurance Policy: The Bond Insurance in effect on the Closing Date:
(1) for the FSA Insured Securities is the FSA Bond Insurance Policy and
(i) for the FGIC Insured Securities is the FGIC Bond Insurance Policy
Bond Insurer means, for
1) the FSA Insured Securities, the FSA Bond Insurer and
(i) the FGIC Insured Securities, the FSA Bond Insurer.

Bond Resolution has the meaning given that term in the first paragraph of this
instrument.

City has the meaning given that term in the first paragraph of this instrument.

C-2
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Closing means, with respect to a Series of Modal Securities, the delivery of

& such Series of Modal Securities to, and payment for such Series of Modal Securities
by, the purchasers identified in the Sale Order and the other actions in connection
therewith.

Closing Date means the date on which the Closing occurs.

Conforming Financial Facility means a Financial Facility conforming to the
requirements of Section 9.03. .

Credit Enhancement means, as of any date, any Credit Facility or the Bond
Insurance Policy then in effect.

Credit Enhancement Provider means any Bond Insurer and any Credit
Facility Provider. :

Credit Facility Provider means the obligor under a Credit Facility.

Daily Mode means the Mode that has all of the attributes provided by this
Agreement for Variable Rate Securities bearing interest at a Daily Rate.

Daily Rate when used as a noun means a rate of interest determined as
provided herein for the Daily Mode.

Daily Rate Security means any Variable Rate Security in the Daily Mode.
Day Count Convention means:

6] for any Short-Term Security, the actual number of days
elapsed in the then current calendar year; and

(ii) for any Long-Term Security, 30-day months in a 360-day
year.

Dexia means Dexia Credit Local, acting through its New York Agency.

drawn means the making of funds available to the Tender Agent under a
Financial Facility, whether as a purchase of Securities under a standby bond
purchase agreement, a drawmg under a letter of credit or otherwise. Correlatives of
drawn have correlative meanings.

Electronic Means means (i) any means of electronically communicating by
written word, such as, without limitation, telecopier or other facsimile transmission
and e-mail transmission and (ii) any means of electronically communicating by
spoken word, such as, without limitation, telephone; so long as, the mode of the

C-3
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Electronic Means is acceptable to the recipient and the communication by Electronic
Means is promptly confirmed by a manually signed writing or otherwise authenti-
cated to the satisfaction of the recipient.

Excluded Security means a Modal Security that is both an Excluded Credit
Enhancement Security and an Excluded Liquidity Facility Security.

Excluded Credit Enhancement Security means any Modal Security for which
the Credit Enhancement was terminated pursuant to Section 9.05.

Excluded Credit Facility Security means any Modal -Security for which the
Credit Facility was terminated pursuant to Section 9.05.

Excluded Liquidity Facility Security means any Variable Rate Security for
which the Liquidity Facility was terminated pursuant to Section 9.05.

Expiry Date means the date on which a Financial Facility expires by its terms
and not by reason of any Termination Event.

Favorable Bond Counsel’s Opinion means, with respect to any action the
occurrence of which requires such an opinion of Bond Counsel, an opinion of Bond
Counsel to the effect that (i) such action is authorized or permitted by this
Agreement, the Sale Order and the Authorizing Documents, and (i1) such action will
not adversely affect the exemption of the interest on the Series 2001 Securities from
federal and state income taxation (subject to customary exceptions).

FGIC Bond Insurer means Financial Guaranty Insurance Company, a New
York stock insurance company, or any successor thereto.

FGIC Bond Insurance Policy means the municipal bond new issue insurance
policy issued by the FGIC Bond Insurer that guarantees payment of principal of and

interest on the FGIC Insured Securities.

FGIC Insured Securities means the Series C-2 Securities and the Series E
Securities.

FGIC-SPI means FGIC Securities Purchase, Inc., a Delaware corporation.

Flexible Rate means a rate of interest determined as provided herein for the
Flexible Rate Mode.

Flexible Rate Mode means the Mode that has all of the attributes provided by
this Agreement for Variable Rate Securities bearing interest at a Flexible Rate.
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Flexible Rate Security means any Variable Rate Security in the Flexible Rate
Mode.

FSA Bond Insurer means Financial Security Assurance Inc., a New York
stock insurance company, or any successor thereto.

FSA Bond Insurance Policy means the municipal bond new issue insurance
policy issued by the FSA Bond Insurer that guarantees payment of principal of and
interest on the FSA Insured Securities.

FS4 Insured Securities means the Series C-1 Securities.
Fund means any fund established by Section 8.01.
 Immediate Termination Event means a Termination Event occurring under
a Financial Facility that does not provide for a period after such occurrence during
which the affected Modal Securities may be called for tender.

Initial Mode means the Mode identified in the Schedule of Terms for Modal
Securities appended to the Sale Order as the Mode in which Modal Securities will
be initially issued. It is not required that the Initial Mode be the same for all Modal
Securities.

Interest Account means the account by that name established by Section 8.01.

Interest Adjustment Date means, for any date after the Closing Date:

1) for a Daily Rate Security, each Rate Determination Date for such
Daily Rate Security;
(11) for a Weekly Rate Security, the Mode Change Date for such Weekly

Rate Security and thereafter each Thursday;

(iii) for a Term Rate Security, the Mode Change Date for such Term Rate
Security and thereafter the first day of each Term Rate Period; |

(iv) for a Flexible Rate Security, each Rate Determination Date for such
Flexible Rate Security; and

) for a Modal Fixed Rate Security, the Mode Change Date for such
Modal Fixed Rate Security.

C-5
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Interest Payment Date means each date on which interest is to be paid and

(i) for a Daily Rate Security, the first Modal Business Day of each
calendar month;

(i1) for a Weekly Rate Security, the first Modal Business Day of each
calendar month;

(iii) ~ for a Flexible Rate' Security, the last day of the Flex1ble Rate Period
for the particular Flexible Rate Security;

(iv) for a Term Rate Security, each Stated Interest Payment Date
occurring after the Mode Change Date for such Term Rate Security; and

v) for a Modal Fixed Rate Security, each Stated Interest Payment Date
occurring after the Mode Change Date for such Modal Fixed Rate Security. ’

Last Put Termination Date means the date on which a Financial Facility
terminates by reason of a Last Put Termination Event.

Last Put Termination Event means a Termination Event occurring under a
Financial Facility that provides for a period after such occurrence during which the
affected Modal Securities may be called for tender.

Last Put Termination Notice means a notice from a Provider stating that it is
terminating its Financial Facility by reason of a Last Put Termination Event.

Legal Maximum Rate means the maximum interest rate per annum permitted
by law.

Liquidity Facility means any letter of credit, line of credit, purchase agree-
ment, or other financial arrangement intended to provide funds for the purchase of
certain Variable Rate Securities in the event of a failure of the remarketing thereof
but does not include any protection provided by a Credit Facility. The Liquidity
Facility in effect on the Closing Date:

(\i) for the FSA Insured Securities is the Standby Security Purchase
Agreement between the City and-Dexia, and

(i1) for the FGIC Insured Securities is the respective Standby Bond
Purchase Agreement between the Tender Agent and FGIC-SPI for the particular
Series of FGIC Insured Securities.
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Liquidity Facility Provider means the obligor under a Liquidity Facility. The
Provider of Liquidity Facility Provider in effect on the Closing Date:

(1) for the FSA Insured Securities is Dexia and
(ii) for the FGIC Insured Securities is FGIC-SPL

Long-Term Security means a Modal Security in a Long-Term Mode.

Long-Term Mode means a Term Rate Mode and a Modal Fixed Rate Mode.
Maximum Provider Rate means 18 % per annum.

Modal Business Day means a day on which the Transfer Agent, the Tender
Agent, the Remarketing Agent, each Provider and banks or trust companies in New
York, New York, are not authorized or required to remain closed and on which the
New York Stock Exchange is not closed.

Modal Fixed Rate means arate of interest determined as provided herein for
the Modal Fixed Rate Mode.

Modal Fixed Rate Security means any Variable Rate Security in the Modal
Fixed Rate Mode.

Modal Fixed Rate Mode means the Mode that has all of the attributes
provided by this Agreement for Variable Rate Securities bearing interest at a Modal
Fixed Rate.

Modal Holder and Modal Securityholder means the Person in whose name
a Modal Security is registered in the Registry.

Modal Maximum Rate means, as to any Modal Security, the lesser of the
Stated Maximum Rate and the Legal Maximum Rate. The Modal Maximum Rate
is not applicable to any Provider Security.

Modal Securities means, as of any particular date, such of the Series 2001
Securities described on the Signature Pages for Modal Securities, including the
addendum thereto, that are: _

(1) Variable Rate Securities or Modal Fixed Rate Securities; and

(i1) for purposes of Credit Enhancement, Credit Facility draws and in
respect of the Credit Facility Fund,

(A)  Provider Securities and
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(B)  VariableRate Securities that have become an Auction
Rate Securities unless and until such Auction Securities become
Excluded Credit Enhancement Securities.

Mode means any of the methods of determining an interest rate for the Series
2001 Securities permitted by this Agreement.

Mode Change Date means the date on which a Mode change becomes or is
intended to become effective.

Mode Change Notice means the notice from the Finance Directorto the other
Notice Parties of the Finance Director’s intention to change a Mode.

Notice Address means the address that a Person specifies to the Notice Parties
(other than itself if a Notice Party) as the address to which notices hereunder shall
be addressed. :

Notice Parties means the City, the Tender Agent, the Remarketing Agent,
any Credit Enhancement Provider and any Liquidity Facility Provider.

Qutstanding, as used in the Bond Ordinance, whether or not capitalized,
excludes Variable Rate Securities that have been duly called for mandatory tender
or as to which the Modal Holder thereof gave notice of optional tender and, in either

case, for the purchase of which the Purchase Price is held by the Tender Agent for
the payment thereof;

Period means a period of time determined in accordance with this Agreement
during which the Mode is not permitted to be changed for Variable Rate Securities
in that Mode. '

Predecessor Financial Facility means the Financial Facility for which
another Financial Facility is substituted or is to be substituted.

Principal Account means the account by that name established by Section
8.01.

Provider means a Credit Facility Provider and a Liquidity Facility Provider
Provider Securities has the meaning given such term in Section 8.08.

Provider-Owned Variable Rate Security has the meaning given that term in
Section 7.03.

Provider Rate means the rate of interest borne by a Provider Security as
specified in the particular Financial Facility Agreement and includes any default rate
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or other rate increased by reason of the occurrence of an event or the passage of time,
or both.

Purchase Date means the date on which Tender Securities or Provider-
Owned Modal Securities are to be purchased pursuant to, respectively, the terms
hereof or the terms of the Financial Facility Agreement for the Liquidity Facility.

Purchase Pricemeans an amount equal to the principal amount of the Tender
Securities to be purchased on a Purchase Date plus interest accrued to such Purchase
Date. ’

Rate Determination Date means:

(i) for a Daily Rate Security, each Modal Business Day;

(1) for a Weekly Rate Security,

(A)  for the first Rate Determination Date,

1)) after the Closing, October 31, 2001; otherwise
(I the Modal Business Day before the Mode change to
a Weekly Mode;

(B)  thereafter, each Wednesday but if such Wednesday is not a
Modal Business Day then the Thursday immediately following such
Wednesday.

(111) for a Flexible Rate Security, the first day of each Flexible Rate Period
for such Flexible Rate Security;

@iv). for a Term Rate Security, a Modal Business Day selected by the
Finance Director no sooner than 30 days before and no later than the Modal Business
Day immediately before the Mode Change Date; thereafter, the Modal Business Day
immediately before the last day of each Term Rate Period for such Term Rate
Security; and

V) for a Modal Fixed Rate Security, a Modal Business Day selected by
the Finance Director no sooner than 30 days before and no later than the Modal
Business Day immediately before the Mode Change Date.

Rating Agency means, on any date, each nationally recognized statistical

rating organization (as such term is used in Rule 15c3-1 of the Securities and
Exchange Commission) that has a rating in effect on the Securities on such date.
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Rating Confirmation means a writing from each Rating Agency stating that
the rating on the Securities will not be reduced or withdrawn (other than a
withdrawal of a short term rating upon a change to a Long-Term Mode or the
Auction Rate Mode) as a result of the action proposed to be taken.

Record Date means:

(i) for a Short-Term Security, the day (whether or not a Modal
Business Day) immediately before each Interest Payment.Date for such
Security; and '

(ii) for a Long-Term Security, the 15th day (whether or not a
Modal Business Day) of the month immediately before each Interest
Payment Date for such Security.

Registrar means the Transfer Agent in the case of Modal Fixed Rate
Securities and the Tender Agent in the case of Variable Rate Securities.

Remarketing Agent means the Person appointed as Remarketing Agent in the
Sale Order upon the acceptance of such office until a successor Remarketing Agent
becomes such and thereafter, such successor Remarketing Agent.

Remarketing Agreement means, as of any date, an agreement then in effect
between the City and the Remarketing Agent providing for the remarketing of
Securities. The Remarketing Agreement in effect on the Closing Date is between the
City and UBS PaineWebber Inc..

Remarketing Fund means the fund by that name created in Section 8.01.

Sale Order has the meaning give that term in the first paragraph of this
instrument.

Security means any Modal Security unless the context clearly requires
Security to mean any Series 2001 Security.

Series means the Modal Securities bearing the same series designation.
When used as an adjective, the term is limited to Modal Securities of the Type that
the term modifies.

Series C Securities means Series C-1 Securities and Series C-2 Securities.

Series C-1 Securities means the Modal Securities designated as “Series 2001
(C-1)” in the Signature Pages for Modal Securities to the Sale Order.
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Series C-2 Securities means the Modal Securities designated as “Series 2001
(C-2)” in the Signature Pages for Modal Securities to the Sale Order.

Series E Securities means the Modal Securities designated as “Series 2001
(E)” in the Addendum to the Signature Pages for Modal Securities to the Sale Order.

Short-Term Security means a Variable Rate Security in a Short-Term Mode.

Short-Term Mode means the Daily Mode, Weekly Mode and Flexible Rate
Mode. '

Stated Interest Payment Date means each January 1 and July 1.

Stated Maximum Rate means 12 percent per annum, subject to change as
provided in Section 2.03. .

Suspension Date has the meaning given that term in Section 9.08.

Tender Agent means the Person identified as Tender Agent in the first
paragraph of this instrument until a successor Tender Agent becomes such and
thereafter, such successor Tender Agent.

Tender Securities means, as of any Purchase Date, all Modal Securities:

1) subject to tender on such Purchase Date by reason of the Modal
Holders thereof having given notice as provided in Section 6.0] and

(1) subject to mandatory tender on such Purchase Date pursuant to
Section 6.02.

Term Securities means any Modal Securities identified in as “Term
Securities” in the Signature Pages for Modal Securities to the Sale Order.

Term Rate Security means any Variable Rate Security in the Term Rate
Mode.

Term Rate means a rate of interest determined as provided herein for the
Term Rate Mode.

Term Rate Mode means the Mode that has all of the attributes provided by
this Agreement for Variable Rate Securities bearing interest at a Term Rate.

Termination Date means the date on which a Financial Facility terminates by
reason of a Termination Event.
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Termination Event means any event that permits a Provider to terminate its
Financial Facility and includes any non-reinstatement of interest drawn under such
Financial Facility.

Termination Notice means a notice from a Provider stating that it is termin-
ating its Financial Facility by reason of a Termination Event or that it is not reinsta-
ting interest drawn under such Financial Facility.

Tranche means all Modal Securities in a particular Mode that have the same
Rate Determination Date. '

Transfer Agent means the Person identified as Transfer Agent in the first
paragraph of this instrument until a successor Transfer Agent becomes such and
thereafter, such successor Tender Agent.

Variable Rate Mode means any Short-Term Mode or Term Rate Mode.

Variable Rate Security means a Modal Security in a Variable Rate Mode.

Weekly Mode means the Mode that has all of the attributes provided by this
Agreement for Variable Rate Securities bearing interest at a Weekly Rate.

Weekly Rate means a rate of interest determined as provided herein for the
Weekly Mode.

Weekly Rate Security means any Variable Rate Security in the Weekly Mode.
Section 1.02. Other Definitions.

Below are certain of the terms used herein and defined in the Bond Resolution in the Sale
Order and the location of such defined terms.

Term Location
Bond Ordinance ......... Bond Resolution, Preamble
Credit Facility ...... ".... Bond Resolution, § 1
Financial Facility ........ Bond Resolution, § 1
Financial Facility
Agreement ............. Bond Resolution, § 1
Person................. Bond Resolution, § 1
Registry ............... GT Supplement, § 1.01
Securities Depository . . . .. Bond Resolution, § 1
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Term Location

Series 2001 Security . ... .. Bond Resolution, § 1
Type oo Composite Sale Order*, [ 2
* References to the Composite Sale Order are to the Sale Order exclusive of all
supplements

Section 1.03. Interpretation.

(a) The word a does not.necessarily mean “only one” of the noun modified by a and,
depending on the context, can mean “any particular one, without distinction, of two or more” of the
noun modified by a.

(b) The word and, primarily when used in definitions, does not necessarily mean that all
of the conjoined words must exist either independently or in conjunction with each other.
Depending on the context, and can mean “as well as” as in the definition of “Provider” where “a
Credit Facility and a Liquidity Provider” means a Credit Facility or a Liquidity Provider or both a
Credit Facility and a Liquidity Provider, as required by the context. -

(©) The period before a specific date excludes the specific date; i.e., “five Modal
Business Day before the last day of the current Term Rate Period” excludes the “last day”.

(d) Words of the masculine gender include correlative words of the feminine and neuter
genders.

(e) Unless the context otherwise indicates, words importing the singular include the
plural and vice versa.

¢3) Articles, Sections and Exhibits referred to by number mean the corresponding
Articles, Sections and Exhibits of this Agreement.

(2) The terms hereby, hereof, hereto, herein, hereunder and any similar terms used in
this Agreement refer to this Agreement as a whole, including the exhibits and appendices hereto.

Section 1.04. Time.

All time expressed in this Agreement is the time in New York Clty on the date the particular

-« action is to be taken unless otherwise provided.

13-53846-swr
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Article II
Modal Securities

- Section 2.01. Title Change on Certain Mode Changes.

Whenever the Mode of a Variable Rate Security is changed to the Modal Fixed Rate Mode
orthe Auction Rate Mode, the title of the resulting Series 2001 Security shall include “(Modal Fixed
Rate)” or “(ARCs)”, as the case may be, in substitution for “(Variable Rate Demand)”.

Section 2.02. [Reserved].
Section 2.03. Changes in Connection with Mode Change.

(a) Any Mode Change Notice delivered to change the Mode of some or all Variable Rate
Securities of a Series also may provide for:

(1) adding, deleting or otherwise modifying maturity dates of such Securities so
long as any additional maturity date is a July 1 occurring no later than the first to occur of
(A) a July 1 occurring no more than 35 years after the Closing Date and (B) the maximum
maturity date permitted by the Bond Resolution.

(2) adding, deleting or otherwise modifying the principal of such Securities
maturing on any maturity date so long as the entire principal amount authorized hereunder
is amortized no later than the last maturity date;

(3)  adding or deleting any of such Securities as Term Securities and adding,
deleting or otherwise modifying Sinking Fund Installments for any such Term Securities;

4) adding or deleting or otherwise modifying the terms hereof for optional
redemption of such Securities as Modal Fixed Rate Securities and the Redemption Prices
thereof; and

) increasing or decreasing the Maximum Stated Rate of any of such Securities.

(b) The change described in such notice shall be effective when, but only when, the
change to the Mode change contemplated by such notice becomes effective and only if:

€)) any change in maturity does not exceed any limitation on maturity contained
in the Act;

(2)  any increase in interest rate does not exceed the Legal Maximum Rate;

3) such Variable Rate Securities could be issued as Series 2001 Securities of the
corresponding Parity and for the corresponding purpose under the Bond Ordinance (treating,

C-14

13-53846-swr Doc 5029-3 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 69 of 97




for such purpose, the Securities with the amortization to be adjusted as no longer outstanding
to the extent of the adjustment) and

(4)  the Provider of the Credit Enhancement for the particular Series of Modal
Securities has consented to the changes contained in such Mode Change Notice.

Section 2.04. Interest.
(a) Interest on each Modal Security shall be:

(1) payable at the rate determined on each Rate Determination Date for such
Mode as provided in Article Il and effective as of the Interest Adjustment Date for which
such rate was determined and effective until (and excluding) the next Interest Adjustment
Date or if such Mode includes only one Interest Adjustment Date then the day before such
Mode is changed;

2) calculated at the Day Count Convention for such Mode; and

3) payable on the Interest Payment Date for such Mode to the Modal Holder of
such Variable Rate Security as of the Record Date for such Mode provided that:

® if any such Interest Payment Date occurs after the stated maturity of
the related Modal Security then interest shall be paid on such stated maturity; and

(i1) ifinterest on any Modal Security shall be in default, ther such interest
shall be payable on the Special Interest Payment Date, if any, established for such
Security.

