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OFFICE OF CONTRACTING
AND PROCUREMENT

October 24, 2018

HONORABLE CITY COUNCIL:

The Purchasing Division of the Finance Department recommends a Contract with the
following firm(s) or person(s):

2890777 100% City Funding — AMEND 2 — To Provide eCivis User Software and
Counseling for Grants Management. — Contractor: eCivis, Inc. — Location:
418 N. Fair Oaks, Suite 301, Pasadena, CA 91103 — Contract Period:
Upon City Council Approval through October 8, 2020 — Contract
Increase: $162,760.00 — Total Contract Amount: $477,150.00. OFFICE
OF THE CHIEF FINANCIAL OFFICER - GRANTS (This
Amendment is for an Increase of Funds and Time.)

Respectfully submitted,

Boysie Jackson, Chief Procurement Officer
Office of Contracting and Procurement

BY COUNCIL MEMBER AYERS

RESOLVED, that Contract No. 2890777 referred to in the foregoing communication
dated October 24, 2018, be hereby and is approved.



City of Detroit

CITY COUNCIL

MARY SHEFFIELD
COUNCIL PRESIDENT PRO TEM

DISTRICT 5

MEMORANDUM

Janice Winfrey, Detroit City Clerk

TO:
FROM: Council President Pro Tem Mary Sheffield
TRHU: Council Member Ayers, Chair, Budget Finance & Audit Standing Committee
DATE: October 24, 2018
RE: Homeowners Property Tax Assistance Program (HPTAP) Ordinance

This is to request that the HPTAP Ordinance be referred to the Budget Finance & Audit Standing
Committee for consideration. Please see the attached ordinance and supporting documents.



SUMMARY

AN ORDINANCE to amend Chapter 18 of the 1984 Detroit City Code, Finance and
Taxation; Article IX, Taxation Generally, by adding Division 9, Homeowners Property Tax
Assistance Program, to include Sections 18-9-131 through 18-9-141, to set forth the purpose of
the program; to establish ownership and occupancy of the property is required; to require an annual
application; to set forth the time of submissiongof the application; to set for the content of the
application and its availability; to remove the notary requirement of the application; to create a
short form affidavit; to require guidelines be promulgated; to provide the appropriate relief; to
require notice of the program be forwarded with annual assessment notices; to preserve the ability

of an applicant to appeal an assessment; and to set forth tax bill requirements.
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BY COUNCIL MEMBER

AN ORDINANCE to amend Chapter 18 of the 1984 Detroit City Code, Finance and
Taxation; Article IX, Taxation Generally, by adding Division 9, Homeowners Property Tax
Assistance Program, to include Sections 18-9-131 through 18-9-141, to set forth the purpose of
the program; to establish ownership and occupancy of the property is required; to require an annual
application, to set forth the time of submission of the application; to set for the content of the
application and its availability; to remove the notary requirement of the application; to create a
short form affidavit; to require guidelines be promulgated; to provide the appropriate relief; to
require notice of the program be forwarded with annual assessment notices; to preserve the ability
of an applicant to appeal an assessment; and to set forth tax bill requirements.

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

Section 1. Chapter 18 of the 1984 Detroit City Code, Finance and Taxation, Article IX,
Taxation Generally, be amended by adding Division 9, Homeowners Property Tax Assistance
Program, to consist of Sections18-9-131 through 18-9-141, to read as follows:

CHAPTER 18. FINANCE AND TAXATION
ARTICLE. IX. TAXATION GENERALLY

Division 9. Homeowners Property Tax Assistance Program

Sec. 18-9-131. Purpose.

To set forth the procedures and standards for the submission and review of applications for

property tax exemptions. in whole or in part. for persons who in the judement of the Board of

Review, by reason of poverty, are unable to contribute toward the public charges.
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Sec. 18-9-132. Ownership and occupancy required.

The Applicant must be an owner and occupy as a principalrésidence the property for which

the exemption is requested.

Sec. 18-9-133. Annual application required; time of submission.

(a) The Applicant must submit a new application each year to qualify for the exemption

provided for in the Homeowners Property Tax Assistance Program.

(b) The application for an exemption shall be-filed after January 1 but prior to the last

day of the December Board of Review.

See. 18-9-134. Application for Homeowners Property Tax Assistance Program; availability.

(2) Homeowners Property Tax Assistance Program applications shall be available to

the general public at the Office of the Assessor. City of Detroit Recreation Centers, Department of

Neighborhood Offices and on all of the City’s website under all webpages that reference property

taxes or the payment of property taxes.

(1) The Office of the Assessor shall post a notice near the Homeowners Property Tax

Assistance Program applications and on the Property Assessment Documents page

that advises residents that the Applicant may speak with a representative of the

Board of Review if thev have anv questions about the application.

(2) The Board of Review shall maintain and provide upon request. a resource list of

organizations that will assist in the completion of the Homeowners Property

Assistance Program application.

(b) An application for Homeowners Property Tax Assistance Program made pursuant

. Y . .
to MCL 211.7u, shall be made by the property owner on a form that is provided by the Assessor’s
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Office as set forth in Subsection (a) of this section. In addition to other required information, the

application shall include a place to identify the following:

(D Information regarding ownership of the property including:
a. Name of Applicant;
b. All names listed on the recorded document;
c. Address of the property: and
d. Parcel number of the property.
(2) All Members of the household including minor children residing at the address.
3) Marital status of Applicant.
(E)) All sources of income.
(3 [temized assets.
(6) Itemized Debts.
(7) A list of all tax credits and rebates.
(8) An alternative contact person.
(c) The Applicant shall produce with the application:
(1) A deed. land contract, or any other recorded proof of ownership. including but not
limited to, a probate order or judgment of divorce.
(2) A valid driver's license. or any unexpired government issued identification so long
as it includes the applicant’s picture and address.
(3) Documentation providing proof of marital status which may include a judgment of

Al18-07117

divorce. order of separation. order of desertion or a statement made by the

Applicant attesting to the fact of the divorce. separation or desertion and that the

spouse no longer resides with the Applicant. The Board retains the right to request
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additional information from the Applicant in support of this statement of divorce.

separation or desertion.

