EMERGENCY MANAGER
CITY OF DETROIT

ORDER No. 17

APPROVAL OF POSTPETITION FINANCING

BY THE AUTHORITY VESTED IN THE EMERGENCY MANAGER
FOR THE CITY OF DETROIT
PURSUANT TO MICHIGAN PUBLIC AcCT 436 OF 2012,
KEVYN D. ORR, THE EMERGENCY MANAGER,
ISSUES THE FOLLOWING ORDER:

Whereas, on March 28, 2013, Michigan Public Act 436 of 2012 (“PA 436”) became
effective and Kevyn D. Orr became the Emergency Manager (“EM™) for the City of
Detroit (the “City”) with all the powers and duties provided under PA 436; and

Pursuant to section 9(2) of PA 436, the EM “shall act for and in the place and stead
of” the Detroit Mayor and City Council: and

Section 9(2) of PA 436 also grants the EM “broad powers in receivership to rectify
the financial emergency and to assure the fiscal accountability of the [City] and the
[City’s] capacity to provide or cause to be provided necessary governmental services
essential to the public health, safety, and welfare;” and

Pursuant to section 10(1) of PA 436, the EM may “issue to the appropriate local
elected and appointed officials and employees, agents, and contractors of the local
government the orders the emergency manager considers necessary to accomplish the
purposes of [PA 436], including, but not limited to, orders for the timely and satisfactory
implementation of a financial and operating plan” or “to take actions, or refrain from
taking actions, to enable the orderly accomplishment of the financial and operating plan;”
and

Section 12(1)(a) of PA 436 authorizes the EM, “notwithstanding any charter
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provision to the contrary,” to “[a]nalyze the factors and circumstances contributing to the
financial emergency of the local government and initiate steps to correct the condition;”
and

Section 12(1)(b) of PA 436 authorizes the EM, “notwithstanding any charter
provision to the contrary,” to “[aJmend, revise, approve, or disapprove the budget of the
local government, and limit the total amount appropriated or expended;” and

Section 12(1)(c) of PA 436 authorizes the EM, “notwithstanding any charter
provision to the contrary,” to “[rleceive and disburse on behalf of the local government
all federal, state, and local funds earmarked for the local government. These funds may
include, but are not limited to, funds for specific programs and the retirement of debt;”
and

Section 12(1)(g) of PA 436 authorizes the EM, “notwithstanding any charter
provision to the contrary,” to “[m]ake, approve, or disapprove any appropriation,
contract, expenditure, or loan...;” and

Section 12(1)(u) of PA 436 authorizes the EM, “notwithstanding any charter
provision to the contrary” to “authorize the borrowing of money[, subject to Section 19 of
PA 436,] by the local government as provided by law” (a “Proposed Transaction™); and

Section 12(1)(ee) of PA 436 authorizes the EM, “notwithstanding any charter
provision to the contrary,” to “[tJake any other action or exercise any power or authority
of any officer, employee, department, board, commission, or other similar entity of the
local government, whether elected or appointed, relating to the operation of the local
government. The power of the [EM] shall be superior to and supersede the power of any
of the foregoing officers or entities:” and

Pursuant to section 19(1) of PA 436, the EM, before executing the Proposed
Transaction, “shall submit the [Proposed Transaction] to the governing body of the local
government [which] shall have 10 days from the date of submission to approve or
disapprove the [Proposed Transaction]. If the governing body of the local government
does not act within 10 days, the [Proposed Transaction] is considered approved by the
governing body of the local government and the emergency manager may then execute
the [Proposed Transaction];” and

Pursuant to Section 19(2) of PA 436, “[i]f the governing body of the local
government disapproves a [Proposed Transaction] within 10 days, the governing body of
the local government shall, within 7 days of its disapproval of the [Proposed
Transaction], submit to the local emergency financial assistance loan board an alternative
proposal that would yield substantially the same financial result as the [Proposed
Transaction]. The local emergency financial assistance loan board shall have 30 days to
review both the alternative proposal submitted by the governing body of the local
government and the [Proposed Transaction] and to approve either the alternative proposal
submitted by the governing body of the local government or the [Proposed Transaction].
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The local emergency financial assistance loan board shall approve the proposal that best
serves the interest of the public in that local government:” and

Pursuant to section 36a of the Home Rule City Act, Public Act 279 of 1909 (the
“Home Rule City Act™), the City is authorized to issue on or more series of Financial
Recovery Bonds; and

On July 18, 2013 (the “Petition Date”), the City filed a petition for relief pursuant
to chapter 9 of title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (as amended,
the “Bankruptcy Code™) in the United States Bankruptcy Court for the Eastern District of
Michigan (the “Bankruptcy Court™); and

In its bankruptcy case, the City filed its Motion for Entry of an Order (I)
Authorizing the Assumption of that Certain Forbearance and Optional Termination
Agreement Pursuant to Section 365(a) of the Bankruptcy Code, (II) Approving Such
Agreement Pursuant to Rule 9019 of the Federal Rules of Bankruptey Procedure, and
(LI} Granting Related Relief (the “Settlement Motion”), which motion is currently
pending before the Bankruptcy Court; and

Pursuant to the Settlement Motion, the City is seeking the Bankruptcy Court’s
approval of the Forbearance and Optional Termination Agreement dated as of July 15,
2013, among the City, the Emergency Manager of the City, the Detroit General
Retirement System Service Corporation, the Detroit Police and Fire Retirement System
Service Corporation, on the one hand, and UBS AG and Merrill Lynch Capital Services,
Inc., on the other (as amended, the “Forbearance Agreement”), pursuant to which, if
approved by the Bankruptcy Court, the City would have the option to have UBS AG and
Merrill Lynch Capital Services, Inc. terminate certain swap agreements (the “Swap
Agreements”) with the Detroit General Retirement System Service Corporation and the
Detroit Police and Fire Retirement System Service Corporation at a market discount rate;
and

On or around October 7, 2013, the City reached agreement on the material terms of
a secured financing transaction, which such material terms are identified on the term
sheets attached hereto as Exhibit A (the “Term Sheets™), with the lenders party to such
Term Sheets (the “Lenders™); and

The EM believes that it is in the best interests of the City and its residents to obtain
secured financing consistent with the Term Sheets (*Secured Financing™) to address the
objectives of PA 436, advance its chapter 9 restructuring efforts and promote the health,
safety and welfare of the residents of the City consistent with the restructuring proposals
set forth in the City’s June 14, 2013, Proposal for Creditors; and

The EM anticipates using the Secured F inancing to restructure and eliminate certain
of the City’s debts and fiscal obligations, including, but not limited to, the obligations of
the City in connection with the Swap Agreements. The EM also expects to use the
Secured Financing to advance certain key investment initiatives of the City, including,




but not limited to, essential investments in blight removal, public safety and technology
infrastructure; and

The EM further believes that (a) it is necessary and appropriate in connection with

the City’s restructuring efforts, and to promote the goals of the such restructuring, to
pursue the Secured Financing; (b) the City should be authorized, consistent with the
terms of this Order, to negotiate, document, and execute such documents as may be
necessary or appropriate to effectuate the Secured Financing and to consummate the
transactions contemplated by the Term Sheets; and (c) pursuing the foregoing will
directly benefit the City, its creditors, residents, and other interested parties.

