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DISCLOSURE STATEMENT, DATED FEBRUARY 21, 2014
SOLICITATION OF VOTES WITH RESPECT TO
PLAN FOR THE ADJUSTMENT OF DEBTS OF THE CITY OF DETROIT, MICHIGAN

The City of Detroit ('"'Detroit" or the "City') believes that the Plan for the Adjustment of Debts of the City
of Detroit (the "Plan') attached as Exhibit A to this Disclosure Statement (this "Disclosure Statement") is in the
best interests of creditors. All creditors entitled to vote thereon are urged to vote in favor of the Plan. A summary
of the voting instructions is set forth beginning on page 110 of this Disclosure Statement. Additional instructions are
contained on the ballots distributed to the creditors entitled to vote on the Plan. To be counted, your ballot must be
duly completed, executed and received by the City at or before [4]:00 p.m., Eastern Time, on [ 1, 2014
(the "Voting Deadline'), unless the Voting Deadline is extended.

The effectiveness of the proposed Plan is subject to material conditions precedent, some of which may not
be satisfied. See Section V.D.1. There is no assurance that these conditions will be satisfied or waived.

All capitalized terms used in this Disclosure Statement and not otherwise defined herein shall have the meanings
given to them in the Plan.

This Disclosure Statement is the only document that the Bankruptcy Court has approved for use in connection with
the solicitation of votes on the Plan. No entity is authorized by the City to give any information or to make any
representation other than as contained in this Disclosure Statement and the exhibits attached hereto or incorporated by
reference or referred to herein in connection with the Plan or the solicitation of acceptances of the Plan. Information or
representations derived from any other source may not be relied upon as having been authorized by the City.

ALL CREDITORS ENTITLED TO VOTE ON THE PLAN ARE ENCOURAGED TO READ AND
CAREFULLY CONSIDER THIS ENTIRE DISCLOSURE STATEMENT, INCLUDING THE PLAN ATTACHED
AS EXHIBIT A AND THE RISK FACTORS DESCRIBED UNDER SECTION XII, PRIOR TO SUBMITTING
BALLOTS IN RESPONSE TO THIS SOLICITATION.

The summaries of the Plan and other documents contained in this Disclosure Statement are qualified by reference
to the Plan itself, the exhibits and supplemental documents thereto (collectively, the "Plan Supplement Documents") and
documents described therein as Filed prior to approval of this Disclosure Statement. In the event that any inconsistency or
conflict exists between this Disclosure Statement and the Plan, the terms of the Plan will control. Except as otherwise
indicated, the City will File all Plan Supplement Documents with the United States Bankruptcy Court for the Eastern
District of Michigan (the "Bankruptcy Court") and make them available for review on the Document Website
(www.kccllc.net/detroit) prior to the Confirmation Hearing; provided, however, that (a) exhibits relating to the assumption
and rejection of Executory Contracts and Unexpired Leases under the Plan will be filed no later than seven calendar days
prior to the Voting Deadline and (b) other key exhibits to the Plan will be either (i) included in any solicitation materials
distributed to Holders of Claims in Classes entitled to vote to accept or reject the Plan or (ii) Filed as a supplement to the
Plan no later than seven calendar days prior to the Voting Deadline.

This Disclosure Statement contains, among other things, descriptions and summaries of provisions of the Plan.
The City reserves the right to modify the Plan consistent with section 942 of title 11 of the United States Code
(the "Bankruptcy Code"), Rule 3019 of the Federal Rules of Bankruptcy Procedure (the "Bankruptcy Rules") and other
applicable law.

The statements contained in this Disclosure Statement are made as of the date of this Disclosure Statement, and
there can be no assurance that the statements contained herein will be correct at any time after this date. The information
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contained in this Disclosure Statement, including the information regarding the history and operations of the City and any
financial information regarding the City, is included for the purpose of soliciting acceptances of the Plan. As to contested
matters, adversary proceedings or any other litigation, the statements made in this Disclosure Statement are not to be
construed as admissions or stipulations, but rather as statements made in settlement negotiations as part of the City's
attempt to settle and resolve its Liabilities pursuant to the Plan. This Disclosure Statement shall not be admissible in any
non-bankruptcy proceeding, nor shall it be construed to be conclusive advice on the tax, securities or other legal effects of
the Plan as to any party, including any Holder of a Claim against the City. Except where specifically noted, the financial
information contained in this Disclosure Statement and in its Exhibits has not been audited by a certified public accountant
and may not have been prepared in accordance with standards promulgated by the Government Accounting Standards
Board or generally accepted accounting principles in the United States.

FORWARD-LOOKING STATEMENTS

This Disclosure Statement contains forward-looking statements based primarily on the current expectations of the
City and projections about future events and financial trends affecting the financial condition of the City and its assets.
The words "believe," "may," "estimate," "continue," "anticipate,” "intend," "expect" and similar expressions identify these
forward-looking statements. These forward-looking statements are subject to a number of risks, uncertainties and
assumptions, including those described below under the caption "Risk Factors" in Section XII. In light of these risks and
uncertainties, the forward-looking events and trends discussed in this Disclosure Statement may not occur, and actual
results could differ materially from those anticipated in the forward-looking statements. The City does not undertake any
obligation to update or revise publicly any forward-looking statements, whether as a result of new information, future

events or otherwise.

This Disclosure Statement has not been approved or disapproved by the United States Securities and
Exchange Commission (the "SEC'"), any state securities commission or any securities exchange or association nor
has the SEC, any state securities commission or any securities exchange or association passed upon the accuracy or
adequacy of the statements contained herein.
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L
INTRODUCTION

The City, as the debtor in the above-captioned chapter 9 case pending before the United States Bankruptcy Court,
has prepared this Disclosure Statement to solicit votes of creditors to accept the Plan proposed by the City. A copy of the
Plan is attached as Exhibit A to this Disclosure Statement.

This Disclosure Statement contains information regarding the City's prepetition operating and financial history,
significant events leading up to the commencement of the City's chapter 9 case, significant events that have occurred during
the City's chapter 9 case and the restructuring transactions that will take place if the Plan is confirmed and becomes
effective. This Disclosure Statement also describes the terms and conditions of the Plan, including certain effects of
Confirmation of the Plan, certain risk factors (including those associated with securities to be issued under the Plan) and the
manner in which Distributions will be made under the Plan. In addition, this Disclosure Statement describes the Plan
Confirmation process and the voting procedures that Holders of Claims entitled to vote on the Plan must follow for their
votes to be counted.

On | ], 2014, the Bankruptcy Court entered an order approving this Disclosure Statement as containing
"adequate information," i.e., information of a kind and in sufficient detail to enable a hypothetical reasonable investor
typical of the Holders of Claims to make an informed judgment about the Plan. THE BANKRUPTCY COURT'S
APPROVAL OF THIS DISCLOSURE STATEMENT CONSTITUTES NEITHER A GUARANTY OF THE
ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED HEREIN NOR AN ENDORSEMENT OF
THE MERITS OF THE PLAN BY THE BANKRUPTCY COURT.

A. Parties Entitled to Vote on the Plan

Under the provisions of the Bankruptcy Code, not all creditors are entitled to vote on a chapter 9 plan. Creditors
whose Claims are not impaired by a plan are deemed to accept the plan under section 1126(f) of the Bankruptcy Code and
are not entitled to vote. In addition, creditors whose claims are impaired by a plan and who will receive no distribution
under such plan also are not entitled to vote because they are deemed to have rejected the plan under section 1126(g) of the
Bankruptcy Code. For a discussion of these matters, see Section VII, "Voting Requirements" and Section VIII,
"Confirmation of the Plan."

The following sets forth which Classes are entitled to vote on the Plan and which are not:

. The City is not seeking votes from the Holders of Claims in Classes 2A (Secured GO Series 2010
Claims), 2B (Secured GO Series 2010(A) Claims), 2C (Secured GO Series 2012(A2) Claims), 2D
(Secured GO Series 2012(A2-B), 2E (Secured GO Series 2012(B) Claims), 2F (Secured GO
Series 2012(B2) Claims), 3 (Other Secured Claims), 4 (HUD Installment Notes Claims) and 6 (Parking
Bond Claims) because the City believes those Claims are not impaired by the Plan. Pursuant to section
1126(f) of the Bankruptcy Code, Holders of these Claims are conclusively presumed to have accepted the
Plan. Accordingly, Holders of Claims in classes 2A, 2B, 2C, 2D, 2E, 2F, 3, 4 and 6 will not have the
right to vote with respect to the Plan.

. Holders of Claims in Class 15 (Subordinated Claims) will be impaired under the Plan. Because the City
does not anticipate that such Holders will receive any Distributions pursuant to the Plan, and consistent
with the language of section 1126(g) of the Bankruptcy Code, each Holder of a Claim in Class 15 will be
deemed to have rejected the Plan. Accordingly, Holders of Class 15 Claims will not have the right to
vote with respect to the Plan.

. The City is seeking votes from the Holders of Allowed Claims in Class 1A (DWSD Class A Water
Claims), Class 1B (DWSD Class B Water Claims), Class 1C (DWSD Class A Sewer Claims), Class 1D
(DWSD Class B Sewer Claims), Class 1E (DWSD Revolving Sewer Bonds Claims), Class 1F (DWSD
Revolving Water Bonds Claims, Class 7 (Limited Tax General Obligation Bond Claims), Class 8
(Unlimited Tax General Obligation Bond Claims), Class 9 (COP Claims), Class 10 (PFRS Claims),
Class 11 (GRS Claims), Class 12 (Downtown Development Authority Claims), Class 13 (Other
Unsecured Claims) and Class 14 (Convenience Claims) because those Claims are impaired under the Plan,
and the Holders of Allowed Claims in such Classes are receiving a distribution under the Plan on account
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of such Allowed Claims. The Holders of such Claims will have the right to vote to accept or reject the
Plan.

The treatment of Claims in Class 5 (Cop Swap Claims) is to be determined.

IF YOU ARE RETIRED FROM THE CITY OF DETROIT AND ARE RECEIVING A PENSION,
OR ARE AN ACTIVE EMPLOYEE ENTITLED TO A PENSION UPON YOUR RETIREMENT,
OR ARE RECEIVING RETIREE HEALTH BENEFITS FROM THE CITY, YOU ARE A
HOLDER OF EITHER A CLASS 10 OR CLASS 11 CLAIM AND YOU ARE ENTITLED TO
VOTE ON THIS PLAN OF ADJUSTMENT.

For a detailed description of the Classes of Claims and their treatment under the Plan, see Section 11, "Summary of
Classification and Treatment of Claims Under the Plan."

B. Solicitation Package

The package of materials (the "Solicitation Package") to be sent to Holders of Claims entitled to vote on the Plan

will contain:

1.

A cover letter describing: (a) the contents of the Solicitation Package; (b) the contents of any enclosed
CD or DVD (a "Disk") and instructions for use of the Disk; and (c) information about how to obtain, at
no charge, paper copies of any materials provided on the Disk.

A paper copy of the notice of the Confirmation Hearing (the "Confirmation Hearing Notice").

For retirees, a notice providing a clear, concise summary of (a) the process for obtaining approval of the
Plan; (b) the likely effect of the Plan on retiree pension and other post-employment benefits; and
(¢) instructions on how to vote on the Plan.

The Disclosure Statement together with the exhibits thereto, including the Plan, that have been Filed with
the Bankruptcy Court before the date of the mailing. This Disclosure Statement and the Plan, including
exhibits, total well over 400 pages in length. To reduce the costs of printing and mailing such a
voluminous document, the City may, but is not required to, serve the Disclosure Statement and the Plan
(including exhibits) via Disk instead of in printed format. In addition to the service procedures outlined
above (and to accommodate creditors who wish to review exhibits not included in the Solicitation
Packages in the event of paper service): (a) the Plan, the Disclosure Statement and, once they are filed,
all exhibits to both documents will be made available at no charge via the internet at
http://www.kccllc.net/detroit (the "Document Website"); and (b) the City will provide parties in interest
(at no charge) with paper copies of the Plan and/or Disclosure Statement upon written request.

A letter from the City recommending that creditors vote to accept the Plan.

For Holders of Claims in voting Classes, an appropriate form of Ballot, instructions on how to complete
the Ballot and a Ballot return envelope and such other materials as the Bankruptcy Court may direct
(Ballots are provided only to Holders of Claims in Class 1A (DWSD Class A Water Claims),
Class 1B (DWSD Class B Water Claims), Class 1C (DWSD Class A Sewer Claims), Class 1D (DWSD
Class B Sewer Claims), Class 1E (DWSD Revolving Sewer Bonds Claims), Class 1F (DWSD Revolving
Water Bonds Claims, Class 7 (Limited Tax General Obligation Bond Claims), Class 8 (Unlimited Tax
General Obligation Bond Claims), Class 9 (COP Claims), Class 10 (PFRS Claims), Class 11 (GRS
Claims), Class 12 (Downtown Development Authority Claims), Class 13 (Other Unsecured Claims) and
Class 14 (Convenience Claims), i.e., the Classes of Claims that are entitled to vote on the Plan).
For Retiree Creditors, paper worksheets that may be used to calculate the pension benefits that will be
provided under the Plan and under a settlement with the City and the State that Holders of Pension
Claims may elect under the Plan.

-

13-53846-swr Doc 2709 Filed 02/21/14 Entered 02/21/14 10:59:50 Page 16 of 440



C. Voting Procedures, Ballots and Voting Deadline
If you are entitled to vote to accept or reject the Plan, a Ballot is enclosed for the purpose of voting on the Plan.

After carefully reviewing: (1) the Plan; (2) this Disclosure Statement; (3) the order entered by the Bankruptcy
Court (Docket No. [__]) (the "Disclosure Statement Order") that, among other things, established procedures for voting on
the Plan, scheduled a hearing to consider Confirmation of the Plan (the "Confirmation Hearing") and set the Voting
Deadline and the deadline for objecting to Confirmation of the Plan; and (4) the detailed instructions accompanying your
Ballot, please indicate your acceptance or rejection of the Plan by voting in favor of or against the Plan. For your vote to be
counted, you must complete and sign your original Ballot (copies will not be accepted) and return it so that it is actually
received at either of the addresses set forth below by the Voting Deadline.

Each Ballot has been coded to reflect the Class of Claims it represents. Accordingly, in voting to accept or reject
the Plan, you must use only the coded Ballot or Ballots sent to you with this Disclosure Statement. To be counted, all
Ballots must be properly completed in accordance with the voting instructions on the Ballot and received no later than the
Voting Deadline (i.e., [ 1, 2014 at 5:00 p.m. (Eastern Time)) via regular mail, overnight courier or personal
delivery at the following address: City of Detroit Ballot Processing Center, c¢/o Kurtzman Carson Consultants LLC, 2335
Alaska Avenue, El Segundo, California 90245. Ballots may not be submitted by facsimile or electronic mail, and any
Ballots submitted by facsimile or electronic mail will not be accepted or counted. Ballots sent to any other address will not
be counted.

If you are a Holder of a Claim who is entitled to vote on the Plan as set forth in the Disclosure Statement Order
and did not receive a Ballot, received a damaged Ballot or lost your Ballot, or if you have any questions concerning the
Disclosure Statement, the Plan, the Ballot or the procedures for voting on the Plan, please contact Kurtzman Carson
Consultants LLC (the "Balloting Agent"): (1) by telephone (a) for U.S. and Canadian callers toll-free at 877-298-6236 and
(b) for international callers at +1 310-751-2658; or (2) in writing at City of Detroit c/o Kurtzman Carson Consultants LLC,
2335 Alaska Avenue, El Segundo, California 90245.

FOR FURTHER INFORMATION AND INSTRUCTIONS ON VOTING TO ACCEPT OR REJECT THE PLAN,
SEE SECTION VII, "VOTING REQUIREMENTS."

Before voting on the Plan, each creditor should read this Disclosure Statement, the Plan, the Disclosure Statement
Order, the Confirmation Hearing Notice and the instructions accompanying the Ballots. These documents contain
important information concerning how Claims are classified for voting purposes and how votes will be tabulated.

D. Plan Supplement Documents

The City will separately file copies of all Plan Supplement Documents with the Bankruptcy Court prior to the
Confirmation Hearing; provided, however, that (1) exhibits relating to the assumption and rejection of Executory Contracts
and Unexpired Leases pursuant to the Plan will be filed no later than seven calendar days prior to the Voting Deadline and
(2) other key exhibits to the Plan (as detailed in the definition of Plan Supplement Documents in the Plan) will be either
(a) included in any solicitation materials distributed to Holders of Claims in Classes entitled to vote to accept or reject the
Plan or (b) Filed as a supplement to the Plan no later than seven calendar days prior to the Voting Deadline. All Plan
Supplement Documents will be made available on the Document Website once they are Filed. The City reserves the right
to modify, amend, supplement, restate or withdraw any of the Plan Supplement Documents after they are Filed and shall
promptly make such changes available on the Document Website.

E. Confirmation Hearing and Deadline for Objections to Confirmation

The Bankruptcy Code requires the Bankruptcy Court, after notice, to hold a hearing on whether the City has
fulfilled the confirmation requirements of sections 943 and 1129 of the Bankruptcy Code. The Confirmation Hearing has
been scheduled for [ 1, 2014 at [ ], Eastern Time, before the Honorable Steven W. Rhodes, United States
Bankruptcy Judge for the Eastern District of Michigan, in [courtroom and address]. The Confirmation Hearing may be
adjourned from time to time by the Bankruptcy Court without further notice, except for an announcement of the adjourned
date made at the Confirmation Hearing or at any subsequent adjourned Confirmation Hearing.

Any objection to Confirmation must (1) be in writing, (2) state the name and address of the objecting party and the
nature of the Claim of such party and (3) state with particularity the basis and nature of such objection. Any such
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objections must be Filed and served upon the persons designated in the Confirmation Hearing Notice in the manner and by
the deadline described therein.

II.

SUMMARY OF CLASSIFICATION
AND TREATMENT OF CLAIMS UNDER THE PLAN

The following Plan summary is a general overview only, which is qualified in its entirety by, and should be read in
conjunction with, the more detailed information appearing elsewhere in this Disclosure Statement and the Plan.

A. Overview
1. Introduction to the Plan

The Plan provides for the resolution of a variety of complex financial and operational issues faced by the City.
The adjustment of the City's debts pursuant to the Plan will provide the greatest recovery for creditors of the City, while
simultaneously allowing for meaningful and necessary investment in the City. The Plan contemplates the City's emergence
from chapter 9 this year and represents a crucial step toward the City's rehabilitation and recovery from a decades-long
downward spiral.