(4) Documentation that establishes the residency for all minors at the address including

but not limited to. federal or state tax returns. Department of Health and Human

Services statements. Friend of the Court statements. school report cards. school

transcripts and Social Security statements.

(5) Complete federal and state income tax returns. including schedules, for all adult or

the current vear.

. Tax returns are not required for a person residing in the principal residence

if that person was not required to file a federal tax return in the tax vear in

which at the exemption is claimed or in the immediately preceding tax year.

instead. an affidavit on a form provided for by the state tax commission may

be accepted.

b. The Board of Review retains the right to request additional documentation

if there is a reasonable basis to believe certain income is not reflected on the

tax return.

C. For Applicants who are not required to file a tax return, the Board shall

accept W2 forms. Social Security statements, or any other reasonable proof

including, but not limited to, documents showing current enrollment in any

government proeram that has the same or lower income requirements.

(6)  Documents providing proof of property tax credits. For those Applicants who are

not required to file tax returns. the Board of Review reserves the right to request

the Applicant to list all prior vear tax rebates or tax credits.

Al18-07117 4 10-22-18NN
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(d) The Applicant shall not be required to provide utility bills to support the claim of

occupancy of the subject property.

(e) The application shall not include a requirement for notarization, but may include a

siening statement acknowledging the applicant’s submission under penalty of perjury and the

potential eriminal liabilitv for false or fraudulent applications and statement of prosecutorial intent

with respect to false or fraudulent applications.

(H The application shall not include a deadline for submission. but shall state that all

applications will be considered if postmarked or submitted in person prior to the last day of the

December Board of Review. The application shall state that the Board of Review “strongly

encourages homeowners to apply as soon as possible and that any application not submitted prior

to the last day of the December Board of Review cannot be considered for the current year.”

(2) The application shall include a document checklist of all items needed for the

application to be considered by the Board of Review.

(h) The application shall include a space for the Applicant to document extraordinary

circumstances and explain why they are seeking an exemption.

Sec. 18-9-135. Short Form Affidavit.

(a) An Applicant may submit a short form affidavit if all the following requirements

are met:

(1) The Applicant has received a property tax exemption for three consecutive years:

(2) The Applicants income for the most recent tax year did not increase from the

previous tax vear bevond the applicable income guideline for the type of property

tax exemption that was granted:

Al18-07117 5 10-22-18NN
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(3) The Applicants assets for the most recent tax year did not increase from the
previous tax year beyond the applicable asset threshold for the type of property tax
exemption that was granted:

(4) The Applicants ownership of the residential property has not changed from the
previous tax year for which the property tax exemption was granted: and

(5) The Applicant is either unable to complete the City of Detroit Board of Review’s
Homeowner Property Tax Assistance Application or doing so would be an undue
hardship for the Applicant.

(b) In addition to other requested information, the short form affidavit shall require:

(1) The applicant’s name and address:

(2) A copy of the Applicant’s current identification:

3 A copy of the recorded proof of ownership; and

(4 An attestation that the information that the information on the short form affidavit
1s accurate.

(0 The short form affidavit shall be filed with the Office of the Assessor along with

the petition prior to the last day of the December Board of Review for consideration for the current

tax vyear.

Sec. 18-9-136. Guidelines.

(a)

City Council shall determine and make available to the public the policy and

guidelines that the City uses for the granting of exemptions.

(1)

The guidelines shall include but not be limited to specific income levels for property

Al18-07117

tax exemption for the applicant. specifically, that Applicants seeking a full

exemption must have income at or below 138% of the Federal Poverty Level and
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licants seeking a partial exemption must have income at or below 160% of the

Federal Poverty Level.

(2) The guidelines shall include asset levels of the claimant and total household income

to be considered in the granting of a property tax exemption. Applicants who have

less than $12.000 in assets need not list assets, instead they can provide an

affirmative statement attesting to the value of assets owned.

(b The Board of Review shall submit the proposed guidelines to City Council by

October 15" for consideration and adoption via resolution for the next tax vedar.

(c) The policy and guidelines shall include the appeal process for Applicants that are

denied reliel.

(d) The Board of Review shall not require applicants whose income falls below the

eligible threshold to document their expenses or debts. Those whose income is above the elicible

threshold may list debts and expenses to offset their higher income.

(e) As provided in MCL 211. 1 et. seq.. The General Property Tax Act. the Board of

Review shall follow the policy and guidelines of the City in granting or denying an exemption

unless the Board of Review determines there are substantial and compelling reasons why there

should be a deviation from the policy and guidelines and the substantial and compelline reasons

are communicated in writing to the claimant.

Sec. 18-9-137. Relief.

The Board of Review shall provide a partial. 50% tax exemption and up to a full. 100% tax

exemption, based on the guidelines referenced in Section 18-9-136 of this Code.
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Sec. 18-9-138. Notice of the Homeowners Property Tax Assistance Program: outreach.

(a) The City shall include on the Notice of Assessment mailed to homeowners the

second week in January, that the Homeowners Property Tax Assistance Program help is available

and contact information to request or obtain an application.

(b) The City shall provide and maintain easily accessible information on its’ website

that describes the Homeowners Property Tax Assistance Program, the program guidelines and the

process to apply.

Sec. 18-9-139. Decision letter.

(a) All applicants for the Homeowners Property Tax Assistance Program shall receive

a written notification of the Board’s decision within 10 days after the close of the Board of Review.

(b) [f the Board of Review denies an application the notice shall include the reasons

for denial and provide the process and timeline for the appeal.

(c) If the Board of Review fails to consider an application the notice shall include

information as to the inadequacy or untimeliness of the application.

Sec. 18-9-140. Appeal of assessment preserved.

A person is not prohibited from also appealing the assessment on the same propertv before

the Board of Review in the same vear if they are an Applicant for the Homeowners Property Tax

Assistance Program.

