PFRS Service Contract 2006

between the
Detroit Police and Fire Retirement System Service Corporation
and the

City of Detroit

Dated June 7, 2006
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Whereas, this Service Contract is a “2006 Service Contract”, under the Resolution
adopted by the City Council on April 26, 2006 (the Aet of Council), entered into for the purpose
of implementing the Act of Council by enabling the Carporation to meet obligations in respect of
the Additional Funding the Corporation agreed, if requested by the City and approved by the
City Council, to provide in Section 4.01 of its 2005 Service Contract (as defined in the Act of
Council, the 2685 Service Coniract),

Whereas, the maximum amount of the Additional Funding that the City has requested
that the Corporation provide pursuant to its agreement under the 2005 Service Contract is equal
to $660,470,000, the amount of the Scheduled Payments that the City is obligated to pay under
the 2005 Service Contract (as defined in the Act of Council, the 2005 Scheduled Payments),

Whereas, the Act of Council provides for the Additional Funding to be accomplished in
one or more Additional Funding Transactions;

Whereas, this Service Contract provides for an Additional Funding Transaction with
respect to 2005 Scheduled Payments in the amount of $572,580,000 (the Subject 20035
Scheduled Payments as more specifically identified herein); and

Whereas, in anticipation of the Additional Funding Transaction to be undertaken
pursuant to this Service Contract, the Corporation entered into the agreement dated June 7, 2006,
with UBS Securities LLC (the Dealer Manager Agreement) to act as the Corporation’s dealer
manager for purposes of conducting the tender (the Dealer Manager) for the purchase of the
herein defined Tender Certificates;

Now, Therefore, in consideration of the premises and the mutual promises contained
here, the parties hereto agree as follows:
Sectien 1. Definitions; Identification of Schedules

(a)  Undefined capitalized terms used herein and defined in the first paragraph
hereof or the preamble hereto are used herein as therein defined, such terms include:

Act of Council Dealer Manager Agreement

City 2005 Scheduled Payments
Corporation 2005 Service Contract

Dealer Manager Subject 2005 Scheduled Payments

(b)  The following are the subsections of this Section where terms are defined
or where the locations are given where terms defined in other sections of these Specific
Terms:

Subsection (C) ........cccevv e, Terms used generally
Subsection (d).........cccvvenn, Terras defined elsewhere in these Specific Terms
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Names given to numbered or alpha/numerically des-
ignated Schedules

(¢}  The following terms have the following respecrive meanings for the pur-
pose of this Service Contract unless the context otherwise clearly requires:

Business Day means a day on which both the City and the Trustee are
open for the transaction of business.

Trust Agreemert means the trust agreement, to be dated the Closing Date,
between the Corporation and the Trustee establishing the Funding Trust and pro-
viding for the issuance of the Certificates.

2005 Contract Administrator means the Person serving as “Contract Ad-
- winistrator” under the 2005 Contract Administration Agreement.

2005 Contract Administration Agreement means the Contract Admini-
stration Agreement, dated May 25, 2005, under which the 2005 Service Contract
is administered.

2005 Hedge means any Authorized Hedge entered into by the Corporation
pursuant to the 2005 Service Contract.

2005 Hedge Counterparties means the Hedge Counterparties listed in the
Schedule of 2005 Hedges to be Terminated.

2005 Hedge Termination Receivables means the amounts to become due
to the Corporation from the 2005 Hedge Counterparties by reason of the termina-
tion, in whole or in part, of the 2005 Hedges to be Terminated in connection with
the payment or prepayment of Subject 2005 Scheduled Payments. The amounts
of the 2005 Hedge Termination Receivables are set forth in the Schedule of 2005
Hedges to be Terminated as the “Hedge Termination Receivables”.

2005 Hedge to be Terminated means any 2005 Hedge identified in the
Schedule of 2005 Hedges to be Terminated.

2005 Scheduled Payment Dates means Scheduled Payment Dates pro-
vided for in the 2005 Service Contract,

2005 Service Charge Payment Date means a date on which 2005 Service
Charges become due pursuant to the 2005 Service Contract.

2005 Service Charges means Service Charges to become due pursuant to
the 2005 Service Contract on 2005 Scheduled Payments.

2005 Service Contract means the Service Contract, dated May 25, 2005,
between the Corporation and the City.

Subjzct 2005 Scheduled Payments means the 2005 Scheduled Payments
identified in the Tender Schedule and in the Non-Tender Schedule.

]
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date hereof among the Corporation, the City and the Representatwe on beha]f of
the Underwriters.

(d)  Certain of the terms generally used in these Specific Terms are defined
elsewhere and include the following:

Term Location
CertifICALES 1.vvviivirirerereiie e es e e esse s e esrrae Section 5
General TErms ..ot Section 1
Non-Tender ESCrow...oooov i Seciton i1
Prepayment Date..........cooooreiiieiinicie e e Section 6
Prepayment Premilm. . ....oooeiivveeieeicncece s o ceeninen Section 6
Stated Funding Amount ............ Stated Amounts Funding Schedule
Specific Terms........cooeiiviii i Section 1
Tender ACCOUNL ......ooviveeiiiieeis = e Section 12
Transaction AMOUNL ...........eveeerieeeiiieerree s Section 3

()  Certain of the terms used primarily with respect to the Prepayment Sched-
uled Payments are defined in Section 11 and include the following:

Non-Tender Amount 2005 Prepayment Dates
Non-Tender Escrow Supplement 2005 Prepayment Premiums
Prepayment Scheduled Payments

® Certain of the terms used primarily with respect to Tender Scheduled
Payments are defined in Section 12 and include the following;

Accrued Tender Service Charges Tender Payment

Bereficial Owner Tender Payment Date
Relevant 2005 Owners Tender Period

Tender Amount Tender Premium

Tender Account Tender Scheduled Payments
Tender Account Supplement 2003 Trust Agreement
Tender Certificates 2005 Trustee
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PFRS Service Contract

Schedule Name
Schedule 1. Stated Amounts Funding Schedule
Schedule 1A ................ Schedule of 2005 IHedges to be Terminated
Schedule 1B-NTS ... Non-Tender Schedule
Schedule IB-TS ..o Tender Schedule
Schedule 2 ..o Scheduled Payments Attachment
Schedule 3.........c..ocoiee. Sinking Fund Installments Attachment
Schedule 4 ........ccoviiviiiie e Schedule of Credit Insurance
Schedule 5 ..o, Schedule of Stated Hedges

Section 2.  Constituent Parts of the Service Contract and Incorporation by Reference

The PF&S Service Contract 2006 t3nsists of this instrument (the Specific Terms; rnd-the
Resiated General Terms and Conditions of PFRS Service Contract 2006, dated as oi fane 1;
2006 (the General Terms), which is incorporated by reference and made a part hereof as if set
forth in full in this instrument.

Section 3.  Purpose of fnitial Funding; How Accomplished

(a)  The purpose of the Initial Funding is to provide an Additional Funding Transac-
tion by funding the Subject 2005 Scheduied Payments pursuant to this Service Contract.

(b)  The Corporation shall accomplish the Additional Funding Transaction as pro-
vided in this subsection. The amount necessary to accomplish the Additional Funding Transac-
tion (the Transaction Amount), to be applied to the below purposes, is set forth in the Stated
Amounts Funding Schedule.

(1) 2005 Hedge Termination Receivables shall be applied as provided
in Section 10.

(2)  The Corporation shall establish the Non-Tender Escrow and de-
posit therein its proceeds from the sale of the Certificates equal to the Non-Tender

Amount to be applied in accordance with the Non-Tender Escrow Supplement (as
to which, see Section 11).

(3)  The Corporation shall establish the Tender Account and deposit
therein its proceeds from the sale of the Certificates equal to the Tender Amount
to be applied in accordance with the Tender Account Supplement in conjunction
with the Dealer Manager Agreement (as to each of which, see Section 12).

Section 4.  Certain Particnlarg of the Initial Funding

(ay  Stated Fynding Amount

The Stated Funding Amount consists of the Transaction Amount and the Ancillary
Amounts, all as set forth in the Stated Amounts Funding Schedule.

1974114.00659/401752
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Fanding Rate Portion Amount

FIXEA RALE ...oeveeveoeees et enee s e senes e ansanee s $79,590,000°
VATABIE BB ..o e, $516,254,000°

(¢)  Scheduled Payment Dates and Amounts, Service Charge Classes

The Scheduled Payment Dates, the amounts of Scheduled Payments of the Funding Rate
Portions due on their respective Scheduled Payment Dates and the respective Service Charge
Classes are set forth in the Schedaled Payments Attachment.

(d)  Sinking Fund Installments

The Scheduled Payments subject to Sinking Fund Installments, the amount of the
respective Sinking Fund Installments and Scheduled Payment Dates on which the Sinking Fund
‘Installments are due are set forth in the Sinking Fand Installments Attachment.

(e)  Fixed Rate Funding Portion

(1)  The Fixed Rate Service Charges applicable to the Fixed Rate Funding
Portion are set forth in the Schedaled Payments Attachment opposite the Schednled
Payments comprising the Fixed Rate Funding Portion.

(2)  The Fixed Rate Service Charge Payment Dates are the fifieenth day of
each June and December, commencing December 15, 2006,

63 Variable Rate Funding Portion

(1) Index Rate Service Charges are the only Type of Variable Rate
Service Charges.

(2)  The Index Rate Service Charges and the defined terms relative to
determining the Index Rate Service Charges are set forth in the Index Rate
Funding Supplement.

(g)  Credit Insurance

The Corporation shall enter into the Credit Insurance described in the Schedule of Credit
Insarance for, respectively, all Service Charge Classes and the Stated Hedges.

(h)  Stated Hedges

The Corporation shall enter in the Hedges described in the Schedule of Stated Hedges
with respect to the Index Rate Service Charge Class. The Stated Hedges are acceptable to the
Finance Director.

! The total of the Scheduled Payments for the Fixed Rate Service Charge Class set forth in the Scheduled Payments
Attachment,

% The total of the Scheduled Payments for the Variable Rate Service Charge Class set forth in the Scheduled Pay-
ments Attachment,
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The Closing Date is provided for in the Underwriting Agreement.

(k)  Contract Administration Agreement

The Contract Administration Agreement is the Contract Administration Agreement
2006, dated the Closing Date among the Corporation and the other Persons named therein, for
the administration, inter alia, of this Service Contract.

Section 5.  Provision of Initial Funding

The Corporation shall enter into the Trust Agreement on the Closing Date in order to
establish Detroit Retirement Systems Funding Trust 2006 (the Funding Trust) for the purpose of
issuing Certificates of Participation captioned as provided therein (the Certificates) to prowde
the Initial Funding; .

Section 6.  Optional Prepayment — Fixed Rate Portion

(@) The City may prepay the Scheduled Payments (each, a Selected Scheduled
Payment) of the Fixed Rate Portion in whole or in part on any date by paying the Corporation an
amount equal to the greater of:

(i) 100 percent of the outstanding balance of the particular
Selected Scheduled Payment being prepaid; or

(i)  the sum of the present values of the remaining Sinking Fund
Installments of such Selected Scheduled Payment and related Service
Charges that would have accrued after the date fixed for prepayment (the
Prepayment Date) discounted to the Prepayment Date on a semiannual
basis (assuming a 360-day year consisting of 12, 30-day months) at the
Treasury Rate (defined below) plus 12.5 basis points (0.125%),

plus, in either case, Service Charges accrued from the last Service Charge
Payment Date to which Service Charges were paid in full on the particular
Selected Scheduled Payment to the Prepayment Date. The Prepayment Premium
is the amount by which clause (ii), above, exceeds clause (i) above.

(b)  The following definitions are used to determine the Treasury Rate:

Treasury Rate means, with respect to the Prepayment Date for any
particular Selected Scheduled Payment, the rate per annum, expressed as a
percentage of the principal amount, equal to the semiannual equivalent yield to
maturity or interpolated maturity of the Comparable Treasury Issue, assuming that
the Comparable Treasury Issue is purchased on the Prepayment Date for a price
equal to the Comparable Treasury Price, as calculated by the Designated Treasury
Dealer.
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actual or interpolate matunty compara e to the remaining average ife of such
Selected Scheduled Payment, and that would be utilized in accordance with
customary financial practice iu pricing new issues of debt securities of
comparable maturity to the remaining average life of such Selected Scheduled
Payment.

Comparable Treasury Price means, with respect to the Prepayment Date
for any particular Selected Scheduled Payment, (i) if the Designated Treasury
Dealer receives at least four Reference Treasury Dealer Quotatious, the average of
such quotations for such Prepayment Date, after excluding the highest and lowest
Reference Treasury Dealer Quotations, or (ii) if the Designated Treasury Dealer
receives fewer than four such Refereuce Treasury Dealer Quotations, the average
of all Reference Treasury Dealer Quotations received by it.