Section 2.05. [Reserved].
Section 2.06. Payment of Interest.

(a) Modal Fixed Rate Securities. Interest on Modal Fixed Rate Securities shall be paid
by the Transfer Agent as if such Securities were Fixed Rate Securities.

(b) Variable Rate Securities. Interest due on Variable Rate Securities on an Interest
Payment Date shall be paid by the Tender Agent as follows:

(1) Modal Holders, as of the applicable Record Date, of Short-Term Securities
shall be paid by wire transfer of immediately available funds to the account specified by
each such Modal Holder in a writing delivered to the Tender Agent. Such writing shall
remain in effect until revoked or revised by such Modal Holder in a writing delivered to the
Tender Agent.

13-53846-swr Doc 5029-3 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 70 of 97



(2)  Modal Holders, as of the applicable Record Date, of Term Rate Securities
shall be paid by check mailed by the Tender Agent to each such Modal Holder at its address
appearing in the Registry as of such Record Date except that any Modal Holder of
$1,000,000 or more in aggregate principal amount of Modal Fixed Rate Securities shall be
paid in the same manner as Modal Holders of Short-Term Securities upon such Modal
Holder delivering the writing required by paragraph (1), above.

(c) Defaulted Interest.

(1)  Ifinterest on any Variable Rate Security payable on an Interest Payment Date
is not duly paid or provided for then such interest (Defaulted Interest) shall cease to be
payable to the Person in whose name such Variable Rate Security (or a Predecessor Variable
Rate Security) was registered on the Record Date for such Interest Payment Date.

2 Defaulted Interest shall be payable by the Transfer Agent to the Person in
whose name such Variable Rate Security is registered on a Special Record Date established
by the Transfer Agent.

(3)  The Transfer Agent shall establish a Special Record Date of approximately
the same number of days before the day on which the Transfer Agent proposes to pay such
Defaulted Interest as the number of day by which the Record Date preceded the Interest
Payment Date on which such Defaulted Interest would have been payable had not the default
occurred.

(4)  Predecessor Variable Rate Security means, with respect to any Variable Rate
Security, every previous Variable Rate Security evidencing all or a portion of the same as
that evidenced by such Variable Rate Security; and, for this purpose, every Variable Rate
Security authenticated and delivered pursuant to Section 5 of the Bond Ordinance (or any
successor section to such section) in lieu of any lost, destroyed or stolen Variable Rate
Security shall be deemed to evidence the same debt as such lost, destroyed or stolen Variable
Rate Security.

Article IIT
Interest Rate Determinations

Section 3.01. Manner of Determining Interest Rates.

(a) The interest rate for all Modal Securities in each Tranche, commencing with the first .
Rate Determination Date after the Closing Date, shall be determined by the Remarketing Agent on
each Rate Determination Date as provided in this Article.

(b) If any interest rate determined as provided in this Article for any Tranche exceeds
the Modal Maximum Rate, then the interest rate for such Tranche shall be the Modal Maximum

Rate.
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(c) The determination of any interest rate pursuant to this Article shall be conclusive.

}ion 3.02. Interest Rate Determinations for Flexible Rate Mode.

(a)  Flexible Rate Securities shall bear interest at rates derived by determining the Period
hat, in the judgment of the Remarketing Agent, would result in the lowest interest cost for such
Flexible Rate Securities as provided in this Section.

(b)  On each Rate Determination Date for Flexible Rate Securities, the Remarketing

- Agent shall determine the Period that results in selling such Flexible Rate Securities at par in the
secondary market at such rate for such Period that in the judgment of the Remarketing Agent would
result in the lowest interest cost for the City under prevailing market conditions on such Rate
Determination Date, subject to the following conditions and limitations.

(1)  Ifthe Remarketing Agent determines that current or anticipated future market
conditions or anticipated future events are such that a different Period would result in a
lower interest cost on such Flexible Rate Securities, then the Remarketing Agent shall select
such Period that in the judgment of the Remarketing Agent would result in such lowest
interest cost for the City.

2) The Remarketing Agent is subject to the limitations contained in Section 4.04
in establishing any Flexible Rate Period.

(c) On or after 4:00 p.m. on the Business Day immediately before each Rate Determin-
ation Date for a Flexible Rate Security, any Holder of such Security may telephone the Remarketing
Agent and receive notice of the anticipated next Period or Periods and the anticipated Flexible Rate
for each such Period.

(d) By 12:30 p.m. on each Rate Determination Date for each Flexible Rate Security, the
Remarketing Agent shall determine the Flexible Rate for the Period then selected for such Security
and shall give notice by Electronic Means to the Tender Agent of the name of the new Holder, the
Period, the Purchase Date and the Flexible Rate.

(e The Remarketing Agent shall promptly notify the Financial Officer and the Trustee
of each interest rate determination made under this Section.

Section 3.03. Interest Rate Determinations for All Other Modes.

(a) The interest rate for each Tranche of Modal Securities other than Flexible Rate
Securities shall be determined by the Remarketing Agent on the Rate Determination Date for such
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je as the interest rate that in the judgment of the Remarketing Agent would allow such Modal
wourities to be sold at par plus interest accrued to the purchase date, under prevailing market
eoniditions on such Rate Determination Date.

(1)  During the Daily Mode, the Remarketing Agent shall establish the Daily Rate
by 9:30 a.m. on each Rate Determination Date. The Daily Rate for any day during the Daily
Mode which is not a Modal Business Day shall be the Daily Rate established on the
immediately preceding Rate Determination Date.

(2)  During the Weekly Mode, the Remarketing Agent shall es;ablish the Weekly
Rate by 5:00 p.m. on each Rate Determination Date.

3) The Term Rate for any Term Rate Security shall be determined by the
Remarketing Agent not later than 4:00 p.m. on the Rate Determination Date for such Term
Rate Security.

@ The Remarketing Agent shall determine the Modal Fixed Rate for each Modal

Fixed Rate Security not later than 4:00 p.m on the Rate Determination Date for such Modal

Fixed Rate Security.

(b) Upon making each interest rate determination pursuant to this Section, the Remarket-
ing Agent shall give immediate notice by Electronic Means to the Finance Director, the Transfer
Agent and the Tender Agent of such interest rate determination.

Section 3.04. Failure of Interest Rate Determination.

(a) Each of the following constitutes a Rate Suspension Event:

(D the Kémarketing Agent fails or is unable to determine the interest rate or
Period for any Modal Security; or

2) a court of law of competent jurisdiction shall hold either of the following to
be unenforceable or shall stay either:

(1) the method by which the Remarketing Agent determines the interest
rate with respect to a Modal Security or

(ii) the selection by the Finance Director of the Term Rate Periods.

(b) The Remarketing Agent shall notify every other Notice Party of the occurrence of
any Rate Suspension Event.

(c) A Rate Suspension Event shall continue until the Remarketing Agent (or the Finance
Director if applicable) again makes such determinations. In the case of clause (ii) above, the

Remarketing Agent (or the Finance Director, if applicable) shall again make such determination at
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" quch time as there is delivered to the Remarketing Agent and the Finance Director an opinion of
" Bond Counsel to the effect that there are no longer any legal prohibitions against such determin-

ations.

(d)  The following rates are applicable upon the occurrence and during the continuance
of a Rate Suspension Event:

(1)  for a Daily Rate Security, the Alternative Weekly Rate as of each Weekly
Rate Determination Date; .

2) for a Weekly Rate Security, the Alternative Weekly Rate as of each Weekly
Rate Determination Date; and

3) for a Flexible Rate Security, the Alternative Weekly Rate in effect on the
Business Day that begins each Flexible Rate Period. Each such Flexible Rate Period shall
be of the duration specified in Section 4.03,;

4) for a Term Rate Security, the Alternative Term Rate for the Term Rate Period
for the Term Rate Period extended as provided in Section 4.05.

Article IV
Modes and Periods
Section 4.01. Modes.
(a) Modes Which Can or Cannot be Changed.

(1) The Mode of a Modal Fixed Rate Security cannot be changed.

2) The Mode of any Variable Rate Security, including a Variable Rate Security
that has been defeased, may be changed subject to the following limitations:

1) no Mode of a Series C Security may be changed to a Flexible Rate
Mode;
(ii) the Mode of a Variable Rate Security may not be changed to the

Flexible Rate Mode unless the Mode of all outstanding Variable Rate Securities is
changed to the Flexible Rate Mode on the same Mode Change Date; and

(ii1) the Mode of a Flexible Rate Security may not be changed unless the
Mode of all outstanding Flexible Rate Securities is changed on the same Mode
Change Date.
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(3)  Although the Mode of a Term Rate Security or a Flexible Rate Security may
be changed, it may be changed only at the end of a Period. .

(b)  When Change Permitted.

1) The Mode of a Daily Rate Security or a Weekly Rate Security may be
changed on any Modal Business Day.

. 2) The Mode of a Flexible Rate Security may be changed only on the last day
of the Flexible Rate Period.

(3)  The Mode of a Term Rate Security may be changed only on the last day of
the Term Rate Period.

(©) How Changed.

(1) The Finance Director may change a Variable Rate Security from one Mode |
to another pursuant to a Mode Change Notice, but such change shall become effective only
as provided in Section 4.09.

(2)  Once the Mode of a Variable Rate Security is changed to the Modal Fixed
Rate or an Auction Rate Security, such Security is no longer a Variable Rate Security.

(d) Period Changes Not Mode Changes. Once a Term Rate Mode or a Flexible Rate
becomes effective, giving effect to one or more successive Periods for such Mode is not a Mode
change.

Section 4.02. Duration of Modes.

Once a Mode is in effect for a Modal Security, that Mode continues in effect until another
Mode takes effect in accordance with in Section 4.09.

Section 4.03. Length of Flexible Rate Periods.

(a) The length of each Flexible Rate Period is determined by the Remarketing Agent in
connection with the marketing or remarketing of the respective Flexible Rate Security as provided
in Section 3.02.

(b) Unless the Mode is changed, a new Flexible Rate Period shall commence on the last
day of the current Flexible Rate Period.

(©) If a Rate Suspension Event prevents the Remarketing Agent from determining a
Flexible Rate Period for any Flexible Rate Security, then the first Flexible Rate Period shall begin
on the day the Remarketing Agent would have otherwise determined such Flexible Rate Period and
shall end on the immediately following Interest Adjustment Date for Weekly Rate Securities and
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h Flexible Rate Mode Period thereafter shall begin and end on successive Interest Adjustment
tes for Weekly Rate Securities until the Rate Suspension Event is no longer continuing.

tion 4.04. Limitations on Length of Flexible Rate Periods.

(a) The Remarketing Agent will comply with the following limitations in establishing
“the Flexible Rate Period for each Flexible Rate Security.

(1)  The Period shall begin and end on Modal Business Days.

2) The Period shall not be longer than the least of:

(1) Maximum Permitted Period, as defined in subsection (b);
(i1) 365 calendar days;
(iii) the stated maturity of the Flexible Rate Security; and
(iv) unless such Flexible Rate Security is to be an Excluded Security, the

last Modal Business Day occurring not less than five days before the Expiry Date for
the then current Financial Facility or Facilities.

(b) Maximum Permitted Period means the number of days equal to
MMR x Days

Rate
Where:

MMR = The Modal Maximum Rate, which on the date of this
Agreement is 12%.

Days = The number of days on which was based the interest
component of the Liquidity Facility for Series E
Variable Rate Securities, which for the Liquidity
Facility in effect on the Closing Date is 153.

Rate The rate for the new Flexible Rate Period.

i

Section 4.05. Length of Term Rate Periods.

(a) The length of each Term Rate Period shall be determined by the Finance Director in
his/her notice to the Remarketing Agent.

(1)  The length of the initial Term Rate Period shall be set forth in the Mode
Change Notice electing a change to the Term Rate Mode.
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(2)  The length of each successive Term Rate Period shall be set forth in a notice
of the Finance Director delivered to the Remarketing Agent, and such notice shall be
delivered not less than five Modal Business Days before the last day of the current Term
Rate Period. Section 4.07 provides for the action to be taken if Finance Director does not
give such notice.

(3)  The Finance Director shall promptly provide the Transfer Agent and the
Tender Agent with a copy of each notice setting the length of a Term Rate Period.

(b)  Unless the Mode is changed, anew Term Rate Period shall commence on the last day
of the current Term Rate Period.

(©) If a Rate Suspension Event prevents the Remarketing Agent from giving effect to a
successive Term Rate Period elected by the Finance Director then the Finance Director may elect
any other Mode not subject to such Rate Suspension Event. :

(1) If the Finance Director elects to make a Mode change, notice of the election
shall be given in accordance with Section 4.11 in time to effect the Mode change on the last
day of the then current Term Rate Period; provided that, any Notice Party may waive any
notice requirements with respect to notices to be given to it. The conditions to a Mode
change contained in Section 4.10 are applicable

2) Ifthe Finance Director does not elect to make a Mode change or cannot meet
the requirements of paragraph (1), above, then the current Term Rate Period of such
affected Variable Rate Security shall be extended for successive Interest Payment Dates until
the Rate Suspension Event is no longer continuing.

Section 4.06. Limitations on Length of a Term Rate Period.
In determining the length of.a Term Rate Period the Finance Director is subject to the
following limitations. /f'a Term Rate Period of the minimum length cannot meet the limitations set

forth below then the Finance Director cannot elect a Term Rate Period.

(1) A Term Rate Period must include at least two Interest Payment Dates, the
first of which must be at least 30 days after the Mode Change Date.

(2) The length of every Term Rate Period is subject to the following rules
regarding Rating Confirmations. ‘ ’

(1) No Term Rate Period may be longer than the immediately preceding
Term Rate Period without a Rating Confirmation in respect of the new Term Rate
Period.
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(i1) If there is no immediately preceding Term Rate Period then a Rating
Confirmation shall be obtained and the length of the new Term Rate Period cannot
exceed the length permitted by such Rating Confirmation.

(3)  No Term Rate Period for a Series E Variable Rate Security may be less than
366 days.

4) A Term Rate Period must begin on a Modal Business Day and must end on
an Interest Payment Date that is either a Modal Business Day or the Interest Payment Date
that is the stated maturity date of the Modal Security. The second Interest Payment Date in
a Term Rate Period may be the Interest Payment Date on which the Term Rate Period ends.

(5)  No Term Rate Period may extend beyond the earlier of:

® ‘the stated maturity of the Term Rate Security and

(ii) unless such Term Rate Security is to be an Excluded Security, the
Expiry Date for the required Financial Facility or Facilities.

Section 4.07. Finance Director Fails to Elect New Term Rate Period.

Ifthe Finance Director has not provided notice in accordance with Section 4.05 by the fifth
Modal Business Day before the end of the current Term Rate Period, then the Term Rate Period and
the Term Rate shall be determined as if a Rate Suspension Event had occurred.
Section 4.08. [Reserved].
Section 4.09. Effectiveness of Modes;

(a) Conditions to Effectiveness.

(1)  The Initial Mode of each Series of Modal Securities is effective on and as of
the Closing Date for that Series without any further act.

2) Other than the Initial Mode, no Mode shall become effective unless the
conditions precedent to the change to such Mode are met on the Mode Change Date.

(3)  The Mode change from a Variable Rate Mode to an Auction Rate Mode shall
not become effective unless the conditions established by the applicable section of the
Auction Rate Mode Supplement are met.

(4)  Any Mode may become effective for all or some Modal Securities if;, upon
giving effect to the Mode change, the denominations of all Modal Securities are Authorized
Denominations for the respective Modes.
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(b) When Effective. A change in Mode becomes effective only on a Modal Business
yay on which a change is permitted under Section 4.01 for the particular Mode then in effect and
' takes effect on the Modal Business Day when changed.

Section 4.10. Conditions Precedent to Mode Change.

(a) All Mode Changes. 1t is a condition precedent to a Mode change that there shall be
delivered to the Tender Agent, and the Tender Agent shall hold on the Mode Change Date:

(1) a Favorable Bond Counsel’s Opinion, addressed to the Notice Parties;

(2) either moneys sufficient to pay the Purchase Price of all affected Modal
Securities plus interest accrued to the Mode Change Date, so as to be available for such
payment or a Liquidity Facility with sufficient capacity to permit such amount to be drawn
thereunder and under which no condition exists that would prohibit such draw;

~(3) aRating Confirmation for all Modal Securities not affected by the Mode
change if:

) the Mode change involves less than all outstanding Modal Securities
and

(ii) the Modal Securities affected by the Mode change will become
Excluded Securities.

(b) Change to the Auction Rate Mode. 1t is a condition precedent to a Mode change to
the Auction Rate Mode that there shall be delivered to the Tender Agent, and the Tender Agent shall
hold on the Mode Change Date evidence that:

(1) the conditions established by the applicable section of the Auction
Rate Mode Supplement must be satisfied and

(i1) the Provider of the Credit Enhancement has consented to the Mode
change.
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(c) Change Permitted by Section 2.03. It is a condition precedent to a Mode change
including any change permitted by Section 2.03 that there shall be delivered to the Tender Agent,
and the Tender Agent shall hold on the Mode Change Date:

(1) evidence of the satisfaction of the requirements of Section 2.03(b) and
(ii) a Favorable Bond Counsel’s Opinion with respect to such changes.
(d)  If Smbject of a Financial Facility. 1t is a condition precedent to a Mode change of
any Variable Rate Security not an Excluded Security, that there shall be delivered to the Tender
Agent, and the Tender Agent shall hold on the Mode Change Date:

(1) every required Conforming Financial Facility for such Variable Rate
Securities determined as if the Mode change to be made had become effective; and

2) a Rating Confirmation if the amount of interest coverage required by Section
9.02 to be provided by any required Financial Facility increases from the amount required
for the Mode from which the change is to be made.

(e) If Defeased. 1t is a condition precedent to a Mode change of any Variable Rate
Security that has been defeased that there be delivered to the Tender Agent, and the Tender Agent
shall hold on the Mode Change Date:

(1) a Rating Confirmation with respect to such Modal Securities and

(@) if required by any Rating Agency providing a Rating Confirmation, a
verification report or other evidence of the adequacy of the escrow in respect of such
defeasance.

63) Reliance by Tender Agent. The Tender Agent is entitled to rely on a certificate of
the Finance Director that the items delivered to it pursuant to this Section conform to the above
requirements.

Section 4.11. Election of Mode Change; How Effected; Irrevocability.

(a) Who May Elect. The Finance Director may elect at any time and from time to time
to change the Mode of any Variable Rate Security.

(b)  How Election Effected. In order to evidence the election of the Finance Director, -
and for his/her election to be effective, the Finance Director shall deliver to the Tender Agent, with
copies to each of the other Notice Parties, not later than, for the proposed Mode Change Date, the
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minimum number of days required by Section 6.02 for notices given in connection with mandatory
tenders plus 15 days (or such fewer days in advance of such minimum number as may be acceptable
to the other Notice Parties):

(1) a Mode Change Notice signed by the Finance Director and

2 the items required by Section 4.10 to be held by the Tender Agent on the
Mode Change Date except that:

(1) any otherwise required Conforming Financial Facility is not required
if the current Financial Facility will be a Conforming Financial Facility after giving
effect to the Mode change;

(ii) ifany Conforming Financial Facility is required, the Finance Director
may satisfy the requirement with a commitment of a bank or other financial institu-
tion to provide such Conforming Financial Facility not later than the Mode Change
Date, and, in such situation, the Rating Confirmation may be indicative or
contingent; and

(iii) moneys in respect of the Purchase Price are not required.

(©) Irrevocable. The election shall be effective upon receipt by the Tender Agent of the
foregoing and shall be irrevocable.

Section 4.12. Selection of Variable Rate Securities.

(a) Whenever aMode change is to be effective for less than all outstanding Variable Rate
Securities of a Series, the Finance Director may select or direct the Tender Agent to select the
Variable Rate Securities of that Series to be affected by whatever means or manner that the Finance
Director determines to be in the best interests of the City.

(b) If the Provider of a Financial Facility has requested the Finance Director to select
Provider Securities held by such Provider for a Mode change in order to facilitate the remarketing
of such Provider Securities, then the Finance Director shall direct that such Provider Securities shall
be selected before any Modal Securities are selected for such Mode change.