The Plan includes settlements that will inure to the benefit of the City's creditors and its residents. The City settled
controversial and sensitive issues relating to the Detroit Institute of Arts (the "DIA"), which settlement is expected to yield
at least $465 million to provide a source of recovery for the approximately 33,000 individuals who participate in the City's
retirement systems — the General Retirement System and the Police and Fire Retirement System (together, the "Retirement
Systems") — and negotiated a settlement with the State of Michigan (the "State") that Holders of Pension Claims may, in
certain circumstances, elect to accept.

Except in the case of subordinated Claims, the Plan provides a recovery to all classes of Claims. The Plan also
allows for critical and meaningful investment in the City of approximately $1.5 billion over ten years in order to, among
other things: (1) provide (and improve) basic, essential services to City residents; (2) attract new residents and businesses
to foster growth and redevelopment; (3) reduce crime; (4) demolish blighted and dangerous properties; (5) provide
functional streetlights that are aligned with the current population footprint; (6) improve information technology systems,
thereby increasing efficiency and decreasing costs; and (7) otherwise set the City on a path toward a better future.

The City believes that the Plan gives the City the best chance of effectively adjusting its debts and reestablishing
itself as a prosperous and productive American city. All creditors entitled to vote are encouraged to vote in favor of the
Plan.

2. Special Information Regarding Pension Claims

THE PLAN, AND THE TREATMENT OF ALLOWED PENSION CLAIMS IN THE PLAN, ASSUME THE
EXISTENCE AND THE IMPLEMENTATION OF THE DIA SETTLEMENT AND THE RECEIPT OF THE FULL
AMOUNTS OF THE STATE GRS CONSIDERATION AND THE STATE PFRS CONSIDERATION. IF THE DIA
SETTLEMENT DOES NOT, IN FACT, OCCUR, OR IF THE FULL AMOUNTS OF THE STATE GRS
CONSIDERATION AND THE STATE PFRS CONSIDERATION ARE NOT, IN FACT, RECEIVED, THEN THE
TREATMENT OF ALLOWED PENSION CLAIMS IN CLASSES 10 AND 11 WILL BE MATERIALLY WORSE
THAN (AND COMMENSURATELY REDUCED BELOW) THE TREATMENT PROVIDED FOR IN THE PLAN. THE
TREATMENT OF ALLOWED CLAIMS IN CLASSES 10 AND 11, AND THE SOURCES OF FUNDING FOR SUCH
TREATMENT, ARE DISCUSSED BELOW.

In connection with the Bankruptcy Court's determination that the City is eligible to be a debtor under chapter 9 of
the Bankruptcy Code, numerous City retirees, employees, their representatives and other parties, including the Attorney
General of the State of Michigan, advanced the argument that the Bankruptcy Court may not impair pension benefits
because they are protected under Article IX, Section 24 (the "Pensions Clause") of Michigan's State Constitution of 1963
(the "Michigan Constitution"). As more fully described in Section IV.C, however, on December 3, 2013, the Bankruptcy
Court ruled that the federal Bankruptcy Code authorizes the City to impair its pension obligations, notwithstanding the
Pensions Clause. Several objectors have appealed that ruling.
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The Plan provides that, on the Effective Date, the City will assume the obligations related to the already accrued
benefits under the GRS pension plan and the PFRS pension plan as those benefits will have been modified in the Plan. This
means that the City will not seek to terminate the GRS or the PFRS. The City will continue to retain the responsibility to
fund all amounts necessary to provide the adjusted (reduced) pension benefits to its employees and retirees who will have
accrued benefits in either of the GRS or PFRS pension plans as of the Effective Date, although the City's contributions will
be fixed during the period ending June 30, 2023. Thereafter, the City will be required to contribute all amounts necessary
to fund the modified accrued pensions regardless of the actual future investment performance of the pension plan assets.

In the past, the Retirement Systems engaged in a variety of practices that contributed considerably to the
underfunding of the pension plans, particularly with respect to the GRS pension plan. As more fully discussed in
Section II1.B.5, these practices included: (a) consuming pension fund assets to pay promised returns under the separate
"annuity savings plan," (b) dissipating pension fund assets during the years when returns on investment exceeded
expectations through the so-called "13th check" program, (c¢) deferring required pension fund contributions from the City
each year and financing the deferred amounts at a rate of 8%. Serious allegations also have been made that various former
officials of the Retirement Systems accepted bribes and/or misappropriated assets of the Retirement Systems for their own
personal gain. In addition, the Retirement Systems have made many poor investments that have reduced the funded status
of the two pension plans. Finally, it appears that a large portion of the assets of the respective Retirement Systems is
invested in alternative investments for which no recognized market valuation exists. As of June 30, 2013, approximately
24% of PFRS assets and 33% of GRS assets had estimated, rather than readily ascertainable, market values.

As a result of, among other things, these past practices, each of the GRS and the PFRS the underfunded. Each of
the Retirement Systems has reported unfunded actuarial accrued liabilities ("UAAL") that are substantially lower than the
amounts disclosed by the City in the List of Claims. In particular, as of June 30, 2012, the GRS reported that it was 77.0%
funded with a UAAL of $837.7 million out of $3.644 billion in accrued liabilities. As of June 30, 2012, the PFRS reported
that it was 96.2% funded with a UAAL of $147.2 million out of $3.823 billion in accrued liabilities. Thus, based on
actuarial assumptions and methods employed by the Retirement Systems prior to the commencement of the chapter 9 case,
the estimated UAAL as of the end of Fiscal Year 2012 for both Retirement Systems combined was $984.9 million.

The City believes that the UAAL figures reported by the Retirement Systems were substantially understated
because they were based upon various actuarial assumptions and methods that served to substantially understate the
Retirement Systems' UAAL. The assumptions and methods included: (a) annual net rates of return on investments (GRS —
7.9%; PFRS — 8.0%) that were unrealistic in light of the Retirement Systems' demographics, the targeted mix of the
Retirement Systems' assets and the inability of the City to budget for and fund pension investment loss in the event the
sought-after returns were not achieved; (b) the "smoothing" (reallocation over a period of years) of asset gains and losses
over a seven year period, which masks the funding shortfall; and (c) the use of 29 year (PFRS) and 30-year (GRS)
amortization periods for funding UAAL — which is applied anew each year to the full amount of unfunded liability — that
allows unfunded liabilities to continue to grow rapidly as a result of compounding.

In the List of Claims, the City set forth what it believes is a more realistic total UAAL for the Retirement Systems
of $3.474 billion, consisting of $2.037 billion in UAAL owed to the GRS and $1.437 billion in UAAL owed to the PFRS.
As set forth in the Declaration of Charles M. Moore in Support of City of Detroit, Michigan's Statement of Qualifications
Pursuant to Section 109(c) of the Bankruptcy Code (Docket No. 13), which was filed on the Petition Date, the City's
actuary, Milliman Inc., calculated this UAAL figure merely by substituting the estimated market value of the Retirement
Systems' assets for their actuarial value and using a more achievable assumed rate of return of 7.0% instead of the rates of
return of 7.9% or 8.0% assumed by the Retirement Systems. If one were to apply even more realistic assumed rates of
return of 6.25% for GRS and 6.50% for PFRS, respectively, the UAAL totals increase to $2.299 billion for the GRS, and
$1.588 billion for the PFRS, as of the end of Fiscal Year 2012

To reduce the risk that the City has experienced from the past investment and discretionary benefit allowance
practices of the GRS and PFRS pension funds, which contributed to the current underfunding in each of the pension funds,
and to ensure that pension funding obligations do not impair the crucial Plan objective of assuring that the City will have
sufficent funds to operate and to improve infrastructure and public safety, the City has developed the following pension
restructuring approach: (a) the City has set a goal of achieving a 70% and 75% funded status for GRS and PFRS,
respectively each pension plan by June 30, 2023 (based on the market value of assets, not a smoothed value of assets);
(b) the City has determined the cash contributions it can reasonably afford to make to each pension plan during the period
ending June 30, 2023; and (c) the City has utilized a conservative investment return rate for each pension plan (discussed
below). Based on these parameters, which were chosen to achieve predictable pension contributions over the long term and
sufficient pension funding to provide benefits as modified, and to align the City's required future cash contributions to the
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plans with its reasonably projected revenues, the City has determined what pension benefit cuts are necessary from the
participants in each pension plan.

Specifically, the calculation of the aggregate amount of the Allowed PFRS Claims in Class 10 utilizes, among
other assumptions, a 6.50% discount rate to value liabilities and a 6.50% investment return rate for future growth of assets.
This investment return rate is less than the net 8% investment return rate historically utilized by PFRS in calculating the
actuarial underfunding of the PFRS pension plan. The calculation of the aggregate amount of the Allowed GRS Claims in
Class 11 utilizes, among other assumptions, a 6.25% discount rate to value liabilities and a 6.25% investment return rate for
future growth of assets. This investment return rate is less than the net 7.9% investment return rate historically utilized by
GRS in calculating the actuarial underfunding of the GRS pension plan. In both cases, the City has utilized the lower rate
as a measure to ensure that both GRS and PFRS utilize prudent and conservative investment policies going forward to
protect the assets in both pension plans from unnecessary and imprudent risk of depletion to the detriment of the plan
beneficiaries and also to insulate the City — given its extremely limited cash resources — from unforeseen and unbudgeted
increases in required future contributions to the pension plans that could cause the City to experience budget deficits in the
future. The use of these investment return assumptions is consistent with the trend by governmental entities to reduce
pension funding assumptions, and the particular rates used in the Plan — although lower than most jurisdictions —
nonetheless align with the unique financial inability of the City to weather unanticipated pension investment loss. These
conservative assumptions are also appropriate given the large percentage of investments held by the pension funds that do
not have a readily determinable market value and the uncertainty to actual asset values held by the pension plans as a result.

Based on the City's projected cash flows, as more fully discussed in Section XI and Exhibits I and J, there is
insufficient funding generated solely by projected City revenues in the first 10 years after the Effective Date to provide the
returns to all creditors — including Holders of GRS Pension Claims and PFRS Pension Claims — that are contemplated in the
Plan. Asnoted above, the Plan, and the treatment of Allowed GRS Claims and Allowed PFRS Claims
(together, the "Allowed Pension Claims"), assume the existence and the implementation of the DIA Settlement and the
receipt of the full amounts of the State GRS Consideration and the State PFRS Consideration, all of which amounts are
assumed to be paid in equal installments over 20 years. If the DIA Settlement does not occur, or if the full amounts of the
State GRS Consideration and the State PFRS Consideration are not received, then the recoveries on account of all
Unsecured Claims, including Pension Claims, will be materially diminished. See Comparison below.

Because the Plan assumes the existence of the DIA Settlment, and the State settlement funds, the Plan assumes
that, through June 30, 2023, the sole sources of funding for Allowed Pension Claims in Classes 10 and 11 consist of:
(a) for PFRS, $175 million from the DIA Settlement and all of the State PFRS Consideration; and (b) for GRS, amounts
received on an accelerated basis from DWSD for its portion of the GRS pension plan underfunding and $50 million from
the DIA Settlement. There is no funding available to the pension funds from the City's General Fund through
June 30, 2023. Instead, any excess cash not required for City operations in this time frame will be utilized for reinvestment
in City services and payments to the Holders of Allowed Unsecured Claims in Classes 7, 9, 12, 13 and 14. For the 10
years following June 30, 2023, the Plan assumes that the sources of funding for Allowed Pension Claims in Classes 10 and
11 consist of: (a) for PFRS, amounts received from the DIA Settlement and from the City's General Fund; and (b) for GRS,
amounts received from the DIA Settlement and the State GRS Consideration as well as amounts from the City's General
Fund. Importantly, the Plan assumes that DWSD will accelerate, or prefund, the majority of its full allocable share of the
GRS UAAL such that, after the initial 10 year period through June 30, 2023 is completed and the unused DIA Settlement
and State settlement moneys are received by the GRS, DWSD will have very small contributions, if any, to make to the
GRS. The City believes that such prefunding is consonant with applicable state and local law that permits DWSD to be
charged, and pay directly to the GRS, its allocable share of the periodic contributions required to be made to the GRS as a
cost and expense of operating the City's water and sewer systems. Although DWSD will be prefunding most or all of its
full allocable share of the City's GRS pension funding obligations (i.e., funding the majority of such share over 10 years
instead of a longer period), it will not be funding any more than its full actual, allocable share of the GRS UAAL.
If DWSD can not prefund its actual allocable share to the GRS pension fund, then the cuts to GRS pension beneficiaries
would have to be higher than those contemplated in the Plan.

Funding of the City's obligations to the GRS and PFRS pension plans after year 2033 will come from the City's
General Fund.

If the pension plan contribution amounts through June 30, 2023 are not approved as part of confirming the
Plan, then the cuts to accrued pension benefits will be significantly greater than the cuts assumed in the Plan.
See Comparison below.
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Holders of PFRS Pension Claims and GRS Pension Claims will generally receive the following amounts:
(a) PFRS Pension Claim Holders

Retired Beneficiaries. A Holder of a PFRS Pension Claim who is retired from the City, or disabled, or who is a
surviving beneficiary and is drawing a monthly pension from PFRS will have his or her pension reduced by an estimated
10%, and will receive a monthly pension equal to an estimated 90% of the amount currently being received. In addition,
such Holder will not receive the value of any future cost of living allowances — also known as COLA payments — to his or
her monthly pension. If such a Holder were to agree to enter into a timely settlement with the City and the State of
Michigan, the reduction to such Holder's monthly pension would be reduced by an estimated 4% and such Holder
would receive a monthly pension equal to an estimated 96% of the current monthly amount, with no future COLA
payments.

Active Beneficiaries. A Holder of a PFRS Pension Claim who is an active employee of the City and who has
accrued a pension from PFRS as of July 1, 2014 will have such accrued pension frozen and then reduced by an estimated
10%. In addition, he or she will not receive COLA payments. If such Holder were to agree to enter into a timely
settlement with the City and the State of Michigan, the reduction to the pension that will be earned as of July 1, 2014
will be an estimated 4%, and the Holder will receive a monthly pension at retirement equal to an estimated 96% of the
amount earned as of July 1, 2014 with no COLA payments. Moreover, in the event the unfunded liabilities of the PFRS
for the Fiscal Year ending June 30, 2014 exceed the unfunded PFRS liabilities as of June 30, 2013, active employees who
are Holders of PFRS Pension Claims will have their monthly pension amounts further reduced to take account of the
increase in the unfunded liabilities.

These reductions for both retired beneficiaries and active beneficiaries will remain in effect for the 10-year period
ending June 30, 2023. If, during this 10-year period, the returns on PFRS' invested assets, other actuarial experience or
other contributions result in an improvement to the funding level (based on the market value of assets) of PFRS so that
PFRS is projected to have a funding level of more than 80% by June 30, 2023 (based on the market value of assets),
modified accrued benefits reduced as described herein may be restored, but only by an amount such that, when taking into
account the value of the restored benefits, PFRS will still have a projected 80% funding level.

(b) GRS Pension Claim Holders

Retired Beneficiaries. A Holder of a GRS Pension Claim who is retired from the City, or disabled, or a surviving
beneficiary, and is drawing a monthly pension from GRS will have such pension reduced by an estimated 34%, and will
receive a monthly pension equal to an estimated 66% of the amount currently being received. In addition, such Holder will
lose eligibility for, and will not receive the value of, any future cost of living allowances — also known as COLA payments
— to his or her monthly pension. If such a Holder were to agree to enter into a timely settlement with the City and the
State of Michigan, such Holder's monthly pension would be reduced by an estimated 26% and he or she would receive a
monthly pension equal to an estimated 74% of the current monthly amount, with no future COLA payments.

Active Beneficiaries. A Holder of a GRS Pension Claim who is an active employee of the City and who has
accrued a pension from the GRS as of July 1, 2014, will have such accrued pension frozen and then reduced by an
estimated 34% and will not receive COLA payments. If such Holder were to agree to enter into a timely settlement with
the City and the State of Michigan, the reduction to the pension that will be earned as of July 1, 2014 would be 26 %, and
such Holder will receive a monthly pension at retirement equal to an estimated 74% of the amount earned as of
July 1, 2014, with no COLA payments. Moreover, in the event the unfunded liabilities of the GRS for the Fiscal Year
ending June 30, 2014 exceed the unfunded GRS liabilities as of June 30, 2013, active employees who are Holders of GRS
Pension Claims will have their monthly pension amounts further reduced to take account of the increase in the unfunded
liabilities.

Allocations to the Annuity Savings Fund Accounts over and above the actual rates of return during the period
beginning January 1, 1999 and ending December 31, 2012 ("Excess Allocations") may be applied to reduce (i) Annuity
Savings Fund Accounts of active employees who are Holders of GRS Pension Claims and (ii) the monthly pension amounts
of current retirees who are Holders of GRS Pension Claims. The pension reductions for GRS Pension Claim Holders
described herein, however, will be lower in the event that the GRS pension plan recovers Excess Allocations to the Annuity
Savings Fund.
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These reductions for both retired beneficiaries and active beneficiaries will remain in effect for the 10-year period
ending June 30, 2023. If, during this 10 year period, the returns on GRS' invested assets, other actuarial experience or other
contributions result in an improvement of the funding level (based on the market value of assets) of GRS so that GRS is
projected to have a funding level of more than 80% by June 30, 2023 (based on the market value of assets), modified
accrued benefits reduced as described herein may be restored, but only by an amount such that, when taking into account
the value of the restored benefits, GRS will still have a projected 80% funding level.

(c) All Holders of Pension Claims

Under the Plan, additional benefits will be provided to those Holders of PFRS Pension Claims and GRS Pension
Claims who are most in need. In particular, a portion of the State PFRS Consideration and the State GRS Consideration
will be attributed to the payment of pension benefits owing to Holders of PFRS Pension Claims and GRS Pension Claims
who accept the settlement and have household income less than a threshold amount to be determined pursuant to further
discussions between the City and the State and tied to federal poverty levels.

THE ESTIMATED PENSION REDUCTIONS DESCRIBED ABOVE ASSUME THE EXISTENCE AND THE
IMPLEMENTATION OF THE DIA SETTLEMENT AND THE RECEIPT OF THE FULL AMOUNTS OF THE STATE
GRS CONSIDERATION AND THE STATE PFRS CONSIDERATION AS WELL AS DWSD'S MAKING
ACCELERATED PENSION CONTRIBUTIONS TO THE GRS OVER THE FISCAL PERIOD ENDING JUNE 30, 2023.
IN THE EVENT THAT ANY OF THESE EVENTS DO NOT OCCUR, THE REDUCTIONS TO ACCRUED BENEFITS
DESCRIBED IN THIS SECTION WILL BE MATERIALLY GREATER. See Section XIL.E.
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B. Classification and Treatment of Claims Under the Plan

Except for Administrative Claims, which are not required to be classified, all Claims that existed on July 18, 2013
(the "Petition Date") are divided into classes under the Plan. The following summarizes the treatment of the classified

Claims under the Plan.