It is hereby ordered that:

}

Notwithstanding any ordinance or resolution of the City the contrary, the Term
Sheets are hereby approved in all respects in accordance with this Order. The
Secured Financing shall be issued pursuant to this Order as one or more seties of
Financial Recovery Bonds pursuant to section 36a of the Home Rule City Act,
Public Act 279 of 1909 (the “Home Rule City Act”).

The Secured Financing shall be issued in an aggregate principal amount not to
exceed $350,000,000 and is payable AND SHALL BE SECURED as provided in
the Term Sheets. The Secured Financing shall have a final maturity no later than
3 years from the date of issuance. The annual interest rate on the Secured
Financing shall not exceed the maximum rate permitted by law. The Secured
Financing shall be sold at a price not less than 80% of the principal amount of the
Secured Financing.

The City’s Chief Financial Officer, Finance Director, financial advisors,
consultants, outside legal advisors, and other officers and employees of the City
as applicable (collectively, the “Authorized Parties™) are hereby authorized and
directed, on behalf of, and in the name of the City, to take all actions as may be
deemed advisable by such parties, under applicable law or otherwise, to authorize
the Secured Financing, including any actions required under PA 436 set forth
above and any actions required under the Bankruptcy Code in the City’s
bankruptcy case.

The Authorized Parties are hereby authorized to file this Order, the Term Sheets
and all other documents necessary or advisable with the local emergency financial
assistance loan board created under the emergency municipal loan act, 1980 P.A.
243, MCL 141.931 to 141.942 for approval pursuant to the Home Rule Act. The
Authorized Parties are further authorized in connection with the Secured
Financing to make determinations of useful life as needed to issue a portion of the
Secured Financing as federal tax exempt.

The Authorized Parties are hereby authorized to negotiate, document, revise, and
amend any Financing Documents (as defined below) as may be necessary or
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10.

11

12.

appropriate to effectuate the Secured Financing and to consummate the
transactions contemplated by the Term Sheets.

The Finance Director, or such other party as the EM may designate, is hereby
authorized to execute and deliver from time to time on behalf of the City such
documents, agreements, instruments, certificates, and notices as may be advisable,
desirable, appropriate, or otherwise necessary in connection with and to effectuate
the Secured Financing (collectively, the “Financing Documents™), each of which
shall be in such form and substance as may be acceptable to the EM.

Notwithstanding any ordinance or resolution of the City the contrary, the eniry
into the Financing Documents by the City, and the City’s incurrence of
indebtedness thereunder shall be, and hereby are, authorized, ratified, and
approved. It is determined to be a necessary public purpose for the health, safety,
and welfare of the citizens of the City to enter into the Secured Financing.

Notwithstanding any ordinance or resolution of the City the contrary, the City
may grant security interests to the Lenders as set forth in the Term Sheets to
secure the City’s obligations in connection with the Secured Financing. Any and
all actions taken or to be taken by the City consistent with this paragraph 8 are
hereby authorized, ratified, and approved.

Notwithstanding any ordinance or resolution of the City the contrary, the City
may grant a claim in favor of the Lenders in respect of the obligations owing by
the City under the Financing Documents with priority over all other postpetition
claims and all prepetition unsecured claims, pursuant to 11 U.S.C. §§ 364(c), 503
and 507(a)(2), and subject to the approval of the Bankruptcy Court. Any and all
actions taken or to be taken by the City consistent with this paragraph 9 are
hereby authorized, ratified, and approved.

The City hereby appoints Barclays Capital, Inc. to serve as the City’s arranger to
raise the capital necessary for the City to exit from bankruptcy protection and the
city is hereby authorized to pay such fees and expenses to Barclays Capital, Inc.
as may be agreed by the City in exchange for such services.

- For any portion of the Secured Financing, if it is necessary or advisable, the

Authorized Parties are hereby authorized to enter into an undertaking for the
benefit of the holders and beneficial owners of the Secured Financing pursuant to
Rule 15¢2-12 of the U.S. Securities and Exchange Commission, and the same is
authorized to approve and execute such undertaking prior delivery of such
financing.

The City hereby covenants for any debt issued pursuant to this Order as federally
tax-exempt that, to the extent permitted by law, the City shall take all actions
within its control necessary to maintain the exemption of the interest on the debt
from general federal income taxation (as opposed to alternative minimum or other
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indirect taxation) under the Internal Revenue Code of 1986 (the *Code™),
including, but not limited to, actions relating to the rebate of arbitrage earnings, if
applicable, and the expenditures and investment of notes proceeds and moneys
deemed to be debt proceeds.

The City’s Finance Director, Chief Financial Officer or such other party as the
EM may designate, is hereby authorized and directed, from time to time and in the
name and on behalf of the City to, pay any fees, costs, and expenses as may be
required under the Term Sheets or as may be required under any of the Financing
Documents.

All lawful actions previously taken by any officer, representative, or agent of the
City, including financial advisors, consultants, and outside legal advisors, in the
name or on behalf of the City in connection with the matters contemplated by this
Order, and each of the same hereby is, adopted, ratified, confirmed, and approved
in all respects.

Pursuant to section 19 of PA 436, the Term Sheets are hereby submitted to the
City of Detroit City Council (“City Council™), and City Council is hereby
instructed to review the Term Sheets for the Secured Financing, and to either
approve or disapprove the Secured Financing in accordance with the Term Sheets
within 10 days from the date hereof.

Nothing in this Order shall be interpreted as contrary to Federal law.

This Order is effective immediately upon the date of execution below.

If any component of this Order is declared illegal, unenforceable, or ineffective by
a court of competent jurisdiction, such component shall be deemed severable so

that all other components contained in this Order shall remain valid and effective.

The EM may modify, amend, rescind, replace, supplement, or otherwise revise
this Order at any time.

This Order shall be distributed to the Mayor, City Council members and all
department heads.




Dated: October 11, 2013 By: Jz AJD ﬁ—\-

D. Orr
ergency Manager
Clty of Detroit

con State of Michigan Department of Treasury
Mayor David Bing

Members of Detroit City Council




City of Detroit
$350.000.000 Post-Petition Bond Financing

Summary of Indicative Terms and Conditions of Quality of Life Note

Set forth below is a summary of certain key terms for the Quality of Life Note (as defined below).
This summary of indicative terms and conditions (this “Term_Sheet”) does not purport to
summarize all terms of the Quality of Life Note and related documentation.

