
(a)

(b)

(c)

(d)

(e)

(a)

Detroit, Michigan, Code of Ordinances >> Part III - CITY CODE >> Chapter 18 - FINANCE AND 
TAXATION >> ARTICLE XVI. - PENSION SYSTEM FUNDING PROGRAM >> DIVISION 1. - FINDINGS, 
DEFINITIONS AND INTERPRETATION >> 

DIVISION 1. - FINDINGS, DEFINITIONS AND INTERPRETATION

Sec. 18-16-1. - Legislative findings—pension system funding program.
Sec. 18-16-2. - Legislative findings—2005 transaction.
Sec. 18-16-3. - Legislative findings—2006 transaction.
Sec. 18-16-4. - Legislative findings—pledged property,
Sec. 18-16-5. - Definitions.
Sec. 18-16-6. - Definitions related to developer payments.
Sec. 18-16-7. - Interpretation.

Sec. 18-16-1. - Legislative findings—pension system funding program.

The Detroit City Council expressly finds and determines that: 

Article 9, Section 24 of the 1963 Michigan Constitution of the States of Michigan 
obligates the city to maintain the actuarial integrity of its general retirement system 
(the GRS) and its police and fire retirement system (the PFRS and together with the 
GRS, the pension system). 
Maintaining the actuarial integrity of the pension system is both a constitutional 
obligation and an important public purpose of the city, and, to that end, the city 
undertook the 2005 Transaction and the 2006 Transaction, as hereinafter described in 
sections 18-16-2 and 18-163, respectively (the pension system funding program). 
The pension system funding program contributes to the quality of life in the City of
Detroit (the city, whether referring to the Michigan municipal corporation by that name 
or the territory within the boundaries thereof) by providing a source of income to the 
city's public service employees through funding of certain of the city's pension 
obligations. 
The pension system funding program further contributes to the quality of life in the city 
by reducing the financial requirements of the pension system and permitting tax 
receipts to be used for other purposes. 
Due to certain events affecting the hereinafter defined insurers and the city, it is 
necessary that the city pledge revenues, as described in section 18-16-4, as an 
incident of the pension funding program. 

(Ord. No. 05-09, § 1, 5-26-09) 

Sec. 18-16-2. - Legislative findings—2005 transaction.

The Detroit city council expressly finds and determines that the following actions constitute 
the 2005 transaction, undertaken by the city as part of its pension system funding program. 

By Ordinance No. 03-05 the city provided an alternative funding mechanism for, 
respectively, the GRS and the PFRS (each, an alternative funding mechanism) to 
provide for unfunded accrued actuarial liability (UAAL) of the GRS (GRS UAAL) and 
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UAAL of the PFRS (PFRS UAAL and together with the GRS UAAL, pension system 
UAAL). 
By Ordinance No. 05-05 (the funding ordinance) the city provided for incorporation of 
two (2) service corporations, the Detroit General Retirement System Service 
Corporation and the Detroit Police and Fire Retirement System Service Corporation 
(each, a service corporation and collectively, the service corporations) to serve as the 
means to fund pension system UAAL. 
The funding ordinance also provided for the execution by the city of a service contract 
with each of the service corporations (collectively, the 2005 Service Contracts), and it
approved the form of the contract administration agreement and the trust agreement 
(the 2005 Funding Trust) which provided for the issuance of the taxable certificates of 
participation, series 2005 (the 2005 COPs). 
The service Corporations sold their rights to receive certain payments (2005 service 
payments) under the 2005 service contracts to the 2005 Funding trust, and the 2005 
COPs represented undivided interests in the 2005 service payments. 
Because certain of the 2005 COPs had components of the service payments based 
on variable rates (the variable rate 2005 COPs), the service corporations entered into 
interest rate swap agreements (collectively, the 2005 hedges) with UBS AG (UBS), 
SBS Financial Products Company LLC (SBS) and an additional counterparty in order 
to hedge payments due under the 2005 service contracts in respect of the variable 
rate 2005 COPs. 
Under certain circumstances Merrill Lynch Capital Services Inc. agreed to assume the 
obligations under the 2005 hedges to which SBS was a party. Each of UBS, the 
additional counterparty, SBS and Merrill Lynch Capital Services Inc. are herein called 
a 2005 counterparty and collectively, the 2005 counterparties. 
The city approved the 2005 hedges in the funding ordinance and acknowledged the 
risks associated with them, including the risk that "unforeseen events may occur 
which may have material adverse effects on present expectations." 
The city agreed in the 2005 service contracts to make payments (2005 hedge 
payables) to the service Corporations sufficient to pay amounts owing by the service 
corporations under the 2005 hedges. 
The obligations of the service corporations under certain of the 2005 service 
contracts, including the obligations to pay 2005 hedge payables under certain of the 
2005 hedges, were insured by Financial Guaranty Insurance Company (FGIC), and 
the obligations of the Service Corporations under the remaining 2005 service 
contracts were insured by XL Capital Assurance Inc. (now known as Syncora 
Guarantee Inc., Syncora, and together with FGIC, the Insurers). 
The 2005 hedges provided that an additional termination event (the 2005 additional 
termination event) would occur if two events occurred:

