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TRUE COPY CERTIFICATE

Form C of D—16-CE

STATE OF MICHIGAN,
ss,
City of Detroit

CITY CLERK'S OFFICE, DETROIT

I, Jackie L. Currie , City Clerk of the City of Detroit, in said

RESOLUTION
State, do hereby certify that the annexed paper is a TRUE COPY OF

adopted (passed) by the City Council at session of

February 4, 20 05

and approved by Mayor

February 8, 20 05

as appears from the Journal of said City Council in the office of the City Clerk of Detroit, aforesaid;

that I have compared the same with the original, and the same is a correct transcript therefrom, and of the

whole of such original,

In Witness Whereof, I have hereunto set my hand

and affixed the corporate seal of said City, at

Detroit, this 2nd

June A.D.

day of.

CITY CLERK
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APPROVED BY DETROIT CITY COUNCIL

ORDINANCE NO. 05-05
CHAPTER 18
TO APPROVE THE FORM OF A
STANDARD SERVICE CONTRACT TO
PROVIDE PENSION FUNDING
SERVICES TO THE CITY BY
REDUCING THE BURDEN OF
UNFUNDED ACTUARIAL ACCRUED
LIABILITIES (UAAL) ANDTO
AUTHORIZE THE CITY TO ENTER
INTO TWO SERVICE CONTRACTS
FOR 2005 AND TO AUTHORIZE
HEDGES IN CONNECTION WITH THE
FUNDING OF THE UAAL OF THE
RETIREMENT SYSTEMS.

AN ORDINANCE to authorize the for-
mation by the City, pursuant to the
Home Rule City Act, 1909 PA 279, as
amended, of two non-profit corpora-
tions under the Nonprofit Corpora-
tion, Act, 1982 PA 162, as amended,
namely, the Detroit General Retire-
ment System Service Corporation,
and the Detroit Police and Fire
Retirement System Service Corpora-
tion, by amending Chapter 18 of the
1984 Detroit City Code by adding
Division 9, entitled “the Detroit
Retirement System Service Corpora-
tion,” consisting of Sections 18-5-
120 through 18-5-144 to assist the
City in meeting its pension obliga-
tions; to approve the form of a
Standard Service Contract to pro-
vide pension funding services to the
City by reducing the burden of
Unfunded Actuarial Accrued
Liabilities (UAAL) and to authorize
the City to enter into two Service
Contracts for 2005 and to authorize
Hedges in connection with the fund-
ing of the UAAL of the retirement
systems.

IT IS HEREBY ORDAINED BY THE
PEOPLE OF THE CITY OF DETROIT
THAT:

Section 1. Chapter 18 of the 1984
Detroit City Code, be amended by adding
Division 9 to Article 5 as follows:

DIVISION 9. DETROIT RETIREMENT

SYSTEM SERVICE CORPORATION
Sec. 18-5-120. Legislative Findings.

The Detroit City Council expressly finds
and determines that:

{a) The Home Rule City Act, 1909 PA
279, at MCL 117.40(1), authorizes cities
such as the City of Detroit {the City) to
authorize the formation of a nonprofit cor-
poration under the Nonprofit Corporation
Act, 1982 PA 162, at MCL 450.2101, et
seq., as amended for valid public pur-
poses of the authorizing city.

(b) Article 9, Section 24 of the 1963
Michigan Constitution obligates the City to
maintain the actuarial integrity of its
General Retirement System (the GRS)
and its Police and Fire Retirement System
(the PFRS), together, the Retirement
System.

(c) Maintainng the actuarial integrity of
the Retirement System is both a constitu-
tional obligation and an important public
purpose of the City.

{d) By Ordinances No. 03-05 and No.
04-05 (the Alternative Funding
Mechanism Ordinances), the City has
provided an alternative funding mecha-
nism for each, respectively, of the GRS
and PFRS (each, an Alternative
Funding Mechanism) to provide for
funding unfunded actuarial accrued liabil-
ity (UAAL) of the GRS (GRS UAAL) and
the UAAL of the PFRS (PFRS UAAL and
either the GRS UAAL or the PFRS UAAL,
as the context may require, the
Retirement System UAAL).

(e) The Aliternative Funding Mech-
anism Ordinances are separate and dis-
tinct from this Ordinance, and this
Ordinance provides only a means of fund-
ing particular Retirement System UAAL
and thereby reducing the financial burden
to the City of such Retirement System
UAAL.

(f) This Ordinance shall not be
deemed to affect any benelfits under
either the GRS or the PFRS or other sub-
jects of collective bargaining or Act 312
Arbitration Awards, and shall be so inter-
preted.