1. PARTIES AND TRANSACTIONS

Issuer: The City of Detroit (the “City”). On July 18, 2013 (the “Petition
Date”), the City filed a voluntary petition for relief under chapter 9
of title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (as
amended, the “Bankruptcy Code”), in the U.S. Bankruptcy Court
for the Eastern District of Michigan (the “Bankruptcy Court™).
The City’s bankruptcy case bears case number 13-53846 (the
“Bankruptcy Case”) and has been assigned to the Honorable
Steven W. Rhodes. The order for relief has not yet been entered;
objections are pending.

Purchaser and Sole Barclays Capital Inc.
Lead Arranger:

Note Agent: Barclays Capital Inc.
2. TYPE AND AMOUNT OF FACILITY

Type and Amount: A Note Purchase Agreement governing the one-time purchase of a
security structured as a senior secured superpriority Chapter 9
debtor financing under section 364(c) of the Bankruptcy Code (the
“Quality of Life Note” or the “Note” and, together with (i) the
Swap Termination Note or (ii) the Replacement Swap Transaction,
as applicable (as selected by the City), the “Post-Petition Facility™)
in an aggregate principal amount of up to $350,000,000, minus the
amount of the Swap Termination Note (as defined in the Swap
Termination Note Term Sheet) or the Upfront Amount in respect
of the Replacement Swap Transaction (each as defined in the
Replacement Swap Transaction Term Sheet), as applicable (the

“Facility Amount”™).

Purposes:
Proceeds from the issuance of the Quality of Life Note shall be
used for purposes permitted by law, agreed upon between the City
and the Purchaser in the QOL Note Documents and approved by
the Bankruptcy Court, including, without limitation, to fund
expenditures that are designed to contribute to the improvement of
the quality of life in the City.



Maturity:

Tax-exemption of
Interest:

Closing Date:

Note Purchase Date;

The Note will mature on the earliest to occur of (a) dismissal of the
Bankruptcy Case, (b) the effective date of a plan of adjustment for
the City, (c) the date on which maturity of the Note is accelerated
pursuant to the QOL Note Documents and (d) the date that is two
years and six months after the Closing Date (hereinafter defined)
(in any event, the “Maturity Date™).

To be determined.

The Closing Date shall be not later than the second business day
after the last to occur of (i) the Bankruptcy Court having entered
an order in form and substance satisfactory to the Purchaser (the
“Post-Petition Financing Order”), authorizing the Post-Petition
Facility, authorizing the City to enter into the QOL Note
Documents and authorizing and directing the City to perform its
obligations thereunder that has not been stayed, reversed or
vacated and shall not have been amended, supplemented or
otherwise modified without the prior written consent of the
Purchaser, (ii) the Bankruptcy Court having entered an order for
relief in the Bankruptcy Case and (iii) the date on which all
conditions precedent to the issuance of the Note under the QOL
Note Documents and the issuance of the Swap Termination Note
are satisfied and the Swap Termination Note shall have been
issued in accordance with the terms of the ST Note Documents (as
defined below).

The Closing Date.

3. CERTAIN PAYMENT PROVISIONS

Scheduled
Amortization of
Principal:

Spread:

Note Interest Rate:

Default Interest Rate:

None prior to the Maturity Date.

250 basis points, subject to the terms of the Default Interest Rate
set forth below.

1-month LIBOR plus the Spread. LIBOR at all times shall include
statutory reserves and shall be deemed to be not less than 1.00%
per annum. The Post-Petition Facility shall be subject to market
flex provisions.

Upon the occurrence of an Event of Default, including the failure
by the City to redeem the Note in full on the Maturity Date, at the
election of the Purchaser, the initial Spread shall be increased by
200 basis points.



Interest Payment
Date:

Optional
Redemption:

Mandatory
Redemption:

Assignment and
Participation:

Each LIBOR reset date, the date of any redemption of the Note (in
whole or in part) and the Maturity Date. Interest shall be calculated
on the basis of the actual number of days elapsed in a year of 360
days.

The Note may be called for redemption in whole or in part on any
business day upon 10 business days’ prior written notice (i) at any
time on or before the first anniversary of the Closing Date, at a
redemption price of 100% of the principal amount, plus accrued
and unpaid interest and a make-whole premium (which shall be the
amount of interest to and including the first anniversary of the
Closing Date calculated at the then-current Note Interest Rate) and
(if) at any time after the first anniversary of the Closing Date, at a
redemption price of 100% of the principal amount, plus accrued
and unpaid interest, without premium or penalty. Notwithstanding
the foregoing, partial redemptions funded by Asset Proceeds
Collateral (as defined below) not required to be used to redeem the
Note may occur without premium or penalty at any time upon 10
business days’ prior written notice.

The City shall utilize all net proceeds of the voluntary disposition
or monetization of any City owned asset (the “Asset Proceeds
Collateral”) which generates net cash proceeds exceeding $10
million to redeem the Note and the Swap Termination Note on a
ratable basis upon 10 business days’ prior written notice to the
Purchaser as and when such net proceeds are received by the City.
Principal outstanding in respect of the Note will be due and
payable in full upon the Maturity Date.

The Purchaser may assign all or a portion of the Note to a group of
banks, financial institutions and other institutional lenders
identified by the Purchaser in consultation with and with the
consent of the City, such consent not to be unreasonably withheld,
delayed or conditioned (it being agreed that the City’s consent
shall be deemed to have been given if the City has not responded
within five (5) business days of an assignment request). In
addition, the Purchaser shall be entitled to sell participations in the
Note without the consent of the City.

4. COLLATERAL AND PRIORITY

Collateral:

The obligations owing by the City under the Post-Petition Facility
with respect to the Quality of Life Note shall, pursuant to section
364(c) of the Bankruptcy Code, be secured by (i) a first priority
lien on (a) taxes owing to the City in respect of the gross receipts
earned by each of the City’s casinos (the “Pledged Wagering Tax




Super-Priority of

Revenue”) and (b) the Asset Proceeds Collateral and (ii) a second
priority lien on the income tax revenues of the City (the “Pledged
Income Tax Revenue”, and together with the Pledged Wagering
Tax Revenue and the Asset Proceeds Collateral, the “Quality of
Life Note Collateral”). The lien on (i)the Asset Proceeds
Collateral shall also secure the Swap Termination Note on a pari
passu basis and (ii) the Pledged Income Tax Revenue shall secure
the Swap Termination Note on a first-priority basis.

The QOL Note Documents will require that Pledged Wagering
Tax Revenue be deposited into one or more bank accounts (such
bank accounts, the “Wagering Tax Revenue Accounts”), which
bank accounts shall be subject to control agreements in favor of
the Purchaser, provided, however, that the QOL Note Documents
shall limit the amount of Pledged Wagering Tax Revenue required
to be applied to the outstanding amounts owing with respect to the
Quality of Life Note during the continuation of an Event of
Default to $4 million per month. The City shall be authorized to
use all other Pledged Wagering Tax Revenue for any purpose
permitted by law, without limitation, during the continuation of an
Event of Default.