(c) The provisions of this Section are subject to the selection procedures, if any, of the
Securities Depository.
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Section 4.13. Contents of Mode Change Notice.
The notice of the Finance Director to elect a Mode change shall set forth:
1) the new Mode;
2) the Mode Change Date, which shall comply with Section 4.01(b);

3) if the new Mode is to apply to less than all of the outstanding Variable Rate
Securities, the means by which such Variable Rate Securities are to be selected in
accordance with Section 4.12;

4 such matters that may be included pursuant to Section 2.03 as the Finance
Director may elect to include;

(5) if the new Mode is a Term Rate Mode, the number of Stated Interest Payment
Dates in the related Term Period subject to Section 4.06;

(6)  ifthe new Mode is an Auction Rate Mode, such matters as are required to be
included by the Auction Rate Mode Supplement;

(7 if any of the Modal Securities resulting from the Mode change are to be
Excluded Securities (or either Excluded Credit Enhancement Securities or Excluded
Liquidity Facility Securities), a statement that the Finance Director will terminate the
relevant Financial Facility or Facilities with respect to such Modal Securities on behalf of
the City;

(8) unless the Modal Securities resulting from the Mode change will be Excluded
Securities, the amount, each separately stated, of principal (and premium, if any) and interest
required to be covered pursuant to Section 9.02, determined as if the Mode described in such
notice were in effect and taking into account any changes contained in such notice pursuant
to Section 2.03, and calculated in sufficient detail to permit the Tender Agent to verify the
arithmetical accuracy thereof;

) a statement that:

1) each Financial Facility required by Section 9.0/ and then held by the
Tender Agent is a Conforming Financial Facility with respect to the new Mode or

(1) accompanying the notice is the commitment of a bank or other
financial institution to issue a required Financial Facility that will:

(A)  be a Conforming Financial Facility and

C-27

13-53846-swr Doc 5029-3 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 82 of 97



13-53846-swr

(B)  Dbe effective as of the Mode Change Date specified in the
notice; and :

(10)  such matters deemed necessary or appropriate by the Finance Director.

Section 4.14. Notice to Variable Rate Modal Securityholders and Liquidity Facility
Providers.

.(a)  Whenever the Tender Agent receives a Mode Change Notice, the Tender Agent shall
give the notice of mandatory tender required by Section 6.02 to the Modal Holders of the Variable
Rate Securities to be affected by the Mode change, and if any Provider Securities-are Outstanding,
to the Liquidity Facility Provider.

(b) Such notice shall be given in advance of the Mode Change Date specified in such
Mode Change Notice by at least the minimum number of days required by Section 6.02; provided
that, a Liquidity Facility Provider shall always be given at least five Modal Business Days’ notice.

Article V
Redemption of Modal Securities

Section 5.01. Optional Redemption — Short-Term and Term Rate Securities.
(a) Short-Term Securities.

(1)  Daily and Weekly Rate Securities. Daily Rate Securities and Weekly Rate
Securities are subject to redemption upon notice given as required in the Sale Order in whole
or in part on any Modal Business Day at the option of the City at a Redemption Price of
100% of the principal amount thereof to be redeemed plus interest accrued to the
Redemption Date.

) Flexible Rate Securities. Flexible Rate Securities are subject to redemption
upon notice given as required in the Sale Order in whole or in part on any Interest Payment
Date at the option of the City at a Redemption Price of 100% of the principal amount thereof
to be redeemed plus interest accrued to the Redemption Date.

(b) Term Rate Securities. Term Rate Securities are subject to redemption upon notice
given as required in the Sale Order in whole or in part on any Interest Payment Date at the option
of the City at a Redemption Price of 100% of the principal amount thereof to be redeemed plus
interest accrued to the Redemption Date; provided that the first such Interest Payment Date on which
any Term Rate Securities are subject to redemption shall not be less than 5 calendar months after
the calendar month in which occurred the Mode Change Date on which the Mode of such Term
Rate Securities was changed to the Term Rate Mode.
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(©) Opinion Requirement. The City shall not exercise its option to redeem any Series
variable Rate Securities subject to optional redemption unless the City has received an opinion
fBond Counsel to the effect that such action will not adversely affect the exemption of the interest
¢n the Series 2001 Securities from federal and state income taxation (subject to customary

éxceptions).

(d)  Preference to Provider Securities. 1f any Provider Securities of a Series are
outstanding, the City shall not exercise its option to redeem Variable Rate Securities of the same
Series unless the City offers to redeem a corresponding principal amount of such Provider Securities
at a price of the principal amount thereof plus interest accrued at the Provider Rate to the date of
redemption and if such offer is accepted, so redeems such Provider Securities on or before the
redemption date of such Variable Rate Securities.

Section 5.02. Optional Redemption — Modal Fixed Rate Securities.

Unless changed pursuant to Section 2.03, Modal Fixed Rate Securities are subject to-
redemption upon notice given as required in the Sale Order in whole on any date or in part on any
Interest Payment Date at the option of the City at the Redemption Prices set forth below (expressed
as a percentage of the principal amount thereof to be redeemed) for the applicable remaining term
and anniversary date of the Mode Change Date, plus interest accrued to the Redemption Date.

Remainine Ter Interest Payment Date Anniversary Redemption
emalnimng m after Mode Change Date Price
More than 15 years 10th 101%
11th 100%2
12 and thereafter 100
Remaining Term Anniversary of Interest Payment Date Redemption
Following Mode Change Date Price
More than 10 years but 7th 101%
not more than 15 years |
8th 100%
9th and thereafter St 100
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’ r Remaining Term Anniversary of Interest Payment Date Redemption
Following Mode Change Date Price
More than 5 years but not 3rd 101%
-more than 10 years
| || 4th 100%;
" 5th and thereafter 100
Remaining Term Anniversary of Interest Payment Date Redemption
emaining Ler Following Mode Change Date Price
5 years or fewer years 2nd 100%

Section 5.03. Limitation on Optional Redemption.

The City shall not exercise its option to redeem any Modal Securities unless (i) at the time
it instructs the Registrar to give notice of such redemption it has sufficient funds available to pay
the Redemption Price of such Modal Securities plus interest accrued to the Redemption Date or (ii)
it instructs the Registrar to make such redemption conditioned on the availability of such funds on
the Redemption Date.

Article VI
Right of Optional Tender
and
Mandatory Tender Events

Section 6.01. Tender at Option of Modal Holder.

(a) Subject to Section 9.08, Daily Rate Securities and Weekly Rate Securities are subject
to tender at the option of the Modal Holder on any Modal Business Day at the Purchase Price of
100% of the principal amount thereof, plus interest accrued to the Purchase Date, upon notice given
by the Modal Holder as provided in this Section.

(4] In order to exercise its option to tender Daily Rate Securities, the Modal
Holder shall give an irrevocable tender notice to the Remarketing Agent and the Tender
Agent by Electronic Means no later than 11:00 a.m. on the Purchase Date specified in such
notice, which may be the same Modal Business Day on which the notice is given.

(2)  In order to exercise its option to tender Weekly Rate Securities, the Modal
Holder shall give an irrevocable tender notice to the Remarketing Agent and the Tender
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Agent by Electronic Means no later than 4:00 p.m. not less than seven days before the
Purchase Date specified in such notice.

(b) Tender notices given pursuant to this Section shall specify the CUSIP number of the
Gecurity (or portion thereof) to be tendered and otherwise identify such Security to the satisfaction
of the Tender Agent, and shall also specify the principal amount of such Security being tendered
(which shall be an Authorized Denomination) and shall state in effect that:

(1)  such Security (or portion thereof) shall be purchased on the Purchase Date
specified therein at 100% of the principal amount thereof, plus interest accrued to Purchase
Date,

(2)  the Securities specified in the tender notice are all the Securities of such
Tranche held by Modal Holder or if less than all, that after giving effect to such tender, the
remaining Securities of such Tranche held by such Modal Holder are in one or more
Authorized Denominations for the Mode of such Securities and

3 such notice is irrevocable.
Section 6.02. Mandatory Tender Events.
(@) Each Variable Rate Security affected by any of the following enumerated events shall
be subject to mandatory tender on the Purchase Date set opposite the respective event upon such as

notice as is required to be given, all as set forth in the following table, at the Purchase Price of 100%
of the principal amount thereof, plus interest accrued to the Purchase Date.

Event Purchase Date Tender Notice Required
End of Flexible Rate Period | Day on which the Period No
ends
End of a Term Rate Period Day on which the Period Yes, at least 15 days’ notice
ends
Mode Change Mode Change Date Yes, at least 15 days’ notice

Occurrence of Last Put
Termination Event

As provided in Section 9.07.

As provided in Section 9.07

Occurrence of Expiry Date, if
required by Section 6.03

The last Modal Business Day
to occur not less than 5 days
before the Expiry Date

Yes, at least 15 days’ notice

New Provider of a Financial
Facility

As provided in subsection (b)
below

Yes, at least 15 days’ notice

13-53846-swr
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(b)  The Purchase Date in connection with a new Provider of a Financial Facility shall
2 Modal Business Day at least 5 days before the sooner to occur of (i) the effective date of such
ancial Facility and (ii) the Expiry Date of the Predecessor Financial Facility.

Section 6.03. Mandatory Tender on Expiry Date.

(a) Except as otherwise provided in this Section, if the Tender Agent has not accepted
ia Conforming Financial Facility in accordance with Section 9.04 to replace an expiring Financial
** Facility on or before the 20th day before the Expiry Date of such Financial Facility, then the Tender
Agent shall give notice to the Modal Holders of all Modal Securities subject to such Financial
Facility that their Modal Securities are subject to mandatory tender on the Purchase Date specified
o such notice. Such notice shall be given and such Purchase Date shall be specified in such notice
as provided in Section 6.02.

(b)  Subsection (a), above is not applicable with respect to an expiring Financial Facility
if the City has given the Tender Agent the commitment of the Provider of such Financial Facility
as provided in the below paragraphs.

(1)  The commitment is to provide a Conforming Financial Facility on or before
the Expiry Date of such Financial Facility.

2) The commitment expressly states that it is unconditional and irrevocable.

3) Such commitment is given to the Tender Agent at least 20 days before the
Expiry Date of such Financial Facility.

(c) Subsection (a), above is not applicable with respect to an expiring Financial Facility
if notice is given in accordance with Section 4.08 on or before the last day that notice would be
otherwise required to be given by Section 6.02 with respect to such expiring Financial Facility, and
such notice states that all the Modal Securities subject to such Financial Facility are intended to
become Excluded Securities.

Section 6.04. Suspension of Optional Tender Rights.

(a) For the purposes of this Section, a Suspension Period commences with respect to a
Liquidity Facility and the Securities that have the benefit of such Liquidity Facility (the Affected
Securities) upon (i) the occurrence of an Immediate Termination Event under such Liquidity Facility
or (i1) the occurrence of a suspension of such Liquidity Facility by reason of an act, omission or
condition affecting the Provider of the correlative Credit Enhancement (either (i) or (ii), a Credit
Enhancement Event).

(b) During a Suspension Period, (i) the right of a Modal Securityholder to tender

Affected Securities pursuant to Section 6.01 shall be suspended and (i1) the interest rate or rates for
the Affected Securities shall be determined as if the Credit Enhancement Event were a Rate
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jispension Event except that two percent per annum shall be added to the applicable rate for
; };ﬁ‘ected Securities in any Short-Term Mode. :

Article VII
Tender and Purchase

Section 7.01. Notice of Mandatory Tender.

(2)

Whenever notice is required by Section 6.02 to effect a mandatory tender on a Pur-

chase Date, the Tender Agent shall give such notice at least the required number of days in advance
of such Purchase Date.

(b)

The notice of mandatory tender shall:

(D in substance specify:

(1) the event giving rise to the mandatory tender;
(ii) the Purchase Date; and
(iii) the Modal Securities subject to mandatory tender identified in such

manner as is deemed reasonable by the Tender Agent under the circumstances; and
(2) state in effect that:

1) the identified Modal Securities are subject to mandatory tender on
such Purchase Date and in order to receive payment of the Purchase Price on the
Purchase Date, such Modal Holder shall transfer its Modal Securities to the Tender
Agent with all necessary endorsements on or before 12:00 noon on the Purchase
Date;

(ii) such Modal Securities are deemed tendered on the Purchase Date
irrespective of any actual transfer to the Tender Agent and shall cease to bear interest
on and after the Purchase Date; and

(iii) transfers of such Modal Securities may be made after the Purchase
Date to the Tender Agent but no interest shall be paid for any period on and after the

Purchase Date.

3) such notice may contain such additional information as the Tender Agent

believes to be necessary or appropriate.

13-53846-swr
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(©) The failure to properly give notice to any Modal Holder of Securities subject to
snandatory tender and entitled hereunder to notice shall not affect the validity of any other
mandatory tender as to which notice, if required to be given, was properly given.

Section 7.02. Interest to No Longer Accrue.

The Purchase Price of each Tender Security shall become due and payable on its respective
Purchase Date, and if on such Purchase Date the Tender Agent holds amounts sufficient to pay such
Purchase Price, then interest on such Tender Security shall cease to accrue; otherwise, such Tender
Security shall continue to bear interest as if it had not been subject to purchase on such Purchase

Date.

Section 7.03. Remarketing of Provider Securities.

(a) Predecessor Tender Security means, as to any particular Provider Security, the
Tender Security purchased by the Liquidity Facility Provider as a result of the failed remarketing
of such Tender Security.

(b) Provider Securities shall be remarketed by the Remarketing Agent only as Modal
Securities (Provider-Owned Variable Rate Securities) in the same Mode as the Predecessor Tender
Securities unless a different Mode has become or will become effective in accordance with Article
.

(c) The Finance Director shall take such steps as are necessary in sufficient time before
the Purchase Date of each Provider-Owned Variable Rate Security so that such Provider-Owned
Variable Rate Security will have the benefit of the Liquidity Facility of the Provider owning the
correlative Provider Security upon the delivery to the purchasers thereof.

(d) No Liquidity Provider is under any obligation to transfer its Provider Securities to
the Remarketing Agent in connection with a remarketing of the correlative Provider-Owned
Variable Rate Securities except on a “delivery against payment” basis.

Section 7.04. Remarketing by Remarketing Agent; Priority to Provider-Owned Variable
Rate Securities.

(a) The Remarketing Agent shall offer for sale and use its best efforts to sell on each
Purchase Date all Tender Securities and all Provider-Owned Variable Rate Securities that will have
the benefit of the Liquidity Facility of the Provider owning the correlative Provider Security upon
the delivery to the purchasers thereof.

(b) The Remarketing Agent shall remarket all Provider-Owned Variable Rate Securities
before remarketing any Tender Securities.

(© The Remarketing Agent shall not sell any Tender Securities or Provider-Owned
Variable Rate Securities at a discount from the principal amount thereof.
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aetion 7.05. Draw Information to be Provided by Remarketing Agent; Transfer of Amounts.

On each Purchase Date for Tender Securities of any particular Series, the Remarketing Agent
ghall inform the Tender Agent, on or before the time specified by the Tender Agent as the time
pecessary to permit a timely draw under the related Liquidity Facility, of the amount received by
the Remarketing Agent as the purchase price of remarketed Tender Securities as of such time.

sgcﬁon 7.06. Draws on Liquidity Facility. .

(a) On each Purchase Date for Tender Securities of any particular Series, the Tender
Agent shall draw on the related Liquidity Facility, in accordance with its terms and to the extent of
the availability of amounts thereunder in sufficient time to have amounts available to the credit of
the Remarketing Fund established for such Series on the day of the draw. The terms of the Liquidity
Facility shall control the time at which the draw is to be made.

(b))  The amount of such draw, to the extent of the availability under the Liquidity
Facility, shall equal the Purchase Price of all such Tender Securities less the amount received by the
Tender Agent as the Purchase Price of such Tender Securities that have been remarketed before the
drawing. All Tender Securities for which the Tender Agent has rot received the purchase price in
respect of the remarketing by the time the Tender Agent reasonably believes it must draw to comply
with subsection (a), above, shall be deemed to have not been remarketed for the purposes of drawing
under the related Liquidity Facility.

(c) The Tender Agent shall not draw to pay the Purchase Price of any Provider-Owned
Variable Rate Securities or any Modal Securities owned by or held for the benefit of the City.

Section 7.07. City Not Obligated to Pay Purchase Price.

The Purchase Price is payable solely from amounts made available under the Liquidity
Facility and that none of the City, the Transfer Agent, the Tender Agent, the Remarketing Agent or
the Bond Insurer is obligated to provide funds for the payment of any Purchase Price.

Section 7.08. Payment of Purchase Price.

Upon the transfer of a Tender Security to the Tender Agent with all necessary endorsements,
the Tender Agent shall pay the Purchase Price to the Modal Holder of such Tender Security:

(1) no later than the close of business on the Modal Business Day of transfer (but
not before the Purchase Date) if such Tender Security is transferred at or before 3:00 p.m.
and

(2)  no later than the close of business on the Modal Business Day following the
Modal Business Day of transfer (but not before the Purchase Date) if such Tender Security
is transferred after 3:00 p.m.
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Section 7.09. Tender of Less than all of Security.

Ifless than all of a Modal Holder’s Variable Rate Security is subject to mandatory tender or
is tendered to the Tender Agent as an optional tender permitted hereunder, then upon the transfer
of such Variable Rate Security in whole to the Tender Agent, the City shall execute (if not already
executed) and the Tender Agent shall authenticate and deliver to such Modal Holder, on the day of
transfer, a Variable Rate Security or Modal Securities, registered in the name of such Modal Holder,
of the same tenor and in such Authorized Denominations as specified by such Modal Holder as shall
equal, in the aggregate, the balance of such Modal Holder’s Variable Rate Security.

Section 7.10. Notification and Delivery of Remarketed Tender Securities.

(a) Not later than 12:30 p.m. on the Purchase Date, the Remarketing Agent shall notify
the Tender Agent and the Transfer Agent of the principal amount of Tender Securities and Provider-
Owned Variable Rate Securities successfully remarketed and such information as is appropriate to
comply with current securities industry practices applicable to the transfer of securities of the same
character, and owned in the manner, as the Modal Securities to be transferred to the purchasers of
such Modal Securities.

(b) The City shall execute (to the extent not already executed) and the Tender Agent shall
authenticate an aggregate principal amount of Modal Securities necessary to comply with the
instructions of the Remarketing Agent even though not all Tender Securities or correlative Provider
Securities have been tendered on the Purchase Date; provided that no Provider-Owned Variable Rate
Securities shall be authenticated by the Tender Agent unless such Provider-Owned Variable Rate
Securities have the benefit of the correlative Liquidity Facility.

(1) Such Modal Securities shall be in such Authorized Denominations and
registered by the Tender Agent as Transfer Agent in such names as shall be instructed by the
Remarketing Agent (but not in excess of the aggregate principal amount of Tender Securities
and correlative Provider Securities) and shall be authenticated as the appropriate Modal
Securities and made available for delivery to the Remarketing Agent no later than 1:30 p.m.
on the Purchase Date.

2) To the extent that any Modal Securities required to be executed and
authenticated by this Section are to be held in the Book-Entry Only System maintained by
the Securities Depository, then the Tender Agent shall comply with the procedures of the
Securities Depository applicable to tender bonds and the transfer of interests in Securities,
and no delivery of such Modal Securities in certificated form is required.
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Section 7.11. Actions on Purchase Date.
(a) Definitions.

City’s Portion means, as to a Provider-Owned Variable Rate Security
remarketed by the Remarketing Agent on a Purchase Date, an amount equal to the
difference between (i) the Provider’s Remarketing Portion and (ii) the principal
amount of the correlative Provider Security plus interest accrued thereon at the
Provider Rate to such Purchase Date plus any fees and expenses required to be paid
by the Financial Facility Agreement. '

Provider’s Remarketing Portion means, as to a Provider-Owned Variable
Rate Security remarketed by the Remarketing Agent on a Purchase Date, an amount
equal to the principal amount of the correlative Provider Security p/us an amount
equal to the interest accrued to such Purchase Date on such Provider Security as if
such bore interest at the rate borne by the Tender Securities then remarketed.

(b)  Actions. The following actions shall be taken on the Purchase Date for a Series of
Tender Securities.

§)) If any Provider-Owned Variable Rate Securities of the same Series were to
be remarketed:

(1) The City shall pay the City’s Portion to the Tender Agent for payment
to the related Liquidity Facility Provider.

(i1) From amounts received from purchasers of remarketed Securities,
Remarketing Agent shall pay such Provider’s Remarketing Portion to the Tender
Agent for payment to such Liquidity Facility Provider.

(ii1) The Tender Agent shall pay the amounts received by it as such
Provider’s Remarketing Portion and the City’s Portion to the Liquidity Facility
Provider.

(2) From amounts received from purchasers of remarketed Securities the
Remarketing Agent shall pay the amounts owed to the tendering Modal Holders of such
Tender Securities and then shall pay the balance to the Tender Agent.

3) The Tender Agent next shall deposit to the credit of the Remarketing Fund
established for such Series of correlative Variable Rate Securities amounts received from
the Remarketing Agent.

G The Tender Agent shall draw on the Liquidity Facility pursuant to Section
7.02 and deposit the proceeds of such draw to the credit of such Remarketing Fund.