(g) The respective Retirement
System's actuaries (the Actuaries of the
respective Retirement System) estimate
that GRS UAAL is $732,958,801 and that
PFRS UAAL is $516,076,553, with addi-
tional unrecognized market losses of,
respectively, $213,844,162 and
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$327,251,711, as ol tneir respecuve
reports (each, an Actuary Reporf) as of
June 30, 2003, with UAAL of each
Retirement System expected to increase
in the future.

(h) The City desires to act pursuant to
Home Rule City Act and authorize the for-
mation of a nonprofit corporation with
respect to each Retirement System, to be
known respeclively as the “Detroit
General Retirement System Service
Corporation” and the “Detroit Police
and Fire Retirement System Service
Corporation” (each, a Corporation), to
assist the City in maintaining the actuarial
integrity of the respective Retirement
System through the respective Alternative
Funding Mechanism by funding the par-
ticular Retirement System UAAL and
thereby achieving financial benefits for the
City.

(i) Each Corporation will be acting as
an instrumentality and enterprise of the
City and performing an important public
purpose by assisting the City to meet its
constitutional obligations with respect to
the particular Retirement System and
thereby is an integral part of the City for
federal income tax purposes and it is
intended that the income of each
Corporation will not be subject to federal
income taxation or any taxation under the
laws of the State of Michigan to the extent
the same applies to the City.

{j) Each Corporation shall be separate
and distinct from the City, and the City
shall not be responsible for any debts or
other obligations of either Corporation,
and no such debt or obligation shall con-
stitute “indebtedness” within the meaning
of The Home Rule City Act.

{k) ltis in the best interest of the City to
obtain the services of each Corporation in
connection with the Alternative Funding
Mechanism for the respective GRS and
PFRS by approving the form of service
contracts between each of the
Corporations and the City (each, a
Service Contract) to be funded by
means of a funding trust for the respective
Retirement System (each, a Funding
Trust) in connection therewith.

() Rtis further in the best interest of the
City that it enter into two specific Service
Contracts to fund, respectively, not more
than (i) the GRS UAAL in an amount not
in excess of the UAAL in the Actuary
Report as of June 30, 2003, or in the
Actuary Report as of June 30, 2004,
whichever is greater (Maximum GRS
UAAL) and (i) the PFRS UAAL in an
amount not in excess of the UAAL in the
Actuary Report as of June 30, 2003, or in
the Actuary Report as of June 30, 2004,
whichever is greater (Maximum PFRS
UAAL).

Sec. 18-5-121. Certain Definitions.

The following terms shall have the fol-
lowing respective meanings unless the
context otherwise requires:

Accreted Value means, at any particu-
lar time, the denominations of the Capital
Appreciation COPs as then accreted.

Capital Appreciation COPs means
Zero Coupon COPs that have denomina-
tions that accrete in amount in a manner
customary in municipal finance for the
accretions in value of capital appreciation
bonds.

Certificates, Certificates of Parti-
cipation or COPs have the meaning
given such terms in Sec. 18-5-133.'

Costs of Issuance means (i) the
expense, as an initial one-time expense,
of forming each Corporation; and (i) with
respect to COPs issued to fund a particu-
lar Service Contract, all items of expense
related to the authorization, sale and
issuance of such COPs, which may
include, but are not limited to, printing
costs, costs of reproducing documents,
filing and recording fees, fees and
charges of the Trustee, original issue dis-
count, legal fees and charges, underwrit-
ing fee or discount, professional
consultants' fees (including COPs coun-
sel and the financial advisor to the City),
costs of credit ratings, fees and charges
for execution, transportation and safe-
keeping of such COPs, fees and charges
of any Providers, and other costs,
charges and fees in connection with the
foregoing or in connection with the autho-
rization, sale and issuance of such COPs
then to be authenticated or delivered.

Credit Facility means any COPs insur-
ance, letter of credit, line of credit, pur-
chase agreement, surety bond or other
financial’ arrangement intended to protect
holders of COPs issued by the respective
Funding Trust from loss arising from delin-
quent Service Payments. Credit Facility
aiso means any financial arrangement
intended to protect a Hedge Counterparty
from a fallure of the Corporation to timely
pay Hedge Periodic Payables and Hedge
Termination Payables.

Deep-Discount COPs means Zero

Coupon COPs that are issued at a deep
original issue discount,
) Disclosure Document means any pre-
liminary or final official statement or other
disclosure document prepared for use by
the Underwriters in connection with the
initial public offering of COPs.

Financial Facility means, as the con-
text may require, any Credit Facility or
Liquidity Facility or any combined Credit
and Liquidity Facility.

Finance Director means the Finance
Director of the City of Detroit.

Hedge means any interest rate swap or
other means of hedging interest rate
volatility permitted under the City of
Detroit Swap Management Plan,

Liquidity Facility means any letter of
cred, line of credit, purchase agreement,
or other financial arrangement intended to
provide funds for the purchase of any
COP in the event of a failure of the remar-
keting thereof.