The QOL Note Documents will require that the Pledged Income
Tax Revenue be deposited into one or more bank accounts (such
bank accounts, the “Income Tax Revenue Accounts”), which bank
accounts shall be subject to control agreements in favor of the
Purchaser, provided, however, that the QOL Note Documents shall
limit the amount of Pledged Income Tax Revenue required to be
applied to the outstanding amounts owing with respect to the Swap
Termination Note during the continuation of an Event of Default to
$4 million per month, all of which shall be applied to redeem the
Swap Termination Note until such Note is paid in full and
thereafter, such amounts (in addition to $4 million per month of
Pledged Wagering Tax Revenue) shall be applied to redeem the
Quality of Life Note. The City shall be authorized to use all other
Pledged Income Tax Revenue to fund the operations of the City,
without limitation, during the continuation of an Event of Default.

The Post-Petition Financing Order shall provide, among other
things, that it constitutes sufficient and conclusive evidence of the
validity, perfection, priority and enforceability of the liens granted
thereunder, with the priority described therein, without the
necessity of filing or recording any statement, mortgage, notice or
other instrument or document which may otherwise be required
under state or other non-bankruptcy law.

Pursuant to Bankruptcy Code sections 364(c), 503 and 507(a)(2),



Note:

Events of Default;

Remedies:

the Note shall have priority over all administrative expenses, over
all other postpetition claims and over all prepetition unsecured
claims.

Usual for municipal financings, and others to be reasonably
specified by the Purchaser, including, without limitation,
nonpayment of principal, interest or other amounts; non-
performance of covenants and obligations; incorrectness of
representations and warranties in any material respect; cross
default in respect of a payment or payments of post-petition debt
exceeding $25 million or cross acceleration in respect of post-
petition debt in an outstanding aggregate principal amount
exceeding $25 million; material post-petition judgments involving
liability in an amount exceeding $25 million; actual or asserted
invalidity or unenforceability of any QOL Note Document; written
assertion by an authorized officer of the City (or any person or
entity acting on behalf of or having jurisdiction over the City) that
any QOL Note Document or court order with respect thereto is
invalid or otherwise not binding on the City; dismissal of the
Bankruptcy Case; reversal or modification in a manner adverse to
the Purchaser of the order for relief by entry of an order that is not
stayed; the City’s filing of, consent to or lack of timely opposition
to a motion seeking dismissal of the Bankruptcy Case; granting of
any super-priority claim (other than as permitted under the QOL
Note Documents); entry of an order without the prior written
consent of the Purchaser amending, supplementing or otherwise
modifying the Post-Petition Financing Order in a manner adverse
to the Purchaser, or reversal, vacation or stay of the effectiveness
of the Post-Petition Financing Order; cessation of liens or super-
priority claims granted in respect of the Note to be valid, perfected
and enforceable in all respects with the priority described herein;
failure of the Pledged Wagering Tax Revenue to maintain a
minimum level of receipts of $30 million for any rolling 3-month
period and the Wagering Tax Revenue Accounts to maintain a
minimum aggregate value of $5 million at all times; failure of the
Pledged Income Tax Revenue to maintain a minimum level of
receipts of $30 million for any rolling 3-month period and the
Income Tax Revenue Accounts to maintain a minimum aggregate
value of $5 million at all times; and the city ceases to be under the
control of an emergency manager for a period of thirty (30) days
unless a Transition Advisory Board or consent agreement
reasonably determined by the Purchaser to ensure continued
financial responsibility shall have been established.

Upon any Event of Default, the Purchaser may declare the
principal of the Note to be immediately due. Payment of such
accelerated principal shall be made by the City on a monthly basis



Prohibition of
Additional
Borrowings:

on a level debt basis equivalent to $4 million per month (or,
following repayment in full of the Swap Termination Note, $8
million per month, as set forth above under the heading
“Collateral”), plus the pro-rata proceeds of any Asset Proceeds
Collateral.

The City will covenant that it will not obtain or seek to obtain any
additional financing, including without limitation, any additional
swap transaction, that (a) would have a senior payment priority to
the Post-Petition Facility or (b) is secured by a lien on any of the
collateral securing the Post-Petition Facility. The Post-Petition
Financing Order shall provide, among other things, that no Asset
Proceeds Collateral shall be used for any purpose other than the
payment of amounts outstanding in respect of the Quality of Life
Note or the Swap Termination Note.

5. CERTAIN OTHER PROVISIONS

Documentation:

Each in form and substance satisfactory to the Purchaser:
e Note Purchase Agreement

e DTC-eligible Note, issued in denominations of not less than
$100,000

e State law validity opinion for Note (with appropriate carve-
outs in respect of pledge and priority), including tax treatment
of Note, no registration of Note under federal securities laws
and no governmental immunity under State law with respect to
actions to enforce Note

e State law supplemental opinion in respect of transaction
documents, including City’s status, right, power and authority,
execution and delivery, no further consents and enforceability
under State law (with appropriate carve-outs in respect of
pledge and priority)

¢ Bankruptcy opinion including (i) the Post-Petition Financing
Order has been entered by the Bankruptcy Court after due
notice and is in full force and effect in accordance with its
terms and has not been amended, stayed, vacated or rescinded
and (ii) subject to and only to the extent provided in the Post-
Petition Financing Order, as long as the Bankruptcy Case is
pending, the entry of the Order is effective to create a valid and
perfected pledge of the collateral in favor of the Purchaser (it
being understood that such opinion will state that no opinion is
expressed with respect to any amendment, modification,
vacation or stay with respect to the Post-Petition Financing
Order after the date of such opinion)

® Local emergency financial assistance loan board approval of



Conditions
Precedent:

Note terms and conditions

e All necessary approvals from the Bankruptcy Court for the
Note and security interests in the Note Collateral, including
lifting of automatic stay and “good faith” finding

e Custodial undertaking and/or other lockbox agreement with
respect to Pledged Income Tax Revenue and Pledged
Wagering Tax Revenue

¢ Ordinances and resolutions of governing bodies and consent of
state officers, including Emergency Manager, whose consent is
required by applicable law for issuance of Note, entry into
QOL Note Documents and grant of Pledged Income Tax
Revenue and Pledged Wagering Tax Revenue

¢ Amendment or repeal by an order of the Emergency Manager
of any existing City ordinance or City resolution conflicting
with Pledged Income Tax Revenue and Pledged Wagering Tax
Revenue

e Written approval of the Emergency Manager, and full
compliance with Michigan P.A. 436 and Act 279, with
obligations delivered in accordance with applicable law

e Other financing documents to be determined by Purchaser’s
counsel and City’s counsel

Definitive documentation in respect of the Note will contain
representations, warranties, affirmative and negative covenants,
waiver of sovereign immunity, waiver of jury trial and other terms
and conditions to be reasonably specified by the Purchaser.

