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AMENDED DISCLOSURE STATEMENT, DATED MARCH 31, 2014
SOLICITATION OF VOTES WITH RESPECT TO
AMENDED PLAN FOR THE ADJUSTMENT OF DEBTS OF THE CITY OF DETROIT, MICHIGAN

Preamble

The City of Detroit (""Detroit" or the "City'") believes that the Plan for the Adjustment of Debts of the City
of Detroit (the "Plan") attached as Exhibit A to this Disclosure Statement (this "Disclosure Statement") is in the
best interests of creditors. All creditors entitled to vote thereon are urged to vote in favor of the Plan. A summary
of the voting instructions is set forth beginning on page 1 of this Disclosure Statement. Additional instructions are
contained on the ballots distributed to the creditors entitled to vote on the Plan. To be counted, your ballot must be
duly completed, executed and received by the City at or before 5:00 p.m., Eastern Time, on June 30, 2014
(the "Voting Deadline"), unless the Voting Deadline is extended.

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

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

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

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

RETIREES ARE FURTHER ENCOURAGED TO READ AND CAREFULLY CONSIDER THE
"NOTICE REGARDING PROPOSED NEW PENSION AND POST-EMPLOYMENT HEALTHCARE
BENEFITS" ENCLOSED WITH THIS DISCLOSURE STATEMENT PRIOR TO SUBMITTING BALLOTS IN
RESPONSE TO THIS SOLICITATION.

The summaries of the Plan and other documents contained in this Disclosure Statement are qualified by reference
to the Plan itself, the exhibits and supplemental documents thereto (collectively, the "Plan Supplement Documents") and
documents described therein as Filed prior to approval of this Disclosure Statement. In the event that any inconsistency or
conflict exists between this Disclosure Statement and the Plan, the terms of the Plan will control. Except as otherwise
indicated, the City will File all Plan Supplement Documents with the United States Bankruptcy Court for the Eastern
District of Michigan (the "Bankruptcy Court") and make them available for review on the Document Website
(www.kccllc.net/detroit) prior to the Confirmation Hearing. A Plan Supplement or Plan Supplements containing Exhibits
[.A.148.a, .A.202.a, 1.A.210 and II.D.6 to the Plan will be Filed no later than five Business Days prior to the Voting
Deadline. All other Plan Supplements will be Filed no later than ten days before the Confirmation Hearing.
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This Disclosure Statement contains, among other things, descriptions and summaries of provisions of the Plan.
The City reserves the right to modify the Plan consistent with section 942 of title 11 of the United States Code
(the "Bankruptcy Code"), Rule 3019 of the Federal Rules of Bankruptcy Procedure (the "Bankruptcy Rules") and other
applicable law.

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

FORWARD-LOOKING STATEMENTS

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

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

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

This Disclosure Statement contains information regarding the City's prepetition operating and financial history,
significant events leading up to the commencement of the City's chapter 9 case, significant events that have occurred during
the City's chapter 9 case and the restructuring transactions that will take place if the Plan is confirmed and becomes
effective. This Disclosure Statement also describes the terms and conditions of the Plan, including certain effects of
Confirmation of the Plan, certain risk factors (including those associated with securities to be issued under the Plan) and the
manner in which Distributions will be made under the Plan. In addition, this Disclosure Statement describes the Plan
Confirmation process and the voting procedures that Holders of Claims entitled to vote on the Plan must follow for their
votes to be counted. If you are an active or terminated employee, or a retiree of the City, a supplement summarizing
important information relevant to your entitlement to pension and retiree health benefits has been enclosed with the Plan
and Disclosure Statement. Additional copies of all of these documents are available at no charge via the internet at
http://www.kecllc.net/detroit (the "Document Website") or by written request to: City of Detroit ¢/o Kurtzman Carson
Consultants LLC, 2335 Alaska Avenue, El Segundo, California 90245.

On | 1, 2014, the Bankruptcy Court entered an order approving this Disclosure Statement as containing
"adequate information," i.e., information of a kind and in sufficient detail to enable a hypothetical reasonable investor
typical of the Holders of Claims to make an informed judgment about the Plan. THE BANKRUPTCY COURT'S
APPROVAL OF THIS DISCLOSURE STATEMENT CONSTITUTES NEITHER A GUARANTY OF THE
ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED HEREIN NOR AN ENDORSEMENT OF
THE MERITS OF THE PLAN BY THE BANKRUPTCY COURT.

A. Voting Procedures

On March 11, 2014, the Bankruptcy Court entered the Order (I) Establishing Procedures for Solicitation and
Tabulation of Votes to Accept or Reject Plan of Adjustment and (II) Approving Notice Procedures Related to Confirmation
of the Plan of Adjustment (Docket No. 2984) (including all exhibits attached thereto, the "Solicitation Procedures Order")
establishing certain procedures for the solicitation of votes to accept or reject the Plan.

The City intends to file a motion with the Bankruptcy Court (the "Supplemental Solicitation Procedures Motion")
seeking approval of certain special procedures for the solicitation and tabulation of votes to accept or reject the Plan cast by
Holders of Pension Claims and OPEB Claims in Classes 10, 11 and 12 under the Plan. Among other things, in addition to
the package of materials described below (the "Solicitation Materials"), the City intends to provide the Holders of Pension
Claims and OPEB Claims with a notice giving a clear, concise summary of (1) the process for obtaining approval of the
Plan; (2) the likely effect of the Plan on retiree pension and other post-employment benefits; and (3) instructions on how to
vote on the Plan (the "Benefit Supplement").

1. Parties Entitled to Vote on the Plan

In general, a holder of a claim may vote to accept or reject a plan if: (a) the claim is "allowed," which means
generally that it is not disputed, contingent or unliquidated, and (b) the claim is impaired by a plan. Under the provisions of
the Bankruptcy Code, however, not all creditors are entitled to vote on a chapter 9 plan. Creditors whose Claims are not
impaired by a plan are deemed to accept the plan under section 1126(f) of the Bankruptcy Code and are not entitled to vote.
In addition, creditors whose Claims are impaired by a plan and who will receive no distribution under such plan also are not
entitled to vote because they are deemed to have rejected the plan under section 1126(g) of the Bankruptcy Code. For a
discussion of these and other legal standards governing the plan confirmation process, see Section V, "Confirmation of the
Plan."

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

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

. Holders of Claims in Class 16 (Subordinated Claims) will be impaired under the Plan. Because the City
does not anticipate that such Holders will receive any Distributions pursuant to the Plan, and consistent
with the language of section 1126(g) of the Bankruptcy Code, each Holder of a Claim in this Class will
be deemed to have rejected the Plan and will not have the right to vote with respect to the Plan.

. The City is seeking votes from the Holders of Allowed Claims in Class 1A (DWSD Class A Water
Claims), Class 1B (DWSD Class B Water Claims), Class 1C (DWSD Class A Sewer Claims), Class 1D
(DWSD Class B Sewer Claims), Class 1E (DWSD Revolving Sewer Bonds Claims), Class 1F (DWSD
Revolving Water Bonds Claims), Class 5 (COP Swap Claims), Class 7 (Limited Tax General Obligation
Bond Claims), Class 8 (Unlimited Tax General Obligation Bond Claims), Class 9 (COP Claims),
Class 10 (PFRS Pension Claims), Class 11 (GRS Pension Claims), Class 12 (OPEB Claims), Class 13
(Downtown Development Authority Claims), Class 14 (Other Unsecured Claims) and Class 15
(Convenience Claims) because those Claims are impaired under the Plan, and the Holders of Allowed
Claims in such Classes are receiving a distribution under the Plan on account of such Allowed Claims.
The Holders of such Claims will have the right to vote to accept or reject the Plan.

. IF YOU ARE RETIRED OR SEPARATED FROM THE CITY OF DETROIT AND ARE
RECEIVING OR ENTITLED TO RECEIVE A PENSION, OR ARE AN ACTIVE EMPLOYEE
ENTITLED TO A PENSION UPON YOUR RETIREMENT, OR ARE RECEIVING RETIREE
HEALTH BENEFITS FROM THE CITY, YOU ARE A HOLDER OF A CLAIM IN CLASS 10,
CLASS 11 AND/OR CLASS 12 AND YOU ARE ENTITLED TO VOTE ON THIS PLAN OF
ADJUSTMENT. FOR FURTHER INFORMATION, PLEASE SEE THE "NOTICE
REGARDING PROPOSED NEW PENSION AND POST-EMPLOYMENT HEALTHCARE
BENEFITS" ENCLOSED WITH THIS DISCLOSURE STATEMENT.

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

Under section 1124 of the Bankruptcy Code, a class of claims is deemed to be "impaired" under a plan unless
(a) the plan leaves unaltered the legal, equitable and contractual rights to which such claim entitles the holder thereof; or
(b) notwithstanding any legal right to an accelerated payment of such claim, the plan (i) cures all existing defaults (other
than defaults resulting from the occurrence of events of bankruptcy), (ii) reinstates the maturity of such claim as it existed
before the default, (iii) compensates the holder of such claim for any damages resulting from such holder's reasonable
reliance on such legal right to an accelerated payment, and (iv) does not otherwise alter the legal, equitable or contractual
rights to which such claim entitles the holder of such claim.

Except as otherwise provided in the Plan and/or any applicable orders of the Bankruptcy Court, the Holder of a
Claim that is "impaired" under the Plan is entitled to vote to accept or reject the Plan if (a) the Plan provides a distribution
in respect of such Claim, (b) the Claim has been scheduled by the City (and is not scheduled as disputed, contingent, or
unliquidated), (c) the Holder of such Claim has timely filed a proof of Claim or (d) a proof of Claim was deemed timely
filed by an order of the Bankruptcy Court prior to the Voting Deadline.

2. Voting Record Dates
The record date for purposes of determining which creditors are entitled to vote on the Plan (the "Voting Record

Date") is April 14, 2014. The City intends to request that a separate voting record date be established for Pension Claims
and OPEB Claims.
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3. Vote Required for Acceptance by a Class

A Class of Claims shall have accepted the Plan if it is accepted by at least two-thirds in amount and more than
one-half in number of the Allowed Claims in such Class that have voted on the Plan in accordance with the Disclosure
Statement Order.

4. Solicitation Package

(a) Contents of the Solicitation Package

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

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

e A computer disk (the "Disk") which includes the Plan, the Disclosure Statement and all exhibits thereto that
have been filed in this case prior to the date of the mailing of the Solicitation Package;

e For Holders of Claims in voting Classes, an appropriate form of Ballot, instructions on how to complete the
Ballot and a Ballot return envelope;

e A copy of the rules pursuant to which Ballots will be tabulated (for Classes 10, 11 and 12, the "Pension and
OPEB Tabulation Rules"; for all other Classes, the "Primary Tabulation Rules");

e A notice summarizing the dispute resolution procedures to be employed with respect to voting;

e A cover letter (i) describing the contents of the Solicitation Package, (ii) describing the contents of the Disk
and instructions for using the Disk and (iii) providing information about how to obtain, at no charge, hard
copies of any materials provided on the Disk; and

e Ifapplicable, the Benefit Supplement.

In addition to the procedures outlined above: (i) the Plan, the Disclosure Statement and, once they are filed, all
exhibits to both documents will be made available at no charge at the Document Website at Attp://www.kccllc.net/detroit,
and (ii) the City will provide parties in interest (at no charge) with paper copies of the Plan and/or Disclosure Statement
upon written request.

(b) Who Will Receive a Solicitation Package

In accordance with the Solicitation Procedures Order, the City, through Kurtzman Carson Consultants LLC
(the "Balloting Agent"), will send a Solicitation Package, no later than April 28, 2014, to the following parties:

e Any party (or such party's transferee, if such transferee is entitled to vote on the Plan) that is entitled
to vote on the Plan and that has filed a timely proof of claim (or that is excused from filing a proof of
claim under the Bar Date Order), if such Claim has not been disallowed, waived or withdrawn prior
to the date of the mailing of the Solicitation Packages;

e  Any party that is entitled to vote on the Plan and that the City listed as holding a Claim in the List of
Claims (see Section VIL.B of this Disclosure Statement), attached as Exhibit A to the Notice of Filing
of Second Amended List of Creditors and Claims, Pursuant to Sections 924 and 925 of the
Bankruptcy Code (Docket No. 1059), if such Claim (i) is not listed as a contingent, unliquidated or
disputed Claim, and (ii) has not been disallowed, waived or withdrawn prior to the date of the
mailing of the Solicitation Packages;

e All Nominees of Beneficial Holders of Impaired Claims in Classes 1A, 1B, 1C, 1D, 7, 8 or 9 under
the Plan;
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e All insurers of securities giving rise to Impaired Claims in Classes 1A, 1B, 1C, 1D, 1E, 7, 8 or 9
under the Plan (collectively, the "Insurers");

e Any known participant in the GRS or the PFRS (as such terms are defined in Section VIL.B.5.a of
this Disclosure Statement) (the Claim of any such claimant, a "Pension Claim"), and all related
known Holders of Claims for retiree health care benefits, also known as other post-employment
benefits ("OPEB" benefits) (the Claim of any such claimant, an "OPEB Claim"), regardless of
whether such person is identified on the List of Claims or has filed a proof of claim;

e All known counterparties to unexpired leases and executory contracts as of the Petition Date; and
e  The United States Trustee for the Eastern District of Michigan (the "U.S. Trustee").

S. How to Vote

If you are entitled to vote to accept or reject the Plan, a Ballot is enclosed for the purpose of voting on the Plan.

All votes to accept or reject the Plan with respect to any Class of Claims must be cast by properly submitting the
duly completed and executed form of Ballot designated for such Class. Holders of Impaired Claims voting on the Plan
should complete and sign the Ballot in accordance with the instructions thereon, being sure to check the appropriate box
entitled "Accept the Plan" or "Reject the Plan." After carefully reviewing: (a) the Plan; (b) this Disclosure Statement; and
(c) all other documents and instructions included in the Solicitation Package, please indicate your acceptance or rejection of
the Plan by voting in favor of or against the Plan. For your vote to be counted, you must complete and sign your original
Ballot (copies will not be accepted) and return it so that it is actually received at either of the addresses set forth below by
the Voting Deadline.

In accordance with Bankruptcy Rule 3018(c), the Ballots are based on Official Form No. 14, but have been
modified to meet the particular needs of this chapter 9 case. PLEASE CAREFULLY FOLLOW THE DIRECTIONS
CONTAINED ON EACH ENCLOSED BALLOT.

Each Ballot has been coded to reflect the Class of Claims it represents. Accordingly, in voting to accept or reject
the Plan, you must use only the coded Ballot or Ballots sent to you with this Disclosure Statement. To be counted, all
Ballots must be properly completed in accordance with the voting instructions on the Ballot and received no later than the
Voting Deadline (i.e., June 30, 2014, 2014 at 5:00 p.m. (Eastern Time)) via regular mail, overnight courier or personal
delivery at the "Detroit Ballot Processing Center" address set forth on your Ballot. Ballots may not be submitted by
facsimile or electronic mail, and any Ballots submitted by facsimile or electronic mail will not be accepted or counted.
Ballots sent to any other address will not be counted.

EXCEPT AS OTHERWISE PROVIDED IN THE SOLICITATION PROCEDURES ORDER, ANY BALLOT
RECEIVED WHICH DOES NOT INDICATE EITHER AN ACCEPTANCE OR REJECTION OF THE PLAN OR
WHICH INDICATES BOTH ACCEPTANCE AND REJECTION OF THE PLAN WILL NOT BE COUNTED FOR
PURPOSES OF DETERMINING ACCEPTANCE OR REJECTION OF THE PLAN.

ANY BALLOT RECEIVED WHICH IS NOT SIGNED OR WHICH CONTAINS INSUFFICIENT
INFORMATION TO PERMIT THE IDENTIFICATION OF THE CLAIMANT WILL BE AN INVALID BALLOT AND
WILL NOT BE COUNTED FOR PURPOSES OF DETERMINING ACCEPTANCE OR REJECTION OF THE PLAN.

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

Before voting on the Plan, each creditor should read this Disclosure Statement, the Plan, the Disclosure Statement
Order, the Confirmation Hearing Notice and the other documents and instructions accompanying the Ballots. These
documents contain important information concerning how Claims are classified for voting purposes and how votes will be
tabulated.
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A vote on the Plan may be disregarded if the Bankruptcy Court determines, pursuant to section 1126(e) of the
Bankruptcy Code, that it was not solicited or procured in good faith or in accordance with the provisions of the Bankruptcy
Code. The Solicitation Procedures Order also sets forth assumptions and procedures for tabulating Ballots that are not
completed fully or correctly.

6. Voting Transferred Claims

With respect to any Claim that is transferred prior to the Voting Record Date, the transferee will be entitled to vote
on the Plan on account of such transferred Claim only if both of the following conditions are satisfied prior to the Voting
Record Date: (a) the transferee files a notice of the transfer pursuant to Bankruptcy Rule 3001(e); and (b) (i) the objection
deadline with respect to such transfer has passed and no party has objected to the transfer, (ii) if there are any objections to
the transfer, such objections have been resolved or (iii) the transferor has signed a sworn statement confirming the validity
of the transfer.

7. Voting Dispute Resolution Procedures
Disputes regarding a party's right to vote on the Plan will be resolved pursuant to the dispute resolution procedures

approved by the Bankruptcy Court and set forth in the Solicitation Procedures Order (the "Voting Dispute Resolution
Procedures") as follows:

e Ifa party is not identified in the Plan or in the Solicitation Procedures Order as having the right to vote on the
Plan, and if that party believes it has a right to vote on the Plan, then, by May 13, 2014, the party
(the "Claiming Party") must electronically file and properly serve via the Bankruptcy Court's electronic case
filing system ("ECF") a "Notice of Asserted Right to Vote a Claim" and a brief in support of the rights
asserted therein, which brief shall identify (a) the Claim(s) (and Classes or subclasses, as applicable) with
respect to which the Claiming Party asserts voting rights, (b) whether the Claiming Party possesses the right to
make an Election (as such term is defined below) with respect to such Claim(s), (c) the legal and factual
support for asserting such voting and/or Election rights and (d) the proper treatment of the Claiming Party's
vote(s) for purposes of section 1126(c) of the Bankruptcy Code.

e The Claiming Party's Notice of Asserted Right to Vote a Claim and supporting brief will be made available on
the Balloting Agent's website.

e Any Holder affected by a Claiming Party's Notice of Asserted Right to Vote a Claim (any such Holder,
an "Affected Holder"), U.S. Bank National Association ("U.S. Bank"), in its capacity as trustee for those
certain bonds issued by the City for the Detroit Water and Sewerage Department (the "Water and Sewer Bond
Trustee"), those certain Holders of Detroit water and sewer revenue bonds represented by Mintz, Levin, Cohn,
Ferris, Glovsky and Popeo, P.C. and Kramer Levin Naftalis & Frankel LLP (the "Ad Hoc Committee of
Water and Sewer Bondholders"), Wilmington Trust, National Association, as Successor Trustee for the
Detroit Retirement Systems Funding Trust 2005 and the Detroit Retirement Systems Funding Trust 2006
(the "COPs Trustee"), or any representative thereof will each be permitted to file and serve on the ECF
noticing list a brief in response to any Notice of Asserted Right to Vote by June 12, 2014.

e Any Claiming Party that files Notice of Asserted Right to Vote a Claim will be permitted to file and serve any
reply brief in support of such notice on the ECF noticing list by June 20, 2014.

e A hearing will be held on June 26, 2014 at which the Court will hear and determine any disputes arising in
connection with a Notice of Asserted Right to Vote a Claim.

e Any determination by the Court as to who has the right to vote, who has the right to make Elections and how
the votes will be treated for purposes of section 1126(c) of the Bankruptcy Code for a particular CUSIP of
securities giving rise to Claims in Classes 1A, 1B, 1C or 1D or for a particular Class or subclass of securities
giving rise to Claims in Classes 1E or 9, as applicable, will be applicable to all Affected Holders and the
Claiming Party with respect to that particular CUSIP of securities, Class or subclass, as applicable.

e Any Claiming Party that does not assert any alleged voting rights pursuant to the Voting Dispute Resolution
Procedures will be barred from asserting such rights at any later date.
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e If neither (a) an Affected Holder nor (b) (i) the Water and Sewer Bond Trustee, (ii) the COPs Trustee or
(iii) the Ad Hoc Committee of Water and Sewer Bondholders (as applicable) contests a Notice of Asserted
Right to Vote a Claim, the Claiming Party will be granted the relief sought in its Notice of Asserted Right to
Vote a Claim.

e If the Voting Deadline is altered, the City, the Insurers, any Claiming Parties, the Water and Sewer Bond
Trustee, the Ad Hoc Committee of Water and Sewer Bondholders and the COPs Trustee may, by mutual
agreement, seek a further order of the Court that correspondingly alters the deadlines established in the Voting
Dispute Resolution Procedures.

B. Convenience Claims

As set forth in the Solicitation Procedures Order, each Holder of a Class 14 Other Unsecured Claim is permitted to
elect to reduce its Claim to $25,000 in the aggregate and obtain treatment of such reduced Claim as a Class 15 Convenience
Claim (the "Convenience Class Election"). The Bankruptcy Court has authorized the City to use the Class 14 Ballots as the
mechanism for Class 14 creditors to make the Convenience Class Election. The Convenience Class Elections made on the
Ballots will be deemed irrevocable and legally binding obligations of the electing creditors upon (1) the execution of the
Ballots and (2) the confirmation of the Plan. A Class 14 Ballot that (1) neither accepts nor declines the Convenience Class
Election, (2) elects both to accept and decline the Convenience Class Election or (3) otherwise attempts to partially accept
and partially decline the Convenience Class Election will be deemed to decline the Convenience Class Election.

C. Special Procedures for Securities Claims

The vast majority of the creditors possessing an economic stake in Claims (any such Claim, a "Securities Claim")
in Classes 1A, 1B, 1C, 1D, 1E, 1F, 7, 8 and 9 under the Plan (each, a "Beneficial Holder") are not known by the City. As is
typical with publicly-traded securities, many of the City's bond and other debt instruments (collectively, the "Debt
Instruments") are held in the name of institutional banks, brokers and other customers (the "Nominees"). The Nominees, in
turn, hold the Debt Instruments in "street name" on behalf of the Beneficial Holders. Accordingly, pursuant to Bankruptcy
Rule 3017(e) and the Solicitation Procedures Order, the City will utilize certain special procedures to ensure that Beneficial
Holders of Impaired Claims in Classes 1A, 1B, 1C, 1D, 1E, 1F, 7, 8 and 9 are able to vote on the Plan.

The City will obtain a listing from the Balloting Agent of all Nominees as of the Voting Record Date. On or
before April 28, 2014, the Balloting Agent will send the Solicitation Packages to the Nominees with instructions to
(1) forward the applicable Solicitation Packages to the Beneficial Holders, (2) collect Ballots from the Beneficial Holders
(the "Beneficial Ballots"), (3) prepare a master ballot (the "Master Ballot") based on the contents of the Beneficial Ballots
and (4) return the Master Ballot to the Balloting Agent by the Voting Deadline. Any Beneficial Holder that holds Debt
Instruments in its own name, as opposed to through a Nominee, will submit a Ballot directly to the Balloting Agent and will
not vote through the Master Ballot process.

Additional procedures applicable to Securities Claims are set forth in the Solicitation Procedures Order and the
Primary Tabulation Rules filed therewith, including but not limited to the following procedures:

e  Each Insurer shall receive a Ballot from the Balloting Agent that is required to be returned directly to the
Balloting Agent by the Voting Deadline.

e  FEach Beneficial Holder and each Insurer of securities giving rise to Impaired Claims in Classes 1A, 1B, 1C,
1D, 1E or IF (or any subclass thereof) will receive separate ballots for each CUSIP or series of securities
giving rise to Impaired Claims in Classes or subclasses in which it holds or insures Impaired Claims.

e  Each of the Beneficial Holders of securities giving rise to Impaired Claims in Classes 1E and 1F shall receive
a Ballot from the Balloting Agent that is required to be returned directly to the Balloting Agent by the Voting
Deadline.

e Each Beneficial Holder or each Insurer of securities giving rise to a Class 9 COP Claim is permitted to elect to
participate in the Plan COP Settlement (as such term is defined in the Plan) (the "COP Settlement Election").
The Bankruptcy Court has authorized the City to use the Class 9 Ballots as the mechanism for each Class 9
Beneficial Holder and Insurer to make the COP Settlement Election.
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e Each Beneficial Holder or each Insurer of securities giving rise to an Impaired Claim in Classes 1A, 1B, 1C or
1D (or any subclass thereof) is permitted to elect the form of payment they are entitled to receive under the
Plan (the "Distribution Elections"). The Bankruptcy Court has authorized the City to use the Ballots for
Classes 1A, 1B, 1C and 1D (and any subclass thereof) for each Beneficial Holder and each Insurer of these
Classes as the mechanism for each such Beneficial Holder and Insurer to make the Distribution Elections.
The Distribution Elections will be made for each individual CUSIP of securities giving rise to Impaired
Claims in such Classes which each Beneficial Holder or each Insurer holds or insures.

e The COP Settlement Elections and Distribution Elections (collectively with the Convenience Class Elections,
the "Elections") made on the Ballots will be deemed irrevocable and legally binding obligations of the
electing creditors, each Beneficial Holder or each Insurer, as applicable, upon the execution of the Ballots and
confirmation of the Plan.

e A CClass 1A, 1B, 1C or 1D Ballot that (1) neither accepts nor declines its respective Election, (2) elects both to
accept and decline the Election or (3) otherwise attempts to partially accept and partially decline the Election
will be deemed to decline the Election.

e A Class 9 Ballot that (1) neither accepts nor declines the COP Settlement Election or (2) elects both to accept
and decline the COP Settlement Election with respect to all Class 9 Claims voted thereon will be deemed to
decline the COP Settlement Election.

D. Special Procedures for Pension Claims and OPEB Claims

Holders of Pension Claims and OPEB Claims will receive the Benefit Supplement in addition to the general
Solicitation Materials. Additionally, in the Supplemental Solicitation Procedures Motion, the City intends to seek
authorization to establish certain special procedures governing the solicitation and tabulation of votes to accept or reject the
Plan cast by Holders of Pension Claims and OPEB Claims, including but not limited to the following procedures:

e Unless otherwise provided in the Pension and OPEB Tabulation Rules, and regardless of any proofs of
claim that actually may have been, or may be, filed with respect to a Pension Claim or OPEB Claim, the
Pension Claim or OPEB Claim will be deemed temporarily allowed for voting purposes in the amount
calculated pursuant to certain claim estimation procedures to be described in the Supplemental
Solicitation Procedures Motion.

e Any Holder of a Pension Claim or OPEB Claim with more than one Claim in a particular Class (e.g., a
surviving spouse who is receiving a survivor's pension from the City, but who also worked for and is
retired from the City and receives his or her own separate City pension) must vote all such Claims in that
Class either to accept the Plan or to reject the Plan. If any such Holder casts a Ballot or Ballots
purporting to split its vote with respect to Claims in the same Class, the Ballot or Ballots would not be
counted.

e Any Holder of a Pension Claim or OPEB Claim with Claims in more than one Class must submit a
separate Ballot for each Class. If such a Holder uses a single Ballot to vote Claims in more than one
Class, that Ballot would not be counted. Thus, a retiree who receives both a pension and retiree health
insurance benefits from the City would be required to submit a separate Ballot for his or her Pension
Claim and OPEB Claim.

The Supplemental Solicitation Procedures Motion further contemplates that, in addition to the Pension and OPEB
Tabulation Rules, certain of the Primary Tabulation Rules also would apply to Pension Claims and OPEB Claims.

E. Plan Supplement Documents

The Plan Supplement Documents consist of all exhibits to the Plan not Filed as of the date of the entry of the
Disclosure Statement Order on the docket of the City's chapter 9 case. A Plan Supplement or Plan Supplements containing
Exhibits 1.A.148.a, 1.A.202.a, 1.A.210 and I1.D.6 to the Plan will be Filed no later than five business days prior to the
Voting Deadline. All other Plan Supplements will be Filed no later than ten days before the Confirmation Hearing.
All Plan Supplement Documents will be made available on the Document Website at http://www.kccllc.net/detroit once
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they are Filed. The City reserves the right to modify, amend, supplement, restate or withdraw any of the Plan Supplement
Documents after they are Filed and shall promptly make such changes available on the Document Website.

F. Confirmation Hearing and Deadline for Objections to Confirmation

The Bankruptcy Code requires the Bankruptcy Court, after notice, to hold a hearing on whether the City has
fulfilled the confirmation requirements of sections 943 and 1129 of the Bankruptcy Code (the "Confirmation Hearing").
The Confirmation Hearing has been scheduled to commence on July 16, 2014 at 9:00 a.m., Eastern Time, before the
Honorable Steven W. Rhodes, United States Bankruptcy Judge for the Eastern District of Michigan, at Courtroom 100,
Theodore Levin United States Courthouse, 231 West Lafayette Boulevard, Detroit, Michigan 48226. The Confirmation
Hearing may be adjourned from time to time by the Bankruptcy Court without further notice, except for an announcement
of the adjourned date made at the Confirmation Hearing or at any subsequent adjourned Confirmation Hearing.