C-37

13-53846-swr Doc 5029-3 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 92 of 97

B



%) The Tender Agent shall notify the Finance D1rector of any insufficiency in
the amount drawn under the Liquidity Facility.

(6)  All amounts not otherwise described in this Section received by the Tender
Agent in respect of the remarketing of the Tender Securities shall be deposited to the credit
of the Remarketing Fund.

@) The Tender Agent shall apply afnounts credited to the Remarketing Fund as
provided in Section 8.06.

- (8) Provider Securities, if any, shall be transferred to the Provider in accordance
with Section 8.08.

©) The Tender Agent shall notify the Finance Director and the Transfer Agent
as provided in Section 8.08, and such notification shall include the aggregate principal
amount of Provider Securities delivered to the Provider of such Liquidity Facility.

Article VIII
Funds and Accounts

Section 8.01. Creation of Funds and Accounts,

(a) Whenever there is a Series of Modal Securities that has the benefit of a Credit
Facility, the Tender Agent shall establish and maintain a trust fund for such Series of Modal
Securities to be known as the “Credit Facility Fund [adding thereto the Series designation of such
Modal Securities] and following trust accounts within it:

(1)  Interest Account
) Principal Account
3) Redemption Account

(b) Whenever there is a Series of Variable Rate Securities that has the benefit of a
Liquidity Facility, the Tender Agent shall establish and maintain a trust fund for such Series of
Variable Rate Securities to be known as the“Remarketing Fund [adding thereto the Series
designation of such Variable Rate Securities]”.

(c) All amounts received by the Tender Agent under a Credit Facility or a Liquidity
Facility shall be held by the Tender Agent in trust and applied solely as provided in this Agreement

and at all times shall be identified as being held in trust on the books of the Tender Agent for the
benefit of the Provider of Credit Facility or Liquidity Facility subject to Section 8.11.
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tion 8.02. “Sufficient Time” for Payments under Credit Facilities.-

As used in this Article, sufficient time means reasonably sufficient time in which to make
;e amounts drawn under a Financial Facility available: (i) to the Securities Depository, in
rdance with its procedures, for timely payment on the dates in respect of which such amounts
are being drawn if the Modal Securities to be paid are then be held in the “Book-Entry Only System”
of the Securities Depository or (ii) to the Modal Holders (other than the Securities Depository or its
‘pominee) for timely payment on the dates in respect,of which such amounts are being drawn.

| Section 8.03. Credit Facility Draws.

Except for Modal Securities that are Excluded Credit Enhancement Securities, the Tender
Agent shall draw under each Credit Facility, if any, in sufficient time so as to have available:

§)) to the credit of the related Interest Account on the date on which interest is.
due on the Modal Securities (whether on an Interest Payment Date or a Redemption Date or
by reason of a purchase of Term Securities in lien of Sinking Fund Redemption), the amount
of interest due on outstanding Modal Securities such date;

) to the credit of the related Principal Account on each Principal Installment
Date, an amount equal to the Principal Installment due on outstanding Modal Securities on
such Principal Installment Date;

3) to the credit of the related Redemption Account:

(1) on each Redemption Date (other than aRedemption Date with respect
to Sinking Fund Installments), an amount equal to the Redemption Price of
outstanding Modal Securities called for redemption on such Redemption Date other
than by reason of Sinking Fund Installments; and

(ii) on the purchase date of any Term Securities purchased pursuant to the
Sale Order, an amount equal to the principal amount of the Term Securities so
purchased /ess any discount; and

@ immediately upon any acceleration of outstanding Modal Securities pursuant
to the Bond Ordinance, an amount that will equal the aggregate principal of such Modal
Securities plus interest accrued thereon to the Special Interest Payment Date, such amount
to be credited first to the Interest Account in an amount equal to interest accrued on such
Modal Securities to such Special Interest Payment Date and second to the Principal Account,
the balance.

Section 8.04. Liquidity Facility Draws.
The Tender Agent shall draw under each Liquidity Facility as provided in Section 7.06.

C-39

13-53846-swr Doc 5029-3 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 94 of 97



gection 8.05. Application of the Credit Facility Fund.
& (a)  Except for Modal Securities that are Excluded Credit Enhancement Securities, the
Tender Agent shall:

(1)  as and when interest is due on outstanding Modal Securities (whether an
Interest Payment Date or a Redemption Date or by reason of a purchase of Term Securities
in lieu of Sinking Fund Redemption), pay the same to the Modal Holders entitled thereto
from amopunts credited to the related Interest Account;

@) as and when Principal Installments are due on outstanding Modal Securities, -
pay the same to the Modal Holders entitled thereto from amounts credited to the related
Principal Account;

(3) as and when the Redemption Price is due on outstanding Modal Securities
(other than by reason of Sinking Fund Installments), pay the same to the Modal Holders
entitled thereto from amounts credited to the related Redemption Account; and

(4)  as and when the purchase price is due on any Term Securities purchased
pursuant to the Sale Order, pay the same (exclusive of any accrued interest) to the Modal
Holders entitled thereto from amounts credited to the related Redemption Account.

(b)  No amount shall be withdrawn from the Credit Facility Fund for the purpose of
paying all or any part of any Purchase Price of Tender Securities.

©) Such payments shall be made in funds immediately available on the date of payment
when required by applicable provisions of this Agreement.

Section 8.06. Application of the Remarketing Fund.

(a) Asused in this Section, Necessary Amount means, with respect to any Purchase Date,
the amount, if any, equal to the Purchase Price of Tender Securities to be purchased on such
Purchase Date less the amount received by the Tender Agent as the purchase price of such
remarketed Tender Securities.

(b) As of the close of business on each Purchase Date, the Tender Agent shall pay to the
Liquidity Facility Provider from amounts credited to the related Remarketing Fund, the amount, if

any, equal to the amount drawn under such Liquidity Facility less the Necessary Amount.

(©) The Tender Agent shall, as and when the Purchase Price is payable on Tender
Securities, pay the same to the Modal Holders entitled thereto in accordance with Section 7.12.

(d)  No amount shall be withdrawn from a Remarketing Fund excep? for the purpose of
paying all or any part of the Purchase Price of related Tender Securities or to reimburse the Provider

of the related Liquidity Facility as provided in subsection (b), above.
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23$ﬁ0“ 8.07. Subrogation Rights.

(a) No payment of any amount to a Modal Holder of a Modal Security made from any
* amount drawn under a Financial Facility shall discharge the City’s obligation to pay such Variable
" Rate Security in accordance with its terms.

(b) Whenever an amount is drawn under a Financial Facility to pay an amount due any
Modal Holder of a Modal Security, the Provider of such Financial Facility shall be subrogated to
the rights of the Modal Holders to receive such amount and to all appurtenant rights under such
Variable Rate Security, the Authorizing Documents and this Agreement, including such rights of
enforcement and taking other action under the Act as would otherwise have been available to such
Modal Holder in respect of such amount.

(©) The subrogation of any Provider of a Liquidity Facility to the rights of a Holder of
a Modal Security is subject to any subrogation in favor of a Provider of Credit Enhancement for -
such Modal Security if and to the extent that such Liquidity Facility Provider has the same benefit
of such Credit Enhancement as such Holder.

Section 8.08. Provider Securities.

(a) Ifa Credit Facility or a Liquidity Facility is provided pursuant to a separate Financial
Facility Agreement that also provides for reimbursement and related matters (such as a letter of
credit and reimbursement agreement), then the references in this Section to “Credit Facility” or
“Liquidity Facility” refer to such Financial Facility Agreement so far as applicable.

(b) Immediately upon the receipt of a drawing under a Credit Facility or a Liquidity
Facility, the Tender Agent shall notify the Finance Director and the Transfer Agent of the amount
thereof, the purpose for the drawing, the numbers or other identifying marks of the Modal Securities
for which the drawing was made and the subrogation rights of the Provider of such Credit Facility
or a Liquidity Facility to corresponding amounts due Modal Holders of such Modal Securities and
(without duplication), amounts payable to such Provider under such Credit Facility or Liquidity
Facility and the due dates thereof.

(c) The following governs the terms of Provider Securities:

(1) The aggregate principal amount of Provider Securities shall not exceed the
unreimbursed amount of the drawing exclusive of such portion thereof, if any, as shall
represent interest on the related Modal Securities.

2) The denomination or denominations shall be as specified by the Provider.

3) The interest rate shall be as set forth in such Credit Facility or Liquidity

Facility except that it shall not exceed the Maximum Provider Rate.
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(4)  The principal amount shall be payable, whether on mandatory redemption or
at maturity, in such amounts and on such dates as provided in such Credit Facility or
Liquidity Facility.

(5)  Other terms of the Provider Securities shall be as provided in such Credit
Facility or Liquidity Facility subject only to any limitations contained in the Authorizing
Documents and this Agreement.

(6)  Except as otherwise provided above or in the Financial Facility and got in
conflict with this subsection, the terms of the Provider Securities shall be the same as the
correlative Modal Securities.

(7)  Provider Securities shall convey such appurtenant rights under the
Authorizing Document and this Agreement as are conveyed by way of the Provider’s right
of subrogation plus such additional rights as are provided in respect of payments due under
such Credit Facility or Liquidity Facility.

(d) No Provider Security shall be transferred by the Provider except as permitted by the
Financial Facility.

Section 8.09. Investment of Moneys.

(a) Amounts credited to the Remarketing Fund or any Account shall be invested by the
Tender Agent at the written direction of the Finance Director in only direct obligations of the United
States of America maturing within 30 days and then at the times and in the amounts when needed
to provide for payments from the Remarketing Fund or any such Account.

(b)  The Remarketing Fund and each Account shall include all investments made with
moneys therein and all interest realized thereon and proceeds of the sale or other disposition thereof.
Investments shall be valued as provided in the Bond Ordinance for investments made with amounts
credited to the Bond Redemption Account.

(c) The Tender Agent shall have no liability or responsibility for any loss resulting from
an investment made in accordance with this Section, including without limitation loss resulting from
the disposition of any Investment disposed of to provide moneys needed prior to the date or dates
indicated by the City or needed on account of any acceleration or other requirement of early pay-
ment hereunder.

Section 8.10. No Lien or Claims.
None of the Transfer Agent, Tender Agent, Remarketing Agent, any Provider (other than

on Provider Securities) nor any other Person except for Modal Securityholders shall have any claim
against any Fund or Account created pursuant to this Agreement.
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gection 8.11. Money Held for Particular Modal Securities.

Amounts held hereunder for the payment of principal (and premium, if any) of and interest
on particular Modal Securities shall be held in trust solely for the Modal Holders thereof. As used
in this Section, the meaning of principal and interest includes Purchase Price.

Article IX
Bond Insurance Policy and Fidancial Facilities

Section 9.01. When Required.

(a) Each Variable Rate Security shall be the subject of a Liquidity Facility unless such
Variable Rate Security is an Excluded Liquidity Facility Security.

(b)  Each Modal Security shall be the subject of Credit Enhancement unless such Modal
Security is an Excluded Credit Enhancement Security.

((5) The City shall not be in default of its obligations contained in subsection (a), above
ifaLiquidity Facility terminates by reason of a state or condition affecting the Provider of the Credit
Enhancement or if the obligations of a Provider under its Financial Facility are subject to a stay or
are otherwise affected by the insolvency or similar financial condition of such Provider and in any
of the foregoing, the City is diligently proceeding to obtain a Substitute Financial Facility from a
different Provider.

Section 9.02. Financial Facility Principal and Interest Requirements.

(a) Liquidity Facilities. Each Liquidity Facility required by Section 9.01 for any
Variable Rate Security shall have:

(1) a principal component at least equal to the principal amount of such Variable
Rate Security and

2) an interest component at least equal to such number of days’ interest on such
Variable Rate Security calculated at the Stated Maximum Rate using the applicable Day
Count Convention as shall be necessary to obtain a Rating Confirmation for such Variable
Rate Security.

(b)  Credit Facilities. Each Credit Facility required by Section 9.0 for aModal Security
shall:

(1)  havea principal component at least equal the principal amount of such Modal
Security plus (if included in the initial Credit Facility) the maximum redemption premium,
if any, payable on the redemption thereof;
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2) have an interest component at least equal to such number of days’ interest on
such Modal Security calculated at the Stated Maximum Rate using the applicable Day Count
Convention as shall be necessary to obtain a Rating Confirmation for such Modal Security;
and

3) provide that non-reinstatement of the interest component is a Termination
Event.

(©) When Requirements not Duplicative. If a Liquidity Facility and a Credit Facility
is combined in a single Financial Facility, there shall be a single principal and interest requirement
of the Financial Facility. ' :

(d)  Exclusion of Provider Securities. No Provider Security shall be the subject of a
Liquidity Facility.

~ Section 9.03. Terms of Conforming Financial Facilities.

——

A Conforming Financial Facility shall:

1) meet the requirements of Section 9.02 after giving effect to the purposes for
which such Financial Facility is being acquired;

2) become effective not later than the Expiry Date or the Termination Date, as
applicable, of the Predecessor Financial Facility and may be conditioned on any mandatory
tender draw to occur by reason of the substitution of a new Provider occurring under the
Predecessor Financial Facility;

3) have a Expiry Date that is a Modal Business Day occurring no sooner than
the earlier of (i) 363 days after the date on which such Financial Facility becomes effective
(i.e., such Financial Facility shall have a term of at least 364 days) and (ii) the last maturity
date of the Securities for which such Financial Facility is being acquired,

4) if such Financial Facility is a letter of credit, name the Tender Agent as the
beneficiary and be transferrable to any successor Tender Agent;

(5)  provide at least comparable notice periods and opportunities to draw funds
thereunder as the Predecessor Financial Facility provided upon the occurrence of a Termina-
tion Event;

©) provide that payments to the Tender Agent thereunder shall be paid in funds

of the Provider immediately available to the Tender Agent on the day such payment is due;
and
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N proVide for drawings or other payments thereunder to be made on terms
otherwise at least equivalent in substance to the terms of the Predecessor Financial Facility
and be in form and substance satisfactory to the Tender Agent.

Section 9.04. Substitution of Financial Facilities.

(a) Substitute Financial Facility means (i) a new Financial Facility (regardless of
whether the Provider thereof'is anew Provider or the Provider of the Predecessor Financial Facility)
to be substituted for the Predecessor Financial Facility and (i1) any amendment or modification in
any material adverse respect of an existing Financial Facility with respect to the Modal Securities
covered by such Financial Facility. Substitute has the correlative meaning when used with respect
to any Credit Enhancement or any Liquidity Facility.

(b)  The City shall not execute any Substitute Financial Facility unless:

¢)) the City determines that such Substitute Financial Facility is a Conforming
Financial Facility;

2) it has obtained, as applicable:
0] in the case of a Substitute Liquidity Facility, the consent of the Pro-

vider of any Credit Enhancement covering Modal Securities that are also the subject
of such Substitute Liquidity Facility or

(i1) in the case of Substitute Credit Enhancement, the consent of the Pro-
vider of any Liquidity Facility covering Modal Securities that are also the subject of
such Substitute Credit Enhancement; and

3) the City has obtained a Rating Confirmation.

() Atthe direction of the Finance Director, the Tender Agent shall accept any Substitute
Financial Facility in substitution for its Predecessor Financial Facility if

(1)  the Tender Agent has received and then holds:

) a certificate of the Finance Director that the City has determined that
such Substitute Financial Facility is a Conforming Financial Facility

(i1) a Favorable Bond Counsel’s Opinion with respect to such Substitute
Financial Facility and

(1ii) such consents as are required by subsection (b)(2), above and
(iv) the Rating Confirmation required by subsection (b)(3) and
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2 if the Provider of such Substitute Financial Facility is a new Provider the
Finance Director has given the Tender Agent notice of such substitution not later the
minimum number of days required by Section 6.02 for notices given in connection with
mandatory tender by reason of a new Provider plus 15 days (or such fewer days in advance
of such minimum number as may be acceptable to the Tender Agent).

" gection 9.05. Excluded Securities.

(2)  No Variable Rate Security shall be excluded from the benefits of a Financial Facility
except in accordance with this Section. '

(b)  Modal Securities that:
(1)  have the benefit of a Liquidity Facility is eligible to be excluded by the

Finance Director from the benefits of Credit Enhancement only to the extent that the Finance
Director is permitted to do so by the Provider of such Liquidity Facility and

(2)  have the benefit of Credit Enhancement is eligible to be excluded by the
Finance Director from the benefits of a Liquidity Facility only to the extent that the Finance
Director is permitted to do so by the Provider of such Credit Enhancement.

(©) In connection with any Mode change, any Modal Security eligible under subsection
(b), above, to be excluded from the benefits of a Financial Facility may be excluded by the Finance
Director only to the extent the Finance Director is permitted to do so by the terms of such Financial
Facility and only if:

) the Rating Agencies were given notice of the City’s intention to exclude such
Securities when such Mode change becomes effective and

2 the Modal Holders of such Modal Securities were given notice, in accordance
with Section 4.09, of the Finance Director’s intention to exclude such Securities when such
Mode change becomes effective.

Section 9.06. Reduction and Cancellation.

(a) The Finance Director may direct the Tender Agent to reduce the principal and interest
components of the relevant Financial Facility to take into account Excluded Securities (or either
Excluded Credit Enhancement Securities or Excluded Liquidity Facility Securities), but such
reduction shall not take effect until the related Mode change has become effective.

(b) The Finance Director may direct the Tender Agent to reduce the principal and interest

components of the Financial Facility to take into account any Securities that are no longer
“outstanding”.
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(c) Whenever, with reference to any particular Financial Facility, all outstanding Modal
Securities are Excluded Securities as to such Financial Facility, the Finance Director may direct the
Tender Agent to cancel such Financial Facility.

(d) Whenever no Modal Securities are outstanding, the Finance Directo} may direct the
Tender Agent to cancel each Financial Facility to the extent it may be canceled.

(e) The Tender Agent shall reduce or cancel Financial Facilities as directed by the
Finance Director in accordance with this Section.

Section 9.07. Termination by Provider.

(a) Each Notice Party shall give every other Notice Party notice of every Termination
Notice received by it and of its contents within two Modal Business Days of its receipt.

(b) As soon as practicable, the Tender Agent shall give notice to the Modal Holders of .
Securities affected by a Termination Event of such Termination Event and, if such Termination is
a Last Put Termination Notice, of the Purchase Date.

(c) In the case of a Last Put Termination and in order to give the Modal Holders of
affected Securities as much advance notice of the Purchase Date to be established in respect thereof
as possible under the circumstances, the Tender Agent shall establish such Purchase Date as long
after the date on which the Tender Agent gives notice to the Modal Holders of Securities affected
by the Last Put Termination as it can subject to the following:

(1) No advance notice of such Purchase Date is required if the Tender Agent
cannot give such advance notice in the exercise of reasonable diligence.

) In all events the Purchase Date shall be a Modal Business Day at least five
days before the Last Put Termination Date unless the Tender Agent cannot so provide in the
exercise of reasonable diligence provided that the Purchase Date shall be the date set by the
Provider if the Liquidity Facility provides in effect that:

The obligation of the Provider to purchase Tender Securities shall ter-
minate upon the purchase by the Provider of all Tender Securities
tendered or deemed tendered pursuant to the Last Put Termination
Notice.

(d) For the purposes of this Section:
(1)  As soon as practicable means, with reference to any act to be performed by

the Tender Agent, such Modal Business Day on which the Tender Agent can perform such
act in the exercise of reasonable diligence.
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(2)  Reasonable diligence means, with respect to the Tender Agent performing
any act, performing such act within three Modal Business Days, after the Tender Agent
receives a Termination Notice from the Provider or another Notice Party.

Article X
Bond Insurance

Section 10.01. Location of Provisions.

Terms and provisions relating to the FISA Insured Securities appear in Exhibit 10.01, and
terms and provisions relating to FGIC Insured Securities appear in the Financial Guaranty Insurance
Company Supplement.

Article X1
Concerning the Tender Agent and the Remarketing Agent

Section 11.01. Tender Agent; Qualifications.

(a) For so long as there are any Variable Rate Securities outstanding, there shall be a
Tender Agent, and no resignation of a Tender Agent shall become effective unless a successor has
accepted its appointment and the Financial Facilities then in effect have been transferred to it.

(b) Any Person serving as Tender Agent shall be a commercial bank with trust powers
or a trust company.

Section 11.02. Responsibilities of Tender Agent.
(a) As regards this Agreement:

(1)  The Tender Agent undertakes to perform such duties and only such duties as
are specifically set forth herein, and no implied covenants or obligations shall be read into
this Agreement against the Tender Agent.

2) The Tender Agent may rely and shall be protected in acting or refraining from
acting upon any resolution, certificates, Statement, instrument, opinion, report, notice,
request, direction, consent, order or other paper or document believed by it to be genuine and
to have been signed or presented by the proper parties.