The foregoing documents are collectively referred to herein as the
“QOL Note Documents”.

Usual for municipal financings, and others to be reasonably
specified by the Purchaser (but in no event to include any financial
performance covenants or Bankruptcy Case milestones not
expressly set forth herein) including, without limitation, execution
and delivery of the QOL Note Documents satisfactory in form and
substance to the Purchaser, including in respect of the Pledged
Income Tax Revenue and Pledged Wagering Tax Revenue; entry
by the Bankruptcy Court of an order for relief in the Bankruptcy
Case within 90 days after the Commitment Date; entry by the
Bankruptcy Court of the Post-Petition Financing Order satisfactory
in form and substance to the Purchaser, which Post-Petition
Financing Order shall not have been reversed, vacated or stayed
and shall not have been amended, supplemented or otherwise
modified in a manner adverse to the Purchaser without the prior
written consent of the Purchaser; delivery of legal opinions in form



Authority to Borrow:

City Consent to
Jurisdiction:

Restrictions on
Dismissal of
Bankruptcy Case:

Absence of Fiduciary

and substance consistent with the documentation requirements set
forth in Section 5 hereof; officers’ and public officials’
certifications; delivery of documentation and other information to
the Purchaser to the extent required by any applicable “know your
customer” and anti-money-laundering rules and regulations,
including, without limitation, the Patriot Act; payment of fees and
expenses; effectiveness of definitive documentation in respect of
the Swap Termination Note (the “ST Note Documents”)
reasonably satisfactory to the Purchaser; satisfaction of conditions
precedent to the issuance of the Swap Termination Note; accuracy
of representations and warranties in all material respects;
termination in whole of certain existing swap transactions
previously entered into between each of the Detroit Police and Fire
Retirement System Service Corporation and the Detroit General
Retirement System Service Corporation and certain other
counterparties (the “Swap Agreements™); and absence of defaults.

The Purchaser agrees, in connection with any termination of the
Swap Agreements, that it will provide to the Swap Agreement
counterparties a letter stating, to the extent true, that (i) it has
received all documents responsive to the conditions precedent to
funding under the Post-Petition Facility except for evidence that
the Swap Agreements have been terminated, and (ii) the Purchaser
is not aware of anything that would result in the funding of the
Post-Petition Facility not occurring on the termination date of the
Swap Agreements.

Prior to the Closing Date, the City shall have received
authorization from the Emergency Loan Board under Section 36a
of the Home Rule City Act.

The City shall consent pursuant to Bankruptcy Code section 904 to
the jurisdiction of the Bankruptcy Court to enter the Post-Petition
Financing Order and to enforce the City’s obligations thereunder.

The Post-Petition Financing Order will require payment of all
amounts outstanding under the Post-Petition Facility prior to and
notwithstanding dismissal of the Bankruptcy Case, unless
otherwise agreed to by the Purchaser, and that the Bankruptcy
Court or the United States District Court for the Eastern District of
Michigan shall retain jurisdiction to enforce the Post-Petition
Financing Order. The City will covenant that it will not seek to
invalidate or refute the enforceability of any QOL Note Document
or the Post-Petition Financing Order, notwithstanding the dismissal
of the Bankruptcy Case.

The City acknowledges that the transactions described in this



Relationship:

Yield Protection,
Taxes and Other
Deductions:

Expenses:

Indemnification:

document are arms’-length commercial transactions and that the
Purchaser is acting as principal and in its best interests. The City
is relying on its own experts and advisors to determine whether the
transactions described in this document are in its best interests.
The City agrees that the Purchaser will act under this document as
an independent contractor and that nothing in this document, the
nature of the Purchaser’s services or in any prior relationship will
be deemed to create an advisory, fiduciary or agency relationship
between the Purchaser, on the one hand, and the City, on the other
hand. In addition, the Purchaser may employ the services of its
affiliates in providing certain services in connection with the
transactions described in this document and may exchange with
such affiliates information concerning the City that may be the
subject of the transactions described in this term sheet.

Please note that the Purchaser and its affiliates do not provide tax,
accounting or legal advice.

The QOL Note Documents shall contain customary provisions for
lending transactions, including, without limitation, in respect of
breakage and redeployment costs, increased costs, funding losses,
capital adequacy, illegality and requirements of law and
requirements of Basel III and the Dodd-Frank Wall Street Reform
and Consumer Protection Act. All payments shall be free and clear
of any present or future taxes, withholdings or other deductions
whatsoever (other than customary exceptions to be agreed).

The Purchaser shall be responsible for its expenses (including fees,
disbursements and other charges of counsel) in connection with the
preparation, execution and delivery of the QOL Note Documents.
The City shall pay all reasonable out-of-pocket expenses of the
Purchaser (including the fees, disbursements and other charges of
counsel) in connection with the enforcement, and any amendment
or waiver, of the QOL Note Documents.

To the extent permitted by law, the City shall indemnify the
Purchaser, and their respective affiliates, partners, directors,
officers, agents and advisors and hold them harmless from and
against all liabilities, damages, claims, costs, expenses (including
reasonable fees, disbursements, settlement costs and other charges
of counsel) arising out of, or in connection with, the Post-Petition
Facility or the Bankruptcy Case (to the extent related to the
Transactions) and the City’s use of the Note proceeds or the
commitments whether or not the City is a party to any such claim
and regardless of whether such claim is brought by the City;
provided that such indemnity shall not, as to any indemnitee, be
available to the extent that such losses, claims, damages, liabilities



Purchaser Contacts:

Purchaser Counsel:

Michigan Counsel:

Governing Law:

Jurisdiction and
Venue:

or related expenses are determined by a court of competent
jurisdiction by final and nonappealable judgment to have resulted
from the gross negligence or willful misconduct of such
indemnitee. This indemnification shall survive and continue for the
benefit of all such persons or entities.

John Gerbino, Managing Director
James Saakvitne, Managing Director
Peter Joyce, Director

Barclays Capital Inc.

745 Seventh Avenue, 19th Floor
New York, NY 10019

212 526 3466
john.gerbino(@barclays.com

james.saakvitne@barclays.com

peter.joyce@barclays.com

Purchaser’s counsel will be responsible for drafting the Note
Purchase Agreement.

George E. Zobitz, Esq.
Cravath, Swaine & Moore LLP
Worldwide Plaza

825 Eighth Avenue

New York, NY 10019-7475
212474 1000

F 212 474 3700
jzobitz@cravath.com

Ann D. Fillingham, Esq.

James P. Kiefer, Esq.