Sec. 18-9-141. Tax bill.

(a) Tax payers that receive a partial or complete property tax exemption will be issued

arevised tax bill within 30 days after the close of the July or December Board or review, whichever

is applicable.

A18-07117 8 10-22-18NN
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(b) Except for a partial exemption. the revised tax bill will reflect the amount of the

reduced solid waste fee.

Secs. 18-9-142 -- 18-9-150. Reserved.

Section 2. This ordinance is hereby declared necessary to preserve the public peace, health,
safety, arid welfare of the People of the City of Detroit.

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

Section 4. The division added by this ordinance has been enacted as comprehensive local
legislation. It is intended to be the sole and exclusive law regarding its subject matter, subject to
provisions of state law.

Section 5. In the event this ordinance is passed by two-thirds (2/3) majority of City Council
Members serving, it shall be given immediate effect and become effective upon publication in
accordance with Section 4-118 of the 2012 Detroit City Charter. Where this ordinance is passed
by less than a two-thirds (2/3) majority of City Council Members serving, it shall become effective
on the thirtieth (30) day after enactment, or on the first business day thereafter, in accordance with
Section 4-118 of the 2012 Detroit City Charter.

Approved as to form:

Lawrence T. Garcia
Corporation Counsel

Al18-07117 9 10-22-18NN



HPATAP ORDINANCE REPORT

FOR MARY SHEFFIELD
DETROIT CITY COUNCIL PRO TEM
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I. - REMOVING THE NOTARIZATION REQUIREMENT

MEMORANDUM

To: Hon. Mary Sheffield

From: Coalition to End Unconstitutional Tax Foreclosures

Re: Notarization of the Homeowner Property Tax Assistance Program (HPTAP) Application
Date: October 10, 2018

QUESTION PRESENTED
Is the notary requirement necessary to prosecute individuals who provide false statements on the HPTAP
application or to otherwise deter individuals from making false statements?

SHORT ANSWER
No.

ANALYSIS

Notarization is not necessary to verifi an applicant’s identity,

Unlike notarization, the HPTAP’s ID requirement verifies both identity and residency. For a notarial act,
a notary must establish a person’s identity before administering an oath. A person’s identity can be
established by: (i) the notary’s personal knowledge of the person, (ii) an oath or affirmation of a credible
witness known by the notary, (iii) presentation of a valid, government-issued photo identification with
signature, or (iv) an identity proofing service that is a part of a remote electronic notarization platform.
See MCL 55.285(6). A notary can, in addition to non-documentary proofs, accept non-address bearing
government-issued IDs, e.g. passports or alien registration cards (“green cards”) to establish identity.
Thus, notarization does not require the presentation and examination of government-issued photo ID with
an address.

In contrast, HPTAP requires the production of a valid, government-issued photo ID wit/ an address in all
instances. To receive such an ID, an applicant must have proved both identity and residency by presenting
proofs to the issuing agency. Therefore, the HPTAP’s requirement to present an ID with an address alone
satisfies the City’s dual goals of identity and residency verification. Further, the HPTAPs other
documentation requirements—tax returns and minor residency proofs—provide further verification of
both an individual’s identity and address.

Notarization is not necessary to prosecute applicants who make false claims.

The General Property Tax Act has enforcement mechanisms for false or fraudulent claims.

MCL 211.120 provides up to four counts for each false or fraudulent statements in the HPTAP
application as well as the accompanying principal residency exemption application and property transfer
affidavit. The statute also provides for enforcement against anyone who aided or abetted in making the
false or fraudulent statements. Two of the counts are punishable by imprisonment of not more than one
year and punishable by a fine of not more than $5,000.00 or public service of not more than 1,500 hours,
or both; two are punishable by a fine of not more than $1,000.00 or public service of not more than 500
hours, or both.




MCL 211.120(3) establishes a count of perjury for a person who falsely or fraudulently “swears to or
verifies” an affidavit under MCL 211.7cc (principal residency exemption, which is necessary for the
HPTAP). A simple signing statement—e.g. “I certify, under penalty of petjury, that the statements made
in this application are true and correct.” —is sufficient to satisfy the oath requirement for a charge of
perjury. See People v. Thompson, 193 Mich. App 58 (1992), overruled on other grounds.

Notarization is not necessary to sienal to applicants the seriousness of the undertaking,

One perceived benefit of notarization is that the oath signals to the applicant that they are undertaking a
serious act and they can be prosecuted if they lie. One study examined the practices of 220 notaries in 22
cities in New York and concluded that “91.7 percent failed to administer an oath of any form.” See Alfred
E. Piombino, Notary Public Handbook 71 (1996) at xxii. Consequently, there are more effective ways of
communicating the seriousness of the undertaking. What we recommend is the above-mentioned signing
statement presented in bold, all caps, and enlarged font with a restatement of penalties under MCL
211.120, and a statement of intent to prosecute.

CONCLUSION

The requirement to notarize HPTAP applications should be removed because it does nothing to deter the
submission of fraudulent applications nor does it strengthen the City’s ability to prosecute bad actors. In a
follow up submission, we will provide affidavits from several community organizations who have been
leading efforts to enroll Detroit residents in HPTAP, which attest to the unnecessary hardship that
notarization places on applicants.
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Howse Lewslutive Anatasis, SB 685 (Noveober 23, 2002) (emphasis added.
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it sfitoneit pndye TN -.] iyt wortlogt yrsane btk i

/ / f\.m]\]l In1s ‘Iddu“

The amended version o MO 730423 whiel added subseetimn (21, noms reads as
follan s

(L1 Any person autborized by o statote of this state e uhe an vath, orany person
of whon an cath is required by Lae, who willlully swears falsely in regard o any
malter or thing cespecting swhich the outh is authortzed or required s gulty off
penurs. a fclons punishil by tmapasgenient bor nvt more than 18 years
(21 sub 1)