Mayor means the Chiet Executive
Ofticer of the City of Detroit pursuant to
Section 5-101 of the 1997 Detroit City
Charter.

Ordinance when used as ‘“this
Ordinance” means this ordinance with the
number in the caption hereof as originally
adopted by the City and thereafter as it
may be amended by ordinance of the
City, provided that, the term ‘“this
Ordinance” does not include any amend-
ment of this Ordinance as originally
adopted alfecting either Service Contract
2005 unless such amendment expressly
so provides and then only if such amend-
ment does not materially impair any oblig-
ations to any holders of any Certificates
issued in respect of elther Service
Contract 2005 or the Trustee of the
Funding Trust under which such
Certificates were issued,

Person means any natural person,
firm, assoclation, corporation, trust, part-
nership, joint venture, joint-stock com-
pany, municipal corporation, public body
or other entity, however organized.

Provider means a Person obligated
under a Financial Facility to make pay-
ments in respect of COPs or Authorized
Hedges.

Provider Scheduled Payments means
Scheduled Payments representing unpaid
disbursements owing to a Provider in
respect of a Financial Facility, and may
include Service Charges to the extent
required by the Provider.

Representative means the Person
selected by the Financial Director as the
representative of the Underwriters.

Service Contract 2005 means either
the GRS Service Contract 2005 or the
PFRS Service Contract 2005, as the con-
text may require. The designation “2005"
is descriptive and not prescriptive and
means the calendar year in which the City
enters into the first Service Contract for
the respective Retirement System.

Trustee means the Person acting as
trustee of a Funding Trust.

Underwriting Agreement means the
agreement between the Corporation, the
City and the Underwriters for the pur-
chase of the Certificates of Participation.

Underwriters means the Representa-
tive and other Persons identitied in the
Underwriting Agreement as *Under-
writers.”

Zero Coupon COPs means COPs that
do not provide for periodic payments in
respect of “interest” Zero Coupon COPs
are either Capital Appreciation COPs or
Deep Discount COPs.

Sec. 18-5-122. Other Definitions.

The following terms are defined else-

where in this Ordinance:

Term Defined In
ACt34 ... Sec. 18-5-138
Authorized Hedge............. Sec. 18-5-137

Additional Service
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Payment..........cccceeeeens Sec. 18-5-134
City Information ...Sec. 18-5-142
Funding Costs .. ...Sec. 18-5-132

Funding Rate....c..c.cooeeueees Sec. 18-5-132
Funding Rate
Methodology.......c..cocees Sec. 18-5-133
GRS Service Contract
2005.....ccnmeeirrcaneencnane Sec. 18-5-130

Hedge Counterparty......... Sec. 18-5-135
Hedge Periodic

Payable........ccocveeivennns Sec. 18-5-132
Hedge Periodic

Recelpt .....ccveevinvncnnes Sec. 18-5-135
Hedge Termination

Payable......cccoververvennne Sec. 18-5-132
Hedge Termination

Receipt.....c.corvececcnnns Sec. 18-5-135
Maximum Funding

Rate.....covvnmveininininns Sec. 18-5-133
PFRS Service

Contract 2005............... Sec. 18-5-130
Provider Prepayments......Sec. 18-5-133
Provider Rate . 18-5-133
Rule....cceriverrerennens . 18-5-142
Scheduled Payments . 18-5-132
Service Charges..... . 18-5-132
Service Contract

General Terms.............. Sec. 18-5-131
Service Payments............. Sec. 18-5-132
Sinking Fund

Instaliments ............c..... Sec. 18-5-133
Subject UAAL ................... Sec. 18-5-132
Swap Management

Plan ....vmecnniininnne Sec. 18-5-138

Underwriters' Discount .....Sec. 18-5-141

Sec. 18-5-123. Approvals and Determi-
nations.

Any approval or determination autho-
rized to be given or made by any individ-
ual pursuant to this Ordinance shall be
conclusively evidenced if an instrument or
document executed by such individual
provides for the subject matter of such
determination, and it shall not be neces-
sary that such determination or the basis
therefor be specifically recited in such
instrument or document.

Sec. 18-5-124. General Interpretation.
(a) Words of-the masculine gender

include correlative word of the feminine

and neuter gender.

(b) Unless the context clearly other-
wise requires, words importing the singu-
lar include the plural and vice versa.

{c) Reterences to Sections and by
number refer to the corresponding
Sections of this Ordinance unless other-
wise stated. )

(d) The terms hereby, hereto, herein,
hereunder and any similar terms refer to
this Ordinance as a whole and not to any
particular provision hereof.

(e) The term oris not exclusive unless
the context otherwise requires.