(3)  Whenever in the administration of this Agreement the Tender Agent shall
deem it desirable that a matter be proved or established prior to taking, suffering or omitting
any action hereunder, it may (unless other evidence is herein specifically prescribed), in the
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absence of bad faith on its part, request and rely on a certificate executed by the Finance
Director. ' :

(4)  The Tender Agent may consult with counsel and the written advice or opinion
of such counsel shall be full and complete authorization and protection in respect of any
action taken, suffered or omitted by it in good faith and in reliance thereon.

(5)  The Tender Agentis bound to make any investigation into the facts or matters
City in any resolution, certificates, Statement, instrument, opinion, report, notice, request,
direction, consent, order or other paper or document, buf it may make such further inquiry
into such facts or matters as it may see fit.

(b) In the absence of bad faith on its part, Tender Agent may conclusivelyrely, as to the
truth of the statements and the correctness of the opinions expressed therein, upon certifications and
opinions furnished to it and conforming to the requirements of this Agreement; but, in the case of
any certificates or opinions that by any provision hereof are specifically required to be furnished to
Tender Agent, it shall be under a duty to examine the same to determine whether or not they
conform to the requirements of this Agreement.

(c) No provision of this Agreement shall require the Tender Agent to expend or risk its
own funds or otherwise incur any financial liability in the performance of its duties hereunder, or
in the exercise of any of its rights or powers, if it shall have reasonable grounds for believing that
the repayment of such funds or adequate assurance against such risk or liability is not reasonably
assured to it.

Section 11.03. Remarketing Agent.

(a) The Remarketing Agent shall have such rights, duties, privileges and immunities as
are contained in the Remarketing Agreement and not inconsistent with this Agreement; provided
that in all events the Remarketing Agent is obligated to perform such duties as are herein set forth
to be performed by the Remarketing Agent notwithstanding any thing to the contrary contained in
the Remarketing Agreement.

(b) Each Liquidity Provider shall have the right to remove the Remarking Agent in the
event of a material breach by the Remarketing Agent of its duties hereunder or under the
Remarketing Agreement and to consent to any successor Remarketing Agent.
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Article XII
Miscellaneous

Section 12.01. Limitation on Defeasance.

The City shall not defease the lien of the Bond Ordinance securing any Short-Term
Securities by the deposit of funds in escrow (commonly known as a “legal defeasance”) without
obtaining a Rating Confirmation from each Rating Agency of the Short-Term Securities so defeased.,

Section 12.02. Amendments.

(a) This Agreement cannot be amended or supplemented except in accordance with this
Section.

(b)  Noamendment of, or supplement to, this Agreement shall become effective without-
the consent of the Transfer Agent and Tender Agent (which shall be evidenced by the execution of
such amendment), each Bond Insurer and Provider and the Remarketing Agent. Every other
subsection of this Section is subject to the limitations contained in this subsection.

(c) The Finance Director shall provide each Rating Agency with a copy of each
amendment or supplement at least 15 days in advance of the same becoming effective.

(d)  For the purpose of acquiring consent for the purposes of the Bond Ordinances or
otherwise, the consent of a Modal Securityholder acquiring a Modal Security in a remarketing in
which the remarketing circular or other disclosure document fully disclosed the terms of such
amendment or supplement shall be considered obtained as if such consents were being solicited
under the Bond Ordinance or otherwise, but no actual consent shall be required and no more than
one such disclosure shall be required.

(e) If an amendment by its terms affects only a Seﬁes, the consent of Modal Holders of
other Series is not required.

® Upon any amendment or supplement becoming effective, each Provider shall be
provided with a copy of such amendment or supplement.

Section 12.03. Notices to Rating Agencies.

The Finance Director shall give notice to each Rafing Agency of any the following promptly
on the occurrence thereof: (i) the expiration, termination, extension or substitution of any Liquidity
Facility or any amendment or modification of, or any material change to, any Liquidity Facility, (ii)
any redemption or defeasance of Series 2001 Securities, (iii) any Mode change, (iv) any mandatory
tender of Modal Securities, (v) any change in the Transfer Agent, Remarketing Agent or Tender
Agent, (vi) any amendment of this Agreement and (vii) any issuance of additional Securities that
on a parity with any Modal Securities.
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Section 12.04. Notices.

(a) Each notice, request or other communication given hereunder to be given to any
person named below shall be in writing or otherwise given by Electronic Means (except as provided
pelow) and given to it at its address appearing below or to such other address as it may hereafter

specify for such purpose by notice to the others named below.

City of Detroit .
Coleman A. Young Municipal Center
Room 1200
2 Woodward Avenue
Detroit, Michigan 48226
Attention: Finance Director

U. S. Bank Trust National Association, as Transfer Agent
535 Griswold, Suite 550
Detroit, Michigan 48226
Attention: Corporate Trust Services

U. S. Bank Trust National Association, as Tender Agent
100 Wall Street
New York, New York 10005
Attention: Corporate Trust Services

Financial Security Assurance, as Bond Insurer
As provided in Exhibit 10.01.
Electronic Means requires prior consent

Dexia Credit Local, New York Agency, as Liquidity Facility Provider
445 Park Avenue
New York, New York 10022
Attention: General Manager
Electronic Means requires prior consent.

Standard & Poor's Ratings Services
55 Water Street, 38th Floor
New York, New York 10041

Moody’s Investors Services
99 Church Street

New York, New York 10007
Attention: Fully Supported Group
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* Fitch, Inc.
‘ One State Street Plaza
New York, New York 10004
Attn: Municipal Structure Group

(b) Each notice, request or other communication given hereunder shall be effective, (i)
if given by mail, 72 hours after it is deposited in the United States Mail with first class postage

prepaid, addressed to the recipient at its Notice Address and (ii) if given by another means, when
delivered at its Notice Address.

Section 12.05. Severability.

In the event that any provision of this Agreement is held to be invalid in any circumstance,
such invalidity shall not affect any other provision or circumstances.

Section 12.06. Payments Due and Acts to be Performed on Non-Modal Business Days.

If a date of maturity of interest on or principal of the Securities or any Redemption Date or
Purchase Date, or a date fixed for the performance of any other act under this Agreement, shall not
be aModal Business Day, payment of such interest or principal, Redemption Price or Purchase Price
need not be made, and any such other act need not be performed, on such date but may be made or
performed on the next succeeding Modal Business Day with the same force and effect as if made
on the date of maturity or the date fixed for redemption, and, except as otherwise herein provided,
no interest on any amount so paid shall accrue for the period after such date.

Section 12.07. Captions; Table of Contents.

The captions or headings in, and the table of contents for, this Agreement are for
convenience only and in no way define, limit or describe the scope or content of any provision
hereof.

Section 12.08. Counterparts.

This Agreement may be executed in several counterparts, each of which shall be an original
and all of which shall constitute but one and the same instrument.

Section 12.09. Governing Law.
This Agreement shall be govertied by the law of the State exclusive of its conflicts of law.

[Signatures follow beginning with page S-1]
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ature Page to the Variable Rate Mode
pplement and Agreement, dated as of -
temberl, 2001, among the City of Detroit,
S. Bank Trust National Association, as
nsfer Agent, and U. S. Bank Trust
" National Association, as Tender Agent]

In Witness Whereof, the City of Detroit has caused these presents to be signed by its
Finance Director, U. S. Bank Trust National Association, as Transfer Agent under the Sale Order
-and U. S. Bank Trust National Association, as Tender Agent, to evidence it acceptance of the

duties of Tender Agent has caused these presents to be executed in its behalf by its authorized
representative, all as of the date first above written.

City of Detroit

By: /;"/M K————

. Edward Hannan
Finance Director

[Signatures of Transfer Agent and Tender Agent follow on page S-2]

S-1
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spature Page to the Variable Rate Mode
lement and Agreement, dated as of -
ptember] , 2001, among the City of Detroit,
7 . Bank Trust National Association, as
fransfer Agent, and U. S. Bank Trust
National Association, as Tender Agent)

U. S. Bank Trust National Association,
as Transfer Agent

By: Wﬂ/x%(w
Susan"l—“ﬁ@‘\yiliM
Its: \/mz, :

—

U. S. Bank Trust National Association,

as Tender Agent
By: W

- ( Susan T. e
Its: e | A A

S-2
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Signature Page to the Variable Rate Mode
Supplement and Agreement, dated as of -
September1, 2001, among the City of Detroit,
U. S. Bank Trust National Association, as
Transfer Agent, and U. S. Bank Trust
National Association, as Tender Agent|

Acceptance of Remarketing Agent

UBS PaineWebber Inc. hereby accepts the duties of Remarketing Agent contained in the
Agreement and agrees to the removal provisions contained in.Section 11.03. .

UBS PaineWebber Inc.,
as Remarketing Agent

By: » ] y
Name: Jefhey Sm_wrcg <
Its: Maugg .C,}J)rveéﬁ/

S-3
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EXECUTION COPY

Sale Order of Finance Director of the City of Detroit
with respect to
$192,290,000
City of Detroit Water Supply System Revenue Refunding Second Lien Bonds
(Variable Rate Demand), Series 2001-C

Whereas, on January 31, 2001 the City Council (the City Council) of the City of Detroit
(the City) adopted a resolution captioned in relevant part A Resolution Authorizing the Issuance
and Sale of Water Supply System Revenue Bonds of the City of Detroit of Equal Standing with
the City's Water Supply System Revenue Bonds and Water Supply System Revenue Refunding
Bonds Now Outstanding and Which May Remain Outstanding, which was amended on April 25,
2001 (as amended, the Bond Authorizing Resolution), pursuant to the provisions of Ordinance
No. 30-95 as amended by Ordinance No. Ordinance No. 34-95, Ordinance No. 23-97, and
Ordinance No. 34-99 (the Ordinances and, together with the Bond Authorizing Resolution, the
Bond Resolution), and Act 94, Public Acts of Michigan, 1933, as amended (Act 94); and

Whereas, the City, under the provisions of the Bond Resolution, is authorized to sell and
deliver Bonds in series pursuant to an order of the Finance Director of the City (the Sale Order),
within the parameters established by the Bond Authorizing Resolution; and

Whereas, the City desires to issue a series of Bonds under the Bond Resolution (the
Series 2001-C Bonds) for the purpose of refunding certain Series 1999A Term Bonds (2022,
2026 and 2029) (the Bonds to be Refunded) issued previously to defray the cost of constructing
certain, repairs, extensions and improvements to the City's Water Supply System (the System);
and

Whereas, pursuant to the terms of the Bond Resolution the City intends to obtain a
policy of municipal bond insurance to insure and a liquid financial facility to support the Series
2001-C Bonds; and_

Whereas, the City desires to sell the Series 2001-C Bonds to the purchasers thereof
(the Underwriters) pursuant to a Bond Purchase Agreement (the Bond Purchase Agreement)
between the City and the Underwriters, dated the date of this Sale Order, in the amounts, at the
prices, with the variable interest rates and other terms, specified in the Bond Authorizing
Resolution and in this Sale Order; and

Whereas, the Bond Authorizing Resolution authorized the form of bonds to be approved
in this Sale Order; and

Whereas, the terms not otherwise defined in this Sale Order shall have the meanings
ascribed thereto in the Bond Resolution.

Now, Therefore, the Finance Director of the City of Detroit hereby orders as follows:

1. The offer by the Underwriters to purchase the Series 2001-C Bonds upon the
terms and conditions contained in the Purchase Contract, is approved and accepted, and the
Series 2001-C Bonds are hereby authorized to be issued and shall be sold to the Underwriters
in accordance with the terms and conditions contained in the Bond Resolution, this Sale Order
and the Purchase Contract.

1974114.0038.328331.djs.rsn-DET
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2. The Series 2001-C Bonds shall be issued as Second Lien Bonds under the
Ordinances for the purpose of refunding the Bonds to be Refunded. Their title, nature,
denominations, aggregate original principal amount, variable interest rate, dated date, final
maturity date and related terms shall be as set forth in the Variable Rate Demand Bonds
Supplement and Agreement attached hereto and incorporated herein by this reference (the
“Supplement”) and the purchase price, transfer agent, underwriters and underwriters' discount
shall be as follows:

Purchase Price: $192,290,000 (consisting of the original
- y o ‘principal amount of $192,290,000).
Transfer Agent: U.S. Bank Trust National Association,

Detroit, Michigan

Underwriters: Siebert, Brandford Shank & Co., LLC
Goldman, Sachs & Co.

3. The commitments (“Commitment”) (i) from FGIC Securities Purchase, Inc.
(“FGIC-SPYI") for liquidity support with respect to the Series 2001-C Bonds, pursuant to the
Supplement, a Liquidity Facility, and (ii) from Financial Guaranty Insurance Company (‘FGIC” or
the “Bond Insurer”) for bond insurance with respect to the Series 2001-C Bonds, pursuant to the
Supplement Bond Insurance, are hereby accepted. The Finance Director hereby determines
that the Liquidity Facility and the Bond Insurance are in the best interests of the City and the
System.

In accordance with the terms of the Commitment for the Liquidity Facility, the City hereby
makes the following covenants and agreements for the benefit of FGIC-SPI, to be applicable so
long as any Series 2001-C Bond supported by the Liquidity Facility is outstanding:

(a) The Liquidity Facility applicable upon delivery of the Series 2001-C Bonds
shall be a standby bond purchase agreement substantially in the customary form utilized
by FGIC-SPI (“Standby Bond Purchase Agreement”) which agreement shall have the
benefit of a standby loan agreement from General Electric Capital Corporation. The
Standby Bond Purchase Agreement shall be in a form acceptable to the City.

(b) FGIC-SPI shall be paid by the City fees and expenses required of the City
in the Commitment.

(c) The City shall execute and deliver a payment agreement (“Payment
Agreement”) substantially in the customary form utilized by FGIC-SPI which shall be a
form acceptable to the City. The liability of the City to make all payments under the
Payment Agreement shall be secured on a parity with or on such other basis with the
Bonds to the extent provided by the provisions of the Bond Resolution.

1974114.0038.328331.djs.rsn-DET
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(d) The preliminary official statement and the official statement for the Series
2001-C Bonds shall include the disclosure language for the Liquidity Facility and Bond
Insurance as specified by FGIC-SPI and FGIC, respectively with only such other
references to FGIC-SPI and FGIC as FGIC-SPI and FGIC, respectively, shall approve.
The interest rate exchange agreement or interest rate swap agreement entered into by
the City with (i) Goldman Sachs & Co. and (ii) Morgan Stanley (the “Swap Agreement”),
in connection with the issuance of the Series 2001-C Bonds, and any other swap
agreement to be entered into by the City with the same or other parties in the future
must adhere to the Swap Provider Guidelines attached as an exhibit to the Supplement.
There shall be prepared and distributed to holders of the Sefies 2001-C Bonds an
appropriate SEC Prospectus Supplement relating to the obligations of FGIC-SPI under
the Liquidity Facility. The cost of printing the SEC Prospectus Supplement shall be
borne by the City.

(e) The City agrees that FGIC-SPI shall not release any Series 2001-C Bond
held by FGIC-SPI as a result of a drawing under the Liquidity Facility (Provider Bonds),
to the Remarketing Agent unless it is paid concurrently the principal amount of such
Provider Bonds, plus interest accrued thereon at the Provider Rate or the Default Rate
(each as defined in the Standby Bond Purchase Agreement) plus any unpaid fees and
expenses.

H No substitute Liquidity Facility may replace the Standby Bond Purchase
Agreement executed and delivered by FGIC-SPI in support of the Series 2001-C Bonds
unless all amounts owed to FGIC-SP! by the City in respect of Provider Bonds and
under the Payment Agreement are totally paid.

(9 The Remarketing Agent during the term of the FGIC-SPI Liquidity Facility
shall at all times be acceptable to FGIC-SPI and the Bond Insurer. FGIC-SPI and the
Bond Insurer shall receive notice of the removal or resignation of the Remarketing
Agent. The Remarketing Agreement shall be in form and substance satisfactory to FGIC
and FGIC-SPL.

(h) Any Substitute Liquidity Facility shall not be substituted for a predecessor
Liquidity Facility unless the liquidity facility requirements (“Liquidity Facility
Requirements”) attached as an exhibit to the Supplement are satisfied.

4. U.S. Bank Trust National Association, Detroit, Michigan, is hereby confirmed as
Trustee and Transfer Agent under the Bond Resolution and is hereby appointed Transfer Agent
for the Series 2001-C Bonds, and U.S. Bank Trust National Association, Detroit, Michigan, shall
accept its duties as Trustee and Transfer Agent-by execution of a written acceptance thereof.

U. S. Bank Trust National Association, New York, New York is hereby appointed Tender
Agent under the Supplement. Goldman, Sachs & Co. or an affiliate of Goldman, Sachs & Co. is
hereby appointed Remarketing Agent under the Supplement. Both shall accept their duties,
respectively, by execution of a written acceptance thereof.
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5. The Swap Agreements attached to the Supplement as Exhibit __ are hereby
approved.

5. Proceeds of the Series 2001-C Bonds, shall be applied as follows: [To come]

6. This Order shall take effect immediately.

J. Edward Hannan
Finarice Director
City of Detroit

May 31, 2001

1974114.0038.328331.djs.rsn-DET
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[The Variable Rate Supplement is included under Item 8(a)]
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Variable Rate Demand Bonds Supplement and Agreement
among -

City of Detroit,
as Issuer

U. S Bank Trust National Association,
as Trustee and Transfer Agent,
and

U. S Bank Trust National Association,
as Tender Agent

Dated as of May 31, 2001

with respect to

City of Detroit
$000,000,000

Water Supply System Revenue Refunding Second Lien Bonds

(Variable Rate Demand), Series 2001-C

Variable Rate Demand Bonds Supplement and Agreement (the Agreement), dated
as of May 31, 2001, among the City of Detroit, Michigan, as Issuer, U. S. Bank Trust
National Association, a national banking association with its designated corporate trust office
located at Suite 740, Buhl Building, 535 Griswold, Detroit, Michigan 48226, (the Trustee, Paying
Agent and Transfer Agent), under a Bond Authorizing Resolution, adopted January 25, 2001
and amended April 25, 2001, by the Issuer (the Bond Authorizing Resolution), and U.S. Bank
Trust National Association, a national banking association, with its designated office located at
100 Wall Street, in New York, New York, 10005 as Tender Agent and Paying Agent thereunder
(the Tender Agent)
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Intending to be legally bound hereby, the parties hereto agree as follows for the benefit
of each Provider of a Financial Facility and the respective holders of the Bonds:

Article |
Definitions

Section 1.01. Definitions.

(a)

Unless the context clearly otherwise requires, (i) capitalized terms not defined

herein and defined in the Bond Authorizing Resolution are used herein as therein defined and
(ii) the following terms have the following respective meanings:

Account means any account established by Section 7.017..

Alternative Rate means the BMA Municipal Swap Index; and if the BMA
Municipal Swap Index ceases to be published, then a new third-party index shall
be selected in good faith by the City that has the described composition and
methodology of the BMA Municipal Swap Index to the extent there is such an
index that is readily available to the Remarketing Agent.

Authorized Denominations means,

(1) for Modal Bonds in a Daily Mode or a Weekly Mode, $100,000 and any

multiple of $5,000 in excess thereof, and

/
(2) for Modal Bonds in the Fixed Rate Mode, $5,000 and any multiple thereof.

BMA Municipal Swap Index means the index based upon the weekly
interest rates of tax-exempt variable rate issues included in a database
maintained by Municipal Market Data, Boston Massachusetts, a Thompson
Financial Services Company (or its successor), which meet specific criteria
established by The Bond Market Association. '

Bond Counsel means Lewis & Munday, A Professional Corporation, bond
counsel to the City with respect to the Bonds, or such other firm or firms of
nationally recognized standing in the field of tax-exempt municipal bonds as may
be appointed by the City in lieu thereof. -

Bond Insurance means the municipal bond new issue insurance policy
issued by the Bond Insurer that guarantees payment of principal of and interest
on the Bonds.

Bond Insurer means Financial Guaranty Insurance Company, a New York.
stock insurance company, or any successor thereto.

Bonds means the Water Supply System Revenue Refunding Second Lien
Bonds (Variable Rate Demand), Series 2001-C issued pursuant to the
Ordinances (defined in the Sale Order), Bond Authorizing Resolution, the Sale
Order for the Bonds and this Agreement. When “Bonds” is modified by the name

1974114.0038.328331.djs.rsn-DET
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of a Mode, then, in that particular context, Bonds only refers to Bonds in that
Mode.

Bond Authorizing Resolution means the instrument defined as the “Bond
Authorizing Resolution” in the first paragraph of this Agreement, as such
instrument may be amended in accordance with the provisions thereof.

Business Day means a day on which the Trustee, any Paying Agent, the
Tender Agent, the Remarketing Agent, each Provider and banks or trust
companies in New York, New York, are not authorized or required to remain
closed and on which the New York Stock Exchange is not closed.