....... ol perTinr \~ usul I
thi~ subsection:
() “Record” means infornsmion that is inscribed an o bingtble medim or
that is stered in an clectronie or wiher medium and s retricvable
pereeiyvable form
tbh “Sizned” means the person did either of the following o authenticate
ot adept the record:
111 Bxecuted or adepted a tingible svinbal
n Attached o or locwcally assecnated with the record an
clectroni ssimhal sound. o process

MO 724230200 2 cettectoe Apol 1 2010350 emphass added)

[ wther words, under the current statite, any persots w o lies ia decument o wlich
STw is authorized or reguired te Lehe an oath subsection T s guilts of periury it that person
Sithn takes an oath (subsedtion o sizns an unsworn “declaranon™ under “the peralts of
v subsection 2)

Applaing MOL 730423 10 the prosent case, i person costmits the come ol pegjury 1o
“saedr falsely 7 in contection with any proceadings set tortivim the act gesenmmy real estate
raves, ncluding the poteny s exempuon sectzom - Speaticalls, MO 210 TS provades

Any petsort whe nnder ans of the proceedimges vegured o ponized by this
shadbwillully swear febsels shatibe puilts of perzues and subject toats penaltios

Furher. the posenty Ly exemption agplication process s a proceedimg specitically
suthurized by the et See MOL 218 Ty

MUT 20 Tt b the pradar sor bl Sl s S ke e T ovemeraon



Since stute Law prohibits “swearine™ fudsels onr g posenty exemption applicative. and
sinee MOL 730 42312 estabhshies penalues tor those wha sien o declaranon inder penadty ol
perpury i hew of an oath. thuse whe sivn o declazation are. i fact. galty of penury afthey
willfully e on g poserty oxemption apphcanon Phere is ne bonger a requitement thal an
appheant sign m the presence ot a notary after being placed under an ol vath

B. To the extent the federat poveranment has jurisdiction to prosecute applicants for
false HPT AP applications. notarization is not required for such prosecution.

Nolanzation s ot regoired for prosecation under federal perjurs Taws Under 28 TISC
I 740, whenever federa] luw reguires ot peminils a matler tao be supported baa swom vath, the
mutter ¢un also be supported by o stned statement with kinzuage mdicaung the statement is
nide under penalty of perpury Under this laa oo person who siens o Jalse statement under
penalty of perjury 1s subject to e ssume perpuey charges as i e had made st swom oath, See,
o Dickinson v Wapnwriehy, 620 124 TIS3(CA S 1950, Thus, notartzation is irrelesant ta
whether vr not a persan van be prosevuted under federal kea for fulse statentents made man

HPTAP application,

There renunns a guestion of whether thare s federad jurisdiction Lo prosecute someone
who licd onan HPTAP appheanon (S USC 00T crominalizes false statenents Rnowingly amd
sty made s matter sathion e faresdcton of the evecutis e legisbiy e, oeidecial
branch ot the Gesernment of the United States 7 However, under this statute, “junsdicton™ is
pot limated to is marrow o wechmcal imcamimg, Sees o Beaosonr Cnited Matos, Bia LS 6308
CLARE 1964 Nor most false statements be made directly toa tedesal apenes o tall withan s
mriadictn, Sec Endted States v Mizos, 39T E Supp INUED A, 1974 a7 d wathout op,
Ve y Cnited Stazes, 329 P20 8200000 0 1975 0ndeny b meton e guash s lere detendant
detrauded o Detroit jobs prograes fuzded By ananonal vecaneeation that s m tam funded by,
the Departent ol L uhon

The federal courts huve foued jurisdiction te proseoute perury fer stateients made W a
AL of nupgut ernmental ensanization when these entatres are Tunded by the tederal governmoent
Sceo e, Muntoz, 397 F Nupp INS Dwred Starces Lanoc S2N P2 128001287 n IO S,
19760 W are not certamn whether the Gty recenes HU D tundiog op atker Gedesal funding for
HEP AP . Fothe extent st does recers e tederal Temdie, thero i i stoope wanws thal perjmy on
the HPTAP apphicaton could be proscorsed under Taderat s




ii) Quicken Loans Community Fund

- 1050 Woodward,
Quicken Loans Detroit, Mi 48226
Community Fund www.QuickenLoans.org

To lhe Honcrahle Mary Sheflield Detreit City Ccuncil Presidant Pro Tem

Ihe Quicken Leans Community Fund recognizes the City of Detioit's Homeowners Proparty
Tax Assistance Progeam (HPTAP) as a critical ool in 11¢ colleclive wark (e kono Datront
homeownars In their homas, and out of tax loreclosure We applaud recert efforts « make
the HPTAP accessible to mase Detrait residanis

While improvements ta the HPTAP are welcome, our experience suggests that the need for
applications to be notanzad ramains a difficult hurdle lor many eligible applicants and the
inclusion of 1INy notarization requirement warrants further consideration,

Since December of 2017, the Quicken Loans Community Fund has sponscred 8¢ workshops
across Detrolt whete homecwners can get help completing their HPTAP applications. Those
80 workshaops have helped more than 1,200 Detrot residents

At each workshop, we ensure a notary i3 on hand (¢ natarize complated HPPTA~
applications However residents at these workshops are fieguently missing a document or
two that make their HPTAP application incumplete, ard unahie to b notarized

This creales an added step: Residents must eitner return to a warkshap the fellowing montr
hied notary services at a bark, cr go downtewn 0 have ther appleation natanzed. Al of
lhese oplans can craate addivoral cost hardship, and reduce tha lkelihcod that an
otherwlse eligible residartns granted & mi.ch needed HP TAP exemption

Snce June 2018, 6535 Detrait resideris hdave attended Quicaen Leans Cormimurnily Fund-
spansored HPEAP workshaps 384 resdants subnutied completad and notarzad
appheatiors whila 232 applications were migsing docurments thal preverted notarization

While every effortis made ta bring theae resklarts back (6 a werkshep lor rotary services,
is gaficuit for residemts, espacially tose ecpetencing poverty, to make the investnent of
time and resaurces that is nesdes ta get back 10 a third-paty locator., Bul for Ihe
netanzaton requirernent imany of these Fameowners would Lie able to go hume with an
otharaise-compiete HPTAP apgplicaton [ncale ther rissing docurmenis, ard inimiediately
mail i their HPTAP appheation.