The ratings of Insurers were reduced below a certain level by certain of the 
rating agencies rating the 2005 COP's; and
Such rating agencies also reduced, although not necessarily 
contemporaneously, the rating of the 2005 COPs below investment grade (the 
2005 trigger event). 

The 2005 additional termination event permitted the 2005 Counter-parties to terminate 
the 2005 hedges and pay or receive the net termination value determined by the 
respective value of the service corporations' and the 2005 counterparties' obligations 
under the 2005 hedges.
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Proceeds of the 2005 COPs were provided to GRS and PFRS for application in 
accordance with the respective alternative funding mechanism. 

(Ord. No. 05-09, § 1, 5-26-09) 

Sec. 18-16-3. - Legislative findings—2006 transaction.

The Detroit City Council expressly finds and determines that the following actions constitute 
the 2006 transaction, undertaken by the city as part of its pension system funding program. 

The 2006 Transaction was undertaken in connection with the increase in the 
amortization period of UAAL by both GRS and PFRS to 30 years and was entered 
into to reduce the annual funding costs of the pension system UAAL funded by the 
2005 transaction and thereby advance the purposes of the pension system funding 
program. 
The 2006 transaction was structured substantially similar to the 2005 transaction.

By resolution adopted on April 26, 2006 (the 2006 Resolution), the city 
provided for the execution by the city of a service contract with each of the 
service corporations (collectively, the 2006 service contracts), and it approved 
the form of the contract administration agreement and the trust agreement (the 
2006 funding trust) which provided for the issuance of the taxable certificates of 
participation, series 2006 (the 2006 COPs) to refund the variable rate 2005 
COPs. 
The service corporations sold their rights to receive certain payments (2006 
service payments) under the 2006 service contracts to the 2006 funding trust, 
and the 2006 COPs represented undivided interests in the 2006 Service 
payments. 
Because certain of the 2006 COPs had components of the 2006 service 
payments based on variable rates (the Variable Rate 2006 COPs), the service 
corporations entered into interest rate swap agreements (collectively, the 2006 
Hedges) with UBS and SBS in order to hedge payments due under the 2006 
service contracts in respect of the variable Rate 2006 COPs. 
Under certain circumstances Merrill Lynch Capital Services Inc. agreed to 
assume the obligations under the 2006 hedges to which SBS was a party. 
Each of UBS, SBS and Merrill Lynch Capital Services Inc. are herein called a 
2006 counterparty and collectively, the 2006 counterparties. 
The City approved the 2006 hedges in the 2006 resolution and acknowledged 
the risks associated with them, including the risk that "unforeseen events may 
occur which may have material adverse effects on present expectations." 
The City agreed in the 2006 service contracts to make payments of the 2006 
hedge payables (defined below) to the service corporations sufficient to pay all 
amounts owing by the service corporations under the 2006 hedges. 
The obligations of the service corporations under the 2006 service contracts, 
including the obligations to pay 2006 hedge payables were insured by the 
insurers. 
As in the 2005 transaction, the 2006 hedges provided that an additional 
termination event (the 2006 additional termination event) would occur if two 
events occurred:

Page 3 of 9DIVISION 1. - FINDINGS, DEFINITIONS AND INTERPRETATION

8/15/2013http://library.municode.com/HTML/10649/level4/PTIIICICO_CH18FITA_ARTXVIPESY...