{f) The enumeration of things after the
term including is to be interpreted as illus-
trative and not restrictive.

{(g) References to sections of a Public
Act, or to a Public Act as a whole, also
include any amendments thereto unless
otherwise indicated and analogous sec-
tions or Public Acts enacted as substi-
tutes therefor.

Sec. 18-5-125. Nonprofit Corporation;
Authorization to Incorporate; Pur-
pose. )

(A) The Mayor, or the Finance Director
acting at the direction of the Mayor, is
hereby authorized to incorporate or pro-
vide for the incorporation of two nonprofit

corporations, respectively to be known as

the “Detroit General Retirement

System Service Corporation” and the

“Detroit Police and Fire Retirement

System Service Corporation,” under the

Michigan Nonprofit Corporation Act.

(B) Each Corporation shall be incorpo-
rated solely for the charitable purpose of
assisting the City in maintaining the actu-
arial integrity of the Retirement System by
providing for funding of the respective
Retirement System UAAL.

Sec. 18-5-126. Nonprofit Corporation;

Articles of Incorporation.

(a) The original articles of incorpora-
tion for each Corporation as filed by the
incorporator shall contain provisions to
the effect set forth in this Section.

(1) The Corporation is an instrumental-
ity and enterprise of the Gity, constituting
an integral part of the City in assisting it in
meeting its obligations with respect to the
Retirement System; provided, however,
the Corporation shall be a legal entity
separate and distinct from the City, and
the City shall not be responsible for any
debts or other obligations of the
Corporation.

(2) The Corporation shall be subject to
all local, state and federal laws that apply
to the City as provided in The Home Rule
City Act, and shall be a “public body” for
purposes of the Michigan Campaign
Finance Act, 1976 PA 388, as amended,
as further provided in The Home Rule

City Act. . .
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(3) No part of the net earnings of the
Corporation shall inure to the benelit of
any director or individual.

(4) The Corporation shall be organized
in a directorship basis.

(5) The Corporation shall have five (5)
directors to be appointed as follows:

(i) Two directors shall be members of
the Detroit City Council (the “Council™}, as
selected by the Council from time to time,
who shall serve as directors at the plea-
sure of the Council.

(i) The following three City officers
shall serve as directors of the
Corporation: Finance Director, Budget
Director, and Corporation Counsel, or
persons serving in such positions in an
interim or acting capacity.

(6) The Finance Director shall serve as
president of the Corporation,

(7) Each director shall serve ex officio
and, upon leaving the position by virtue of
which such person is a director or, in the
case of Council members, resigning as
director or being removed or replaced as
a director by Council, shall submit a writ-
ten resignation or shall be deemed to
have been removed. Upon such resigna-
tion or removal, such director shall not
longer serve as a director of the
Corporation; provided, however, that such
director may continue as a director until a
successor is selected as provided herein,
i specifically authorized in writing to
remain as a director by the party entitled
to fill such director's position notwith-
standing such resignation or removal.

(8) Upon dissolution of the Corpora-
tion, all assets of the Corporation remain-
ing after the payment of its obligations
and liabilities shall be distributed to and
shall become the property of the City.

(9) No amendment of any provision
required by this Ordinance to be con-
tained in the articles of incorporation shall
become effective unless approved by
ordinance or resolution of the City.

(b) The original articles of incorpora-
tion as filed by the incorporator may
otherwise contain such provisions as the
incorporator deems necessary or desir-
able.

Sec. 18-5-127. Nonprofit Corporation;
Dissolution by Finance Director.
When a Corporation has existed for fif-

teen (15) years, the Finance Director shall

take appropriate action to dissolve the

Corporation when it has no obligations

outstanding and no COPS are outstand-

ing if dissolution is then permitted under
the Nonprofit Corporation Act.

Sec. 18-5-128. Nonprofit Corporation;
Corporate Actions  Requiring
Approval by Ordinance.

(a) Additional Provisions Required
in the Articles of Incorporation.

In additon to the other provisions
required by this Ordinance to appear in
the original articles of incorporation of
each Corporation, the original articles of
incorporation as filed by the incorporator
shall contain provisions to the effect set
forth in this Section.

(b) Corporate Existence; Disposi-
tion of Assets.

None of the following actions by the
Corporation shall be effective unless
approved by ordinance or resolution of
the City:

(1) Any dissolution of the Corporation
other than as provided in its articles of
incorporation.

(2) The liquidation of the Corporation.

(3) The merger or consolidation of the
Corporation with or into any other entity,
unless:

(i) the resulting or surviving entity (if
other than the Corporation) is organized
as an instrumentality and enterprise of
the City under the Nonprofit Corporation
Acl; expressly assumes all outstanding
obligations of the Corporation; and is sub-
ject to limitations to the same effect as the
Corporation is subject under this
Ordinance; and

(i) Immediately after giving effect to
the transaction, no default or event of
defauit has occurred and is continuing
under any agreement of the Corporation
or to which its property is subject.