Designated Treasury Dealer means oue of the Reference Treasury
Dealers appointed by the Contract Administrator.

Reference Treasury Dealer means UBS Securities LLC or its successors,
and four other firms, selected by the Contract Administrator from time to time,
that are primary U.S. Government securities dealers in the City of New York
(each, a Primary Treasury Dealer); if any Reference Treasury Dealer ceases to be
a Primary Treasury Dealer, then the City will select a replacement Reference
Treasury Dealer that is a Primary Treasury Dealer.

Reference Treasury Dealer Quotations means, with respect to each
Reference Treasury Deaier and any Prepayment Date for a particular Selected
Scheduled Payment, the average, as determined by the Designated Treasury
Dealer, of the bid and asked prices for the Comparable Treasury Issue (expressed
in each case as a percentage of its principal amount) quoted in writing to the
Designated Treasury Dealer by such Reference Treasury Dealer at 3:30 p.m., New
York City time, ou the third business day preceding such Prepayment Date.

Section 7. Optional Prepayment — Variable Rate Portion

The City may prepay auy Scheduled Payment payable on and after June 15, 2011, in the
Variable Rate Portion in whole or in part oo any Variable Rate Service Charge Payment Date at
the amount thereof plus Service Charges accrued from the last Service Charge Payment Date to
which Service Charges were paid in full on the particular Scheduled Payment to the Prepayment
Date.

Section 8. Stated Hedges

(a)  The City acknowledges that it derives a direct benefit from the Stated Hedges by
reducing the Funding Cost volatility of the Index Rate Service Charges.

®) Stated Hedges may provide that the rights and obligations of the parties
thereunder shall be governed by the laws of a State of the United Staies other than Michigan,
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mitigate possible interest rate nsk and enter into the Stated Hedges prior to the Closxng Date. As
a consequence, the City will be obligated to make Service Payments in respect of Hedge
Payables thereunder even though the Stated Funding Amount is not funded from the proceeds of
the anticipated COPs. The City undersiands and accepts the risk that the Stated Funding Amount

will not be so funded and that it will be nonetheless obligated to make such Service Payments.

Section 9. Special Provisions Concerning the Transfer Party
(a)  The following terms have the following respective meanings:

Siebert means SBS Financial Products Company, LLC and its
permitted successors and assigns under the Transfer Agreement.

Siebert Swap means, as applicable: (i) the ISDA Master
Agreement (FGIC) dated May 25, 2003, between the Corporation and
Siebert, together with the Schedule thereto and the Confirmation of the
Swap Transaction thereunder dated June 7, 2006; or (ii) the ISDA Master
Agreement (XL) dated May 25, 2005, between the Corporation and
Siebert, together with the Schedule thereto and the Confirmation of the
Swap Transaction thereunder dated June 7, 2006.

Transfer Agreement means, as applicable: (i) the Transaction
Transfer Agreement (FGIC) dated May 25, 2005, among Siebert, the
Corporation and the Transfer Party; and (ii) the Transaction Transfer
Agreement (XL) dated May 25, 2006, among Siebert, the Corporation and
the Transfer Party, as each of the same may be amended from time to time
with the consent of each Insurer not then in default under its respective
Credit Insurance.

Transfer Event means the occurrence of (i) an Early Termination
Dazte (as defined in a Siebert Swap) with respect to the respective Siebert
Swap and all Transactions thereunder and the entering into of Transfer
Transactions (as defined in the Transfer Agreement) in accordance with
Paragraph 2(a) of the Transfer Agreement or (ii) an assignment to the
Transfer Party pursuant Section 6(c) of the Schedule that forms a part of
the Siehert Swap.

Transfer Hedge means the Transfer Swap Agreement identified in
the respective Transfer Agreement.

Transfer Party means Merrill Lynch Capital Services, Inc. and its
permitted successors and assigns under the respective Transfer
Agreement.

®) As between Siebert and the Transfer Party, the exercise by Siebert or the Transfer
Party of any right or remedy under this Service Contract shall be governed by the Transfer
Agreement.
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Hedge Countetparty”
for purposes of the Contract Administration Agreement and shall accede
to all the rights and remedies, and be bound by the obligations, of Siebert
as a Specified Hedge Counterparty thereunder and shall also accede to all
the rights and remedies of Siebert under this Service Contract.

{(d)  Siebert and the Transfer Party shall give prompt written notice to the Contract
Administrator of the occurrence of a Transfer Event (and the Insurer may give such a written no-
tice to the Contract Administrator); provided, however, the failure to give such notice shall not
affect the operation of subsection {c} above. Until the Contract Administrator recetves such a
notice and in the absence of actual knowledge to the contrary, it shall be entitled to assume that
no Transfer Event has occurred and Siebert is the Specified Hedge Counterparty under the Con-
tract Administration Agreement.

Section 10.  Termination of 2005 Hedges

{2  On or afier the date hereof, the Corporation shall timely take such action as is
necessary to terminate the 2005 Hedges to be Terminated on the Closing Date in the respective
Amounts to be Terminated set forth in the Schedule of 2005 Hedges to be Terminated.

(b)  The Corporation shall apply the 2005 Hedge Termination Receivables in the
amounts, if any, set forth in the Schedule of 2005 Hedges to be Terminated as provided in the
Stated Amounts Funding Schedule with the remaining balance of the 2005 Hedge Termination
Receivables, if any, to be paid to the City,

Section 11, Nowu-Tender Escrow

()  The following terms have the following respective meanings with respect to the
Non-Tender Escrow Supplement urless the context clearly otherwise requires:

Non-Tender Amount is the amount sufficient to pay the Prepayment
Scheduled Payments and applicable, estimated, 2005 Prepayment Premiums, to-
gether with the 2005 Service Charges accrued from the immediately preceding
2005 Service Charge Payment Date to the 2005 Prepayment Date.

Non-Tender Escrow means the escrow established pursuant to the Non-
Tender Escrow Supplement.

Non-Tender Escrow Supplement means supplemental provisions in or to
the Contract Administration Agreement with respect to the holding and applica-
tion of the Non-Tender Amount.

Prepaymeni Scheduled Paymients means the Subject 2005 Scheduled Pay-
ments set forth in the Non-Tender Schedule. The 2005 Scheduled Payment
Dates set forth opposite the Prepayment Scheduled Payments are only for pur-
poses of distinguishing the particular Prepayment Scheduled Payment from other
2005 Scheduled Payments.
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[PFRS Service Contract
ific Terms

tzﬁed in the NonnTender Schedule

2005 Scheduied Payment Dates means Scheduled Payment Dates pro-
vided for in the 2005 Service Contract.

(6}  For the avoidance of doubt, it is expressly agreed that the Non-Tender Amount is
the property of the Corporation. The Corporation agrees to apply the Non-Tender Amount in
accordance with the Non-Tender Escrow Supplement.

(¢}  The Non-Tender Escrow Supplement shail contain payment provisions set forth in
this subsection.

(1)  The Non-Tender Escrow Supplement shall provide that amounts
for the payment of the Prepayment Scheduled Payments and applicable 2005 Pre-
payment Premiums, together with accrued 2005 Service Charges, shall be paid to
the 2005 Contract: Administrator no later than the Payment Time on the Brepay-
ment Receipt Day for the 2005 Prepayment Date set forth in the Non-Tender
Schedule.

(2)  The Non-Tender Escrow Supplement shall also contain a provision
to the effect that any amount remaining in the Non-Tender Escrow after making
the payment provided for in paragraph (1), above shall be paid to the City.
Thereupon, any such amount shall be the property of the City.

(dy  The Non-Tender Escrow Supplement shall provide that the Non-Tender Amount
may only he invested in securities that are within the meaning of “government securities” as de-
fined by the Investment Company Act of 1940, as amended.

Section 12. Tender Account

(@)  The following terms have the following respective meanings with respect to the
Tender Account and extinguishment of Tender Scheduled Payments unless the context clearly
otherwise requires:

Accrued Tender Service Charges means 2005 Service Charges accruing
on Tender Scheduled Payments from the last 2005 Service Charge Payment Date
before the Tender Payment Date to (but not including) the Tender Payment Date
if such Tender Payment Date is not also a 2005 Service Charge Payment Date.

Beneficial Owner means a Person who is an “entitlement holder” of a
Tender Certificate under Article 8 of the applicable Uniform Commercial Code or
a Person with comparable status under comparable foreign law.

Relevant 20035 OGvwners means the Beneficial Owners of 2005 Tender Cer-
tificates.

Tender Account means an account established with the Contract Adminis-
trator for the purpose of paying Tender Payments.

1974114 00691401752 10
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Tender Amount means the amount sufficient to pay (1) all Relevant 2005
Owners the amonnt of Tender Scheduled Payments together with the Tender
Preminms and Accrued Tender Service Charges and (ii) the fees and expenses
payable pursuant to the Dealer Manager Agreement or otherwise in connection
with the tender of the Tender Certificates.

Tender Certificate means a 2005 Certificate, or portion thereof, represent-
ing an interest in any Tender Scheduled Payment.

Tender Payment means, as to any tendering Relevant 20605 Owner, the
amount of the Tender Scheduled Payment, Tender Premium and Accrued Tender
Service Charges owing to such Relevant 2005 Owner on the Tender Payment
Date.

Tender Payment Date means the date identified in the Tender Acconnt
Supplement as the “Tender Date”.

Tender Preminm means the amount of the premium (expressed as a per-
centage of the principal amonnt of a Tender Certificate) to be paid to a Relevant
2005 Beneficial Owner in connection with the purchase of its Tender Certificate
in accordance with the Dealer Manager Agreement.

Tender Scheduled Payments means the Subject 2005 Scheduled Pay-
ments set forth in the Tender Schedule. The 2005 Scheduled Payment Dates set
forth opposite the Tender Scheduled Payments are only for purposes of distin-
guishing the particular Tender Scheduled Payment from other 2005 Scheduled
Payments.

2005 Certificates means the certificates of participation evidencing inter-
ests in 2005 Scheduled Payments.

2005 Trust Agreement means the Trust Agreement, dated June 2, 2005, to
which the Corporation is a party.

2005 Trustee means the Person serving as trustee under the 2005 Trust
Agreement.

(b)  For the avoidance of doubt, it is expressly agreed that the Tender Amounnt is the
property of the Corporation. The Corporation agrees to apply the Tender Amount in accordance
with the Tender Account Supplement.

(1) The Tender Account Supplement shall contain provisions to the ef-
fect that the Contract Administrator shall pay the Tender Payments at the direc-
tion of the Dealer Manager in such amounts and at such times as is necessary to
timely make the Tender Payments to the Relevant 2005 Owners entitled to the
same.

1974114.0065/401 752 1i

[2.2.4.4] [Amend5ng of%erwce E:ontra(g)s andA}Qerest R tlggch 9 e emen!E te%egg)&ngjn%%\e oral n%um?pdf] l[%g'&q& f?ésg]l


j2e


(3)  The Tender Account Supplement shall further contain provisions
to the effect that'

(i)  all Tender Certificates received by the Contract Administrator
shall be delivered tc the 2005 Trustee for cancellation;

(i)  unless all Tender Certificates have been tendered on the date
hereof,

(A) as to any Tender Certificate received by the Con-
tract Administraior as being tendered in part, the Contract Admin-
istrator shall direct the 2005 Trustee to authenticate a new 2003
Certificate in the principal amount of the untendered portion of
such Tender Cerixficate; and .

(B)  upon receipt, the Contract Administrator shall trans-
fer each such new 2005 Certificate to the Dealer Manager for re-
transfer to the Relevant 2005 Owner entitled thereto

(4)  Provision shall be made in the Tender Acccunt Supplement for the
payment of all fees and expenses in connection with the tender.

()  The Corporation shall provide in the Tender Account Supplement
that any amount remaining in the Tender Account after making all Tender Pay-
ments and payment of all fees and expenses due in connection with the tender
shall be paid to the City Thereupon, any such amount shall be the property of the

City.
Section 13.  Notice of Prepayment

(a)  The City herehy states its intention to prepay the Subject 2005 Scheduled Pay-
ments on the 2005 Prepayment Date Set forth in the Non-Tender Schedule are the particulars
required by Section 5.03(c) of the 2005 Service Contract (2005 Section 5.03(c) and Section
5.03(d) of the 2005 Service Contract, 2005 Section 5.03(d)).

(b)  The Corporation accepts Section 13(a) and the information contained in Non-
Tender Schedule as being in full compliance with the Prepayment Notice provisions of 2005
Section 5.03(c) and waives the 45 day notice period provided for therein.