Courtney F. Kissel, Esq.
Dykema Gossett PLLC

Capitol View

201 Townsend Street, Suite 900
Lansing, MI 48933

517 374 9100

F 517 374 9191
AFillingham@dykema.com

ikiefer@dykema.com

ckissel@dykema.com

Michigan.

The Bankruptcy Court, unless the Bankruptcy Court does not have
Jurisdiction, in which case, the parties shall consent to the non-
exclusive jurisdiction of the courts of the State of New York and



the United States District Court located in the Borough of
Manhattan in New York City and of the courts of the State of
Michigan and the United States District Court for the Eastern
District of Michigan.



City of Detroit
$350.000,000 Post-Petition Bond Financing

Summary of Indicative Terms and Conditions of Swap Termination Note

Set forth below is a summary of certain key terms for the Swap Termination Note (as defined
below). This summary of indicative terms and conditions (this “Term Sheet”) does not purport
to summarize all terms of the Swap Termination Note and related documentation.

1. PARTIES AND TRANSACTIONS

Issuer: The City of Detroit (the “City”). On July 18, 2013 (the “Petition
Date”), the City filed a voluntary petition for relief under chapter 9 of
title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (as
amended, the “Bankruptcy Code™), in the U.S. Bankruptcy Court for
the Eastern District of Michigan (the “Bankruptcy Court™). The City’s
bankruptcy case bears case number 13-53846 (the “Bankruptcy Case™)
and has been assigned to the Honorable Steven W. Rhodes. The order
for relief has not yet been entered; objections are pending.

Purchaser and Sole Barclays Capital Inc.
Lead Arranger:
Note Agent: Barclays Capital Inc.

2. TYPE AND AMOUNT OF FACILITY

Type and Amount: A Note Purchase Agreement governing the one-time purchase of a
security structured as a senior secured superpriority Chapter 9 debtor
financing under section 364(c) of the Bankruptcy Code (the “Swap
Termination Note” or the “Note” and, together with the Quality of Life
Note, the “Post-Petition Facility”) in an aggregate principal amount
sufficient to pay amounts required under the Forbearance and Optional
Termination Agreement dated as of July 15, 2013, among the City, the
Emergency Manager of the City, the Detroit General Retirement
System Service Corporation, the Detroit Police and Fire Retirement
System Service Corporation, on the one hand, and UBS AG and
Merrill Lynch Capital Services, Inc., on the other (as amended, the
“Forbearance Agreement”) to terminate the underlying swaps. The
sum of the amount of the Swap Termination Note and the amount of
the Quality of Life Note shall not exceed $350,000,000 (the “Facility
Amount”).

Purposes: The Swap Termination Note may be used by the City to pay amounts
required under the Forbearance Agreement to terminate the underlying
swaps as approved by the Bankruptcy Court.



Maturity:

Tax-exemption of
Interest:

Closing Date:

Note Purchase Date:

The Note will mature on the earliest to occur of (a) dismissal of the
Bankruptcy Case, (b) the effective date of a plan of adjustment for the
City, (c) the date on which maturity of the Note is accelerated pursuant
to the ST Note Documents and (d) the date that is two years and six
months afier the Closing Date (hereinafter defined) (in any event, the

“Maturity Date™).

To be determined.

The Closing Date shall be not later than the second business day after
the last to occur of (i) the Bankruptcy Court having entered an order in
form and substance satisfactory to the Purchaser (the “Post-Petition
Financing Order™), authorizing the Post-Petition Facility, authorizing
the City to enter into the ST Note Documents and authorizing and
directing the City to perform its obligations thereunder that has not
been stayed, reversed or vacated and shall not have been amended,
supplemented or otherwise modified without the prior written consent
of the Purchaser, (ii) the Bankruptcy Court having entered an order for
relief in the Bankruptcy Case and (iii) the date on which all conditions
precedent to the issuance of the Note under the ST Note Documents
and the issuance of the Quality of Life Note are satisfied and the
Quality of Life Note shall have been issued in accordance with the
terms of the QOL Note Documents (as defined below).

The Closing Date.

3. CERTAIN PAYMENT PROVISIONS

Scheduled
Amortization of
Principal:

Spread:

Note Interest Rate:

Default Interest Rate:

None prior to the Maturity Date.

250 basis points, subject to the terms of the Default Interest Rate set
forth below.

I-month LIBOR plus the Spread. LIBOR at all times shall include
statutory reserves and shall be deemed to be not less than 1.00% per
annum. The Post-Petition Facility shall be subject to market flex
provisions.

Upon the occurrence of an Event of Default, including the failure by
the City to redeem the Note in full on the Maturity Date, at the election
of the Purchaser, the initial Spread shall be increased by 200 basis
points.



Interest Payment Date:

Optional Redemption:

Mandatory

Redemption:

Assignment and
Participation:

Each LIBOR reset date, the date of any redemption of the Note (in
whole or in part) and the Maturity Date. Interest shall be calculated on
the basis of the actual number of days elapsed in a year of 360 days.

The Note may be called for redemption in whole or in part on any
business day upon 10 business days’ prior written notice (i) at any time
on or before the first anniversary of the Closing Date, at a redemption
price of 100% of the principal amount, plus accrued and unpaid
interest and a make-whole premium (which shall be the amount of
interest to and including the first anniversary of the Closing Date
calculated at the then-current Note Interest Rate) and (ii) at any time
after the first anniversary of the Closing Date, at a redemption price of
100% of the principal amount, plus accrued and unpaid interest,
without premium or penalty. Notwithstanding the foregoing, partial
redemptions funded by Asset Proceeds Collateral (as defined below)
not required to be used to redeem the Note may occur without
premium or penalty at any time upon 10 business days’ prior written
notice.

The City shall utilize all net proceeds of the voluntary disposition or
monetization of any City owned asset (the “Asset Proceeds
Collateral”) which generates net cash proceeds exceeding $10 million
to redeem the Note and the Quality of Life Note on a ratable basis
upon 10 business days’ prior written notice to the Purchaser as and
when such net proceeds are received by the City. Principal
outstanding in respect of the Note will be due and payable in full upon
the Maturity Date.

The Purchaser may assign all or a portion of the Note to a group of
banks, financial institutions and other institutional lenders identified by
the Purchaser in consultation with and with the consent of the City,
such consent not to be unreasonably withheld, delayed or conditioned
(it being agreed that the City’s consent shall be deemed to have been
given if the City has not responded within five (5) business days of an
assignment request). In addition, the Purchaser shall be entitled to sell
participations in the Note without the consent of the City.

4. COLLATERAL AND PRIORITY

Collateral:

The obligations owing by the City under the Post-Petition Facility with
respect to the Swap Termination Note shall, pursuant to section 364(c)
of the Bankruptcy Code, be secured by a first priority lien on: (i) the
Asset Proceeds Collateral and (ii) income tax revenues of the City (the
“Pledged Income Tax Revenue™” and together with the Asset Proceeds
Collateral, the “Swap Termination Note Collateral”). The lien on the
Asset Proceeds Collateral shall also secure the Quality of Life Note on




Super-Priority of Note:

Events of Default:

a pari passu basis. The Quality of Life Note shall be secured by a
second lien on the Pledged Income Tax Revenue.