(4) The Corporation shall not sell all, or
substantially all, of its assets in a single
transaction or series of transactions; pro-
vided that, this limitation shall not apply to
sales, transfers or grants of security inter-
ests in assets to obtain funding for any
Retirernent System UAAL.

(c) Bankruptcy.

(1) The Corporation shall not:

(i) Commence any case, proceeding or
other action or file a petition under any
existing or future bankruptcy, insoivency
or similar law seeking (a) to adjudicate the
Corporation a bankrupt or insolvent, (b) to
have an order for relief entered with
respect to the Corporation, or (c) reorga-

nization, arrangement, adjustment, wina-
up, liquidation, dissolution, composition or
other relief with respect to the Corporation
or its obligations.

(i) Consent to the institution of bank-
ruptcy or insolvency proceedings against
the Corporation;

(i) Seek or consent to the appoint-
ment of a recaiver, custodian, liquidator,
assignee, trustee, sequestrator (or other
similar official) of the Corporation or a
substantig! part of its assets;

(iv) Except as required by law, admit its
inability to pay its obligations as they
become due;

(v) Fait generally to pay its obligations
as the same become due within the
meaning of the United States Bankruptcy
Code, as determined by a bankruptcy
court of competent jurisdiction;

(vi) Make a general assignment for the
benelfit of creditors;

(vil) Authorize, take any action In fur-
therance of, consent to or acquiesce in
any of the foregoing or any similar action
or other proceedings under any United
States or state bankruptcy, Insolvency or
similar law.

(2) It a court of competent jurisdiction
determines that the Corporation may,
notwithstanding the prohibition set forth in
paragraph (1), above, take an action
otherwise prohibited, the Corporation
shall not take any such action without it
being approved by ordinance of the City.
-Sec. 18-5-129. Nonprofit Corporation;

Funding Trusts Established.

(a) No Funding Trust itself shall create
any debl, indebledness or other obligation
of the City, whether "indebtedness” within
the meaning ot The Home Rule City Act
or otherwise under Michigan law.

(b) Each Funding Trust and all
Certificates of Participation issued there-
under shall contain a statement to that
effect set forth in subsection (A) above,
but it shall not be a violation thereof if a
Funding Trust grants participation in the
subject Service Contract or Service
Payments to be made thereunder, or
grants a security interest in any such
Service Contract or such Service
Payments.

Sec. 18-5-130. Nonprofit Corporation;
Service Contracts; Service Contract
2005; General Authorization.

The Finance Director is authorized to
enter into Service Contracts, in the name
of and on behalf of the City, with the
respective Corporation to fund all or a
portion of GRS UAAL (the GRS Service
Contract 2005) and to fund all or a por-
tion of PFRS UAAL (the PFRS Service
Contract 2005).

Sec. 18-5-131. Nonprofit Corporation;
Service Contract 2005.

(a) The General Terms and Conditions
for Retirement System Service Contracts
of the City of Detroit (the Service
Contract General Terms) shall be in sub-
stantially the form submitted with this
Ordinance with such changes as may be
approved by the Finance Director.

{b) Service Contract 2005 shall incor-
porate the Service Contract General
Terms by reference, and the particular
terms of Service Contract 2005 shall be In
substantially the form submitted with this
Ordinance with such changes or additions
as may be approved by the Finance
Director.

Sec. 18-5-132. Nonprofit Corparation;
Service Contract 2005; Changes and
Additions.

The authority of the Finance Director to
make changes or additions to the form of
Service Contract 2005 is subject to the
limitations contained in this Section and
other Sections of this Ordinance.

(1) The UAAL that may be funded pur-
suant to the respective Service Contract

2005 (Subject UAAL) shali not exceed.

() In the case of the GAS Service
Contract 2005, the amount of GRS UAAL
as determined by the Finance Director not
in excess of the Maximum GRS UAAL;
and

(ii) In the case of the PFRS Service
Contract 2005, the amount of PFRS
UAAL as determined by the Finance
Director not in excess of the Maximum
PFRS UAAL,

(2) Each Service Contract 2005 shall
provide for payments to be made by the
City for the services of the respective
Corporation in reducing the present and
future costs of the respective Subject
UAAL. These payments (Contract
Payments) consist of (i) Service
Payments (described in paragraph 3
below) and (i) Additional Service
Payments (described in Sec. 18-5-134).