(¢)  Because, as set forth in the Non-Tender Schedule, the Hedge Amount is $0, the
City is not required to give any evidence pursuant to 2005 Section 5.03(d) regarding the avail-
ability of the Hedge Amount

(d)  The City represeuts and warrants to the Corporation that the prepayment of the
Subject 2005 Scheduled Payments will not cause it to default under any agreement to which it is
a party in connection with the Funding represented by the Subject 2005 Scheduled Payments.

1974114.0069/401752 12
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Corporation acting in accordanee with Sectlon 3(b)(2).

In Witness Whereof, the parties hereto have set their respective hands on the date first
set forth above.

[Signatures appear on pages S-1 et seq. |
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and  Fire

f Detroit

Roger Short
Interim Finance Director
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) FTfe Retirement  System S
Carporatian and the City of Detvoit]
3

em Service Corporation

RogerShoﬂ
President
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Section 1.  Determination of Index Rate Service Charges

(a)  The Index Rate Service Charges for any Index Rate Service Charge Period are
equal to Three-Month LIBOR plus the applicable Margin determined by the Contract Adminis-
trator on the Index Rate Service Charge Determination Date immediately preceding such Index
Rate Service Charge Period and computed using the Index Rate Day Count Convention.

(b)  Index Rate Service Charges determined for any Index Rate Service Charge Period
are effective on the index Rate Service Charge Adjustment Date for such Index Rate Service

Charge Period.

Section 2.  Defined Terms — Generally

The following terms have the respective meanings for the purpose of Jlefermining Index
Rate Service Charges unless the context clearly otherwise requires:

Index Rate Day Count Convention is the actual number of days elapsed ina year
of 12, 30-day months.

Index Rate Service Charge Determination Dates are the LIBOR Rate
Determination Dates.

Index Rate Service Charge Adjustment Daies are the first day of each Index Rate
Service Charge Period.

Index Rate Service Charge Puyment Dates are the 15th day of each calendar
quarter (or, if such day is not a Business Day, the immediately following Business Day),
commencing with September 2006,

Index Rate Service Charge Period 1s the period beginning on (and including) the
Closing Date or the most recent Index Rate Service Charge Payment Date and ending on
(but not including) the Index Rate Service Charge Payment Date on which Index Rate
Service Charges were paid in full by the City.

Margin means (i) for Scheduled Payments due on June 15, 2029, 30 basis points
(0.30%) and (ii) for Scheduled Payments due on June 15, 2034, 34 basis points (0.34%).
Section 3.  Defined Terms — Determination of Three-Month LIBOR

The following terms have the respective meanings for the purpose of determining Three-
Month LIBOR unless the context clearly otherwise requires:

LIBOR Business Day means a Business Day on which banks in both London and
New York City also are open for the transaction of business.

LIBOR Rate Determination Date means, with respect to a particular Index Rate
Service Charge Adjustment Date, the second LIBOR Business Day immediately before
such Index Rate Service Charge Adjustment Date.

1974.114.0065401748
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Three-Montl LIBOR means far a pamcular L}BOR Rate Determmatmn Date
the London Interbank Offered Rate for deposits in U.S. dollars with a three-month
maturity that appears on Telerate Page 3750 as of 11:00 a.m., London time. If such rate
does not appear on Telerate page 3750, then the rate for that day shall be determined by
the alternative method described in Section 4.

Section 4. Alternative Method of Determining Three-Menth LIBOR

The following constitutes the alternative method for determining Three-Month LIBOR
when a rate for a London Interbank Offered Rate for deposits with a three-month maturity in
U.8S. dollars does not appear on Telerate Page 3750 as of 11:00 a.m., London time, for a particu-
lar LIBOR Rate Determination Date.

(1)  The rate for such LIBOR Rate Determination Date shall be determined on
the basis of the rates at which deposiis in U.S. dollars for a three-month maturity and in a
principal amount of at least US$1,000,000 are offered at approximately 11:00 a.m., Lon-
don time, on such LIBOR Rate Determination Date to prime banks in the London inter-
bank market by at least three Reference Banks selected by the Contract Administrator.
The Contract Administrator shall request the principal London office of each Reference
Bank to provide a quotation of its rate. f at least two quotations are provided #hen
Three-Month LIBOR for such LIBOR. Rate Determination Date shall be the arithmetic
mean of such quotations.

(2)  If fewer than two quotations are provided, then Three-Month LIBOR for
such LIBOR Rate Determination Date shall be the arithmetic mean of the rates quoted by
three major banks in New York City, selected by the Contract Administrator, at approxi-
mately 11:00 a.m., New York City time, on such LIBOR Rate Determination Date, for
loans to leading European banks in U.S. dollars in a principal amount of at least USS$
1,600,000 baving a three-month maturity.

(3)  Ifbaoks selected by the Contract Administrator for the purposes of para-
graph (2} above, are not quoting rates for such loans, then Three-Month LIBOR for
such LIBOR Rate Determination Date shall be the Three-Month LIBOR for the immedi-
ately preceding LIBOR Rate Determination Date.

[End of Index Rate Funding Cost Supplement]

1974,114.0069\401748 ]
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Amount) set forth opposite t

as provided below.

Payment Purpose
Transaction Amount

Non-Tender Amount_ .

Tender Amount.........cooeeeevenn.
Less: 2005 Hedge
Termination Receivables .

TFotal Transaction Amount

Ancillary Ameusts
Costs of Issuance

D
he respective payment purposes. Such amounts shall be disposed of

Amount

$42.806,994.45
$541,230,434.57

($26,872,852.40)

$557,164,576.62

$33,839,432.79
4,839 990.59

$38,679,423.38

$595,844,000,00

Disposition

To be applied as provided in Section 11.
To be applied as provided in Section 12.

To be applied to the reduction of the Tender
Amount'

To be paid to the Persons entitled thereto

Paid as a discount from the purchase price of the
Certificates

! Section 10 provides that the balance of the 2005 Hedge Termination Receivabies is to be paid to the City. The
total amount of 2005 Hedge Termination Receivables (from the Schednle of 2005 Hedges to be Terminated) is
$28,933,325.00. This amount Jess $26,872,852.40, the amount o be applied to the reduction of the Tender Amount,
Ieaves a balance of $2,060,472.60 to be paid to the City pursuant to Section 10,

1974114.0069/401682
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Hedge
Notional Amount to be  Termination
Hedge Counterparty Amonnt Terminated Receivable

UBS AG

$150,369,000 $150,365,000 $6,428.,453 00
Citibank, N A,

$50,123,000 $50,123,000  $2,056,125 00
SBS Financial Producis
Company, LLC $50,123,000 $50,123.000  $2,142,817.50
UBS AG $168231,000  $168,231,000 $11,090,332.00
Citibank, N_A.
$36,077,600 $56,077,000  $3,518,820.00
SBS Financial Products
Company, LLC $56,077,000 $56,077,000  $3,696,777.50

1974114.0069/401682
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2005 Prep%.y fat.
Funding Rite Portion:

Sahject 2005 2005 Scheduled Paymeat Dates Service Charges
Scheduled {June 15 of each Year) For 2005 Prepay— Service Service Charges due Accrucd to 2005
Payment Reference Purposes Qaly meat Premium!  Charge Rate 06/15/06 Prepayment Date
$5,790,000 2007 $27.,821.82 4.004% $115,915.80 $18,031.35
6,470,000 2008 31,089,33 4.154% 134,381.90 20,903.85
7,215,000 2009 34,669.16 4.234% 152,741.55 23,759.80
8,020,000 2010 38,537.31 4314% 172,991 40 26,909.77
6,585,000 2011 31,641.92 4.404% 145,001.70 22,55582
4,500,000 2012 21,623.18 4.453% 100,192.50 15,585.50
2,500,000 2013 12,012.88 4.503% 56,287.50 8,755.83
500,000 2014 2,402.58 4.563% 11,4077.50 1,774.50
341,580,000 $199,798.18 $838,919.85 $138,276.42
Summary
Subject 2005 Scheduled Payments................ $41,580,000.00
Service Charges due 06/15/06......... .. . o 888,919.85
Accrued Service Charges to
2005 Prepayment Date ............... .o 138,276.42
2005 Prepayment Premiums . ....ocoooee voovnniinnme. 199.798.18'
Non-Tender Amount ... 806,994.45

For the purposes of 2005 Section 5.03(c}):

¢ The Optional Prepayment Amount is the sum of the Subject 2005 Scheduled Payments and the 2005 Prepayment Preminms.

The Accrued Service Charges are the sum of the Service Charges due 06/15/06 and the Accrued Service Charges to the 2005 Prepayment Date.

L ]
e The Hedge Amount is $0, there being Hedge Termination Recetvables due the Corporation.
o The Total Prepayment Amount is the Non-Tender Amount.

! Includes $199,798.18 contingency since actual Prepayment Premiums cannet be determined until 3 basiness days prior to 2005 Prepayment Date.

1574114.0069/401682
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Tender Payi ;f.eﬁ&»ﬁat
Funding Rate Portion: Varia ble Rate

2005 Scheduled Payment Puics

Service Charges
Accrued 1o

Subject 2605 (June 15 of each Year) Teader Scheduled Tender Service Charge Tender
Scheduled Pavment For Reference Purposes Only Payments Premiums Raie Payment Date
JMLIBOR +
$250,615,000 2014 $250,615,000 $706,734.30 0.18% $3,153,641.70
JMLIBOR +
$280,385,000 2025 $280,385,000 $1,121,540.00 0.28% $3,597,573.20
$531.000,000 $1,828,274.30 $6,751,214,90
Tender Scheduled Payments............... ..... $531,000,000.00
Tender Premiums .....ococot voviiii e 1,828,274 .30
Accrued Service Charges to
Tender Payment Date ....... .. ... 6,751,214.90
Tender Fees and Expenses............. ... 1,650.945.37
TFender Amonnt ....... ..o $541,230,434.57
1974114.0069/401682
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Service Charge Class

Fixcd Rate
Fixed Rate Service Index Rate
Scheduted Payment Dates Scheduled Charge Scheduled Index Raie Service
(June 15 of each vear) Pavments Rates Pavmenis Charge Rates
2029 - - $208,651.000 S3MLIBOR + 0.30%*
2030 - - - -
2031 - - - -
2032 - - - -
2033 - - - -
2034 - - $307,603.000 3MLIBOR +0.34%*
2035 $79,590.000 5.989% - -
Totals $79.590.000 $316,254,000

* Index, Rate Service Charge Rates are determined in accordance with the Index Rate Funding Cost Supplenent

1974114.0069/401682
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Schedule:
Scheduled

Sinking Fund Instaliments of Scheduled Payvments Due 2029

Scheduled Payment Dates Service Charge Class
(June 15 of each vear) Index Rate
2019 i e e $14,629,000
2020 e e 13,804,000
2021 i e e e 12,847,000
2022 e et 11,768,000
20231 e e e s 10,538,000
2024 i e s 9,150,000
2025 1 crrrevrereee et a e st 7,592,000
2028 s 38,672,000
2027t e e s 41,078,000
202800 s 43,634,000
2029% .t s 4.939.000
Total....... e 5208,651,000

*Final maturity, not a Sinking Fund Installment Date

Sinking Fund Installments of Scheduled Paymeots Due 2034

Schednled Payment Dates Service Charge Class
(Juge 15 of each vear) Index Rate
2029, e e e $41,412,000
2030 e vreer e it rve et v eme ey 49,251,000
2031 s e s e 32,334,000
2032 s v e e s 55,612,000
2033 e e s 59,094,000
2034% e e e e 49.900,000
Tatal e reenceenee 9307,603,000

*Final maturity, not a Sinking Fund Installmcnt Datc
Sinkiog Fund Instatiments of Scheduied Paymeots Due 2035

Scheduled Payment Dates Service Charge Class
{June 15 of each year) Fixed Rate
2034 .o b $12,900,000
2033% e s 66.690.000
TOUAL cuveverrinissrmmrrscssesesorossnsarasninssanseatsnsensssses 879,590,000

*Final maturity, oot a Sinking Fund Installment Date

1974114.00659/401682
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Service Charge Class/

Scheduled Payment Date Financial Aereement Provider
Index Rate/2029 Bond Insurance Policy XL Capitat
Index Rate/2034 Bond Insurance Policy FGIC
Fixed Rate/2035 Bond Insurance Policy FGIC

1974114.0065/401682
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R :
Schedule 5

Index Rate Variable to Fixed: Corporation pays UBS AG $104.323.5300

fixed: Countesparty pays 3 mouth
LIBOR + 0.30%,
Index Rate Variable to Fixed: Corporation pays SBS Financial Products $104,325500 2029
fixed; Connterparty pays 3 month Company, LLC'
LIBOR +0.30%
Index Rate Variable to Fixed: Corporation pays UBS AG $153.801.500 2034
fived: Counterparty pays 3 month
LIBOR + 0.34%
Index Rate Vaiiable to Fixed: Corporation pays SBS Financial Products $133,801,500 2034
fixed; Counterparty pays 3 month Company, LLC”
LIBOR +0.34%

! Merrill Lynch Capital Services, Inc. (“MLCS™), the credit support provider for SBS, shall obtain the rights and be subject to the obligations of a Stated Hedge Counter-
party hereunder upon the occurrence of a Transfer Party Accession Event (as defined in the Contract Administration Agreement), as a Stated Hedge Counterparty pursu-

ant to the Transaction Transfer Agreement dated as of May 25, 2005 among the Corporation, SBS and MLCS. In no event shall SBS and MLCS simultaneously have the
same rights hereunder.