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

II.

SUMMARY OF CLASSIFICATION
AND TREATMENT OF CLAIMS UNDER THE PLAN

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

A. Overview
1. Introduction to the Plan

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

The Plan includes settlements that the City believes will inure to the benefit of the City's creditors and its residents.
The City settled controversial and sensitive issues relating to the Detroit Institute of Arts (the "DIA"), which settlement is
expected to yield at least $466 million to provide a source of recovery for the approximately 33,000 individuals who
participate in the City's retirement systems — the General Retirement System and the Police and Fire Retirement System
(together, the "Retirement Systems") and which will free up other funds for distribution to other creditors — and negotiated
a settlement with the State of Michigan (the "State") for the benefit of Holders of Pension Claims.

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

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

2. Special Information Regarding Pension Claims

THE PLAN, AND THE TREATMENT OF ALLOWED PENSION CLAIMS IN THE PLAN, ASSUME THE
EXISTENCE AND THE IMPLEMENTATION OF THE DIA SETTLEMENT AND THE RECEIPT OF THE FULL
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AMOUNT OF THE STATE CONTRIBUTION. IF THE DIA SETTLEMENT DOES NOT, IN FACT, OCCUR, OR IF
THE FULL AMOUNT OF THE STATE CONTRIBUTION IS NOT, IN FACT, RECEIVED, THEN THE TREATMENT
OF ALLOWED PENSION CLAIMS IN CLASSES 10 AND 11 WILL BE AT THE LOWER END OF THE
TREATMENT PROVIDED FOR CLASSES 10 AND 11 IN THE PLAN. THE TREATMENT OF ALLOWED CLAIMS
IN CLASSES 10 AND 11, AND THE SOURCES OF FUNDING FOR SUCH TREATMENT, ARE DISCUSSED
BELOW.

In connection with the Bankruptcy Court's determination that the City is eligible to be a debtor under chapter 9 of
the Bankruptcy Code, numerous City retirees, employees, their representatives (including the Retiree Committee) and other
parties (including the Attorney General of the State of Michigan) advanced the argument that the Bankruptcy Court may
not impair pension benefits because they are protected under Article IX, Section 24 (the "Pensions Clause") of Michigan's
State Constitution of 1963 (the "Michigan Constitution"). As more fully described in Section VIIL.D of this Disclosure
Statement, however, on December 3, 2013, in a bench decision, the Bankruptcy Court ruled that the federal Bankruptcy
Code authorizes impairment of the City's pension obligations, notwithstanding the Pensions Clause. Several objectors,
including the Retiree Committee, have requested and obtained permission to appeal the Bankruptcy Court's eligibility
ruling directly to the United States Court of Appeals for the Sixth Circuit (the "Sixth Circuit Court of Appeals"). It is
uncertain what would be the effect of a reversal or modification of the Eligibility Order. In that event, the range of
potential outcomes might include dismissal of City's chapter 9 case or a determination that the chapter 9 case may not
impose reductions in accrued vested pension benefits for retirees or active employees even if assets sufficient to pay vested
benefits in full did not exist.

The Plan provides that, on the Effective Date, the City will assume the obligations related to the already accrued
benefits under the GRS pension plan and the PFRS pension plan as those benefits will have been modified in the Plan. This
means that the City will not seek to terminate the GRS or the PFRS, although their respective pension plans will be closed
to new participants and vested active employees will not continue to accrue additional pension benefits under the terms and
conditions of the current plans, i.e., the two plans will be "frozen." For a discussion of benefits to be accrued by active
employees on or after July 1, 2014, see Sections 1.A.201 and 1.A.147 of the Plan, regarding the PFRS Hybrid Pension
Formula and the GRS Hybrid Pension Formula. The City will continue to retain the responsibility to fund all amounts
necessary to provide the adjusted (reduced) pension benefits to its employees and retirees who will have accrued benefits in
either of the GRS or PFRS pension plans as of the Effective Date, although the City's contributions will be fixed during the
period ending June 30, 2023. Thereafter, the City will be required to contribute all amounts necessary to fund the modified
accrued pensions regardless of the actual future investment performance of the pension plan assets. Although, pursuant to
the Plan, the City will provide necessary funding to support the reduced pension benefit levels after 2023, the level of
funding necessary to support those reduced pension benefits will depend upon, among other things, future actuarial
assumptions, changes in retiree mortality and investment returns. Using the assumptions adopted by the City in proposing
the Plan, between 2023 and 2053 the City will contribute $2.698 billion, the present value of which is $992 million.

Based on reports prepared by the Retirement Systems' independent auditors, as of June 30, 2013, there were
approximately 32,427 individuals who are entitled to benefits under the GRS and PFRS. As of June 30, 2013, in the PFRS
pension plan there were 3,272 active employee members, 9,054 retiree members receiving benefits, and 111 members who
are neither working for the City nor yet receiving benefits. As of June 30, 2013, in the GRS pension plan, there were
5,658 active employee members, 12,118 retiree members receiving benefits and 2,214 terminated plan members who are
entitled to but not yet receiving benefits. The total number of current retirees is approximately 21,172. As of June 30,
2012, there were approximately 7,200 retirees in both systems over age 75. There were approximately 6,500 retirees who
are age 65 or younger. According to the most recent annual reports published by the Retirement Systems, the average
annual pension for a GRS retiree or beneficiary as of June 30, 2012 was $19,213, and the average annual pension for a
PFRS retiree or beneficiary as of June 30, 2012 was $30,607.

In the past, the Retirement Systems engaged in a variety of practices that contributed considerably to the
underfunding of the pension plans, particularly with respect to the GRS pension plan. As more fully discussed in
Section VII.B.5.b, these practices included: (a) consuming pension fund assets to pay promised returns under the separate
"annuity savings plan," whether or not such returns actually were realized; (b) dissipating pension fund assets during the
years when returns on investment exceeded expectations through the so-called "13th check" program and (c) deferring
required pension fund contributions from the City each year and financing the deferred amounts at a rate of 8%. Serious
allegations also have been made that former officials of the Retirement Systems accepted bribes and misappropriated assets
of the Retirement Systems for their own personal gain. In addition, the Retirement Systems have made many poor
investments that have reduced the funded status of the two pension plans. Finally, it appears that a large portion of the
assets of the respective Retirement Systems is invested in alternative investments for which no recognized market exists,
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requiring valuation methodologies that generate estimates of value rather than prices drawn from active markets. As of
June 30, 2013, approximately 24% of PFRS assets and 33% of GRS assets had estimated, rather than readily ascertainable,
market values.

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

The City believes that the UAAL figures reported by the Retirement Systems were substantially understated
because they were based upon various actuarial assumptions and methods that substantially understate the Retirement
Systems' UAAL. The assumptions and methods included: (a) annual net rates of return on investments (GRS — 7.9%;
PFRS — 8.0%) that were and are unrealistic in light of the Retirement Systems' demographics and the average of actual
returns realized by both pension plans over the past 10-15 years, the targeted mix of the Retirement Systems' assets and the
inability of the City to budget for and fund pension investment loss in the event the sought-after returns were not achieved;
(b) the "smoothing" (reallocation over several years) of asset gains and losses over a seven year period, which masks the
funding shortfall; and (c) the use of 29-year (PFRS) and 30-year (GRS) amortization periods for funding UAAL — which is
applied anew each year to the full amount of unfunded liability — that allows unfunded liabilities to continue to grow
rapidly as a result of compounding.

In the List of Claims, the City set forth what it believes is a more realistic total UAAL for the Retirement Systems
of $3.474 billion, consisting of $2.037 billion in UAAL owed to the GRS and $1.437 billion in UAAL owed to the PFRS.
The City's actuary, Milliman Inc., calculated this UAAL figure merely by substituting the estimated market value of the
Retirement Systems' assets for their actuarial value and using a more achievable assumed rate of return of 7.0% instead of
the rates of return of 7.9% or 8.0% assumed by the Retirement Systems. If one were to apply even more realistic assumed
rates of return of 6.25% for GRS and 6.50% for PFRS, respectively, the UAAL totals increase to $2.299 billion for the GRS,
and $1.588 billion for the PFRS, as of the end of Fiscal Year 2012

To reduce the risk that the City has experienced from the past investment and discretionary benefit allowance
practices of the GRS and PFRS pension funds, which contributed to the current underfunding in each of the pension funds,
and to ensure that pension funding obligations do not impair the crucial Plan objective of assuring that the City will have
sufficient funds to operate and to improve infrastructure and public safety, the City has developed the following pension
restructuring approach: (a) the City has set a goal of achieving a 70% and 75% funded status for GRS and PFRS, based
upon assumed investment rates of return of 6.25% and 6.50%, respectively, by June 30, 2023 (based on the market value of
assets, not a smoothed value of assets); (b) the City has determined the cash contributions it can reasonably afford to make
to each pension plan during the period ending June 30, 2023; and (c) the City has utilized a conservative investment return
rate for each pension plan (discussed below). Based on these parameters, which were chosen to achieve predictable
pension contributions over the long term and sufficient pension funding to provide benefits as modified, and to align the
City's required future cash contributions to the plans with its reasonably projected revenues, the City has determined what
pension benefit cuts are necessary from the participants in each pension plan.

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

Based on the City's projected cash flows, as more fully discussed in Section XI and Exhibit J, there is insufficient
funding generated solely by projected City revenues in the first 10 years after the Effective Date to provide the returns to all
creditors — including the higher returns to Holders of GRS Pension Claims and PFRS Pension Claims — that are
contemplated in the Plan. As noted above, the Plan, and the higher level of treatment of Allowed GRS Claims and Allowed
PFRS Claims (together, the "Allowed Pension Claims"), assume the existence and the implementation of the DIA
Settlement and the receipt of the full amount of the State Contribution. If the DIA Settlement does not occur, or if the full
amount of the State Contribution is not received, then the recoveries on account of all Unsecured Claims, including Pension
Claims, will be materially diminished to the lower level of recoveries set forth in the Plan for Classes 10 and 11.
See Comparison Chart, below.

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

After 2033, the GRS and PFRS pension plans will no longer receive funds arising from the DIA Settlement, the
State Contribution Agreement or the prefunding provided by DWSD. After 2033, the City itself will bear the obligation of
making required contributions to the GRS and PFRS pension plans.

If the pension plan contribution amounts through June 30, 2023 are not approved as part of confirming the
Plan, then the cuts to accrued pension benefits will be at the higher levels of the cuts set forth in the treatment of
Classes 10 and 11 in the Plan. See Comparison Chart, below.
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Holders of PFRS Pension Claims and GRS Pension Claims will generally receive the following amounts:

Estimated Adjustments to Pension Benefits if Classes 10 and 11 Vote Yes
on the Plan and DIA Settlement and State Contribution Funding is Received

PFRS GRS

6% reduction in current and future monthly pension
payments + elimination of cost of living adjustment
("COLA") (i.e., receipt of 94% of current pension but
no COLA adjustments)

26% reduction in current and future monthly pension payments
+ elimination of COLA (i.e., receipt of 74% of current pension
but no COLA adjustments)

. . 0
COLA is approximately 18% of benefits COLA is approximately 13% of benefits

Estimated Adjustments to Pension Benefits if either Class 10 or Class 11 Votes No
on the Plan and the DIA Settlement and State Contribution Funding is NOT Received

PFRS GRS

14% reduction in current and future monthly pension | 34% reduction in current and future monthly pension payments
payments + elimination of COLA (i.e., receipt of 86% | + elimination of COLA (i.e., receipt of 66% of current pension
of current pension but no COLA adjustments) but no COLA adjustments)

COLA is approximately 18% of benefits COLA is approximately 13% of benefits

(a) PFRS Pension Claim Holders

Retired Beneficiaries. A Holder of a PFRS Pension Claim who is retired from the City, or disabled, or who is a
surviving beneficiary and is drawing a monthly pension from PFRS will have his or her pension reduced by an estimated
14%, and will receive a monthly pension equal to an estimated 86% of the amount currently being received. In addition,
such Holder will not receive the value of any future cost of living adjustments — also known as COLA payments — to his or
her monthly pension. In Fiscal Year 2013, COLA payments amounted to approximately 18% of the value of PFRS retirees'
pension benefit. If at least one half in number and two thirds in amount of Holders of PFRS Pension Claims and
Holders of GRS Pension Claims separately vote in favor of the Plan, then the Holders of all such Claims shall be
deemed to have entered into a timely settlement with the City and the State. In this event, the monthly pension of
Holders of PFRS Pension Claims would be reduced by an estimated 6% (instead of 14%), and such Holders would
receive a monthly pension equal to an estimated 94% of the current monthly amount, with no future COLA payments.
The Plan also contemplates that benefits may be reduced more than 6% if one of the Foundations or the DIA Corp. does not
make its promised contribution. It cannot be predicted with any certainty at this time how much of a reduction may occur if
such a funding default were to happen.

Active and Terminated Vested Beneficiaries. A Holder of a PFRS Pension Claim who is an active employee of the
City, or who is a former employee who is not yet receiving a pension, and who has accrued a pension from PFRS as of
July 1, 2014 will have such accrued pension frozen and then reduced by an estimated 14%. In addition, he or she will not
receive COLA payments. If at least one half in number and two thirds in amount of Holders of PFRS Pension Claims
and Holders of GRS Pension Claims separately vote in favor of the Plan, then the Holders of all such Claims shall be
deemed to have entered into a timely settlement with the City and the State. In this event, the monthly pension of
Holders of PFRS Pension Claims would be reduced by an estimated 6% (instead of 14%), and such Holders would
receive a monthly pension equal to an estimated 94% of the current monthly amount, with no future COLA payments.
The Plan also contemplates that benefits may be reduced more than 6% if one of the Foundations or the DIA Corp. does not
make its promised contribution. It cannot be predicted with any certainty at this time how much of a reduction may occur if
such a funding default were to happen. Moreover, in the event the unfunded liabilities of the PFRS for the Fiscal Year
ending June 30, 2014 exceed the unfunded PFRS liabilities as of June 30, 2013, active employees who are Holders of PFRS
Pension Claims will have their monthly pension amounts further reduced to take account of the increase in the unfunded
liabilities.
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These reductions for both retired beneficiaries and active beneficiaries will remain in effect for the 10-year period
ending June 30, 2023. If, during this 10-year period, the returns on PFRS' invested assets, other actuarial experience or
other contributions result in an improvement to the funding level (based on the market value of assets) of PFRS so that
PFRS is projected to have a funding level of more than 80% by June 30, 2023 (based on the market value of assets),
modified accrued benefits reduced as described herein — including future COLA payments — may be restored, but only by
an amount such that, when taking into account the value of the restored benefits, PFRS will still have a projected 80%
funding level. Any pension restoration will first be used to increase the PFRS Adjusted Pension Amount to existing
retirees; additional pension restoration will be used to increase the PFRS Adjusted Pension Amount to terminated vested
employees and active employees. Any additional pension restoration beyond increasing the PFRS Adjusted Pension
Amount will then be used to provide a COLA. The precise amount of the restoration within these categories will be
determined by the PFRS trustees, and at least a majority of such trustees will be independent trustees. Under the Plan, the
PFRS trustees may not increase the PFRS Adjusted Pension Amount if it causes PFRS to fall below an 80% funding level
determined as of June 30, 2023. On or after June 30, 2023, the City and the applicable unions representing safety
employees, with the consent of the PFRS trustees, may restore any pension cuts without regard to the 80% funding level
and increase the PFRS Adjusted Pension Amount to the extent it is prudent to do so and such increase is legally permitted.
Restoration of benefits, particularly until 2023, cannot be assured. After 2023, restoration of certain benefits may be
possible, but it cannot be predicted at this time whether or when any restoration will occur.

Members of PFRS who are active employees and who continue to work for the City after July 1, 2014, will earn a
new monthly pension under a new hybrid pension plan (the "PFRS Hybrid Pension Formula") that will be paid at retirement
along with the PFRS Adjusted Pension Amount. The pension formula for years of service after July 1, 2014 will be less
generous than the formula that currently applies to PFRS pensions. For further information regarding the PFRS Hybrid
Pension Formula, see Section I.A.201 of the Plan.

(b) GRS Pension Claim Holders

Retired Beneficiaries. A Holder of a GRS Pension Claim who is retired from the City, or disabled, or a surviving
beneficiary, and is drawing a monthly pension from GRS will have such pension reduced by an estimated 34%, and will
receive a monthly pension equal to an estimated 66% of the amount currently being received. In addition, such Holder will
lose eligibility for, and will not receive the value of, any future cost of living adjustments — also known as COLA payments
— to his or her monthly pension. In Fiscal Year 2013, COLA payments amounted to approximately 13% of the value of
each GRS retirees' pension benefit. If at least one half in number and two thirds in amount of Holders of PFRS Pension
Claims and Holders of GRS Pension Claims separately vote in favor of the Plan, then the Holders of all such Claims
shall be deemed to have entered into a timely settlement with the City and the State. In this event, the monthly pension
of Holders of GRS Pension Claims would be reduced by an estimated 26% (instead of 34%), and such Holders would
receive a monthly pension equal to an estimated 74% of the current monthly amount, with no future COLA payments.
The Plan also contemplates that benefits may be reduced more than 26% if one of the Foundations or the DIA Corp. does
not make its promised contribution. It cannot be predicted with any certainty at this time how much of a reduction may
occur if such a funding default were to happen.

Active and Terminated Vested Beneficiaries. A Holder of a GRS Pension Claim who is an active employee of the
City, or who is a former employee who is not yet receiving a pension, and who has accrued a pension from the GRS as of
July 1, 2014, will have such accrued pension frozen and then reduced by an estimated 34% and will not receive COLA
payments. If at least one half in number and two thirds in amount of Holders of PFRS Pension Claims and Holders of
GRS Pension Claims separately vote in favor of the Plan, then the Holders of all such Claims shall be deemed to have
entered into a timely settlement with the City and the State. In this event, the reduction to the pension that will be
earned as of July 1, 2014 would be 26% (instead of 34%), and such Holder will receive a monthly pension at retirement
equal to an estimated 74% of the amount earned as of July 1, 2014, with no COLA payments. The Plan also
contemplates that benefits may be reduced more than 26% if one of the Foundations or the DIA Corp. does not make its
promised contribution. It cannot be predicted with any certainty at this time how much of a reduction may occur if such a
funding default were to happen. Moreover, in the event the unfunded liabilities of the GRS for the Fiscal Year ending
June 30, 2014 exceed the unfunded GRS liabilities as of June 30, 2013, active employees who are Holders of GRS Pension
Claims will have their monthly pension amounts further reduced to take account of the increase in the unfunded liabilities.

Members of GRS who are active employees and who continue to work for the City after July 1, 2014, will earn a
new monthly pension under a new hybrid pension plan (the "GRS Hybrid Pension Formula") that will be paid at retirement
along with the GRS Adjusted Pension Amount. The pension formula for years of service after July 1, 2014 will be less
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generous than the formula that currently applies to GRS pensions. For further information regarding the GRS Hybrid
Pension Formula, see Section 1.A.147 of the Plan.

The City believes that allocations to the Annuity Savings Fund ("ASF") accounts maintained by GRS participants
during the period beginning July 1, 2003 and ending June 30, 2013, were imprudent and excessive, draining GRS assets
that should have been used to fund accrued GRS pensions. GRS employees who maintained ASF accounts during the
period July 1, 2003 through June 30, 2013 received annual interest credits to their respective accounts of no less than 7.9%,
and in some years more than 7.9%. This was true regardless of the actual investment returns on the assets in the ASF
accounts. Consequently, to shore up GRS' underfunding, the Plan also provides for a recoupment of a portion of such
excess. GRS members who maintained an ASF account at any time during the period July 1, 2003 through June 30, 2013
will be subject to a pension adjustment. As part of the Plan, the City will seek to recoup certain amounts related to the ASF
program in addition to the other reductions to GRS pensions, as follows:

e Active or Terminated Employee Recoupment. For each active employee, or terminated employee, who
continues to maintain an ASF account in GRS, the City will recalculate that employee's ASF account
value by applying the "Actual Return." The "Actual Return" means the actual net return percentage on
invested GRS assets for each year from July 1, 2003 through June 30, 2013 unless the return is greater
than 7.9% (in which case 7.9% will be used) or less than 0% (in which case 0% will be used).
The difference between the value of such participant's re-calculated ASF account using the Actual Return
and the actual value of such participant's ASF account as of June 30, 2013 is the "Annuity Savings Fund
Excess Amount." The Annuity Savings Fund Excess Amount will then be deducted from such GRS
participant's ASF account and contributed to the pool of all GRS assets. The pool of all GRS assets can
be used to fund all GRS pensions. Class 10 GRS Ballots will show any Annuity Savings Fund Excess
Amount. Even with the recouped amount, the value of each Annuity Savings Fund account after
recoupment will be greater than the amounts actually contributed by the holder of such Annuity
Savings Fund account into the Annuity Savings Fund.

e Recoupment from Persons who Previously Took Annuity Savings Fund Account Distributions. For each
GRS participant who participated in the ASF at any time during the period from July 1, 2003 through
June 30, 2013, but who has already received a distribution from the ASF, the City will re-calculate that
participant's ASF account value by applying the Actual Return, as defined above. The difference between
the value of such participant's re-calculated ASF account using the Actual Return and the actual value of
such participant's ASF account as of June 30, 2013 is the Annuity Savings Fund Excess Amount, as
defined above. For each such GRS participant, the Annuity Savings Fund Excess Amount will then be
converted into an annual annuity amount based on such participant's life expectancy and other factors.
This Annuity Savings Fund Excess Amount — expressed in the form of an annual annuity — will then be
recouped by deducting it from such participant's annual pension amount. Class 10 GRS Ballots will show
(1) the difference between the ASF payout received and the Annuity Savings Fund Excess Amount and
(i1) the converted lifetime annuity equal in value to Annuity Savings Fund Excess Amount (expressed in a
monthly amount), which monthly amount will then be deducted from such participant's monthly GRS
pension payments.

Restoring Reduced Pensions. These reductions for both retired beneficiaries and active beneficiaries will remain
in effect for the 10-year period ending June 30, 2023. If, during this 10 year period, the returns on GRS' invested assets,
other actuarial experience or other contributions result in an improvement of the funding level (based on the market value
of assets) of GRS so that GRS is projected to have a funding level of more than 80% by June 30, 2023 (based on the market
value of assets), modified accrued benefits reduced as described herein — including future COLA payments — may be
restored, but only by an amount such that, when taking into account the value of the restored benefits, GRS will still have a
projected 80% funding level. Any pension restoration will first be used to increase the GRS Adjusted Pension Amount to
existing retirees; additional pension restoration will be used to increase the GRS Adjusted Pension Amount to terminated
vested employees and active employees. Any additional pension restoration beyond increasing the GRS Adjusted Pension
Amount will then be used to provide a COLA. The precise amount of the restoration within these categories will be
determined by the GRS trustees, and at least a majority of such trustees will be independent. Under the Plan, the GRS
trustees may not increase the GRS Adjusted Pension Amount if it causes GRS to fall below an 80% funding level
determined as of June 30, 2023. On or after June 30, 2023, the City and the applicable unions representing GRS
employees, with the consent of the GRS trustees, may restore any pension cuts and increase the GRS Adjusted Pension
Amount without regard to the 80% funding level to the extent it is prudent to do so and such increase is legally permitted.
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Restoration of benefits, particularly until 2023, cannot be assured. After 2023, restoration of certain benefits may be
possible, but it cannot be predicted at this time whether or when any restoration will occur.

() All Holders of Pension Claims

Hardship Fund for Pensioners. Additional benefits may be provided to those Holders of PFRS Pension Claims and
GRS Pension Claims who are most in need.

RELEASE OF STATE. WITHOUT LIMITING ANY OTHER APPLICABLE PROVISIONS OF, OR
RELEASES CONTAINED IN, THE PLAN OR ANY CONTRACTS, INSTRUMENTS, RELEASES, AGREEMENTS
OR DOCUMENTS TO BE ENTERED INTO OR DELIVERED IN CONNECTION WITH THE PLAN, AS OF THE
EFFECTIVE DATE, IN CONSIDERATION FOR THE OBLIGATIONS OF THE CITY UNDER THE PLAN AND THE
CONSIDERATION AND OTHER CONTRACTS, INSTRUMENTS, RELEASES, AGREEMENTS OR DOCUMENTS
TO BE ENTERED INTO OR DELIVERED IN CONNECTION WITH THE PLAN (INCLUDING THE STATE
CONTRIBUTION AGREEMENT), IF THE STATE CONTRIBUTION AGREEMENT IS CONSUMMATED AND THE
RELEASE SET FORTH AT SECTION III.D.7.b OF THE PLAN IS APPROVED BY THE BANKRUPTCY COURT,
EACH HOLDER OF A PENSION CLAIM WILL BE DEEMED TO FOREVER RELEASE, WAIVE AND DISCHARGE
ALL LIABILITIES ARISING FROM OR RELATED TO THE CITY, THE CHAPTER 9 CASE, THE PLAN, ALL
EXHIBITS, THE DISCLOSURE STATEMENT, PA 436 AND ITS PREDECESSOR OR REPLACEMENT STATUTES,
AND ARTICLE IX, § 24 OF THE MICHIGAN CONSTITUTION THAT SUCH PARTY HAS, HAD OR MAY HAVE
AGAINST THE STATE AND ANY STATE RELATED ENTITIES. See Section III.D.7 of the Plan.

THE LOWER LEVELS OF ESTIMATED PENSION REDUCTIONS DESCRIBED ABOVE FOR CLASSES 10
AND 11 ASSUME THE EXISTENCE AND THE IMPLEMENTATION OF THE DIA SETTLEMENT AND THE
RECEIPT OF THE FULL AMOUNT OF THE STATE CONTRIBUTION AS WELL AS DWSD'S MAKING
ACCELERATED PENSION CONTRIBUTIONS TO THE GRS OVER THE FISCAL PERIOD ENDING JUNE 30, 2023.
IN THE EVENT THAT ANY OF THESE EVENTS DO NOT OCCUR, THE REDUCTIONS TO ACCRUED BENEFITS
DESCRIBED IN THIS SECTION WILL BE MATERIALLY GREATER AS DESCRIBED IN THE HIGHER LEVEL OF
ESTIMATED PENSION REDUCTIONS DESCRIBED ABOVE FOR CLASSES 10 AND 11. See Section VI of this
Disclosure Statement.
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B. Classification and Treatment of Claims Under the Plan

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

Claims under the Plan.

Description and
Amount of Claims

Treatment

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

Estimated Aggregate Allowed Amount:
$322,000,000

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder
of an Allowed DWSD Class A Water Claim, in full satisfaction of such Allowed Claim,
shall receive on or as soon as reasonably practicable after the Effective Date, New
Water/Sewer Bonds having a principal amount equal to the principal amount of the
DWSD Class A Water Bonds held by such Holder; provided that, in lieu of the foregoing
treatment, the City alternatively may elect to: (1) if a DWSD Transaction is consummated
on the Effective Date, provide a Holder of an Allowed DWSD Class A Water Claim with
Cash in the full amount of such Allowed DWSD Class A Water Claim; or (2) if a DWSD
Transaction is not consummated on the Effective Date, Reinstate any DWSD Class A
Water Bonds by filing a notice of such Reinstatement prior to the commencement of the
Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD
Class A Water Claim in a Class of DWSD Class A Water Claims that accepts the Plan
may elect to receive New Existing Rate Water/Sewer Bonds having a principal amount
equal to the principal amount of the DWSD Class A Water Bonds held by such Holder in
lieu of New Water/Sewer Bonds. An election to receive New Existing Rate Water/Sewer
Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of any and all
rights to object to the Plan on any grounds, and any such objection may be disregarded by
the Bankruptcy Court solely on the basis of such election.

Estimated Percentage Recovery: 100% of principal amount

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

Estimated Aggregate Allowed Amount:
$2,162,925,000

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder
of an Allowed DWSD Class B Water Claim, in full satisfaction of such Allowed Claim,
shall receive on or as soon as reasonably practicable after the Effective Date, New
Water/Sewer Bonds having a principal amount equal to the principal amount of the
DWSD Class B Water Bonds held by such Holder; provided that, in lieu of the foregoing
treatment, the City alternatively may elect to: (1) if a DWSD Transaction is consummated
on the Effective Date, provide a Holder of an Allowed Class B Water Claim with Cash in
the full amount of such Allowed DWSD Class B Water Claim; or (2) if a DWSD
Transaction is not consummated on the Effective Date, Reinstate any DWSD Class B
Water Bonds by filing a notice of such Reinstatement prior to the commencement of the
Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD
Class B Water Claim in a Class of DWSD Class B Water Claims that accepts the Plan
may elect to receive New Existing Rate Water/Sewer Bonds having a principal amount
equal to the principal amount of the DWSD Class B Water Bonds held by such Holder in
lieu of New Water/Sewer Bonds. An election to receive New Existing Rate Water/Sewer
Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of any and all
rights to object to the Plan on any grounds, and any such objection may be disregarded by
the Bankruptcy Court solely on the basis of such election.