(3) Service Payments (Service
Payments) consist of the following:

Filed 08/16/13 Entered 08/16/13 18:32:21 Page 4 of 9




{1y amounts to be paid in instaliments
(Scheduled Payments) representing in
the aggregate the amount of the Subject
UAAL and any additional amounts permit-
ted by Sec. 18-5-133(a)(1) subject to the
limitations contained in Sec. 18-5-
133(a)(2) through (5);

(i) amounts payable periodically
(Service Charges) sufficient to pay peri-
odic expenses (Funding Costs), incurred
by the respective Funding Trust in funding
the Subject UAAL and the additional
amounts referred to in clause (i) above
and calculated in the same manner as
interest (a Funding Rate) on the out-
standing Scheduled Payments, subjectto
the limitations contained in Sec. 18-5-
133(b); and

(i} such periodic amounts (Hedge
Periodic Payables) and termination pay-
ments {Hedge Termination Payables) as
may become payable by the Corporation
in accordance with any Authorized
Hedge.

(4) Each Service Contract 2005 shall

- permit the sale of participation interests
under the respective Funding Trust in
such Service Contract 2005 and in the

Service Payments of the City to be made

thersunder in the form of Certificates of

Participation.

Sec. 18-5-133. Nonprofit Corporation;
Service Contract 2005; Limitations
on Service Payments.

(a) Scheduled Payments

(1) In addition to the amount of the
Subject UAAL, the aggregate amount of
Scheduled Payments may Include
amounts, not in excess of seven percent
(7%) of Subject UAAL acceptable to the
Finance Director, in connection with the
Corporation funding its obligations under
the Service Contract through the
jssuance of COPs, Including: Costs of
Issuance, prefunded Service Charges, a
reserve against delinquent Service
Payments, Underwriters' Discount plus
accrations in connection with any Capital
Appreciation COPs so long as the
Accreted Value of Capital Appreciation
COPs does not result in such COPs hav-
ing a yield-to-maturity (computed in
accordance with customary municipal
finance practice) that exceeds the
Maximum Funding Rate.

{2) Scheduled Payments shall be paid
over a period of not more than fifteen (15)
years, as determined by the Finance

Director, provided that, such period may
be extended to not in excess of any exien-
sion authorized by the Board of the partic-
ular Retirement System amortizing
period.

(3) Scheduled Payments may be pre-
paid in accordance with a schedule of
mandatory prepayment instaliments
(Sinking Fund Installments) as deter-
mined by the Finance Director.

(4) Provider Scheduled Payments may
be subject to such mandatory prepay-
ment as may be reguired by the respec-
tive Provider (Provider Prepayments).

(5) Except for Sinking Fund Install-
ments and Provider Prepayments, no
Scheduled Payment shall be subject to
mandatory prepayment or acceleration;
provided that, nothing in this prohibition
shall prohibit the payment of amounts
necessary to purchase COPs with a
mandatory or optional tender option fea-
ture.

(b) Service Charges

(1) No Service Charge shall be based
on a Funding Rate (expressed as an
annual percentage) rale in excess of the
maximum rate permitted by law (the
Maximum Funding Rate).

{2) Funding Rates may be fixed or vari-
able (or any combination of fixed or vari-
able) and il variable may be determined
by Dutch auction, index (such as the
London Interbank Offered Rate or
“LIBOR") or by remarketing or any other
means customarily used to determine
variable rales in municipal finance
{Funding Rate Methodology). .

(3) it is not required that Service
Charges for all installments of Scheduled
Payments under a Service Contract 2005
be computed on the basis of one Funding
Rate or under one Funding Rate
Methodology. Service Charges with
respect to different installments of
Scheduled Payments under a Service
Contract 2005 may be computed under a
different Funding Rate or Funding Rate
Methodology subject in all cases to para-
graph b(1) abave. )

(4) Service Charges may provide for a
rate or rate methodology required by a
Provider (a Provider Rate) to compen-
sate it for any unrepaid disbursements in
respect of its Financial Facility. A Provider
Rate shall not exceed the maximum rate
permitted by law.
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(5) Each Service Contract 2005 may
provide that Funding Costs of the
Corporation shall be the Provider Rate
with respect to Service Payments repre-
senting unrepaid amounts in respect of
the Financial Facility and that the relevant
Service Charges shall be adjusted
accordingly.

Sec. 18-5-134. Nonprofit Corporation;
Service Contract 2005; Additional
Service Payments.

‘Each Service Contract 2005 may pro-
vide for the following in addition to the
Service Payments (Additional Service
Payments):

(1) Periodic amounts equal to custom-
ary trustee fees and expenses to com-
pensate each Trustee of a Funding Trust;

(2) Periodic amounts equal to custom-
ary fees of remarketing agents, auction
agents and broker-dealers if the Finance
Director determines that it is in the best
interest of the City that some or all of the
COPs are of the variable rate type.