We hope that this information is ugoful b s konoratle body as you conskiir aext stecy
regarding the HPTAP requisemants

Thank yca.
Laura Granremann Vice Prasident of Quick2e Lears Community Fund

i -
] ke -
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Alnx Alsun,\\éi renter of | lousieg Stabilny Quickan Loans Commurty Fund
' /-

S




iti) United Community Housing Coalition & Michigan Legal Services
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iv) Detroit Action Commonwealth

DETROIT ACTION
s

Pagivant

Crgamaing W0 bl power, advance [Ustion, premeie opeauny

October 12, 2018

Dear Council President Pro Tam Sheffich)

We are menbers ol Deliolt Aclion Commenweiiing, an organization of mcie tan 5,000
Datroilors, minst of hom low-mcoms,

We enderstand and support the Gity's regpopsibiily b riake suje that pecplo who apply for a
paverly proporty-tax exemplion are truly eligible for it But the City alss has a respansibility o
make sure Ihat peeple who are eligible for the examplion dre not denled ona. This has been the
far grealer prablem in Detroil,

Many low-incoma Detroitors fiave not gollen the property L exemplion thay're oligible for, in
part berause the HPTAP application process (s needlnssiy difficalt. Thousands of fhem have
last thalr homes 1 ax loreclesure as o rasult, When Hat happens, | nolealy hars tham. i
hurta the entire nelghboeriood, and 1ha entire city

The apglication’s notarzation requitemaent @dds an unnecesaary slop e an already burdensome
proviss. Many Mictugan cilies oo nof reguire i, Many lowe eame bomeswiiag any eldany,
disablad, or lack franspoertation. Thay hd'm a hard enough fima compiling the necessary
desumanty and compleling the application belae e deadline, which oftan reqiites thept fo
travel to various offices for assisiance Motanzation further complicatos this procass and acls as
a barrler that restricts access 1o the exemntion.

W ask that the Clty of Detreit repiove the notarization requiremeont from me HPTAP

application. - Rt
B ,I I f L F Y L l')
|28 T " | L . I
Y

Yirs truly, sl

._ it"j R S ]
;IuJI. LL ‘-'-ﬁ ,('r:‘l"’f'- ‘£, r’(’ i

[0 v < H s
}"Ir" '- Hph g
"T;‘ue:p . L/ou:. /S-i o . e
—K“%\f‘(“:ﬂ‘f kl\ ZUl “[( }\ ,r"{) I,) f‘! j/, .r] i
bri 1 LT oghe ! IF f'fﬂ""f X "I'f'r)‘l),{,.f/l 2

o
C \:u'."l“‘“l

¢ (SR N L

( 4 |
. ]
- “"/\)‘J A '(..r ‘ o /ll". f /I 'L'

e )/,” G ///JX/;,,,,/

s ))}('f.{r“.'f {3t

tfo:wff A..uun Cmmmnwhamr ARYO Grand Fver Ave Deton, M 48208 www detrotiction org
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v) Neighbors Building Brightmoor
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vi) Central Detroit Christian

October 11, 2018

Councilwoman Mary Sheffield
Detroit City Council

CAYMC

1 Woodward Avenue

Suite 1300

Detroit, MI 48226

RE: Notarization Burden

Dear Councilwoman Sheffield:

| am writing you as a housing counselor for Central Detroit Christian CDC who is actively involved in
helping families with their Property Tax Exemption applications. The requirement of the application of
needing a notary is cumbersome for the applicant. Banks typically have notary services available, but
many if not most of our clients are not bankable and therefore cannot use the bank’s notary. Other

notary services require some type of fee and that is a burden as well.

We solicit your help and request that you release the requirement of a notary on the Property Tax
Exemption form.

Thank you in advance,

Dottie Foster
Lead Housing Counselor
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III. - ADJUNCTIVE ELIGIBILITY

MEMORANDUM

To: Hon. Mary Sheffield

From: Coalition to End Unconstitutional Tax Foreclosures
Re: Allowing Adjunctive Eligibility for HPTAP

Date: October 14, 2018

Currently, anyone applying for the Homeowners Property Tax Assistance Program (HPTAP) who was
not required to file a tax return must demonstrate income by providing supporting documentation. Since
the City’s settlement with the ACLU, non-tax filing applicants can demonstrate income by submitting
W2s, Social Security Statements, or any other reasonable proofs. Besides accepting these proofs, the
Board of Review should also allow applicants to demonstrate their income eligibility by submitting
documentation showing current enrollment in any government program that has the same or lower income
requirements (for example, Medicaid or WIC)—a process known as adjunctive eligibility. Adjunctive
eligibility is a common, well-accepted practice that benefits the Board of Review by relieving
administrative burden, and benefits applicants by allowing for a more streamlined application process.

Adjunctive Eligibility is Common Practice

The Board of Review would not be unique in allowing adjunctive eligibility for HPTAP. Adjunctive
eligibility was originally adopted to increase enrollment in children’s health insurance programs, but since
then the practice has expanded to many government programs.! For example, in order to streamline the
application process and reduce administrative errors and costs, Congress established adjunctive eligibility
for the Women, Infants, and Children (WIC) program in 1989, which allows applicants to demonstrate
eligibility by showing participation in Medicaid, Food Stamps, or TANF.” In addition, 42 CFR § 435.120
dictates that enrollment in Supplemental Security Income (SSI) automatically establishes a person’s
eligibility for Medicaid in most states.” Michigan’s courts also use adjunctive eligibility. Specifically,
demonstrating receipt of public assistance entitles a defendant to a rebuttable presumption of indigency
for the purposes of appointed counsel in a criminal case under MCL 780.991 and MCR 6.005(B), and for
a waiver of court cost and fees under MCL 600.8371 and MCR 2.002(C)~(D). Finally, many utility
affordability programs—such as the Low Income Home Energy Assistance Program or Pennsylvania’s
Customer Assistance Program through the Public Utility Commission—also use adjunctive eligibility in
their application process.’