Closing méans thé delivery of the Bonds to, andA payment for the Bonds
by, the Underwriters and the other actions in connection therewith.

Closing Date means the date on which the Closing occurs.

Conforming Financial Facility means a Financial Facility conforming to the
requirements of Section 8.03.

Credit Facility means any letter of credit, line of credit, purchase
agreement, or other financial arrangement intended to protect Holders from loss
arising from a failure of the City to timely pay principal (and premium, if any) of
and interest on the Bonds other than Bond Insurance.

Daily Mode means the Mode that has all of the attributes provided by this
Agreement for Modal Bonds bearing interest at a Daily Rate, including, without
limitation, Day Count Convention, Rate Change Date, manner of determining
interest rate and Rate Determination Date.

Daily Rate when used as a noun means a rate of interest determined as
provided in Section 3.02 for the Daily Mode.

Daily Rate Bond means any Modal Bond in the Daily Mode.
Day Count Convention means:
(i) for any Short-Term Bond, the actual number of days
elapsed in the then current calendar year in a year of 365

or 366 days, whichever is applicable; and

(ii) for any Fixed Rate Bond, 30-day months in a 360-day
year.
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Drawn means the means the making of funds available to the Tender
Agent under a Financial Facility, whether as a purchase of Bonds under a
standby bond purchase agreement, a drawing under a letter of credit or
otherwise. Correlatives of drawn have correlative meanings.

Electronic Means means (i) any means of electronically communicating
by written word, such as, without limitation, telecopier, telegraph, telex, facsimile
transmission, e-mail transmission (but only if e-mail transmission is specifically
authorized by the recipient) and (ii) any means of electronically communicating
by spoken word, such as, without limitation, telephone, so long as, the Electronic
Means is acceptable to the recipient and the communication by Electronic Means
is promptly confirmed by a manually signed writing or otherwise authenticated to
the satisfaction of the recipient.

Expiry Date means the date on which a Financial Facility expires by its
terms and not by reason of any Termination Event.

Favorable Bond Counsel’s Opinion means, with respect to any action the
occurrence of which requires such an opinion of Bond Counsel, an opinion of
Bond Counsel to the effect that (i) such action is authorized or permitted by this
Agreement, the Bond Authorizing Resolution, the Ordinances and the Act, and
(i) such action will not adversely affect the exemption of the interest on the
Bonds from federal and state income taxation (subject to customary exceptions).

Financial Facility means any Bond Insurance, Credit Facility, Liquidity
Facility or a combined Credit and Liquidity Facility which is a “Credit Support
Instrument” for purposes of the Ordinances.

Financial Facility Agreement means an agreement with the City or the
Trustee and a Provider providing for a Financial Facility.

Fixed Rate means a rate of interest determined as provided in Section
3.02 for the Fixed Rate Mode.

Fixed Rate Bond means any Modal Bond in the Fixed Rate Mode.

Fixed Rate Mode means the Mode that has all of the attributes provided
by this Agreement for Modal Bonds bearing interest at a Fixed Rate, including,
without limitation, Day Count Convention, Interest Adjustment Date, manner of
determining interest rate and Rate Determination Date.

Fund means any fund established by Section 7.01.

Holder, Bondholder and Holder of Bonds each mean the Person in whose
name a Bond is registered in the Registry.
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Initial Mode means the Mode identified in Section 2.02 as the Mode in
which the Bonds will be initially issued.

Interest Account means the account by that name established by Section

7.01.
Interest Adjustment Date means
(i) for a Daily Rate Bond, each Rate Determination
Date for such Daily Rate Bond;
(i) for a Weekly Rate Bond, each Wednesday and .
each Mode Change Date; and
(iii) for a Fixed Rate Bond, the Mode Change Date for
such Fixed Rate Bond.
Interest Payment Date means each date on which interest is to be paid
and is:
(1) for a Daily Rate Bond, the first Business Day of each
calendar month;
(i) for a Weekly Rate Bond, the first Business Day of each
calendar month;
(iii) for a Fixed Rate Bond, each Stated Interest Payment Date
occurring after the Mode Change Date for such Fixed Rate
Bond.

Last Put Termination Date means the date on which a Financial Facility
terminates by reason of a Last Put Termination Event.

Last Put Termination Event means a Termination Event occurring under a
Financial Facility that provides for a period during which the affected Modal
Bonds may be called for tender.

Last Put Termination Notice means a notice from a Provider stating that it
is terminating its Financial Facility by reason of a Last Put Termination Event.

Liquidity Facility means any letter of credit, line of credit, purchase
agreement, or other financial arrangement intended to provide funds for the
purchase of certain Bonds in the event of a failure of the remarketing thereof but
does not include any protection provided by a Credit Facility. The Liquidity
Facility in effect on the Closing Date is the Standby Bond Purchase Agreement
between the Trustee and FGIC Securities Purchase, Inc., dated as of May 31,
2001.
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Liquidity Facility Bond means any Modal Bond that is the subject of a
Liquidity Facility.

Liquidity Facility Requirements means the requirements for a certain
Substitute Financial Facility in Section 8.04 specified by the Bond Insurer as part
of the initial issuance of the Bonds and attached to this Agreement as Exhibit A.

Maximum Rate means the /esser of the Stated Maximum Rate and the
maximum interest rate per annum permitted by applicable law.

Modal Bonds means, as of any particular date,.such of the Bonds that are
not Provider Bonds.

Mode means any of the methods of determining an interest rate for the
Bonds permitted by this Agreement.

Mode Change Date means any date on which the Bonds are converted,
or are proposed to be converted, from Daily Rate Mode to Weekly Rate Mode or
from Weekly Rate Mode to Daily Rate Mode or to Fixed Rate Mode designated in
the manner set forth in this Supplement.

Mode Change Notice means the notice from the City to the other Notice
Parties of the Board’s intention to change a Mode.

Notice Address means (i) for any Notice Party, the address that it
specifies to the other Notice Parties and any other Person as the address to
which notices shall be addressed and (ii) for any other Person, the address that it
specifies as the address to which notices shall be addressed as set forth in
Section 11.05 of this Agreement.

Notice Parties means the City, the Bond Insurer, the Provider, the
Trustee, the Tender Agent and the Remarketing Agent.

Ordinances means the ordinances of the City adopted from time to time
providing for the issuance of Bonds under Act 94 for the benefit of the System on
a senior lien, second lien or junior lien basis.

Outstanding, outstanding, Outstanding Bonds and Bonds outstanding
mean, as of any date, all Bonds delivered under the Bond Resolution, except ‘

0 Bonds theretofore paid or redeemed or acquired by
the Board and surrendered to the Trustee for cancellation,
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(i) Bonds that have matured or have been duly called
for redemption and for the payment or redemption of which
amounts, together with any unpaid interest are held by the Trustee
or the Paying Agent for the payment thereof;

(iii) Bonds that have been duly called for mandatory
tender and for the purchase of which amounts, together with any
unpaid interest are held by the Tender Agent for the payment
thereof;

(vi) Bonds paid or deemed paid in accordance with
Bond Resolution; and

(v) Bonds in exchange for or replacement of which
other Bonds have been authenticated and delivered pursuant to
the Bond Authorizing Resolution;

provided that, any Bond paid with funds provided pursuant to a Financial Facility
shall remain Outstanding for purposes of the subrogation rights of the Provider
providing such funds unless and until such Provider is paid in accordance with
such Financial Facility.

Paying Agent means the Tender Agent acting as such pursuant to its
appointment in this Agreement and the Trustee.

Period means a period of time determined in accordance with this
Agreement during which a Mode is not permitted to be changed for Bonds in that
Mode.

Person means any natural person, firm, association, corporation, trust,
partnership, joint venture, joint-stock company, municipal corporation, public
body or other entity, however organized.

Predecessor Financial Facility means the Financial Facility for which
another Financial Facility is substituted or is to be substituted as provided in
Section 8.04.

Principal Account means the account by that name established by
Section 7.01. -

Principal Installment for any Fiscal Year means, as of any date of
computation and with respect to any Outstanding Bonds of a series, the sum of:

)] the principal amount of such Bonds maturing in
such Year other than Term Bonds; and
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(i) the amount of any Sinking Fund Installments
coming due in such Debt Service Year, including any Sinking
Fund Installment due at the maturity of any Term Bond of such
series in such Debt Service Year less the amounts credited to
such Sinking Fund Instaliments as the result of partial
redemptions of any Term Bonds for which such Sinking Fund
Installments were established or purchase of any such Term
Bonds.

Provider means the Person obligated under a Financial Facility to provide
its own funds to be used to pay Holders upon the occurrence of certain events
specified therein. The City is not a Provider.

Provider Bonds means Bonds purchased or held by or on behalf of the
Provider pursuant to a draw under a Financial Facility.

Provider Rate means the rate of interest per annum on the Provider
Bonds while held for or on behalf of the Provider as defined in the Financial
Facility.

Purchase Date means the date on which Tender Bonds are to be
purchased pursuant to the terms hereof.

Purchase Price means an amount equal to 100% of the principal amount
of the Tender Bonds to be purchased on a Purchase Date plus interest accrued
to such Purchase Date.

Rate Change Date means (a) for each Rate Period during any Daily
Mode, each Business Day, (b) for each Rate Period during any Weekly Mode,
Wednesday, and (c) each Mode Change Date.

Rate Determination Date means (a) for each Rate Period during any Daily
Mode, each Business Day, (b) for each Rate Period during any Weekly Mode,
Tuesday, or if such day is not a Business Day, then the immediately preceding
Business Day, and (c) each Mode Change Date.

Rate Period means, with respect to each Bond, each period commencing
on a Rate Change Date for such Bond to and including the day immediately
preceding the immediately succeeding Rate Change Date for such Bond (or the
Maturity Date or date of redemption of such Bonds), during which period such
Bond bears interest at one specific interest rate.

- Rating Agency means, on any date, each nationally recognized statistical

rating organization (as such term is used in Rule 15¢3-1 of the Securities and
Exchange Commission) that has a rating in effect on the Bonds on such date.
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Rating Confirmation means a writing from each Rating Agency stating
that the rating on the Bonds will not be reduced or withdrawn (other than a
withdrawal of a short term rating upon a change to a Fixed Rate Mode) as a
result of the action proposed to be taken.

Record Date means:

(i) for a Short-Term Bond, the day (whether or not a Business
Day) immediately before each Interest Payment Date for
such Bond; and

(i) . for a Fixed Rate Bond, the 15th day (whether or not a
Business Day) of the month immediately before each
Interest Payment Date for such Bond.

Redemption Date means the date fixed for redemption of Bonds subject
to redemption.

Redemption Price means an amount equal to the principal of and
premium, if any, on the Bonds and interest to be paid on the Bond to the
Redemption Date.

Remarketing Agent means Goldman, Sachs & Co., until a successor
Remarketing Agent becomes such pursuant to applicable provisions hereof and
thereafter, such successor Remarketing Agent.

Remarketing Agreement means, as of any date, an agreement then in
effect between the City and the Remarketing Agent providing for the remarketing
of Bonds. The Remarketing Agreement in effect on the Closing Date is between
the City and Goldman, Sachs & Co.

Remarketing Fund means the fund by that name created in Section 7.01.

Reimbursement Obligation means an obligation incurred under a Credit
Facility or a Liquidity Facility to repay amounts disbursed thereunder to pay, or
make payments in respect of, Bonds. Commitment or facility fees under a
Financial Facility are not Reimbursement Obligations.

Securities Depository means The Depository Trust Company until
the City designates a new securities depository by notice to each of the other
Notice Parties, and thereafter, such new securities depository.

Short-Term Bond means a Modal Bond in-a Short-Term Mode.

Short-Term Mode means the Daily Mode or Weekly Mode.

Stated Interest Payment Date means each July 1 and January 1.
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Stated Maximum Rate means the lesser of (i) eighteen percent (18%) per
annum and (ii) with respect to the Provider Bonds, the Provider Rate while the
Financial Facility is effective.

Substitute Financial Facility means a Financial Facility meeting the
requirements of Section 8.04. Any Substitute Liquidity Facility shall satisfy the
requirements of the Liquidity Facility Requirements.

Swap Provider Guidelines means the guidelines specified by the Bond
Insurer as part of the initial issuance of the Bonds and attached to this
Agreement as Exhibit C. . .

Tender Agent means the Person named as Tender Agent in the first
paragraph of this instrument until a successor Tender Agent becomes such
pursuant to applicable provisions hereof and thereafter, such successor Tender
Agent.

Tender Bonds means, as of any Purchase Date, all Modal Bonds except
Provider Bonds:

(i) subject to tender on such Purchase Date by reason of the |
Holders thereof having given notice as provided herein;

(i) subject to mandatory tender on such Purchase Date
without notice pursuant hereto; and

(iii) subject to mandatory tender on such Purchase Date by
reason of notice having been given as required hereby.

Term Bond means any maturity of the Bond for which mandatory
redemption requirement have been established in Exhibit 2.02(c) of this
Agreement.

Termination Date means the date on which a Financial Facility terminates
by reason of a Termination Event.

Termination Event means any event listed in a Financial Facility
Agreement that permits the Provider to terminate its Financial Facility and
includes any non-reinstatement of interest drawn under such Financial Facility.

Termination Notice means a notice from a Provider stating that it_is

terminating its Financial Facility by reason of a Termination Event or that it is not
reinstating interest drawn under such Financial Facility.
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Transfer Agent means the Person which is appointed as the initial
registrar and transfer agent in the Bond Authorizing Resolution and the Sale
Order until a successor Transfer Agent becomes such pursuant to the applicable
provisions of the Bond Authorizing Resolution and Sale Order.

Weekly Mode means the Mode that has all of the attributes provided by
this Agreement for Modal Bonds bearing interest at a Weekly Rate, including,
without limitation, Day Count Convention, Rate Change Date, manner of
determining interest rate and Rate Determination Date.

Weekly Rate means a rate of interest determined as provided in Section
3.02 for the Weekly Mode.

Weekly Rate Bond means any Modal Bond in the Weekly Mode.
Section 1.02 Interpretation.

(N Words of the masculine gender inciude correlative words of the feminine and
neuter genders.

(2) Unless the context otherwise indicates, words importing the singular include the
plural and vice versa.

(3) Articles, Sections and Exhibits referred to by number mean the corresponding
Articles, Sections and Exhibits of this Agreement.

4) The terms hereby, hereof, hereto, herein, hereunder and any similar terms used
in this Agreement refer to this Agreement.

Section 1.03. Time.

All time expressed in this Agreement is the time in New York City on the date the
particular action is to be taken unless otherwise provided.

Article Il
The Bonds

Section 2.01 Authorization, Designation.
The Bonds are hereby authorized to be issued and shall be designated Water Supply

System Revenue Refunding Second Lien Bonds (Variable Rate Demand), Series 2001-C and
shall be in the form prescribed by Exhibit 2.01.

1974114.0038.328331.djs.rsn-DET

11-

13-53846-swr Doc 5029-4 Filed 05/23/14 Entered 05/23/14 19:55:08 Page 34 of
112



Section 2.02 Terms of the Bonds.

Bonds are authorized to be initially issued in the aggregate principal amount of
$192,290,000.

The date, the maturity date or dates and the interest payment dates of Modal Bonds are
as follows:

Upon initial issuance, Modal Bonds shall be dated the Closing Date; thereafter,
Modal Bonds shall be dated the date of authentication,

Modal Bonds shall mature or have sinking fund instaliments .which are paid on
July 1 in each year set forth in Exhibit 2.02(b) (each of which is a Principal Installment
Date) in the respective principal amount set forth opposite each such year unless
changed pursuant to Section 2.03, and

the interest payment dates for Modal Bonds are as defined in the definition of
“Interest Payment Dates”.

The Bonds shall be initially issued as Modal Bonds:

M as a single Modal Bond for each maturity fully registered in the name of
the Securities Depository or its nominee;

(2) in the Weekly Mode (Initial Mode) and

(3) initially bearing interest at the rate for such Mode set forth in the Bond;
thereafter, interest rates to be borne by Modal Bonds shall be determined in accordance
with Article 1ll.

(d) Modal Bonds shall be initially issued in book-entry only form registered with The
Depository Trust Company (“DTC”) and shall be numbered consecutively from “1” and prefixed
with the letter “R” and any Modal Bond issued in respect of a Tender Bond not tendered to the
Tender Agent pursuant to Section 6.11 shall be additionally identified as a replacement bond to
distinguish it from all other Modal Bonds and

(e) The Modal Bonds are subject to redemption prior to maturity as provided in
Article V.

] The Modal Bonds identified in Exhibit 2.02(c) are Term Bonds and are subject to
redemption from Sinking Fund Installments as set forth therein unless changed pursuant to
Section 2.03.

(9) The principal and Redemption Price of ands bearing interest at a. Daily Rate or
a Weekly Rate will otherwise be payable at the principal office of the Tender Agent in New York,

New York, upon presentation and surrender of such Bonds. Any payment of the Purchase Price
of a Modal Bond (described in Article VI under the optional and mandatory tender provisions)
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will be payable at the designated corporate trust office of the Tender Agent (or at such other
office as may be designated by the Tender Agent), upon presentation and surrender of such
tendered Bond.

Fixed Rate Bonds are payable as to principal (premium, if any) and interest at the
designated corporate trust office of the Trustee.

The terms of Provider Bonds shall be as provided in Section 7.08.

The principal, Redemption Price and purchase price of, premium, if any, and interest on the
Bonds will be payable in any coin or currency of the United States of America which, at the
respective dates of payment of such Bonds, is.legal tender for the payment of public and private
debts. So long as the Bonds remain in book-entry only form, payments of the principal,
Redemption Price and Purchase Price (with respect to Tender Bonds will be made by the Trustee
or Tender Agent to DTC for subsequent credit to direct participants and disbursement to beneficial
owners through DTC.

Section 2.03. Adjustment of Amortization, Sinking Fund Installments and Redemption.

(a) Any Mode Change Notice delivered to change all of the Modal Bonds to the
Fixed Rate Mode may provide for adjustment of the amortization of such Modal Bonds by:

&) adding, deleting or otherwise modifying maturity dates so long as any
additional maturity date is a July 1 no later than July 1 of the year of the original maturity
date of the Bonds;

(2) adding, deleting or otherwise modifying the amount of principal maturing
on any maturity date so long as the entire principal amount authorized hereunder is
amortized no later than the last year of the original maturity date of the Bonds;

(3) adding or deleting any Term Bonds and adding, deleting or otherwise
modifying Sinking Fund Installments for any Term Bonds even though not then Fixed
Rate Bonds and adding Sinking Fund Installments for any such Modal Bonds therein
designated as Term Bonds; and

4) adding or deleting or otherwise modifying the terms hereof for optional
redemption of Fixed Rate Bonds and the Redemption Prices thereof.

(b) The Modal Bonds described in such notice shall be subject to the amortization
described therein and subject to any optional redemption described therein when, but only

when, the change to the Fixed Rate Mode contemplated by such notice becomes effective and
only if.

(1) Such Modal Bonds do not exceed any limitation on term contained in the
Act.
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(2) Such Modal Bonds could be issued as Parity Obligations under the Bond
Authorizing Resolution (treating, for such purpose, the Modal Bonds with the
amortization to be adjusted as no longer outstanding to the extent of the adjustment).

(3) The Tender Agent has received and then holds a Favorable Bond
Counsel’'s Opinion with respect to the matters permitted by this Section and included in
such Mode Change Notice.

Section 2.04. Interest.

(a) Each Bond in a particular Mode shall bear interest from the Closing Date or from
the most recent Interest Payment Date on which interest has been paid or duly provided for
through the day before the Interest Payment Date, and such interest shall be:

(1) payable at a rate determined on the Rate Determination Date for such
Mode as provided in Article /Il and effective as of the immediately following Rate Change
Date for such Mode and effective until (and excluding) the next Rate Change Date or if
such Mode includes only one Rate Change Date then the day before such Mode is
changed;

(2) calculated at the Day Count Convention for such Mode for the period
commencing on the Rate Change Date for such Mode and ending on (and including) the
day before the next Rate Change Date or if such Mode includes only one Rate Change
Date then the day before such Mode is changed; and

3) payable on the Interest Payment Date for such Mode to the Holder of
such Modal Bond as of the Record Date for such Mode provided that:

(i) if any such Interest Payment Date occurs after the stated maturity
of the related Modal Bond fhen interest shall be paid on such
stated maturity; and

(i) if interest on any Modal Bond shall be in default, then such
interest shall be payable on the special interest payment date set
for such purpose, if any.

Section 2.05. Appointment of Paying Agent and Registrar.

The Tender Agent shall serve as a Paying Agent and shall also serve as the Transfer
Agent for Modal Bonds in any Mode other than the Fixed Rate Mode. The Trustee shall serve
as Paying Agent and Transfer Agent for all Fixed Rate Bonds.
Section 2.06. Payment of Interest.