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

Treatment

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

Estimated Aggregate Allowed Amount:
$439,035,000

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder
of an Allowed DWSD Class A Sewer Claim, in full satisfaction of such Allowed Claim,
shall receive on or as soon as reasonably practicable after the Effective Date, New
Water/Sewer Bonds having a principal amount equal to the principal amount of the
DWSD Class A Sewer Bonds held by such Holder; provided that, in lieu of the foregoing
treatment, the City alternatively may elect to: (1) if a DWSD Transaction is consummated
on the Effective Date, provide a Holder of an Allowed DWSD Class A Sewer Claim with
Cash in the full amount of such Allowed DWSD Class A Sewer Claim; or (2) if a DWSD
Transaction is not consummated on the Effective Date, Reinstate any DWSD Class A
Sewer Bonds by filing a notice of such Reinstatement prior to the commencement of the
Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD
Class A Sewer Claim in a Class of DWSD Class A Sewer Claims that accepts the Plan
may elect to receive New Existing Rate Water/Sewer Bonds having a principal amount
equal to the principal amount of the DWSD Class A Sewer Bonds held by such Holder in
lieu of New Water/Sewer Bonds. An election to receive New Existing Rate Water/Sewer
Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of any and all
rights to object to the Plan on any grounds, and any such objection may be disregarded by
the Bankruptcy Court solely on the basis of such election.

Estimated Percentage Recovery: 100% of principal amount

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

Estimated Aggregate Allowed Amount:
$2,348,280,054

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder
of an Allowed DWSD Class B Sewer Claim, in full satisfaction of such Allowed Claim,
shall receive on or as soon as reasonably practicable after the Effective Date, New
Water/Sewer Bonds having a principal amount equal to the principal amount of the
DWSD Class B Sewer Bonds held by such Holder; provided that, in lieu of the foregoing
treatment, the City alternatively may elect to: (1) if a DWSD Transaction is consummated
on the Effective Date, provided a Holder of an Allowed DWSD Class B Sewer Claim with
Cash in the full amount of such Allowed DWSD Class B Sewer Claim; or (2) if a DWSD
Transaction is not consummated on the Effective Date, Reinstate any DWSD Class B
Sewer Bonds by filing a notice of such Reinstatement prior to the commencement of the
Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD
Class B Sewer Claim in a Class of DWSD Class B Sewer Claims that accepts the Plan
may elect to receive New Existing Rate Water/Sewer Bonds having a principal amount
equal to the principal amount of the DWSD Class B Sewer Bonds held by such Holder in
lieu of New Water/Sewer Bonds. An election to receive New Existing Rate Water/Sewer
Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of any and all
rights to object to the Plan on any grounds, and any such objection may be disregarded by
the Bankruptcy Court solely on the basis of such election.

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

Treatment

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

Estimated Aggregate Allowed Amount:
$486,047,364

Impaired. If a DWSD Transaction is not consummated on the Effective Date, each Holder
of an Allowed DWSD Revolving Sewer Bond Claim shall have its Allowed DWSD
Revolving Sewer Bond Claim Reinstated, unless such Holder agrees to a different
treatment of such Claim.

If a DWSD Transaction is consummated on the Effective Date, each Holder of an
Allowed DWSD Revolving Sewer Bond Claim, in full satisfaction of such Allowed
Claim, shall receive on or as soon as reasonably practicable after the Effective Date, New
GLWA Revolving Bonds having a principal amount equal to the principal amount of the
DWSD Revolving Sewer Bonds held by such Holder, unless such Holder agrees to a
different treatment of such Claim.

Estimated Percentage Recovery: 100% of principal amount

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

Estimated Aggregate Allowed Amount:
$21,589,986

Impaired. If a DWSD Transaction is not consummated on the Effective Date, each Holder
of an Allowed DWSD Revolving Water Bond Claim shall have its Allowed DWSD
Revolving Water Bond Claim Reinstated, unless such Holder agrees to a different
treatment of such Claim.

If a DWSD Transaction is consummated on the Effective Date, each Holder of an
Allowed DWSD Revolving Water Bond Claim, in full satisfaction of such Allowed
Claim, shall receive on or as soon as reasonably practicable after the Effective Date, New
GLWA Revolving Bonds having a principal amount equal to the principal amount of the
DWSD Revolving Water Bonds held by such Holder, unless such Holder agrees to a
different treatment of such Claim.

Estimated Percentage Recovery: 100% of principal amount

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

Estimated Aggregate Allowed Amount:
$252,475,366

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$101,707,848

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

Estimated Percentage Recovery: 100%
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Description and
Amount of Claims

Treatment

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

Estimated Aggregate Allowed Amount:
$39,254,171

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$54,055,927

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$6,469,135

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$31,037,724

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$8,855,456

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

Estimated Percentage Recovery: 100%
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Description and
Amount of Claims

Treatment

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

Estimated Aggregate Allowed Amount:
$90,075,004

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$288,000,000

Impaired. The COP Swap Claims shall be deemed Allowed as Secured Claims, which,
solely for purposes of distributions from the City, will be equal to the Distribution
Amount. Each Holder of an Allowed COP Swap Claim, in full satisfaction of such
Allowed Claim, shall receive, either: (1) within thirty days following the Effective Date,
the Net Amount in full in cash, provided that until paid in cash in full, such Secured
Claims will remain secured by the Pledged Property; or (2) solely in the case of a
Liquidity Event, the Net Amount in cash in full within 180 days following the Effective
Date, provided that (a) other than with respect to net proceeds used to repay the
Postpetition Financing Agreement, to the extent permitted by law but without taking into
consideration any limitations imposed by the City, including in any ordinance or
resolution of the City, the first dollars of any net cash proceeds of any financing or
refinancing consummated in connection with, or subsequent to, the consummation of such
Plan and either (i) supported by the full faith and credit of the City or (ii) payable from the
general fund of the City, will be used to pay the Net Amount, (b) the City will continue to
comply with its obligations under the COP Swap Settlement and the COP Swap
Settlement Approval Order until the Net Amount is paid in cash in full, (c) until paid in
cash in full, such Secured Claims will remain secured by the Pledged Property, (d) from
and after the Effective Date, the unpaid Net Amount will accrue interest at the rate
applicable to obligations under the Postpetition Financing Agreement plus 1.5% with the
interest obligation likewise being secured by the Pledged Property, and (e) the COP Swap
Counterparties will receive from the City on the Effective Date a deferral fee in cash equal
to 1.0% of the Net Amount to be shared equally between them.

Estimated Percentage Recovery: 30% of the Swap Termination Payment

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

Estimated Aggregate Allowed Amount:
$8,099,287

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

Estimated Percentage Recovery: 100%

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

Estimated Aggregate Allowed Amount:
$163,543,187

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

Estimated Percentage Recovery: 15%
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Description and
Amount of Claims

Treatment

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

Estimated Aggregate Allowed Amount:
$374,661,332

Impaired. Unless such Holder agrees to a different treatment of such Claim, each Holder
of an Allowed Unlimited Tax General Obligation Bond Claim, in full satisfaction of such
Allowed Claim, shall receive its Pro Rata share of Plan UTGO Notes on or as soon as
reasonably practicable after the Effective Date. The maturity(ies) of the Plan UTGO
Notes shall be no longer than the existing maturity(ies) of each series of Unlimited Tax
General Obligation Bonds receiving Plan UTGO Notes. The Plan UTGO Notes shall
contain such other terms as will result in each Holder of an Allowed Unlimited Tax
General Obligation Bond Claim receiving a payment stream, the present value of which is
equal to approximately 15% of such Holder's Allowed Unlimited Tax General Obligation
Bond Claim as of the Effective Date.

Estimated Percentage Recovery: 15%

13-53846-swr

21-

Doc 3382 Filed 03/31/14 Entered 03/31/14 18:36:38 Page 34 of 162




Description and
Amount of Claims

Treatment

Class 9 - COP Claims: Consists of all
Claims under or evidenced by the COP
Service Contracts.

Estimated Aggregate Allowed Amount:
To Be Determined

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

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

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

Each beneficial holder of COPs shall receive the following treatment on account of its
COP Claims unless such holder agrees to a different treatment of such Claims:

On the Effective Date, the City shall establish the Disputed COP Claims Reserve.
The Disputed COP Claims Reserve shall contain no less than (1) an Unsecured Pro Rata
Share of New B Notes, calculated as if such Disputed COP Claims were Allowed (a) in an
amount equal to the aggregate unpaid principal amount as of the Petition Date for the
COPs not subject to the Plan COP Settlement or (b) in such lesser amount as may be
required by an order of the Bankruptcy Court, and (2) any distributions made on account
of New B Notes held in the Disputed COP Claims Reserve.

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

Estimated Percentage Recovery: Unknown
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Amount of Claims
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Class 10 - PFRS Pension Claims:
Consists of all Claims (other than OPEB
Claims), whether asserted by current or
former employees of the City, their heirs
or beneficiaries or by the PFRS or any
trustee thereof or any other Entity acting
on the PFRS's behalf, against the City or
any fund managed by the City
(including, but not limited to, the
General Fund, the Police and Fire
Retirement System Service Corporation
fund or the pension funds) based upon,

arising under or related to any
agreement, commitment or other
obligation, whether evidenced by

contract, agreement, rule, regulation,
ordinance, statute or law for (1) any
pension, disability, or other post
retirement payment or distribution in
respect of the employment of such
current or former employees or (2) the
payment by the PFRS to persons who at
any time participated in, were
beneficiaries of or accrued post-
retirement pension or financial benefits
under the PFRS.

Estimated Aggregate Allowed Amount:
$1,588,000,000

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

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

During the period that ends no earlier than June 30, 2023, the pension benefits payable to
each Holder of a PFRS Pension Claim shall be equal to the PFRS Adjusted Pension
Amount for such Holder, provided that such PFRS Adjusted Pension Amount shall be
(1) automatically reduced by the DIA Proceeds Default Amount in the event of a DIA
Proceeds Payment Default and (2) increased by any PFRS Restoration Payment.

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

The composition of the board of trustees of the PFRS and the manner in which it is
operated and administered shall be consistent with the terms of the PFRS Trust
Agreement.

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

The State Contribution Agreement, the effectiveness of which is contingent upon the
acceptance of the Plan by Classes 10 and 11, shall include the following principal terms:
(1) the State will distribute the State Contribution for the benefit of Holders of Pension Claims;
and (2) if the release set forth at Section III.D.7.b of the Plan is not approved by the
Bankruptcy Court, Non-Accepting Holders shall not be entitled to the State Settlement Benefit
Amount as part of such Holder's PFRS Adjusted Pension Amount.

If the release set forth at Section III.D.7.b of the Plan is approved by the Bankruptcy
Court, each Holder of a PFRS Pension Claim shall release the State from all Liabilities
related to PFRS Pension Claims, as more particularly described in the State Contribution
Agreement and as set forth at Section I11.D.7.b of the Plan.

Estimated Percentage Recovery: 31-49%
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Class 11 — GRS Pension Claims:
Consists of all Claims (other than OPEB
Claims), whether asserted by current or
former employees of the City, their heirs
or beneficiaries or by the GRS or any
trustee thereof or any other Entity acting
on the GRS's behalf, against the City or
any fund managed by the City
(including, but not limited to, the
General Fund, the water fund, the
sewage disposal fund, the Detroit
General Retirement System Service
Corporation fund or the pension funds)
based upon, arising under or related to
any agreement, commitment or other
obligation, whether evidenced by
contract, agreement, rule, regulation,
ordinance, statute or law for (1) any
pension, disability or other post
retirement payment or distribution in
respect of the employment of current or
former employees or (2) the payment by
the GRS to persons who at any time
participated in, were beneficiaries of or
accrued post-retirement pension or
financial benefits under the GRS.

Estimated Aggregate Allowed Amount:
$2,299,000,000

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

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

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

The value of Annuity Savings Fund accounts maintained by Holders of GRS Pension
Claims who are Active ASF Participants will be recalculated by applying the Actual
Return. The difference between (1) the value of an Active ASF Participant's Annuity
Savings Fund account after application of the Actual Return and (2) the actual value of an
Active ASF Participant's Annuity Savings Fund account as of June 30, 2014, shall be
deducted from the Active ASF Participant's Annuity Savings Fund account and included
in GRS assets to support and pay GRS Adjusted Pension Amounts.

The value of Annuity Savings Fund accounts of Holders of GRS Pension Claims who are
ASF Distribution Recipients will be recalculated by applying the Actual Return. The
difference between (1) the value of an ASF Distribution Recipient's Annuity Savings
Fund account after application of the Actual Return and (2) the actual value of an ASF
Distribution Recipient's Annuity Savings Fund account as of June 30, 2013, will be
converted into an annual annuity amount based on the ASF Distribution Recipient's life
expectancy and other actuarial factors, and then deducted from the ASF Distribution
Recipient's GRS Adjusted Pension Amount.

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

The composition of the board of trustees of the GRS and the manner in which it is
operated and administered shall be consistent with the terms of the GRS Trust Agreement.

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

[CONTINUED ON FOLLOWING PAGE]
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Description and
Amount of Claims

Treatment

Class 11 — GRS Pension Claims
(continued)

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

The State Contribution Agreement, the effectiveness of which is contingent upon the
acceptance of the Plan by Classes 10 and 11, shall include the following principal terms:
(1) the State will distribute the State Contribution for the benefit of Holders of Pension
Claims; and (2) if the release set forth at Section II1.D.7.b of the Plan is not approved by
the Bankruptcy Court, Non-Accepting Holders shall not be entitled to the State Settlement
Benefit Amount as part of such Holder's GRS Adjusted Pension Amount.

If the release set forth at Section III.D.7.b of the Plan is approved by the Bankruptcy
Court, each Holder of a GRS Pension Claim shall release the State from all Liabilities
related to GRS Pension Claims, as more particularly described in the State Contribution
Agreement and as set forth at Section I11.D.7 of the Plan.

Estimated Percentage Recovery: 36-45%

Class 12 — OPEB Claims: Consists of
all Claims against the City for
post-retirement health, vision, dental,
life and death benefits provided to
retired employees of the City and their
dependents (including surviving
spouses) pursuant to the Employee
Health and Life Insurance Benefit Plan
and the Employee Death Benefit Plan,
including the members of the certified
class in the action captioned Weiler
et.al. v. City of Detroit, Case
No. 06 619737-CK  (Wayne County
Circuit Court), pursuant to the "Consent
Judgment and Order of Dismissal"
entered in that action on August 26,
2009.

Estimated Aggregate Allowed Amount:
$3,184,900,000

Impaired. Establishment of VEBA: On or as soon as practicable following the Effective
Date, the City will establish the Detroit VEBA to provide health care, life and other
legally authorized welfare benefits to Detroit VEBA Beneficiaries and certain of their
dependents and future City retirees. The Detroit VEBA will be governed by a board of
trustees that will be responsible for, among other things, management of property held by
the Detroit VEBA, administration of the Detroit VEBA and determination of the level of
and distribution of benefits to Detroit VEBA Beneficiaries. The Detroit VEBA Trust
Agreement and related plan documentation will be substantially in the form set forth on
Exhibit I.A.71 to the Plan, and shall, among other things, identify the members of the
Detroit VEBA's initial board of trustees.

Distributions to VEBA: Promptly after the Detroit VEBA is established, the City shall:
(1) distribute an Unsecured Pro Rata Share of New B Notes to the Detroit VEBA in full
satisfaction of the Allowed OPEB Claims, provided that the value of the Unsecured Pro
Rata Share of New B Notes to be distributed to the Detroit VEBA shall be reduced by the
amount of the Postpetition OPEB Payments; and (2) direct the trustees of the Employee
Death Benefit Plan to terminate that plan and transfer all assets (net of expenses of
termination) to the Detroit VEBA. The City shall have no responsibility following the
Effective Date to provide life insurance or death benefits to current or former employees.

Estimated Percentage Recovery: 15%

Class 13 - Downtown Development
Authority Claims: Consists of all
Claims in respect of the Downtown
Development Authority Loans.

Estimated Aggregate Allowed Amount:
$33,600,000

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

Estimated Percentage Recovery: 15%
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Description and
Amount of Claims

Treatment

Class 14 - Other Unsecured Claims:
Consists of all Claims that are unpaid as
of the Effective Date and that are not
Administrative Claims, Convenience
Claims, COP Claims, Downtown
Development Authority Claims, General
Obligation Bond Claims, GRS Pension
Claims, GRS Pension/ASF Claims,
OPEB Claims, PFRS Pension Claims,
Secured Claims or Subordinated Claims.
For the avoidance of doubt, Section
1983 Claims are included within the
definition of Other Unsecured Claims.

Estimated Aggregate Allowed Amount:
Unknown

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

Estimated Percentage Recovery: 15%

Class 15 - Convenience Claims:
Consists of all Claims that would
otherwise be Other Unsecured Claims
that are (1) Allowed Claims in an
amount less than or equal to $25,000; or
(2) in an amount that has been reduced
to $25,000 pursuant to an election made
by the Holder of such Claim; provided
that, where any portion(s) of a single
Claim has been transferred, (a)the
amount of all such portions will be
aggregated to determine whether a
Claim qualifies as a Convenience Claim
and for purposes of the Convenience
Claim election and (b) unless all
transferees make the Convenience Claim
election on the applicable Ballots, the
Convenience Claim election will not be
recognized for such Claim.

Estimated Aggregate Allowed Amount:
Unknown

Impaired. Each Holder of an Allowed Convenience Claim, in full satisfaction of such
Allowed Claim, shall receive Cash equal to the amount of 25% of such Allowed Claim (as
reduced, if applicable, pursuant to an election by such Holder in accordance with Section
1.A.50 of the Plan) on or as soon as reasonably practicable after the Effective Date, unless
such Holder agrees to a different treatment of such Claim.

Estimated Percentage Recovery: 25%

Class 16 - Subordinated Claims:
Consists of all Claims of the kind
described in sections 726(a)(3) or
726(a)(4) of the Bankruptcy Code and/or
Claims subordinated under sections
510(b) or 510(c) of the Bankruptcy
Code.

Estimated Aggregate Allowed Amount:
Unknown

Impaired. On the Effective Date, all Subordinated Claims shall be disallowed,
extinguished and discharged without Distribution under the Plan, and Holders of
Subordinated Claims shall not receive or retain any property on account of such Claims.
Pursuant to section 1126(g) of the Bankruptcy Code, Class 16 is deemed to have rejected
the Plan and Holders of Subordinated Claims are not entitled to cast a Ballot in respect of
such Claims.

Estimated Percentage Recovery: 0%
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111.
THE PLAN
A. General

THE FOLLOWING SUMMARY HIGHLIGHTS CERTAIN OF THE SUBSTANTIVE PROVISIONS OF THE
PLAN, AND IS NOT, NOR IS IT INTENDED TO BE, A COMPLETE DESCRIPTION OR A SUBSTITUTE FOR A
FULL AND COMPLETE REVIEW OF THE PLAN. THE CITY URGES ALL HOLDERS OF CLAIMS TO
CAREFULLY READ AND STUDY THE PLAN, A COPY OF WHICH IS ATTACHED HERETO AS EXHIBIT A.

Section 1123 of the Bankruptcy Code provides that, except for administrative claims, a plan of adjustment must
categorize claims against a debtor into individual classes. Although the Bankruptcy Code gives a chapter 9 debtor
significant flexibility in classifying claims, section 1122 of the Bankruptcy Code dictates that a plan of adjustment may
only place a claim into a class containing claims that are substantially similar.

The Plan identifies 384 Classes of Claims (certain of which encompass numerous separate classes comprised of
individual series of the relevant debt, as set forth on the Exhibits to the Plan. These Classes take into account the differing
nature and priority of Claims against the City. Administrative Claims are not classified for purposes of voting or receiving
distributions under the Plan (as is permitted by section 1123(a)(1) of the Bankruptcy Code) but are treated separately as
unclassified Claims.

The Plan provides specific treatment for each Class of Claims. Only certain Holders of Claims that are impaired
under the Plan are entitled to vote and receive Distributions under the Plan.

Unless otherwise provided in the Plan or the Confirmation Order, the treatment of any Claim under the Plan will
be in full satisfaction, settlement, release and discharge of, and in exchange for, such Claim. Upon Confirmation, the Plan
will be binding on all Holders of a Claim regardless of whether such Holders voted to accept the Plan.

The following discussion sets forth the classification and treatment of all Claims against the City. It is qualified in
its entirety by the terms of the Plan, which is attached hereto as Exhibit A, and which should be read carefully by you in
considering whether to vote to accept or reject the Plan.

B. Classification and Treatment of Claims

If the Plan is confirmed by the Bankruptcy Court, each Allowed Claim in a particular Class will receive the same
treatment as the other Allowed Claims in such Class, whether or not the Holder of such Claim voted to accept the Plan.

1. Unclassified Claims

An Administrative Claim is a Claim against the City arising on or after the Petition Date and prior to the Effective
Date for a cost or expense of administration related to the City's chapter 9 case that is entitled to priority or superpriority
under sections 364(c)(1), 503(b) or 507(a)(2) of the Bankruptcy Code and, in any event does not include any claim for
professional fees or any other costs or expenses incurred by the Creditors' Committee. Administrative Claims may include:
(a) the actual and necessary costs and expenses incurred by the City in the ordinary course of its operations after the
Petition Date (e.g., wages, salaries, payments for services and lease payments); (b) Claims under any Postpetition Financing
Agreement; (c) any Allowed Claims for reclamation under section 546(c)(1) of the Bankruptcy Code; and (d) Claims,
pursuant to section 503(b)(9) of the Bankruptcy Code, for the value of goods received by the City in the 20 days
immediately prior to the Petition Date and sold to the City in the ordinary course of its operations. In addition,
section 503(b) of the Bankruptcy Code provides for payment of compensation or reimbursement of expenses to creditors
and other entities making a "substantial contribution" to a chapter 9 case and to attorneys for, and other professional
advisors to, such entities. The amounts, if any, that such Entities may seek for such compensation or reimbursement are not
known by the City at this time. Requests for such compensation or reimbursement must be approved by the Bankruptcy
Court after notice and a hearing at which the City and other parties in interest may participate and, if appropriate, object to
the allowance of any such compensation or reimbursement.
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Except as specified in Section II.A.1 of the Plan, and subject to the bar date provisions therein, unless otherwise
agreed by the Holder of an Administrative Claim and the City, or ordered by the Bankruptcy Court, each Holder of an
Allowed Administrative Claim will receive, in full satisfaction of such Allowed Administrative Claim, Cash in an amount
equal to such Allowed Administrative Claim either: (a) on the Effective Date or as soon as reasonably practicable
thereafter; or (b) if the Administrative Claim is not Allowed as of the Effective Date, 30 days after the date on which such
Administrative Claim becomes an Allowed Claim. No Claim of any official or unofficial creditors' committee (other than
the Retiree Committee) or any member thereof for professionals' fees or other costs and expenses incurred by such
creditors' committee or by a member of such creditors' committee shall constitute an Allowed Administrative Claim.

Unless otherwise agreed by the Postpetition Lenders pursuant to the Postpetition Financing Agreement, on or
before the Effective Date, Postpetition Lender Claims that are Allowed Administrative Claims will be paid in Cash equal to
the amount of those Allowed Administrative Claims.

Except as otherwise provided in Section II.A.2 of the Plan or in the Bar Date Order or other order of the
Bankruptcy Court, unless previously Filed, requests for payment of Administrative Claims must be Filed and served on the
City pursuant to the procedures specified in the Confirmation Order and the notice of entry of the Confirmation Order, no
later than 30 days after the Effective Date. Holders of Administrative Claims that are required to File and serve a request
for payment of such Administrative Claims and that do not File and serve such a request by the applicable Bar Date will be
forever barred from asserting such Administrative Claims against the City or its property, and such Administrative Claims
will be deemed discharged as of the Effective Date. Objections to such requests must be Filed and served on the City and
the requesting party by the later of (a) 150 days after the Effective Date, (b) 60 days after the Filing of the applicable
request for payment of Administrative Claims or (c) such other period of limitation as may be specifically fixed by a Final
Order for objecting to such Administrative Claims.

Holders of Administrative Claims that are Postpetition Lender Claims will not be required to File or serve any
request for payment or application for allowance of such Claims. Such Administrative Claims will be satisfied pursuant to
Section II.A.1.b of the Plan.

Allowed Administrative Claims based on liabilities incurred by the City in the ordinary course of its business,
including Administrative Claims arising from or with respect to the sale of goods or provision of services on or after the
Petition Date in the ordinary course of the City's business and Administrative Claims arising from those contracts and
leases of the kind described in Section II.D of the Plan, will be paid by the City, pursuant to the terms and conditions of the
particular transaction giving rise to those Administrative Claims, without further action by the holders of such
Administrative Claims or further approval by the Bankruptcy Court.

The Plan does not modify any Bar Date Order already in place, including Bar Dates for Claims entitled to
administrative priority under section 503(b)(9) of the Bankruptcy Code.

2. Classified Claims

Class 1: Secured DWSD-Related Claims, subclassified as follows:

Class 14: DWSD Class A Water Claims (One Class for each CUSIP of DWSD Class A Water Bonds, as
set forth on Exhibit I.A. to the Plan).

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed DWSD
Class A Water Claim, in full satisfaction of such Allowed Claim, shall receive on or as soon as
reasonably practicable after the Effective Date, New Water/Sewer Bonds having a principal amount equal
to the principal amount of the DWSD Class A Water Bonds held by such Holder; provided that, in lieu of
the foregoing treatment, the City alternatively may elect to: (a) if a DWSD Transaction is consummated
on the Effective Date, provide a Holder of an Allowed DWSD Class A Water Claim with Cash in the full
amount of such Allowed DWSD Class A Water Claim; or (b) if a DWSD Transaction is not
consummated on the Effective Date, Reinstate any DWSD Class A Water Bonds by filing a notice of
such Reinstatement prior to the commencement of the Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD Class A Water
Claim in a Class of DWSD Class A Water Claims that accepts the Plan may elect to receive New Existing
Rate Water/Sewer Bonds having a principal amount equal to the principal amount of the DWSD Class A
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Water Bonds held by such Holder in lieu of New Water/Sewer Bonds. An election to receive New
Existing Rate Water/Sewer Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of
any and all rights to object to the Plan on any grounds, and any such objection may be disregarded by the
Bankruptcy Court solely on the basis of such election.

Class 1A Claims are impaired.

Class 1B: DWSD Class B Water Claims (One Class for each CUSIP of DWSD Class B Water Bonds, as
set forth on Exhibit . A. to the Plan).

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed DWSD
Class B Water Claim, in full satisfaction of such Allowed Claim, shall receive on or as soon as
reasonably practicable after the Effective Date, New Water/Sewer Bonds having a principal amount equal
to the principal amount of the DWSD Class B Water Bonds held by such Holder; provided that, in lieu of
the foregoing treatment, the City alternatively may elect to: (a) if a DWSD Transaction is consummated
on the Effective Date, provide a Holder of an Allowed Class B Water Claim with Cash in the full amount
of such Allowed DWSD Class B Water Claim; or (b) if a DWSD Transaction is not consummated on the
Effective Date, Reinstate any DWSD Class B Water Bonds by filing a notice of such Reinstatement prior
to the commencement of the Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD Class B Water
Claim in a Class of DWSD Class B Water Claims that accepts the Plan may elect to receive New Existing
Rate Water/Sewer Bonds having a principal amount equal to the principal amount of the DWSD Class B
Water Bonds held by such Holder in lieu of New Water/Sewer Bonds. An election to receive New
Existing Rate Water/Sewer Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of
any and all rights to object to the Plan on any grounds, and any such objection may be disregarded by the
Bankruptcy Court solely on the basis of such election.

Class 1B Claims are impaired.

Class 1C: DWSD Class A Sewer Claims (One Class for each CUSIP of DWSD Class A Sewer Bonds, as
set forth on Exhibit I.A. to the Plan).

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed DWSD
Class A Sewer Claim, in full satisfaction of such Allowed Claim, shall receive on or as soon as
reasonably practicable after the Effective Date, New Water/Sewer Bonds having a principal amount equal
to the principal amount of the DWSD Class A Sewer Bonds held by such Holder; provided that, in lieu of
the foregoing treatment, the City alternatively may elect to: (a) if a DWSD Transaction is consummated
on the Effective Date, provide a Holder of an Allowed DWSD Class A Sewer Claim with Cash in the full
amount of such Allowed DWSD Class A Sewer Claim; or (b) if a DWSD Transaction is not
consummated on the Effective Date, Reinstate any DWSD Class A Sewer Bonds by filing a notice of
such Reinstatement prior to the commencement of the Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD Class A Sewer
Claim in a Class of DWSD Class A Sewer Claims that accepts the Plan may elect to receive New
Existing Rate Water/Sewer Bonds having a principal amount equal to the principal amount of the DWSD
Class A Sewer Bonds held by such Holder in lieu of New Water/Sewer Bonds. An election to receive
New Existing Rate Water/Sewer Bonds pursuant to the foregoing sentence constitutes an irrevocable
waiver of any and all rights to object to the Plan on any grounds, and any such objection may be
disregarded by the Bankruptcy Court solely on the basis of such election.