2 Merrill Lynch Capital Services, Inc. (“MLCS™), the credit support provider for SBS shall obtain the rights and be snbjeci to the obligations of a Stated Hedge Counter-
party hereunder npon the occurrence of a Transfer Party Accession Event (as defined in the Contract Administration A greement), as a Stated Hedge Counterparty pursu-
ant to the Transaciion Transfer Agreement dated as of May 25, 2005 among the Corporation, SBS and MILCS, In no event shall SBS and MLCS simultaneously have the
same rights hereunder.
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IFinal - PFRS]

General Terms and Conditions

of the
PFRS Service Contract 2006
hetween the

Detroit Police and Fire Retirement System Service Corporation

and the

City of Detroit

Dated as of June 1, 2006
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Section 1. 02 Other DefInztioNS ..o+ 4 vt s e
Section 1.03. Service Payment Components

Section 1.04, BUSINESS DAYS .vvovereiiiiriieieiinrieeesrereeesree e e ree et s e e e bee et e asneesreesrseassassraneens
Section 1.05. Certificates Held in BoOK-Entry FOIM . .c.oveviivveiiieemeneeeenieiivn s e e 6
Section 1.06. TNLErPrEtation . oottt st 6
Article I1 — Terms of Service COontract . messsimsrsms s sssssease 7
Section 2.01. Particulars of Specific TEImMS v iivre e 7
Section 2.02. Variation of General Terms; Conflict with General Terms .....ovceevevccverivrennenne 8
Article III — Representations and Warranties.......c.ccencenians reremesnsassasies Sesesnnanessansanenssrantasane 8
Section 3.01. Representations of the Corporation......iveinienesses s 8
Section 3.02. Representations 0f the City ..oviiveeeenecinniii e s e 9
Section 3.03. Labor Related Representations of City and Corporation ......ccooeeevveevnvecnnnnnnes 10
Article 1V — Service and Funding Arrangements ..o 10
Section 4.01, ProviSiOn Of SEIVICES ....ccvvvv it s 10
Section 4,02, Payment ObHGAIONM. ..coviciicviieriirrsvesisreeeeserereresresernrerasssrssarsesessseesssessansressss e 11
Section 4.03. Funding ODBLIZatlon .....ccocieiveiiiiiie s s s csr e see e snns 11
Section 4.04. Disposition of Certificate Proceeds......vv v 11
Article V — Scheduled PAyments.......ccovvmrecrncrmmmsssnssniesnssiessssiniessssssess e 11
Section 5.01, Scheduled PAYINENTS. . ot s ee e e e e e e cre e en e e ennes 11
Section 5.02. Mandatory Prepayment by Sinking Fund Installments..........ocooeviiiieinns 11
Section 5.03. Optional Prepayment of Scheduled Payments .....ocoevvvvecviiininvinnnineiin oo 12
Section 5.04. Satisfaction of Scheduled Payments by Delivery of Certificates............occoveennn 14
Article VI — Service Charges .. i mmiieinireicmiseiseninmmssisosme s sasisssssesssssnsse 14
Section 6.01. Agreement to Pay Service Charges; Funding Costs ...ocooers oo - C e e 14
Section 6.02. Prepaid Service Charges; Hedge Receivables.......ooooviincnne, 15
Section 6.03. Fixed Rate Funding Methodology ..o 15
Section 6.04. Variable Rate Funding Methodology ..o e 15
Section 6.05. Accreted Value Funding MethodoIOgY ..c.voieevvriivirvcnerne v 16
Article V1l — General Provisions Governing Service Payments and Contract
Administrator Payments ....c.cevivennee severmasnnseaseneesasssatesessnsaresaesn srosniane sevnns 17
Section 7.01. Time of Service PAYIMENTS, ....oiiverrecerirrernreerre et ss s e sre e s e e sre e 17
Section 7.02. Hedge Payables ..o e 17
Section 7.03. SUDTOZATION .. .ccvrvereereiererresirer s orre s vnsvsreseen srrreretsveseeesasetresstes snertesonstsnsrrssnreseeses 17
Section 7.04. IDVESIITIENE ..o e e ben e e e e e e s s are e e e e s 18
Section 7.05. Satisfying Service Contract DefiCIencies .vvvvcvccvceccees vvrereeeeens 18
Section 7.00, NO Set-Off . ... e e s en 19
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Sectl-nln 3.02.

; 5 caenitin
Preservation of Parity among Servme Contracts

Section 8.03, Satisfaction of Service Pavments ... iveriiceveeee e erie e s sree s ren e e
Article IX — Miscellaneous .....c.eiciviemsenerssanisisnsrsnerensens sererussnrrisasassaneresanssesanrene cireressnneses R A |
Section 9.01. Acceleration on BankTuptey. ..o ciiiieiin e 20
Section 9.02. Termination or Assignment of Stated Hedges ... 20
Section 9.03. Required Ratings of Hedge Counterparties....cwirviriinens e 21

Section 9.04,
Section 9,05,
Section 9.06.
Section 9.07.
Section 9.08.
Section 9.09,
Section 9.10.
Seetion 9,11,
Section 9.12,
Section 9.13.
Section 9.14,
Section 9,15,
Section 9.16.
Section 9,17,
Section 9.18.
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ENERAY, TERMS AND'CONDITIONS

DETROIT POLICE AND FIRE RETIREMENT SYSTEM SERVICE CORPORATION
Dated as of June 1, 2006
{the General Terms)

The General Terms govern the 2006 PFRS Service Contract between the Detroit Police

and Fire Retirement System Service Corporation (the Corporation) and the City of Detroit (the
City).

Ariicle I — Definitions and Related Maiters
Section 1.01, Certain Definitions

In addition to terms elsewhere defined in this Service Contract, the following terms shall
have the following respective meanings unless the context otherwise clearly indicates:

Accreted Value Funding Portion means the portion, if any, of the amount to be funded
pursuant to the particular Specific Terms equal to the total of the Accreted Value Scheduled
Payments, in any, set forth in the Specific Terms.

Accreted Value Scheduled Payments means those Scheduled Payments idenfified as
such in the Specific Terms

Act of Council means the ordinance or resolution of the City Council identified in the
Specific Terms as the “Act of Council”.

Additional Service Payment means an amount payable as General Corporate Expenses or
pursuant to Section 9.09 other than Contract Administrator Payments.

Ancillary Amounts means the Costs of Issuance, Prepaid Service Charges and Under-
writer’s Discount.

Authorized Investments means

(i) direct obligations of, or obligations unconditionally guaranteed by, the
United States of America (US Governments) and

(1) repurchase agreements whereby thc counterparty agrees to repurchase
obligations described in clanse (i) so long as the obligations to be repurchased are
under the exclusive “control” (as defined in Article 8 of the applicable Uniform
Commercial Code or correlative Treasury Regnlations) of the Corporation.

STRIPS issued by the United States Treasury are Authorized Investments for the purposes of
clause (i), huz private proprietary siripped US Goverumnenis, whether interest or principal strips,
are not Authonzed Investments.

Business Day means any day on which both City and the Trusice are open for the trans-
action of business and in respect of any Service Charge Class has the meaning given in accor-
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Payables, Coutract Admimstrator Payments and Additional Service Payments

Closing means the delivery of particular Certificates to the Underwriters upon receipt of
payment therefor and the other actions contemplated by the Underwriting Agreement to occur in
connection therewith.,

Closing Date means, with respect to particular Certificates, the date provided for in the
particular Specific Terms on which the Closing occurs pursuant to the Underwriting Agreement.

Contract Payments meaus Service Payments and Additional Service Payments.

Contract Administration Agreement means the agreement identified in the Specific
Terms as the “Coutract Administration Agreement”.

Contract Administrator means the Persou serving as the “Contract Administrator” under
the Contract Administration Agreement.

Contract Administrator Payments means amounts equal to amounts payable as fees, €x-
penses and indemnification of the Coutract Administrator pursuant to Section 9.09.

Costs of Issuance means the amouut set forth in the particular Specific Terms as the
“Costs of Issuance”.

Credit Insurance means any insurance intended to protect owners of Certificates from
loss arising from a failure of the City to timely pay Service Charges or Scheduled Pay-
ments. Credit Insurance also means any financial arrangement intended to protect a Hedge
Counterparty from a failure of the Corporation to timely pay any Hedge Payable.

Disclosure Document means any preliminary or final offering document or other disclo-
sure document prepared for use by the Underwriters in connectiou with the ivitial public offering
of Certificates.

Finance Director has the meaning given that term in the Act of Council.

Fixed Rate Funding Poriion means that the portion, if any, of the amount to be funded
pursuant to the particular Specific Terms equal to the total of the Scheduled Payments set forth
for Fixed Rate Service Charges.

Funding Cost Supplement means the document or particular provisions, if any, ideut-
fied in the particular Specific Terms as a “Fundiug Cost Supplement”.

Funding means the Initial Fundiug or an Additional Funding,

Funding Rate Methodology means the Fixed Rate Funding Methodology, any Variable
Rate Funding Methodology or the Accreted Value Funding Methodology, as the context may
require.

Funding Rate Portion means the Fixed Rate Funding Portion, the Variable Rate Fundiug
Portion or the Accreted Value Funding Rate Portion as the context may require.

Funding Trust means the trust established by the Trust Agreemenut.
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by the Act of Council.

Hedge Counterparty means, as to any Stated Hedge, the Person identified in the particu-
lar Specific Terms as the “Hedge Counterparty”.

Hedge Payable means, after giving effect to any netting under the particular Stated
Hedge, any Hedge Pericdic Payable or any Hedge Terminaticn Payable as the context may re-
quire.

Hedge Periodic Payable means, after giving effect to any netting under the particular

Stated Hedge, a periodic amount owing by the Corporation under a Stated Hedge to the respec-
tive Hedge Counterparty.

Hedge Periodic Receivables means, after giving effect to any netiing under the particular
Stated Hedge, periodic payments cwing by the Hedge Counterparty under a Stated Hedge.

Hedge Reeeivable means any Hedge Periodic Receivablie or Hedge Termination Receiv-
able as the context may require.

Hedge Termination Payable means, after giving effect to any netting under the particular
Stated Hedge, any termination payment owing by the Corporation under a Stated Hedge to the
respective Hedge Counterparty.

Hedge Termination Receivable means, after giving effect to any netting under the par-
ticular Stated Hedge, any termination payment owing by the Hedge Counterparty under a Stated
Hedge.

Insurer means the Person obligated under Credit Insurance to make payments with re-
spect to Certificates or a Stated Hedge.

Investable Funds means amounts represeniing Costs of Issuance and Prepaid Service
Charges.

Payment Time means noon (12:00), Detroit time.

Person means any natural person, firm, asscciation, corporation, trust, partership, joint
venture, joint-stock company, municipal corporation, public body or other entity, however or-
ganized.

Prepaid Service Charges means the amount set forth in the particular Specific Terms as
the “Prepaid Service Charges”,

Regular Seheduled Payment means the amount of a Scheduled Payment due on its
Scheduled Payment Date.

Representative means the Person identified in the particular Specific Terms as the “Rep-
resentative”.

Scheduled Payment Dates means the dates set forth in the particular Specific Terms as
the “Scheduled Payment Dates™.
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Variable |
context may require.

Service Charge Class means all Schednled Payments that have the same Funding Rate
Methodology.

Service Contract means the 2006 Service Contract between the City and the Corporation
consisting of these General Terms and the 2006 Specific Terms.

Service Contract Deficiency means any unsatisfied amount under a Service Confract De-
ficiency Clause.

Service Contract Deficiency Clause means the following claases set forth in Section
8.03: First (to the extent any fees, expenses and indemnity is at the time due and unpaid to the
Contract Administrator), Secood, Fourth and Sixth.

Service Payment means any Contract Administrator Payment, Service Charge (regardless
of Funding Rate Methodology), Regular Scheduled Payment or Sinking Fund Installment,
amounts in respect of any Hedge Payable, Optional Prepayment or Accrued Service Charge as
the context may require.

Specific Terms means that part of the Service Contract that provides the particulars of the
a Funding.