(aj Interest on Fixed Rate Bonds shall be paid by the Trustee as provided herein and
in the Bond Authorizing Resolution.
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(b) Interest due on Modal Bonds other than Fixed Rate Bonds on an Interest
Payment Date shall be paid by the Tender Agent acting as Paying Agent or the Trustee acting
as Paying Agent as follows:

(1) during the Daily Mode or the Weekly Mode by wire transfer of
immediately available funds to the account specified by each Holder in writing to the
Tender Agent. Such writing shall remain in effect until revoked or revised by such
Holder in a writing delivered to the Tender Agent.

(2) during the Fixed Rate Mode by check mailed by the Trustee acting as
Paying Agent on the applicable Interest Payment Date to each Holder appearing on the
Registry as of such .Record Date or at the option of any Holder. of at least $1,000,000
aggregate principal amount of Fixed Rate Bonds by wire transfer of immediately
available funds in the same manner as Holders of Daily Rate Bonds or Weekly Rate
Bonds upon such Holder delivering to the Trustee acting as Paying Agent (rather than
the Tender Agent) the writing required by paragraph (1), above.

Section 2.07. Authentication after Initial Issuance.
(a) After initial issuance, Bonds shall be authenticated as follows:

(1 All Daily Rate Bonds and Weekly Rate Bonds issued in transfer,
exchange, redemption or purchase shall be authenticated by the Tender Agent pursuant
to the power granted in Section 2.05.

(2) All Fixed Rate Bonds issued in transfer, exchange, redemption or
purchase shall be authenticated by the Trustee.

(3) All Provider Bonds in certificated form shall be authenticated by the
Tender Agent.

(b) The Tender Agent shall have power to act on behalf of the Trustee and subject to
its direction in the authentication and delivery of Bonds in connection with transfers and

exchanges under the Bond Authorizing Resolution as fully to all intents and purposes as though
the authentication had been expressly authorized by the Bond Authorizing Resolution.

Section 2.08. New Certificates.

Modal Bonds in certificated form and reflecting each change in a Mode shall be
executed by the City, authenticated by the Tender Agent and delivered on the Mode Change
Date in exchange for the Modal Bonds in their previous certificated form:

@) if and when required by the Securities Depository and

(2) whenever Modal Bon'ds are held in certificated form by a Holder other
than the Securities Depository.
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Article Il
Interest Rate Determinations

Section 3.01. Manner of Determining Interest Rates; Interest Rate.

(a) The interest rate for all Bonds, commencing with the first Rate Determination
Date after the Closing Date, shall be determined by the Remarketing Agent on each Rate
Determination Date as provided in this Article.

(b) If any interest rate determined as provided in this Article exceeds the Maximum
Rate, then the interest rate shall be the Maximum Rate.

(c) The determination of any interest rate pursuant to this Articie shall be conclusive.
Section 3.02. Interest Rate Determinations.

(a) The interest rate for all Bonds in each Mode shall be determined by the
Remarketing Agent on the Rate Determination Date for such Mode as the interest rate that in
the judgment of the Remarketing Agent would allow such Modal Bonds to. be sold at par plus
accrued interest, under prevailing market conditions on such Rate Determination Date.

&) For each Rate Period during the Daily Mode, the Remarketing Agent will
determine, and is required to give notice (by electronic means or by facsimile) to the
Tender Agent of the Daily Rate no later than 10:00 a.m. on each Rate Determination
Date. In the event that the Daily Rate is not determined by the Remarketing Agent as
provided herein, the rate of interest borne by the Bonds bearing interest at the Daily
Rate will be equal to the Alternative Rate until the Remarketing Agent next determines
the Daily Rate as required herein. The Daily Rate for any day during the Daily Mode
which is not a Business Day shall be the Daily Rate established on the immediately
preceding Rate Determination Date.

(2) For each Rate Period during the Weekly Mode, the Remarketing Agent
will determine the Weekly Rate for the period commencing on the immediately
succeeding Wednesday or the Mode Change Date and ending on the next succeeding
Tuesday no iater than 4:00 p.m. New York time on each Rate Determination Date. In
the event that the Weekly Rate is not determined by the Remarketing Agent on the Rate
Determination Date, the rate of interest borne by the Bonds bearing interest at a Weekly
Rate will be equal to the Alternative Rate until the Remarketing Agent next determines
the Weekly Rate as required herein.

) 3) The Remarketing Agent shall determine the Fixed Rate on the Rate
Determination Date for such Fixed Rate Bond.

(b) Upon making each interest rate determinafion pursuant to this Section, the
Remarketing Agent shall give notice as soon as possible and not later than the end of the
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Business Day to the Finance Director, the Trustee and the Tender Agent of such interest rate
determination by electronic means or by facsimile.

Article IV
Modes and Periods

Section 4.01. Modes.

The Finance Director may designate a different Mode for all Bonds during a Daily Mode
or a Weekly Mode pursuant to a Mode Change Notice, on any Interest Payment Date, but such
change shall become effective only as provided in Section 4.09. All Bonds must bear interest in
the same Mode.

Section 4.02 Duration of Modes.

(a) Once a Mode is in effect for a Modal Bond, that Mode continues in effect until
another Mode takes effect.

(b) The Mode of a Fixed Rate Bond cannot be changed.
Section 4.03. Rule 15¢2-12 Compliance.

If a change in Mode will make a Bond subject to Rule 15¢2-12 promulgated under the
Securities Act of 1934, as amended, and the City has not already done so, the City shall enter
into a continuing disclosure undertaking with the Trustee satisfying the requirements of such
Rule.

Section 4.04. Effectiveness of Modes.
The following ruies govern the effectiveness of Modes:

(1 The Initial Mode is effective on and as of the Closing Date without any further act.

(2) .The Mode of a Daily Rate Bond or a Weekly Rate Bond may be changed on any
Interest Payment Date.

(3) Any Mode shall be effective for all Modal Bonds.
(4) The Mode of a Fixed Rate Bond cannot be changed.

(5) Other than the Initial Mode, no Mode shall become effective unless the
conditions precedent to the change to such Mode are met on the Mode Change Date.

(6) If the conditions precedent required to effect a Mode change in Section 4.05 are
not satisfied by the Mode Change Date, the Modal Bond will continue to be subject to

mandatory tender and will continue to bear interest in the Mode in effect prior to the proposed
Mode Change Date.
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Section 4.05. Conditions Precedent to Mode Change.

(a) It is a condition precedent to a Mode change for any Modal Bond that there shall
be delivered to the Tender Agent, and the Tender Agent shall hold on the Mode Change Date:

(1 a Favorable Bond Counsel's Opinion, addressed to the Notice Parties;

(2) either (i) moneys sufficient to pay the Purchase Price of all affected Modal
Bonds plus interest accrued to the Mode Change Date, from proceeds of the
remarketing of such Modal Bonds so as to be available for such payment or (i) a
Liquidity Facility with sufficient capacity to permit such amount to be Drawn thereunder
and under which no condition exists that would prohibit such draw; and

(b) It is a condition precedent to a Mode change for any Modal Bond required by
Section 8.01 to be the subject of either Credit Enhancement or a Liquidity Facility, or both Credit
Enhancement and a Liquidity Facility, that there shall be delivered to the Tender Agent, and the
Tender Agent shall hold on the Mode Change Date every required Conforming Financial Facility
for such Modal Bonds determined as if the Modal change to be made had become effective.

(c) The Tender Agent is entitled to rely on a certificate of the Finance Director that
the items delivered to it pursuant to this Section conform to the above requirements.

Section 4.06. Election of Mode Change; How Effected; Irrevocability.

(@ The Finance Director may elect at any time and from time to time to change any
Mode to any other Mode (other than a Mode change from the Fixed Rate), but no such Mode
shall become effective except as provided in Section 4.09. (wog ¥

(b) In order to evidence the election of the Finance Director, and for his/her election
to be effective, the Finance Director shall deliver to the Tender Agent, with copies to each of the
other Notice Parties, not later than, fifteen (15) days prior to the Mode Change Date, the
minimum number of days required by Section 6.02 for notices given in connection with
mandatory tenders plus 15 days (or such fewer days in advance of such minimum number as
may be acceptable to the other Notice Parties):

0] a Mode Change Notice signed by the Finance Director and

(i) the items required by Section 4.05 to be held by the Tender Agent
on the Mode Change Date except that:

(A) any otherwise required Conforming Financial Facility is not
required Jif the current Financial Facility will be a

Conforming Financial Facility after giving effect to the
Mode change;
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(B) if any Conforming Financial Facility is required, the
Finance Director may satisfy the requirement with a
commitment of a bank or other financial institution to
provide such Conforming Financial Facility not later than
the Mode Change Date, and, in such situation, the Rating
Confirmation may be indicative or contingent; and

(©) moneys in respect of the Purchase Price are not required.

(c) The election shall be effective upon receipt by the Tender Agent of the foregoing
and shall be irrevocable.

Sectibn 4.0-7‘. Mode Change N;tice.'
The notice of the Finance Director to elect a Mode change shall set forth:
(1 the new Mode;
(2) the Mode Change Date, which shall comply with Section 4.04(2);

3) if the new Mode is the Fixed Rate Mode, such matters that may be
included pursuant to Section 2.03 as the Finance Director may elect to include.

(4) the amount, each separately stated, of principal (and premium, if any) and
interest required to be covered pursuant to Section 8.02, determined as if the Mode
described in such notice were in effect and taking into account any scheduled maturities
and Sinking Fund Instaliments contained in such notice, and calculated in sufficient
detail to permit the Tender Agent to verify the arithmetical accuracy thereof;

(5) a statement that:

i each Financial Facility required by Section 8.07 and then held by
the Tender Agent is a Conforming Financial Facility with respect to
the new Mode or

(i) accompanying the notice is the commitment of a bank or other
financial institution to issue a required Financial Facility that will:

(A) be a Conforming Financial Facility and

(B) be effective as of the Mode Change Date specified in the
notice; and

(6) such other matters deemed necessary or appropriate by the Finance
Director.
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Section 4.08. Notice to Modal Bondholders

(a) Whenever the Tender Agent receives a Mode Change Notice, the Tender Agent
shall give the notice of mandatory tender required by Section 6.02 to the Holders of all of the
Modal Bonds at least 15 days prior to the Mode Change Date. The Tender Agent will give
written notice of such election by the City to the Holders of the Modal Bonds, which notice shall
contain the information required by Section 6.04.

(b) Such notice shall be given in advance of the Mode Change Date specified in
such Mode Change Notice by at least the minimum number of days required by Section 6.02.

(c) The City will evidence such designation of a subsequent Mode and Mode Change
Date for the Bonds by giving written notice to the Trustee, the Tender Agent, the Remarketing
Agent, the Provider, the Insurer and each Rating Agency then maintaining a rating on the Bonds,
specifying the Mode in which such Bonds will operate and the Mode Change Date. Upon receipt of
such notice from the City, the Tender Agent, at least 15 days prior to each Mode Change Date, will
give notice to each Holder of Bonds of the mandatory tender for purchase of the Bonds on the
Mode Change Date.

Article V
Redemption of Bonds

Section 5.01. Optional Redemption — Short-Term Bonds.

Bonds in a Daily Mode or a Weekly Mode will be subject to redemption prior to their
maturity date at the option of the Issuer, in whole on any Business Day or in part (and, if in part,
in an Authorized Denomination) on any Interest Payment Date during such Daily Mode or
Weekly Mode at a Redemption Price equal to 100 percent of the principal amount of such
Bonds, plus accrued interest, if any, to the redemption Date.

Section 5.02. Optional Redemption — Fixed Rate Bonds.

Unless changed pursuant to Section 2.03, Fixed Rate Bonds are subject to redemption
upon notice given as required in the Bond Authorizing Resolution in whole on any date or in part
on any Interest Payment Date at the option of the City at the Redemption Prices set forth below
(expressed as a percentage of the principal amount thereof to be redeemed) for the applicable
remaining term and anniversary date of the Mode Change Date, plus interest accrued to the
Redemption Date.
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Interest Payment Date Anniversary Redemption
Remaining Term after Mode Change Date Price
More than 15 years 10" 101%
1" 100%
12 and thereafter 100
Remaining Term Anniversary of Interest Payment Date Redemption
' C Following Mode Change Date i Price
More than 10 years but 7th 101%
not more than 15 years
8th 10072
9th and thereafter 100
Remaining Term Anniversary of Interest Payment Date Redemption
Following Mode Change Date Price
More than 5 years but not 3rd 101%
more than 10 years
4th 10072
5th and thereafter 100
Anniversary of Interest Payment Date Redemption
Remaining Term Following Mode Change Date Price
5 years or fewer years 2nd 100%

Section 5.03. Mandatory Redemption — Sinking Fund Instaliments.

The Bonds are subject to mandatory sinking fund redemption prior to maturity in part, by
lot, at a Redemption Price equal to 100 percent of the principal amount of such Bonds to be
redeemed, without premium, plus accrued interest to the date of redemption, on July 1 in each
of the years and in the amounts set forth in the schedule included in Exhibit 2.02(b) for the
mandatory sinking fund redemption of the Bonds.
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Section 5.04 General Provisions Regarding Redemption of Bonds

(a) Notice of Redemption. Whenever Bonds are to be redeemed, the
Trustee will give notice of the redemption of the Bonds, which notice will specify, among
other things, the Redemption Date, the Redemption Price, the place and manner of
payment and that from the redemption date interest will cease to accrue on the Bonds
which are the subject of such notice.

(i) the notice of redemption of Bonds pursuant to Section 5.01 or
Section 5.02 shall state that such notice is conditional and that the redemption of
such Bonds is conditioned upon the availability of money to pay the Redemption
_Price; provided that such money shall not constitute “property of the City” for the
purposes of Section 547 of the United States Bankruptcy Code if and is the
extent that such Section is applicable to entities such as the City under the
United States Bankruptcy Code.

(ii) Notice of the redemption of Bonds will be given by first class mail,
postage prepaid, not less than 30 days or more than 60 days prior to the
Redemption Date, to the registered owners of the Bonds to be redeemed. So
long as all Bonds are in book-entry only form with DTC, redemption notices shall
be sent to DTC only. Failure to give notice to a particular Holder or a defect in
the notice will not affect the validity of any proceedings for redemption as to any
other Bond.

(b) Selection of Bonds to be Redeemed. The Bonds to be called must be in
Authorized Denominations. In all cases, Provider Bonds will be selected for redemption
before other Bonds. If less than all of the Bonds are called for redemption the particular
Bonds (or portions thereof) to be redeemed will be selected by lot in such manner as the
Trustee may determine among such Bonds. So long as all Bonds are in book-entry only
form with DTC, DTC shall select the Bonds to be redeemed. If a Bond is redeemed in
part, new Bonds representing the unredeemed balance shall be issued to the Holder
thereof without charge therefor.

() Effect of Redemption. Interest will not accrue after the redemption >date

on any Bond called for redemption if notice has been given and if sufficient moneys have
been deposited with the Trustee to redeem such Bonds.

Article VI
Tender and Purchase
Section 6.01. Tender at Option of Holder.
. (a) Purchase on Demand of Holder While Bonds Bear Interest at the Daily Rate.
While the Daily Rate Bonds are in the Daily Mode, each Daily Rate Bond (or portion of such

Daily Rate Bond in an Authorized Denomination) will be purchased on any Business Date upon
the demand of the Holder of such Daily Rate Bond, at the Purchase Price to such Purchase
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Date, upon irrevocable telephonic or spoken or written notice (which telephonic or other spoken
notice will be confirmed in writing, and which written notice may be given by telecopy or other
Electronic Means) to the Tender Agent. Such notice must be received not later than 11:00 a.m.
(or such other time as may be agreed to by the Provider, the Tender Agent and the
Remarketing Agent), provided, however, such other later time is subject to Rating Confirmation
before such later time is implemented, New York time, on a Business Day in order to be
effective on that date. Any notice received after such time will be deemed given on the next
succeeding Business Day. Such notice must specify (i) the principal amount and number of
such Daily Rate Bond, and the principal amount of such Daily Rate Bond being tendered, and
(i) the Purchase Date on which such Daily Rate Bond is to be purchased. The Tender Agent
shall immediately notify the Trustee and the Remarketing Agent upon receipt of such
irrevocable tender notice. . ‘

(b) Purchase on Demand of Holder While Bonds Bear Interest at the Weekly Rate.
While the Weekly Rate Bonds are in the Weekly Mode, each Weekly Rate Bond (or portion of such
Bond in an Authorized Denomination) will be purchased on any Business Day, which will be not
less than seven calendar days after the date such notice is received in the manner described
herein, at the Purchase Price to such Purchase Date. To effect such purchase during a Weekly
Mode, a Holder must deliver, on any Business Day, to the Tender Agent, irrevocable written notice
(which may be given by telecopy). Such notice must be received by the Tender Agent not later
than 4:00 p.m., New York time, on a Business Day in order to be effective on that day. Any notice
received after such time, will be deemed given on the next succeeding Business Day. Such notice
must specify (i) the principal amount and number of such Weekly Rate Bond, and the principal
amount of such Weekly Rate Bond being tendered, and (ii) the Purchase Date on which such
Weekly Rate Bond is to be purchased. The Tender Agent shall immediately notify the Trustee and
the Remarketing Agent upon receipt of such irrevocable tender notice.

(c) Tender notices given pursuant to this Section shall specify the CUSIP number of
the Bond (or portion thereof) to be tendered and otherwise identify such Bond to the satisfaction
of the Tender Agent, and shall also specify the principal amount of such Bond being tendered
(which shall be an Authorized Denomination) and shall state in effect that such Bond (or portion
thereof) shall be purchased on the Purchase Date specified therein at 100% of the principal
amount thereof, plus interest accrued to Purchase Date, and that such notice is irrevocable.

(d) Effect of Tender Notice. Each tender notice will automatically constitute (A) an
irrevocable offer to sell the Modal Bond or portion thereof to which the notice relates on the date
the Modal Bonds are purchased to any purchaser selected by the Remarketing Agent, at the
Purchase Price, (B) an irrevocable authorization and instruction to the Tender Agent to effect
transfer of such Modal Bond or portion thereof upon payment of such Purchase Price to the
Tender Agent on the date the Modal Bonds are purchased, (C) an irrevocable authorization and
instruction to the Tender Agent to effect the exchange of the Modal Bond to be purchased in
whole or in part for other Bonds evidencing principal in an equal aggregate amount so as to
facilitate the sale of such Modal Bond or portion thereof, and (D) an acknowledgment that such
Holder will have no further rights with respect to such Modal Bond or portion thereof upon
payment of the Purchase Price by the Tender Agent on the date the Modal Bonds are
purchased, except for the right of such Holder to receive such Purchase Price upon surrender of
such Modal Bond to the Tender Agent.
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Section 6.02. Mandatory Tender.

(a) Bonds bearing interest in the Daily Mode or the Weekly Mode (other than Provider Bonds)
are subject to mandatory tender by the Holders thereof to the Tender Agent on each date
described below at the Purchase Price to the Purchase Date therefor (unless purchased on an
Interest Payment Date):

() on each Mode Change Date and any proposed Mode Change Date, including,
without limitation, a proposed Fixed Rate Conversion Date;

(i) while a Financial Facility is required, at least two Business Days prior to the last day
on which funds will be available under the Financial Facility following notice by the
Provider to the Trustee and the Tender Agent of the occurrence and continuation of
a default under the Financial Facility;

(iii) while a Liquidity Facility is required, on the second Business Day preceding the
expiration date of a Liquidity Facility if by the 20th day preceding such expiration
date, a notice of extension of the current Liquidity Facility or a commitment to
deliver an alternate liquidity facility has not been delivered;

(iv) on the effective date of an alternate liquidity facility if the Provider of such alternate
liquidity facility is not the initial Provider; and

v) pursuant to Section 8.06(c) of this Agreement.
A Holder of a Bond subject to mandatory tender may not elect to retain its Bonds.

With respect to a mandatory tender described in clause (i) above of Bonds bearing interest at a
Daily Rate or a Weekly Rate, the Tender Agent is required to give notice to the Holders of such
Bonds not later than the 15th day next preceding the Mode Change Date to Daily Rate or Weekly
Rate and not later than the 30" day next preceding the Mode Change Date to Fixed Rate Mode
stating the Mode Change Date and that such Bonds are required to be purchased on such Mode
Change Date.

With respect to a mandatory tender described in clauses {ii) through (iv) above, the Tender Agent
is required to give the Holders of such Bonds at least 15 days prior to the date of mandatory
tender.

(b) The Purchase Date in connection with a new Provider of a Financial Facility shall

be sooner to occur of (i) the effective date of such Financial Facility and (ii) at least two
Business Days before the Expiry Date of the Predecessor Financial Facility.
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Section 6.03. Notice of Mandatory Tender.