Class 1C Claims are impaired.

Class 1D: DWSD Class B Sewer Claims (One Class for each CUSIP of DWSD Class B Sewer Bonds, as
set forth on Exhibit I.A. to the Plan).

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed DWSD
Class B Sewer Claim, in full satisfaction of such Allowed Claim, shall receive on or as soon as
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reasonably practicable after the Effective Date, New Water/Sewer Bonds having a principal amount equal
to the principal amount of the DWSD Class B Sewer Bonds held by such Holder; provided that, in lieu of
the foregoing treatment, the City alternatively may elect to: (a) if a DWSD Transaction is consummated
on the Effective Date, provided a Holder of an Allowed DWSD Class B Sewer Claim with Cash in the
full amount of such Allowed DWSD Class B Sewer Claim; or (b) if a DWSD Transaction is not
consummated on the Effective Date, Reinstate any DWSD Class B Sewer Bonds by filing a notice of
such Reinstatement prior to the commencement of the Confirmation Hearing.

Treatment Option for Classes that Accept the Plan: Each Holder of an Allowed DWSD Class B Sewer
Claim in a Class of DWSD Class B Sewer Claims that accepts the Plan may elect to receive New Existing
Rate Water/Sewer Bonds having a principal amount equal to the principal amount of the DWSD Class B
Sewer Bonds held by such Holder in lieu of New Water/Sewer Bonds. An election to receive New
Existing Rate Water/Sewer Bonds pursuant to the foregoing sentence constitutes an irrevocable waiver of
any and all rights to object to the Plan on any grounds, and any such objection may be disregarded by the
Bankruptcy Court solely on the basis of such election.

Class 1D Claims are impaired.

Class 1E: DWSD Revolving Sewer Bond Claims (One Class for each DWSD Series of DWSD Revolving
Sewer Bonds, as set forth on Exhibit I.A. to the Plan).

If a DWSD Transaction is not consummated on the Effective Date, each Holder of an Allowed DWSD
Revolving Sewer Bond Claim shall have its Allowed DWSD Revolving Sewer Bond Claim Reinstated,
unless such Holder agrees to a different treatment of such Claim.

If a DWSD Transaction is consummated on the Effective Date, each Holder of an Allowed DWSD
Revolving Sewer Bond Claim, in full satisfaction of such Allowed Claim, shall receive on or as soon as
reasonably practicable after the Effective Date, New GLWA Revolving Bonds having a principal amount
equal to the principal amount of the DWSD Revolving Sewer Bonds held by such Holder, unless such
Holder agrees to a different treatment of such Claim.

Class 1E Claims are impaired.

Class 1F: DWSD Revolving Water Bond Claims (One Class for each DWSD Series of DWSD Revolving
Water Bonds, as set forth on Exhibit I.A. to the Plan).

If a DWSD Transaction is not consummated on the Effective Date, each Holder of an Allowed DWSD
Revolving Water Bond Claim shall have its Allowed DWSD Revolving Water Bond Claim Reinstated,
unless such Holder agrees to a different treatment of such Claim.

If a DWSD Transaction is consummated on the Effective Date, each Holder of an Allowed DWSD
Revolving Water Bond Claim, in full satisfaction of such Allowed Claim, shall receive on or as soon as
reasonably practicable after the Effective Date, New GLWA Revolving Bonds having a principal amount
equal to the principal amount of the DWSD Revolving Water Bonds held by such Holder, unless such
Holder agrees to a different treatment of such Claim.

Class 1F Claims are impaired.

Class 2: Secured GO Debt Claims, subclassified as follows:

Class 2A4: Secured GO Series 2010 Claims.

On the Effective Date, (a) the Secured GO Series 2010 Claims shall be deemed Allowed in the aggregate
amount of $252,475,366 and (b) each Holder of an Allowed Secured GO Series 2010 Claim shall have its
Allowed Secured GO Series 2010 Claim Reinstated, unless such Holder agrees to a different treatment of
such Claim.

Class 2A Claims are unimpaired.
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Class 2B: Secured GO Series 2010(4) Claims.

On the Effective Date, (a) the Secured GO Series 2010(A) Claims shall be deemed Allowed in the
aggregate amount of $101,707,848 and (b) each Holder of an Allowed Secured GO Series 2010(A) Claim
shall have its Allowed Secured GO Series 2010(A) Claim Reinstated, unless such Holder agrees to a
different treatment of such Claim.

Class 2B Claims are unimpaired.
Class 2C: Secured GO Series 2012(A)(2) Claims.

On the Effective Date, (a) the Secured GO Series 2012(A)(2) Claims shall be deemed Allowed in the
aggregate amount of $39,254,171 and (b) each Holder of an Allowed Secured GO Series 2012(A)(2)
Claim shall have its Allowed Secured GO Series 2012(A)(2) Claim Reinstated, unless such Holder agrees
to a different treatment of such Claim.

Class 2C Claims are unimpaired.
Class 2D: Secured GO Series 2012(A2-B) Claims.

On the Effective Date, (a) the Secured GO Series 2012(A2-B) Claims shall be deemed Allowed in the
aggregate amount of $54,055,927 and (b) each Holder of an Allowed Secured GO Series 2012(A2-B)
Claim shall have its Allowed Secured GO Series 2012(A2-B) Claim Reinstated, unless such Holder
agrees to a different treatment of such Claim.

Class 2D Claims are unimpaired.

Class 2E: Secured GO Series 2012(B) Claims.

On the Effective Date, (a) the Secured GO Series 2012(B) Claims shall be deemed Allowed in the
aggregate amount of $6,469,135 and (b) each Holder of an Allowed Secured GO Series 2012(B) Claim
shall have its Allowed Secured GO Series 2012(B) Claim Reinstated, unless such Holder agrees to a
different treatment of such Claim.

Class 2E Claims are unimpaired.

Class 2F: Secured GO Series 2012(B2) Claims.

On the Effective Date, (a) the Secured GO Series 2012(B2) Claims shall be deemed Allowed in the
aggregate amount of $31,037,724 and (b) each Holder of an Allowed Secured GO Series 2012(B2) Claim
shall have its Allowed Secured GO Series 2012(B2) Claim Reinstated, unless such Holder agrees to a
different treatment of such Claim.

Class 2F Claims are unimpaired.

Class 3: Other Secured Claims

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

Class 3 Claims are unimpaired.

Class 4. HUD Installment Note Claims

On the Effective Date, (a) the HUD Installment Note Claims shall be deemed Allowed in the aggregate
amount of $90,075,004 and (b) each Holder of a HUD Installment Note Claim shall have its Allowed
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HUD Installment Note Claim Reinstated, unless such Holder agrees to a different treatment of such
Claim.

Class 4 Claims are unimpaired.

Class 5: COP Swap Claims

The COP Swap Claims shall be deemed Allowed as Secured Claims, which, solely for purposes of
distributions from the City, will be equal to the Distribution Amount.

Each Holder of an Allowed COP Swap Claim, in full satisfaction of such Allowed Claim, shall receive,
either: (a) within thirty days following the Effective Date, the Net Amount in full in cash, provided that
until paid in cash in full, such Secured Claims will remain secured by the Pledged Property; or (b) solely
in the case of a Liquidity Event, the Net Amount in cash in full within 180 days following the Effective
Date, provided that (i) other than with respect to net proceeds used to repay the Postpetition Financing
Agreement, to the extent permitted by law but without taking into consideration any limitations imposed
by the City, including in any ordinance or resolution of the City, the first dollars of any net cash proceeds
of any financing or refinancing consummated in connection with, or subsequent to, the consummation of
such Plan and either (A) supported by the full faith and credit of the City or (B) payable from the general
fund of the City, will be used to pay the Net Amount, (ii) the City will continue to comply with its
obligations under the COP Swap Settlement and the COP Swap Settlement Approval Order until the Net
Amount is paid in cash in full, (iii) until paid in cash in full, such Secured Claims will remain secured by
the Pledged Property, (iv) from and after the Effective Date, the unpaid Net Amount will accrue interest
at the rate applicable to obligations under the Postpetition Financing Agreement plus 1.5% with the
interest obligation likewise being secured by the Pledged Property, and (v) the COP Swap Counterparties
will receive from the City on the Effective Date a deferral fee in cash equal to 1.0% of the Net Amount to
be shared equally between them.

Class 5 Claims are impaired.

Class 6: Parking Bond Claims

On the Effective Date, (a) the Parking Bond Claims shall be deemed Allowed in the amount of
$8,099,287 and (b) each Holder of an Allowed Parking Bond Claim shall have its Allowed Parking Bond
Claim Reinstated, unless such Holder agrees to a different treatment of such Claim.

Class 6 Claims are unimpaired.

Class 7: Limited Tax General Obligation Bond Claims

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

Class 7 Claims are impaired.

Class 8: Unlimited Tax General Obligation Bond Claims

Unless such Holder agrees to a different treatment of such Claim, each Holder of an Allowed Unlimited
Tax General Obligation Bond Claim, in full satisfaction of such Allowed Claim, shall receive its Pro Rata
share of Plan UTGO Notes on or as soon as reasonably practicable after the Effective Date.
The maturity(ies) of the Plan UTGO Notes shall be no longer than the existing maturity(ies) of each
series of Unlimited Tax General Obligation Bonds receiving Plan UTGO Notes. The Plan UTGO Notes
shall contain such other terms as will result in each Holder of an Allowed Unlimited Tax General
Obligation Bond Claim receiving a payment stream, the present value of which is equal to approximately
15% of such Holder's Allowed Unlimited Tax General Obligation Bond Claim as of the Effective Date.

Class 8 Claims are impaired.
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Class 9: COP Claims

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

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

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

Each beneficial holder of COPs shall receive the following treatment on account of its COP Claims
unless such holder agrees to a different treatment of such Claims:

On the Effective Date, the City shall establish the Disputed COP Claims Reserve. The Disputed COP
Claims Reserve shall contain no less than (a) an Unsecured Pro Rata Share of New B Notes, calculated as
if such Disputed COP Claims were Allowed (i) in an amount equal to the aggregate unpaid principal
amount as of the Petition Date for the COPs not subject to the Plan COP Settlement or (ii) in such lesser
amount as may be required by an order of the Bankruptcy Court, and (b) any distributions made on
account of New B Notes held in the Disputed COP Claims Reserve.

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

Class 9 Claims are impaired.

Class 10: PFRS Pension Claims

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

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

During the period that ends no earlier than June 30, 2023, the pension benefits payable to each Holder of
a PFRS Pension Claim shall be equal to the PFRS Adjusted Pension Amount for such Holder, provided
that such PFRS Adjusted Pension Amount shall be (a) automatically reduced by the DIA Proceeds
Default Amount in the event of a DIA Proceeds Payment Default and (b) increased by any PFRS
Restoration Payment.

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

The composition of the board of trustees of the PFRS and the manner in which it is operated and
administered shall be consistent with the terms of the PFRS Trust Agreement. The PFRS Trust
Agreement shall provide, inter alia, for a new seven-person board of trustees, five of whom will be
independent fiduciaries with appropriate qualifications to serve as trustees to a multi-billion dollar
pension fund, as well as a retiree representative and active employee representative trustee.

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

The State Contribution Agreement, the effectiveness of which is contingent upon the acceptance of the
Plan by Classes 10 and 11, shall include the following principal terms: (a) the State will distribute the
State Contribution for the benefit of Holders of Pension Claims; and (b) if the release set forth at
Section II11.D.7.b of the Plan is not approved by the Bankruptcy Court, Non-Accepting Holders shall not
be entitled to the State Settlement Benefit Amount as part of such Holder's PFRS Adjusted Pension
Amount.

Class 10 Claims are impaired.

Class 11: GRS Pension Claims

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

During the period that ends on June 30, 2023, the board of trustees of the GRS, or the trustees of any
successor trust or pension plan, shall adopt and maintain an investment return assumption and discount
rate for purposes of determining the assets and liabilities of the GRS that shall not be higher than 6.25%.
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During the period that ends no earlier than June 30, 2023, subject to the Annuity Savings Fund
recoupment set forth in Section I11.B.3.u.ii.D of the Plan, the pension benefits payable to each Holder of a
GRS Pension Claim shall be equal to the GRS Adjusted Pension Amount for such Holder, provided that
such GRS Adjusted Pension Amount shall be (a) automatically reduced by the DIA Proceeds Default
Amount in the event of a DIA Proceeds Payment Default and (b) increased by any GRS Restoration
Payment.

The value of Annuity Savings Fund accounts maintained by Holders of GRS Pension Claims who are
Active ASF Participants will be recalculated by applying the Actual Return. The difference between
(a) the value of an Active ASF Participant's Annuity Savings Fund account after application of the Actual
Return and (b) the actual value of an Active ASF Participant's Annuity Savings Fund account as of
June 30, 2014, shall be deducted from the Active ASF Participant's Annuity Savings Fund account and
included in GRS assets to support and pay GRS Adjusted Pension Amounts.

The value of Annuity Savings Fund accounts of Holders of GRS Pension Claims who are ASF
Distribution Recipients will be recalculated by applying the Actual Return. The difference between
(a) the value of an ASF Distribution Recipient's Annuity Savings Fund account after application of the
Actual Return and (b) the actual value of an ASF Distribution Recipient's Annuity Savings Fund account
as of June 30, 2013, will be converted into an annual annuity amount based on the ASF Distribution
Recipient's life expectancy and other actuarial factors, and then deducted from the ASF Distribution
Recipient's GRS Adjusted Pension Amount.

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

The composition of the board of trustees of the GRS and the manner in which it is operated and
administered shall be consistent with the terms of the GRS Trust Agreement. The GRS Trust Agreement
shall provide, inter alia, for a new seven-person board of trustees, five of whom are independent
fiduciaries with appropriate qualifications to serve as trustees to a multi-billion dollar pension fund, as
well as a retiree representative and active employee representative trustee.

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

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

The State Contribution Agreement, the effectiveness of which is contingent upon the acceptance of the
Plan by Classes 10 and 11, shall include the following principal terms: (a) the State will distribute the
State Contribution for the benefit of Holders of Pension Claims; and (b) if the release set forth at
Section I11.D.7.b of the Plan is not approved by the Bankruptcy Court, Non-Accepting Holders shall not
be entitled to the State Settlement Benefit Amount as part of such Holder's GRS Adjusted Pension
Amount.

-35-
13-53846-swr Doc 3382 Filed 03/31/14 Entered 03/31/14 18:36:38 Page 48 of 162



Class 11 Claims are impaired.

Class 12: OPEB Claims

Establishment of VEBA: On or as soon as practicable following the Effective Date, the City will
establish the Detroit VEBA to provide health care, life and other legally authorized welfare benefits to
Detroit VEBA Beneficiaries and certain of their dependents and future City retirees. The Detroit VEBA
will be governed by a board of trustees that will be responsible for, among other things, management of
property held by the Detroit VEBA, administration of the Detroit VEBA and determination of the level of
and distribution of benefits to Detroit VEBA Beneficiaries. The Detroit VEBA Trust Agreement and
related plan documentation will be substantially in the form set forth on Exhibit I.A.71 to the Plan, and
shall, among other things, identify the members of the Detroit VEBA's initial board of trustees.

Distributions to VEBA: Promptly after the Detroit VEBA is established, the City shall: (a) distribute an
Unsecured Pro Rata Share of New B Notes to the Detroit VEBA in full satisfaction of the Allowed OPEB
Claims, provided that the value of the Unsecured Pro Rata Share of New B Notes to be distributed to the
Detroit VEBA shall be reduced by the amount of the Postpetition OPEB Payments; and (b) direct the
trustees of the Employee Death Benefit Plan to terminate that plan and transfer all assets (net of expenses
of termination) to the Detroit VEBA. The City shall have no responsibility following the Effective Date
to provide life insurance or death benefits to current or former employees.

Class 12 Claims are impaired.

Class 13: Downtown Development Authority Claims

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

Class 13 Claims are impaired.

Class 14: Other Unsecured Claims

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

Class 14 Claims are impaired.

Class 15: Convenience Claims

Each Holder of an Allowed Convenience Claim, in full satisfaction of such Allowed Claim, shall receive
Cash equal to the amount of 25% of such Allowed Claim (as reduced, if applicable, pursuant to an
election by such Holder in accordance with Section 1.A.50 of the Plan) on or as soon as reasonably
practicable after the Effective Date, unless such Holder agrees to a different treatment of such Claim.

Class 15 Claims are impaired.

Class 16: Subordinated Claims

On the Effective Date, all Subordinated Claims shall be disallowed, extinguished and discharged without
Distribution under the Plan, and Holders of Subordinated Claims shall not receive or retain any property
on account of such Claims. Pursuant to section 1126(g) of the Bankruptcy Code, Class 16 is deemed to
have rejected the Plan and Holders of Subordinated Claims are not entitled to cast a Ballot in respect of
such Claims.

Class 16 Claims are impaired.
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C. Treatment of Executory Contracts and Unexpired Leases
1. Assumption

Except as otherwise provided in the Plan, in any contract, instrument, release or other agreement or document
entered into in connection with the Plan or in a Final Order of the Bankruptcy Court, or as requested in any motion Filed by
the City on or prior to the Effective Date, on the Effective Date, pursuant to section 365 of the Bankruptcy Code, the City
will be deemed to assume all Executory Contracts and Unexpired Leases to which it is a party.

2. Assumption of Ancillary Agreements

Each Executory Contract and Unexpired Lease assumed pursuant to Section II.D.1 of the Plan will include any
modifications, amendments, supplements, restatements or other agreements made directly or indirectly by any agreement,
instrument or other document that in any manner affects such Executory Contract or Unexpired Lease, unless any such
modification, amendment, supplement, restatement or other agreement is rejected pursuant to Section I11.D.6 of the Plan or
designated for rejection in accordance with Section I11.D.3 of the Plan.

3. Approval of Assumptions and Assignments

The Confirmation Order will constitute an order of the Bankruptcy Court approving the assumption of Executory
Contracts and Unexpired Leases pursuant to Sections II.D.1 and I1.D.2 of the Plan (and any related assignment) as of the
Effective Date, except for Executory Contracts or Unexpired Leases that (a) have been rejected pursuant to a Final Order of
the Bankruptcy Court, (b) are subject to a pending motion for reconsideration or appeal of an order authorizing the rejection
of such Executory Contract or Unexpired Lease, (c) are subject to a motion to reject such Executory Contract or Unexpired
Lease Filed on or prior to the Effective Date, (d) are rejected pursuant to Section I1.D.6 of the Plan or (e) are designated for
rejection in accordance with the last sentence of this paragraph. An order of the Bankruptcy Court (which may be the
Confirmation Order) entered on or prior to the Confirmation Date will specify the procedures for providing notice to each
party whose Executory Contract or Unexpired Lease is being assumed pursuant to the Plan of: (a) the Executory Contract
or Unexpired Lease being assumed; (b) the Cure Amount Claim, if any, that the City believes it would be obligated to pay
in connection with such assumption; (c) any assignment of an Executory Contract or Unexpired Lease; and (d) the
procedures for such party to object to the assumption of the applicable Executory Contract or Unexpired Lease, the amount
of the proposed Cure Amount Claim or any assignment of an Executory Contract or Unexpired Lease. If an objection to a
proposed assumption, assumption and assignment or Cure Amount Claim is not resolved in favor of the City, the applicable
Executory Contract or Unexpired Lease may be designated by the City for rejection, which shall be deemed effective as of
the Effective Date.

4. Payments Related to the Assumption of Executory Contracts and Unexpired Leases

To the extent that such Claims constitute monetary defaults, the Cure Amount Claims associated with each
Executory Contract or Unexpired Lease to be assumed pursuant to the Plan will be satisfied, pursuant to section 365(b)(1)
of the Bankruptcy Code, at the option of the City: (a) by payment of the Cure Amount Claim in Cash on the Effective Date
or (b) on such other terms as are agreed to by the parties to such Executory Contract or Unexpired Lease. If there is a
dispute regarding: (a) the amount of any Cure Amount Claim, (b) the ability of the City or any assignee to provide
"adequate assurance of future performance" (within the meaning of section 365 of the Bankruptcy Code) under the contract
or lease to be assumed or (c) any other matter pertaining to the assumption of such contract or lease, the payment of any
Cure Amount Claim required by section 365(b)(1) of the Bankruptcy Code will be made within 30 days following the entry
of a Final Order resolving the dispute and approving the assumption.

5. Contracts and Leases Entered Into After the Petition Date

Contracts, leases and other agreements entered into after the Petition Date by the City, including (a) any Executory
Contracts or Unexpired Leases assumed by the City and (b) the collective bargaining agreements identified on
Exhibit I1.D.5 to the Plan, will be performed by the City in the ordinary course of its business. Accordingly, such contracts
and leases (including any assumed Executory Contracts or Unexpired Leases) will survive and remain unaffected by entry
of the Confirmation Order.
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6. Rejection of Executory Contracts and Unexpired Leases

On the Effective Date, each Executory Contract and Unexpired Lease that is listed on Exhibit I1.D.6 to the Plan
shall be deemed rejected pursuant to section 365 of the Bankruptcy Code. The Confirmation Order will constitute an order
of the Bankruptcy Court approving such rejections, pursuant to section 365 of the Bankruptcy Code, as of the later of:
(a) the Effective Date or (b) the resolution of any objection to the proposed rejection of an Executory Contract or Unexpired
Lease. Each contract or lease listed on Exhibit I1.D.6 to the Plan shall be rejected only to the extent that any such contract
or lease constitutes an Executory Contract or Unexpired Lease. The City reserves its right, at any time on or prior to the
Effective Date, to amend Exhibit I1.D.6 to the Plan to delete any Executory Contract or Unexpired Lease therefrom, thus
providing for its assumption pursuant to Section II.D.1 of the Plan, or add any Executory Contract or Unexpired Lease
thereto, thus providing for its rejection pursuant to this Section I1.D.6 of the Plan. The City will provide notice of any
amendments to Exhibit I1.D.6 to the Plan to the parties to the Executory Contracts or Unexpired Leases affected thereby
and to the parties on the then applicable service list in the Chapter 9 Case. Listing a contract or lease on Exhibit I1.D.6 to
the Plan shall not constitute an admission by the City that such contract or lease is an Executory Contract or Unexpired
Lease or that the City has any liability thereunder. Any Claims arising from the rejection of an Executory Contract or
Unexpired Lease pursuant to the Plan shall be treated as Class 14 Claims (Other Unsecured Claims), subject to the
provisions of section 502 of the Bankruptcy Code.

7. Rejection Damages Bar Date

Except as otherwise provided in a Final Order of the Bankruptcy Court approving the rejection of an Executory
Contract or Unexpired Lease, Claims arising out of the rejection of an Executory Contract or Unexpired Lease must be
Filed with the Bankruptcy Court and served upon counsel to the City on or before the later of: (a) 30 days after the
Effective Date; or (b) 30 days after such Executory Contract or Unexpired Lease is rejected pursuant to a Final Order or
designated for rejection in accordance with Section I1.D.3 of the Plan. Any Claims not Filed within such applicable time
periods will be forever barred from receiving a Distribution from, and shall not be enforceable against, the City.

8. Preexisting Obligations to the City Under
Rejected Executory Contracts and Unexpired Leases

Rejection of any Executory Contract or Unexpired Lease pursuant to the Plan or otherwise shall not constitute a
termination of preexisting obligations owed to the City under such contract or lease. Notwithstanding any applicable
non-bankruptcy law to the contrary, the City expressly reserves and does not waive any right to receive, or any continuing
obligation of a non-City party to provide, warranties, indemnifications or continued maintenance obligations on goods
previously purchased, or services previously received, by the City from non-City parties to rejected Executory Contracts or
Unexpired Leases, and any such rights shall remain vested in the City as of the Effective Date.

9. Insurance Policies

From and after the Effective Date, each of the City's insurance policies (other than welfare benefits insurance
policies) in existence as of or prior to the Effective Date shall be reinstated and continue in full force and effect in
accordance with its terms and, to the extent applicable, shall be deemed assumed by the City pursuant to section 365 of the
Bankruptcy Code and Section II.D.1 of the Plan. Nothing contained herein shall constitute or be deemed a waiver of any
Causes of Action that the City may hold against any Entity, including any insurer under any of the City's insurance policies.
For the avoidance of doubt, no bond insurance policies shall be construed as City insurance policies. For the avoidance of
doubt, nothing contained in Section II1.D.9 of the Plan shall apply to reinstate or continue any obligation of the City or any
fund thereof to any Bond Insurer.

D. Effectiveness of the Plan

The Plan shall become effective on the Effective Date. Any actions required to be taken on the Effective Date
shall take place and shall be deemed to have occurred simultaneously, and no such action shall be deemed to have occurred
prior to the taking of any other such action.

1. Conditions Precedent to the Effective Date

The Effective Date will not occur, and the Plan will not be consummated, unless and until the City has determined
that all of following conditions have been satisfied or waived in accordance with Section II1.B of the Plan:
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e The Bankruptcy Court shall have entered the Confirmation Order in form and substance satisfactory to
the City.

e The Bankruptcy Court shall have entered an order (which may be included in the Confirmation Order)
approving and authorizing the City to take all actions necessary or appropriate to implement the Plan,
including the transactions contemplated by the Plan and the implementation and consummation of the
contracts, instruments, settlements, releases and other agreements or documents entered into or delivered
in connection with the Plan.

e The Confirmation Order shall not be stayed in any respect.

e All actions and all contracts, instruments, settlements, releases and other agreements or documents
necessary to implement the terms and provisions of the Plan are effected or executed and delivered, as
applicable, in form and substance satisfactory to the City.

e All authorizations, consents and regulatory approvals, if any, required in connection with the
consummation of the Plan have been obtained and not revoked.

e Any legislation that must be passed by the Michigan Legislature to effect any term of the Plan shall have
been enacted.

e The Plan and all Exhibits shall have been Filed and shall not have been materially amended, altered or
modified from the Plan as confirmed by the Confirmation Order, unless such material amendment,
alteration or modification has been made in accordance with Section VIII.A of the Plan.

e If Classes 10 and 11 have accepted the Plan, all conditions to the effectiveness of the State Contribution
Agreement and the DIA Settlement Documents have been satisfied.

e The Effective Date shall have occurred within 180 days of the entry of the Confirmation Order, unless the
City requests an extension of such deadline and such deadline is extended by the Bankruptcy Court.

2. Waiver of Conditions to the Effective Date

The conditions to the Effective Date set forth in Section III.A of the Plan may be waived in whole or part at any
time by the City in its sole and absolute discretion.

3. Effect of Nonoccurrence of the Effective Date

If each of the conditions to the Effective Date is not satisfied, or duly waived in accordance with Section III.B of
the Plan, then upon motion by the City made before the time that each of such conditions has been satisfied and upon notice
to such parties in interest as the Bankruptcy Court may direct, the Confirmation Order will be vacated by the Bankruptcy
Court; provided, however, that, notwithstanding the Filing of such motion, the Confirmation Order may not be vacated if
each of the conditions to the Effective Date is satisfied before the Bankruptcy Court enters an order granting such motion.
If the Confirmation Order is vacated pursuant to Section III.C of the Plan: (a) the Plan will be null and void in all respects,
including with respect to (i) the discharge of Claims pursuant to section 944(b) of the Bankruptcy Code, (ii) the
assumptions, assignments or rejections of Executory Contracts and Unexpired Leases pursuant to Section II.D of the Plan
and (iii) the releases described in Section III1.D.7 of the Plan; and (b) nothing contained in the Plan, nor any action taken or
not taken by the City with respect to the Plan, the Disclosure Statement or the Confirmation Order, will be or will be
deemed to be (i) a waiver or release of any Claims by or against the City, (ii) an admission of any sort by the City or any
other party in interest or (iii) prejudicial in any manner the rights of the City or any other party in interest.

4. Request for Waiver of Automatic Stay of Confirmation Order
The Plan shall serve as a motion seeking a waiver of the automatic stay of the Confirmation Order imposed by

Bankruptcy Rule 3020(e). Any objection to this request for waiver shall be Filed and served on the parties listed in Section
VIILL of the Plan on or before the Voting Deadline.
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E. Effects of Confirmation
1. Binding Effect

Pursuant to section 944(a) of the Bankruptcy Code, on and after the Effective Date, the provisions of the Plan shall
bind all Holders of Claims, and their respective successors and assigns, whether or not the Claim of any such Holder is
Impaired under the Plan and whether or not such Holder has accepted the Plan. The releases and settlements effected under
the Plan will be operative, and subject to enforcement by the Bankruptcy Court, from and after the Effective Date,
including pursuant to the injunctive provisions of the Plan. Once approved, the compromises and settlements embodied in
the Plan, along with the treatment of any associated Allowed Claims, shall not be subject to any collateral attack or other
challenge by any Entity in any court or other forum. As such, any Entity that opposes the terms of any compromise and
settlement set forth in the Plan must (a) challenge such compromise and settlement prior to Confirmation of the Plan and
(b) demonstrate appropriate standing to object and that the subject compromise and settlement does not meet the standards
governing bankruptcy settlements under Bankruptcy Rule 9019 and other applicable law.