Stated Funding Amount means the amount identified in the particular Specific Terms as
the “Stated Funding Amount™.

Stated Hedge means a Hedge identified in the particular Specific Terms as a “Stated
Hedge”.

Third Party Beneficiary means any Person so identified in Section 5.12.

Transaction Amount means the amount set forth in the Specific Terms as the “Transac-
tion Amount”.

Trust Agreement means the Trust Agrecement identified in the particuiar Specific Terms.
Trust Estate means the property identified as the *“Trust Estate” in the Trust Agreement.
Trustee means the Person acting as trustee under the Trust Agreement.

Type as in Variable Rate Funding Type {(and correlative usages) means a method by
which Variable Funding Rates are determined, such as by Dutch auction, by reference to an iden-
tified index (such as the London Interbank Offered Rate or “LIBOR”) or by remarketing or any
other means customarily used to determine variable rates in municipal or corporate finance.
“Type” when used with respect to a Service Charge Class has the correlative meaning.

Underwriters means the Representative and the other Persons identified in the Under-
writing Agreement as the “Underwrifers”.

Underwriters’ Discount means the amount set forth in the particular Specific Terms as
the “Underwriters’ Discount”.
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Section 1.02. Other Definitions

Terms defined elsewhere in these General Terms include the following:

Term Defined In
Accreted Value ... e Section 6.05
Accreted Value Day Count Convention ... v v e convininierinininne Section 6.05
Accreted Value Funding Rate Methodology ..o, Section 6.03
Accreted Value Service Charge Rates. ..o Section 6.05
Accreted Value Service Charges ....ovvvvvieeeercenrei e Section 6.01
Acerued Service CRarZes. ..o Section 5.03
Additional FURAINE.......ccoovieei et Section 4.01

COMPONENL....eiiviiiie v vrseeeerre e seeessnree s snnes

..Section 1.03

Corparation.....ocvvviiiiei e General Terms F1rst Paragraph

Day Count Convention ................

.Section 6.04

DElivery NOTICE .ot st s Section 5.04
Eligible Certificates ... v Section 5.04
Fixed Rate Funding Methodology ..o e Section 6.03
Fixed Rate Scheduled Payments ... . .o Section 6.03
Fixed Rate Service Charge Payment Date ............................................. Section 6.03
Fixed Rate Service Charges. ..o eieiernennnnienneiiis e msesseieeseceens Section 6.01
Funding Costs .o Section 6.01
Hedge AMNOUNT....occniire e Section 5.03
INIHAl FUNAINE ..o sre e Section 4.01
Initial Funding Contract Payments..........covvvrmvereeeeniner e eesisenins Section 3.02
TVESE .t e Section 7.04
ITILVESIINETIL ..ot e e e s Section 7.04
Labor Law or Regulations ..o eecnier e viereceseeeeereeesesssrsasessancrons Section 3.03
Maturity VAIUS. ..ot e vere e ee st saveevesssseesesnessreaesseesnans Section 6.C5
Optional Prepayment AMOURE......ccocvivceionee s sn e Section 5.03
Optional Prepayment Dates ..o Section 5.03
Optional Prepayment NOCE.......v oo veeierrn i itas s s sres et seeeesneas Section 5.03
Optional Prepayments........ocevieininiee s s Section 5.03
Prepayment NOUCE.... oo sssssne s Section 5.03
Prepaymient Receipt DaY ..oocovviiniien s eeecses e Section 5.03
RAUNE AZENCY i o i e eeec et ne et en e e e eneeraees Section 9.02

Related Service Payment ....cccocovvvvevvcienicnincc e e 3 €0EHON 7,03

Service CRAZES . vviveviriee et e et s a e re e Section 6.01
Service Charge Determination Dates........coviiinvinveeressienie e e Section 6.04
ServiCe PAVITIEND ..ot et et Section 1.01
Service Payment COmMPONENl........ccccovvvierierceeinesirieneeesnreenesneees e Section 1.03
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Valuation Dates e Section 6.05

Variable Rate Funding Methodology Section 6.04
Variable Rate Scheduled Payments........ooovivvvevrceevmnnnncrecenenn, Section 6.04
Vanable Rate Service Charge Payment Dates......ccoovvrerrervrnvivene oo €CtION 6,04
Variable Rate Service Charges ..o vvvvereviviieenivseson e Section 6.01

Section 1.03. Service Payment Componcrts

Service Payments consist of the following components {each, a Comporenr or Service
Payment Component).

o Contract Adminsirator Payments

e Service Charges (regardless of Funding Rate Methodology)

¢ Regular Scheduled Payments

® Sinking Fund Installments

e amounts in respect of Hedge Periodic Payables

s amounts in respect of Hedge Termination Payables

¢ Optioual Prepayments

¢ Accrued Service Charges

Section 1.04. Business Days

If the Service Contract requires an act to be performed on a day that is not a Business
Day then such act shall be performed on the first day thereafter that is a Business Day with the
same effect as if such act were performed on the day that such act was otherwise required to be
performed.

Section 1.05. Certificates Held in Book-Entry Form

(a) Actions under the Service Contract to be takeu with regard to a Certificate in
physical form include analogous actions under Article 8 of the applicable Uniform Commercial
Code with respect the indirect holding system (commonly referred to as “book-entry system™).

(b) Any such analogous action shall be full satisfaction of its physical analogue.

(c) The Corporation aud the City may conclusively presume that any such aciion
analogous to a physical action has been taken in due time and manner as required by law, and
neither of them has auy duty to enquire with respect thereto.

Section 1.06. I[mterpretation

(a) Words of the masculine gender include correlutive words of the feminine and
neuter genders,

(b) Unless the context otherwise indicates, words importing the singular include the
plural and vice versa.
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the Service Contract refer to the Service Coniract as a whole and not to any particular portion
thereof.

(e} The word or is not exclusive.

(H) The enumeration of things after the word including is to be interpreted as
illustrative and not as resirictive.

(g) References to sections of a Public Act, or to a Public Act as a whole, also include
any amcndments thereto unless otherwise indicated and analogous sections or Public Acts
enacted as substitutes therefor.

Article II — Terms of Service Contract

Section 2.01. Particulars of Specific Terms
{(a) The Specific Terms for the Initial Funding shall:
(1 Incorporate by reference these General Terms;

(2) State the Stated Funding Amount and the Transaction Amount and Ancillary
Amount components thereof;,

(3) Set forth the Scheduled Paymenis fo be made pursuant to the Service Contract
and classify the Scheduled Payments by Service Charge Class;

{4) Set forth any Scheduled Payments subject to mandatory prepayment (Sinking
Fund Installments), the amount of the Sinking Fund Installments and the Scheduled
Payment Dates on which such Sinking Fund Installments are due (Sinking Fund In-
stallment Dates),

(5) Provide for the terms required by Section 6.03 if the particular Specific Terms
provides for Fixed Funding Rate Portion,

(6) Identify the Funding Cost Snpplement (which sbhall include the terms required
by Section 6.04) for each Type of Variable Funding Rate Service Charge Class if the par-
ticular Specific Terms provides for a Variable Rate Funding Portion;

(7)  Identify the Funding Trust for Certificates and the Trust Agreement establish-
ing such Funding Trust;

(&) Identify any Hedge and any Credit Insurance to be entered into by the Corpo-
ration with respect to one or more Service Charge Classes and state that any such Hedge
or Credit Insurance is acceptable to the Finance Director;

) I[dentify the Representative;

(10)  Provide for the Closing Date and the disposition of the proceeds of the par-
ticular funding;
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same effect as {he Initial Fundmg so far as necessary or appropnate and such other partlculars as
shall relate to the particular Additional Funding.

(©) Specific Terms for an Additional Funding do not constitute an amendment of the
Service Contract to provide new services buf rather an implementaiion of services agreed to be
provided on the date of the Service Contract. The Service Contract may be restated to include
the Specific Terms for an Additional Funding for convenience of reference.

Section 2.02, Variation of General Terms; Conflict with General Terms

(a) Specific Terms may not change this Section of these General Terms.

{b) Except as provided above, Specific Terms may delete, modify or otherwise vary
these General Terms but only as related to a particular Funding and then only so long as such
does not adversely affect any of the rights of successors to any interest of the Corporation or the
rights of any Third Party Beneficiary arising in any prior Funding.

(c) Any conflict between these General Terms and the terms set forth in any Specific
Terms of the Service Contract shall be resolved in favor of the particular Specific Terms so far as
not in conflict with this Section.

Article II1 — Representations and Warranties

Each of the Corporation and the City represent and warrant as set forth in this Article for
the mutual benefit of each other and for the benefit of the Funding Trust and the holders from
time to time of the Certificates.

Section 3.01. Representations of the Corporation

The Corporation makes the following representations and warranties on the date hereof
and shall make the same on and as of the Closing Date:

(a) Corporate Existence and Power. The Corporation is a nonprofit corporation duly
incorporated, validly existing and in good standing under the laws of the State of Michigan.

(b) Corporate and Governmental Anuthorization; Contravention. The execution,
delivery and performance by the Corporation of the Service Contract are within the
Corporation’s corporate powers, have been duly anthorized by all necessary corporate action,
require no action by or in respect of, or filing with, any governmental body, agency or official
and do not contravene, or constitnte a default under, any provision of applicable law or
regulation or of the articles of incorporation or bylaws of the Corporation or of any agreement,
judgment, injunction, order, decree or other instrument binding upon the Corporation.

{c) Binding Effect. The Service Contract constitutes a valid and binding agreement
of the Corpeoration enforceable i accordance with its terms except as may be limited by
bankruptcy, insolvency or similar laws affecting the rights of creditors generally.

(d) Litigation. There is no action, suit or proceeding pending against, or to the
knowledge of the Corporation threatened against or affecting the Corporation before any court or
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() No Taxation. The Corporation is not subject to federal income tax or taxation by
the State of Michigan.

H Not an Investment Corporation. The Corporation is not an “‘investment company”
within the meaning of the Investment Company Act of 1940, as amended.

Section 3.02. Representations of the City

The City makes the following representations and warranties on the date hercof and shall
make the same on and as of the Closing Date:

(a) Corporate_and Governmental Authorization; Contravention. The execution,
delivery and performance by the City of the Service Contract are within the City’s powers, have
been duly authorized by all necessary action, require no action by or in respect of, or filing with,
any governmental body, agency or official and do not contravene, or constitute a default under,
any provision of applicable law or regulation or of the City Charter or of any agrecement,
judgment, injunction, order, decree or other instrument binding upon the City.

(b) Conditions Precedent. All acts, conditions and things required by the Constitution
and laws of the State of Michigan or the Act of Council to exist, to have happened and to have
been performed precedent to and in the execution and delivery of the Service Contract by the
City and the authorization of the Contract Payments in connection with the Initial Funding
(Initial Funding Contract Payments) exist, have happened and been performed in due time,
form and manner required by the Constitution or law in order to make the Service Contract a
valid and binding obligation of the City, including the cbligation to make the Initial Funding
Contract Payments.

(c) No Indebtedness. The obligation of the City to make Contract Payments does not
constitute or create any indebtedness of the City within the meaning of the limitation of The
Home Rule City Act or any Michigan constitutional or other non-tax statutory or City charter
limitation.

(d) Valid and Binding Agreement. The Service Contract constitutes a valid and
binding agreement of the City enforceable in accordance with its terms excepr as may be limited
by bankruptcy. insolvency or similar laws affecting the rights of creditors generally.

(e) Transaction Amount. The amount of the Transaction Amount does not exceed the
amount for which City is authorized by the Act of Council to engage the services of the
Corporation by entering into the Service Contract.

3] Ancillary Amounts. The Costs of Issuance, Prepaid Service Charges and
Underwriters® Discount represent the costs, fees and expenses that the City is authorized to pay

by the Act of Council for the respective purposes and do not exceed the amounts permitted by
the Act of Council.
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(1) executlon delivery and performance of the Service Contract by the City or the
Corporation;

(2) the execution, delivery and performance of the Trust Agreement by the Cor-
poration;

3 the conveyance of the Corporation’s interests in the Service Charges and
Scheduled Payments to the Funding Trust {or the granting of a security interest therein to
the Funding Trust) and the issuance and sale of the Certificates; or

(4) the performance by the Trustee of its duties under the Trust Agreement in re-
spect of the Certificates

requires any action by or in respect of, or filing with any labor union or any governmental body,
agency or official responsible for enforcing federal or State of Michigan labor laws or regula-
tions (collectively, Labor Laws or Regulations), or contravenes or constitutes a default under,
any provision of applicable Labor Laws or Regulations or any collective bargaining agreement
(as the same may have beeu modified by custom or practice) or other labor agreement, or any
judgment, injunction, order or decree or other instrument in respect of any Labor Laws or Regu-
lations.