Description and
Amount of Claims

Treatment

Class 1A - DWSD Class A Water Claims
(with subclasses for each DWSD Series
of DWSD Class A Water Bonds):
Consists of all Claims arising under or
evidenced by the DWSD Class A Water
Documents, including a Claim for
principal and interest on the DWSD Class
A Water Bonds.

Estimated Aggregate Allowed Amount:
$322,747,372

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed DWSD Class A Water Claim, in full satisfaction of such Allowed Claim, shall
receive on or as soon as reasonably practicable after the Effective Date:

If a DWSD Transaction is consummated on the Effective Date, at the option of the City, either
(1) New GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class A Water Bonds held by such Holder; or (2) Cash in the full amount of such Allowed
DWSD Class A Water Claim. Each Holder of an Allowed DWSD Class A Water Claim in a
Class of DWSD Class A Water Claims that accepts the Plan may elect to receive New Existing
Rate GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class A Water Bonds held by such Holder in lieu of New GLWA Bonds.

If a DWSD Transaction is not consummated on the Effective Date, New DWSD Bonds having
a principal amount equal to the principal amount of the DWSD Class A Water Bonds held by
such Holder; provided, that, in lieu of the foregoing treatment, the City alternatively may elect
to Reinstate any DWSD Series of DWSD Class A Water Bonds by filing a notice of such
Reinstatement prior to the commencement of the Confirmation Hearing. Each Holder of an
Allowed DWSD Class A Water Claim in a Class of DWSD Class A Water Claims that accepts
the Plan may elect to receive New Existing Rate DWSD Bonds having a principal amount
equal to the principal amount of the DWSD Class A Water Bonds held by such Holder in lieu
of New DWSD Bonds.

Estimated Percentage Recovery: 100% of principal amount

Class 1B - DWSD Class B Water Claims
(with subclasses for each DWSD Series
of DWSD Class B Water Bonds):
Consists of all Claims arising under or
evidenced by the DWSD Class B Water
Documents, including a Claim for
principal and interest on the DWSD
Class B Water Bonds.

Estimated Aggregate Allowed Amount:
$2,168,184,217

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed DWSD Class B Water Claim, in full satisfaction of such Allowed Claim, shall receive
on or as soon as reasonably practicable after the Effective Date:

If a DWSD Transaction is consummated on the Effective Date, at the option of the City, either
(1) New GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class B Water Bonds held by such Holder; or (2) Cash in the full amount of such Allowed
DWSD Class B Water Claim. Each Holder of an Allowed DWSD Class B Water Claim in a
Class of DWSD Class B Water Claims that accepts the Plan may elect to receive New Existing
Rate GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class B Water Bonds held by such Holder in lieu of New GLWA Bonds.

If a DWSD Transaction is not consummated on the Effective Date, New DWSD Bonds having
a principal amount equal to the principal amount of the DWSD Class B Water Bonds held by
such Holder; provided, that, in lieu of the foregoing treatment, the City alternatively may elect
to Reinstate any DWSD Series of DWSD Class B Water Bonds by filing a notice of such
Reinstatement prior to the commencement of the Confirmation Hearing. Each Holder of an
Allowed DWSD Class B Water Claim in a Class of DWSD Class B Water Claims that accepts
the Plan may elect to receive New Existing Rate DWSD Bonds having a principal amount
equal to the principal amount of the DWSD Class B Water Bonds held by such Holder in lieu
of New DWSD Bonds.

Estimated Percentage Recovery: 100% of principal amount
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Description and
Amount of Claims

Treatment

Class 1C - DWSD Class A Sewer Claims
(with subclasses for each DWSD Series
of DWSD Class A Sewer Bonds):
Consists of all Claims arising under or
evidenced by the DWSD Class A Sewer
Documents, including a Claim for
principal and interest on the DWSD
Class A Sewer Bonds.

Estimated Aggregate Allowed Amount:
$439,440,528

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed DWSD Class A Sewer Claim, in full satisfaction of such Allowed Claim, shall
receive on or as soon as reasonably practicable after the Effective Date:

If a DWSD Transaction is consummated on the Effective Date, at the option of the City, either
(1) New GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class A Sewer Bonds held by such Holder; or (2) Cash in the full amount of such Allowed
DWSD Class A Sewer Claim. Each Holder of an Allowed DWSD Class A Sewer Claim in a
Class of DWSD Class A Sewer Claims that accepts the Plan may elect to receive New Existing
Rate GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class A Sewer Bonds held by such Holder in lieu of New GLWA Bonds.

If a DWSD Transaction is not consummated on the Effective Date, New DWSD Bonds having
a principal amount equal to the principal amount of the DWSD Class A Sewer Bonds held by
such Holder; provided, that, in lieu of the foregoing treatment, the City alternatively may elect
to Reinstate any DWSD Series of DWSD Class A Sewer Bonds by filing a notice of such
Reinstatement prior to the commencement of the Confirmation Hearing. Each Holder of an
Allowed DWSD Class A Sewer Claim in a Class of DWSD Class A Sewer Claims that accepts
the Plan may elect to receive New Existing Rate DWSD Bonds having a principal amount
equal to the principal amount of the DWSD Class A Sewer Bonds held by such Holder in lieu
of New DWSD Bonds.

Estimated Percentage Recovery: 100% of principal amount

Class 1D - DWSD Class B Sewer Claims
(with subclasses for each DWSD Series
of DWSD Class B Sewer Bonds):
Consists of all Claims arising under or
evidenced by the DWSD Class B Sewer
Documents, including a Claim for
principal and interest on the DWSD
Class B Sewer Bonds.

Estimated Aggregate Allowed Amount:
$2,350,667,924

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed DWSD Class B Sewer Claim, in full satisfaction of such Allowed Claim, shall
receive on or as soon as reasonably practicable after the Effective Date:

If a DWSD Transaction is consummated on the Effective Date, at the option of the City, either
(1) New GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class B Sewer Bonds held by such Holder; or (2) Cash in the full amount of such Allowed
DWSD Class B Sewer Claim. Each Holder of an Allowed DWSD Class B Sewer Claim in a
Class of DWSD Class B Sewer Claims that accepts the Plan may elect to receive New Existing
Rate GLWA Bonds having a principal amount equal to the principal amount of the DWSD
Class B Sewer Bonds held by such Holder in lieu of New GLWA Bonds.

If a DWSD Transaction is not consummated on the Effective Date, New DWSD Bonds having
a principal amount equal to the principal amount of the DWSD Class B Sewer Bonds held by
such Holder; provided, that, in lieu of the foregoing treatment, the City alternatively may elect
to Reinstate any DWSD Series of DWSD Class B Sewer Bonds by filing a notice of such
Reinstatement prior to the commencement of the Confirmation Hearing. Each Holder of an
Allowed DWSD Class B Sewer Claim in a Class of DWSD Class B Sewer Claims that accepts
the Plan may elect to receive New Existing Rate DWSD Bonds having a principal amount
equal to the principal amount of the DWSD Class B Sewer Bonds held by such Holder in lieu
of New DWSD Bonds.

Estimated Percentage Recovery: 100% of principal amount

Class 1E - DWSD Revolving Sewer
Bond Claims: Consists of all Claims
arising under or evidenced by the DWSD
Revolving Sewer Bond Documents,
including a Claim for principal and interest
on the DWSD Revolving Sewer Bonds.

Estimated Aggregate Allowed Amount:
$486,047,364

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed DWSD Revolving Sewer Bond Claim, in full satisfaction of such Allowed Claim,
shall receive on or as soon as reasonably practicable after the Effective Date: (1) if a DWSD
Transaction is consummated on the Effective Date, New GLWA Revolving Bonds having a
principal amount equal to the principal amount of the DWSD Revolving Sewer Bonds held by
such Holder; or (2) if a DWSD Transaction is not consummated on the Effective Date, New
DWSD Revolving Bonds having a principal amount equal to the principal amount of the
DWSD Revolving Sewer Bonds held by such Holder.

Estimated Percentage Recovery: 100% of principal amount
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Class 1F - DWSD Revolving Water
Bond Claims: Consists of all Claims
arising under or evidenced by the DWSD
Revolving Water Bond Documents,
including a Claim for principal and interest
on the DWSD Revolving Water Bonds.

Estimated Aggregate Allowed Amount:
$21,589,986

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed DWSD Revolving Water Bond Claim, in full satisfaction of such Allowed Claim,
shall receive on or as soon as reasonably practicable after the Effective Date: (1) if a DWSD
Transaction is consummated on the Effective Date, New GLWA Revolving Bonds having a
principal amount equal to the principal amount of the DWSD Revolving Water Bonds held by
such Holder; or (2) if a DWSD Transaction is not consummated on the Effective Date, New
DWSD Revolving Bonds having a principal amount equal to the principal amount of the
DWSD Revolving Water Bonds held by such Holder.

Estimated Percentage Recovery: 100% of principal amount

Class 2A - Secured GO Series 2010
Claims: Consists of all Claims arising
under or evidenced by the Secured GO
Series 2010 Bond Documents, including a
Claim for principal and interest on the
Secured GO Series 2010 Bonds.

Estimated Aggregate Allowed Amount:
$252,475,366

Unimpaired. On the Effective Date, each Holder of an Allowed Secured GO Series 2010
Claim shall have its Claim Reinstated, unless such Holder agrees to a different treatment of
such Claim.

Estimated Percentage Recovery: 100%

Class 2B - Secured GO Series 2010(A)
Claims: Consists of all Claims arising
under or evidenced by the Secured GO
Series  2010(A) Bond Documents,
including a Claim for principal and interest
on the Secured GO Series 2010(A) Bonds.

Estimated Aggregate Allowed Amount:
$101,707,848

Unimpaired. On the Effective Date, each Holder of an Allowed Secured GO Series 2010(A)
Claim shall have its Claim Reinstated, unless such Holder agrees to a different treatment of
such Claim.

Estimated Percentage Recovery: 100%

Class 2C - Secured GO Series
2012(A)(2) Claims:  Consists of all
Claims arising under or evidenced by the
Secured GO Series 2012(A)(2) Bond
Documents, including a Claim for
principal and interest on the Secured GO
Series 2010(A)(2) Bonds.

Estimated Aggregate Allowed Amount:
$39,254,171

Unimpaired. On the Effective Date, each Holder of an Allowed Secured GO Series
2012(A)(2) Claim shall have its Claim Reinstated, unless such Holder agrees to a different
treatment of such Claim.

Estimated Percentage Recovery: 100%

Class 2D - Secured GO Series 2012(A2-
B) Claims: Consists of all Claims arising
under or evidenced by the Secured GO
Series 2012(A2-B) Bond Documents,
including a Claim for principal and interest
on the Secured GO Series 2012(A2-B)
Bonds.

Estimated Aggregate Allowed Amount:
$54,055,927

Unimpaired. On the Effective Date, each Holder of an Allowed Secured GO Series 2012(A2-
B) Claim shall have its Claim Reinstated, unless such Holder agrees to a different treatment of
such Claim.

Estimated Percentage Recovery: 100%
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Class 2E - Secured GO Series 2012(B)
Claims: Consists of all Claims arising
under or evidenced by the Secured GO
Series  2012(B) Bond  Documents,
including a Claim for principal and interest
on the Secured GO Series 2012(B) Bonds.

Estimated Aggregate Allowed Amount:
$6,469,135

Unimpaired. On the Effective Date, each Holder of an Allowed Secured GO Series 2012(B)
Claim shall have its Claim Reinstated, unless such Holder agrees to a different treatment of
such Claim.

Estimated Percentage Recovery: 100%

Class 2F - Secured GO Series 2012(B2)
Claims: Consists of all Claims arising
under or evidenced by the Secured GO
Series 2012(B2) Bond Documents,
including a Claim for principal and interest
on the Secured GO Series 2012(B2)
Bonds.

Estimated Aggregate Allowed Amount:
$31,037,724

Unimpaired. On the Effective Date, each Holder of an Allowed Secured GO Series 2012(B2)
Claim shall have its Claim Reinstated, unless such Holder agrees to a different treatment of
such Claim.

Estimated Percentage Recovery: 100%

Class 3 - Other Secured Claims:
Consists of all Secured Claims, other than
COP Swap Claims, DWSD Class A Sewer
Claims, DWSD Class A Water Claims,
DWSD Class B Sewer Claims, DWSD
Class B Water Claims, DWSD Revolving
Bond Claims, HUD Installment Note
Claims, Parking Bond Claims or Secured
GO Bond Claims.

Estimated Aggregate Allowed Amount:
$8,855,456

Unimpaired. On the Effective Date, each Holder of an Allowed Other Secured Claim shall
have its Claim Reinstated, unless such Holder agrees to a different treatment of such Claim.

Estimated Percentage Recovery: 100%

Class 4 - HUD Installment Note Claims:
Consists of all Claims arising under or
evidenced by the HUD Installment Note
Documents, including a Claim for
principal and interest on the HUD
Installment Notes.

Estimated Aggregate Allowed Amount:
$90,075,002

Unimpaired. On the Effective Date, each Holder of an Allowed HUD Installment Note Claim
shall have its Claim Reinstated, unless such Holder agrees to a different treatment of such
Claim.

Estimated Percentage Recovery: 100%

Class 5 - COP Swap Claims: Consists of
all Claims arising under the COP Swap
Documents.

Estimated Aggregate Allowed Amount:
To Be Determined

The Allowance of, and treatment to be accorded to, COP Swap Claims is the subject of
continuing discussions between the City and the COP Swap Counterparties, is yet to be
determined and will be supplied shortly.

Estimated Percentage Recovery: Unknown
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Class 6 — Parking Bond Claims:
Consists of all Claims arising under or
evidenced by the Parking Bond
Documents, including a Claim for
principal and interest on the Parking
Bonds.

Estimated Aggregate Allowed Amount:
$8,099,287

Unimpaired. On the Effective Date, each Holder of an Allowed Parking Bond Claim shall
have its Claim Reinstated, unless such Holder agrees to a different treatment of such Claim.

Estimated Percentage Recovery: 100%

Class 7 - Limited Tax General
Obligation Bond Claims: Consists of all
Claims arising under or evidenced by the
Limited Tax General Obligation Bond
Documents, including a Claim for
principal and interest on the Limited Tax
General Obligation Bonds.

Estimated Aggregate Allowed Amount:
$163,543,187

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed Limited Tax General Obligation Bond Claim, in full satisfaction of such Allowed
Claim, shall receive, on or as soon as reasonably practicable after the Effective Date,
Unsecured Pro Rata Shares of (1) New B Notes and (2) New C Notes.

Estimated Percentage Recovery: 20%

Class 8 — Unlimited Tax General
Obligation Bond Claims: Consists of all
Claims arising under or evidenced by the
Unlimited Tax General Obligation Bond
Documents, including a Claim for
principal and interest on the Unlimited Tax
General Obligation Bonds.

Estimated Aggregate Allowed Amount:
$374,661,332

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed Unlimited Tax General Obligation Bond Claim, in full satisfaction of such Allowed
Claim, shall receive its Pro Rata share of Plan UTGO Notes on or as soon as reasonably
practicable after the Effective Date. The maturity(ies) of the Plan UTGO Notes shall be no
longer than the existing maturity(ies) of each series of Unlimited Tax General Obligation
Bonds receiving Plan UTGO Notes. The Plan UTGO Notes shall contain such other terms as
will result in each Holder of an Allowed Unlimited Tax General Obligation Bond Claim
receiving a payment stream the present value of which is equal to approximately 20% of such
Holder's Allowed Unlimited Tax General Obligation Bond Claim as of the Effective Date.

Estimated Percentage Recovery: 20%
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Class 9 - COP Claims: Consists of all
Claims under or evidenced by the COP
Service Contracts.

Estimated Aggregate Allowed Amount:
To Be Determined

The COP Claims are Disputed Claims and are not Allowed by the Plan, and the City reserves
all rights to: (1) object to, avoid or subordinate such Claims on any and all available grounds,
including through the assertion of any and all grounds asserted in the COP Litigation; and (2)
assign the right to object to, avoid or subordinate such Claims or the City's rights in the COP
Litigation to the Creditor Representative. The treatment set forth below in respect of the COP
Claims is afforded only if and to the extent that such Claims ultimately become Allowed
Claims.

Impaired. Solely for purposes of facilitating Distributions under this Plan and for no other
purpose, on and as of the Effective Date, those portions of COP Claims that relate to, and are
measured by, the payment schedule under the COPs shall be deemed assigned to the beneficial
holders of the COPs on a Pro Rata basis, with each beneficial holder deemed to receive such
portions of COP Claims in an amount equal to the proportion that the unpaid principal amount
of such holder's COPs bears to the aggregate unpaid principal amount of all COPs. Each
beneficial holder of COPs may elect to participate in the Plan COP Settlement in respect of
some or all of those portions of COP Claims that would be deemed assigned to it and its
Affiliates in the event that the Effective Date occurs.

Each beneficial holder of COPs may settle issues relating to allowance of the COP Claims that
are deemed assigned to it and become a Settling COP Claimant as to some or all COPs held
by it and its Affiliates by electing to participate in the Plan COP Settlement on a timely-
returned Ballot accepting the Plan. Each Settling COP Claimant shall have its COP Claims
deemed to be Allowed Claims in an amount equal to 40% of the aggregate unpaid principal
amount of COPs held by such Settling COP Claimant and shall receive, on or as soon as
reasonably practicable after the Effective Date, Unsecured Pro Rata Shares of (1) New B Notes
and (2) New C Notes.

On the Effective Date, the City shall establish the Disputed COP Claims Reserve. The
Disputed COP Claims Reserve shall contain no less than (1) Unsecured Pro Rata Shares of
New B Notes and New C Notes, in each case calculated as if such Disputed COP Claims were
Allowed in an amount equal to the aggregate unpaid principal amount as of the Petition Date
for the COPs not subject to the Plan COP Settlement; and (2) any distributions made on
account of New B Notes and New C Notes held in the Disputed COP Claims Reserve.

If and to the extent that Disputed COP Claims become Allowed Claims, the Holders of such
Allowed Claims shall be sent a Distribution from the Disputed COP Claims Reserve of no less
than (1) the portions of New B Notes and New C Notes held in the Disputed COP Claims
Reserve initially allocated to the Disputed COP Claims that became Allowed Claims; and
(2) any distributions received by the Disputed COP Claims Reserve on account of such
portions of New B Notes and New C Notes. Upon the entry of an order by the trial court
having jurisdiction over the objections to the Disputed COP Claims resolving all objections to
the Disputed COP Claims and after all Distributions on account of Allowed COP Claims have
been made or provided for, 70% of any New B Notes, New C Notes and distributions thereon
remaining in the Disputed COP Claims Reserve shall be distributed to holders of Claims
entitled to receive New B Notes and New C Notes under the Plan, each of which shall receive
their Unsecured Pro Rata Share of such property. The remaining 30% of any New B Notes,
New C Notes and distributions thereon shall be cancelled (with respect to the New B Notes
and New C Notes) or revert to the City and be transferred to the General Fund (with respect to
the distributions on such portion of New B Notes and New C Notes).