I Colton, R. (n.d.). 4 Water Affordability Program for the Detroit Water and Sewerage Department (DWSD) (Rep.).
Retrieved from http://www.fsconline.com/downloads/Papers 20035 01 Detroit Water.pdf. p. 8

2 Ibid; Carlson, S., Neuberger, Z., & Rosenbaum, D. (2017, July 19). WIC Participation and Costs Are Stable(Rep.).
Retrieved https://www.chbpp.ore/research/food-assistance/ wic-participation-and-costs-are-stable.; for a detailed
description of how adjunctive eligibility works in Michigan's WIC program, see Appendix A.

3 Colton, R. (n.d.). 4 Water Affordability Program for the Detroit Water and Sewerage Department (DWSD) (Rep.).
Retrieved from http:// www. fsconline.cony/downloads Papers/2005 01 Detroit Water.pdf, p. 8

4 Ibid; Benefits.gov. (n.d.). Low Income Home Energy Assistance Program. Retrieved from
https://www.benefits.cov/benefit 613
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Adjunctive Eligibility is Beneficial for Applicants and the Board of Review

Clearly, adjunctive eligibility is beneficial for the applicant. Instead of collecting and producing multiple
proofs of income, adjunctive eligibility would allow applicants to submit only one piece of
documentation, for example, a copy of proof of enrollment in Medicaid. Putting the applicant aside,
adjunctive eligibility has significant administrative benefits for the Board of Review. As mentioned
above, other government agencies established adjunctive eligibility specifically to reduce errors and
relieve administrative burdens through decreased paperwork and lower resource expenditure on income
determination and fraud detection. This last point is particularly important for the Board of Review. By
offloading income determination and oversight to the better resourced state or federal government, the
Board can focus its resources on determining eligibility and detecting fraud for the more unique and
challenging aspects of the application, such as confirming home ownership and principle residency.

Conclusion

Given that adjunctive eligibility is a well-established and common governmental practice, and that it
creates significant benefits for both applicants and the Board of Review, the City of Detroit should pass
legislation that establishes adjunctive eligibility for HPTAP.
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APPENDIX A — ADJUNCTIVE ELIGBILITY FOR MI-WIC

MI-WIC POLICY Eligibility/Certification
2.0 Eligibility/Certification Lrtective Date 251571
206  Adjunct Incame Eligibility

PURPOSE:  To allow adjunctiamomatic income eligibihity Tor W IC Frowrun applicants
determined to be adjunetively inconse chwhle

Ao POLICY
! WIC applicants are adjunctisely inconuwe eligible if they receive one ol the followang

a. Serviees from the following Medicaid Programs:
L Mediend
it Healthy Kids
ut. MIChUd
i Maternive Outpauent Medical Serviees tMOMS)
v Healthy Michiga Plan ¢ MY
vi Fmergenes Services Ondy (ESO) 0 e Fleadths Kids-FSO. MIChild-
ES()

Note: Medicatd Deductible (furmerly know i as “Spenddown™
Beneficigries are mot adjunctivels income eligible for WIC, Thar
meome miust be used o determine ehigibihty 1 8ee Policy 2116y

Food Assistanee Progeum (1 AP) benelits [1e . Supplemental Nutrinon
Assistaner Progio iISNAPEFoud Stmps, Food Distnbution Prograem on
Inddian Reservation (FDPIRS, The Bmergeney Foed Assistanee Progaan
(TEFAP)

Fannly Independence Progrsm (HIP Femporey Assitance W Needy Fumnihes
(1 ANE) henelin

g Applicants are adjunctn oly incosne eligible " they are an nfint ot a wonmie who
received Medicaid during her pregnancs

) Applicants are adjunctively income eligible iU thes are o member of o Lamily that have
vne of the followine:
# A pregnant woman o infunt reectvime Medicad
b Food Assistanee Program (8 AP) benetits

¢ Farmly Independerce Progemn (EIP 0 henetin

4 To determine adjunctise ehigitality enroliment, one ol the Tollowing forms of
documentaton is reguired

+ o Madiead

IF Dupuirtem e of U ansmiety Howdsh-Wie Sona fotl
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MI-WIC POLICY

Eligibility/Certification
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MEMORANDUM

TO: Mary Sheffield, Council Member Pro Tempore
FROM: Coalition to End Unconstitutional Tax Foreclosures
SUBJECT: Poverty Tax Exemption (PTE) Ordinance

DATE.: August 16,2018

The purpose of this memo is to propose an ordinance, which ensures that Detroit homeowrers
have access to the City’s Homeowners Property Tax Assistance Program (HPTAP), also known
as the Poverty Tax Exemption (PTE)‘. The Michigan Constitution states that no property should
be assessed at more than 50 percent of its market value.” From 2009 and 2015, between 55 and
85 percent of Detroit homes have been unconstitutionally assessed.” As a result, approximately 1
in 4 Detroit properties were foreclosed from 2011 to 2015, which resulted in massive
displacement of residents, an increase in blighted properties, and vastly reduced home values. In
2016, nearly 40,000 owner-occupied households — or 3294 of all Detroit homeowners — qualified
for the HPTAP," but the vast majority did not receive it either because they were not aware it
existed or because the process was too burdensome. This ordinance aims to codify the
requirements stipulated by the 2018 Aorningside v. Sabree settlement order (hereafter referred to
as the scttlement), and proposc additional changes that will prevent further hardship to Detroit
homeowners by ensuring the HPTAP is readily available, easily obtainable, and equitably
provided to all who qualify.

Part I: HPTAP Application Requirements

Below is the documentation the state of Michigan requires localities to collect in order to grant
an exemption under MCL 211.7u, the actual requirements currently present in the HPTAP
application, the changes introduced by the settlement, and the Coalition’s recommendation for
how to revisc the requirements to ensure the application’s integrity is upheld without overly
burdening applicants.

Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

Owner-occupied,
principal residence
—Legally mandated by
the Michigan Tax Act.
MCL 211.7u(2)(a)

Applicants must have a
Property Transfer

A ffidavit (PTA) and a
Principal Residence
Exemption (PRE)
Affidavit certified by
the City Assessor.

Not addressed in settlement.

Normne,

' Mich. Comp. Laws § 211.7(u)
* Micr. CoxsT. art. IX, § 3; Mich. Comp. Laws § 211.27(a)(1) (2013).

? Bernadette Atuahene & Timothy R. Hodge, Stategraft, 91 S. CaL. L. Rev. 263 (2018)
*U.S. Census Burcau; American Community Survey (ACS), Five-Year Estimates (20 [2-2016), Tables B25118 and

B25010




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

2. \ldentification— Page 8 of the current  [The Board must accept any The settlement change should
Discretionary under  [HPTAP application  |form of govt. issued ID as long [oe codified in the ordinance.
the Michigan Tax Act. [requires an applicant tojs it includes applicant’s picture|ln addition, the HPTAP

submit a copy of his orjand address. This must be application should list specific

her driver’s license or |explicitly stated in the examples of accepted IDs (e.g.

state-issued application. — Settlement Order, [Detroit Municipal ID, military

identification section 2.,1,(1). ID, Consulate ID, Tribal ID,
etc.)

3. [Deed production— Page 7 of the current  [The Board must accept any The ordinance should state
Discretionary under  [HPTAP application  [recorded proof of ownership  |that as long as the Chief
the Michigan Tax Act. [requires the applicant |(e.g. deed, land contract, Assessor requires a deed to

to submit a copy of the [probate order, or divorce file a PTA, the applicant does

recorded deed or other [judgment). The application not need to produce a deed.”

cvidence of ownership [must explicitly state that any  |[n anomalous cases where

(including land recorded proof is acceptable —  jadditional proof of ownership

contracts). Settlement Order, section may be necessary, the Board

2.1,(2). of Review can access it

internally from the Wayne
County Register of Deeds.
Similarly, if the Assessor stops
requiring a deed as part of the
PTA, then the BOR can access
it internally.

4, [Utility bills-Not Page 7 of the HPTAP |[Not addressed in settlement. The applicant should only

legally required.

application requires an
applicant to provide a
copy of water, gas, and
clectric bills “to
support [the claim of]
occupancy of the
subject property.”

provide a DTE bill that is
under the applicant’s name. [f
the DTE bill is under any
other person’s name, then the
applicant must provide an
explanatory statement.””

> To apply for HPTAP, an applicant must have a PTA on file. While a deed is not legally mandated when
filing a PTA, Chief Assessors have routinely required a recorded deed to accompany the filing. It is
therefore redundant to require an applicant produce a deed again when filing for HPTAP.

% If the Board of Review finds the PRE insufficient to demonstrate occupancy, it can access the applicant’s

water bill internally.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

This should be codified in the

5. [ID forall residents—  |Page 8 of the HPTAP [The Board shall accept any
Not legally required.  japplication requires  |form of govt. issued ID as long |ordinance with explicit
the resident to provide fas it includes applicant’s picture fexamples of acceptable ID
a current Driver’s and address. This must be listed.
License or State ID for|explicitly stated in the
all adults over 18 in  Japplication — Settlement Order,
the home. section 2,1,(3).
6. |Minors in household- [Page 8 of the HPTADP [The settlement states that the  [This should be codified in the
Not legally required.  fapplication requires  [Board may require applicants  |ordinance. Further, the
the resident to provide provide proof for the number of japplication should state that if
i report card, minors in the household, but it |an applicant’s household
transcript, or other cannot ask for any specific type |income falls below the
government document |of proof. Instead, it may lista  [single-houschold poverty
for any children under hon-exhaustive list of suideline threshold, they need
18 in the home. acceptable proofs — Settlement |not provide any proof of
Order, section 2,1,(4). minors living in the home.
7. [lax returns—Prior year [The HPTAP currently [Not addressed in settlement. None.

federal and state tax
returns for all adults
residing in the home,
unless the party is not
required to

by the Michigan Tax
Act.

submit a copy
and State Tax Returns.

file-Legally mandated fresiding persons who

4306-T and Michigan

Poverty Exemption

requires an applicant to
of complete Federal
For all applicants or
are not required to file
income tax returns, the
HPTAP requires a
signed IRS Form
[reasury Form 4988

Affidavit.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

Poverly suidelines—An

applicant must meet
federal poverly
suidelines or whatever
guidelines the local
governing body
adopts, so long as the
alternative guidelines
do not preclude anyone
who meets the federal
poverty guidelines —
Legally mandated by
the Michigan Tax Act.

The HPTAP
establishes maximuim
income eligibility
cuidelines, beginning
at $16,660 fora
single-person
household. The whole
table is found on page
3 of the HPTAP
Application

Not addressed in settlement.

The Board currently adopts
mcome guidelines that are
more generous than the
federal poverty guidelines.
The ordinance should codify
the current standards (i.e. the
current guideline as
percentage of the federal
cuidelines) so that this relief
remains accessible to those
living near, and not just below,
the federal poverty line.

Assel tesl—

There must be an asset
test, but how this is
satisfied is
discretionary—

Legally mandated by
the Michigan Tax
Comumission.’

Page 7 of the HPTAP
application requires an
applicant to list all
assets and all debts.

Applicants who have less than
$12k in assets no longer need to
list assets. Instead, they can
simply make an affirmative

Settlement Order, section
2.1,(7).

statement attesting to this fact. —

The settlement change should
be coditied in the ordinance.
Also, to avoid confusion, the
asterisks (*) should be
removed from the asset
section of the application.

10.