Article IV — Service and Funding Arrangements
Section 4,01, Provision of Services

(a) The services of the Corporation arc described in the preamble to the Act of
Council. The Corporation shall provide its services through taking the actions set forth below.

)] The Corporation shall fund the Stated Funding Amount on the Closing Date in
the manner set forth in the Specific Terms (the Initial Funding).

(2)  The Corporation shall fund any Hedge Termination Payable in whole or in
part as requested of the City and approved by the City Council.

(3) The Corporation shall fund payment of some or all Service Payments as are
requested by the City and approved by City Council to provide future financial benefits to
the City (funding pursuant to this paragraph or paragraph (2), above, an Additional
Funding). An Additional Funding shall be accomplished under one or more other ser-
vice contracts and not under this Service Contract.

(4 An Additional Funding may include such things in the nature of Costs of Issu-
ance, Prepaid Service Charges and Underwriters’ Discount as authorized or permitted by
the approval of the City Council of the Additional Funding.

(b) “Funding”, as used above, means the provision of money through the issuance of
Certificates and does not mean or imply any further authorization of the City to make any
Contract Payment other than Contract Payments in connection with any Additional Funding.
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Payments become due and payable.
(b)  The obligations of the City hereunder, including its obligation to make Contract
Payments, are contractoal obligations of the City, enforceable in the same manner as any other

contractual obligation of the City, and are not general obligations of the City to which the City
has pledged 1ts full faith and credit.

Section 4.03, Funding Obligation

(a) The obligation of the Corporation to provide the Initial Funding or any Additional
Funding is subject to the receipt by the Corporation of proceeds sufficient for the Funding from
the sale of Certificates.

(b) The Corporation shall use its best efforts to cause the consummation of the
offering and sale by the Underwrniters of Certificates to provide sufficient proceeds for the
particular Funding.

(c) The City agrees to provide such information about the City of Detroit as may be
reasonably required by the Underwriters for inclusion in the Disclosure Document and to
otherwise reasonably cooperate in the offering and sale of Certificates by the Underwriters.

(1) The City agrecs to become a party to the Underwriting Agreement if the Un-
derwnting Agreement is satisfactory in form and substance to the Finance Director.

@ The City agrees to enter into a continuing disclosure agreement and take such
other actions as shall be necessary or appropriate to assist the Underwriters in meeting
their obligations under Rule 15¢2-12 of the Securities and Exchange Commission.

Section 4,04, Disposition of Certificate Proceeds
The Corporation shall apply the proceeds of the sale of Certificates as provided in the
Specific Terms for the particular Funding.
Article V -— Scheduled Payments
Section 5.01. Scheduled Payments

The City agrees to pay the Scheduled Payments of each Funding Rate Portion to the Cor-
poration on the respective Scheduled Payment Dates for such Funding Rate Portion. For the
avoidance of doubt, Scheduled Payments do not include Hedge Payables.

Section 5.02. Mandatory Prepayment by Sinking Fund Installments

The City agrees to prepay such Scheduled Payments as Sinking Fund Installments of
each Funding Rate Portion on such Sinking Fund Installment Dates as shall be set forth in the
Specific Terms.
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Corporation and (iii) it has met the condition precedent contained in subsection (d), below.

(b) The following terms have the following respective meanings:

[PFRS Service Confract General Terms]

Accrued Service Charges means, if an Optional Prepayment Date is nor a Service
Charge Payment Date, the amount of Service Charges accrued on the amount of the
Scheduled Payment to be prepaid frem the last Service Charge Payment Date before the

Optional Prepayment Date to the Optional Prepayment Date.

Hedge Amount means the amount, if any, of any Hedge Termination Payable that
will be owed by the Corporation pursuant to any Stated Hedge relating to the Scheduled
Payments being prepaid as a result of any required reduction in the notional amount of
such Stated Hedge due to such prepayment and the Hedge Periodic Payable, if any, ac-

crued to the date of termination.

Optional Prepayment Amount means the sum of (i) the amount of the prepay-
ment premium, 1f any, required by the Service Contract in connection with the prepay-
ment of any selected Scheduled Payments and (i1) the amount of Scheduled Payments se-

lected to be prepaid.

Optional Prepayment Notice means a notice of the City to the Corporation stating
its intention to prepay the Scheduled Payments specified therein by the Payment Time on
the Prepayment Receipt Date for the Optional Prepayment Date specified in such notice.

Prepayment Receipt Day means the day before the Optional Prepayment Date.

Total Prepayment Amount means, as to any Optional Prepayment, the amount of
the Opticnal Prepayment Amount, Accrued Service Charges, if any, and the Hedge

Amcunt, if any.

(c) If the City elects to make an Optional Prepayment that is permitted by subsection
(a), above to be made, the City shall deliver an Optional Prepayment Notice at least 45 days (or
such fewer days as is acceptable to the Corporation) hefore the Prepayment Receipt Date on
which the City shall pay the Total Prepayment Amount to the Corporation in connection with

such Optional Prepayment. Such Optional Prepayment Notice shall state:

1) The Scheduled Payments of the particular Funding Rate Portion te be prepaid
in whole or in part by such Optional Prepayment and the date on which such Scheduled

Payments are to be prepaid (Optional Prepayment Date) subject to the following:

(i} a Scheduled Payment may be selected by the City only if it is permitted
by the Service Contract to be prepaid on the particular Optional Prepayment Date

and

(1) a Scheduled Payment may be selected by the City for partial prepay-
ment only in an amount of at least $100,000 unless otherwise provided in the Ser-

vice Contract;

(23 the Opticnal Prepayment Amount;
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tion to identify;

(i) the Schednled Payments of the particular Funding Rate Portion selected
for prepayment,

(i1) the provisions of the Service Contract authorizing or permitting such
prepayment,

(i1} the prepayment premmiam, if any, required to be paid in connection with
the prepayment of each such Scheduled Payment,

(iv) Accrued Service Charges, if anty, due in respect of the prepayment of
the particular Scheduled Payments; and

(v} the Hedge Amount, if any, due in respect of the prepayment of the par-
ticular Scheduled Payments.

(d) It is a condition precedent to the City giving an Optional Prepayment Notice fo
the Corporation with respect to any Optiona! Prepayment that would obligate the Corporation to
pay a Hedge Amount that the City provide reasonable evidence satisfactory o the Corporation
that such Hedge Amount will be paid when due and such prepayment will not cause the
Corporation to be in default under any agreement to which 1t is party in connection with the
particular Funding,

(e) The “reasonable evidence satisfactory to the Corporanion” in subsection (d),
above, shall be such evidence as the Corporation is informed by the Hedge Counterparty or
Counterparties and the Insurer (if the Insurer is not in default under its Credit Insurance at the
time) is reasonably satisfactory to them.

) The delivery by the City of an Optional Prepayment Notice to the Corporation is a
statement of the intention of the City to pay the Total Prepayment Amount to the Corporation by
the Payment Time on the Prepayment Receipt Day for the Optional Prepayment Date stated
therein but does not obligate the City to so pay the Total Prepayment Amount to the Corporation,
and no defanlt shall occur by the City not so paying the Total Prepayment Amount or by the
Optional Prepayment not otherwise being effected on the Prepayment Receipt Day.

(g} The City may not make any Optional Prepayment that it is otherwise entitled to
make under this Section unless it pays the Total Payment Amount in respect of such Optional
Prepayment to the Corporation by the Payment Time (or such later time as may be acceptable to
the Corporation) on the Prepayment Receipt Date.

(h) Any Total Prepayment Amount received by the Corporation shall be nsed by the
Payment Time {(or as soon thereafter as is practicable} on the Prepayment Receipt Date to the
satisfaction of each of the priorities set forth in Section 8.03 higher than clause Eighth.

(1) If none of the Total Prepayment Amount is used as provided above, then the
Optional Prepayment shall be effectuated by using such Total Prepayment Amount to sai-
isfy the Optional Prepayment Amount, the Accrued Service Charges, if any, and the
Hedge Amount, if any,
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1 The City shall not pay the Total Prepayment Amount to the Corporation on any
day prior to the particular Prepayment Receipt Day.

Section 5.04. Satisfaction of Schednled Paymenis by Delivery of Ceriificaies

(a) The City may deliver or cause to be delivered Certificates to the Corporation in
satisfaction (whether in whole or in part) of Scheduled Payments at any time and in any
denomination upon 43 day’s prior notice to the Corporation (or such fewer days as is acceptable
to the Corporation) (a Delivery Notice) subject to the following limitations.

(1) A Scheduled Payment may be satisfied by delivery of Certificates entitled to
payment from such Scheduled Payment (Eligible Certificates).

(2) The amount of a Scheduled Payment deemed paid shall be equal to the de-
nominations of the particular Eligible Certificates.

(3) No Certificate shall be delivered in payment in whole or in part of the respec-
tive Scheduled Payment (whether as payment of a Sinking Fund Installment or as other
prepayment) more than 45 days before the respective due date if at the time of such deliv-
ery the City has not paid all Service Payments then and theretofore due.

(4} No Scheduled Payment shall be satisfied by the delivery of Certificates until
such Certificates have been delivered to the Trustee.

{b) If Sinking Fund Installments are to be satisfied (whether in whole or in part) by
the delivery of Eligible Certificates, the City shall indicate in the respective Delivery Notice the
particular Sinking Fund Installments and amounts thereof to be so satisfied.

(c) All Certificates received by the Corporation in payment of Scheduled Payments
pursuant to this Section shall be immediately delivered to the Trustee for cancellation.
Article VI — Service Charges
Section 6.01. Agreement to Pay Service Charges; Funding Costs

(a) The City agrees to pay amounts (Service Charges) to the Corporation on Service
Charge Payment Dates sufficient to pay the costs of capital (Funding Costs) for the particular
Funding. For the avoidance of doubt, it is acknowledged that Service Charges do not include
Hedge Payables.

{(b) Funding Costs shall be determined by the particular Funding Rate Methodology.

)] Funding Costs for any Fixed Rate Funding Portion shall be determined and
paid in accordance with the Fixed Rate Funding Methodology described in Section 6.03,
and the corresponding Service Charges shall be Fixed Rate Service Charges.

(2) Funding Costs for a Variable Rate Funding Portien shall be periodically de-
termined and paid in accordance with the Variable Rate Funding Methodology described
in Section 6.04, and the corresponding periodic Service Charges shall be Variable Rate
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paid in accordance with Section 6. 0§
creted Value Service Charges (as to which, see also Section 6.05).

Section 6.02. Prepaid Service Charges; Hedge Receivables

{a) Prepaid Service Charges shall be used to meet the City’s obligation to pay the first
occurring Service Charges and Hedge Periodic Payables of the Corporation except as otherwise
may be provided in the Specific Terms,

{b) Hedge Receivables received by the Corporation shall be used to satisfy the City’s
obligation in respect of then existing Service Contract Deficiencies m accordance with Section
7.05 or then current Service Charges not otherwise paid.

Section 6.03. Fixed Rate Funding Methodology
(a) The provisions of this Section constitute the Fixed Rate Funding Methodology.

(b)  The particular Specific Terms shall state the rates {Fixed Service Charge Rates)
at which the Fixed Rate Service Charges are computed for the respective Scheduled
Payments comprising the Fixed Rate Funding Portion (Fixed Rate Scheduled Payments).
Fixed Service Charge Rates may be different for different Fixed Rate Scheduled Payments.

(c) The particular Specific Terms shall also state the dates (Fixed Rate Service
Charge Payment Dates) on which the Fixed Rate Service Charges are payable.

(d) Fixed Rate Service Charges shall be computed as if the Fixed Rate Scheduled
Payments bore interest at the respective Fixed Rates and computed on the basis of a 360-day year
consisting of 12, 30-day months.

(&) On each Fixed Rate Service Charge Payment Date the City shall pay a Fixed Rate
Service Charge equal to the Fixed Rate Service Charge accrued on the respective unpaid Fixed
Rate Scheduled Payments from the later of the Closing Date or the last Fixed Rate Service
Charge Payment Daie on which Fixed Rate Service Charges were paid in full by the City.

Section 6.04. Variable Rate Funding Methodology

(a) The provisions of this Section constitute the Farighle Rate Funding
Methodology.

(b) The periodic Variable Rate Service Charge for each Scheduled Payment set forth
under a particular type of Service Charge Class in the Variabic Rate Funding Portion (Fariable
Rate Scheduled Payments) shall be determined in accordance with the particular Type of
Variable Rate Funding.

() Each Funding Cost Supplement for a Type of Variable Rate shall provide for a
precedure by which the Variable Rate Service Charges are determined for the particular Variabie
Rate Funding Type and shall further provide:

(1)  The Variable Rate Service Charge Payment Dates: the dates on which the
Variable Rate Service Charges are payable for such Type;
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(4) The Day Count Ceonvention: the number of days in a month and in a year
used to determine the amount of the Variable Rate Funding Service Charges of such

Type.