2. Dissolution of Official Committees

Following the Effective Date, the Retiree Committee, to the extent not previously dissolved or disbanded, will
dissolve and disband, and the members of the Retiree Committee and their respective professionals will cease to have any
role arising from or related to the Chapter 9 Case, provided, however, that, if and only if the Retiree Committee is the
Creditor Representative under the Plan, the Retiree Committee shall continue to exist solely for the purposes of objecting to
or otherwise asserting the City's or its creditors' rights with respect to Disputed COP Claims pursuant to Section I1.B.3.s.i of
the Plan. If the Retiree Committee is the Creditor Representative, it shall be disbanded upon the final resolution of all
Disputed COP Claims or pursuant to an order of the Bankruptcy Court, which order may be sought by the City for good
cause shown. All fees and expenses of the Creditor Representative shall be subject to the approval of the City. All disputes
relating to the approval of fees and expenses shall be determined by the Bankruptcy Court. No party to any such dispute
shall have any right to appeal an order of the Bankruptcy Court resolving any such dispute.

3. Preservation of Rights of Action by the City

Except as otherwise provided in the Plan or in any contract, instrument, release or other agreement entered into or
delivered in connection with the Plan, in accordance with section 1123(b)(3)(B) of the Bankruptcy Code, the City will
retain and may enforce any claims, demands, rights, defenses and Causes of Action that it may hold against any Entity, to
the extent not expressly released under the Plan or pursuant to any Final Order of the Bankruptcy Court. A nonexclusive
schedule of currently pending actions and claims brought by the City is attached as Exhibit II1.D.2 to the Plan. The City's
inclusion of, or failure to include, any right of action or claim on Exhibit II1.D.2 to the Plan shall not be deemed an
admission, denial or waiver of any claims, demands, rights or Causes of Action that the City may hold against any Entity,
and all Entities are hereby notified that the City intends to preserve all such claims, demands, rights or Causes of Action.

4. Comprehensive Settlement of Claims and Controversies

Pursuant to Bankruptcy Rule 9019 and in consideration for the distributions and other benefits provided under the
Plan, the provisions of the Plan will constitute a good faith compromise and settlement of all claims or controversies
relating to the rights that a holder of a Claim may have with respect to any Allowed Claim or any Distribution to be made
pursuant to the Plan on account of any Allowed Claim. The entry of the Confirmation Order will constitute the Bankruptcy
Court's approval, as of the Effective Date, of the compromise or settlement of all such claims or controversies and the
Bankruptcy Court's finding that all such compromises or settlements are (a) in the best interests of the City, its property and
Claim Holders and (b) fair, equitable and reasonable. For the avoidance of doubt, Section III.D.3 of the Plan shall not
affect or limit the application of section 509 of the Bankruptcy Code or any similar doctrine to Bond Insurance Policy
Claims.

S. Discharge of Claims
(a) Complete Satisfaction, Discharge and Release.
Except as provided in the Plan or in the Confirmation Order, the rights afforded under the Plan and the treatment

of Claims under the Plan will be in exchange for and in complete satisfaction, discharge and release of all Claims arising on
or before the Effective Date, including any interest accrued on Claims from and after the Petition Date. Except as provided
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in the Plan or in the Confirmation Order, Confirmation will, as of the Effective Date, discharge the City from all Claims or
other debts that arose on or before the Effective Date, and all debts of the kind specified in section 502(g), 502(h) or 502(i)
of the Bankruptcy Code, whether or not (i) a proof of Claim based on such debt is Filed or deemed Filed pursuant to section
501 of the Bankruptcy Code, (ii) a Claim based on such debt is allowed pursuant to section 502 of the Bankruptcy Code or
(iii) the Holder of a Claim based on such debt has accepted the Plan.

(b) Discharge

In accordance with Section III.D.4.a of the Plan, except as expressly provided otherwise in the Plan or the
Confirmation Order, the Confirmation Order will be a judicial determination, as of the Effective Date, of a discharge of all
Claims and other debts and Liabilities against the City, pursuant to sections 524(a)(1), 524(a)(2) and 944(b) of the
Bankruptcy Code, and such discharge will void any judgment obtained against the City at any time, to the extent that such
judgment relates to a discharged Claim; provided that such discharge will not apply to (i) Claims specifically exempted
from discharge under the Plan; and (ii) Claims held by an Entity that, before the Confirmation Date, had neither notice nor
actual knowledge of the Chapter 9 Case.

6. Injunction
On the Effective Date, except as otherwise provided herein or in the Confirmation Order,

e All Entities that have been, are or may be holders of Claims against the City, Indirect 36th District
Court Claims or Indirect Employee Indemnity Claims, along with their Related Entities, shall be
permanently enjoined from taking any of the following actions against or affecting the City or its
property, DIA Corp. or its property, the DIA Assets, the Released Parties or their respective
property, the GLWA and its property (if a DWSD Transaction is consummated on or prior to the
Effective Date) and the Related Entities of each of the foregoing, with respect to such claims (other
than actions brought to enforce any rights or obligations under the Plan and appeals, if any, from
the Confirmation Order):

o commencing, conducting or continuing in any manner, directly or indirectly, any suit, action or
other proceeding of any kind against or affecting the City or its property (including (a) all suits,
actions and proceedings that are pending as of the Effective Date, which must be withdrawn or
dismissed with prejudice, (b) Indirect 36th District Court Claims and (c) Indirect Employee
Indemnity Claims). For the avoidance of doubt, because, under Michigan law, the City is
solely responsible for funding the 36th District Court and because the City owns certain
property located in the 36th District Court, actions taken against the 36th District Court
and/or its property constitute indirect actions against the City and/or its property.

o enforcing, levying, attaching, collecting or otherwise recovering by any manner or means,
directly or indirectly, any judgment, award, decree or order against the City or its property.

o creating, perfecting or otherwise enforcing in any manner, directly or indirectly, any
encumbrance of any kind against the City or its property.

o asserting any setoff, right of subrogation or recoupment of any kind, directly or indirectly,
against any obligation due the City or its property.

o proceeding in any manner in any place whatsoever that does not conform to or comply with the
provisions of the Plan or the settlements set forth herein to the extent such settlements have
been approved by the Bankruptcy Court in connection with Confirmation of the Plan.

o taking any actions to interfere with the implementation or consummation of the Plan.

e All Entities that have held, currently hold or may hold any Liabilities released or exculpated
pursuant to the Plan will be permanently enjoined from taking any of the following actions against
the State, the State Related Entities and the Released Parties or any of their respective property on
account of such released Liabilities: (a) commencing, conducting or continuing in any manner,
directly or indirectly, any suit, action or other proceeding of any kind; (b) enforcing, levying,
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attaching, collecting or otherwise recovering by any manner or means, directly or indirectly, any
judgment, award, decree or order; (c) creating, perfecting or otherwise enforcing in any manner,
directly or indirectly, any lien; (d) asserting any setoff, right of subrogation or recoupment of any
kind, directly or indirectly, against any obligation due the State, a State Related Entity or a
Released Party; and (e) commencing or continuing any action, in any manner, in any place that
does not comply with or is inconsistent with the provisions of the Plan.

7. Exculpation.

From and after the Effective Date, to the fullest extent permitted under applicable law, neither the City, its Related
Entities (including the members of the City Council, the Mayor and the Emergency Manager), to the extent a claim arises
from actions taken by such Related Entity in its capacity as a Related Entity of the City, the State, the State Related
Entities, nor the Released Parties shall have or incur any liability to any person or Entity for any act or omission in
connection with, relating to or arising out of the City's restructuring efforts and the Chapter 9 Case, including the
authorization given to file the Chapter 9 Case, the formulation, preparation, negotiation, dissemination, consummation,
implementation, confirmation or approval (as applicable) of the Plan, the property to be distributed under the Plan, the
settlements implemented under the Plan, the Exhibits, the Disclosure Statement, any contract, instrument, release or other
agreement or document provided for or contemplated in connection with the consummation of the transactions set forth in
the Plan or the management or operation of the City; provided, however, that the foregoing provisions shall not affect the
liability of the City, its Related Entities, the State, the State Related Entities and the Released Parties that otherwise would
result from any such act or omission to the extent that such act or omission is determined in a Final Order to have
constituted gross negligence or willful misconduct or any act or omission occurring before the Petition Date. The City, its
Related Entities (with respect to actions taken by such Related Entities in their capacities as Related Entities of the City),
the State, the State Related Entities and the Released Parties shall be entitled to rely upon the advice of counsel and
financial advisors with respect to their duties and responsibilities under, or in connection with, the Chapter 9 Case, the
administration thereof and the Plan.

8. Releases

Without limiting any other applicable provisions of, or releases contained in, the Plan or any contracts,
instruments, releases, agreements or documents to be entered into or delivered in connection with the Plan, as of the
Effective Date, in consideration for the obligations of the City under the Plan and the consideration and other contracts,
instruments, releases, agreements or documents to be entered into or delivered in connection with the Plan (including the
State Contribution Agreement):

e cach holder of a Claim that votes in favor of the Plan, to the fullest extent permissible under law, will be
deemed to forever release, waive and discharge all Liabilities in any way relating to the City, the
Chapter 9 Case, the Plan, the Exhibits or the Disclosure Statement that such entity has, had or may have
against the City, its Related Entities, the State, the State Related Entities and the Released Parties (which
release will be in addition to the discharge of Claims provided herein and under the Confirmation Order
and the Bankruptcy Code), provided, however, that the foregoing provisions shall not affect the liability
of the City, its Related Entities and the Released Parties that otherwise would result from any act or
omission to the extent that act or omission subsequently is determined in a Final Order to have constituted
gross negligence or willful misconduct; and

o if the State Contribution Agreement is consummated, each holder of a Pension Claim will be deemed to
forever release, waive and discharge all Liabilities arising from or related to the City, the Chapter 9 Case,
the Plan, all Exhibits, the Disclosure Statement, PA 436 and its predecessor or replacement statutes, and
Article IX, § 24 of the Michigan Constitution that such party has, had or may have against the State and
any State Related Entities.

The City believes that the provisions of the releases contemplated in this Section III.E comply with applicable
Sixth Circuit law.

F. Retention of Jurisdiction by the Bankruptcy Court

Pursuant to sections 105(c), 945 and 1142(b) of the Bankruptcy Code and notwithstanding entry of the
Confirmation Order and the occurrence of the Effective Date, the Bankruptcy Court will retain exclusive jurisdiction over
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all matters arising out of, and related to, the City's chapter 9 case and the Plan to the fullest extent permitted by law,
including, among other things, jurisdiction to:

Allow, disallow, estimate, determine, liquidate, reduce, classify, re-classify, estimate or establish the
priority or secured or unsecured status of any Claim, including the resolution of any request for payment
of any Administrative Claim and the resolution of any and all objections to the amount, allowance,
priority or classification of Claims;

Enforce the term (maturity) of the collective bargaining agreements identified on Exhibit II.D.5 to the
Plan, notwithstanding any state law to the contrary;

Resolve any matters related to the assumption, assignment or rejection of any Executory Contract or
Unexpired Lease and to hear, determine and, if necessary, liquidate any Claims arising therefrom,
including claims for payment of any cure amount;

Ensure that Distributions to Holders of Allowed Claims are accomplished pursuant to the provisions of
the Plan;

Adjudicate, decide or resolve any motions, adversary proceedings, contested or litigated matters and any
other matters, and grant or deny any applications involving the City that may be pending on the Effective
Date or brought thereafter;

Enter such orders as may be necessary or appropriate to implement or consummate the provisions of the
Plan and all contracts, instruments, releases and other agreements or documents entered into or delivered
in connection with the Plan, the Disclosure Statement or the Confirmation Order;

Resolve any cases, controversies, suits or disputes that may arise in connection with the consummation,
interpretation or enforcement of the Plan or any contract, instrument, release or other agreement or
document that is entered into or delivered pursuant to the Plan or any Entity's rights arising from or
obligations incurred in connection with the Plan or such documents;

Approve any modification of the Plan or approve any modification of the Confirmation Order or any
contract, instrument, release or other agreement or document created in connection with the Plan or the
Confirmation Order, or remedy any defect or omission or reconcile any inconsistency in any order, the
Plan, the Confirmation Order or any contract, instrument, release or other agreement or document created
in connection with the Plan or the Confirmation Order, or enter any order in aid of confirmation pursuant
to sections 945 and 1142(b) of the Bankruptcy Code, in such manner as may be necessary or appropriate
to consummate the Plan;

Issue injunctions, enforce the injunctions contained in the Plan and the Confirmation Order, enter and
implement other orders or take such other actions as may be necessary or appropriate to restrain
interference by any Entity with consummation, implementation or enforcement of the Plan or the
Confirmation Order;

Enter and implement such orders as are necessary or appropriate if the Confirmation Order is for any
reason or in any respect modified, stayed, reversed, revoked or vacated or Distributions pursuant to the
Plan are enjoined or stayed;

Determine any other matters that may arise in connection with or relate to the Plan, the Disclosure
Statement, the Confirmation Order or any contract, instrument, release or other agreement or document

entered into or delivered in connection with the Plan, the Disclosure Statement or the Confirmation
Order;

Enforce or clarify any orders previously entered by the Bankruptcy Court in the Chapter 9 Case;

Enter a final decree closing the Chapter 9 Case pursuant to section 945(b) of the Bankruptcy Code; and
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e Hear any other matter over which the Bankruptcy Court has jurisdiction under the provisions of the
Bankruptcy Code and the Bankruptcy Rules subject to any limits on the Bankruptcy Court's jurisdiction
and powers under sections 903 and 904 of the Bankruptcy Code.
IV.
MEANS OF IMPLEMENTATION OF THE PLAN
A. The New Notes

1. The New B Notes

On the Effective Date, the City shall issue the New B Notes and distribute them as set forth in the Plan.
The definitive documentation governing the New B Notes shall provide generally for the following terms:

e Obligation: The City's obligations with respect to the New B Notes shall be a general and unsecured
obligation of the City.

e [nitial Principal Amount: $650.0 million.
e [nterest Rate: 4.0%.
®  Maturity: 30 years.

e Amortization: Interest only for 10 years; amortization in 20 equal annual installments beginning on the
interest payment date nearest to the 11th anniversary from issuance.

B. Alternatives Related to DWSD
1. DWSD Remains a Department of the City
(a) Rates and Revenues

The DWSD will maintain Fiscal Year 2015 rate setting protocols for a minimum of five years, subject to certain
changes necessary to stabilize water and sewer revenues. Immediately following the Effective Date, the City will begin
planning a rate stability program for City residents. Such program may provide for affordability of retail rates to be taken
into account in the development of wholesale rates across the system.

(b)  DWSD CBAs

Collective bargaining agreements with respect to current DWSD employees that are in effect and not expired as of
the Effective Date will be assumed by the City.

(c) The New DWSD Bonds
If a DWSD transaction is not consummated, on the Effective Date, DWSD shall, as necessary, issue the New
DWSD Bonds and distribute them as set forth in the Plan. The definitive documentation governing the New DWSD Bonds
shall be filed with the Plan Supplement, and shall provide generally for the following:

e Principal: Equal to the amount of DWSD Bonds receiving New DWSD Bonds, plus amounts necessary
to pay expenses of the financing.

e [nterest rate: Calculated by reference to the Interest Rate Reset Chart attached as Exhibit .A.159 to the
Plan.

e  Maturity Dates: Equal to the existing maturity(ies) of each CUSIP of DWSD Bonds receiving New
DWSD Bonds.
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Prepayment: The City may prepay or redeem all or any portion of the New DWSD Bonds at any time at
its option and without penalty or premium.

Transfer of Assets: The City shall have the authority to permit the lease or transfer of assets currently
used in DWSD's operations to one or more new authorities formed to provide water and/or sewer services
provided that such transferee(s) assume the applicable portion of the then outstanding New DWSD
Bonds. In the event that such DWSD assets are leased or transferred, the definition of "operations and
maintenance expenses" in the documentation for the New DWSD Bonds shall be amended to (i) include
the amount of any lease payment payable to the City's General Fund; and (ii) exclude such amount from
the liens securing the New DWSD Bonds.

Other Terms: The New DWSD Bonds otherwise shall have the same terms and conditions as the
applicable CUSIP of DWSD Bonds receiving New DWSD Bonds.

(d) The New Existing Rate DWSD Bonds

If a DWSD transaction is not consummated, on the Effective Date, the City shall, as necessary, issue the New
Existing Rate DWSD Bonds and distribute them as set forth in the Plan. The definitive documentation governing the New
Existing Rate DWSD Bonds shall be filed with the Plan Supplement, and shall provide generally for the following:

2.

Principal: Equal to the amount of DWSD Bonds receiving New Existing Rate DWSD Bonds, plus
amounts necessary to pay expenses of the financing.

Interest rate: Equal to the existing interest rates of each CUSIP of DWSD Bonds receiving New Existing
Rate DWSD Bonds.

Maturity Dates: Equal to the existing maturity(ies) of each CUSIP of DWSD Bonds receiving New
Existing Rate DWSD Bonds.

Prepayment: The City may prepay or redeem all or any portion of the New Existing Rate DWSD Bonds
at any time at its option and without penalty or premium.

Transfer of Assets: The City shall have the authority to permit the lease or transfer of assets currently
used in DWSD's operations to one or more new authorities formed to provide water and/or sewer services
provided that such transferee(s) assume the applicable portion of the then outstanding New Existing Rate
DWSD Bonds. In the event that such DWSD assets are leased or transferred, the definition of "operations
and maintenance expenses" in the documentation for the New Existing Rate DWSD Bonds shall be
amended to (i) include the amount of any lease payment payable to the City's General Fund; and
(i1) exclude such amount from the liens securing the New Existing Rate DWSD Bonds.

Other Terms: The New Existing Rate DWSD Bonds otherwise shall have the same terms and conditions
as the applicable CUSIP of DWSD Bonds receiving New Existing Rate DWSD Bonds.

Potential DWSD Transaction

As more fully described in Section VIII.K.1 of this Disclosure Statement, the Plan contemplates that the City may
enter into a DWSD Transaction that would include the formation of the GLWA to conduct the operations currently
conducted by the DWSD.

(a) The New GLWA Bonds

If a DWSD Transaction is consummated, on the Effective Date, the GLWA shall, as necessary, issue the New
GLWA Bonds and distribute them as set forth in the Plan. The definitive documentation governing the New GLWA Bonds
shall be filed with the Plan Supplement, and shall provide generally for the following:

Obligation: The New GLWA Bonds shall be obligations of GLWA.
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Principal: Equal to the amount of DWSD Bonds receiving New GLWA Bonds, plus amounts necessary
to pay expenses of the financing.

Interest rate: Calculated by reference to the Interest Rate Reset Chart attached as Exhibit I.A.159 to the
Plan.

Maturity Dates: Equal to the existing maturity(ies) of each CUSIP of DWSD Bonds receiving New
GLWA Bonds.

Prepayment: GLWA may prepay or redeem all or any portion of the New GLWA Bonds at any time at
its option and without penalty or premium.

Operations and Maintenance Expenses: The "operations and maintenance expenses" of GLWA shall
(1) include the amount of any lease payment payable to the City's General Fund; and (ii) be excluded from
the liens securing the New GLWA Bonds.

Other Terms: The New GLWA Bonds otherwise shall have the same terms and conditions as the
applicable CUSIP of DWSD Bonds receiving New GLWA Bonds.

(b) The New Existing Rate GLWA Bonds

If a DWSD Transaction is consummated, on the Effective Date, GLWA shall, as necessary, issue the New Existing
Rate GLWA Bonds and distribute them as set forth in the Plan. The definitive documentation governing the New Existing
Rate GLWA Bonds shall be filed with the Plan Supplement, and shall provide generally for the following:

Obligation: The New Existing Rate GLWA Bonds shall be obligations of GLWA.

Principal: Equal to the amount of DWSD Bonds receiving New Existing Rate GLWA Bonds, plus
amounts necessary to pay expenses of the financing.

Interest rate: Equal to the existing interest rates of each CUSIP of DWSD Bonds receiving New Existing
Rate GLWA Bonds.

Maturity Dates: Equal to the existing maturity(ies) of each CUSIP of DWSD Bonds receiving New
Existing Rate GLWA Bonds.

Prepayment: GLWA may prepay or redeem all or any portion of the New Existing Rate GLWA Bonds at
any time at its option and without penalty or premium.

Operations and Maintenance Expenses: The "operations and maintenance expenses" of GLWA shall
(1) include the amount of any lease payment payable to the City's General Fund; and (ii) be excluded from
the liens securing the New Existing Rate GLWA Bonds.

Other Terms: The New Existing Rate GLWA Bonds otherwise shall have the same terms and conditions
as the applicable CUSIP of DWSD Bonds receiving New Existing Rate GLWA Bonds (to the extent not

otherwise negotiated).

(c) The New GLWA Revolving Bonds

If a DWSD Transaction is consummated, on the Effective Date, the GLWA shall, as necessary, issue the New
GLWA Revolving Bonds and distribute them as set forth in the Plan. The definitive documentation governing the New
GLWA Revolving Bonds shall be filed with the Plan Supplement, and shall provide generally for the following:

Obligation: The New GLWA Revolving Bonds shall be obligations of GLWA.

Principal: Equal to the outstanding principal on the relevant existing DWSD Revolving Bonds.
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e [nterest rate: Equal to the existing interest rates of each DWSD Series of DWSD Revolving Bonds
receiving New GLWA Revolving Bonds.

®  Maturity Dates: 30 years.

e  Other Terms: The New GLWA Revolving Bonds otherwise shall have the same terms and conditions as
the applicable DWSD Series of DWSD Revolving Bonds receiving New GLWA Revolving Bonds.

C. The Plan COP Settlement

The City shall consummate the Plan COP Settlement on the Effective Date, substantially on the terms set forth on
Exhibit .A.208 to the Plan. Settling COP Claimants shall receive the treatment described in Section I1.B.3.s.iii.A of the
Plan.

D. The State Contribution Agreement

On the Effective Date, if Classes 10 and 11 vote to accept the Plan, the City and the State will enter into the State
Contribution Agreement, substantially on the terms set forth on Exhibit I.A.255 to the Plan. During the 20-year period
following the Effective Date, the State will make periodic payments in an aggregate nominal amount of $350 million for
the benefit of Holders of Pension Claims on a Pro Rata basis.

E. The DIA Settlement

On the Effective Date, the City and the DIA Funding Parties will enter into the DIA Settlement, pursuant to which
(1) the DIA Funding Parties have committed to assist in the funding of the City's restructured legacy pension obligations
and (2) the City has agreed to enter into certain transactions that will cause the DIA Assets to remain in the City in
perpetuity and to otherwise make the DIA Assets available for the benefit of the residents of the City and the Counties and
the citizens of the State. The definitive documentation governing the DIA Settlement, the material terms of which are
attached as Exhibit .A.80 to the Plan, provides generally for, and entirely qualifies, both the following and the material
terms attached to the Plan as Exhibit I.A.79:

1. Funding Contributions

The DIA Settlement will be funded as follows: (a) an irrevocable commitment of at least $366 million by the
Foundations; and (b) in addition to its continuing commitments outside of the DIA Settlement, an irrevocable commitment
from DIA Corp. to raise at least $100 million from its donors (subject to certain adjustments as set forth in the DIA
Settlement Documents), the payment of which $100 million will be guaranteed by DIA Corp., subject to the terms of the
DIA Settlement Documents. The foregoing commitments shall be funded over the course of the 20-year period
immediately following the Effective Date (subject to the annual confirmation of the City's continuing compliance with the
terms of the DIA Settlement). Amounts committed by the Foundations will be paid to the CFSEM Supporting
Organization, which will (a) transfer such amounts for the purpose of funding the Retirement Systems upon the City's
satisfaction of certain conditions and (b) not be subject to claims of creditors of the Community Foundation for Southeast
Michigan.

2. Transfer of DIA Assets

Upon closing of the DIA Settlement transaction, the City shall irrevocably transfer the DIA Assets to DIA Corp.,
as trustee, to be held in perpetual charitable trust, and within the City limits, for the primary benefit of the residents of the
City and the Counties and the citizens of the State.

3. Conditions to the Foundations' Participation

The Foundations' participation in the DIA Settlement is conditioned upon, among other things, the following:
(a) execution of the DIA Settlement Documents by each Foundation; (b) the irrevocable commitment from the DIA Corp.
described in Section IV.E.1 of the Plan; (c) the acceptance of the Plan by Classes 10 and 11; (d) the irrevocable transfer by
the City of the DIA Assets described in Section IV.E.2 of the Plan; (e) the existence of appropriate governance and
oversight structures at DIA Corp. that include representation of the City, the DIA Funding Parties and other stakeholders;
(f) the earmarking of all funds provided by the DIA Funding Parties towards the recoveries upon Pension Claims under the
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Plan for Holders of Claims in Classes 10 and 11; (g) the existence of appropriate prospective governance and financial
oversight mechanisms for the Retirement Systems; (h) the affirmation by County authorities of certain existing funding
obligations with respect to DIA Corp.; (i) the approval of the DIA Settlement by the Attorney General for the State; (j) the
agreement of the State to provide the State Contribution in an aggregate amount up to $350 million; (k) the occurrence of
the Effective Date no later than December 31, 2014; and (1) the City's agreement to indemnify and hold harmless the
Foundations and the CFSEM Supporting Organization pursuant to, and in accordance with, the terms of the DIA Settlement
Documents.

F. Issuance of the New Securities

The City shall issue the New Securities on the Effective Date or a subsequent Distribution Date, as applicable.
To the maximum extent provided by section 1145 of the Bankruptcy Code and applicable non bankruptcy law, the issuance
of New Securities will be exempt from registration under the Securities Act of 1933, as amended, and all rules and
regulations promulgated thereunder and any other applicable non-bankruptcy law or regulation.

G. Cancellation of Existing Bonds and Bond Documents

Except (1) as provided in any contract, instrument or other agreement or document entered into or delivered in
connection with the Plan, (2) for purposes of evidencing a right to Distribution under the Plan or (3) as specifically
provided otherwise in the Plan, on the Effective Date, the Bonds and the Bond Documents will be deemed automatically
cancelled, terminated and of no further force or effect against the City without any further act or action under any
applicable agreement, law, regulation, order or rule and the obligations of the parties, as applicable, under the Bonds and
the Bond Documents shall be discharged; provided, however, that the Bond Documents shall continue in effect solely (a) to
allow the Disbursing Agent to make any Distributions as set forth in the Plan and to perform such other necessary
administrative or other functions with respect thereto, (b) for any trustee, agent or similar entity under the Bond Documents
to have the benefit of all the rights and protections and other provisions of the Bond Documents and all other related
agreements with respect to priority in payment and lien rights with respect to any Distribution and (c) as may be necessary
to preserve any claim by a Bondholder and/or Bond Agent under a Bond Insurance Policy or against any Bond Insurer.
Nothing in the Plan is intended to impair, modify, affect or otherwise alter the rights of (a) Bondholders and/or Bond
Agents with respect to claims under applicable Bond Insurance Policies and/or against the Bond Insurers or (b) Holders of
COP Claims with respect to claims under applicable policies and/or other instruments insuring the COPs and obligations
related thereto.

H. Release of Liens

Except as otherwise provided in the Plan or in any contract, instrument, release or other agreement or document
entered into or delivered in connection with the Plan, on the Effective Date, all Liens against the City's property will be
deemed fully released and discharged, and all of the right, title and interest of any holder of such Liens, including any rights
to any collateral thereunder, will revert to the City. As of the Effective Date, (1) the holders of such Liens will be
authorized and directed to release any collateral or other property of the City (including any cash collateral) held by such
Holder and to take such actions as may be requested by the City to evidence the release of such Lien, including the
execution, delivery, filing or recording of such releases as may be requested by the City, and (2) the City shall be
authorized to execute and file on behalf of creditors Form UCC-3 Termination Statements or such other forms as may be
necessary or appropriate to implement the provisions of Section IV.H of the Plan.

I. Professional Fee Reserve

On the Effective Date, the City shall establish and fund the Professional Fee Reserve. The Professional Fee
Reserve shall be funded in an amount sufficient to pay the Fee Review Professional Fees that remain unpaid as of the
Effective Date. The funds held in the Professional Fee Reserve may not be used for any purpose other than the payment of
Fee Review Professional Fees until any and all disputes regarding the Fee Review Professional Fees, including any disputes
arising under the Fee Review Order, have been fully and finally resolved pursuant to a Final Order or a stipulation between
the disputing parties. Any amounts remaining in the Professional Fee Reserve after final resolution of all such disputes and
the payment of all Fee Review Professional Fees determined to be reasonable in accordance with the Fee Review Order
shall be released to the General Fund.
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J. Assumption of Indemnification Obligations

Notwithstanding anything otherwise to the contrary in the Plan, nothing in the Plan shall discharge or impair the
obligations of the City as provided in the City Charter of the City or other organizational documents, resolutions,
employment contracts, applicable law or other applicable agreements as of the Petition Date to indemnify, defend,
reimburse, exculpate, advance fees and expenses to, or limit the liability of officers and employees of the City (consistent
with the injunction provisions of Section III.D.5 of the Plan and including the members of the City Council, the Mayor and
the Emergency Manager) and their Related Entities, in each case to the extent such Entities were acting in such capacity,
against any claims or causes of action whether direct or derivative, liquidated or unliquidated, foreseen or unforeseen,
asserted or unasserted; provided that Section IV.J of the Plan shall be read in conjunction with the provisions for Indirect
Employee Indemnity Claims set forth in Section III.D.5 of the Plan. For the avoidance of doubt, no indemnification
provision in any loan document, bond document, Bond Insurance Policy or other agreement with a Bond Insurer is
exempted from discharge by reason of Section I'V.J of the Plan.