Estimated Percentage Recovery: Unknown
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Class 10 - PFRS Claims: Consists of:
(1) all PFRS Pension Claims and (2) all
OPEB Claims held by Holders of PFRS
Pension Claims.

PFRS Pension Claims means any Claims
(other than OPEB Claims), whether
asserted by current or former employees of
the City, their heirs or beneficiaries or by
the PFRS or any trustee thereof of any
other Entity acting on the PFRS's behalf,
against the City or any fund managed by
the City (including, but not limited to, the
General Fund, the Police and Fire
Retirement System Service Corporation
fund or the pension funds) based upon,
arising under or related to any agreement,
commitment or other obligation, whether
evidenced by contract, agreement, rule,
regulation, ordinance, statute or law for
(1) any pension, disability, or other post
retirement payment or distribution to be
made by the PFRS in respect of the
employment of such current or former
employees or (2) the payment by the PFRS
to persons who at any time participated in,
were beneficiaries of or accrued post-
retirement pension or financial benefits
under the PFRS.

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

Estimated Aggregate Allowed Amount:
$3,281,800,000

Impaired. During the Fiscal Years from the Effective Date through the Fiscal Year ending
June 30, 2023, annual contributions shall be made to the PFRS only in the amounts identified
on Exhibit II.B.3.t.ii.A to the Plan. The exclusive source for such contributions shall be DIA
Proceeds equal to $175,000,000. After June 30, 2023, the City will contribute sufficient funds
required to pay each Holder of a PFRS Pension Claim his or her PFRS Adjusted Pension
Amount in accordance with and as modified by the terms and conditions contained in the Plan
and the Plan PFRS Settlement.

During the period that ends on June 30, 2023, the trustees of the PFRS, or the trustees of any
successor trust or pension plan, shall adopt and maintain an investment return assumption and
discount rate for purposes of determining the assets and liabilities of the PFRS that shall not be
higher than 6.50%.

During the period that ends no earlier than June 30, 2023, the pension benefits payable to each
Holder of a PFRS Pension Claim shall be equal to the PFRS Adjusted Pension Amount for
such Holder, provided that such PFRS Adjusted Pension Amount shall be (1) automatically
reduced by the DIA Proceeds Default Amount in the event of a DIA Proceeds Payment Default
and (2) increased by (a) the Plan PFRS Settlement (as set forth in Section I1.B.3.t.ii.G of the
Plan) and (b) any PFRS Restoration Payment.

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

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

The Confirmation Order shall include an injunction against the subsequent amendment of the
terms and conditions, and rules of operation, of the PFRS, or any successor plan or trust, that
governs the calculation of pension benefits (including the PFRS Adjusted Pension Amount,
accrual of additional benefits, the DIA Proceeds Default Amount, the PFRS Restoration
Payment and the PFRS Hybrid Pension Formula and terms of the hybrid arrangement) or
against any action that governs the selection of the investment return assumption described in
Section 11.B.3.t.ii.B of the Plan, the contribution to the PFRS or the calculation or amount of
PFRS pension benefits for the period ending June 30, 2023, notwithstanding whether that
subsequent amendment or act is created or undertaken by contract, agreement (including
collective bargaining agreement), statute, rule, regulation, ordinance, charter, resolution or
otherwise by operation of law.

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

[CONTINUED ON FOLLOWING PAGE]
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Class 10 - PFRS Claims (continued)

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

Estimated Percentage Recovery: 20.8-29.8%

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

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

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

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

During the period that ends no earlier than June 30, 2023, the pension benefits payable to each
Holder of a GRS Pension Claim shall be equal to the GRS Adjusted Pension Amount for such
Holder, provided that such GRS Adjusted Pension Amount shall be (1) automatically reduced
by the DIA Proceeds Default Amount in the event of a DIA Proceeds Payment Default and
(2) increased by (a) the Plan GRS Settlement (as set forth in Section II.B.3.u.ii.I of the Plan)
and (b) any GRS Restoration Payment.

Excess Allocations to Annuity Savings Fund Accounts during the period beginning
January 1, 1999 and ending December 31, 2012 may be applied to reduce (1) Annuity Savings
Fund Accounts of Active Employees who participate in the GRS and (2) the Current Accrued
Annual Pension of former participants in the Annuity Savings Fund Account now receiving
monthly pensions, in accordance with the formulae set forth on Exhibit I1.B.3.u.ii.D to the
Plan. In the event of any such reduction, a Holder's GRS Adjusted Pension Amount shall be
increased to take into account such Annuity Savings Fund Account restitution reduction.

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

[CONTINUED ON FOLLOWING PAGE]
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Class 11 — GRS Claims (continued)

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

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

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

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

The Confirmation Order shall include an injunction against the subsequent amendment of the
terms and conditions, and rules of operation, of the GRS, or any successor plan or trust, that
govern the calculation of pension benefits (including the GRS Adjusted Pension Amount,
accrual of additional benefits, the DIA Proceeds Default Amount, GRS Restoration Payment
and the GRS Hybrid Pension Formula and terms of the hybrid arrangement) or against any
action that governs the selection of the investment return assumption described in
Section I1.B.3.u.ii.B of the Plan, the contribution to the GRS, or the calculation or amount of
GRS pension benefits for the period ending June 30, 2023, notwithstanding whether that
subsequent amendment or act is created or undertaken by contract, agreement (including
collective bargaining agreement), statute, rule, regulation, ordinance, charter, resolution or
otherwise by operation of law.

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

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

Estimated Percentage Recovery: 27.5-33.3%

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

Estimated Aggregate Allowed Amount:
$33,600,000

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed Downtown Development Authority Claim, in full satisfaction of such Allowed Claim,
shall receive, on or as soon as reasonably practicable after the Effective Date, Unsecured
Pro Rata Shares of (1) New B Notes and (2) New C Notes.

Estimated Percentage Recovery: 20%

13-53846-swr
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Description and
Amount of Claims

Treatment

Class 13 - Other Unsecured Claims:
Consists of all Claims that are unpaid as of
the Effective Date and that are not
Administrative  Claims,  Convenience
Claims, COP Claims, Downtown
Development Authority Claims, General
Obligation Bond Claims, GRS Claims,
PFRS Claims, Secured Claims, Small GRS

Claims, Small PFRS Claims or
Subordinated Claims. For the avoidance
of doubt, Section 1983 Claims are

included within the definition of Other
Unsecured Claims.

Estimated Aggregate Allowed Amount:
Unknown

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder of an
Allowed Other Unsecured Claim, in full satisfaction of such Allowed Claim, shall receive, on
or as soon as reasonably practicable after the Effective Date, Unsecured Pro Rata Shares of
(1) New B Notes and (2) New C Notes.

Estimated Percentage Recovery: 20%

Class 14 - Convenience Claims: Consists
of all Claims that would otherwise be
Other Unsecured Claims that are
(1) Allowed Claims in an amount less than
or equal to $25,000; or (2) in an amount
that has been reduced to $25,000 pursuant
to an election made by the Holder of such
Claim; provided that, where any portion(s)
of a single Claim has been transferred,
(a) the amount of all such portions will be
aggregated to determine whether a Claim
qualifies as a Convenience Claim and for
purposes of the Convenience Claim
election and (b) unless all transferees make
the Convenience Claim election on the
applicable Ballots, the Convenience Claim
election will not be recognized for such
Claim.

Estimated Aggregate Allowed Amount:
Unknown

Impaired. Each Holder of an Allowed Convenience Claim, in full satisfaction of such Allowed
Claim, shall receive Cash equal to the amount of 25% of such Allowed Claim (as reduced, if
applicable, pursuant to an election by such Holder in accordance with Section I.A.44 of the
Plan) on or as soon as reasonably practicable after the Effective Date, unless such Holder
agrees to a different treatment of such Claim.

Estimated Percentage Recovery: 25%

Class 15 - Subordinated Claims:
Consists of all Claims of the kind
described in sections 726(a)(3) or
726(a)(4) of the Bankruptcy Code and or
Claims subordinated under sections 510(b)

or 510(c) of the Bankruptcy Code.

Estimated Aggregate Allowed Amount:
Unknown

Impaired. On the Effective Date, all Subordinated Claims shall be disallowed, extinguished
and discharged without Distribution under the Plan, and Holders of Subordinated Claims shall
not receive or retain any property on account of such Claims. Pursuant to section 1126(g) of
the Bankruptcy Code, Class 15 is deemed to have rejected the Plan, and Holders of
Subordinated Claims are not entitled to cast a Ballot in respect of such Claims.

Estimated Percentage Recovery: 0%

13-53846-swr
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I11.
EVENTS PRECEDING THE CITY'S CHAPTER 9 CASE
A. Background
1. General Information

Founded in 1701 and incorporated in 1806, Detroit is a political subdivision of the State of Michigan and is its
largest city. Detroit is located on an international waterway, which is linked via the St. Lawrence Seaway to seaports
around the world. As of December 2012, the City had a population of approximately 685,000 (down from a peak
population of nearly 2 million in 1950).

The City is a home rule city and body corporate organized under Michigan Public Act 279 of 1909 (as amended),
the Home Rule City Act, MCL §§ 117.1-117.38 (the "Home Rule City Act"). The City has comprehensive home rule
power under the Michigan Constitution, the Home Rule City Act and the 2012 Charter of the City of Detroit
(the "City Charter"), subject to the limitations on the exercise of that power contained in the Michigan Constitution, the
City Charter or applicable Michigan statutes.

Ordinarily, the City is managed by an executive branch and a legislative branch. The organization of City
agencies within the executive and legislative branches of government is set forth at Table II1I.A.1.a below.

Table III.A.1.a

The People of the City of Detroit

Legislative Agencies City Clerk Election Commission

36th District Court

r
|
|
| City Council
|
| . éilislg?;ni?:geral Board of Ethics Detroit Public Library
| - Historical Designation Advisory Board
I - Ombudsperson 15 |
| - Zoning Appeals Board 1 Arts
| I Charlgs H \(Vr.lght Musegm |
1 R Executive Agencies Detroit Building Authority 1
Detroit I Downtown Development Authority |
1 Transportation | | Economic Development Corporation "
| Corporation Mayor's Office S — Greater Detroit Resource I
I Recovery Authority
Cable I Historical 1
Commission Zoological Institute |
1 Airport 1
o . . I Civic Center 1
Administrative, Information e e e e o e
& Strategic Services
General Services -|- Information Technology Services Municipal Services

Homeland Security** -|- Law*
Human Resources - |- Workforce Development
Human Rights -

Building & Safety - |- Public Lighting
Environmental* -| - Recreation
Dept. of Public Works -|- Transportation
Municipal Parking -] - Water & Sewage

Economic Development Public Safety

l— Planning & Development Dept. of Adm. Hearings - |- Human Services
Fire - |- Police
Health & Wellness Promotion -

* Charter mandated staff department Financial Services
** Does not have departmental status

Budget - | - Finance*
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The Mayor heads the executive branch. The citizens of Detroit elect the Mayor to a four-year term.
The City Charter grants the Mayor broad managerial powers including the authority to appoint department directors, deputy
directors and other executive branch officials. The responsibility to implement most programs, provide services and
manage day-to-day operations is delegated by the City Charter to the executive branch. The legislative branch is comprised
of the City Council and its agencies. The nine members of City Council also are elected to four-year terms. Many
significant decisions, including budget appropriations, procurement of goods and services and certain policy matters must
be approved by the City Council.

Since March 14, 2013, the City has been operating under the authority of an Emergency Manager (as defined in
Section I11.D.9.c), originally appointed by the State of Michigan Local Emergency Financial Assistance Loan Board
(the "LEFALB"). Pursuant to Section 9(1) of Michigan Public Act 436 of 2012, the Local Financial Stability and Choice
Act, MCL §§ 141.1541-141.1575 ("PA 436"), the Emergency Manager acts "for and in the place and stead of the governing
body and the office of chief administrative officer of the local government" and possesses "broad powers in receivership to
rectify the financial emergency and to assure the fiscal accountability of the local government and the local government's
capacity to provide or cause to be provided necessary governmental services essential to the public health, safety, and
welfare." As such, during the Emergency Manager's appointment, the executive and legislative branches of City
government generally are prohibited by Section 9(1) of PA 436 from exercising any of their usual powers except as may be
specifically authorized in writing by the Emergency Manager. For additional information see Section II1.D.9 of this
Disclosure Statement.

2. Municipal Services

Pursuant to the City Charter, the City is responsible for providing for the public peace, health and safety of persons
and property within its jurisdictional limits. The City provides the following major services to City residents and
businesses: police and fire protection, sanitation and streets, parks and recreation, health, planning and development, public
lighting, transportation, water supply, sewage disposal and parking. In addition, the City is the "District Control Unit"
responsible for certain duties and costs relating to the 36th District Court, a unit of the judicial branch of the State.

The preamble to the City Charter describes certain expectations of City residents with respect to municipal
services that the City provides. These expectations include: (a) decent housing; (b)job opportunities; (c) reliable,
convenient and comfortable transportation; (d) recreational facilities and activities; (e) cultural enrichment; (f) clean air and
waterways; (g) safe drinking water; and (h) a sanitary, environmentally sound City.

3. City Funds

The City uses various accounting funds to keep track of specific sources of funding and spending for particular
purposes. The City's funds are divided into three categories — governmental, proprietary and fiduciary. Most of the City's
basic services are reported in the governmental funds, which focus on cash flows related to such services and funds
available for future spending. Proprietary funds report services for which the City charges customers, including
individuals, outside entities and other agencies within the City. Fiduciary funds are funds with respect to which the City
acts as a trustee or fiduciary, including pension (and other employee benefit) funds and agency funds.

(a) General Fund

The primary governmental fund and the chief operating fund of the City is the General Fund (the "General Fund").
Many key services of the City are paid for from the General Fund (including, among others, police, fire, public works,
community and youth services), which is comprised of 28 discrete departments. During the City's 2013 Fiscal Year, which
began on July 1, 2012 and ended on June 30, 2013, the General Fund had total revenues of $1,047.1 million and the
General Fund had total expenditures of $867.2 million.

(b) Enterprise Funds

Proprietary funds that are used to provide supplies and services to the general public are referred to as "Enterprise
Funds." During Fiscal Year 2013, the various Enterprise Funds collectively had total operating revenues of $839.8 million
and had total operating expenses in the total amount of $831.5 million. The following paragraphs describe the major
Enterprise Funds reported by the City and any related City departments.
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i. Water Fund and Sewage Disposal Fund/DWSD

The Detroit Water and Sewerage Department (the "DWSD") is far and away the largest enterprise fund managed
by the City. Detroit's water fund (the "Water Fund") and sewage disposal fund (the "Sewage Disposal Fund") account for
the City's water and sewage systems, which are administered by the DWSD. The DWSD is a department of the City and is
responsible for the water supply and the control and treatment of wastewater for most of southeastern Michigan.
The DWSD traces its roots to 1836, when the City purchased a private water works and began maintaining, improving and
expanding the City's water distribution system. Since 1853, the DWSD has been governed by the Board of Water
Commissioners which, today, is a seven-member board appointed by the Mayor and comprised of four residents of the City,
and three representatives representing, respectively, the Counties of Macomb, Oakland and Wayne. The Board of Water
Commissioners has overseen construction of, among other innovations, the City's first reservoir (completed in 1857), its
first public drinking fountains (completed in 1871) and what was, upon its opening in 1923, the largest water filtration plant
in the world. The DWSD's wastewater treatment plant, which began operating in 1940, is the largest single-site wastewater
treatment facility in the nation; its construction, during the Great Depression, is widely viewed as one of the most notable
engineering accomplishments of the twentieth century in Michigan. During its history, the DWSD was known by several
names, including, in chronological order, the Detroit Hydraulic Works, the Detroit Water Works, the Department of Water
Supply, the Detroit Metropolitan Water Service and the Detroit Metro Water Department. The DWSD adopted its current
name in 1975. The DWSD operates, and the Board of Water Commissioners oversees the DWSD, pursuant to chapter 12
of section 7 of the City Charter.

Today, the DWSD is one of the largest municipal water and sewerage departments in the nation. It supplies water
to approximately four million customers throughout the City and in 127 suburban communities comprising, altogether, a
1,079-square-mile water service area. The DWSD also provides wastewater collection, treatment and disposal services to
the entire City and 76 suburban communities — a 946-square-mile wastewater service area. The DWSD draws fresh water
from the Detroit River and Lake Huron, treating and supplying, on average, 616 million gallons of potable water daily.
The DWSD supplies water to customers via 3,438 miles of transmission and distribution mains within City limits and 402
miles of transmission mains throughout the suburban service area. The DWSD's sewer system consists of the Wastewater
Treatment Plant, 3,433 miles of sewer lines (carrying both rainwater and wastewater to the treatment plant), ten pump
stations, six sewer overflow retention treatment basins and three screening and disinfection facilities. The Wastewater
Treatment Plant treats, on average, 710 million gallons of water daily. In addition, the DWSD is responsible for
maintaining and repairing more than 27,000 fire hydrants throughout the City.

The City owns the water supply system and the sewage disposal system and operates, manages and accounts for
each system as a separate Enterprise Fund within the DWSD. The DWSD's combined budgeted revenues for Fiscal
Year 2014 is $934.7 million. As of the Petition Date, the DWSD had commenced a capital improvement initiative — the
"January 2013 Capital Improvement Program" — by which the DWSD plans to invest approximately $1.4 billion in
infrastructure improvements and necessary repairs, technological upgrades and systems rationalization over a five-year
period. Pursuant to this program, the DWSD budgeted $114.7 million for Fiscal Year 2013, $127.6 million for
Fiscal Year 2014 and $150.0 million for Fiscal Year 2015, for various water and sewer improvement and repair projects,
including: upgrades to the DWSD's water and wastewater treatment plants, pumping stations and reservoirs; the
replacement of aging water mains, sewer lines and outfalls; and the construction of combined sewer overflow control
facilities to better handle storm water flows and reduce water pollution.