13-53846-swr    Doc 410-9    Filed 08/19/13    Entered 08/19/13 12:21:29    Page 3 of 9



(ii)

(9)

(10)

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

(i)

(j)
(i)

The ratings of Insurers were reduced below a certain level by certain of 
the rating agencies rating the 2006 COPs; and
Such rating agencies also reduced, although not necessarily 
contemporaneously, the rating of the 2006 COPs below investment 
grade (the 2006 trigger event). 

The 2006 additional termination event permits the 2006 counterparties to 
terminate the 2006 hedges and pay or receive the net termination value 
determined by the respective value of the service corporations' and the 2006 
counterparties' obligations under the 2006 hedges.
The 2005 hedges were terminated with termination values in favor of the city, 
and proceeds of the 2006 COPs were used to refund the variable rate 2005 
COPs. 

(Ord. No. 05-09, § 1, 5-26-09) 

Sec. 18-16-4. - Legislative findings—pledged property,

The city council expressly finds and determines as follows: 

In January 2009, the 2006 counterparties notified the service corporation and the city 
that they believed that the 2006 trigger event had occurred and that they were 
permitted by the terms of the 2006 hedges to declare a 2006 additional termination 
event thereunder. 
The declaration of the 2006 additional termination event in January 2009 could have 
resulted in the imposition of an immediate obligation on the city to make a combined 
payment to the service corporations (the hedge termination payment ) under the 2006 
service contracts in the range of $300 million to $400 million. 
The 2006 counterparties may seek judicial recourse if the city fails to make immediate
payment of the hedge termination payment.
Such judicial recourse may result in judgment liability forcing the city to raise taxes 
without limit as to rate or amount.
Such taxes will be destructive of the quality of life in the city and will place its residents 
under a severe financial burden.
In lieu of declaring the 2006 additional termination event and in the interest of 
avoiding fees and expenses of litigation, the city, the service corporations and the 
2006 counterparties have agreed in principle to the terms for settlement (the term
sheet), which are confidential and non-binding. 
The non-binding terms set forth in the term sheet are acceptable to the city and the 
service corporations and provide the only feasible alternative available to the city to 
avoid the declaration of the 2006 termination event. 
The term sheet provides for the pledge of certain revenues and certain other assets, 
now or hereafter receivable by the city, referred to below as pledged property, to
secure payment of the 2006 hedge payables as and when the same become due 
under the 2006 service contracts. 
The Michigan Gaming Control and Revenue Act, being MCL 432.201 et seq., MSA
18.969(201), et seq., as amended (the Wagering Tax Revenue Statute), authorizes
the city to levy certain taxes pursuant to Section 12 thereof. 
The pledged property shall include:
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(ii)

(iii)

(iv)

(k)

(1)

(2)

(l)

(m)
(n)

(a)

Taxes levied or imposed or to be levied or imposed by Detroit City Code
section 18-14-3 pursuant to Section 12(4)(b) the Wagering Tax Revenue 
Statute (Wagering Taxes); 
Taxes collected or to be collected by the City pursuant to Section 12(5) of the 
Wagering Tax Revenue Statute (Additional Wagering Taxes); 
All proceeds of taxes to which the city is at any time or from time to time 
entitled under Section 12(l) of the Wagering Tax Revenue Statute on account 
of the city rescinding or otherwise being unable to exercise its option to collect 
Wagering Taxes and all other amounts payable to the City pursuant to Section 
12 of the Wagering Tax Revenue Statute (Alternative Taxes); and 
Developer payments (defined below) payable to the city under the development 
agreements (defined below).

The use and application of the Wagering Tax property as herein provided is for 
purposes authorized by Section 12(3)(a) of the Wagering Tax Revenue Statute (and 
any regulation or ordinance relating thereto), in particular, but not exclusively, as 
follows: 

Pledging the Wagering Tax property will improve the quality of life in the city 
beyond what it would be in the absence of such action; and 
Pledging the wagering tax property will reduce taxes levied or imposed by the 
city or to be levied or imposed by the city from what they would be in the 
absence of such action. 

The use and application of the Wagering Tax property as herein provided will not 
supplant existing state appropriations or local expenditures and therefore will not be 
used in violation of Section 12(14) of the Wagering Tax Revenue Statute. 
No pledge of or lien upon the Pledged property has been previously created.
This Ordinance is adopted for the purpose of implementing the transactions 
contemplated by the term sheet, and when this Ordinance becomes effective and 
implemented by one or more resolutions as herein provided and the definitive 
documents (defined below) are executed and delivered, the complete agreement of 
the city and the 2006 counterparties shall be expressed thereby.