(a) Whenever notice is required by Section 6.02 to effect a mandatory tender on a
Purchase Date, the Tender Agent shall give such notice at least fifteen (15) of days in advance

of such Purchase Date.

(b) The notice of mandatory tender shall:

(1) in substance specify:

(B

(i)

(iif)

(iv)

(v)

the event giving rise to the mandatory tender;
the Mode Change Date, if épplicable;

the Mode to become effective, if applicable;
the Purchase Date; and

that all of the Modal Bonds will be subject to mandatory tender.;
and

(2) state in effect that:

(i)

(ii)

(iii)

all of the Modal Bonds are subject to mandatory tender on such
Purchase Date and in order to receive payment of the Purchase
Price on the Purchase Date, such Holder shall transfer its Modal
Bonds to the Tender Agent with all necessary endorsements on or
before 12:00 noon, New York time, on the Purchase Date;

such Modal Bonds are deemed tendered on the Purchase Date
irrespective of any actual transfer to the Tender Agent and shall
cease to bear interest from and after the Purchase Date; and

transfers of such Modal Bonds may be made after the Purchase
Date to the Tender Agent but no interest shall be paid for any
period after the Purchase Date.

3) such notice may contain such additional information as the Tender Agent
believes to be necessary or appropriate.

©) The failure to properly give notice to any Holder of Bonds subject to mandatory
tender and entitied hereunder to notice shall not affect the validity of any other mandatory
tender as to which notice, if required to be given, was properly given.
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Section 6.04. Interest to No Longer Accrue.

The Purchase Price of each Tender Bond shall become due and payable on its
respective Purchase Date, and if on such Purchase Date the Tender Agent holds amounts
sufficient to pay such Purchase Price, then interest on such Tender Bond shall cease to accrue;
otherwise, such Tender Bond shall continue to bear interest as if it had not been subject to
purchase on such Purchase Date.

Section 6.05. Remarketing by Remarketing Agent; Priority to Provider Bonds.

(a) The Remarketing Agent shall offer for sale and use its best efforts to sell by each
Purchase Date all Tender Bonds and all Provider Bonds. .

(b) The Remarketing Agent shall remarket all Provider Bonds before remarketing
any Tender Bonds.

(c) The Remarketing Agent shall not sell any Tender Bonds or Provider Bonds at a
discount from the principal amount thereof.

(d) The Remarketing Agent shall pay to the Tender Agent amounts received from
such sales of Tender Bonds and Provider Bonds and the Tender Agent must advise the Trustee
of the amounts received no later than 11:00 a.m., New York time.

(e) The Remarketing Agent shall pay to the Provider directly or pay to the Tender
Agent who will pay the Provider, the proceeds of the remarketing of Provider Bonds provided
that Provider Bonds will not be released until the Provider is paid in full for such Provider Bonds,
including interest accrued thereon at the Provider Rate.

Section 6.06. Draws on Liquidity Facility.

(a) On each Purchase Date the Tender Agent, after giving notice to the Provider that
Tender Bonds are to be purchased by the Provider in accordance with the Liquidity Facility,
shall direct the Trustee to draw on the Liquidity Facility in accordance with its terms and to the
extent of the availability of amounts thereunder, in sufficient time to have amounts available to
the credit of the Remarketing Fund.

(b) The Tender Agent shall give notice of the necessity of a draw to the Trustee by
11:15 a.m. New York time and the Trustee shall draw by 11:30 a.m., New York time under the
Liquidity Facility by such means and in such form specified by the Provider in order for the
Provider to pay under the Liquidity Facility by the time on the Purchase Date specified by the
Trustee such amounts in available funds equal to the Purchase Price of the Tender Bonds in
accordance with Subsection (c).

(c) The amount of such draw, to the extent of the évailabivlity under the Liquidity
Facility, shall equal the Purchase Price of all Tender Bonds /ess the amount received by the

Tender Agent as the purchase price of remarketed Tender Bonds before the drawing. All
Tender Bonds for which the Tender Agent has not received the purchase price in respect of the
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remarketing by the time the Tender Agent reasonably believes it must draw to comply with
subsection (b), above, shall be deemed to have not been remarketed for the purposes of
drawing under the Liquidity Facility.

(d) The Trustee shall not draw under the Liquidity Facility to pay the Purchase Price
of any Provider Bonds or any Bonds owned by or held for the benefit of the City.

Section 6.07. Source of Funds to Purchase Bonds.

Upon the transfer of a Tender Bond to the Tender Agent with all necessary endorsements, the
Tender Agent shall pay the Purchase Price. On each date that Bonds are to be purchased, the
Tender Agent will purchase, but only from the funds listed below, such Bonds from their Holders at
a purchase price equal to the principal amount of such Bonds, plus accrued interest, if any, to the
date of purchase. Funds for the payment of such purchase price will be derived from the following
sources in the order of priority indicated:

1. proceeds of the remarketing of such Bonds by the Remarketing Agent to the extent
such funds are then available to the Tender Agent;

2. moneys representing proceeds of a Drawing by the Trustee at the direction of the
Tender Agent under the Liquidity Facility.

The Tender Agent is required to pay the Purchase Price of each Tendered Bond to the
Holder of such Tendered Bond by the 3:00 p.m., New York time, on the Purchase Date, provided
that such Holder has delivered such Tendered Bond with any necessary endorsements to the
designated office of the Tender Agent:

(N no later than noon, New York time, on such date.

(2) no later than the close of business on the Business Day following the
Business Day of transfer but not before the Purchase Date) if such Tender Bond is
transferred after noon, New York time.

Section 6.08. Tender of Less than all of Bond.

If less than all of a Holder's Bond is subject to mandatory tender or is tendered to the
Tender Agent as an optional tender permitted hereunder, then upon the transfer of such Bond in
whole to the Tender Agent, the City shall execute (if not already executed) and the Tender
Agent shall autherticate and deliver to such Holder, on the day of transfer, a Bond or Bonds,
registered in the name of such Holder, of the same tenor and in such Authorized Denominations
as specified by such Holder as shall equal, in the aggregate, the balance of such Holder's Bond.

Section 6.09. Notifications; Execution and Authentication of Bonds.
(@) Not later than 11:15 a.m., New York time, on the Purchase Date, the

Remarketing Agent shall notify the Tender Agent and the Trustee of the amount of Tender
Bonds successfully remarketed, the names of the tendering Holders and the registration
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instructions (i.e., the names, addresses and taxpayer identification numbers of the purchasers
and the specified Authorized Denominations, if any) with respect thereto.

(b) Bonds purchased in accordance with the provisions of this Agreement will be
delivered as follows:

M Bonds purchased with moneys representing the proceeds of sale of such
Tender Bonds will be delivered to the Remarketing Agent no later than 1:30 p.m., New York
City time on the date of purchase against payment therefor in immediately available funds
in an amount equal to the Purchase Price therefor and will be registered in the name of the
respective purchasers of such Tender Bonds; and

(2) Tender Bonds purchased with moneys drawn under the Financial Facility will be
registered in the name of the Provider or its nominee and delivered to the Tender Agent
and held by the Tender Agent in accordance with the terms of this Agreement and the
Financial Facility.

(¢ The City shall execute (to the extent not already executed) and Tender Agent
shall authenticate an aggregate principal amount of Bonds necessary to comply with the
instructions of the Remarketing Agent even though not all Tender Bonds have been tendered on
the Purchase Date.

@) Such Bonds shall be in such principal amounts and registered by the
Tender Agent as Registrar in such names as-shall be instructed by the Remarketing
Agent (but not in excess of the aggregate principal amount of Tender Bonds) and shall
be authenticated as the appropriate Modal Bonds and made available for pick-up by the
Remarketing Agent no later than 1:30 p.m., New York time, on the Purchase Date.

(2) To the extent that any Bonds required to be executed and authenticated
by this Section are to be held in the Book-Entry Only System maintained by the
Securities Depository, then the Tender Agent shall comply with the procedures of the
Securities Depository applicable to tender bonds and the transfer of interests in bonds,
and no delivery of such Bonds in certificated form is required.

Section 6.10. Actions on Purchase Date.
The following actions shall be taken on the Purchase Date:

@) From proceeds received from purchasers of remarketed Tender Bonds
the Remarketing Agent shall turn over the proceeds received from such remarketing to
the Tender Agent for delivery to the person who delivered such Tender Bonds to the
Tender Agent. The proceeds of the sale by the Remarketing Agent of any Provider
Bonds will be paid to the Provider in accordance with the terms of the Financial Facility.

(2) The Tender Agent shall deposit to the credit of the Remarketing Fund
proceeds received from the Remarketing Agent.
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3) The Trustee, if necessary, shall draw on the Liquidity Facility pursuant to
Section 6.06 and deposit the proceeds of such draw to the credit of the Remarketing
Fund.

(4)  All amounts not otherwise described in this Section received by the
Tender Agent in respect of the remarketing of Tender Bonds shall be deposited to the
credit of the Remarketing Fund.

5) Apply amounts credited to the Remarketing Fund as provided in Section
7.06.

(6) Provider Bonds, if any, shall be transferred to the Provider in accordance
with Section 7.08.

(7) The Tender Agent shall notify the Finance Director and the Trustee as
provided in Section 7.08, and such notification shall include the aggregate principal
amount of Provider Bonds delivered to the Provider of such Liquidity Facility.

Section 6.11. Tender Agent to Hold Bonds and Moneys in Trust.

The Tender Agent will:

(a) hold all Bonds delivered to it in trust for the benefit of their respective Holders which
will have so delivered such Bonds until moneys representing the purchase price of such Bonds will
have been delivered to or for the account of or to the order of such Holders; and

(b) hold all moneys delivered to it under the Bond Resolution for the purchase of Bonds
in trust for the benefit of the person or entity which will have so delivered such moneys, and not

invest such funds or commingle such funds with its general funds, until the Bonds purchased with
such moneys will have been delivered to or for the account of such person or entity.

Article VIl
Funds and Accounts
Section 7.01. Creation of Funds and Accounts.

(a) There is hereby established with the Tender Agent a trust fund to be known as
the “Credit Facility Fund” together with the following trust accounts within it:

(1 Interest Account
(2) Principal Account
3) Redemption Account

(b) The Tender Agent is not required to create the Credit Facility Fund unless and
until there is a Credit Facility.
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(c) There is hereby established with the Tender Agent a trust fund to be known as
the “Remarketing Fund”.

(d) All moneys received by the Tender Agent hereunder shall be held by the Tender
Agent in trust and applied solely as provided in this Agreement and at all times shall be
identified as being held in trust for the Bondholders on the books of the Tender Agent subject to
the limitations contained in Section 7.11.

Section 7.02 “Sufficient Time” for Payments under Credit Facilities.

As used in this Article, sufficient time means reasonably sufficient time in which to make
the amounts drawn under a Financial Facility available: (i) to the Securities Depository, in
accordance with its procedures, for payment on the dates in respect of which such amounts are
being drawn if the Bonds to be paid are then held in the “Book-Entry Only System” of the
Securities Depository or (ii) to the Holders (other than the Securities Depository or its nominee)
for timely payment on the dates in respect of which such amounts are being drawn.

Section 7.03 Credit Facility Draws.

(a) The Tender Agent shall draw under any Credit Facility in sufficient time so as to
have available:

(M to the credit of the Interest Account on the date on which interest is due
on the Modal Bonds (whether on an Interest Payment Date or a Redemption Date or by
reason of a purchase of Term Bonds to satisfy Sinking Fund Installments), the amount of
interest due on outstanding Modal Bonds on such date;

(2) to the credit of the Principal Account on each Principal Installment Date,
an amount equal to the Principal Installment due on outstanding Modal Bonds on such
Principal Instaliment Date;

(3) to the credit of the Redemption Account:

(i) on each Redemption Date (other than a Redemption Date with
respect to Sinking Fund Installments), an amount equal to the
Redemption Price of outstanding Modal Bonds called for
redemption on such Redemption Date other than by reason of
Sinking Fund Installments; and

(i) on the purchase date of any Modal Bonds purchased as “open
market purchases” pursuant Section 5.5(a) of the Bond
Authorizing Resolution, an amount equal to the principal amount
of the Modal Bonds so purchased /ess any discount; and

Section 7.04 Liquidity Facility Draws.

The Trustee shall draw under each Liquidity Facility as provided in Section 6.06.
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Section 7.05 Application of the Credit Facility Fund.
(a) As Paying Agent, the Tender Agent shall:

¥ as and when interest is due on outstanding Modal Bonds (whether an
Interest Payment Date or a Redemption Date or by reason of a purchase of Term Bonds
to satisfy Sinking Fund Installments), pay the same to the Holders entitled thereto from
amounts credited to the Interest Account;

(2) as and when Principal Installments are due on outstanding Modal Bonds,
pay the same to the Holders entitled thereto. from amounts credited to the Principal
Account; and

3 as and when the Redemption Price is due on outstanding Modal Bonds
(other than by reason of Sinking Fund Installments), pay the same to the Holders entitled
thereto from amounts credited to the Redemption Account; and

4) as and when the purchase price is due on any Modal Bonds purchased
pursuant Section 3.03(b) of the Bond Authorizing Resolution, pay the same (exclusive of
any accrued interest) to the Holders entitled thereto from amounts credited to the
Redemption Account.

(b) No amount shall be withdrawn from the Credit Facility Fund for the purpose of
paying all or any part of any Purchase Price of Tender Bonds.

(c) Such payments shall be made in funds immediately available on the date of
payment when required by applicable provisions of this Agreement.

Section 7.06. Application of the Remarketing Fund.

(a) As used in this Section, Necessary Amount means, with respect to any
Purchase Date, the amount, if any, equal to the Purchase Price of Tender Bonds to be
purchased on such Purchase Date /ess the amount received by the Tender Agent as the
purchase price of such remarketed Tender Bonds.

(b) As of the close of business on each Purchase Date, the Tender Agent shall pay
to the Provider of the Liquidity Facility from amounts credited to the Remarketing Fund, the
amount, if any, equal to the amount drawn under such Liquidity Facility /ess the Necessary
Amount.

(c) The Tender Agent shall, as and when the Purchase Price is payable on Tender
Bonds, pay the same to the Holders entitled thereto in accordance with Sectfion 6.07.
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Section 7.07. Subrogation Rights.

(a) No payment of any amount to a Holder of a Modal Bond made from any amount
drawn under a Financial Facility shall discharge the City’s obligation to pay such Modal Bond in
accordance with its terms.

(b) Whenever an amount is drawn under a Financial Facility to pay an amount due
any Holder of a Modal Bond, the Provider of such Financial Facility shall be subrogated to the
rights of the Holders to receive such amount and to all appurtenant rights under such Modal
Bond, the Bond Authorizing Resolution and this Agreement, including such rights of
enforcement and taking other action under the Bond Authorizing Resolution as would otherwise
have been available to such Holder in respect of such amount.

Section 7.07A. Reimbursement of Providers.
(a) For the purposes of this Section:

Amended and Restated Ordinance means Ordinance No. 32-85 as amended and
restated by Ordinance No. 06-01 of the City of Detroit.

Current Ordinance means Ordinance No. 30-95 as amended by Ordinance No.
34-95, Ordinance No. 23-97 and Ordinance No. 34-99 of the City of Detroit.

(b) Whenever an amount is drawn under a Credit Facility or a Liquidity
Facility and except as otherwise provided therein, on the day of such draw:

the City shall reimburse the Provider of such Credit Facility or Liquidity Facility
such amount as is due thereunder on the date of the drawing and the interest portion of
the Purchase Price of Tender Bonds paid with amounts drawn under the Liquidity
Facility from Net Revenues remaining after meeting the requirements of Section 5 of the
Current Ordinance; provided that when the Amended and Restated Ordinance becomes
effective, such amounts constitute Ancillary Subordinated Obligations and shall be paid
from the Ancillary Subordinated Obligations Account established in respect of Second
Lien Bonds; and

to the extent such Provider is not reimbursed for an amount drawn thereunder,
the City shall execute (if not already executed) and deliver Bonds to such Provider,
authenticated by the Fiscal Agent, as provided in the Credit Facility or Liquidity Facility in
accordance with Section 7.08.

Section 7.08 Provider Bonds.
(a) If a Credit Facility or a Liquidity Facility is provided pursuant to a separate
Financial Facility Agreement that also provides for reimbursement and related matters (such as

a letter of credit and reimbursement agreement), then the references in this Section to “Credit
Facility” or “Liquidity Facility” refer to such Financial Facility Agreement so far as applicable.
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(b) Immediately upon the receipt of a drawing under a Credit Facility or a Liquidity
Facility, the Tender Agent shall notify the Finance Director and the Trustee. of the amount
thereof, the purpose for the drawing, the numbers or other identifying marks of the Modal Bonds
for which the drawing was made and the subrogation rights of the Provider of such Credit
Facility or a Liquidity Facility to corresponding amounts due Holders of such Modal Bonds and
(without duplication), amounts payable to such Provider under such Credit Facility or Liquidity
Facility and the due dates thereof.

(c) The following governs the terms of Provider Bonds:

(1) The aggregate principal amount of Provider Bonds shall not exceed the
unreimbursed amount of the drawing exclusive of such portion thereof, if any, as shall
represent interest on the related Modal Bonds.

(2) The denomination or denominations shall be as specified by the Provider.

: 3) The interest rate shall be as set forth in such Credit Facility or Liquidity
Facility.

4) The principal amount shall be payable, whether on mandatory redemption
or at maturity, on such dates as provided and or in such Credit Facility or Liquidity
Facility.

(5) Other terms of the Provider Bonds shall be as provided in such Credit
Facility or Liquidity Facility subject only to any limitations contained in the Act, the Bond
Authorizing Resolution and this Agreement.

(6) Except as otherwise provided above, the terms of the Provider Bonds
shall be the same as other Bonds.

(7 Provider Bonds shall convey such appurtenant rights under the Bond
Authorizing Resolution and this Agreement as are conveyed by way of the Provider’s
right of subrogation plus such additional rights as are provided in respect of payments
due under such Credit Facility or Liquidity Facility.

(8) Tender Bonds purchased by the Provider constitute Provider Bonds which
will, immediately, upon receipt thereof by the Tender Agent, be registered in the name of
the Provider or its nominee and held by the Tender Agent for the benefit of the Provider.

9 To the extent amounts are due and owing the Provider under the Financial
Facility, the proceeds of the remarketing of Provider Bonds will be held by the Tender
Agent for the account of, and in trust solely for, the Provider, will not be commingled with
any other moneys held by the Tender Agent, and will be paid over immediately to the
Provider.

(10)  Prior to the release of Provider Bonds to the Remarketing Agent (provided
that the Tender Agent has received written notice that amounts available under the
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Financial Facility have been reinstated in full), the Trustee will, on the dates determined in
accordance with the Financial Facility, apply the moneys in the Remarketing Fund
established under the Bond Resolution and this Agreement to the payment of principal of,
and interest on, amounts owed to reimburse the Provider for paying a Drawing for the
Purchase Price of Tender Bonds in the manner provided in this Agreement and the
Financial Facility, but the Trustee will not draw on the Financial Facility to purchase
Provider Bonds.

(d) No Provider Bonds shall be transferred by the Provider except as Modal Bonds in
any denomination authorized for Modal Bonds of the denomination being transferred and only
as otherwise having terms herein permitted for Modal Bonds.

(e) Provider Bonds s.hall be (i) remarketed prior to any Tender-Bonds and (ii) in the
case of any redemption, redeemed prior to any other Bond.

Section 7.09. Investment of Moneys.

(a) Amounts credited to the Remarketing Fund or any Account shall be invested by
the Tender Agent at the written direction of the Finance Director in Government Obligations
maturing on such dates and in such amounts as will permit the Tender Agent to timely make the
payments required hereunder from such Fund or Account.

(1) The Finance Director may direct the Tender Agent to acquire any such
Government Obligations under agreements requiring the seller thereof to reacquire
Government Obligations on such dates and in such amount as will permit the investment
to meet the above maturity limitations /i (i) such agreements are permitted by law and (ii)
entering into such an agreement will not result in a reduction of the rating of Modal
Bonds as evidenced in writing by each Rating Agency.

(b) The Remarketing Fund and each Account shall include all investments made
with moneys therein and all interest realized thereon and proceeds of the sale or other
disposition thereof. Investments shall be valued as provided in the Bond Authorizing Resolution
for investments made thereunder.
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(c) The Tender Agent shall have no liability or responsibility for any loss resulting
from an investment made in accordance with this Section, including without limitation loss
resulting from the disposition of any Investment disposed of to provide moneys needed prior to
the date or dates indicated by the City or needed on account of any acceleration or other
requirement of early payment hereunder.

Section 7.10. No Lien or Claims.
None of the Trustee, Tender Agent, Paying Agents, Remarketing Agent, any Provider

. (other than as a Holder) nor any other Person except for Bondholders shall have any lien or
claim against any Fund or Account created pursua