For more than 35 years, the DWSD was a defendant in a lawsuit initiated by the United States Environmental
Protection Agency (the "EPA"). In 1977, the EPA sued the City and the DWSD, alleging violations of the federal Clean
Water Act (the "CWA"). See United States v. City of Detroit, No. 77-71100, 2013 WL 1282021, at *3 (E.D. Mich.
Mar. 27,2013). The case was pending in the United States District Court for the Eastern District of Michigan
(the "District Court") — and the DWSD operated under federal court oversight — until March of 2013 due to "a recurring
cycle" of compliance failures with regard to the CWA and National Pollutant Discharge Elimination System ("NPDES")
permits required by the Michigan Department of Environmental Quality (the "MDEQ"). See United States v. City of
Detroit, No. 77-71100, 2011 WL 4014409, at *1 (E.D. Mich. Sept. 9, 2011). Pursuant to an Administrative Consent Order
(the "ACQO") with the MDEQ, in July 2011 the DWSD agreed to undertake certain remedial measures to address what the
District Court had identified as areas of persistent dysfunction, including deficiencies in maintenance, capital expenditures,
planning, staffing and procurement. See United States v. City of Detroit, Exhibit A to Motion to Dismiss, No. 77-71100
(E.D. Mich. July 25, 2011) (Docket No. 2365). As of the Petition Date, the ACO remained effective, allowing the MDEQ
to continue its oversight of the DWSD.
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Determining that the ACO, standing alone, was insufficient to guarantee the DWSD's long-term compliance with
the CWA and NPDES standards, in 2011 the District Court ordered a "Root Cause Committee" comprised of City and
DWSD officials to formulate a plan to address the root causes of the DWSD's persistent noncompliance. See City of
Detroit, Order, at 3, No. 77-71100 (Nov. 4, 2011) (Docket No. 2410). The Root Cause Committee drafted — and the
District Court adopted — a "Plan of Action," which proposed to restructure the DWSD to address systemic dysfunction and
achieve long-term compliance with federal and state environmental standards. Id. at 3-4. In March 2013, the Root Cause
Committee submitted a plan to the District Court recommending the creation of an autonomous DWSD. See City of
Detroit, Director's Compliance Report, at 23, No. 77-71100 (E.D. Mich. Mar. 18, 2013) (Docket No. 2526). On March 27,
2013, the District Court issued an order closing the case and declining to address the Root Cause Committee's
recommendation for further restructuring the DWSD. See City of Detroit, 2013 WL 1282021, at *2. In its order dismissing
the case, the District Court stated that it was satisfied that the court's orders and the ACO "have been substantially
implemented." Id. at *13. Closing the case was appropriate, the court said, "because the existing [ACO] is a sufficient
mechanism to address any future issues regarding compliance with the DWSD's NPDES permit and the [CWA]." Id. at *17.
On April 8, 2013, the Sixth Circuit Court of Appeals issued a ruling in favor of certain unions that had sought to intervene
in the case prior to the dismissal, reversing the District Court's denial of certain motions to intervene and remanding for a
limited grant of intervention. See United States v. City of Detroit, 712 F.3d 925, 926 (6th Cir. 2013). On June 5, 2013, the
District Court issued an order to show cause regarding the question of whether the District Court is divested of jurisdiction
to address the remanded issues as a result of the order of dismissal. See City of Detroit, Order to Show Cause, at 4,
No. 77-71100 (E.D. Mich. June 5,2013) (Docket No. 2535). The City also has commenced an appeal in this case.
See City of Detroit, Notice of Appeal, at 1, No. 77-71100 (E.D. Mich. May 22, 2013) (Docket No. 2532). On July 30, 2013,
the Sixth Circuit Court of Appeals stayed the City's appeal pending resolution of the City's chapter 9 case. See United
States v. City of Detroit, Order, at 1, No. 13-1708 (6th Cir. July 30, 2013).

During Fiscal Year 2013, the City received payments into the Water Fund and the Sewage Disposal Fund in the
total amounts of $370.4 million and $451.8 million, respectively, and made payments from the Water Fund and Sewage
Disposal Fund in the total amounts of $327.1 million and $409.6 million, respectively.

The Plan provides that the functions of DWSD may be transferred and the properties of DWSD will be leased to a
newly formed Great Lakes Water Authority. For additional information see Section VI.B, below.

ii. Transportation Fund/DDOT

Detroit's transportation fund (the "Transportation Fund") accounts for the City's mass transit system, which is
administered by the Detroit Department of Transportation ("DDOT"). Established in 1922 as the Department of Street
Railways and providing mass transit bus service to City residents since 1925, DDOT is the largest public transit provider in
Michigan. A municipal department of the City, DDOT operates a fleet of more than 400 buses on 36 routes daily and
serving riders at approximately 6,000 bus stops throughout the City and in some nearby suburban communities. DDOT
employed 1,198 workers during Fiscal Year 2012 and, as of the Petition Date, consisted of 13 divisions: an Administrative
Division, a Capital Projects Division, a Customer Relations and Communications Division, a Finance Division, a Human
Resources Division, a Transportation Operations Division, a Management Information Services Division, a Materials
Management Division, a Building Maintenance Division, a Purchasing and Contract Administration Division, a Security
and Risk Management Division, a Strategic Planning Division and a Vehicle Maintenance Division. DDOT ranks 39th in
ridership among public transit agencies nationwide; it provided 32.8 million passenger trips during Fiscal Year 2012.

During Fiscal Year 2013, the City received payments into the Transportation Fund in the total amount of
approximately $148.0 million (including a General Fund subsidy of approximately $47.2 million) and made payments from
the Transportation Fund in the total amount of $175.7 million.

ii. Automobile Parking Fund/MPD

The City's Municipal Parking Department ("MPD") consists of two divisions which include the Auto Parking
System ("APS") and the Parking Violations Bureau ("PVB"). APS is primarily responsible for the operation and
maintenance of seven parking garages and certain on-street parking spaces. The activities of APS are accounted for in the
"Automobile Parking Fund," which is an Enterprise Fund that services the City's Parking Bonds. PVB is primarily
responsible for the enforcement of on-street parking ordinances, including the issuance, processing and collection of
parking tickets. PVB's revenues net of expenses are accounted for in the General Fund.
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As of the Petition Date, APS managed seven parking garages containing a total of 6,793 spaces and approximately
3,404 on-street metered parking spaces. As of the Petition Date, projected revenue of APS for Fiscal Year 2013 was
approximately $12.9 million. Expenses were projected to be approximately $12.9 million for the same period, with any
"due to/due from" activity with the General Fund projected to net out to zero.

PVB was projected to issue 323,000 tickets and immobilize 2,760 vehicles with parking boots during Fiscal Year
2013, yielding projected revenues of approximately $11.4 million. Expenses were projected to be approximately $7.8
million for the same period, with the projected surplus of $3.6 million inuring to the General Fund. As of the end of Fiscal
Year 2013, MPD's headcount totaled 90 full-time employees, with 35 such employees allocated to APS and 55 allocated to
the PVB (including four full-time contractors).

Several factors have limited the MPD's ability to raise revenues in recent years. Budgetary cuts, headcount
reductions and unfavorable work rules have reduced the number and frequency of parking violation patrols and have
contributed to a sharp decline in the number of tickets issued by the MPD, from 535,000 tickets in Fiscal Year 2002 to
323,000 in Fiscal Year 2012. Budget constraints have prevented the MPD from repairing or replacing broken parking
meters, towing boots and vehicles used by parking enforcement officers. Certain parking spaces that require structural
repairs have been taken out of service indefinitely. Meter rates and parking violation fines are underpriced in comparison
with those of other large cities and frequently are considerably lower than parking rates charged by neighboring privately-
operated garages and lots. The MPD also has been hampered by inefficient and ineffective collection practices in recent
years, much of which is now uncollectible due to the age of the violations. In addition, the MPD's information technology
systems are outdated and offer little or no meaningful real-time financial metrics.

During Fiscal Year 2013, the City received payments into the Automobile Parking Fund in the total amount of
approximately $11.1 million and made payments from the Automobile Parking Fund in the total amount of $11.2 million.

At the request of the Emergency Manager, the City has been exploring a potential monetization of the assets
constituting the Automobile Parking Fund. To this end, the City has retained a parking specialist to conduct due diligence
and produce a report on the long term value potential of the parking assets currently held by the City. This report is
expected to serve as a basis for the solicitation of potentially interested bidders for the parking assets, and the City
anticipates that the transaction may close during Fiscal Year 2015.

4. Sources of General Fund Revenue

The City's principal sources of General Fund tax revenues are (a) municipal income taxes, (b) property taxes,
(c) casino wagering taxes, (d) state shared tax revenues and (e) taxes on utility users. These sources of revenue collectively
account for approximately $774.6 million for Fiscal Year 2013, an amount that is almost three fourths of the City's
aggregate Fiscal Year 2013 General Fund revenues of $1.05 billion. In addition, the City's General Fund receives revenue
from, among other sources: (a) fees for services directly provided by the City; (b) licenses, permits and inspection charges;
(c) grants and contributions from federal and state intergovernmental sources (principally the State); and (d) ordinance fines
and forfeitures.

The City currently levies all taxes at or near statutory maximum levels. As described in Section III.C.3.c, the
comparative tax burden imposed on residents of the City is one of the highest in the State. Consequently, the Emergency
Manager has determined that the City cannot gain additional revenue through the imposition of increased rates or additional
taxes on City residents.

(a) Income Taxes

Income tax revenues totaled $248.0 million for Fiscal Year 2013, an amount that accounts for approximately
23.7% of total Fiscal Year 2013 General Fund revenues. Income tax revenues totaled $233.0 million during Fiscal Year
2012. Michigan Public Act 284 of 1964, the City Income Tax Act, MCL §§ 141.501-141.787, authorizes Michigan cities
to impose a municipal income tax. Detroit has taxed incomes since 1964 and is one of only 22 Michigan municipalities to
do so. The City taxes the incomes of individuals who are Detroit residents, nonresident individuals who work in Detroit
and resident businesses. Income taxes traditionally have constituted the City's largest single source of revenue. Further
details regarding the City's historic income tax revenues and projected future revenues as of the Petition Date are provided
in Section II1.C.2, below.
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(b) Property Taxes

Detroit levies ad valorem property taxes to fund general operations (19.9520 mills) and to support unlimited tax
debt (9.6136 mills). Detroit residents also pay property taxes to a number of additional entities including the Detroit Public
Library, Detroit Public Schools, Wayne County, Wayne County Community College, a number of special authorities and
the State. The total tax rate on homeowners in Detroit is 67.5159 mills and the rate on non-homestead property is
85.3467 mills. Detroit residents face one of the highest property tax rates in Michigan, but much of the property tax paid
by Detroit residents does not support City services, and instead supports the other entities listed above.

Although Detroit's property tax rate of 19.9520 mills for general operations is constitutionally capped close to the
statutory maximum of 20 mills, Detroit has the third lowest per capita taxable value of Michigan's largest cities. As a
result, Detroit's property tax revenue per capita ranks 18th highest of the State's 24 largest cities. For Fiscal Year 2013, the
general operating levy on the ad valorem tax roll was $156.1 million, and the levy for debt service was $80.8 million.

General fund property tax revenues totaled $131.7 million for Fiscal Year 2013, accounting for approximately
12.5% of total Fiscal Year 2013 General Fund revenues. General fund property tax revenues for Fiscal Year 2012 totaled
$147.8 million. Further details regarding the City's historic and projected future property tax revenues as of the Petition
Date are provided in Section II1.C.3, below.

() Casino Wagering Taxes

Casino wagering taxes totaled $174.6 million for Fiscal Year 2013, accounting for approximately 16.7% of total
Fiscal Year 2013 General Fund revenues. Casino wagering tax revenues for Fiscal Year 2012 totaled $181.4 million.
Michigan Initiated Law 1 of 1996, the Michigan Gaming Control and Revenue Act, MCL §§ 432.201-432.226, as amended
by Michigan Public Act 306 of 2004, authorizes the City to impose a 10.9% wagering tax on casinos operating within City
limits. In addition to wagering taxes, the City collects certain other fees from casinos operating within the City, including a
municipal services fee — $17.5 million in Fiscal Year 2013 (from $17.9 million in Fiscal Year 2012) — and a fee based on a
percentage payment from the casino development agreements, which totaled $24.2 million in Fiscal Year 2013 (from
$25.1 million in Fiscal Year 2012). Further details regarding the City's historic and projected future wagering tax revenues
as of the Petition Date are provided in Section II1.C.2, below.

(d) Utility Users' Tax

Taxes collected from utility users are expected to total $35.3 million during Fiscal Year 2013, accounting for
approximately 3.4% of total Fiscal Year 2013 General Fund revenues. Utility users' tax revenues for Fiscal Year 2012
totaled $39.8 million. Pursuant to Michigan Public Act 100 of 1990, the City Utility Users' Tax Act, MCL §§ 141.1151-
141.1177 ("PA_100"), Detroit is the only city in Michigan authorized to impose a 5% utility users' excise tax. The City
imposes this tax on consumers of telephone, electric, steam and gas services. The utility users' tax appears as a charge on
consumers' utility bills. Utility companies remit the proceeds of the tax to a trustee who distributes such proceeds to the
City and the PLA (as defined below). As originally enacted, PA 100 required that all revenues from the utility users' tax be
used for the hiring or retention of police officers. Michigan Public Act 392 of 2012, the Municipal Lighting Authority Act,
MCL §§ 123.1261-123.1295, however, authorized the City to use up to $12.5 million of utility users' tax revenues per year
to retire debt issued by a newly-formed Public Lighting Authority (the "PLA"). As more fully discussed in Section IV.].4,
the PLA has been formed during the course of this chapter 9 case, and the $12.5 million in utility users' tax revenues has
been utilized. Further details regarding the City's historic and projected future utility users' tax revenues as of the Petition
Date are provided in Section II1.C.2, below.

(e) State Revenue Sharing

As of the Petition Date, Detroit received unrestricted aid from the State in connection with constitutional and
statutory sharing of sales tax revenue and economic vitality incentive payments ("EVIP"). The State has shared a portion
of state sales tax revenues with Michigan municipalities since the 1930s. In particular, pursuant to Article IX Section 10 of
the Michigan Constitution, the State is required to distribute 15% of all state taxes imposed on retailers on taxable sales at
retail of tangible personal property at a rate of not more than 4% to its townships, cities and villages based on their
population. The amount of constitutional state revenue sharing received by the City, therefore, is a function of amount of
qualifying tax revenues and the population of the City relative to other municipalities eligible to receive revenue sharing
payments and cannot easily be modified.
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In addition to constitutional revenue sharing provided to the City, the State provides certain funds to cities, villages
and townships (and, under a separate program, counties) by statute. The statutory distribution is authorized by legislative
action and is subject to annual appropriation by the Michigan Legislature (the "Legislature"). Beginning with the State's
Fiscal Year 2012, the State has replaced the prior statutory revenue sharing distribution (determined by a formula based on
a municipality's taxable value and population) with incentive-based EVIP payments that are distributed to municipalities
that comply with certain "best practices" and reporting requirements. Most recently, under Michigan Public Act 59 of 2013
("PA 59"), the EVIP requirements for Fiscal Year 2014 are separated into three categories. A municipality receives
one-third of the maximum EVIP distribution for which it is eligible for satisfying each of three categories of requirements,
as follows:

e Category 1 - Accountability and Transparency. Each eligible city, village, township or county is
required to certify by October 1, or the first day of a payment month, that it has produced a citizen's
guide of its most recent local finances, including a recognition of its unfunded liabilities; a
performance dashboard; a debt service report containing a detailed listing of its debt service
requirements, including, at a minimum, the issuance date, issuance amount, type of debt instrument,
a listing of all revenues pledged to finance debt service by debt instrument, and a listing of the annual
payment amounts; and a projected budget report, including, at a minimum, the current fiscal year and
a projection for the immediately following fiscal year.

e Category 2 - Consolidation of Services. Each eligible city, village, township or county is required to
certify by February 1, or the first day of a payment month for this category, that it has produced a
service consolidation plan and submit a copy of the consolidation plan to the Michigan Department
of the Treasury (the "Treasury"). The consolidation plan is required to include details of any
previous service cooperations, collaborations, consolidations, innovations or privatizations with an
estimated cost savings amount for each cooperation, collaboration, consolidation, innovation or
privatization. In addition, the consolidation plan is required to include at least one new proposal to
increase its existing level of cooperation, collaboration, consolidation, innovation or privatization
either within the jurisdiction or with other jurisdictions, an estimate of the potential savings amount
and an estimated timeline for implementing the new proposal or proposals.

e Category 3 — Unfunded Accrued Liability Plan. Each eligible city, village, township or county with
unfunded accrued liabilities as of its most recent audited financial report is required to submit, by
June 1, a plan to lower all such unfunded accrued liabilities. The plan is required to include a listing
of all previous actions taken to reduce its unfunded accrued liabilities with an estimated cost savings
of those actions; a detailed description of how it will continue to implement and maintain previous
actions taken; and a listing of additional actions it could take. If no actions have been taken to reduce
the municipality's unfunded accrued liabilities, it is required to provide a detailed explanation of why
no actions have been taken and a listing of actions it could implement to reduce unfunded accrued
liabilities. Actuarial assumption changes and issuance of debt instruments do not qualify as a new
proposal.

Because EVIP funds are appropriated by the Legislature and not constitutionally mandated, they are subject to
change and inherently less certain than constitutional revenue sharing funds. The City's total portion of state shared
revenue totaled $182.5 million for Fiscal Year 2013, accounting for approximately 17.4% of total Fiscal Year 2013 General
Fund revenues. During Fiscal Year 2012, the City's portion of state shared revenue was $172.7 million. Further details
regarding the City's historic and projected future state revenue sharing revenues as of the Petition Date are provided in
Section II1.C.2, below.

® Other Revenue

In addition to the tax revenue streams described above, the City receives revenues from fees for City-provided
services, permits, licenses and parking fines. General fund revenues from these sources totaled approximately
$166.4 million in Fiscal Year 2013 (from approximately $171.1 million in Fiscal Year 2012). The City also receives
revenue from grants and programs subsidized by other governments (including, for example, the federal government, the
State and Wayne County) and non-profit organizations, such as funding for community development and blight elimination
projects. General fund revenues from these sources totaled approximately $61.1 million during Fiscal Year 2013 (from
$81.0 million in Fiscal Year 2012). State law precludes the City for charging fees that exceed the costs of providing the
relevant services.
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5. Assets
(a) Art Housed at Detroit Institute of Arts

The DIA houses an art collection (the "DIA Collection") that has been described as one of the top six art
collections in the United States. The DIA Collection consists of, among other things, works by European masters as well as
significant pieces of African, Asian, Native American, Oceanic, Islamic, Ancient and Contemporary art. The City owns a
significant portion of the DIA Collection comprised of (i) some portion of the art collection transferred to the City in 1919
(the "Transferred Art") pursuant to an asset transfer (the "Asset Transfer") between the City and an entity then-incorporated
as the "Detroit Museum of Art;" (ii) certain art purchased by the City following the Asset Transfer; and (iii) certain art
donated after the Asset Transfer. From its inception in 1885 until the Asset Transfer, the corporation then-known as the
Detroit Museum of Art owned the Transferred Art and the original museum building. Pursuant to the Asset Transfer —
which was specifically authorized by Michigan Public Act 67 of 1919 and Section 7(c) of Chapter 19 of the Detroit City
Charter of 1918 — the Detroit Museum of Art conveyed the Transferred Art, along with the museum building and certain
real property, to the City in 1919.