(d) Variable Rate Service Charges for each Variable Rate Funding Type in the
Variable Rate Funding Portion shall be computed as if the Variable Rate Scheduled Payments of
the particnlar Variable Rate Type bore interest at a rate (the Variable Service Charge Rate) (i)
determined as of each Service Charge Determination Date for such Type and effective as of the
respective Service Charge Adjustment Date for such Type and (i1) computed using the applicable
Day Count Convention for such Type.

(e) Variable Rate Funding Costs for any Variable Rate Funding Type may be tranched
such that not all Variable Rate Funding Scheduled Payments of the particular Type are computed
in the same manner; e.g., some may be determined on a weekly basis and others may be
determined on a monthly basis,

(H On each Variable Rate Service Charge Payment Date for a particular Type the
City shall pay a Variable Rate Service Charge equal to the applicable Variable Rate Funding
Costs accrued on the unpaid Variable Rate Funding Scheduled Payments of that Type from the
later of the Closing Date or the last applicable Variable Rate Funding Service Charge Payment
Date on which the Variable Rate Funding Service Charges of that Type were paid 1n full by the
City.

Section 6.05. Accreted Value Funding Methodology

(a) The provisions of this Section constitute the Accreted Value Funding
Methadology. The Accreted Value Day Count Convention for purposes of the Accreted Value
Funding Rate Methodology is 12, 30-day months in a year of 360 days unless otherwise stated in
the particular Specific Terms.

(b) The particular Specific Terms shall state:
(1) the Accreted Value Scheduled Payments,

(2) the rates at which the Accreted Values will be computed (the Accreted Value
Service Charge Rates),

(3) Accreted Value Day Count Convention if the convention to be applied is dif-
ferent than the Accreted Value Day Count Convention defined in snbsection (a) above.

(4 the dates on which the Accreted Values (the Valuation Dates) are to be com-
puted and

(5) the Accreted Value for each $5,000 (unless a different amount is set forth in
the particular Specific Terms) of Maturity Value of each Accreted Value Scheduled Pay-
ment on each Valuation Date.
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Accreted Value Day Count Convention.

(1)  The result obtained by application of the Accreted Value Funding Methodol-
ogy to any Accreted Value Scheduled Payment is its Accreted Value.

(2) The Accreted Value of any Accreted Value Service Payment between any
two, cousecutive Valuation Dates shall be determined by interpolation between such
Valuation Dates using the Accreted Value Day Count Convention.

(3) The Accreted Values set forth in the particular Specific Terms shall be con-
clusive in the absence of manifest error for all purposes of the Service Contract.

(d)  Accreted Value Service Charges on any date of determination with respect to any
Accreted Value Service Payment are equal to the Accreted Value of such Accreted Value Service
Payment less such Accreted Value Scheduled Payment.

(1) Accreted Value Service Charges are due and payable ou the Scheduled Pay-
ment Dates for the respective Accreted Value Scheduled Paymenits.

(2) Accreted Value Service Charges are not payable prior to their respective due
dates except as in accordance with Section 9.01,

Article VII — General Provisions Governing Service Payments and Contract
Administrator Payments

Section 7.01, Time of Service Payments

The City shall make all Service Payments other than Contract Administrator Payments by
the Payment Time on the day immediately before the date when due. The City shall make all
Contract Administrator Payments on the date when duc.

Section 7.02. Hedge Payables

The City agrees to pay the amount of any Hedge Payable to the Corporation promptly
upon receipt of notice thereof from the Corporation; provided that the City is not required to pay
such amount before the Payment Time on the day before the due date of the particular Hedge
Payable.

Section 7.03. Subrogation

(a) No payment of any amount to a holder of Certificates or a Hedge Counterparty
made from an amount paid by an Insurer under its Credit Insurance (a Credit Insurance
Payment) shall discharge the City’s obligation to pay any Service Payment in respect of which
such Credit Insurance Payment was paid (a Related Service Payment).

(b) An Insurer making a Credit Insurance Payment shall be subrogated to the rights of
Certificateholders or a Hedge Counterparty, as the case may be, to receive the Related Service
Payment and shall be entitled to exercise all rights and remedies that the Person to which it 1s the
subrogee would have otherwise been entitled to exercise.
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(b) Investable Funds shall be invested by the Corporation as directed by the City in
Autborized Investments that mature in the amounts and at the times the related Investable Funds
are needed to make the payments for which snch Investable Funds were received by the
Corporation.

(c) Investments shall be made by Funding Rate Portion but may be commingled for
investment purposes so long as records are kept showing each particular Funding Rate Portion
and the gain and loss attributable to it.

(d)  No Investment shall be sold prior to the maturity thereof.

(e) All Investments shall be made directly by the Corporation having exclusive
control over the related securities entitlement (as “control” and “security entitlement” are defined
in Article 8 of the applicable Uniform Commercial Code or correlative Treasury Regulations)
except that Investments may also be made through one or more investment companies registered
under the Investment Companies Act of 1940, as amended, if (i) such investment company has a
rating by Standard & Poor’s Corporation or any national statistical ratings organization (as
defined by the Securities and Exchange Act of 1934, as amended, or any successor to it) af least
equal to the rating of the Authorized Investment and (ii) such registered investment company
invests only in debt instruments.

() Gain and loss from Investments shall be attributed to the type of Investable Funds
giving rise to it.

(1) Gain shall be paid to the City when realized to the extent it is not needed to
satisfy any then existing Service Contract Deficiency in accordance with Section 7.05 or
satisfy any then current Service Payment.

2) The City is responsible for all such loss and shall reimburse the Corporation
for such loss upon demand by the Corporation,
Section 7.05. Satisfying Service Contract Deficiencies

(a) This Section governs the use of certain amounts to satisfy Service Contract
Deficiencies. If the City has not provided funds sufficient to satisfy the requirements of Section
8.03, then the amounts subject to this Section, in an amount not exceeding any Service Contract
Deficiency, shall be applied in accordance with Section 8.03.

() The amounis subject to this Section and the order of nse are (i) Hedge
Receivables and (ii) gain from Investmenis

{c) Such amounts are subject to Section 8.02.
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have against the Corporation, the Trustee any holder or beneficial owner of any Cernﬁcatc or
any other person whether in connection herewith or with any unrelated transaction and the obli-
gation of the City to make such payments shall not be conditioned on its receipt of future ser-
vices of the Corporation under Sections 4.01(a)(2) through (4). The City will not suspend or
discontinue its obligation to make any such payment for any cause whatsoever, and, to the extent
permitted by law, the City waives all rights now or hereafier conferred by statute or otherwise to
guit, terminate, cancel or surrender any such obligation of the City under the Service Contract or
to any abatement, suspension, deferment, diminution or reduction in such payments.

Article VIII — Satisfaction of Service Payments and Contract Administrator Payments
Section 8.01. Certain Defined Terms

An amonnt is about te become due for the purposes of Section 8.03 on the Busi-
ness Day before its due date except when the amount is payable daily, in which case the
term “about to become due” is inapplicable.

all Service Contracts means the Service Contract and the Other Service Cantract.

each Service Contract means the Service Contract or the Other Service Contract
as the context may require,

each Service Corporation means the Service Corporation or the Other Service
Corporation as the context may require.

Other Service Contract means a service contract between the City and the Other
Service Corporation, certain payments under which Other Service Contract are part of the
Trust Estate.

Other Service Corporation means the nonprofit corperation party to the Other
Service Contract.

pro-rata for the purposes of this Article means for any priority class under Sec-
tion 8.03 and as of any computation date, a fraction, the numerator of which is the
amount owing to any particular Person who is entitled to a payment in such priority class
and the denomnator of which is the total of all such payments owing to all such Persons
in such priority class.

Section 8.02. Preservation of Parity among Service Contracts

All Service Payments payable under this Service Coniract shall be made and the Corpora-
tion shall be entitled to receive such payments on a pro-rata basis with the Service Payments un-
der the Other Service Contract so that each Service Payment Component having a specified pri-
ority under Section 8.03 is made on a pro-rata basis with the Service Payment Components hav-
ing the same defined term under Section 8.03 of the Other Service Contract, and no Service Pay-
ment Component shall be satisfied unsil all Service Payment Components under all Service Con-
tracts having the same defined term but having a greater priority under Section 8.03 of each
Service Contract are first satisfied mn full,
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First: Contract Admiuistrator Payments then

Secoud: all theretofore due and unpaid Service Charges (regardless of the Funding
Rate Methodology, including any Accreted Value Funding Methodology)
and amouuts iu respect of Hedge Periodic Payables; then

Third: all then due or about to become due Service Charges (regardless of the
Funding Rate Methodology, including any Accreted Value Funding Meth-
odology) and amounts in respect of Hedge Periodic Payables; then

Fourth: al]l theretofore due and unpaid Regular Scheduled Payments and Sinking
Fuud Installments; then

Fifth: all then due or about to become due Regular Scheduled Payments and Sink-
ing Fund Installments; then

Sixth:  all theretofore due and uupaid amounts in respect of Hedge Termination
Payables; then

Seventh: all then due or about to become due amounts in respect of Hedge Termina-
tion Payables; then

Eighth: all then due or about to become due Optional Prepayment Amounts and Ac-
crued Service Charges.

Article IX — Miscellaneous
Section 9.01. Acceleraticn on Bankrupicy

I the City shall (i) commence any proceeding or file any petition seeking relief under Ti-
tle 11 of the United States Code, (ii) conseut to the institution of any such proceeding or the fil-
ing of any such petition or (iii) make a general assignment for the benefit of creditors, then all
payments due hereunder shall become immediately due and payable without presentment, de-
mand, protest or notice of any kind, all of which are expressly waived notwithstanding anything
to the coutrary herein.

Section 9.02. Termination or Assignment of Stated Hedges

(a) At the request of the City and with the prior written consent of the Insurer that has
Credit Insurance in respect of the particular Stated Hedge, the Corporation shall terminate any
Stated Hedge or assign its interest in any Stated Hedge to a Persou that agrees to perform and
observe all of the duties and obligations of the Counterparty to such Stated Hedge.

b Any such substitute Hedge Counterparty shall have the rating required by Public
Act 34 of the Public Acts of 2001, as amended, as ¢'the City were a party to the partcular Stated
Hedge.

(c) No such termination or substitution of a Hedge Counterparty shall take effect
unless each Rating Agency confirms its rating of the particular Certificates.
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ection 9,03.

Required Ratings of Hedge Counterpartles

(a) The Corporation shall only enter intc Hedges with Persons who have, on the date
the Hedge is entered into, or, alternatively, whose Hedge obligations are guaranteed by a Person
who has en the date the Hedge is entered into, a rating of its long-term, senior secured debt at
least A- by Standard & Poor’s Corporation and at least A3 by Moody’s Investment Service.

(b) It is not a breach of subsection (a), above if the Hedge is subject to an Insurcr
approved transaction transfer agreement with a Person who gualifies, or whose Hedge
obligations arc guaranteed by a Person who gqualifies, under subsection {a}, above.

Section 9,04, Addresses for Notices.

All notices and other communications provided for hereunder shall be in writing unless
otherwise stated herein mailed, sent or delivered
if to the City, at
City of Detroit, Michigan — Finance Department
1200 Coleman A. Young Municipal Center
2 Woodward Avenue
Detroit, Michigan 48226
Attention: Finance Director

if to the Corporatien, at
c/o Lewis & Munday, P.C,
Suite 2490
660 Woodward Avenue
Detroit, Michigan
Attention: President

or to such other address as such Person may specify te the other Person and shall be effective (1)
if given by mail, 3 Business Days after such communication is deposited in the mails with first
class postage prepaid or (ii) if given by any other means, when delivered at the address specified
in or pursuant to this Section.

Seetion 0,05, Amendment

The Service Contract may be amended only by written instrument signed by the parties
hereto except that no amendment shall be valid:

(i) if such amendment diminishes the rights and remedies of any Third
Party Beneficiary without the prior written consent of such Third Party Benefici-
ary;

(i1) wuniess the Trustee of any Funding Trust that is a transferee of or suc-
cessor to any rights or entitlements hercunder and that received an opinion of
counsel in connection with the organization of the Funding Trust to the effect that
such Funding Trust will qualify as a grantor trust under Subpart E, Part [ of Sub-
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(i11)  wnless the Trustee has received an opinion in form and substance rea-
sonably satisfactory to the Trustee of counsel reasonably acceptable to the Trusiee
to the effect that such amendment will not result in the Service Charges and
Scheduled Payments failing to constitute payments in respect of indebtedness for
U.S. federal income tax purposes; and

(iv)  umless every Insurer who is not in default under its Credit Insurance at
the time has consented to the amendment, including such prior written consent as
may be set forth in the Contract Administration Agreement or any other agree-
ment to which the Corporation is a party.