(Ord. No. 05-09, § 1, 5-26-09) 

Sec. 18-16-5. - Definitions.

The following terms have the following respective meanings unless the context otherwise 
clearly requires.

Account means either the holdback account or the receipts account, as the context 
may require. 

Article 9 means the Michigan Uniform Commercial Code—Secured Transactions 
being MCL 440.9101 et seq. 

Casino licensee has the same meaning given such term in section 18-14-2 of the 
Detroit City Code.

City hedge payables obligations mean the city's obligation, whether now existing or 
hereafter arising, to pay to each service corporation under the respective service contract the 
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(i)

(ii)

amounts of the hedge payables as such amounts may now or hereafter become due and 
payable.

City payment means payments made by the city from the city's general fund to the 
holdback account in such amounts as are necessary to pay the holdback obligations. 

City pledge has the meaning given that term in section 18-16-8. 

Collateral agreement means an agreement to be entered into by the city, the 
custodian, each service corporation and each counterparty for the purpose of securing the 
city's obligation under the service contracts to pay hedge payables (as defined below) to the 
service corporations. 

Counterparty means any 2006 counterparty and any successor thereto or assignee of 
its hedge pursuant to the terms thereof. 

Custodian means a bank eligible to be a depositary of city funds that is serving as 
"custodian" under the collateral agreement. 

Definitive documents has the meaning given that term in section 18-16-18. 

Developer has the meanin given that term in section 18-16-6. 

Developer payment has the meaning given that term in section 18-16-6. 

Development agreement has the meaning given that term in section 18-16-6. 

Excluded property means revenues, and proceeds thereof, paid to the city from the 
receipts account, or released to the city from the holdback account, pursuant to the collateral 
agreement, together with the right of the city to receive any such amounts as and when paid 
or released. 

Finance director means the finance director of the city.

Hedge means any 2006 hedge amended as provided in section 18-16-23. 

Hedge payables means, collectively, the hedge payables as defined in each service 
contract. 

Hedge periodic payables means, collectively, the hedge periodic payables as defined 
in each service contract. 

Holdback account means an account to be established in the collateral agreement 
into which shall be deposited such amounts as are appropriated pursuant to section 18-16-
16 by the city council from the city's general fund for the payment of each city payment. 

Holdback obligations means the scheduled fees and expenses of the Custodian to be 
paid each fiscal year plus the greater of: 

All hedge periodic payables (without giving effect to any netting) payable by the 
service corporations during such fiscal year; and 
For the fiscal year commencing July 1, 2009, the amount of $49,936,975; and
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(b)

for each subsequent fiscal year, the amount of $50,736,975, as adjusted upon or following 
the occurrence of certain additional termination events as contemplated in the term sheet 
and to be provided for in the collateral agreement. 
Irrevocable instruction means the instruction of the city to each casino licensee and 

developer to pay directly to the custodian all wagering tax property and developer payments,
respectively, and meeting the requirements of section 18-16-24. 

Payment section has the meaning given that term in section 18-16-6. 

Permitted liens has the meaning given that term in section 18-16-21. 

Pledged property means the revenues, any investments made from time to time 
thereof, the accounts, all amounts standing to the credit thereof from time to time, and any 
and all proceeds of any thereof. 

Receipts account means an account to be established in the collateral agreement into 
which revenues shall be deposited as received by the custodian. 

Revenues means, collectively, developer payments and wagering tax property. 

Service contract means any 2006 service contract as amended pursuant to section 18
-16-22. 

Service corporation pledge has the meaning given such term in section 18-16-14. 

Wagering tax property means, collectively, the wagering taxes, additional wagering 
taxes and alternative taxes, including any interest and penalties thereon as provided for 
under Detroit City Code section 18-14-6(c) and any and all proceeds of any thereof. For the 
avoidance of doubt, Wagering Tax property does not include any municipal service fees 
authorized to be imposed by the city pursuant to Section 13 of the Wagering Tax Revenue 
Statute. 