K. Incorporation of Retiree Health Care Settlement

The terms of the Retiree Health Care Settlement Agreement resolving the Retiree Health Care Litigation, which
agreement is attached as Exhibit I.A.227 to the Plan, are incorporated into the Plan by reference and shall be binding upon
the parties thereto.

L. Payment of Workers' Compensation Claims

From and after the Effective Date, (1) the City will continue to administer and pay all valid claims for benefits and
liabilities for which the City is responsible under applicable State workers' compensation law, regardless of when the
applicable injuries were incurred, in accordance with the City's prepetition practices and procedures and governing State
workers' compensation law, and (2) nothing in the Plan shall discharge, release or relieve the City from any current or
future liability under applicable State workers' compensation law. The City expressly reserves the right to challenge the
validity of any claim for benefits or liabilities arising under applicable State workers' compensation law.

M. Exit Facility

On the Effective Date, the City shall enter into the Exit Facility, as well as any ancillary notes, documents or
agreements in connection therewith, including, without limitation, any documents required in connection with the creation
or perfection of the liens securing the Exit Facility.

N. Provisions Regarding Distributions Under the Plan
1. Appointment of Disbursing Agent

The City may act as Disbursing Agent or may employ or contract with other Entities to act as the Disbursing
Agent or to assist in or make the Distributions required by the Plan. Any Disbursing Agent appointed by the City will serve
without bond. Other than as specifically set forth in the Plan, the Disbursing Agent shall make all Distributions required to
be made under the Plan.

2. Distributions on Account of Allowed Claims

Except as otherwise provided in the Plan, on the Effective Date or as soon as practicable thereafter (or if a Claim is
not an Allowed Claim on the Effective Date, on the date that such a Claim becomes an Allowed Claim, or as soon as
reasonably practicable thereafter), each Holder of an Allowed Claim shall receive from the Disbursing Agent the
Distributions that the Plan provides for Allowed Claims in the applicable Class. In the event that any payment or act under
the Plan is required to be made or performed on a date that is not a Business Day, then the making of such payment or the
performance of such act may be completed on the next succeeding Business Day, but shall be deemed to have been
completed as of the required date. If and to the extent that there are Disputed Claims, Distributions on account of any such
Disputed Claims shall be made pursuant to the provisions set forth in Section VI.B of the Plan. Except as otherwise
provided in the Plan, Holders of Claims shall not be entitled to interest, dividends or accruals on the Distributions provided
for in the Plan, regardless of whether such Distributions are delivered on or at any time after the Effective Date.
Notwithstanding anything to the contrary in the Plan, no Holder of an Allowed Claim shall, on account of such Allowed
Claim, receive a Distribution in excess of the Allowed amount of such Claim.
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3. Certain Claims to Be Expunged

Any Claim that has been or is hereafter listed in the List of Creditors as contingent, unliquidated or disputed, and
for which no proof of Claim is or has been timely Filed, is not considered to be an Allowed Claim and shall be expunged
without further action by the City and without further notice to any party or any action, approval or order of the Bankruptcy
Court.

4. Record Date for Distributions; Exception for Bond Claims

With the exception of Bond Claims, neither the City nor any Disbursing Agent will have any obligation to
recognize the transfer of, or the sale of any participation in, any Claim that occurs after the close of business on the
Distribution Record Date, and will be entitled for all purposes herein to recognize and distribute only to those Holders of
Allowed Claims (including Holders of Claims that become Allowed after the Distribution Record Date) that are Holders of
such Claims, or participants therein, as of the close of business on the Distribution Record Date. With the exception of the
Bond Claims, the City and any Disbursing Agent shall instead be entitled to recognize and deal for all purposes under the
Plan with only those record Holders stated on the official Claims Register as of the close of business on the Distribution
Record Date. Unless otherwise set forth in the Confirmation Order, the City shall not establish a record date for
Distributions to Holders of Bond Claims.

5. Means of Cash Payments

Except as otherwise specified herein, all Cash payments made pursuant to the Plan shall be in U.S. currency and
made by check drawn on a domestic bank selected by the Disbursing Agent or, at the option of the Disbursing Agent, by
wire transfer, electronic funds transfer or ACH from a domestic bank selected by the Disbursing Agent; provided, however,
that Cash payments to foreign Holders of Allowed Claims may be made, at the option of the Disbursing Agent, in such
funds and by such means as are necessary or customary in a particular foreign jurisdiction.

6. Selection of Distribution Dates for Allowed Claims

Except where the Plan requires the making of a Distribution on account of a particular Allowed Claim within a
particular time, the Disbursing Agent shall have the authority to select Distribution Dates that, in the judgment of the
Disbursing Agent, provide Holders of Allowed Claims with payments as quickly as reasonably practicable while limiting
the costs incurred in the distribution process. Upon the selection of a Distribution Date by the Disbursing Agent, the
Disbursing Agent shall File a notice of such Distribution Date that provides information regarding the Distribution to be
made.

7. Limitations on Amounts to Be Distributed to Holders of Allowed Claims Otherwise Insured

No Distributions under the Plan shall be made on account of an Allowed Claim that is payable pursuant to one of
the City's insurance policies until the Holder of such Allowed Claim has exhausted all remedies with respect to such
insurance policy; provided that, if the City believes a Holder of an Allowed Claim has recourse to an insurance policy and
intends to direct the Disbursing Agent to withhold a Distribution pursuant to Section V.G of the Plan, the City shall provide
written notice to such Holder regarding what the City believes to be the nature and scope of applicable insurance coverage.
To the extent that one or more of the City's insurance carriers agrees to satisfy a Claim in full, then immediately upon such
agreement such Claim may be expunged without a Claims objection having to be Filed and without any further notice or
any action, order or approval of the Bankruptcy Court. Nothing in the Plan, including Section V.G of the Plan, shall
constitute a waiver of any claims, obligations, suits, judgments, damages, demands, debts, rights, Causes of Action or
liabilities that any Entity may hold against any other Entity other than the City, including the City's insurance carriers.
For the avoidance of doubt, Section V.G of the Plan shall not apply to Bond Insurance Policies or Swap Insurance Policies.

8. City's Rights of Setoff Preserved

Notwithstanding anything to the contrary in the Plan, pursuant to section 553 of the Bankruptcy Code or otherwise
applicable non-bankruptcy law, the City may set off against any Allowed Claim and the Distributions to be made pursuant
to the Plan on account of such Allowed Claim the claims, rights and Causes of Action of any nature that the City may assert
against the Holder of such Claim; provided, however, that neither the failure to effect a setoff nor the allowance of any
Claim pursuant to the terms of the Plan shall constitute a waiver or release by the City of any claims, rights and Causes of
Action that the City may assert against such Holder, all of which are expressly preserved.
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9. Delivery of Distributions and Undeliverable or Unclaimed Distributions.
(a) Delivery of Distributions Generally

Except as set forth in Section V.1.2 of the Plan, Distributions to Holders of Allowed Claims shall be made at the
addresses set forth in the City's records unless such addresses are superseded by proofs of Claim or transfers of Claim Filed
pursuant to Bankruptcy Rule 3001.

(b) Delivery of Distributions on Account of Bond Claims

Distributions on account of the Bond Claims shall (i) be made by the Disbursing Agent to the Bond Agent under
the applicable Bond Documents for the benefit of Holders of Bond Claims and (ii) be deemed completed when made by the
Disbursing Agent to the Bond Agent as if such Distributions were made directly to the Holders of such Claims.
The applicable Bond Agent, in turn, shall make such distributions to the applicable Holders pursuant to the terms and
conditions of the applicable Bond Documents and subject to the respective rights, claims and interests, if any, that the Bond
Agent may have under the applicable Bond Documents or otherwise to the recovery and/or reimbursement of their fees,
costs and expenses (including the fees, costs and expenses of counsel and financial advisors) from any distribution
hereunder, whether such rights, claims or interests are in the nature of a charging lien or otherwise. The Bond Agent shall
not be required to give any bond, surety or other security for the performance of its duties with respect to such
Distributions.

(c) De Minimis Distributions / No Fractional New Securities

No distribution shall be made by the Disbursing Agent on account of an Allowed Claim if the amount to be
distributed to the specific Holder of an Allowed Claim on the applicable Distribution Date has an economic value of less
than $25.00. No fractional New Securities shall be distributed. Where a fractional portion of a New Security otherwise
would be called for under the Plan, the actual issuance shall reflect a rounding down to the nearest whole New Security.

(d) Undeliverable or Unclaimed Distributions

In the event that any Distribution to any Holder is returned as undeliverable, no Distribution to such Holder shall
be made unless and until the Disbursing Agent has determined the then-current address of such Holder, at which time such
Distribution shall be made to such Holder without interest.

Any Holder of an Allowed Claim that does not claim an undeliverable or unclaimed Distribution within six
months after the Effective Date shall be deemed to have forfeited its claim to such Distribution and shall be forever barred
and enjoined from asserting any such claim against the City or its property. In such cases, any Cash held by the City on
account of such undeliverable or unclaimed Distributions shall become the property of the City free of any restrictions
thereon and notwithstanding any federal or state escheat laws to the contrary. Any New Securities held for distribution on
account of such Claims shall be canceled and of no further force or effect. Nothing contained in the Plan shall require any
Disbursing Agent to attempt to locate any Holder of an Allowed Claim.

(e) Time Bar to Cash Payment Rights

Checks issued in respect of Allowed Claims shall be null and void if not negotiated within 90 days after the date of
issuance thereof. Requests for reissuance of any check shall be made to the Disbursing Agent by the Holder of the Allowed
Claim to whom such check originally was issued within 180 days after the date of the original check issuance. After such
date, the Claim of any Holder to the amount represented by such voided check shall be released and forever barred from
assertion against the City and its property.

10. Other Provisions Applicable to Distributions in All Classes
(a) No Postpetition Interest
Except as otherwise specifically provided for in the Plan, or required by applicable bankruptcy law, the City shall
have no obligation to pay any amount that constitutes or is attributable to interest on an Allowed Claim accrued after the

Petition Date and no Holder of a Claim shall be entitled to be paid any amount that constitutes or is attributable to interest
accruing on or after the Petition Date on any Claim without regard to the characterization of such amounts in any document
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or agreement or to whether such amount has accrued for federal income tax purposes. Any such amount that constitutes or
is attributable to interest that has been accrued and has not been paid by the City shall be cancelled as of the Effective Date
for federal income tax purposes.

(b) Compliance with Tax Requirements

In connection with the Plan and all instruments issued in connection therewith and distributed thereon, the City
and any Disbursing Agent shall comply with all Tax withholding and reporting requirements imposed on it by any
governmental unit, and all Distributions under the Plan shall be subject to such withholding and reporting requirements.
All such amounts withheld and paid to the appropriate governmental unit shall be treated as if made directly to the Holder
of an Allowed Claim. The City and the Disbursing Agent shall be authorized to take any actions that they determine, in
their reasonable discretion, to be necessary or appropriate to comply with such withholding and reporting requirements,
including withholding Distributions pending receipt of information necessary to facilitate such Distributions, or establishing
any other mechanisms they believe are reasonable and appropriate.

Notwithstanding any other provision of the Plan, each Entity receiving or deemed to receive a Distribution
pursuant to the Plan shall have sole and exclusive responsibility for the satisfaction and payment of any Tax imposed on
such Entity on account of such Distribution, including income, withholding and other Tax obligations. The City has the
right, but not the obligation, to refuse, or to direct a Disbursing Agent to refuse, to make a Distribution until a Holder of an
Allowed Claim has made arrangements satisfactory to the City and any Disbursing Agent for payment of any such Tax
obligations. The City may require, as a condition to making a Distribution, that the Holder of an Allowed Claim provide
the City or any Disbursing Agent with a completed Form W-8, W-9 and/or other Tax information, certifications and
supporting documentation, as applicable.

If the City makes such a request and the Holder of an Allowed Claim fails to comply before the date that is 180
days after the initial request is made, the amount of such Distribution shall irrevocably revert to the City and any Claim in
respect of such Distribution shall be released and forever barred from assertion against the City and its property.

() Allocation of Distributions

All Distributions to Holders of Allowed Claims that have components of principal and interest shall be deemed to
apply first to the principal amount of such Claim until such principal amount is paid in full, and then the remaining portion
of such Distributions, if any, shall be deemed to apply to any applicable accrued interest included in such Claim to the
extent interest is payable under the Plan.

(d) Surrender of Instruments

As a condition to participation under this Plan, the Holder of a note, debenture or other evidence of indebtedness
of the City that desires to receive the property to be distributed on account of an Allowed Claim based on such note,
debenture or other evidence of indebtedness shall surrender such note, debenture or other evidence of indebtedness to the
City or its designee (unless such Holder's Claim will not be Impaired by the Plan, in which case such surrender shall not be
required), and shall execute and deliver such other documents as are necessary to effectuate the Plan; provided, however,
that, if a claimant is a Holder of a note, debenture or other evidence of indebtedness for which no physical certificate was
issued to the Holder but which instead is held in book-entry form pursuant to a global security held by the Depository Trust
Company or other securities depository or custodian thereof, the City or the applicable Bond Agent for such note, debenture
or other evidence of indebtedness may waive the requirement of surrender. In the City's sole discretion, if no surrender of a
note, debenture or other evidence of indebtedness occurs and the Holder of Claim does not provide an affidavit and
indemnification agreement, in form and substance reasonably satisfactory to the City, that such note, debenture or other
evidence of indebtedness was lost, then no distribution may be made to such Holder in respect of the Claim based on such
note, debenture or other evidence of indebtedness. For the avoidance of doubt, (i) no Bond, note, debenture or other
evidence of indebtedness of the City shall be surrendered or deemed surrendered hereby to the extent necessary to make
and/or preserve a claim under any Bond Insurance Policy or against any Bond Insurer and (ii) no COP shall be surrendered
or deemed surrendered hereby to the extent necessary to make and/or preserve a claim under any applicable policies and/or
other instruments insuring the COPs and obligations related thereto or against any party, other than the City, that insures the
COPs.
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0. Procedures for Resolving Disputed Claims
1. Treatment of Disputed Claims
(a) General

No Claim shall become an Allowed Claim unless and until such Claim is deemed Allowed under the Plan or the
Bankruptcy Code, or the Bankruptcy Court has entered a Final Order (including the Confirmation Order) allowing such
Claim. Notwithstanding any other provision of the Plan, no payments or Distributions shall be made on account of a
Disputed Claim until such Claim becomes an Allowed Claim. Without limiting the foregoing in any way, no partial
payments and no partial Distributions will be made with respect to a disputed, contingent or unliquidated Claim, or with
respect to any Claim for which a proof of Claim has been Filed but not Allowed, until the resolution of such disputes or
estimation or liquidation of such Claim by settlement or by Final Order.

(b) ADR Procedures

At the City's option, any Disputed Claim designated or eligible to be designated for resolution through the ADR
Procedures may be submitted to the ADR Procedures in accordance with the terms thereof and the ADR Procedures Order.
For the avoidance of doubt, the designation of a Disputed Claim for resolution through the ADR Procedures, either prior to
or after the Effective Date, will not modify, and will not be deemed to have modified, the terms of the ADR Injunction
imposed pursuant to the ADR Procedures Order. Disputed Claims not resolved through the ADR Procedures will be
resolved pursuant to the Plan.

(c) Tort Claims

At the City's option, any unliquidated Tort Claim (as to which a proof of Claim was timely Filed in the Chapter 9
Case) not resolved through the ADR Procedures or pursuant to a Final Order of the Bankruptcy Court will be determined
and liquidated in the administrative or judicial tribunal(s) in which it is pending on the Effective Date (subject to the City's
right to seek removal or transfer of venue) or, if no action was pending on the Effective Date, in an administrative or
judicial tribunal of appropriate jurisdiction selected by the City that (i) has personal jurisdiction over the parties, (ii) has
subject matter jurisdiction over the Tort Claim and (iii) is a proper venue. The City may exercise the above option by
service upon the holder of the applicable Tort Claim of a notice informing such holder that the City has exercised such
option (which notice shall be deemed to satisfy the notice requirements of Section I.B of the ADR Procedures). Upon the
City's service of such notice, the automatic stay imposed pursuant to sections 362 and 922 of the Bankruptcy Code (along
with any extension of such stay pursuant to the terms of the Stay Extension Order) or, after the Effective Date, the
injunction set forth at Section III.D.5 of the Plan, will be deemed modified, without the necessity for further Bankruptcy
Court approval or any further action by the City, solely to the extent necessary to allow the parties to determine or liquidate
the Tort Claim in the applicable administrative or judicial tribunal(s); provided that nothing contained in this Section will
modify, or will be deemed to have modified, the terms of the Stay Extension Order with respect to any Tort Claim prior to
the City having served notice of its intent to determine and liquidate such Tort Claim pursuant to this Section. If the City
does not serve such a notice upon a holder of a Tort Claim by the Claims Objection Bar Date, such holder may file a
motion with the Bankruptcy Court seeking relief from the discharge injunction imposed pursuant to Section II1.D.5 of the
Plan in order to liquidate and determine its Claim.

Any Tort Claim determined and liquidated pursuant to a judgment obtained in accordance with Section VI.A.3 of
the Plan and applicable non-bankruptcy law that is no longer appealable or subject to review will be deemed an Allowed
Claim, provided that only the amount of such Allowed Tort Claim that is not satisfied from proceeds of insurance payable
to the holder of such Allowed Tort Claim will be treated as an Allowed Claim for the purposes of distributions under the
Plan. Distributions on account of any such Allowed Tort Claim shall be made in accordance with the Plan. Nothing
contained in this Section will constitute or be deemed a waiver of any claim, right or Cause of Action that the City may
have against any Entity in connection with or arising out of any Tort Claim, including any rights under section 157(b)(5) of
title 28 of the United States Code. All claims, demands, rights, defenses and Causes of Action that the City may have
against any Entity in connection with or arising out of any Tort Claim are expressly retained and preserved.

2. Disputed Claims Reserve

On and after the Effective Date, until such time as all Disputed Claims have been compromised and settled or
determined by Final Order and before making any Distributions, consistent with and subject to section 1123(a)(4) of the
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Bankruptcy Code, the City shall establish and maintain a reserve of property equal to (a) the Distributions to which Holders
of Disputed Claims would be entitled under the Plan if such Disputed Claims were Allowed Claims in the Face Amount of
such Disputed Claims or (b) such lesser amount as required by an order of the Bankruptcy Court. On the first Distribution
Date that is at least 30 days (or such fewer days as may be agreed to by the City in its sole discretion) after the date on
which a Disputed Claim becomes an Allowed Claim, the Disbursing Agent shall remit to the Holder of such Allowed Claim
any Distributions such Holder would have been entitled to under the Plan on account of such Allowed Claim had such
Claim been Allowed as of the Effective Date. If a Disputed Claim is disallowed by Final Order, the property reserved on
account shall become available for Distribution to the Holders of Allowed Claims within the Class(es) entitled to receive
such property. Each Holder of a Disputed Claim that ultimately becomes an Allowed Claim will have recourse only to the
assets held in the disputed claims reserve and not to any other assets held by the City, its property or any property
previously distributed on account of any Allowed Claim. Notwithstanding the foregoing, the disputed claims reserve
established pursuant to Section VI.B of the Plan shall not include any reserve of property on account of Disputed COP
Claims, which shall receive the treatment set forth in Section I1.B.3.s.iii of the Plan.

3. Objections to Claims
(a) Authority to Prosecute, Settle and Compromise

The City's rights to object to, oppose and defend against all Claims on any basis are fully preserved. Except as
otherwise provided in Section II.B.3.s.i of the Plan with respect to Disputed COP Claims, as of the Effective Date, only the
City shall have the authority to File, settle, compromise, withdraw or litigate to judgment objections to Claims, including
pursuant to the ADR Procedures or any similar procedures approved by the Bankruptcy Court. On and after the Effective
Date, the City may settle or compromise any Disputed Claim or any objection or controversy relating to any Claim without
any further notice or any action, order or approval of the Bankruptcy Court.

(b) Application of Bankruptcy Rules

To facilitate the efficient resolution of Disputed Claims, the City shall be permitted to File omnibus objections to
claims notwithstanding Bankruptcy Rule 3007(c).

() Expungement or Adjustment of Claims Without Objection

Any Claim that has been paid, satisfied or superseded shall be expunged from the Claims Register by the Claims
and Balloting Agent at the request of the City, and any Claim that has been amended by the Holder of such Claim shall be
adjusted on the Claims Register by the Claims and Balloting Agent at the request of the City, without the Filing of an
objection and without any further notice or any action, order or approval of the Bankruptcy Court.

(d) Extension of Claims Objection Bar Date

Upon motion by the City to the Bankruptcy Court, the City may request, and the Bankruptcy Court may grant, an
extension to the Claims Objection Bar Date generally or with respect to specific Claims. Any extension granted by the
Bankruptcy Court shall not be considered to be a modification to the Plan under section 1127 of the Bankruptcy Code

(e) Authority to Amend List of Creditors

The City will have the authority to amend the List of Creditors with respect to any Claim and to make
Distributions based on such amended List of Creditors without approval of the Bankruptcy Court. If any such amendment
to the List of Creditors reduces the amount of a Claim or changes the nature or priority of a Claim, the City will provide the
Holder of such Claim with notice of such amendment and such Holder will have 20 days to File an objection to such
amendment with the Bankruptcy Court. If no such objection is Filed, the Disbursing Agent may proceed with Distributions
based on such amended List of Creditors without approval of the Bankruptcy Court.

® Deadline to File Objections to Claims

Any objections to Claims shall be Filed no later than the Claims Objection Bar Date. Upon motion to the
Bankruptcy Court, the City may request, and the Bankruptcy Court may grant, an extension to the Claims Objection Bar
Date generally or with respect to specific Claims. Any extension granted by the Bankruptcy Court shall not be considered
to be a modification to the Plan under section 1127 of the Bankruptcy Code.
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(g Claims Estimation

At any time the City may request that the Bankruptcy Court estimate (i) any Disputed Claim pursuant to applicable
law and (ii) any contingent or unliquidated Claim pursuant to applicable law, including, without limitation, section 502(c)
of the Bankruptcy Code, regardless of whether the City has previously objected to such Claim or whether the Bankruptcy
Court has ruled on any such objection, and the Bankruptcy Court shall retain jurisdiction under 28 U.S.C. §§ 157 and 1334
to estimate any Disputed Claim, contingent Claim or unliquidated Claim, including during the litigation concerning any
objection to any Claim or during the pendency of any appeal relating to any such objection.

Notwithstanding any other provision of the Plan, a Claim that has been expunged from the Claims Register but
that is subject to appeal or has not been the subject of a Final Order shall be deemed to be estimated at zero dollars, unless
otherwise ordered by the Bankruptcy Court. Except as set forth below with respect to reconsideration under section 502(j)
of the Bankruptcy Code, in the event that the Bankruptcy Court estimates any Disputed Claim, contingent Claim or
unliquidated Claim, that estimated amount shall constitute either the Allowed amount of such Claim or a maximum
limitation on such Claim for all purposes under the Plan, including for purposes of Distributions. If the estimated amount
constitutes a maximum limitation on such Claim, the City may elect to pursue any supplemental proceedings to object to
any ultimate Distribution on account of such Claim. Notwithstanding section 502(j) of the Bankruptcy Code, in no event
shall any Holder of a Claim that has been estimated pursuant to section 502(c) of the Bankruptcy Code or otherwise be
entitled to seek reconsideration of such estimation unless such Holder has Filed a motion requesting the right to seek such
reconsideration on or before 21 days after the date on which such Claim is estimated. All of the aforementioned Claims
and objection, estimation and resolution procedures are cumulative and not exclusive of one another. Claims may be
estimated and subsequently compromised, settled, withdrawn or resolved by any mechanism approved by the Bankruptcy
Court.

V.
CONFIRMATION OF THE PLAN
A. Confirmation Hearing

The Bankruptcy Code requires the Bankruptcy Court, after notice, to conduct a Confirmation Hearing at which it
will hear objections and consider evidence with respect to whether the Plan should be confirmed. At the Confirmation
Hearing, the Bankruptcy Court will confirm the Plan only if all of the requirements of section 943(b) of the Bankruptcy
Code described below are met.

On March 6, 2014, the Bankruptcy Court entered the Second Amended Order Establishing Procedures, Deadlines
and Hearing Dates Relating to the Debtor's Plan of Adjustment (Docket No. 2937) (the "Scheduling Order"). By the
Scheduling Order, the Bankruptcy Court scheduled various deadlines and events relating to the confirmation of the Plan.
In particular, the Scheduling Order provides that the Confirmation Hearing will begin on July 16, 2014, at 9:00 a.m.,
Eastern Time, before the Honorable Steven W. Rhodes, United States Bankruptcy Judge, United States Bankruptcy Court
for the Eastern District of Michigan, at Courtroom 100, Theodore Levin United States Courthouse, 231 West Lafayette
Boulevard, Detroit, Michigan 48226. The Confirmation Hearing may be adjourned from time to time by the Bankruptcy
Court without further notice, except for an announcement of the adjourned date made at the Confirmation Hearing.

B. Deadlines to Object to Confirmation
The Scheduling Order establishes the following deadlines with respect to objections to the Plan:

e April 28, 2014 is the deadline for parties other than individual bondholders (but including any Bond
Insurers that may hold bonds) and individual retirees to file objections to the Plan;

e June 30, 2014 is the deadline for individual bondholders (not including any Bond Insurers that may hold
bonds) and individual retirees to file objections to the Plan; and

e July 7, 2014 is the deadline for any party that filed a timely objection to the Plan to file a supplemental
objection, but only to the extent that discovery, or the results of plan voting, give rise to additional or
modified objections to the Plan.
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Objections to the confirmation of the Plan must: (1) be in writing; (2) state the name and address of the objecting
party and the nature of the Claim of such party; (3) state with particularity the basis and nature of any objection; and (4) be
filed with the Bankruptcy Court, and served on the following parties so that they are received no later than the applicable
deadline set forth above: (a) the City, c/o Kevyn D. Orr, Emergency Manager, 2 Woodward Avenue, Suite 1126, Detroit,
Michigan 48226; (b) counsel to the City, JONES DAY, 555 South Flowers Street, Fiftieth Floor, Los Angeles, California
90071 (Attn: Bruce Bennett, Esq.); JONES DAY, North Point, 901 Lakeside Avenue, Cleveland, Ohio 44114
(Attn: David G. Heiman, Esq., Heather Lennox, Esq. and Thomas A. Wilson, Esq.); (c) counsel to the City, MILLER,
CANFIELD, PADDOCK AND STONE, P.L.C., 150 West Jefferson, Suite 2500, Detroit, Michigan 48226 (Attn: Jonathan
S. Green, Esq. and Stephen S. LaPlante, Esq.). For purposes of filing objections in these cases, the address of the
Bankruptcy Court is 211 West Fort Street, Detroit, Michigan 48226. Attorneys may also file pleadings on the Bankruptcy
Court's Document Filing System (ECF) by completing and submitting the Electronic Filing Registration Form, available at
http://www.mieb.uscourts.gov/ecf-registration.

C. Requirements for Confirmation of the Plan

At the Confirmation Hearing, the Bankruptcy Court will confirm the Plan only if all of the requirements of
section 943(b) of the Bankruptcy Code are met. Among the requirements for Confirmation are that the Plan (1) is accepted
by the requisite Holders of impaired Classes of Claims or, if not so accepted, is "fair and equitable" and does not
discriminate unfairly as to the non-accepting class, (2) is in the "best interests" of each Holder of a Claim and each impaired
Class under the Plan, (3) is feasible, and (4) complies with the applicable provisions of the Bankruptcy Code.

1. Acceptance or Cramdown

A plan is accepted by an impaired class of claims if holders of two-thirds in dollar amount and a majority in
number of allowed claims of that class vote to accept the plan. Only those holders of claims who actually vote to accept or
reject the plan count in the tabulation. The impaired classes must accept the plan in order for the plan to be confirmed
without application of the "cramdown" test contained in sections 1129(b)(i), (b)(2)(A) and (b)(2)(B) of the Bankruptcy
Code.