Section 9,06. No Waiver; Remedies,

No failure on the part of the Corporation or any permitted successor or assign or any
Third Party Beneficiary to exercise, and no delay in exercising, any right hereunder shall be a
waiver thereof; nor shall any single or partial exercise of any right hereunder preclude any other
further exercise thereof or the exercise of any other night.

Section 9.07. Binding Obligation.

The Service Contract is a continuing obligation of the City and shall until the date on
which all amounts due and owing hereunder are paid in full (1) be binding upon the City and 1ts
successors and (ii) inure to the benefit of and be enforceable by the Corporation, its successors
and permitted assigns, and by Third Party Beneficiaries.

Section 9.08. General Corporate Expenses

The City shall pay the General Corporate Expenses of the Corporation as and when they
become due.

Section 9.09. Fees and Expenses.

(a) The Corporation shall pay compensation, expenses and indemnification due the
Trustee in accordance with the Trust Agreement, including reasonable fees and expenses of
counsel, in connection with any waiver or consent thereunder or any amendment thereof, or in
connection with the enforcement thereof.

(b) The Corporation shall pay compensation, expenses and indemnification due the
Contract Administrator and the Enforcement Officer (defined in the Contract Administration
Agreement), if any, in accordance with the Contract Administration Agreement, including
reasonable fees and expenses of counsel, in connection with any waiver or consent hereunder or
any amendment hercof or thereof, or in connection with the enforcement hereof.

{c) The Corporation shall pay the fees of remarketing agents, auction agents and
broker-dealers, or any of them, as provided for any particular Variable Rate Funding Type.
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(as such terms defined in the Contract Administration Agreement), buz the Corporation shall have

no obligation to pay any indemnity required by the Enforcement Officer;

H The Corporation shall pay all other payments required (o be paid by the
Corporation under Contract Adminisiration Agreement and not otherwise paid.

Section 9.10. Permitted Assignment,

(a) The Service Contract shall be binding upon the parties hereto and their respective
successors and permitted assigns. No assignment by either party of its interests herein shail be
valid except as provided in this Section.

(b) The Corporation may transfer (as defined below in this subsection) the
Scheduled Payments and Service Charges to the Funding Trust, provided that the Corporation
shall not do so withont:

(H delivering prior written notice thereof to the City,

2) listing the Funding Trust as the owner of the Scheduled Payments and Service
Charges on the registration book (described below), and

3 obtaining the agreement of the Funding Trust not to effect any subsequent
transfer of any Scheduled Payments and/or the Service Charges without

(1) delivering to the City prior written notice of any such transfer(s) of the
Schednled Payments and/or the Service Charges and

(1) obtaining the agreement of the transferee (x)} not to effect any further
transfer without prior delivery to the Corporation of notice thereof in the manner
of the notice described in clause (i} above, and (¥) to obtain the same agreement
of any further transferce (i.e., to give such notice and obtain such agreement of
further transferees).

For the avoidance of doubt, the pricr writien notice referred ic in this snbsection
only applies to the holder of legal title to the Scheduled Payments and the Service
Charges and not to owners of Certificates.

A provision in the Trust Agreement to the effect, “For the avoidance of donbt, the
Trustee acknowledges that it has no power to transfer, assign or otherwise convey legal
title to the Funding Trust Receivables and that beneficial interests in the Funding Trust
Receivables may be transferred as transfers of Certificates.” shall satisfy the agreement
referred to in clause (ii), above.
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The term fransfer in this subsection means a sale, assignment, transfer or con-
veyance.

(¢)  No assignment of the Service Contract or any amounts receivable thereunder shall
include the nght to receive Additional Service Payments, Contract Administrator Payments or
Hedge Payables except that the Corporation may assign or grant a security interest i amounts
recerved by it as payment of Hedge Payables to the Hedge Counterparties.

Section 9.11. Direct Payment of Service Payments; “Successor” Defined

(a) Additional Service Payments shall be payable by the City to the Persons
originally entitled to receive them or their successors on the dates when due,

(b) The term successor in this Article means either a successor to a particular Person
by law (e.g., the surviving corporation in a merger) or a successor to the particular office for
which Additional Service Payments or Contract Administrator Payments are payable (e.g., a new
Person, not by operation of law, becomes successor Trustee). Successor does nof include any
other Person without the written consent of the City.

Section 9.12. Third Party Beneficiaries
(a) Persous that are Third Party Beneficiaries

€)) The Persons, including the Trustee and the Contract Administrator, originally
entitled to Additional Service Payments or Contract Administrator Payments and their re-
spective successors are third party beneficiaries of the Service Contract as to the City’s
promises to pay Additional Service Payments or Contract Administrator Payments to the
Service Corporation.

(2) Hedge Counterparties, and their respective successors and subrogees, are third
party beneficiaries of the Service Contract as to the City’s promises to pay amounts in re-
spect of Hedge Payables to the Corporation.

3) Insurers are third party beneficiaries of the Service Contract.

(49)  The Funding Trust is a third party beneficiary of the Corporation’s promises
in respect of Service Charges and Scheduled Payments.

(5) The Contract Administrator and the Enforcement Officer (as defined in the
Contract Administrator Agreement) are third party beneficiaries as to the Corporation’s
promises in Section 9.09.

(b) Rights of Third Party Beneficiaries

Third Party Beneficiaries have the right to enforce the respective promises made in the
Service Contract as if such promises were made directly to them. As between the Insurers, any
Insurer that has the right, pursuant to Section 6.9 of the Contract Administration Agreement,
to control enforcement proceedings instituted pursuant to the Contract Administration Agree-
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Any amendment that diminishes the nghts and remedles of any Third Party Beneﬁcnary
without the prior written consent of such Third Party Beneficiary is acknowledged to have the
effect in fact of hindering, delaying and defrauding such Third Party Beneficiary in the collection
of an obligation owed to it.

Section 9.13, Reliance on Representations and Warranties

(a) Each permitted assignee and any subrogee of any rights hereunder and Third
Party Beneficiary shall have the benefit of the representations and warranties of the City and the
Corporation made herein as if such representations and warranties had been made directly 1o it.

(b)  Each permitted assignee and any subrogee of any rights hereunder and Third
Party Beneficiary shall be conclusively presumed to have relied upon such representations and
warranties, and such reliance shall survive any investigation made by such permitted assignee or
Third Party Beneficiary.

Section 9.14. Contract Admin\istration

(a) Nothing in the Service Contract shall prohibit the Corporation from employing
one or more agents and attorneys-in-fact to collect Service Payments or to otherwise administer
the Contract.

(b) The City agrees 1o make Service Payments due the Corporation to any such agent
or attorney-in-fact upon receipt of notice of its appointment.
Section 9.15. Governing Law

The rights and obligations of the parties hereunder shall be governed by and construed in
accordance with the law of the State of Michigan exclusive of its conflicts of law rules.
Section 9.16. Headings

Article and Section headings in the Service Contract are included herein for convenience
of reference only and do not constitute a part of the Service Contract for any other purpose.
Section 9.17. Integration

The Service Contract is intended by the parties as the final, complete and exclusive
statement of the transactions evidenced by the Service Contract. All prior contemporaneous
promises, agreements and understandings relating to such transaction, whether oral or written,
are deemed to be superseded by the Service Contract, and no party is relying on any promise,
agreement or understanding not set forth or referred to in the Service Contract,
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[End of General Terms]
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First Amendment to PFRS Service Contract 2006 (the Amendment), dated as of June
15, 2009, between the Detroit PFRS Retirement System Service Corporation, a Michigan
nonprofit corporation (the Service Corporation), and the City of Detroit, a municipal
corporation organized and existing under the laws of the State of Michigan (the City),

WITNESSETH:

Whereas, the Service Corporation entered into the PFRS Service Contract 2006, dated as
of hune 7, 2006 (the Service Contract), with the City as part of the 2006 Transaction (the 2006
Transaction) described in Ordinance No. 05-09 (the Authorizing Ordinance) undertaken by the
City as part of its Pension System Funding Program (the Pension System Funding Program)
described therein;

Whereas, also as part of the 2006 Transaction the Service Corporation entered into cer-
tain interest rate swap agreements (each, a 2006 Hedge and collectively, the 2006 Hedges) with
UBS AG (UBS), SBS Financial Prodacts Company, LLC (SBS and collectively with UBS,
the 20066 Counterparties) and Merrill Lynch Capital Services, Inc., as credit support provider
to SBS as part of the 2006 Transaction;

Whereas, the Service Contract, among other things, provided for the City to make pay-
ments to the Service Corporation sufficient to pay amounts owing by the Service Corporation
under the 2006 Hedges;

Whereas, in January 2009, the 2006 Counterparties notified the City and the Service
Corporation that they believed that an event had occurred which entitled them to declare a cer-
tain “additional termination event” (the 2006 Additional Termination Event) under the 2006
Hedges;

Whereas, the declaration of the 2006 Additional Termination Event could have resulted
in the imposition of an immediate obligation on the City to make a combined payment to the
Service Corporations in the range, estimated in January 2009, of $300 million to $400 million;

Whereas, the City Council adopted the Authorizing Ordinance on May 26, 2009, in con-
templation of settlement with the Counterparties;

Whereas, this amendment to the Service Contract is one of the documents contemplated
by the Authorizing Ordinance;

Whereas, the Corporation was created as part of the Pension System Funding Program to
reduce the City’s burdens of government by meeting and managing the City’s obligations under
the Michigan Constitution to maintain the actuarial integrity of the PFRS Retirement System of
the City of Detroit (the PFRS Retirement System), in respect of which the Corporation was es-
tablished;
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the 2006 Ad 1t10r?a”1° Termination Event anfff for a rescission of any declaration of the 2006 A
tional Termination Event by a Counterparty made throngh the date on which the transaction of
which this Amendment is a part closes (the Closing Date), and in the interest of avoiding fees
and expenses of litigation and the delays that would result should litigation ensue, the parties
hereto agree as follows:

Section 1. Definitions

Capitalized terms not defined in this Amendment and defined in the Service Contract are
nsed herein as therein defined.
Section 2. Amendments to Service Contract

(a} Amendments to Section 1.01 of the General Terms

(1) The following definition is added to Section 1.01 of the General Terms in
proper alphabetical order:

Collateral Agreement means the Collateral Agreement, dated as of
June 15, 2009, among the City, the Corporation and the other parties
thereto.

(2) The definition of “Service Payment” appearing in Section 1.01 of the General
Terms is amended by adding the langnage indicated thus and as amended shall read as
follows:

Service Payment means any Contract Administrator Payment, Ser-
vice Charge (regardless of Funding Rate Methodology), Regular Sched-
uled Payment or Sinking Fund Installment, amounts in respect of any
Hedge Payable, Optional Prepayment or Accrued Service Charge as the
context may require. Service Pa ot include an

able or paid under the Collateral Agreement.

(3) The definition of “Stated Hedge” appearing in Section 1.01 of the General
Terms is amended to read as follows:

Stated Hedge means a Hedge identified in the Specific Terms as a
“Stated Hedge” as amended by the amendments to the 2006 Hedges with
an effective date that corresponds to the Closing Date.

(b) Amendments to Section 7.02 of the General Terms

Section 7.02 of the General Terms is amended by adding the subsection des-
ignation and language indicated thus and as amended shall read as follows:
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e City’s obligation to pay the amount of anvy Hedge Payable

to the Corporation includes an obligation to pay to the Corporation the
amount of any interest, enforcement costs or expenses and indemnification
payments for which the Corporation may be liable to the Hedge Counter-
party or any successor under the Stated Hedge or the Collateral Agree-

ment,

(c) The City shall receive a credit for any Hedge Payable to the ex-
tent of any amount paid in respect of such Hedge Payable under the Col-
lateral Agreement.

Section 3. Validity of Amendments

The validity of the amendments set forth in Section 2 hereof are subject to Section 9.05
of the General Terms.

Section 4, Ratification of Service Contract

The Service Contract as amended by Section 2 hereof is ratified and confirmed.

Section 5. Governing Law

The rights and obligations of the parties hereunder shall be governed by and construed in
accordance with the [aw of the State of Michigan exclusive of its conflicts of law rules.

Section 6. Headings

The Section and subsection headings herein are included for convenience of reference
only and do not constitute a part of the this Amendment for any other purpose.

Section 7. Counterparts

This Amendment may be executed in multiple counterparts, but all such counterparts
taken together shall evidence by one and the same original.

In Witness Whereof, the partics hereto have set their respective hands on the date first
set forth above.

[Signatures appear on pages S-1 et seq.]
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City of Detroit,

-

Norman L. White
Finance Director
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VL ALl

Norman L. White
President
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