Today, the DIA Collection is considerably larger than was the collection of Transferred Art in 1919. The City has
purchased numerous works of art since the Asset Transfer and, in particular, acquired many of the DIA Collection's most
notable pieces between 1922 and 1930. Prior to the Asset Transfer, in 1915, the Detroit Museum of Art owned
approximately 4,400 works of art; by 1930, the DIA Collection contained nearly 12,000 works. To house the
rapidly-growing DIA Collection, the City financed the construction of the current DIA museum building, which opened in
1927 and cost an estimated $4 million. The DIA Collection also has been augmented by many gifts acquired during the
95-year period since the Asset Transfer. As of the Petition Date, the DIA Collection consisted of approximately 65,000
works of art. The corporation formerly known as the Detroit Museum of Art continued to exist after the Asset Transfer.
Today, that corporation — which has changed its name several times since 1919 and now bears the name "The Detroit
Institute of Arts" and is referred to in this Disclosure Statement as the "DIA Corp." — contracts with the City to operate the
museum building and manage, preserve and display the DIA Collection.

In an opinion dated June 13, 2013 (Opinion No. 7272), the Michigan Attorney General asserted that the DIA
Collection is held in charitable trust and stated that the City may not transfer any portion of the DIA Collection because the
City is a mere trustee of the works that comprise the DIA Collection. A position paper commissioned by the DIA in 2013
took the same position and also advanced an alternative argument that the DIA Collection is subject to the public trust
doctrine, a legal doctrine that protects public rights in natural resources. It is anticipated that these positions may be
disputed by parties in interest in the City's chapter 9 case.

As discussed in greater detail in Section 1V.J.7 below, in 2013, the City engaged Christie's Inc. ("Christie's") to
appraise the portion of the DIA Collection that was acquired using City funds. On December 17, 2013, Christie's issued its
final appraisal, estimating the aggregate fair market value of the Appraised Art (as defined in Section IV.].7) to be between
$454 million and $867 million.

(b) City-Owned Land

An estimated 22 square miles of land within City limits is government-owned, including parcels owned by the
City, Wayne County and the State. Many of these parcels are vacant overgrown lots with illegal dumping or contain
abandoned buildings in need of demolition. It has been estimated that the City owns approximately 60,000 parcels of
vacant land and approximately 10% of the estimated 78,000 vacant structures within City limits. The vast majority of
City-owned parcels have limited present commercial value. The City's efforts to address blight, remove vacant structures
and encourage beneficial uses of City-owned land — which measures include initiatives involving the Detroit Land Bank
Authority and the Michigan Land Bank — are addressed in Section IV.].5, below.

(c) Belle Isle Park

The City owns Belle Isle Park, a 982-acre park situated on an island in the Detroit River designed by Frederick
Law Olmsted. Belle Isle Park features numerous historical and recreational attractions, including the James Scott Memorial
Fountain (designed by Cass Gilbert, architect of the United States Supreme Court building), the Anna Scripps Whitcomb
Conservatory (also known as the Belle Isle Conservatory, a greenhouse and botanical garden built in 1904, designed by
Detroit architect Albert Kahn and modeled after a portion of Thomas Jefferson's Monticello), the Belle Isle Casino building
(built in 1908 and which, despite its name, is used for special events rather than gambling), the Dossin Great Lakes
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Museum, the Livingstone Memorial Lighthouse (the only lighthouse in the United States made entirely of marble), the
Nancy Brown Peace Carillon, the Detroit Yacht Club, an aquarium, golf courses and a swimming beach. Belle Isle Park is
larger than New York City's Central Park. As of the Petition Date, Belle Isle Park was the nation's largest
municipally-operated island park.

In recent years, the City's Recreation Department has maintained and operated Belle Isle Park at an annual cost of
approximately $6 million. Pursuant to a lease agreement between the City and the State approved by the LEFALB on
November 12, 2013 (discussed in greater detail in Section IV.J.6, below), as of February 10, 2014, Belle Isle Park is being
operated as a state park.

(d) Detroit-Windsor Tunnel

The Detroit-Windsor Tunnel is an 83-year-old automotive tunnel beneath the Detroit River that connects Detroit
and Windsor, Ontario. The City owns the portion of the tunnel located in the United States. Approximately two million
vehicles pass through the tunnel annually. Detroit Windsor Tunnel LLC leases the City's portion of the tunnel for an annual
rental payment equal to 20% of the average annual revenue derived from the operations of the Detroit side of the tunnel
over the most recent five years, which recently has been less than $1 million per year, as operating revenue for the Detroit
side of the tunnel has totaled less than $5 million annually during recent years. The lease (the "Tunnel Lease") runs
through 2020.

On July 25, 2013, American Roads LLC ("American Roads") — the parent of Detroit Windsor Tunnel LLC —
commenced a chapter 11 bankruptcy case in the United States Bankruptcy Court for the Southern District of New York
(the "New York Bankruptcy Court"). See In re Am. Roads LLC, Chapter 11 Petition, No. 13-12412 (Bankr. S.D.N.Y.
July 25, 2013) (Docket No. 1). On August 21, 2013, the bankruptcy court issued an order authorizing American Roads to
assume the Tunnel Lease. Am. Roads, Order Authorizing the Debtors to Assume the Detroit-Windsor Tunnel Leases with
the City of Detroit (Bankr. S.D.N.Y. Aug. 21, 2013) (Docket No. 97). The New York Bankruptcy Court approved
American Roads' prepackaged plan of reorganization on August 28, 2013, pursuant to which plan Syncora Guarantee Inc.
("Syncora") will become the owner of American Roads and its debtor-subsidiaries, including Detroit Windsor Tunnel LLC.
See Am. Roads, Order Approving Debtors' Disclosure Statement for, and Confirming, Debtors' Joint Prepackaged
Chapter 11 Plan (Bankr. S.D.N.Y. Aug. 28, 2013) (Docket No. 129).

(e) Coleman A. Young Airport

The City owns Coleman A. Young International Airport, a two-runway general aviation airport located on
approximately 263 acres within the City limits. Approximately 225 private flights depart from, or arrive at, the airport
daily. The airport features a 53,000-square-foot passenger terminal with space available for restaurants, retail concessions,
passenger lounges, ticketing desks and baggage claims. The airport has not offered commercial carrier service since 2000
in part due to the fact that the airport's runways lack the length required to accommodate many types of commercial
passenger jets. The City has subsidized the airport in recent years because the airport's revenues have fallen far short of
expenses. In Fiscal Year 2013, the City's General Fund contributed $0.3 million to fund the airport's operations and
maintenance. The airport's General Fund contribution for Fiscal Year 2014 was increased to $0.6 million.

® Joe Louis Arena

The City owns Joe Louis Arena, a 20,058-seat indoor arena that is home to the Detroit Red Wings of the National
Hockey League. Completed in 1979, Joe Louis Arena is the City's largest indoor entertainment venue. In addition to
professional hockey, Joe Louis Arena hosts concerts, circuses, ice shows and various occasional professional and college
sporting events.

In 2009, Olympia Entertainment ("Olympia"), the parent of the Detroit Red Wings (the "Red Wings"), declined to
renew its lease of Joe Louis Arena (the "Original JLA Lease"). The 30-year term of the Original JLA Lease expired on
July 1, 2010; since that date, the Red Wings have occupied Joe Louis Arena as a holdover tenant. As of the Petition Date,
certain disputes existed between the parties with respect to amounts the City maintained it was due under the Original JLA
Lease.

In July 2013, Olympia proposed a project to build a new arena in downtown Detroit — which would replace Joe
Louis Arena as the home of the Red Wings — along with a mixed-use residential, retail and entertainment district.
The proposed project involves a cooperative arrangement between Olympia and the City of Detroit Downtown
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Development Authority (the "DDA"). The DDA was created by the Detroit City Council by Ordinance No. 119-H on
May 20, 1976, under the provisions of Michigan Public Act 197 of 1975, the Downtown Development Authority Act,
MCL §§ 125.1651-125.1681. The DDA was established for the purpose of promoting and developing economic growth in
Detroit's downtown business district. The DDA funds its activities by an ad valorem tax of one mill on real and tangible
personal property not exempt by laws in the downtown development district, and the issuance of negotiable revenue and tax
increment obligations. For financial reporting purposes, the DDA is a component unit of the City because the members of
the DDA's Board of Directors are appointed by the City's mayor and are confirmed by the Detroit City Council, which
approves the DDA's budget. Further developments during this chapter 9 case regarding this transaction are provided in
Section IV.J.8.

B. Outstanding Financial Obligations of the City as of the Petition Date

On the Petition Date, the City filed its List of Creditors Pursuant to Section 924 of the Bankruptcy Code and
Bankruptcy Rule 1007 (Docket No. 16) (the "Original List of Creditors"). On August 1, 2013, the City filed its Amended
List of Creditors Pursuant to Section 924 of the Bankruptcy Code and Bankruptcy Rule 1007 (Docket No. 258)
(the "Amended List of Creditors"), which replaced the Original List of Creditors and redacted certain personal information
contained in the Original List of Creditors. On September 30, 2013, the City filed its Second Amended List of Creditors
and Claims, Pursuant to Sections 924 and 925 of the Bankruptcy Code (Docket No. 1059), which supplemented and
amended the information in the Amended List of Creditors. The Second Amended List of Creditors is the currently
effective list of the Claims against the City under section 925 of the Bankruptcy Code (as amended or supplemented from
time to time, the "List of Claims").

In the List of Claims, the City identified a total of approximately $17.976 billion in prepetition obligations,
including approximately $17.914 billion in long term obligations described in the paragraphs below.

1. Obligations Secured by Special Revenues

Michigan Public Act 94 of 1933, the Revenue Bond Act, MCL §§ 141.101-141.140 (the "Revenue Bond Act")
authorizes the City to issue bonds secured by the property and revenues of certain City enterprises ("Revenue Bonds").
Revenue Bonds issued by the City are not included in the general limit of indebtedness prescribed by Michigan law so long
as they do not impose any liability upon the City itself. As of the Petition Date, the City owed approximately $5.359 billion
in outstanding principal and interest amount of Revenue Bonds which includes approximately $504.3 million in outstanding
principal and interest amount of related revolving bonds (collectively, the "DWSD Revolving Bonds"). The Revenue
Bonds and the DWSD Revolving Bonds are serviced from the following Enterprise Funds:

(a) Sewage Disposal Fund Revenue Bonds & DWSD Revolving Sewer Bonds

As of the Petition Date, the City owed approximately $2.826 billion in outstanding principal and interest amount
of Revenue Bonds (consisting of first lien bonds totaling approximately $1.861 billion and second lien bonds totaling
approximately $965 million) serviced from the City's sewage disposal fund (the "DWSD Sewer Bonds"). The DWSD
Sewer Bonds consist of 19 series of Revenue Bonds issued between 1998 and 2012, bearing interest rates between 1.625%
and 7.50% and maturing July 1, 2014 through July 1, 2039. The 19 series of DWSD Sewer Bonds outstanding as of the
Petition Date are insured by various entities, including National Public Finance Guarantee Corporation ("NPFGC")
(12 series), Assured Guaranty Municipal Corporation ("Assured") (six series) and Financial Guaranty Insurance Company
("FGIC") (one series). Berkshire Hathaway Assurance Corporation ("Berkshire Hathaway") reinsures three series of
DWSD Sewer Bonds.

The City used the proceeds of the DWSD Sewer Bonds for the construction and maintenance of the sewage
disposal system as well as the refunding of other liabilities. Revenues of the sewage disposal system, net of operating
expenses, were pledged to secure payment of principal and interest on the DWSD Sewer Bonds.

In addition, as of the Petition Date, the City owed approximately $482.9 million in outstanding principal and
interest amount of DWSD Revolving Sewer Bonds related to the DWSD Sewer Bonds. During Fiscal Year 2013, the
sewage disposal system received net system revenues of approximately $461.8 million versus expected debt service
requirements of approximately $200.0 million.

A schedule of the DWSD Sewer Bonds and related DWSD Revolving Sewer Bonds is attached hereto as
Exhibit B.
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(b) Water Fund Revenue Bonds & DWSD Revolving Water Bonds

The City also owed approximately $2.525 billion in outstanding principal and interest amount of Revenue Bonds
(consisting of first lien bonds totaling approximately $1.884 billion and second lien bonds totaling approximately
$641 million) serviced from the City's water fund as of the Petition Date (the "DWSD Water Bonds"). The DWSD Water
Bonds consist of 20 series of Revenue Bonds issued between 1993 and 2011, bearing interest rates between 2.496% and
7.00% and maturing July 1, 2014 through July 1, 2041. Of the 20 series of DWSD Water Bonds outstanding as of the
Petition Date, 17 are insured by various entities, including by NPFGC (10 series), Assured (four series) and FGIC (three
series). Berkshire Hathaway reinsures two series of DWSD Water Bonds.

The City used the proceeds of the DWSD Water Bonds for the construction and maintenance of the water supply
system as well as the refunding of certain other liabilities. Substantially all of the revenues of the City's water supply
system, net of operating expenses, were pledged to secure payment of principal and interest on the DWSD Water Bonds.

The City also owed approximately $21.5 million in outstanding principal and interest amount of DWSD Revolving
Water Bonds related to the DWSD Water Bonds as of the Petition Date. During Fiscal Year 2013, the water system
received net system revenues of approximately $370.1 million versus expected debt service requirements of approximately
$153.4 million.

A schedule of the DWSD Water Bonds and related DWSD Revolving Water Bonds is attached hereto as Exhibit C.
(c) Automobile Parking Fund Revenue Bonds

As of the Petition Date, the City owed approximately $9.3 million in outstanding principal and interest amount of
Detroit Building Authority Revenue Refunding Bonds: Parking System, Series 1998-A, bearing interest rates between
4.70% and 5.125% and maturing July 1, 2014 through July 1, 2019 (the "Parking Bonds"). Substantially all revenues of the
City's parking system, net of operating expenses, were pledged to secure payments of principal and interest on the Parking
Bonds. During Fiscal Year 2013, the parking system received net system revenues of approximately $11.1 million versus
expected debt service requirements of approximately $1.7 million.

2. Long-Term General Fund Obligations

The City issues general obligation bonds (collectively, "General Obligation Bonds") to provide funds for the
acquisition and construction of major capital facilities and equipment. General Obligation Bonds have been issued for both
governmental and business-type activities. As of the Petition Date, the City had a total of $1.023 billion in outstanding
principal and interest amount of unlimited tax general obligation bonds (collectively, "Unlimited Tax General Obligation
Bonds") and limited tax general obligation bonds (collectively, "Limited Tax General Obligation Bonds"). In addition,
certain of the Unlimited Tax General Obligation Bonds and the Limited Tax General Obligation Bonds are secured by a
lien in or other rights to distributable state aid. The General Obligation Bonds consist of the following:

(a) Unlimited Tax General Obligation Bonds

Pursuant to the Home Rule City Act, the City levies the taxes used to pay debt service charges or obligations
(including (i) principal and interest due during the current tax year, (ii) amounts necessary to fund deposits into sinking
funds with respect to any mandatory redemptions and (iii) amounts due but unpaid from the immediately preceding year)
on Unlimited Tax General Obligation Bonds issued with the approval of the electorate. The amount of taxes levied to
service Unlimited Tax General Obligation Bonds is in addition to other taxes that the City is authorized to levy, without
limitation as to rate and amount and without regard to any City Charter, statutory or constitutional caps on taxation.

As of the Petition Date, the City owed approximately $479.4 million in outstanding principal and interest amount
of 13 series of Unlimited Tax General Obligation Bonds maturing from April 1, 2014 through November 1, 2035 and
bearing interest rates between 3.70% and 5.375%. Of this amount approximately $101.7 million in outstanding principal
and interest amount of one series of Unlimited Tax General Obligation Bonds issued in 2010 is secured by or has a right to
be paid from distributable state aid held by the State and not disbursed to the City. Each series of unsecured Unlimited Tax
General Obligation Bonds is insured by National, Assured or Ambac Assurance Corporation ("Ambac").

On November 8, 2013, National and Assured filed a joint complaint against the City commencing an adversary
proceeding in the Bankruptcy Court, Case No. 13-05309 (the "UTGO Litigation"). In the UTGO Litigation, National and
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Assured allege that the City's Unlimited Tax General Obligation Bond debt is entitled to special treatment in the City's
chapter 9 case. National and Assured seek a declaratory judgment and order that the City must segregate certain tax
revenues from the City's other sources of revenue and apply them solely for the purpose of servicing the City's obligations
under the Unlimited Tax General Obligation Bonds, thereby essentially elevating the Unlimited Tax General Obligation
Bonds to secured status. The City disputes National's and Assured's characterization of the City's obligations with respect to
the Unlimited Tax General Obligation Bonds. As of the date of this Disclosure Statement, the UTGO Litigation remains
pending.

It is the City's position that the Unlimited Tax General Obligation Bond debt is a general unsecured obligation, and
the Plan treats it accordingly. See Section V.B.2. That position is contested in the UTGO Litigation. That litigation, ot the
settlement thereof, may have an effect on the City's ability to continue to collect the ad valorem tax related to the Unlimited
Tax General Obligation Bond debt.

A schedule of the secured and unsecured Unlimited Tax General Obligation Bonds is attached hereto as Exhibit D.
(b) Limited Tax General Obligation Bonds

In addition to Unlimited Tax General Obligation Bonds, the City is authorized under Michigan law to issue
Limited Tax General Obligation Bonds without the approval of the electorate. Limited Tax General Obligation Bonds are
serviced from the City's General Fund, including ad valorem taxes levied for general operations purposes as a general
obligation of the City.

As of the Petition Date, the City owed approximately $546.8 million in outstanding principal and interest amount
of nine series of Limited Tax General Obligation Bonds maturing April 1, 2014 through November 1, 2035. Of this
amount, (i) approximately $252.5 million in outstanding principal and interest amount of one series of Limited Tax General
Obligation Bonds issued in 2010 is secured by a first lien on distributable state aid and (ii) approximately $130.8 million in
outstanding principal and interest amount of one series of Limited Tax General Obligation Bonds issued in 2012 is has the
right to be paid by the State using distributable state aid held by the State and not disbursed to the City. Four of the six
series of unsecured Limited Tax General Obligation Bonds are insured by Ambac. The other two series of unsecured
Limited Tax General Obligation Bonds are not insured.