(a) Cramdown

The Bankruptcy Code provides that the Bankruptcy Court may confirm a plan that is not accepted by all impaired
classes if at least one impaired class of claims accepts the plan and the so-called "cramdown" provisions set forth in
sections 1129(b)(1), (b)(2)(A) and (b)(2)(B) of the Bankruptcy Code are satisfied. The plan may be confirmed under the
cramdown provisions if, in addition to satisfying the other requirements of section 943(b) of the Bankruptcy Code, it (i) is
"fair and equitable" and (ii) does not discriminate unfairly with respect to each class of claims that is impaired under and
has not accepted the plan. The City believes that the Plan and the treatment of all Classes of Claims under the Plan satisfy
the following requirements for nonconsensual confirmation of the Plan.

i "Fair and Equitable"

Uncertainty exists as to the contours of the "fair and equitable" requirement in chapter 9. Outside of the chapter 9
context, the "fair and equitable" requirement generally requires, among other things, that, unless a dissenting unsecured
class of claims receives payment in full for its allowed claims, no holder of allowed claims in any class junior to that class
may receive or retain any property on account of such claims. This is known as the "absolute priority rule." Few published
opinions have addressed the meaning of the "fair and equitable" requirement in chapter 9 cases. Some courts have
suggested that, because there are no equity holders in chapter 9 cases (who, in theory, would be junior in priority to a
municipal debtor's general unsecured creditors), the absolute priority rule serves no function in chapter 9 cases and, thus, in
chapter 9 cases, the "fair and equitable" requirement should not be interpreted as synonymous with the absolute priority
rule. In light of the scarcity of case law addressing the "fair and equitable" requirement in chapter 9, a leading commentator
has suggested that, in chapter 9, the "fair and equitable" requirement is properly understood as requiring that, where a
municipal debtor seeks nonconsensual confirmation of a plan of adjustment, the impaired creditors of such debtor, under
the proposed plan, will receive all that they can reasonably expect under the circumstances.

The City believes that the Plan is "fair and equitable" with respect to Holders of Claims against the City because it
provides such Holders of Claims with all they reasonably can expect under the circumstances of this chapter 9 case.
The commencement of the City's chapter 9 case was precipitated by the City's untenable debt burden, a severe cash
shortage and the City's increasing inability to provide reasonable levels of even the most basic services to City residents.
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The City believes that the Plan is "fair and equitable" because the creditor recoveries proposed therein have been calculated
— and, in certain cases, negotiated — to reasonably compensate Holders of Claims while enabling the City to (A) avoid a
recurrence of the financial difficulties that led to the City's bankruptcy and (B) institute desperately-needed reinvestment
initiatives to ensure the City's ability to provide the adequate levels of services City residents can reasonably expect.

ii. Unfair Discrimination

A plan of reorganization does not "discriminate unfairly” if a dissenting class is treated substantially equally with
respect to other classes similarly situated, and no class receives more than it is legally entitled to receive for its claims.
The City does not believe that the Plan discriminates unfairly against any impaired Class of Claims.

IN THE EVENT OF REJECTION OF THE PLAN BY ONE OR MORE IMPAIRED CLASSES, THE
CITY RESERVES THE RIGHT TO REQUEST THE BANKRUPTCY COURT TO CONFIRM THE PLAN IN
ACCORDANCE WITH SECTION 1129(b)(1), (b)(2)(A) AND (b)(2)(B) OF THE BANKRUPTCY CODE.
THE CITY HAS RESERVED THE RIGHT TO MODIFY THIS PLAN TO THE EXTENT, IF ANY, THAT
CONFIRMATION OF THIS PLAN UNDER SECTIONS 943 AND 1129(b) OF THE BANKRUPTCY CODE
REQUIRES MODIFICATION.

(b) The "Best Interests of Creditors" Test

Notwithstanding acceptance of the Plan by each impaired Class of Claims, the Bankruptcy Court also must
determine that the Plan is in the best interests of creditors pursuant to section 943(b)(7) of the Bankruptcy Code. To satisfy
this "best interests of creditors" test, a chapter 9 debtor must establish that confirmation of its proposed plan of adjustment,
more likely than not, would leave the debtor's creditors in a better position than would dismissal of the debtor's chapter 9
bankruptcy case. Because the failure of plan confirmation and dismissal of a chapter 9 debtor's bankruptcy case, in most
instances, would result in a race to the courthouse that would leave many creditors with no recovery at all, the best interests
of creditors test is a flexible standard that is less stringent than a test requiring that a plan be "fair and equitable."

A chapter 9 debtor satisfies the best interests of creditors test if its plan of adjustment makes a reasonable effort to
provide a recovery for creditors. The best interests of creditors test does not require a chapter 9 debtor to increase taxes
above reasonable levels to maximize creditor recoveries. Similarly, the best interest of creditors test does not prohibit a
municipal debtor from retaining sufficient levels of cash and other assets that it may reasonably require to (i) provide
adequate levels of services, (ii) make necessary improvements and (iii) maintain its property and continue normal
operations. Although the debtor bears the burden of proving, by a preponderance of the evidence, that its plan of
adjustment satisfies the best interests of creditors test, the Bankruptcy Court must limit any examination of a municipal
debtor's ability to pay creditors so as to not "interfere with" the "political or governmental powers of the debtor," the
debtor's "property or revenues" or "the debtor's use or enjoyment of any income producing property," as directed by
section 904 of the Bankruptcy Code.

The City believes that its Plan satisfies the best interest of creditors test set forth at section 943(b)(7) of the
Bankruptcy Code. Confirmation of the Plan relieves the City of a substantial portion of its crushing debt burden and
provides the City with the opportunity to implement the restructuring initiatives (as discussed at Section IX and described
in detail at Exhibit I). In the absence of confirmation and the fresh start it promises, the City, its stakeholders and,
importantly, its residents are compelled to return to the downward spiral that produced this chapter 9 filing. The adverse
consequences attendant upon a dismissal of the chapter 9 case are legion, and moreover ensure continued deterioration of
the City:

e Recoveries for the City's stakeholders would diminish to practically nothing. As set forth in the Declaration
of Kevyn D. Orr in Support of City of Detroit, Michigan's Statement of Qualifications Pursuant to
Section 109(c) of the Bankruptcy Code (Docket No. 10) (the "Orr Declaration"), filed contemporaneously
with the City's chapter 9 petition on July 18, 2013, in the absence of financial restructuring, (i) payments due
on the City's general obligation debt, the COPs and retiree pension and health obligations will consume
approximately 65% of the City's General Fund revenues by Fiscal Year 2017 and (ii) the City's net cash
position will be hundreds of millions of dollars in the red in the coming Fiscal Years, among sundry other
negative economic consequences. Under such dire circumstances, recoveries may be denied altogether for
substantial portions of the City's creditor constituency. Put simply, the City cannot distribute cash it does not
have to its creditors. As but one example, if the Plan is not confirmed and the City's chapter 9 case is
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dismissed, the City projects that the assets of the Retirement Systems will be exhausted within 10 to 13 years,
effectively depriving the City's active and retired employees of all accrued pension benefits.

e The $1.5 billion in gross reinvestment contemplated by the City discussed in Section IX could not be made,
and the substantial benefits promised thereby would be lost to the City and its 685,000 residents. Proposed
investments in and improvements to the DPD, the DFD, lighting, the City's information technology
infrastructure and its tax collection abilities (to name just a few) would be lost. The absence of this
reinvestment would deprive the City both of badly needed short-term relief and the opportunity to lay the
foundation for long-term prosperity, thus ensuring inadequate provision of municipal services to the City's
residents for the foreseeable future.

e The City would continue to be an unattractive investment for financial, business and human capital.
The City's access to further financing would be severely restricted if it would be available at all, and both
business owners and residents would be reluctant to stay in, or relocate to, the City. Detroit has been
experiencing the consequences of similar disincentives for decades, with a dwindling population and business
base resulting in a diminished tax base and plummeting revenue, which in turn lead to draconian cuts in City
services.

The foregoing demonstrates the simple proposition that prompted the City's chapter 9 filing in the first instance:
there is no non-bankruptcy solution to the problems facing the City, its stakeholders and its residents. The Plan embodies
the City's attempt to provide claimants with the highest possible recovery (consistent with their relative rights against the
City) while allowing for the reinvestment that is the foundation of a revitalized City able to pay its adjusted debts and
provide basic services to its citizens going forward. Accordingly, the City believes that the Plan satisfies the "best interest
of creditors" test set forth at section 943(b)(7) of the Bankruptcy Code.

(c) Feasibility

Section 943(b)(7) of the Bankruptcy Code also requires that a plan of adjustment be feasible. While the best
interests of creditors test establishes a "floor" with respect to how much a chapter 9 debtor can be expected to pay creditors
under a plan of adjustment, the feasibility standard of section 943(b)(7) of the Bankruptcy Code imposes a "ceiling" on
creditor recoveries under such a plan. To satisfy the feasibility requirement, a chapter 9 debtor must demonstrate, by a
preponderance of the evidence, that it has the ability to make the payments set forth in the proposed plan of adjustment
while also maintaining sufficient assets to (i) provide adequate levels of municipal services, (ii) fund normal municipal
operations and (iii) remain financially viable after the conclusion of the chapter 9 case and during the contemplated
payment period.

To determine whether a proposed plan of adjustment satisfies the feasibility standard of section 943(b)(7) of the
Bankruptcy Code, a bankruptcy court must analyze the debtor's income and expense projections. A plan of adjustment is
feasible if the debtor's income and expense projections (i) are realistic, reliable and not unreasonably optimistic and (ii) the
plan is workable and appears to have a reasonable prospect of success; i.e., it appears reasonably probable that the debtor
will be able to make the payments to creditors contemplated in the plan of adjustment while maintaining adequate levels of
municipal services. As with the determination of whether a plan of adjustment satisfies the best interests of creditors test,
the scope of the bankruptcy court's inquiry into the feasibility of a plan of adjustment is limited by section 904 of the
Bankruptcy Code. Accordingly, the feasibility inquiry is relatively narrow. The bankruptcy court simply must
(1) determine whether the debtor's projected revenues and expenses are reasonable and (ii) if so, decide whether the debtor
will be able to make the contemplated payments while providing adequate services to residents and avoiding a recurrence
of the type of financial distress that caused the debtor to commence its chapter 9 case.

For purposes of determining whether the Plan meets this requirement, the City has prepared (i) a detailed analysis
of its proposed ten-year, $1.5 billion reinvestment in various City departments and infrastructure (as more fully described in
Section IX and set forth on Exhibit I hereto), which reinvestment lays the long-term foundation for a prosperous Detroit and
enables the City to once again provide its residents with adequate levels of municipal services; and (ii) ten-year financial
projections (as set forth in greater detail in Section XI ("Projected Financial Information") and Exhibit J) that demonstrate
the City's ability to fulfill its obligations under the Plan — and to its residents — during that period. The City believes that
(1) its reinvestment initiative is indispensable to fulfilling the purpose of this chapter 9 case and (ii) its financial projections
(and its underlying assumptions) are reasonable and demonstrate a probability that the City will be able to satisfy its
obligations under the Plan and otherwise while avoiding financial distress. Accordingly, the City believes that the Plan
meets the feasibility requirement of section 943(b)(7) of the Bankruptcy Code.
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(d) Compliance With Applicable Provisions of the Bankruptcy Code

In addition to the foregoing, the Plan must comply with other applicable provisions of the Bankruptcy Code, as
follows:

e The Plan must comply with the provisions of the Bankruptcy Code made applicable by sections 103(e)
and 901 of the Bankruptcy Code (11 U.S.C. § 943(b)(1));

e The Plan must comply with the provisions of chapter 9 (11 U.S.C. § 943(b)(2));

e All amounts to be paid by the City or by any person for services or expenses in the City's chapter 9 case
or incident to the Plan must be fully disclosed and must be reasonable (11 U.S.C. § 943(b)(3));

e The City must not be prohibited by law from taking any action necessary to carry out the Plan (11 U.S.C.
§ 943(b)(4));

e Except to the extent that the Holder of a particular Claim has agreed to a different treatment of such
Claim, the Plan must provide that, on the Effective Date, each Holder of a Claim of a kind specified in
section 507(a)(2) of the Bankruptcy Code will receive on account of such Claim cash equal to the allowed
amount of such Claim (11 U.S.C. § 943(b)(5));

e Any regulatory or electoral approval necessary under applicable non-bankruptcy law in order to carry out
any provision of the Plan must be obtained, or such provision must be expressly conditioned upon such
approval (11 U.S.C. § 943(b)(6));

e The City, as the proponent of the Plan, must have complied with all provisions of the Bankruptcy Code
(11 U.S.C. § 1129(a)(2));

e The Plan must have been proposed in good faith and not by any means forbidden by law (11 U.S.C.
§ 1129(a)(3)); and

e Any governmental regulatory commission with jurisdiction, after confirmation of the Plan, over the rates
of the City must have approved any rate change provided for in the Plan, or such rate change is expressly
conditioned on such approval (11 U.S.C. § 1129(a)(6)).

2. Alternatives to Confirmation and Consummation of the Plan

The City has evaluated numerous alternatives to the Plan, including alternative structures and terms of the Plan
and delaying the adoption thereof. While the City has concluded that the Plan is the best alternative and will maximize
recoveries by Holders of Claims, if the Plan is not confirmed, the City could attempt to formulate and propose a different
plan of adjustment. The Plan was formulated after months of difficult negotiations among numerous creditor
constituencies, including in connection with numerous mediation sessions ordered by the Bankruptcy Court (see Section
VIILF). The formulation of an alternative plan of adjustment can be expected to consume additional time. Furthermore,
there can be no assurance that the City can formulate and propose an acceptable alternative plan of adjustment. If no plan
of adjustment can be confirmed, the Bankruptcy Court may dismiss the City's chapter 9 case, in which event, multi-party,
multifaceted litigation likely would ensue, as holders of claims compete for the limited City resources available to pay
those claims. The City, therefore, believes that Confirmation and consummation of the Plan is preferable to the alternatives
described above.

VL
CERTAIN RISK FACTORS TO BE CONSIDERED
The implementation of the Plan, and the New Securities to be issued on the Effective Date, are subject to a number
of material risks. Prior to voting on the Plan, each party entitled to vote should carefully consider these risks, as well as all

of the information contained in this Disclosure Statement, including the Exhibits hereto. If any of these risks are actually
realized, the City's financial condition and operations could be seriously harmed. In addition to the risks set forth below,

-59-
13-53846-swr Doc 3382 Filed 03/31/14 Entered 03/31/14 18:36:38 Page 72 of 162



risks and uncertainties not presently known to the City, or risks that the City currently considers immaterial, may also
impair the City's financial condition and operations.

A. Non-Confirmation of the Plan

Even if all impaired Classes accept or could be deemed to have accepted the Plan, the Plan may not be confirmed
by the Bankruptcy Court. As set forth above, section 943(b) of the Bankruptcy Code identifies the requirements for plan
Confirmation. Although the City believes that the Plan will meet all applicable requirements, there can be no assurance that
the Bankruptcy Court will reach the same conclusion.

B. Nonconsensual Confirmation

As described above, pursuant to the "cramdown" provisions of section 1129(b) of the Bankruptcy Code, the
Bankruptcy Court can confirm the Plan at the City's request if at least one impaired Class has accepted the Plan and, as to
each impaired Class that has not accepted the Plan, the Bankruptcy Court determines that the Plan "does not discriminate
unfairly" and is "fair and equitable" with respect to such impaired Class. The City reserves the right to modify the terms of
the Plan as necessary for Confirmation without the acceptance of all impaired Classes. Such modification could result in
less favorable treatment for any non-accepting Classes than the treatment currently provided for in the Plan.

C. Inability to Confirm Plan Prior to Potential Removal of Emergency Manager

Pursuant to Section 9(6)(c) of PA 436, if an emergency manager has served for at least 18 months after his or her
appointment under PA 436, such emergency manager may, by resolution, be removed by a two-thirds vote of the City
Council. The Emergency Manager was appointed on March 14, 2013. As of September 14, 2013, therefore, the City
Council may resolve to remove the Emergency Manager pursuant to PA 436. In the event that the Emergency Manager is
removed prior to confirmation of the Plan, the City may decide to propose a different Plan or be unable to confirm the Plan.

D. Conditions to Effectiveness of the Plan

Section III.A of the Plan provides for certain conditions that must be satisfied (or waived) prior to the Effective
Date. Many of the conditions are outside of the control of the City. As of the date of this Disclosure Statement, there can
be no assurance that any or all of the conditions to effectiveness of the Plan will be satisfied (or waived). Accordingly,
even if the Plan is confirmed by the Bankruptcy Court, there can be no assurance that the Plan will be consummated and the
adjustment of the City's debts completed. See Section III.D.1 of this Disclosure Statement for a description of the
conditions to the effectiveness of the Plan.

E. Non-Occurrence of DIA Settlement or Non-Receipt of the Full Amount of the DIA Proceeds or the State
Contribution

The Plan and the higher recoveries estimated for Classes 10 and 11 in the Plan assume the existence and the
implementation of the DIA Settlement and the receipt of the full amounts of the DIA Proceeds and the State Contribution.
If the DIA Settlement does not occur, or if the full amounts of the DIA Proceeds and the State Contribution are not
received, then the recoveries on account of all Unsecured Claims, including Pension Claims, will be the lower recoveries
estimated in the Plan, including for Classes 10 and 11. Consummation of the DIA Settlement depends upon the execution
of the DIA Settlement Documents by each Foundation; absent this condition precedent, the DIA Settlement would not
occur.

F. Failure to Secure Exit Facility

The City will seek to enter into a $300 million Exit Facility on the Effective Date of the Plan. The purpose of the
Exit Facility would be to refinance any indebtedness under a Postpetition Financing Agreement, provide the City with
necessary cash to satisfy its near-term obligations and begin to implement its proposed reinvestment initiatives. In the
event that the City fails to obtain an Exit Facility, the City's ability to fulfill its obligations under the Plan may be
compromised.
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G. Inability to Raise Tax Revenue

As discussed above, the City currently levies all taxes at the statutory maximum levels. In particular, as of the
Petition Date: (1) Michigan Public Act 394 of 2012, an amendment to the City Income Tax Act, fixed the City's maximum
income tax rates at their current levels so long as PLA Bonds remain outstanding; (2) state law limited municipalities'
property tax rates to 20 mills and a constitutionally required "Headlee rollback" further limited that rate to 19.952 mills
(which was the rate charged by the City as of the Petition Date); and (3) the utility users' tax and casino wagering tax were
fixed at their 5% and 10.9% levels, respectively, by the state statutes authorizing these Detroit specific taxes. In proposing
the Plan, the City has assumed that the Michigan Legislature (the "Legislature") will not approve either the increase of any
existing taxes currently levied by the City or the imposition of any new taxes by the City because City residents cannot bear
a further tax increase, and any such increase only would accelerate the City's population decline. Moreover, as described in
Section X.B, the City may rationalize the nominal tax rates currently assessed by the City to bring them in line with those
assessed by surrounding localities. If the City's revenues are less than its total obligations, the City's ability to perform its
obligations under the Plan could be jeopardized.

H. Failure to Achieve Projected Financial Performance

The Projections are dependent upon the successful implementation of the City's budget and the reliability of other
estimates and assumptions accompanying the Projections. The Projections are based on estimates and assumptions relating
to the City's projected revenues and expenditures and prevailing economic conditions. In addition, the Projections assume
that the Plan will be confirmed in accordance with its terms. However, these estimates and assumptions may not be
realized and are inherently subject to significant economic uncertainties and contingencies, many of which are beyond the
City's control. No representations can be or are made as to whether the actual results will be within the range set forth in
the Projections. Some assumptions inevitably will not materialize, and events and circumstances occurring subsequent to
the date on which the Projections were prepared may be different from those assumed or may be unanticipated and,
therefore, may affect financial results in a material and possibly adverse manner. The Projections, therefore, may not be
relied upon as a guarantee or other assurance of the actual results that will occur.

L Unforeseen Financial Circumstances Affecting the City's Future Financial Performance

The Plan and the Projections underlying the Plan are based on certain assumptions about the City's future financial
performance. Unforeseen events and circumstances may occur affecting the City's future financial performance, resulting
in those assumptions proving inaccurate and the City being unable to fulfill its obligations under the Plan. No guarantee
can be made as to the City's future financial performance due to a variety of unforeseeable circumstances that may affect
such performance.

J. Litigation if Unlimited Tax General Obligation Bonds Are Impaired

Pursuant to the Home Rule City Act (see Section VII.A.1 of this Disclosure Statement), the City, with the approval
of the electorate, levies the taxes used to pay debt service charges or obligations on Unlimited Tax General Obligation
Bonds. The amount of taxes levied to service Unlimited Tax General Obligation Bonds is in addition to other taxes that the
City is authorized to levy, without limitation as to rate and amount and without regard to any City Charter, statutory or
constitutional caps on taxation. If: (1) the Bankruptcy Court determines in the UTGO Litigation that Unlimited Tax
General Obligation Bond Claims may be impaired pursuant to the Plan; and (2) the Plan, which proposes to impair
Unlimited Tax General Obligation Bond Claims, is confirmed, litigation against the City could ensue regarding the existing
levy of additional taxes to service the Unlimited Tax General Obligation Bonds. In the event the City is precluded from
levying these taxes, it anticipates borrowing funds sufficient to replace this lost revenue. In that event, there can be no
assurance that the City will be successful in obtaining the financing.

K. Other Litigation

The City will be subject to various claims and legal actions arising in the ordinary course of its operations,
including, but not limited to, personal injury actions. The City is not able to predict the nature and extent of any such
claims and actions and cannot guarantee that the ultimate resolution of such claims and actions will not have a material
adverse effect on the City after its emergence from chapter 9.
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L. City Credit May be Viewed Negatively By The Market

Holders of the New Securities may encounter limited market acceptance of City credit upon any attempt to sell
City debt obligations, making sales at or near par potentially difficult. Holders of City debt after the Effective Date may
not be able to sell such debt for any price for some time. Alternatively, potential purchasers may demand discounts to the
par amount of obligations before a potential purchaser would be willing to purchase City debt of any kind. There can be no
assurance that a secondary market will exist for any City debt.

M. Population Loss

The City has experienced steady population loss for over a half-century. Since its peak in the 1950s, the City has
been losing both people and jobs. The City's population declined by nearly 45% to just over one million as of June 1990.
In the 23 years since, this population decline has continued unabated. The City's population stood at 684,799 as of
December of 2012, representing a 63% decline from its postwar peak of 1.85 million residents. The City has gone from the
fifth largest city in America in 1950 to the eighteenth largest today. No other American city has experienced a comparable
decline in population over a similar period of time. In addition to its inability to increase tax rates, the steady population
loss experience by the City over the last 50 years limits the City's ability to grow tax revenues. Although the City intends to
increase the revenues it receives from personal income taxes by broadening the City's tax base and creating conditions that
are likely to foster economic growth, there can be no guarantee that these efforts will be successful.

N. The City Has No Duty to Update

The statements contained in this Disclosure Statement are made by the City as of March 31, 2014, unless
otherwise specified herein, and the delivery of this Disclosure Statement after that date does not imply that there has been
no change in the information set forth herein since that date. The City has no duty to update this Disclosure Statement
unless otherwise ordered to do so by the Bankruptcy Court.

0. No Representations Outside This Disclosure Statement Are Authorized

No representations concerning or related to the City, the City's chapter 9 case or the Plan are authorized by the
Bankruptcy Court or the Bankruptcy Code, other than as set forth in this Disclosure Statement and any other Solicitation
Materials that accompany this Disclosure Statement. Any representations or inducements made to secure your acceptance
or rejection of the Plan that are other than as contained in, or included with, this Disclosure Statement should be relied upon
by you at your own risk in arriving at your decision.

P. Nature and Amount of Allowed Claims

The ultimate amount of Allowed Claims against the City is unknown. If the amount of Allowed Claims is higher
than expected or predicted, recoveries for Holders of Claims in certain Classes may be negatively impacted. In addition,
given the sheer volume of Claims expected to be filed against the City, the cost of administering such Claims will be
substantial and may also adversely impact recoveries for Holders of Claims in certain Classes. Any such adverse effects
could be material.
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VII.
EVENTS PRECEDING THE CITY'S CHAPTER 9 CASE

A. Background
1. General Information

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

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

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

The People of the City of Detroit

Legislative Agencies

City Council

- Auditor General

City Clerk

Election Commission

36th District Court

Board of Ethics

- smsTTsTTTTA

- City Planning Detroit Public Library
- Historical Designation Advisory Board
- Ombudsperson I'______________-I
- Zoning Appeals Board 1 Arts
Charles H Wright Museum |
Executive Agencies ! Detroit Building Authority I
Detroit 1 Downtown Development Authority |
Transportation | | Economic Development Corporation I
Corporation Mayor's Office —y Greater Detroit Resource I
1 Recovery Authority
Cable | Historical 1
Commission Zoological Institute |
! Airport 1
1 Civic Center 1

Administrative, Information
& Strategic Services

. . . Municipal Services
General Services -|- Information Technology Services P

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

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

Economic Development Public Safety

l- Planning & Development Dept. of Adm. Hearings - |- Human Services

Fire - |- Police
Health & Wellness Promotion -

Financial Services

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

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

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

2. Municipal Services

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

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

3. City Funds

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

(a) General Fund

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

(b) Enterprise Funds

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

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

Today, DWSD is one of the largest municipal water and sewerage departments in the nation. DWSD serves
residential, commercial, governmental, institutional and industrial customers at a retail level within the City and over
125 wholesale suburban customers. Customer entities served by DWSD are located in Wayne, Oakland, Macomb, St. Clair,
Genesee, Washtenaw and Monroe Counties.

As of the Petition Date, DWSD had commenced capital improvement programs with respect to the water system
and the sewage disposal system calling for DWSD to invest a total of approximately $1.4 billion in infrastructure
improvements and necessary repairs, technological upgrades and systems rationalization over a five-year period from 2014
to 2018. DWSD's combined budgeted revenues for Fiscal Year 2014 is $934.7 million. Current and historical financial
information for DWSD is attached as Exhibit K to this Disclosure Statement, and future financial projections for DWSD
are attached to this Disclosure Statement as Exhibit L.

(A) The Water System

DWSD's water system supplies a 1,079-square-mile region serving approximately 40% of the State's population.
The system's water network consists of 3,438 miles of transmission and distribution mains within Detroit and 403 miles of
transmission mains in the remaining service areas.

In Fiscal Year 2012, DWSD exhibited operating margins of 22% for the water system. The water system's Fiscal
Year 2012 current ratio was 1.90. DWSD's Fiscal Year 2012 interest expense as a percent of operating revenue, at
approximately 32% for the water system, is slightly above its peer group average of 25%. Also in Fiscal Year 2012,
DWSD initiated a performance benchmarking program to evaluate financial conditions and establish realistic goals.

Historical Revenues and Expenses ($MM)

2007 2008 2009 2010 2011 2012
Operating Revenues

Water Sales - Detroit $57.9 $74.4 $65.4 $70.0 $74.8 $71.5
Water Sales - Suburban 208.0 216.9 206.3 210.7 237.1 258.6
Other 2.3 1.7 2.5 4.8 4.1 6.0

Total Operating Revenue $268.3 $293.0 $274.1 $285.5 $316.0 $336.1
Operation & Maintenance Expense"” (146.3) (141.4) (149.9) (146.6) (146.9) (165.1)

Net Operating Revenues $122.0 $151.6 $124.2 $138.9 $169.1 $171.0
Non Operating Revenues 34.1 29.3 13.7 7.1 4.3

Net Revenues $156.0 $180.9 $138.0 $146.0 $173.4 N/A

Source: DWSD Offering Memorandum dated December 20, 2011; Audited Financial Statements for the period ended June 30, 2012
(1) Excludes OPEB and other "non-cash" items that do not impact net revenues for debt service

The main water supply sources are the Detroit River, to the south, and Lake Huron, to the north. DWSD's five
water treatment plants include: the Lake Huron Water Treatment Plant, the Northeast Water Treatment Plant, the
Southwest Water Treatment Plant, the Springwells Water Treatment Plant and the Water Works Park.
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The Lake Huron Water Treatment Plant began full-scale operations in 1974. The Lake Huron plant
is located at 3993 Metcalf Road in Fort Gratiot, Michigan. This plant was designed to be easily
expandable to meet the needs of growing populations in the communities it serves to the north of
Detroit. The plant has a current pumping capacity of 400 million gallons per day ("MGD").

Dedicated in 1956, the Northeast Water Treatment Plant, at 11000 E. Eight Mile Road in Detroit,
was part of an expansion program that included the construction of transmission mains, a reservoir
and booster station. The plant was built to meet the needs of suburban communities located north of
the city and has a current pumping capacity of 300 MGD.

The Southwest Water Treatment Plant, located at 14700 Moran Road in Allen Park, became
operational in 1964. The plant was acquired by the City from the Wayne County Road Commission
in a lease-purchase agreement as part of a consolidation of water services in southeast Michigan.
The plant has a current pumping capacity of 240 MGD, but it currently operates at an MDEQ-
approved capacity of 160 MGD.

The Springwells Water Treatment Plant at 8300 W. Warren Avenue in Dearborn became operational
in 1931. At the time of its dedication in 1935, the plant was the largest water treatment facility in the
world. The facility later went under a major addition in 1959 to double its capacity.