(3) Periodic amounts equal to custom-
ary fees and expenses of a Provider or
Providers it the Finance Director deter-
mines that it is in the best interest of the
City that some or all of the COPs have the
benefit of a Financial Facility provided by
any such Provider;

(4) Periodic amounts for the general
admunistration of the Corporation.

Sec, 18-5-135. Nonprotit Corporation;
Service Contract 2005; Hedge
Provisions.

(a) No Service Contract shall provide
for Service Payments based on payments
in respect of a Hedge other than an
Authorized Hedge.

(b) A Service Contract 2005 shall con-
tain provisions to the following effect if
such Service Contract 2005 provides for
Service Payments in fespect of an
Authorized Hedge:

(1) Any amount due the respective
Corporation as a periodic payment of
Service Charges shall be offset by any
amount (a Hedge Periodic Receipt)
received by the Trustee on behalf of such
Corporation as a correlative periodic pay-
ment from the counterparty to the Hedge
(the Hedge Counterparty) to the extent
the City is otherwise current in making
Service Payments.

(2) Payments of Hedge Periodic Pay-
ables and Hedge Termination Payables
shall be made by the City to the Trustee
on behalf of the respective Corporation in
the amounts and on the due dates there-
of.

(3) Any amount received by the
Trustee on behaif of the Corporation as a
Termination Payment from the Hedge
Counterparty (a Hedge Termination
Recelpt) shall be paid to the City to the
extent the City is current in making
Service Payments.

Sec. 18-5-136. Nonprofit Corporation;
Service Contract 2005; Financial
Facilities.
if the Finance Director determines that

one or more Financial Facilities will result

in more favorable terms to the City, the

Finance Director is authorized to sign a

Service Contract on behalf of the City

containing provisions with respect to any

such Financial Facility.

Sec. 18-5-137. Nonprofit Corporation;
Service Contract 2005; Hedges;
Express Approval.

Such instruments as are acceptable to
the Finance Director as being in accor-
dance with Sec. 18-5-139 shall constitute
a Hedge (an Authorized Hedge) for
which the City may make Service
Payments under a Service Contract 2005.
One or more Authorized Hedges are per-
mitted for each Service Contract 2005
with Hedge Counterparties selected by
the Finance Director.

Sec. 18-5-138. Nonprofit Corporation;
Service Contract 2005; Hedges,
References to Act 34 and Swap
Management Plan.

(a) The City Council recognizes that
neither the Hevised Municipal Finance
Act, being 2001 PA 34, as amended (Act
34), nor the City of Detroit, Michigan,
Swap Management Plan as adopted on
November 26, 2002, as the same may be
thereafter amended (the Swap Manage-
ment Plan), is applicable 1o the
Corporation; however, since a Service
Contract 2005 will obligate the City to
make payments correlative 10 paymenis
made by the Corporation under an
Authorized Hedge, the City has deter-
mined to generally apply criteria of Act 34
and the Swap Management Plan as a
prudential matter as they relate to
Authorized Hedges.

(b) The use of Act 34 and the Swap
Management Plan as prudential criteria
shall not make or be interpreted to make
Act 34 or the Swap Management Plan

applicable to the Corporation or its trans-

actions as a matter of law.

Sec. 18-5-139. Nonprofit Corporation;
Service Contract 2005; Hedges;
Requirements.

(a) Counterparty. The counterparty
shall meet the applicable requirements of
Act 34.

(b) Term. The term of the Hedge shall
not extend beyond the due date of the last
Scheduied Payment instaliment.

(c) Notional Amount. The notional
amount shall not exceed the aggregate
amount of the Scheduled Payments.

(d) Corporation Rate. The rate payable
by the Corporation shall not exceed the
Maximum Funding Rate.

{e) Counterparly Rate. The rate
payable by the counterparty shall not
unduly expose the Corporation to materi-
al basis risk in the opinion of the Finance
Director.

() Termination. The termination events
shall be customary for interest rate swaps
of the nature of the Hedge and shall com-
ply with the Swap Management Plan.

{g) Compliance. The Hedge shall con-
form to the requirements of Act 34 and
comply with the Swap Management Plan
in all material respects.

Sec. 18-5-140. Nonprofit Corporation;
Service Contract 2005; Hedges; Risk
Acknowledgment.

(a) Hedges have inherent risks.
Inherent risks that are generally recog-
nized and reasonably foreseen are set
forth in the Swap Management Plan as
previously approved by the City Council.
Any evaluation of risks necessarily
involves expeclations and assumptions
about future events, which by their nature
are uncertain and may not occur as antic-
ipated. Furthermore, unforeseen events
may occur which may have material
adverse effects on present expectations
and assumptions, Hence, there can be no
assurance that all risks, regardless of
remoteness or other unforeseeability,
have been evaluated.