The terms defined in the legislative findings (being Sections 18-16-1 through 18-16-4) are 
used herein as therein defined unless the context otherwise clearly requires. Such terms 
include:
Additional Wagering Taxes 
Alternative taxes 
City 
Insurers 
SBS 
Service Corporations 
2006 COPs 
2006 Counterparties 
2006 Hedges
2006 Service Contracts 
2006 Transaction 
UBS 
Wagering Tax Revenue Statute 

(Ord. No. 05-09, § 1, 5-26-09) 

Page 7 of 9DIVISION 1. - FINDINGS, DEFINITIONS AND INTERPRETATION

8/15/2013http://library.municode.com/HTML/10649/level4/PTIIICICO_CH18FITA_ARTXVIPESY...

13-53846-swr    Doc 410-9    Filed 08/19/13    Entered 08/19/13 12:21:29    Page 7 of 9



(i)
(ii)

(iii)
(iv)

(i)

(ii)

(iii)

(i)

(ii)

(iii)

Sec. 18-16-6. - Definitions related to developer payments.

The following terms have the following respective meanings unless the context otherwise 
clearly requires: 

Developer means any existing developer and any new developer. 

Developer payment means: 

Amounts payable under each existing payment section;
As of any particular date, the aggregate amounts payable under any new payment 
section up to but not exceeding the aggregate amounts that would have been payable 
under the applicable existing payment section as of such date;
Any interest payable, in respect of amounts payable under each payment section; and
Any amounts payable under any guaranty or other credit enhancement, in respect of 
any amounts payable under any payment section.

For the avoidance of doubt, developer payments does not include any other payments or rights to 
reimbursement made or to be made under any development agreement. 

Development agreement means any existing development agreement and any new 
development agreement. 

Existing casino means any of the following casinos as the context may require: 

The casino currently known as the Greektown Casino and currently located at 555 E. 
Lafayette Boulevard in Detroit, Michigan;
The casino currently known as the MGM Grand Detroit Casino and currently located 
at 1300 John C. Lodge in Detroit, Michigan; and 
The casino currently known as the MotorCity Casino and currently located at 2901 
Grand River Avenue in Detroit, Michigan.

Existing developer means each of Detroit Entertainment, L.L.C., Greektown Casino, L.L.C., 
MGM Grand Detroit, L.L.C. and any successor to any of them or assignee of any of their respective 
existing development agreements. 

Existing development agreement means any of the revised development agreements among 
the city, The Economic Development Corporation of the City of Detroit and an Existing Developer, 
as in effect on the effective date of this ordinance, as such revised development agreement maybe 
modified or revised from time to time hereafter, and any substitute fo such revised development 
agreement with an existing developer. 

Existing payment section means each of the following sections and any substitute for any 
such section in an existing development agreement:

Section 3.16(a)(iv) of the existing development agreement with Greektown Casino, 
L.L.C. as the existing developer;
Section 3.16(a)(iv) of the existing development agreement with MGM Grand Detroit, 
L.L.C. as the existing developer; and
Section 3.14(a)(iv) of the existing development agreement with Detroit Entertainment,
L.L.C. as the existing developer.
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(a)

(b)

(c)

(d)

(e)

New Developer means a person (that is not a public body) other than an existing developer. 

New development agreement means an agreement with respect to an existing casino to 
which the city and a new developer are parties and which contains a new payment section. 

New payment section means a section in a new development agreement that provides for 
the calculation of payments similar to the calculation of payments made under an existing payment 
section. 

Payment section means any existing payment section and any new payment section. 

(Ord. No. 05-09, § 1, 5-26-09) 

Sec. 18-16-7. - Interpretation.

Unless the context otherwise indicates, words importing the singular include the plural and 
vice versa.
References herein or in the preamble herto to any Public Act, or codification thereof, or any 
section, subsection or paragraph thereof include any amendments to such Public Act, or 
codification thereof, or to any section, subsection or paragraph thereof and any substitute
therefor. 
References herein or in the preamble hereto to any section, subsection or paragraph of 
either the Wagering Tax Revenue Statute or the Detroit City Code include any amendments 
to such section, subsection or paragraph as the same may be amended from time to time 
and any substitute therefor. 
The divisions and the captions of the sections of this Ordinance are for convenience of 
reference only and shall not affect the meaning or interpretation of this ordinance or any 
sections thereof. 
Except as otherwise expressly provided in this ordinance, the term sheet shall not affect the 
meaning or interpretation of this ordinance or any sections thereof. 

(Ord. No. 05-09, § 1, 5-26-09) 
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