Water Works Park is DWSD's newest water treatment plant and is located at 10100 E. Jefferson
Avenue in Detroit. Water Works Park is the largest plant in Michigan to use ozone. A $35 million
expansion program increased the plant's pumping capacity to 320 MGD. Today, the plant operates at
a capacity of 240 MGD.

Water Sales & Non-Revenue Water (Mcf)

Water Sales Total
Suburban Detroit Water
Wholesale Retail Total Produced
2007 18,417,900 4,927,000 23,344,900 28,063,000
2008 18,405,500 4,145,500 22,551,000 29,360,700
2009 16,682,100 4,138,100 20,820,200 27,180,700
2010 15,676,300 3,924,000 19,600,300 25,142,700
2011 16,094,683 4,176,600 20,271,283 26,513,000

Source: DWSD Offering Memorandum dated December 20, 2011

Suburban customers receive the same water treatment provided to Detroit retail customers. However, these
customers' municipalities operate additional facilities to bring these services to their homes. DWSD provides and bills
Detroit retail customers on an individual basis, while the system provides services to and bills wholesale suburban
customers at a municipal level.

13-53846-swr
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Historic Water Rates

Rates Retail Average
(as of July 1) Detroit” Wholesale
2002 $10.69 $8.48
2003 11.65 9.25
2004 12.58 10.20
2005 12.63 10.61
2006 12.69 11.24
2007 13.56 11.81
2008 14.42 12.86
2009 15.17 13.68
2010 16.59 14.43
2011 18.09 15.72

Source: DWSD Offering Memorandum dated December
20, 2011

(1) Reflects rate charged to first 3,000 cubic
feet per month

The water system's capital improvement program focuses on maintaining the quality of water provided to
customers, improving system reliability by replacing aging infrastructure to reduce the growing incidence of main breaks,
ensuring environmental protection for all customers through upgraded infrastructure, improving employee safety through
system modifications and increasing efficiency of services to all customers by taking advantage of new technologies.
Major projects in the capital improvement program include replacement of aging water mains and rehabilitation and/or
upgrades to water treatment plants, pumping stations and reservoirs.

Water System Capital Improvement Projections ($MM)

2014 2015 2016 2017 2018
Total Financing for CIP $137.5 $137.5 $144.4 $144.4 $132.8

Sonrce: Comwvay Mackenzie presentation dated October 2, 2013

(B) The Sewage Disposal System

DWSD's sewage disposal system covers a 946-square-mile area that encompasses 35 percent of Michigan's
population in Detroit and 76 neighboring communities. The system originated in 1836 and today consists of 10 pump
stations, six combined sewer overflow ("CSQ") retention treatment basins ("RTBs"), three screening and disinfection
facilities and a total of 3,433 miles of sewer lines that carry rainwater and wastewater to the Wastewater Treatment Plant.

In Fiscal Year 2012, DWSD exhibited operating margins of 20% for the Sewer System.  The sewage disposal
system's Fiscal Year 2012 current ratio was 2.21. DWSD's Fiscal Year 2012 interest expense as a percent of operating
revenue, at approximately 25% for the system, is comparable to its peer group average of 25%. Also in Fiscal Year 2012,
DWSD initiated a performance benchmarking program to evaluate financial condition and establish realistic goals.
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Historical Revenues and Expenses ($MM)

2007 2008 2009 2010" 2011® 2012
Operating Revenues
Retail Billings® $130.6 $136.0 $162.8 $168.0 $188.9 $186.6
Wholesale Billings® 192.0 201.7 219.6 187.9 213.9 242.8
Subtotal $322.6 $337.7 $382.5 $355.9 $402.8 $429.3
Other 24.3 9.2 7.7 9.7 7.9 8.3
Total Operating Revenue $346.9 $346.9 $390.1 $365.6 $410.7 $437.7
Operation & Maintenance Expense® (200.0) (202.3) (195.5) (197.3) (230.8) (217.0)
Net Operating Revenues $147.0 $144.6 $194.6 $168.3 $179.9 $220.6
Non Operating Income 33.6 27.6 11.5 5.9 12.2
Net Revenues $180.5 $172.2 $206.1 $174.1 $192.1 N/A

Sonrce: DWSD Offering Memorandum dated June 20, 2012; Audited Financial Statements for the period ended June 30, 2012

(1) Fiscal Year 2010 Revenue includes Fiscal Year 2007 look-back adjustment

(2) Fiscal Year 2011 Revenue includes $20 million in initial allotment of look-back adjustments for Fiscal Years 2008 through 2010
(3) Net of Bad Debt Expense

(4) Excludes OPEB and other elements that do not impact net revenues for the purpose of debt service calculations

The Wastewater Treatment Plant, located at 9300 W. Jefferson Avenue in Detroit, is one of the largest single-site
wastewater treatment facilities in the United States. The treatment plant was originally designed to provide primary
treatment (screening of solids and chlorination) for the wastewater generated by 2.4 million people and, with modifications,
as many as 4.0 million people. The plant's service area in 1940 included Detroit and 11 nearby suburban communities.
Secondary treatment (more rigorous screening and treating and disinfection of biodegradable solids to produce a cleaner
effluent) was introduced in the 1960s. The Wastewater Treatment Plant continues to be the recipient of continual upgrades
in order to ensure it is capable of staying abreast of ever more stringent regulatory standards. In 1999, the Michigan section
of the American Society of Civil Engineers named the Wastewater Treatment Plant one of the top 10 engineering projects
of the 20th century.

The system's three screening and disinfection facilities are the Baby Creek, Leib and St. Aubin facilities.

e The Baby Creek facility uses fine screens and disinfection to treat combined sewage flows that pass
through it. It is located at Miller and Industrial Drive in southwest Detroit at the city limit shared
with Dearborn. The facility is rated for 5,100 cubic feet per second ("cfs"). The site area includes
the Woodmere Pumping Station that services a 450-acre portion of the Baby Creek tributary area.

e The Leib facility was constructed to address a large outfall on the Detroit River and to demonstrate
that fine screening (horizontal and vertical) in combination with 10 minutes of disinfection time is
effective at meeting public health standards. High-energy mixers are used to mix sodium
hypochlorite to maximize bacterial kill and minimize discharge of residual chlorine to the Detroit
River. The facility can treat a flow rate of up to 1,500 cfs. It began operation in 2002 and
successfully achieved the required treatment levels during the demonstration period.

e The St. Aubin facility was undertaken at the same time as the Leib facility; it uses the same
technology but utilizes a different type of screen. While St. Aubin is much smaller, with about one
fifth of the treatment capacity of Leib, it is important in addressing water quality along Chene Park
that frequently hosts concerts and other events. This facility has operated successfully since 2002.

The System's six CSO RTBs include the Belle Isle, Conner Creek, Hubbell-Southfield, Oakwood, Puritan-Fenkell
and Seven Mile combined sewer overflow retention treatment basins.

e The Belle Isle CSO RTB is the smallest CSO facility and was sized to provide 10 minutes of
detention for the peak flow of the 10-year, 1-hour storm. Located on Belle Isle along the Detroit
River, this RTB has a storage capacity of 300,000 gallons. It eliminated one untreated CSO outfall
and has been operational since March 2008.
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Detroit's largest CSO facility, the Conner Creek CSO RTB, ecliminated three outfalls and has
dramatically improved water quality in Conner Creek and the Detroit River since going into
operation in November 2005. This facility provides 62 million gallons of total storage, with
30 million gallons in the retention treatment basin and 32 million gallons in upstream structures.
High-speed mixers are used to rapidly disinfect flows and achieve the required fecal coliform limits.
This facility was sized to provide 5 minutes of detention for settling and disinfection for the peak
flow from the 10-year, 1-hour storm.

The Hubbell-Southfield CSO RTB is one of DWSD's most active, longest operating CSO facilities
and the largest on the Rouge River. Since August 1999, it has been effectively capturing and treating
combined sewage through screening, settling and disinfection to meet discharge permit requirements
that protect public health. Sized to fit into the available land and site constraints, the basin has a
22 million gallon storage capacity. The facility is located next to the Tournament Players
Championship Golf Course in Dearborn and features innovative design components that enable three
different operational modes and prevent resuspension of solids during large storms.

Located on the lower portion of the Rouge River, immediately south of I-75, the 9 million-gallon
Oakland RTB is designed to provide CSO treatment through storage plus fine screening and
disinfection. This facility includes a major influent pumping station with capacity to pump 1,800 cfs.

Located in Eliza Howell Park, the Puritan-Fenkell CSO RTB is the third Rouge River CSO RTB.
This facility successfully demonstrated that a facility sized to provide 20 minutes of detention time
for settling and disinfection of the 1-year, 1-hour storm event peak flow is sufficient to meet
protection of public health standards. The 2.8 million-gallon facility became operational in August
1999 and eliminated two untreated CSO outfalls.

DWSD's Seven Mile CSO RTB was constructed at the same time as the Hubbell-Southfield and
Puritan-Fenkell CSO RTBs with funding from the Rouge River National Wet Weather
Demonstration Program. The RTB is located on the northeast corner of West Seven Mile Road and
is sized to provide 30 minutes of detention time for settling and disinfection of the 1-year, 1-hour
storm event peak flow. It has a 2.2 million gallon storage capacity.

Treated and Billed Wastewater Volumes (Million Cubic Feet)

Billed Volume Annual
Suburban Detroit Wastewater

Wholesale Retail Total Treated
2007 15,707,500 4,331,200 20,038,700 32,725,000
2008 15,266,300 3,716,300 18,982,600 33,233,000
2009 16,469,400 3,956,900 20,426,300 35,452,100
2010 13,448,300 3,622,700 17,071,000 30,185,100
2011 15,065,300 3,743,100 18,808,900 34,476,200

Sonrce: DWSD Offering Memorandum dated June 20, 2012

The sewage disposal system also has a capital improvement program, similar to that of the water system. Some
capital improvement program initiatives include upgrades to wastewater treatment plants; rehabilitation or replacement of
sewer lines and outfall; and construction of combined sewer overflow control facilities to ensure that the system effectively
handles storm water flows and protects the environment.

Sewer System Capital Improvement Projections ($MM)

2014 2015 2016 2017 2018

Total Financing for CIP $160.2 $160.2 $140.0 $139.9 $96.5

Source: Comway Mackenzie presentation dated October 2, 2013

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

13-53846-swr
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As more fully described in Section VIII.K.1 of this Disclosure Statement, the Plan contemplates that the City may
enter into a transaction that would include the transfer of the functions of DWSD to another entity.

© DWSD Litigation

For more than 35 years, DWSD was a defendant in a lawsuit initiated by the United States Environmental
Protection Agency (the "EPA"). In 1977, the EPA sued the City and DWSD, alleging violations of the federal Clean Water
Act (the "CWA"). See United States v. City of Detroit, No. 77-71100, 2013 WL 1282021, at *3 (E.D. Mich.
Mar. 27, 2013). The case was pending in the United States District Court for the Eastern District of Michigan (the "District
Court") — and DWSD operated under federal court oversight — until March of 2013 due to "a recurring cycle" of compliance
failures with regard to the CWA and National Pollutant Discharge Elimination System ("NPDES") permits required by the
Michigan Department of Environmental Quality (the "MDEQ"). See United States v. City of Detroit, No. 77-71100, 2011
WL 4014409, at *1 (E.D. Mich. Sept. 9, 2011). Pursuant to an Administrative Consent Order (the "ACQO") with the MDEQ,
in July 2011 DWSD agreed to undertake certain remedial measures to address what the District Court had identified as
areas of persistent dysfunction, including deficiencies in maintenance, capital expenditures, planning, staffing and
procurement. See United States v. City of Detroit, Exhibit A to Motion to Dismiss, No. 77-71100 (E.D. Mich. July 25,
2011) (Docket No. 2365). As of the Petition Date, the ACO remained effective, allowing the MDEQ to continue its
oversight of DWSD.

Determining that the ACO, standing alone, was insufficient to guarantee DWSD's long-term compliance with the
CWA and NPDES standards, in 2011 the District Court ordered a "Root Cause Committee" comprised of City and DWSD
officials to formulate a plan to address the root causes of DWSD's persistent noncompliance. See City of Detroit, Order, at
3, No. 77-71100 (Nov. 4, 2011) (Docket No. 2410). The Root Cause Committee drafted — and the District Court adopted —
a "Plan of Action," which proposed to restructure DWSD to address systemic dysfunction and achieve long-term
compliance with federal and state environmental standards. Id. at 3-4. In March 2013, the Root Cause Committee
submitted a plan to the District Court recommending the creation of an autonomous DWSD. See City of Detroit, Director's
Compliance Report, at 23, No. 77-71100 (E.D. Mich. Mar. 18, 2013) (Docket No. 2526). On March 27, 2013, the District
Court issued an order closing the case and declining to address the Root Cause Committee's recommendation for the further
restructuring of DWSD. See City of Detroit, 2013 WL 1282021, at *2. In its order dismissing the case, the District Court
stated that it was satisfied that the court's orders and the ACO "have been substantially implemented." Id. at *13. Closing
the case was appropriate, the District Court said, "because the existing [ACO] is a sufficient mechanism to address any
future issues regarding compliance with DWSD's NPDES permit and the [CWA]." Id. at *17. On April 8, 2013, the Sixth
Circuit Court of Appeals issued a ruling in favor of certain unions that had sought to intervene in the case prior to the
dismissal, reversing the District Court's denial of certain motions to intervene and remanding for a limited grant of
intervention. See United States v. City of Detroit, 712 F.3d 925, 926 (6th Cir. 2013). On June 5, 2013, the District Court
issued an order to show cause regarding the question of whether the District Court is divested of jurisdiction to address the
remanded issues as a result of the order of dismissal. See City of Detroit, Order to Show Cause, at 4, No. 77-71100 (E.D.
Mich. June 5, 2013) (Docket No. 2535). The City also has commenced an appeal in this case. See City of Detroit, Notice
of Appeal, at 1, No. 77-71100 (E.D. Mich. May 22, 2013) (Docket No. 2532). On July 30, 2013, the Sixth Circuit Court of
Appeals stayed the City's appeal pending resolution of the City's chapter 9 case. See United States v. City of Detroit, Order,
at 1, No. 13-1708 (6th Cir. July 30, 2013).

ii. Transportation Fund/DDOT

Detroit's transportation fund (the "Transportation Fund") accounts for the City's mass transit system, which is
administered by the Detroit Department of Transportation ("DDOT"). Established in 1922 as the Department of Street
Railways and providing mass transit bus service to City residents since 1925, DDOT is the largest public transit provider in
Michigan. A municipal department of the City, DDOT operates a fleet of more than 400 buses on 36 routes daily and
serving riders at approximately 6,000 bus stops throughout the City and in some nearby suburban communities. DDOT
employed 1,198 workers during Fiscal Year 2012 and, as of the Petition Date, consisted of 13 divisions: an Administrative
Division, a Capital Projects Division, a Customer Relations and Communications Division, a Finance Division, a Human
Resources Division, a Transportation Operations Division, a Management Information Services Division, a Materials
Management Division, a Building Maintenance Division, a Purchasing and Contract Administration Division, a Security
and Risk Management Division, a Strategic Planning Division and a Vehicle Maintenance Division. DDOT ranks 39th in
ridership among public transit agencies nationwide; it provided 32.8 million passenger trips during Fiscal Year 2012.
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During Fiscal Year 2013, the City received payments into the Transportation Fund in the total amount of
approximately $148.0 million (including a General Fund subsidy of approximately $47.2 million) and made payments from
the Transportation Fund in the total amount of $175.7 million.

iii. Automobile Parking Fund/MPD

The City's Municipal Parking Department ("MPD") consists of two divisions which include the Auto Parking
System ("APS") and the Parking Violations Bureau ("PVB"). APS is primarily responsible for the operation and
maintenance of seven parking garages and certain on-street parking spaces. The activities of APS are accounted for in the
"Automobile Parking Fund," which is an Enterprise Fund that services the City's Parking Bonds. PVB is primarily
responsible for the enforcement of on-street parking ordinances, including the issuance, processing and collection of
parking tickets. PVB's revenues net of expenses are accounted for in the General Fund.

As of the Petition Date, APS managed seven parking garages containing a total of 6,793 spaces and approximately
3,404 on-street metered parking spaces. As of the Petition Date, projected revenue of APS for Fiscal Year 2013 was
approximately $12.9 million. Expenses were projected to be approximately $12.9 million for the same period, with any
"due to/due from" activity with the General Fund projected to net out to zero.

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

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

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

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

4. Sources of General Fund Revenue

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

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

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

(b) Property Taxes

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

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

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

(c) Casino Wagering Taxes

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

(d) Utility Users' Tax

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

As of the Petition Date, Detroit received unrestricted aid from the State in connection with constitutional and
statutory sharing of sales tax revenue and economic vitality incentive payments ("EVIP"). The State has shared a portion of
state sales tax revenues with Michigan municipalities since the 1930s. In particular, pursuant to Article IX Section 10 of
the Michigan Constitution, the State is required to distribute 15% of all state taxes imposed on retailers on taxable sales at
retail of tangible personal property at a rate of not more than 4% to its townships, cities and villages based on their
population. The amount of constitutional state revenue sharing received by the City, therefore, is a function of amount of
qualifying tax revenues and the population of the City relative to other municipalities eligible to receive revenue sharing
payments and cannot easily be modified.

In addition to constitutional revenue sharing provided to the City, the State provides certain funds to cities, villages
and townships (and, under a separate program, counties) by statute. The statutory distribution is authorized by legislative
action and is subject to annual appropriation by the Legislature. Beginning with the State's Fiscal Year 2012, the State has
replaced the prior statutory revenue sharing distribution (determined by a formula based on a municipality's taxable value
and population) with incentive-based EVIP payments that are distributed to municipalities that comply with certain "best
practices" and reporting requirements. Most recently, under Michigan Public Act 59 of 2013, the EVIP requirements for
Fiscal Year 2014 are separated into three categories. A municipality receives one-third of the maximum EVIP distribution
for which it is eligible for satisfying each of three categories of requirements, as follows:

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

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

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

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

In addition to the tax revenue streams described above, the City receives revenues from fees for City-provided
services, permits, licenses and parking fines. General Fund revenues from these sources totaled approximately
$166.4 million in Fiscal Year 2013 (from approximately $171.1 million in Fiscal Year 2012). The City also receives
revenue from grants and programs subsidized by other governments (including, for example, the federal government, the
State and Wayne County) and non-profit organizations, such as funding for community development and blight elimination
projects. General Fund revenues from these sources totaled approximately $61.1 million during Fiscal Year 2013 (from
$81.0 million in Fiscal Year 2012). The City is generally precluded from charging fees that exceed the costs of providing
the relevant services under the decision of the Michigan Supreme Court in Bolt v. City of Lansing, 587 N.W.2d 264
(Mich. 1998), in addition to other statutory or regulatory provisions applicable in specific cases.

5. Assets
(a) Art Housed at Detroit Institute of Arts

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

Today, the DIA Collection is considerably larger than was the collection of Transferred Art in 1919. The City has
purchased numerous works of art since the Asset Transfer and, in particular, acquired many of the DIA Collection's most
notable pieces between 1922 and 1930. Prior to the Asset Transfer, in 1915, the Detroit Museum of Art owned
approximately 4,400 works of art; by 1930, the DIA Collection contained nearly 12,000 works. To house the
rapidly-growing DIA Collection, the City financed the construction of the current DIA museum building, which opened in
1927 and cost an estimated $4 million. The DIA Collection also has been augmented by many gifts acquired during the
95-year period since the Asset Transfer. As of the Petition Date, the DIA Collection consisted of approximately 65,000
works of art. The corporation formerly known as the Detroit Museum of Art continued to exist after the Asset Transfer.
Today, that corporation — which has changed its name several times since 1919 and now bears the name "The Detroit
Institute of Arts" and is referred to in this Disclosure Statement as the "DIA Corp." — contracts with the City to operate the
museum building and manage, preserve and display the DIA Collection. In August of 2012, the voters of each of Macomb,
Oakland and Wayne Counties approved the levying of real and personal property taxes at a rate of 0.2 mills for a period of
10 years by their respective art institute authorities, which were established pursuant to Michigan Public Act 296 of 2010,
the Art Institute Authorities Act, MCL §§ 123.1201 ef seq.

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

As discussed in greater detail in Section VIII.K.6.a of this Disclosure Statement, in 2013, the City engaged
Christie's Inc. ("Christie's") to appraise the portion of the DIA Collection that was acquired using City funds. On December
17, 2013, Christie's issued its final appraisal, estimating the aggregate fair market value of the Appraised Art (as defined in
Section VIIL.K.6.a) to be between $454 million and $867 million.
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(b) City-Owned Land

An estimated 22 square miles of land within City limits is government-owned, including parcels owned by the
City, Wayne County and the State. Many of these parcels are vacant overgrown lots with illegal dumping or contain
abandoned buildings in need of demolition. It has been estimated that the City owns approximately 60,000 parcels of
vacant land and approximately 10% of the estimated 78,000 vacant structures within City limits. The vast majority of
City-owned parcels have limited present commercial value. The City's efforts to address blight, remove vacant structures
and encourage beneficial uses of City-owned land — which measures include initiatives involving the Detroit Land Bank
Authority and the Michigan Land Bank — are addressed in Section IX.A.1 of this Disclosure Statement.

(c) Belle Isle Park

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

In recent years, the City's Recreation Department has maintained and operated Belle Isle Park at an annual cost of
approximately $6 million. Pursuant to a lease agreement between the City and the State approved by the LEFALB on
November 12, 2013 (discussed in greater detail in Section VIIL.K.5 of this Disclosure Statement), as of February 10, 2014,
Belle Isle Park is being operated as a state park.

(d) Detroit-Windsor Tunnel

The Detroit-Windsor Tunnel is an 84-year-old automotive tunnel beneath the Detroit River that connects Detroit
and Windsor, Ontario. The City owns the portion of the tunnel located in the United States and is currently leasing it to
Detroit Windsor Tunnel LLC. Approximately two million vehicles pass through the tunnel annually. Detroit Windsor
Tunnel LLC leases the City's portion of the tunnel for an annual rental payment equal to 20% of the average annual net
operating income, excluding income taxes and operating expenses for the City's portion of the tunnel, derived from the
operations of the Detroit side of the tunnel over the most recent five years, which recently has been less than $1 million per
year, as operating revenue for the Detroit side of the tunnel has totaled less than $5 million annually during recent years.
The governing Tube Lease and Sublease (the "Tunnel Leases") run through 2020.

On July 25, 2013, American Roads Alabama Holdings, LLC (f/k/a American Roads LLC) ("American Roads") —
an affiliate of Detroit Windsor Tunnel LLC — commenced a chapter 11 bankruptcy case in the United States Bankruptcy
Court for the Southern District of New York. See In re Am. Roads LLC, Chapter 11 Petition, No. 13-12412 (Bankr.
S.D.N.Y. July 25, 2013) (Docket No. 1). On August 21, 2013, the bankruptcy court issued an order authorizing American
Roads and its debtor-affiliates to assume the Tunnel Leases. Am. Roads, Order Authorizing the Debtors to Assume the
Detroit-Windsor Tunnel Leases with the City of Detroit (Bankr. S.D.N.Y. Aug. 21, 2013) (Docket No. 97).
The bankruptcy court approved American Roads' prepackaged plan of reorganization on August 28, 2013, pursuant to
which plan Syncora Guarantee Inc. (together with its affiliates, "Syncora") became the owner of American Roads and its
debtor-affiliates, including Detroit Windsor Tunnel LLC. See Am. Roads, Order Approving Debtors' Disclosure Statement
for, and Confirming, Debtors' Joint Prepackaged Chapter 11 Plan (Bankr. S.D.N.Y. Aug. 30, 2013) (Docket No. 129).

(e) Coleman A. Young Airport

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

® Joe Louis Arena

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

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

In July 2013, Olympia proposed a project to build a new arena in downtown Detroit — which would replace Joe
Louis Arena as the home of the Red Wings — along with a mixed-use residential, retail and entertainment district. The
proposed project involves a cooperative arrangement between Olympia and the City of Detroit Downtown Development
Authority (the "DDA"). The DDA was created by the Detroit City Council by Ordinance No. 119-H on May 20, 1976,
under the provisions of Michigan Public Act 197 of 1975, the Downtown Development Authority Act, MCL §§ 125.1651
et seq. The DDA was established for the purpose of promoting and developing economic growth in Detroit's downtown
business district. The DDA funds its activities by an ad valorem tax of one mill on real and tangible personal property not
exempt by laws in the downtown development district, and the issuance of negotiable revenue and tax increment
obligations. For financial reporting purposes, the DDA is a component unit of the City because the members of the DDA's
Board of Directors are appointed by the City's mayor and are confirmed by the Detroit City Council, which approves the
DDA's budget. Further developments during this chapter 9 case regarding this transaction are provided in Section VIIL.K.7
of this Disclosure Statement.

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

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

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

1. Revenue Bonds

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

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

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

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

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

A schedule of the DWSD Sewer Bonds and related DWSD Revolving Sewer Bonds is attached hereto as
Exhibit B.

(b) Water Fund Revenue Bonds & DWSD Revolving Water Bonds

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

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

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

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

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

2. General Fund Obligations

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

(a) Unlimited Tax General Obligation Bonds

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

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

On November 8, 2013, National and Assured filed a joint complaint (the "National/Assured Complaint") and
Ambac filed a complaint (the "Ambac Complaint") against the City commencing adversary proceeding numbers 13-05309
and 13-05310 in the Bankruptcy Court. The National/Assured Complaint and the Ambac Complaint each allege that the
City's Unlimited Tax General Obligation Bond debt is entitled to special treatment in the City's chapter 9 case (the "UTGO
Litigation"). National and Assured and Ambac seek declaratory judgments and orders that the City must segregate certain
tax revenues from the City's other sources of revenue and apply them solely for the purpose of servicing the City's
obligations under the Unlimited Tax General Obligation Bonds. National, Assured and Ambac allege that the Unlimited
Tax General Obligation Bonds are secured obligations of the City.

In papers filed with the Bankruptcy Court, the City has disputed the plaintiffs' characterization of the City's
obligations with respect to the Unlimited Tax General Obligation Bonds. The City took the position that the Unlimited Tax
General Obligation Bond debt is a general unsecured obligation. The City also took the position that the bondholders are
precluded from seeking relief, both because there is no private right of action under Revised Municipal Finance Act of
2001, MCL §§ 141.2101 et seq. (the "Municipal Finance Act") and because section 904 of the Bankruptcy Code bars the
Bankruptcy Court from entering an order that would interfere with the City's political or governmental powers or with its
property or revenues. Further, the City argued that the Unlimited Tax General Obligation Bonds are backed only by a
promise to repay them either from general revenue or ad valorem taxes, and that this does not grant the bondholders a lien
on tax revenue. Finally, the City has contested the plaintiffs' assertion of a property interest in the ad valorem tax revenues.
The UTGO Litigation, or the settlement thereof, may have an effect on the City's ability to continue to collect the ad
valorem tax related to the Unlimited Tax General Obligation Bond debt. As of the date of this Disclosure Statement, the
UTGO Litigation remains pending.

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

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

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

-78-
13-53846-swr Doc 3382 Filed 03/31/14 Entered 03/31/14 18:36:38 Page 91 of 162



The Ambac Complaint alleges that the City is obligated to use general tax revenues collected within the City's
charter, statutory or constitutional limitations to service the Limited Tax General Obligation Bonds (the "LTGO
Litigation"). The City disputes Ambac's characterization of the City's obligations with respect to the Limited Tax General
Obligation Bonds. The City believes that the Limited Tax General Obligation Bonds merely create a "first budget
obligation" under the Municipal Finance Act, which creates a priority inconsistent with chapter 9 distribution rules (and
therefore is ineffective in chapter 9) and does not create a lien or trust. Moreover, although Ambac contends that all other
Unsecured Claims are subordinated to the Limited Tax General Obligation Bond debts, the City's position is that such
subordination can be accomplished only through an inter-creditor agreement; i.e., the City cannot agree to make certain
creditors' claims subordinate to the claims of another creditor. As of the date of this Disclosure Statement, the LTGO
Litigation remains pending.

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

As of the Petition Date, the City owed approximately $123.8 million in other outstanding installment notes and
loans payable related to various public improvement projects. These obligations included: (i) an Estimated Aggregate
HUD Installment Note Amount of $90.1 million in notes payable, which notes were issued in connection with the
"Section 108" HUD Loan Guarantee Program and are secured by (A) present and future "Block Grant" revenues, (B) other
revenues in the form of program income generated from the use of proceeds from the issuance of HUD Installment Notes,
(C) funds in accounts created in accordance with HUD Installment Note Documents and (D) certain other pledged
collateral; and (ii) approximately $33.7 million in loans payable ($33.6 million of which is a non-interest bearing unsecured
loan, with flexible maturity, payable to the DDA as general operating funds become available).

3. Certificates of Participation

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

The Service Corporations are Michigan nonprofit corporations incorporated by the City pursuant to state law.
Both of the Service Corporations, however, are fiscally dependent upon and provide services entirely to the City.