On November 8, 2013, Ambac filed a complaint against the City commencing an adversary proceeding in the
Bankruptcy Court, Case No. 13-05310 (the "LTGO Litigation"). In the LTGO Litigation, in addition to repeating the
arguments raised by National and Assured in the UTGO Litigation, Ambac alleges that the City is obligated to use general
tax revenues collected within the City's charter, statutory or constitutional limitations to service the Limited Tax General
Obligation Bonds. The City disputes Ambac's characterization of the City's obligations with respect to the Unlimited Tax
General Obligation Bonds and the Limited Tax General Obligation Bonds. As of the date of this Disclosure Statement, the
LTGO Litigation remains pending,

A schedule of the secured and unsecured Limited Tax General Obligation Bonds is attached hereto as Exhibit E.
(c) Outstanding Installment Notes and Loans

As of the Petition Date, the City owed approximately $123.8 million in other outstanding installment notes and
loans payable related to various public improvement projects. These obligations included: (i) $90.1 million in notes
payable, which notes were issued in connection with the "Section 108" HUD Loan Guarantee Program and are secured by
future "Block Grant" revenues; and (ii) approximately $33.7 million in loans payable ($33.6 million of which is a
non-interest bearing unsecured loan, with flexible maturity, payable to the DDA as general operating funds become
available).

3. Certificates of Participation

In 2005, the City entered into a series of transactions involving the issuance to investors of approximately
$1.4 billion of instruments known as certificates of participation (the "2005 COPs"). Pursuant to City Ordinance
No. 05-05, the City organized two nonprofit entities known as "service corporations" — the Detroit General Retirement
System Service Corporation and the Detroit Police and Fire Retirement System Service Corporation (together, the
"Service Corporations") — to provide "services," including providing funding to the Retirement Systems by facilitating the
financing of the 2005 COPs. The Service Corporations in turn created a funding trust (the "2005 Funding Trust") to issue
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and sell the 2005 COPs. The 2005 Funding Trust issued the 2005 COPs in 2005. The City entered into a separate service
contract with each of the Service Corporations (the "2005 Service Contracts") pursuant to which the City agreed to make
certain payments in return for the Service Corporations' future assistance in funding transactions for the Retirement
Systems.

The Service Corporations are Michigan nonprofit corporations incorporated by the City pursuant to state law and
are legally separate from the City. Both of the Service Corporations, however, are fiscally dependent upon and provide
services entirely to the City. The governing body of each Service Corporation is its Board of Directors, each of which
consists of three officials of the City, the Finance Director, the Budget Director and the Corporation Counsel, plus two
members of the City Council, selected and appointed by the City Council.

In 2006, the Service Corporations established another funding trust (the "2006 Funding Trust" and, together with
the 2005 Funding Trust, the "Funding Trusts") and entered into a trust agreement with U.S. Bank National Association
("U.S. Bank") as trustee, pursuant to which agreement the 2006 Funding Trust issued the "2006 COPs" (together with the
2005 COPs, the "COPs"). One series of 2006 COPs had a fixed interest rate and was issued in the original aggregate
principal amount of $148.54 million; the other series of 2006 COPs was issued in the original aggregate principal amount
of $800 million and had a floating interest rate. The proceeds of the 2006 COPs were used, in large part, to fund the
optional redemption and cancellation of certain of the 2005 COPs. As of June 7, 2006, the Service Corporations each
entered into a service contract with the City in connection with the issuance of the 2006 COPs (together with the
2005 Service Contracts, the "Service Contracts").

As of the Petition Date, there were three series of COPs outstanding in the aggregate amount of approximately
$1.473 billion, as follows: (a) the Series 2005-A COPs in the aggregate amount of approximately $517.6 million, bearing
interest at 4.50 to 4.95%; (b) the Series 2006-A COPs in the aggregate amount of $153.7 million, bearing interest at
5.989%; and (c) the Series 2006-B COPs in the aggregate amount of $801.6 million, bearing interest at a floating rate.

The COPs may not be authorized under Michigan law. The City is subject to both the Home Rule City Act and the
Revised Municipal Finance Act of 2001, MCL §§ 141.2101-141.2821 (the "Municipal Finance Act"). Section 117.4a(2) of
the Home Rule City Act prescribes certain limitations on the amount of "indebtedness" that the City may incur. If the
City's obligations under the Service Contracts constitute "indebtedness" within the meaning of the Home Rule City Act,
then the issuance of the COPs may have exceeded the limitations on indebtedness imposed by the Home Rule City Act and,
thus, may not have been authorized under applicable Michigan law. Similarly, Sections 301 and 103 of the Municipal
Finance Act prohibit a "municipality" from issuing a "municipal security," except in accordance with the provisions of the
Municipal Finance Act. In addition, the issuance of some or all of the COPs may have constituted the issuance of a
municipal security by a municipality other than in conformity with the Municipal Finance Act.

4. Swap Liabilities

Ostensibly to protect against the risk of rising interest rates on the floating-rate COPs (the 2006-B COPs), those
COPs were restructured to have a "synthetic" fixed interest rate. To this end, in 2006, the Service Corporations entered into
pay fixed, receive variable interest rate swap transactions with an aggregate notional amount equal to the then-outstanding
amount of the 2006-B COPS, or $800 million, under eight separate master agreements (collectively, the "Swap Contracts")
with either (a) UBS AG and (b) SBS Financial Products Company LLC ("SBS" and, together with UBS AG, the "Swap
Counterparties"). Merrill Lynch Capital Services, Inc. provided credit support to SBS with respect to the transaction.

Under the Swap Contracts, the Service Corporations and Swap Counterparties agreed effectively to convert the
floating interest rate exposure of the Service Corporations into a fixed payment. Under this arrangement, the Swap
Counterparties agreed to make payments to the Service Corporations in the event the floating rates on the COPs exceeded
certain levels. Conversely, when the interest rate falls below the fixed rate, however, the Service Corporations must pay the
Swap Counterparties the difference between the lower floating rate and the higher agreed-upon fixed rate, on a quarterly
basis. The Service Corporations' sole source of funding for payments owed under the Swap Contracts is payments owed by
the City under the Service Contracts.

The Swap Counterparties required protection against the possibility that the Service Corporations might default on
their quarterly swap payments. Consequently, the City arranged for insurance policies to guaranty certain of the payments
on the Swap Contracts with FGIC and Syncora (together with FGIC, the "Swap Insurers"), as successor to XL Capital
Assurance Inc. The policies insure the quarterly payments owed under the Swap Contracts as well as a certain portion of
the termination payments that may be owed thereunder. In certain circumstances (e.g., when the Swap Insurer directs
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termination), there is no cap on the amount the Swap Insurer would owe with respect to a Claim based on a termination
payment. In the event the Swap Counterparties terminate the Swap Contracts, unless the Swap Insurers are otherwise
released, Syncora's maximum exposure is $27 million, and FGIC's maximum exposure is $50 million under their respective
policies relating to the Swap Contracts. Each of the policies is unconditional and irrevocable, and may not be cancelled for
any reason.

In or around January 2009, downgrades of the 2006 COPs' debt rating provided the Swap Counterparties the right,
pursuant to the Swap Contracts, to designate an early termination date for the transactions under the Swap Contracts.
Given the low prevailing interest rates in 2009, such early termination would have resulted in a lump-sum payment owed to
the Swap Counterparties of between $300 million and $400 million. To avoid such an early termination payment, the City,
the Service Corporations and the Swap Counterparties agreed to restructure the swap obligations. As part of this
restructuring, the City provided collateral to the Swap Counterparties for amounts owed to them under the Swap Contracts
pursuant to a Collateral Agreement dated June 15, 2009 (the "Collateral Agreement"), among the City, the
Service Corporations, the Swap Counterparties and U.S. Bank, as custodian. To secure the obligations to the
Swap Counterparties, the City agreed to direct its wagering tax revenues (the "Casino Revenues") into a lockbox account
(the "General Receipts Account") pending payment each month into a second lockbox account (the "Holdback Account") of
one third of the quarterly payment next due to the Swap Counterparties.

As of the Petition Date, each day, on average, approximately $0.5 million in Casino Revenues was deposited into
the General Receipts Account which, at the end of each 30-day period, amounted to approximately $15 million. Under the
Collateral Agreement, U.S. Bank releases the funds accumulating in the General Receipts Account to the City only after the
City deposits approximately $4 million — one-third of its quarterly swap payment — into the Holdback Account. Once the
City makes this deposit into the Holdback Account, U.S. Bank gives the City complete access to the Casino Revenues in
the General Receipts Account, as it is deposited, until the beginning of the next payment period. If the City fails to make a
quarterly swap payment, the Swap Counterparties are empowered under the Collateral Agreement to notify U.S. Bank that
it should not release — or should "trap" — the Casino Revenues owed to the City. The Swap Counterparties are permitted to
do this even if the amounts in the General Receipts Account exceed the amount of the missed swap payment. As of the
Petition Date, the City had not defaulted on any of its payments to the Swap Counterparties through the Holdback Account.

Section IV.D, below, summarizes litigation and settlement efforts regarding the City's swap obligations.
5. Pension Obligations
(a) Description of Retirement Systems

The Retirement Systems consist of the General Retirement System of the City of Detroit (the "GRS") and the
Police & Fire Retirement System of the City of Detroit (the "PFRS"). For financial statement purposes, the Retirement
Systems are included as fiduciary trust funds of the City. Each system is a single-employer plan composed of a defined
benefit plan and a defined contribution annuity program. The plans provide retirement, disability and pre-retirement death
benefits to plan members and beneficiaries. The plans are administered in accordance with the City Charter, the Detroit
City Code and union contracts, which assign the authority to establish and amend contributions and benefit provisions to
each plan's Board of Trustees. As of the Petition Date, Section 11-103(1) of the City Charter established the composition of
the GRS Board of Trustees, as follows, although the actual composition has been changed pursuant to certain collective
bargaining dispute arbitration awards: (i) the Mayor; (ii) one City Council member selected by the City Council; (iii) the
City Treasurer; (iv) five members of the GRS, elected by the GRS membership; (v) one City resident who is neither a City
employee nor eligible to receive GRS benefits, appointed by the Mayor and approved by the GRS Board of Trustees; and
(vi) one current GRS retiree who is receiving benefits under the GRS, elected by "retired City employees."
Section 11-103(2) of the City Charter provided, as of the Petition Date, that the PFRS Board of Trustees shall consist of:
(1) the Mayor or a designee of the Mayor; (ii) one City Council member selected by the City Council; (iii) the City
Treasurer; (iv) the Chief of Police; (v) the Fire Commissioner; (vi) three firefighters who are PFRS members, elected by
PFRS members who are firefighters; (vii) three police officers who are PFRS members, elected by PFRS members who are
police officers; and (viii) two current PFRS retirees who are residents of the City and are receiving benefits under the PFRS,
with one such retiree elected by "retired firefighters" and one elected by "retired police officers." The Retirement Systems'
investment policies are governed in accordance with Michigan Public Act 314 of 1965 (as amended), the Public Employee
Retirement System Investment Act, MCL §§ 38.1121-38.1141.
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(b) Underfunding
i. Retirement Systems' Prepetition Estimates

Each of the Retirement Systems has reported UAAL totals that are substantially lower than the amounts disclosed
by the City in the List of Claims. In particular, as of June 30, 2012, the GRS reported that it was 77.0% funded with a
UAAL of $837.7 million out of $3.644 billion in accrued liabilities. As of June 30, 2012, the PFRS reported that it was
96.2% funded with a UAAL of $147.2 million out of $3.823 billion in accrued liabilities. Thus, based on actuarial
assumptions and methods employed by the Retirement Systems prior to the commencement of the chapter 9 case, the
estimated UAAL as of the end of Fiscal Year 2012 for both Retirement Systems combined was $984.9 million.

ii. Unrealistic Assumptions

The City believes that the UAAL figures reported by the Retirement Systems were substantially understated
because they were based upon various actuarial assumptions and methods that served to substantially understate the
Retirement Systems' UAAL. The assumptions and methods included: (A) annual net rates of return on investments
(GRS - 7.9%; PFRS — 8.0%) that were unrealistic in light of the Retirement Systems' demographics, the targeted mix of the
Retirement Systems' assets and the inability of the City to budget for and fund pension investment loss in the event the
sought-after returns were not achieved; (B) the "smoothing" (reallocation over a period of years) of asset gains and losses
over a seven-year period, which masks the funding shortfall; and (C) the use of 29-year (PFRS) and 30-year (GRS)
amortization periods for funding UAAL — which is applied anew each year to the full amount of unfunded liability — that
allows unfunded liabilities to continue to grow rapidly as a result of compounding.

iii. Past Pension Practices

The Retirement Systems' trustees and certain City officials also have engaged in a variety of practices that
exacerbated and, in certain cases, masked the extent of the Retirement Systems' UAAL, particularly with respect to the
GRS.

(A) Annuity Savings Plan and 13th Check Program

Perhaps most damaging to the fiscal health of the Retirement Systems was the GRS board of trustees'
(the "GRS Trustees") actions in connection with the "annuity savings plan" offered to certain beneficiaries of the GRS
(the "Annuity Savings Plan"). Under the terms of the Annuity Savings Plan, active City employees were allowed to elect to
invest zero, three, five or seven percent of their salaries on an after-tax basis into a discrete defined contribution plan that
earned interest based on a rate of return established at the discretion of the GRS Trustees. These employee contributions
were aggregated and invested with the other assets of the GRS on a commingled basis. In many years, however, the GRS
Trustees chose to credit employees' Annuity Savings Plan accounts with rates of return that were far greater than the actual
rate of return earned on investments by the GRS. For a long period of time, the GRS Trustees essentially operated the
Annuity Savings Plan as a guaranteed investment contract with a guaranteed floor investment return approaching 7.9%.
For example, in 2009, the GRS lost 24.1% of the value of its assets, yet the GRS Trustees credited Annuity Savings Plan
accounts with a positive investment return of approximately 7.9%.

These inflated rates of return on Annuity Savings Plan accounts were funded with GRS assets attributable to the
City's contributions to fund the GRS's defined benefit pension. Hundreds of millions of dollars of GRS plan assets intended
to support the traditional defined benefit pensions that the City had promised were reallocated to the Annuity Savings Plan
and provided a windfall to the Annuity Savings Plan accounts of active employees outside of the defined benefit pension
plan. According to the "Initial 60 Day Report" issued by the Office of the Auditor General and the Office of the Inspector
General on August 20, 2013 (the "IG/AG Report"), this practice resulted in an effective rate of return of over 20% on
Annuity Savings Plan accounts for Fiscal Years 1984-86, 1995-2000 and 2005-07. The IG/AG Report also revealed that
interest dividend credits were given disproportionately to employees with Annuity Savings Plan accounts, resulting in
"excessively disproportionate" annuity refund amounts to such employees.

For the GRS, the transfer of assets that were otherwise intended to fund defined benefit pensions was not limited
to practices involving Annuity Savings Plan accounts. For example, in years in which the actual investment return
exceeded the assumed rate of return, the GRS Trustees paid out a portion of the excess to already retired pensioners.
Referred to as the "13th check" program — because the additional pension check would be in excess of the 12 monthly
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pension checks the retiree normally received in that year — these payments were made in excess of the pensioner's earned
pension and to the detriment of the Retirement Systems.

An average of nearly 55% of earnings over and above assumed rates of return were diverted from GRS defined
benefit pension plans into the Annuity Savings Plan accounts of active employees. An additional 17% of any such earnings
on average was distributed to retirees directly via the "13th check" program. Instead of being retained by the GRS, the
remaining 28% of these "excess" earnings on average was used to discount the City's forthcoming required pension
contributions, thus ensuring that the net performance of the GRS would never exceed the assumed rate of return in any
given year and that UAAL would continue to increase. These practices deprived the GRS of assets that would be needed to
support liabilities, especially in light of the fact that in certain years, the GRS' investment returns inevitably would fall short
of their assumed rates of return. See Declaration of Charles M. Moore in Support of City of Detroit, Michigan's Statement
of Qualifications Pursuant to Section 109(c) of the Bankruptcy Code (Docket No. 13) (the "Moore Declaration™), at q 19.

According to a report that was provided to City Council members by the Fiscal Analysis Division on
November 21, 2011, the total cost to the City of the GRS practices of distributing pension-fund earnings over assumed rates
of return to retirees and active employees — whether by direct payment via a "13th check" or through excess contributions
to employees' Annuity Savings Plan accounts — as of June 30, 2008, was $1.92 billion. See Report of Joseph Esuchanko
dated March 8, 2011, at 9.

(B) Fiduciary Malfeasance

There are also serious allegations that former Retirement Systems officials have engaged in additional fiduciary
misconduct that has harmed the Retirement Systems. For example, in January 2012, a trustee of the Retirement Systems
was indicted by a federal grand jury on charges that he conspired with others to personally enrich himself and his
co-conspirators by accepting bribes from individuals who conducted business with the Retirement Systems. These bribes
took the form of cash, travel, meals, golf clubs, drinks, gambling money, hotel stays, entertainment, Las Vegas concert
tickets, massages, limousine service, private plane flights, and other things of value. According to a Federal Bureau of
Investigation ("FBI") Press Release dated February 28, 2012, the Retirement Systems suffered more than $84 million in
losses from investments associated with the charged-trustee's alleged bribery conspiracy. In March 2013, the former
general counsel of both Retirement Systems and a former PFRS trustee were also indicted for having participated in the
aforementioned bribery and kickback conspiracy, which involved steering more than $200 million in Retirement System
investments. According to an FBI Press Release dated March 20, 2013, these Retirement Systems officials and others
collectively conspired to defraud current and retired employees of the City of their right to the honest services of
Retirement Systems officials free from bribery and corruption.

In 2009, it was reported that certain Retirement System trustees and their lawyers and staff billed the Retirement
Systems $380,000 for traveling around the world to attend conferences. The GRS trustee who spent the most time traveling
to such conferences reportedly billed the GRS for $105,000 in travel expenses, including three trips to Singapore and one
trip to Hong Kong. Some of this travel occurred during an 18-month period during which the Retirement Systems lost
billions of dollars in investments. The misconduct of these Retirement System officials has contributed, in a not
insignificant way, to the underfunding of the Retirement Systems.

© Deferrals of Current Contributions

The City also periodically deferred payment of its year-end PFRS contributions (and financed such deferrals at a
rate of 8%). As of May 2013, the City had deferred approximately $58 million in pension contributions owing for
Fiscal Year 2013. Contributions made in the form of notes were treated as timely funding contributions made to the
pension trust during the applicable financial year. In addition, the City was granted a funding credit by PFRS in the amount
of $25 million for each of the Fiscal Years 2008 through 2010, resulting in under-contributions by the City toward its
pension liabilities for each of those years.

iv. Pre-Chapter 9 Estimates of Extent of Underfunding Using Realistic Assumptions

In the List of Claims, the City set forth what it believes it a more realistic total UAAL for the Retirement Systems
of $3.474 billion, consisting of $2.037 billion in UAAL owed to the GRS and $1.437 billion in UAAL owed to the PFRS.
As set forth in the Moore Declaration, which was filed on the Petition Date, the City's actuary, Milliman Inc., calculated
this UAAL figure merely by substituting the estimated market value of the Retirement Systems' assets for their actuarial
value and using a somewhat more achievable assumed rate of return of 7.0% instead of the rates of return of 7.9% or 8.0%
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assumed by the GRS and the PFRS, respectively. If one were to apply assumed rates of return of 6.25% for GRS and
6.50% for PFRS — which under the Plan are more reasonable discount rates in light of relevant circumstances — the UAAL
totals increase to $2.299 billion for the GRS, and $1.588 billion for the PFRS, as of the end of Fiscal Year 2012.