(b) Subject to the limitations in any risk
evaluation, the City Council expressly
acknowledges the risks associated with
each Authorized Hedge.

{c) The City Council understands that
in order to prudently manage Service
Charges and reduce Funding Cost volatil-
ity, a Service Contract 2005 may obligate
the City to make Service Payments in
respect of Hedge Periodic Payables and
Hedge Termination Payables even
though, due to events beyond the control
of the City or the Corporation, the Subject
UAAL i35 not funded.

Sec. 18-5-141. Nonprofit Corporation;
Service Contract 2005; Public
Offering of Certificates of Particlpa-
tion; Underwriting Agreement.

(a) Since the public offering of the
COPs is for the benelit of the City, the
Finance Director shall make the City a
party to the Underwriting Agreement by
executing it in the name and on behalf of
the City.

(b) The City shall not be a party to the
Underwriting Agreement i it provides for
compensation to underwriters in excess
ol ane percent (1%) of the aggregate
amount of Scheduled Payments
(Underwriters’ Discount) or it the origi-
na_l' issue discount in connection with the
initial public offering of any COP is greater
than ten percent (10%) exceptin the case
of Deep Discount COPs.

{c) The original issue discount for any
Deep Discount COPs shall not result in
such Deep Discount COPs having a yleld-
to-maturity (computed in accordance with
customary municipal finance practice)
that exceeds the Maximum Funding Rate.

{d) An Underwriting Agreement may
provide for liquidated damages payable
by the City in the event the closing condi-
tions required to be salisfied by either the
City or the Corporation are not satisfied. If
a good faith check in the amount of the
liquidated damages payable by the
Underwriters is required 1o be provided by
the Representative, then such good faith
gli:zck shall be payable to the order of the

Y.

Sec. 18-5-142. Disclosure Information.
(a) The Finance Director is authorized

to prepare or cause the preparation of

information relating to the City (the City

Information) for inclusion in the

Disclosure Document; to deem the City

Information “final” for purposes of Rule

15¢2-12 promulgated by the Securities

and Exchange Commission under the

Securities and Exchange Act of 1934, as

amended (the Rule); and to sign the City

Information in the name of and on behalf

of the City.

(b) The Finance Director may autho-
rize the distribution of the City Information
by the Underwriters in connection with the

18P eSS0



Sec. 18-5-143. Continuing Disclosure.
The Finance Director may enter into a
Continuing Disclosure Agreement in the
name of and on behalf of the City with
respect to the City Information in custoem-
ary form in order to permit the Under-
writers and other Persons subject to the
Rule to comply ‘therewith in connection
with the purchase and sale of COPs,
Sec. 18-5-144. Actions on Behalf of
the City.

In addition to the authority herein
expressly granted to the Finance Director,
the Finance Director is hereby authorized !
and directed to do all things and take all
actions necessary or desirable to con-
summate the other transactions contem-
plated by this Ordinance.

Section 2. If any word, clause, sen-
tence, paragraph, provision, or section of
this ordinance is invalidated by any Court
of competent jurisdiction, the remaining
words, clauses, provisions, paragraphs,
and sections shall not be affected and
shall continue In {ull force and effect.

Section 3. All ordinances, or parts of
ordinances, in conflict with this ordinance
are repealed.

Sectlon 4. This ordinance is declared
necessary to preserve the public peace,
health, safety, and welfare of the People of
the City of Detroit.

Section 5. In the event that this ordi-
nance is approved by a two-thirds (2/3)
majority of City Council Members serving,
this ordinance shall be given immediate
effect and shall become effective upon
publication in accordance with Section 4-
116 of the 1997 Detroit City Charter.

'‘See Sec. 18-5-122 for other terms
defined elsewhere in this Ordinance.

J.cCp )
Passed: February 4, 2005
Approved: February 8, 2005
Published: February 14, 2005
Effective: February 14, 2005
JACKIE L. CURRIE
City Clerk
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AFFIDAVIT OF PUBLICATION

IN THE MATTER OF

STATE OF MICHIGAN
County of Wayne

Pushpa Jayaprakash being duly sworn, deposes and
says the annexed printed copy of a notice was taken from:
The Detroit Legal News

a newspaper printed and circulated in said State and County on:

February 07

A.D. 2005 that (s)he is the agent of the printers of said
new&er and knows well the facts stated herein.

Wolpa - e “fapreboh

Pushpa Jayaprakash
Subscribed and sworn to before me this
th 7\ |. day of February A.D. 2005

CC Wdind Y oS

\

Christina Jacobs
Notary Public, Oakland "Ml

My Commission Expires February 24, 2007
Acting in Wayne County, Mi

13-53846-swr Doc 360-4 Filed 08/16/13

Entered 08/16/13 18:32:21
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