The ST Note Documents will require that the Pledged Income Tax
Revenue be deposited into one or more bank accounts (such bank
accounts, the “Income Tax Revenue Accounts™), which bank accounts
shall be subject to control agreements in favor of the Purchaser,
provided, however, that the ST Note Documents shall limit the amount
of Pledged Income Tax Revenue required to be applied to the
outstanding amounts owing with respect to the Swap Termination Note
during the continuation of an Event of Default to $4 million per month.
The City shall be authorized to use all other Pledged Income Tax
Revenue to fund the operations of the City, without limitation, during
the continuation of an Event of Default.

The Post-Petition Financing Order shall provide, among other things,
that it constitutes sufficient and conclusive evidence of the validity,
perfection, priority and enforceability of the liens granted thereunder,
with the priority described therein, without the necessity of filing or
recording any statement, mortgage, notice or other instrument or
document which may otherwise be required under state or other non-
bankruptcy law.

Pursuant to Bankruptcy Code sections 364(c), 503 and 507(a)(2), the
Note shall have priority over all administrative expenses, over all other
postpetition claims and over all prepetition unsecured claims.

Usual for municipal financings, and others to be reasonably specified
by the Purchaser, including, without limitation, nonpayment of
principal, interest or other amounts; non-performance of covenants and
obligations; incorrectness of representations and warranties in any
material respect; cross default in respect of a payment or payments of
post-petition debt exceeding $25 million or cross acceleration in
respect of post-petition debt in an outstanding aggregate principal
amount exceeding $25 million; material post-petition judgments
involving liability in an amount exceeding $25 million; actual or
asserted invalidity or unenforceability of any ST Note Document;
written assertion by an authorized officer of the City (or any person or
entity acting on behalf of or having jurisdiction over the City) that any
ST Note Document or court order with respect thereto is invalid or
otherwise not binding on the City; dismissal of the Bankruptcy Case;
reversal or modification in a manner adverse to the Purchaser of the
order for relief by entry of an order that is not stayed; the City’s filing
of, consent to or lack of timely opposition to a motion seeking
dismissal of the Bankruptcy Case; granting of any super-priority claim
(other than as permitted under the ST Note Documents); entry of an



Remedies:

Prohibition of
Additional
Borrowings:

order without the prior written consent of the Purchaser amending,
supplementing or otherwise modifying the Post-Petition Financing
Order in a manner adverse to the Purchaser, or reversal, vacation or
stay of the effectiveness of the Post-Petition Financing Order;
cessation of liens or super-priority claims granted in respect of the
Note to be valid, perfected and enforceable in all respects with the
priority described herein; failure of the Pledged Income Tax Revenue
to maintain a minimum level of receipts of $30 million for any rolling
3-month period and the Income Tax Revenue Accounts to maintain a
minimum aggregate value of $5 million at all times; and the city ceases
to be under the control of an emergency manager for a period of thirty
(30) days unless a Transition Advisory Board or consent agreement
reasonably determined by the Purchaser to ensure continued financial
responsibility shall have been established.

Upon any Event of Default, the Purchaser may declare the principal of
the Note to be immediately due. Payment of such accelerated principal
shall be made by the City on a monthly basis on a level debt basis
equivalent to $4 million per month, plus the pro-rata proceeds of any
Asset Proceeds Collateral.

The City will covenant that it will not obtain or seek to obtain any
additional financing, including without limitation, any additional swap
transaction, that (a) would have a senior payment priority to the Post-
Petition Facility or (b) is secured by a lien on any of the collateral
securing the Post-Petition Facility. The Post-Petition Financing Order
shall provide, among other things, that no Asset Proceeds Collateral
shall be used for any purpose other than the payment of amounts
outstanding in respect of the Swap Termination Note or the Quality of
Life Note.



5. CERTAIN OTHER PROVISIONS

Documentation:

Each in form and substance satisfactory to the Purchaser:

Note Purchase Agreement

DTC-eligible Note, issued in denominations of not less than
$100,000

State law validity opinion for Note (with appropriate carve-outs in
respect of pledge and priority), including tax treatment of Note, no
registration of Note under federal securities laws and no
governmental immunity under State law with respect to actions to
enforce Note

State law supplemental opinion in respect of transaction
documents, including City’s status, right, power and authority,
execution and delivery, no further consents and enforceability
under State law (with appropriate carve-outs in respect of pledge
and priority)

Bankruptcy opinion including (i) the Post-Petition Financing Order
has been entered by the Bankruptcy Court after due notice and is in
full force and effect in accordance with its terms and has not been
amended, stayed, vacated or rescinded and (ii) subject to and only
to the extent provided in the Post-Petition Financing Order, as long
as the Bankruptcy Case is pending, the entry of the Order is
effective to create a valid and perfected pledge of the collateral in
favor of the Purchaser (it being understood that such opinion will
state that no opinion is expressed with respect to any amendment,
modification, vacation or stay with respect to the Post-Petition
Financing Order after the date of such opinion)

Local emergency financial assistance loan board approval of Note
terms and conditions

All necessary approvals from the Bankruptcy Court for the Note
and security interests in the Swap Termination Note Collateral,
including lifting of automatic stay and “good faith” finding

Custodial undertaking and/or other lockbox agreement with respect
to Pledged Income Tax Revenue and Pledged Wagering Tax
Revenue

Ordinances and resolutions of governing bodies and consent of
state officers, including Emergency Manager, whose consent is
required by applicable law for issuance of Note, entry into ST Note
Documents and grant of Pledged Income Tax Revenue and
Pledged Wagering Tax Revenue

Amendment or repeal by an order of the Emergency Manager of
any existing City ordinance or City resolution conflicting with
Pledged Income Tax Revenue and Pledged Wagering Tax Revenue



Conditions Precedent:

e Written approval of the Emergency Manager, and full compliance
with Michigan P.A. 436 and Act 279, with obligations delivered in
accordance with applicable law

o Other financing documents to be determined by Purchaser’s
counsel and City’s counsel

Definitive documentation in respect of the Note will contain
representations, warranties, affirmative and negative covenants, waiver
of sovereign immunity, waiver of jury trial and other terms and
conditions to be reasonably specified by the Purchaser.

The foregoing documents are collectively referred to herein as the “ST
Note Documents”.