6. Other Post-Employment Benefit Obligations
(a) General

Prior to the Petition Date, the City provided substantial post-retirement health benefits — also known as other
(non-pension) post-employment benefits or "OPEB" benefits — to current and future retirees and their dependents. The City
provides OPEBs under two umbrella plans — the Health and Life Insurance Benefit Plan (the "Health/Life Benefit Plan")
and the City of Detroit Employee Benefit Plan, which operates and administers the Employee Supplemental Death Benefit
Plan (the "Supplemental Plan" and, together with the Health/Life Plan, the "OPEB Plans").

The List of Claims estimated liabilities in the aggregate amount of $5.718 billion for UAAL associated with the
OPEB Plans. This amount included the present value of OPEB liabilities for active employees of the City not yet retired.
The OPEB liability amount for former employees retired from the City and continuing to obtain retiree health and life
insurance is approximately $3.185 billion. In the aggregate, 99.6% of the City's OPEB liabilities were unfunded as of the
Petition Date. As of June 30, 2011 (the most recently published actuarial valuation), there were 19,389 retirees eligible to
receive benefits under the City's OPEB Plans. The number of retirees receiving benefits from the City is expected to
increase over time.

The City's OPEB liabilities are particularly high due to, among other things: (i) the fact that retirees can choose
from 22 different plan options with varying structures and terms, which creates a high level of complexity and cost in
benefit administration; and (ii) the extremely generous benefit features of the programs, especially for dependent coverage,
which create high costs to the City on a per retiree basis.

(b) Health/Life Benefit Plan

The Health/Life Benefit Plan is a single-employer defined benefit plan that provides hospitalization, dental care,
vision care and life insurance to all officers and employees of the City who were employed on the day preceding the
effective date of the Health/Life Benefit Plan and who continue in the employ of the City on and after the effective date of
the Health/Life Benefit Plan. Retirees were allowed to enroll in any of the group plans offered by the City to active
employees. The City provides health care coverage for substantially all retirees in accordance with terms set forth in union
contracts.

General City employees hired before 1995 were eligible for health care benefits if they satisfy any of the following
criteria: (i) 30 years of creditable service (or 25 years of creditable service for an EMS member), (ii) 10 years of creditable
service having attained age 60 or (iii) 8 years of creditable service having attained age 65. The health care benefit
eligibility conditions for general City employees hired on or after 1995 are (i) 30 years of creditable service having attained
age (55, 60 or 65, as applicable), (ii) 10 years of creditable service (having attained age (55, 60 or 65, as applicable) or
(ii1) 8 years of creditable service (having attained age (55, 60 or 65, as applicable). The City provided full health care
coverage to general City employees who retired prior to January 1, 1984 (except for a "Master Medical" benefit that was
added on to the coverage after that date). The City pays up to 90 percent of health care coverage for employees who retired
after January 1, 1984; however, for employees who retired between January 1, 1984 and June 30, 1994, the retiree share
had been reduced by 50 percent by appropriations from City Council. The City also paid health coverage for an eligible
retiree's spouse that was married to the retiree as of the date of retirement, under the same formulas noted above, as long as
the retiree continued to receive a pension, and for dependents. Dental and vision coverage also were provided for retirees,
spouses and dependents.

The health care benefit eligibility conditions for employees of the Detroit Police Department ("DPD") and the
Detroit Fire Department ("DFD") were (i) any age with 25 years of creditable service or (ii) any age with 20 years of
service for Detroit Police Officers Association ("DPOA") members, effective March 8, 2007, and Allied Detroit Fire
Fighters Association ("DFFA") members, effective March 8, 2008. The City paid up to 90 percent of health care coverage
for the retiree and any eligible spouse. Spouses (widows or widowers) of "Straight Life Option" retirees who retired prior
to July 1, 1987 continued to receive hospitalization coverage. Coverage also was provided to dependents. Dental and
vision coverage were also provided for retirees, spouses and dependents.
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The City also provided health care coverage to general City employees and DPD and DFD employees that opted
for early retirement. For general City employees hired before 1995, the health care benefit eligibility conditions were 25
years of creditable service; for employees hired after 1995, the health care benefit eligibility conditions were 25 years of
creditable service (having attained age 55). The coverage began when the retiree would have been eligible for ordinary
retirement. The City paid up to 90 percent of health care coverage for the retiree and any eligible spouse. For DPD and
DFD employees, the health care coverage began when (i) the retiree reached the date he/she would have completed 25
years of creditable service or (ii) for DPOA and DFFA member, the retiree would have completed 20 years of creditable
service (effective March 8, 2007). The City paid up to 90 percent of health care coverage for the retiree and any eligible
spouse. Spouses (widows or widowers) of Straight Life Option retirees who retired prior to July 1, 1987 received
hospitalization coverage, as did dependents. Dental and vision coverage were also provided for retirees, spouses and
dependents.

The City also provided health care coverage at reduced rates to general City employees and DPD and DFD
employees who met certain health care benefit eligibility conditions and retired under the "Deferred Retirement Benefits
(Vested)," the "Death-in-Service Retirement Benefits Duty and Non-Duty Related" and the "Disability Retirement Benefits
Duty and Non-Duty Related" programs. Complementary health care coverage was provided by the City for those retirees
that are Medicare-Eligible. Retirees who opted out of the retiree health care coverage could have obtained coverage at a
later date.

In addition to health care coverage, the City allowed its retirees to continue life insurance coverage under the
"Group Insurance Protection Plan" offered to active employees in accordance with Section 13, Article 9 of the Detroit City
Code. The basic life insurance coverage for general City employees and Police and Fire employees was based on the
employee's basic annual earnings to the next higher thousand dollars. The life insurance benefit amounts ranged from
$3,750 to $12,500.

The Health/Life Benefit Plan is financed entirely on a "pay-as-you-go" basis and is 0% funded. As of
June 30, 2011, the City had $5,718,286,228 in actuarial liabilities under the Health/Life Benefit Plan. The cost to the City
on account of retiree benefits provided under the Health/Life Benefit Plan in Fiscal Year 2012 was $177,460,627. This
contribution by the City was in addition to $23,516,879 contributed by retirees during Fiscal Year 2012.

As of the Petition Date, the City's OPEB costs were expected to increase as a result of the growing number, and
relatively young age, of City retirees (pension and health care plans have no age restrictions and early vesting ages) as well
as increases in health care costs, particularly hospitalization costs.

In addition, although the Health/Life Benefit Plan is secondary to Medicare for eligible employees over the age of
65, many retired DPD and DFD employees are not eligible to receive free Medicare Part A benefits due to state-regulated
Social Security "opt-out" provisions.

() Supplemental Plan

The Supplemental Plan is a pre-funded single-employer defined benefit plan providing death benefits based upon
the retiree's years of City service ranging from $1,860 (for 8 to 10 years of service) to $3,720 (for 30 years of service, with
$93.00 per year added for each additional year of service beyond the 30th year). As of June 30, 2011, the City had
$34,564,960 in actuarially accrued liabilities under the Supplemental Plan. As of the Petition Date, the Supplemental Plan
was 74.3% funded, with approximately $8.9 million in UAAL. In Fiscal Year 2012, the cost to the City on account of
benefits provided under the Supplemental Plan was $131,116. This contribution by the City was in addition to $15,944
contributed by retirees during Fiscal Year 2012.

(d) Weiler Class

In July 2006, the City made a number of unilateral changes to healthcare benefits for unionized police and
firefighter retirees, including increases to co-payments and deductibles and higher contributions for monthly healthcare
premiums. On July 12, 2006, retiree Alan Weiler filed a class action lawsuit against the City on behalf of approximately
8,000 retirees alleging violations of various collective bargaining agreements ("CBAs"). Mr. Weiler contended that the
relevant CBAs promised vested, lifetime and unalterable healthcare benefits. The Wayne County Circuit Court certified the
case as a class action. During litigation, the City maintained that it had the right to change retiree health benefits.
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On March 14, 2007, the Wayne County Circuit Court denied the plaintiffs' motion to reverse the City's changes to
healthcare benefits. Ultimately, the Court concluded that the relevant CBAs were ambiguous as to whether the retirees had
been promised vested lifetime retiree health benefits. Accordingly, the Court concluded that a trial was necessary. Before
the trial occurred, the City and plaintiffs agreed to settle the case. On August 26, 2009, the Court approved and entered the
parties' settlement agreement, reducing it to a binding consent judgment, i.e., a judgment of the Court that is fully
enforceable by either party to the agreement.

The settlement agreement requires the City to provide Weiler class members with generous health benefits for as
long as class members receive a City pension. The cost to the City of the benefits payable to the Weiler class
retirees/beneficiaries currently is approximately $75 million per year, representing over 40% of retiree benefits costs under
the Health/Life Benefit Plan. The Weiler plaintiffs are expected to assert that the settlement restricts the ability of the City
to alter the benefit provisions included in the settlement. The City believes that the Claims of the Weiler plaintiffs are no
different than other unsecured Claims that are asserted by creditors of the City and that such Claims can be modified in the
City's chapter 9 case.

7. Other Liabilities

In addition to the liabilities described in Sections III.B.1 through II.B.6, as of June 30, 2013, the City had
approximately $313 million in other outstanding liabilities, including, among other obligations: (a) outstanding trade debt
of approximately $73.0 million; (b) liability for accrued compensated absences (including unpaid and accumulated vacation
and sick leave balances) of approximately $81.9 million; (c) accrued workers' compensation claims, for which the City is
self-insured, of approximately $86.4 million; (d) various claims and judgments (including lawsuits and claims other than
workers' compensation claims but excluding disputed or unliquidated claims) of approximately $63.9 million; and
(e) capital leases payable totaling approximately $8.1 million.

Additionally, the City estimates that, as of June 30, 2013, the General Fund had outstanding interfund loans,
deferrals and other amounts due to Enterprise Funds, other taxing authorities and the Retirement Systems of approximately
$274.3 million, which deferrals and amounts are effectively borrowings. These amounts include: (a) approximately $53.8
million in interfund loans owed to Enterprise Funds; (b) approximately $77.2 million in cash belonging to Enterprise Funds
held in the operating account of the General Fund; (c) approximately $35.3 million in property taxes collected on behalf of
other taxing authorities; and (d) approximately $108.0 million in deferred pension contributions owed to the Retirement
Systems for Fiscal Year 2013 and prior Fiscal Years (as described in Section II1.B.5.b.iii.C).

In addition to these liabilities, the City is required under state law to fund the operations of the 36th District Court,
which is located within the City. Detroit's 36th District Court is one of the largest and busiest courts in the United States,
processing more than 500,000 cases annually. Within the 36th Judicial District of the State of Michigan (the "36th Judicial
District") — consisting solely of the City of Detroit — the 36th District Court has original jurisdiction over (a) all City traffic
and ordinance violations, (b) all criminal misdemeanor cases, (c) preliminary examinations for felony cases, (d) small
claims suits, (e) civil lawsuits up to $25,000 and (f) real estate matters involving rent and land contract disputes.

Pursuant to section 8101 of Michigan Public Act 236 of 1961, the Revised Judicature Act,
MCL §§ 600.101-600.9948 (the "Judicature Act"), the State is divided into judicial districts under the superintending
control of the Michigan Supreme Court. The districts established by the Judicature Act are categorized into three classes.
"Third-class districts" consist of one or more political subdivisions within a county. Each political subdivision within a
third-class district generally is responsible for the cost of maintaining, financing and operating the district court within its
borders, except as otherwise provided in the Judicature Act. The 36th Judicial District is a district of the third class.
The 36th District Court is the court for the 36th Judicial District. Thus, pursuant to the Judicature Act, the City is
responsible for maintaining and financing the operations of the 36th District Court except as to certain expenses expressly
excluded by the Judicature Act. Although the 36th District Court receives funding from the City, it is not a City department
and the City is not involved in managing, and thus cannot directly restructure, the 36th District Court's operations. The
City spent approximately $34.0 million to finance the 36th District Court during Fiscal Year 2013.

There are numerous inefficiencies in the 36th District Court's operations, such as: (a) low fine collection rates and
ineffective collection practices; (b) an overreliance on, and redundant checks relating to, paper documents and physical case
files; (c) inefficient docket management systems; (d) limited use of operating performance metrics; (e) obsolete computer
hardware and software; and (f) pervasive overstaffing. In May of 2013, the administrative office of the Michigan Supreme
Court appointed a "Special Judicial Administrator" to restructure the 36th District Court. To date, the Special Judicial
Administrator has (a) reduced the 36th District Court's employee headcount, (b) instituted a 10% pay cut, (c) procured a
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$1 million grant from the State to upgrade the court's information technology systems, (d) transitioned employees to a more
cost-effective healthcare program and (e) initiated various pilot projects — such as electronic ticketing — to increase fine
collection rates. See Section IX.C for further detail regarding restructuring initiatives related to the 36th District Court.

C. The City's Steady Operational and Financial Decline

The circumstances that led the City to commence its chapter 9 case were not of recent origin. Rather, they were
the product of demographic and economic forces that had been mounting for decades. In 1952, at the height of its
prosperity and prestige, Detroit — frequently referred to as the cradle of the American automobile industry — had a
population of approximately 1.85 million, a 600% increase from the population in 1900. Detroit's expansion coincided with
the rise of the automakers. From 1900 to 1930, Detroit was the fastest growing city in the world, and by 1929 it was the
fourth largest city in America. In 1950, Detroit was building half of the world's cars. During that period, half a million
people came to Detroit looking for work.

1. Declines in Population and the City's Manufacturing Base

From the 1950s to the Petition Date, Detroit lost both residents and a significant percentage of its manufacturing
base. Detroit's population declined by nearly 45% to just over one million as of June 1990. In the following 23 years, the
population decline continued, falling by a further 25% between 2000 and 2010. Detroit's population stood at 684,799 as of
December 2012, a 63% decline from its postwar peak of 1.85 million residents. Detroit has gone from the fourth largest
city in America in 1929 to the eighteenth largest today. No other American city has experienced a comparable decline in
population over a similar period of time.

A considerable amount of migration out of the City was a result of economic dislocation. In particular, changes in
the auto industry over the years had an outsized impact on Detroit's economy. Almost immediately after World War 11,
Detroit began to lose manufacturing jobs as the auto companies automated their facilities and moved their remaining jobs
out of the City. Between 1947 and 1963, Detroit lost approximately 150,000 manufacturing jobs as smaller auto
manufacturers disappeared (e.g., Packard and Studebaker), and the "Big Three" began to move operations to the suburbs
and out of the State.

These trends only accelerated as the Detroit automakers began to lose ground to international competitors.
Foreign automakers entered the U.S. market during the 1950s with fuel-efficient vehicles and, when the oil crisis of 1973
hit, U.S. automakers were unprepared. Automobile production fell nearly 30% in the next two years, and the market share
of U.S. automobile companies declined from 95% in 1955 to 75% in 1980. By 2008, Detroit's share of U.S. auto sales had
declined to 47%.

The collapse of Detroit's manufacturing industry during the second half of the 20th century was not limited to the
automobile sector. Non-auto companies also shuttered operations. In the 1970s and 1980s, companies such as Uniroyal,
Vernor's Ginger Ale and Revere Copper closed their plants and left abandoned sites behind. From 1972 to 2007, the City
lost approximately 80% of its manufacturing establishments and 78% of its retail establishments, many of which relocated
from the City to its suburbs, beyond the reach of public transportation.
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Table III.C.1.a
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2. Declining Revenues

Declines in both population and the economy were mutually reinforcing trends. As more people left the City,
there was less economic activity and, thus, a decreased need for workers. Less economic activity and fewer jobs induced
yet more people to leave, thus further reducing economic activity and exacerbating job losses. This decades-long vicious
spiral took a tremendous toll on the City's ability to generate revenue. Detroit's municipal income tax receipts —
traditionally the City's largest source of revenue — have decreased by approximately $95 million (or 30%) since 2002 and
by $43 million (or more than 15%) since 2008, driven lower primarily by high unemployment and declining per capita
income. Despite a small recovery in municipal income tax revenues since 2010, as of the Petition Date, the City projected
that by 2023 municipal income tax revenues would not have recovered even to their 2008 levels.
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Ancillary taxes imposed by the City likewise either had declined or were expected to decline on a prospective
basis as of the Petition Date. Detroit is the only city in Michigan to impose a "utility users' tax" on its citizens. The City's
receipts from this utility users' tax decreased approximately 28% over the last decade (from approximately $55.3 million in
Fiscal Year 2003 to approximately $39.8 million in Fiscal Year 2012). As of the Petition Date, the City projected that
utility users' tax revenues would remain approximately flat with projected revenues of approximately $40.4 million by
Fiscal Year 2023.

Detroit is also the only municipality in Michigan authorized to levy a casino wagering tax. These wagering tax
revenues recently have remained steady at approximately $180 million per year. As a result of expected loss of market
share to casinos opening in nearby locations (e.g., Toledo and Cleveland, Ohio), the City estimates that its wagering tax
revenues would decrease in Fiscal Year 2013 by approximately 5% and continue to decline to approximately
$168.2 million in Fiscal Year 2015, failing to recover their Fiscal Year 2012 level until Fiscal Year 2023.

Due to the City's declining population and significant cuts by the State, Detroit's share of distributed state revenue
for Fiscal Year 2012 had decreased by more than $161 million (or approximately 48%) since Fiscal Year 2002 and by
approximately $76 million (or approximately 31%) since 2008. Although higher projected tax revenues collected by the
State are expected to halt the decline in the City's receipt of shared revenue over the coming Fiscal Years, revenue sharing
payments: (a) remain at risk of further decrease given the City's declining population; and (b) are projected to remain
approximately 20% below Fiscal Year 2011 levels for the foreseeable future.
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3. Eroding Tax Base
(a) Unemployment

The demise of Detroit's industrial sector proved catastrophic for its citizens' employment prospects. The number
of jobs in Detroit (for residents and non-residents) declined from 735,104 in 1970, to 562,120 in 1980, to 412,490 in 1990,
to 346,545 in 2012. The "Great Recession" of the past decade dealt an especially punishing blow. Detroit's unemployment
rate already stood at an alarming 16% as of June 2008. When the recession took hold, the production and sales of
automobiles in the U.S. cratered. Combined sales for Detroit's automakers fell from 8.1 million in 20