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City of Detroit ¢ Mike Duggan, Mayoy

FOR RELEASE:

August 27, 2014

MEDIA CONTACTS:

Gregory Eno {313) 573-0775

Curtrise Garner (313) 701-2147

Market Response to Detroit Water & Sewerage Department Bonds Exceeds Expectations

The market for Detroit Water & Sewerage Department (DWSD) bonds far exceeded
expectations on Tuesday, August 26, 2014 in the sale of approximately $1.79 billion of bonds,
The investor demand for DWSD bonds was over four times the supply that was available.

Approximately $7.6 billion in orders were received on $1.64 billion of refinancing bonds in
addition to approximately $150 million of newly-issued bonds earmarked for sewerage system
improvements. The success of this transaction results in a net cash flow savings of nearly a
quarter billion doliars (5248.9 million) over the remaining life of the bonds. The high level of
investor orders lowered the interest rate when compared to expected savings presented by the
City’s Financial Advisor [ast week.

“Today's overwhelming response to our bond sale shows our customers that the market’s
interest in DWSD should result in greater reinvestment in the system with less reliance on
future borrowing”, DWSD Director Sue McCormick said.

There were three key factors that influenced the positive market response.

First, the approval by Judge Steven Rhodes on Monday, August 25, 2014 for this financing
transaction to proceed. The coliaborative efforts of the DWSD, the Emergency Manager Kevyn
Orr, and prior objectors to the impairment of the DWSD bonds in the bankruptcy plan of
adjustment signaled an expeditious and productive resolution of the matter.
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How will the newly-issued sewerage system improvements bonds of $150 mitlion be used?
The sewerage system bonds wilt be used to fund the DWSD five year capital improvement
program (CIP). The two largest projects, the bio-solids dryer facility and the incinerator air
quality improvement program, are multiple year projects which began construction in 2013.
The biosolids dryer facility, presently six months ahead of schedule, will generate land use
fertilizer and energy sources as a by-product of the sewage treatment process. The incinerator
air quality improvement program refurbishes DWSD’s Complex il Incinerators to achieve
compliance with new 2016 air quality regulations. As a result, Complex | incinerators which are
at the end of their useful life (50-70 years old) and are non-compliant after 2016 may then be
retired. Completion of these projects by March 2016 is critical for the DWSD to ensure
regulatory compliance outlined in its National Poliutant Discharge Elimination System (NPDES)
permit. The permit is administered by the Environmental Protection Agency (EPA) and
Michigan Department of Environmental Quality (MDEQ).

There are additional projects in the current CIP that will be funded by the new bonds, including
a sewer lining program to extend the life of those assets. The entire CiP document is available
at www.dwsd.org.

What are DWSD's new bond ratings? What were the ratings when bonds were issued in
20127
DWSD's current bond ratings, as of August 25, 2014, are shown in the table below. The

uncertainty surrounding the City of Detroit’s Chapter 9 bankruptcy resulted in rating
downgrades since the last time that DWSD issued bonds in 2012. It was important to DWSD to
realize improvements in the ratings despite the City’s present Chapter 9 status. It is notable
that all three agencies provided an upgrade, with Standards & Poor’s granting a “ten notch”
increase to investment grade status of BBB+.
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Avenda for TEFRA Hearing on August 28, 2014 at 9:00 a.m.

1. Open Hearing: This public hearing is now open. The purpose of this public hearing is to take
public comments on the proposed issuance by the City of Detroit, upon authorization from (1) the
Board of Water Commissioners of the Detroit Water and Sewerage Department and (i) Kevyn
D. Orr, emergency manager of the City of Detroit, of its Sewage Disposal System Revenue
Senior or Second Lien Bonds, Series 2014,

2. Notice of this hearing was published in the Detroit News and Detroit Free Press on

Z.

August 13, 2014, and a copy of the notice is attached as Exhibit A.

3. The proceeds of the Bonds will be used to finance the costs of acquiring, constructing,
equipping and installing a biosolids dryer facility and sewage sludge incinerator air quality
control improvements including related enginecering, legal and financing costs. The Project will
be located at 9300 West Jefferson Avenue, Detroit. Michigan.

4. Ask for written comments, if any

5. Take public comment, if any

6. Close Hearing
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Exhibit A

TEFRA Notice as Published
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NOTICE OF PUBLIC HEARING BEFORE THE CITY OF DETROIT,
MICHIGAN ON THE ISSUANCE OF (i) SEWAGE DISPOSAL SYSTEM REVENUE SENIOR LIEN
BONDS OF THE CITY OF DETROIT, AND/OR (i) SEWAGE DISPOSAL SYSTEM REVENUE SRF
JUNIOR LIEN BONDS OF THE CITY OF DETROIT (COLLECTIVELY, THE “BONDS”™)

The City of Detroit, Michigan and the Detroit Water and Sewerage Department (the “DWSD™)
will hold a public hearing at 9:00 a.m. on August 28, 2014 in the Board of Water Commissioners
Board Room, on the Fifth floor of the offices of the Detroit Water and Sewerage Department,
735 Randoiph, Detroit, Michigan 48226 regarding the issuance of one or more series of qualified
private activity bonds. The Bonds will be issued by the City of Detroit (the “Issuer”) and the
proceeds of the Bonds will be used to finance the costs of acquiring, constructing, equipping and
installing a biosolids dryer facility and sewage sludge incinerator air quality control
improvements (collectively, the “Project™), including related engineering, legal and financing
costs. The Project will be located at 9300 West Jefferson Avenue, Defroit, Michigan. The
BOWC principal offices are located at 735 Randolph, Detroit, Michigan 48226,

The Project will be owned by the Issuer and will be subject to (i) a Design-Build-Operate-
Maintain Contract with New England Fertilizer Corapany, and (ii) a Design-Build Contract with
Walsh Construction Company. The Bonds are proposed to be issued in one or more series in an
aggregate principal amount of not to exceed one hundred eighty one mitlion dollars

{$181,000,000).

The Bonds will be revenue bonds issued under 1933 Michigan Public Act 94, payable solely
from the specific revenues from the sewage disposal system pledged for the repayment of the
Bonds. The Bonds will not constitute general obligations of the City of Detroit, the DWSD, the
State of Michigan or any political subdivision of the State of Michigan within the meaning of
any constitutional or statutory provision and will not constitute or give rise to a charge against
the general credit of the City of Detroit, the DWSD, the State of Michigan or any potitical
subdivision of the State of Michigan. The DWSD has no taxing power.

The hearing shall provide a reasonable opportunity for expression of opinion, for argument on
the merits and for introduction of documentary evidence pertinent to the nature and location of
the Project and the proposed issuance of the Bonds. Written comments will be accepted by the
DWSD, but must be received on or before the time and date of the hearing.

Dated: August 13, 2014
Nicoletie N. Bateson, CPA

Chief Financial Officer

Detroit Water and Sewerage Department
735 Randolph

Detroit, Michigan 48220

LANOIN360169.1
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