Usual for municipal financings and Chapter 11 debtor-in-possession
financings, and others to be reasonably specified by the Purchaser (but
in no event to include any financial performance covenants or
Bankruptcy Case milestones not expressly set forth herein) including,
without limitation, execution and delivery of the ST Note Documents
satisfactory in form and substance to the Purchaser, including in
respect of the Pledged Income Tax Revenue and Pledged Wagering
Tax Revenue; entry by the Bankruptcy Court of an order for relief in
the Bankruptcy Case within 90 days after the Commitment Date; entry
by the Bankruptcy Court of the Post-Petition Financing Order
satisfactory in form and substance to the Purchaser, which Post-
Petition Financing Order shall not have been reversed, vacated or
stayed and shall not have been amended, supplemented or otherwise
modified in a manner adverse to the Purchaser without the prior
written consent of the Purchaser; delivery of legal opinions in form
and substance consistent with the documentation requirements set forth
in Section 5 hereof, officers’ and public officials’ certifications;
delivery of documentation and other information to the Purchaser to
the extent required by any applicable “know your customer” and anti-
money-laundering rules and regulations, including, without limitation,
the Patriot Act; payment of fees and expenses; cffectiveness of
definitive documentation in respect of the Quality of Life Note (the
“QOL Note Documents™) reasonably satisfactory to the Purchaser;
satisfaction of conditions precedent to the issuance of the Quality of
Life Note; accuracy of representations and warranties in all material
respects; termination in whole of certain existing swap transactions
previously entered into between each of the Detroit Police and Fire
Retirement System Service Corporation and the Detroit General
Retirement System Service Corporation and certain other
counterparties (the “Swap Agreements™); and absence of defaults.

The Purchaser agrees, in connection with any termination of the Swap



Authority to Borrow:

City Consent to
Jurisdiction:

Restrictions on
Dismissal of
Bankruptcy Case:

Absence of Fiduciary
Relationship:

Agreements, that it will provide to the Swap Agreement counterparties
a letter stating, to the extent true, that (i) it has received all documents
responsive to the conditions precedent to funding under the Post-
Petition Facility except for evidence that the Swap Agreements have
been terminated, and (ii) the Purchaser is not aware of anything that
would result in the funding of the Post-Petition Facility not occurring
on the termination date of the Swap Agreements.

Prior to the Closing Date, the City shall have received authorization
from the Emergency Loan Board under Section 36a of the Home Rule
City Act.

The City shall consent pursuant to Bankruptcy Code section 904 to the
Jurisdiction of the Bankruptcy Court to enter the Post-Petition
Financing Order and to enforce the City’s obligations thereunder.

The Post-Petition Financing Order will require payment of all amounts
outstanding under the Post-Petition Facility prior to and
notwithstanding dismissal of the Bankruptcy Case, unless otherwise
agreed to by the Purchaser, and that the Bankruptcy Court or the
United States District Court for the Eastern District of Michigan shall
retain jurisdiction to enforce the Post-Petition Financing Order. The
City will covenant that it will not seek to invalidate or refute the
enforceability of any ST Note Document or the Post-Petition
Financing Order, notwithstanding the dismissal of the Bankruptcy
Case.

The City acknowledges that the transactions described in this
document are arms’-length commercial transactions and that the
Purchaser is acting as principal and in its best interests. The City is
relying on its own experts and advisors to determine whether the
transactions described in this document are in its best interests. The
City agrees that the Purchaser will act under this document as an
independent contractor and that nothing in this document, the nature of
the Purchaser’s services or in any prior relationship will be deemed to
create an advisory, fiduciary or agency relationship between the
Purchaser, on the one hand, and the City, on the other hand. In
addition, the Purchaser may employ the services of its affiliates in
providing certain services in connection with the transactions
described in this document and may exchange with such affiliates
information concerning the City that may be the subject of the
transactions described in this term sheet.

Please note that the Purchaser and its affiliates do not provide tax,
accounting or legal advice.



Yield Protection,
Taxes and Other
Deductions:

Expenses:

Indemnification:

Purchaser Contacts:

Purchaser Counsel:

The ST Note Documents shall contain customary provisions for
lending transactions, including, without limitation, in respect of
breakage and redeployment costs, increased costs, funding losses,
capital adequacy, illegality and requirements of law and requirements
of Basel III and the Dodd-Frank Wall Street Reform and Consumer
Protection Act. All payments shall be free and clear of any present or
future taxes, withholdings or other deductions whatsoever (other than
customary exceptions to be agreed).

The Purchaser shall be responsible for its expenses (including fees,
disbursements and other charges of counsel) in connection with the
preparation, execution and delivery of the ST Note Documents. The
City shall pay all reasonable out-of-pocket expenses of the Purchaser
(including the fees, disbursements and other charges of counsel) in
connection with the enforcement, and any amendment or waiver, of the
ST Note Documents.

To the extent permitted by law, the City shall indemnify the Purchaser,
and their respective affiliates, partners, directors, officers, agents and
advisors and hold them harmless from and against all liabilities,
damages, claims, costs, expenses (including reasonable fees,
disbursements, settlement costs and other charges of counsel) arising
out of, or in connection with, the Post-Petition Facility or the
Bankruptcy Case (to the extent related to the Transactions) and the
City’s use of the Note proceeds or the commitments whether or not the
City is a party to any such claim and regardless of whether such claim
is brought by the City; provided that such indemnity shall not, as to
any indemnitee, be available to the extent that such losses, claims,
damages, liabilities or related expenses are determined by a court of
competent jurisdiction by final and nonappealable judgment to have
resulted from the gross negligence or willful misconduct of such
indemnitee. This indemnification shall survive and continue for the
benefit of all such persons or entities.

John Gerbino, Managing Director
James Saakvitne, Managing Director
Peter Joyce, Director

Barclays Capital Inc.

745 Seventh Avenue, 19th Floor
New York, NY 10019

212 526 3466
john.gerbino@barclays.com

james.saakvitne(@barclays.com

peter.joyce@barclays.com

Purchaser’s counsel will be responsible for drafting the Note Purchase



Michigan Counsel:

Governing Law:

Jurisdiction and
Venue:

Agreement.

George E. Zobitz, Esq.
Cravath, Swaine & Moore LLP
Worldwide Plaza

825 Eighth Avenue

New York, NY 10019-7475
212 474 1000

F 212 474 3700

jzobitz(@cravath.com

Ann D. Fillingham, Esq.

James P. Kiefer, Esq.

Courtney F. Kissel, Esq.
Dykema Gossett PLLC

Capitol View

201 Townsend Street, Suite 900
Lansing, MI 48933

517 374 9100

F 517 374 9191
AFillingham@dvykema.com

ikiefer@dykema.com

ckissel@dykema.com

Michigan.

The Bankruptcy Court, unless the Bankruptcy Court does not have
jurisdiction, in which case, the parties shall consent to the non-
exclusive jurisdiction of the courts of the State of New York and the
United States District Court located in the Borough of Manhattan in
New York City and of the courts of the State of Michigan and the
United States District Court for the Eastern District of Michigan.