Listing debts — Only
an asset test and not a
listing of debts—legally
mandated by the
Michigan Tax
Commission

Page 7 of the HPTAP
application requires an
applicant to list all
debts.

The Board shall not require
applicants whose income falls
below the eligible threshold to
document their expenses or
debts. — Settlement Order,
section 2,1,(3).

The scttlement change should
be coditied in the ordinance.

7 For example: for a single-person houschold, the guideline for a full exemption is 137% of FPL and 158% fora
partial exemption. For a four-person houschold the respective guidelines are 102% and 112%, respectively.

¥ State Tax Commission Bulletin 6 of 2017 states that the local unit must include an asset test, and that it “should
require claimants provide a list of assets” [emphasis added]. The permissive language allows the “affirmative
statement’ provision in the settlement to satisty the asset test requirement.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

Providing past year’s
income—Not legally
mandated

Page 6 of the HPTAP
application, the
applicant is required to
provide all sources of
income for the past

docunientation.

The Board may continue to

proof of income for the prior
year. While an applicant may
fulfil this requirement by
submitting their tax return, the
Board retains the right to
request additional
documentation if they have a
reasonable basis to believe

in the return. For applicants
who were not required to file a
tax return, the Board shall
accept W2 forms, Social

other reasonable proof —
Settlement Order, section
2,1,(6).

[For applicants who are not

require that applicants provide [required to file tax return, the

Board shall allow applicants
to submit documentation that
shows they are currently part
of any government program
that has the same or lower
income requirements (e.g. the
Supplemental Nutrition
Assistance Program,

certain income is not reflected  [Temporary Assistance for

Needy Families, recent State
Emergency Relief (SER)
approval, Medicaid or
Supplemenﬂtal Security Income

Sccurity statements, or any statement). No additional

documentation should be
necessary.

For applicants who file a tax
return, the ordinance should
stipulate that the Board shall
not request any additional
documentation.

Listing Credits and
Rebates—Legally
mandated under the
Michigan Tax Act.

Page 8 of'the HPTAP
application requires an
applicant to list all tax
rebates and credits.

the prior year. Applicants who

be required to list rebates or
credits — Scttlement Order,

coantioae D)y
BUULLULL &

2

The HPTAP application may  [For those not required to file
request that applicants who are [tax returns, if necessary and
not required to file tax returns  fon a case by case basis, the
list all tax rebates and credits in |hoard shall reserve the right to

request that applicants list all

submit their tax return shall not |tax rebates and credits in the

prior year.

? This method to determine eligibility—known as ‘adjunctive eligibility’—is common practice in various
means tested government programs, including WIC.

wn




Legal Requirement | Current HPTAP Settlement Changes Recommendation

Reference—Not legally |Page 5 of the HPTAP [The Board must not require The settlement change should
required. application requires an japplicants to list a reference, butlbe codified in the ordinance.
applicant to list a may request an optional
Detroit resident that  |‘alternative contact person’ —
the Board may contact.|Settlement Order, section 2,k

. [Notarization—Not Page 5 of the HPTAP [The Board may require the The ordinance should remove
legally required. application contains a |[HPTAP application be the notarization requirement
notarization notarized, but if so shall allow |from the application. Instead,
requirement. applicants to fulfil the the application will contain
requirement in two ways: 1) explicit language listing the
having the application maximum penalty for

notarized; or 2) declaring, under|fraudulent misrepresentations.
penalty of perjury, that having .
the application notarized
presents a hardship due to their
advanced age, their limited
physical mobility, or because
they are a carctaker for a
dependent, a person of
wdvanced of age, or a person
with limited mobility —
Settlement Order, section 2,m

10 Section 2,n, along with the permissive language in section 2,m, indicates that the settlement order poses
no barrier for removing the notarization requirement. There is no other legal obligation requiring
notarization. For a comprehensive legal argument for the removal of the notarization requirement, see the
Coalition’s Memorandum re: Notarization Requirement on PTE (https: ' tinyurl.com'y77agoay)




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

15. [Marital Status—Not Page 6 of the HPTAP [The Board may continue to The settlement change should
legally required. application requires an frequire applicants provide prooflbe codified in the ordinance.
applicant to disclose  |of divorce, legal separation, or
his or her marital desertion, but must explicitly
status and submit a state that acceptable forms of
Judgment of Divorce  |proof include: a divorce
or Separation judgement, order of separation,
Agreement if the order of desertion, or a
spouse is no longer  [statement by the applicant —
living 1n the residence. [Settlement Order, section 2,i,(8)
Part IT: HPTAP Administration
Below are changes to HPTAP administration procedures that should be required by the
ordinance. These changes include those introduced by the scttlement, as well as additional
requirements that will ensure broader program access.
Legal Requirement | Current HPTAP Settlement Changes Recommendation
16. |Lixtent of Relief The Board currently  [Not addressed in settlement. The ordinance should codify

Offered— It is legally
required that an
exemption be made
available to
owner-occupants who
meet federal
suidelines, but the law
allows the chief
assessor and board of

review discretion over

the extenﬁ of the relief
it offers.

offers a full (100%)
and partial (50%)
exemptions, according
to income guidelines
specified on Page 4 of
the HIPTAP. The solid
waste fee is not
subject to exemption.

the availability of a full
(100%) and partial (50%)
exemptions, according to the

poverty guidelines addressed
in recommendation #8 of this
memo.

" Mich. Comp. Laws § 211.7(u)(1) states “The principal residence of persons who, in the judgment of the supervisor
and board of review, by reason of poverty, arc unable to contribute toward the public charges is eligible for
exemption in whole or in patt {rom taxation under this act.”




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

17.

Homeowner
Outreach—Not legally

required.

In 2018 the City
mailed a flyer
describing the HIPTAP
to each delinquent
homeowner in the
City.

The settlement requires that the
City shall mail a flyer within 30
days after the Board accepts the
assessment roll to every
taxpayer with a residential
homestead ("homeowner"),
whose taxable value is $95,000
or below, describing the HPTAP
program. The flyer shall refer
the homecowner to call or visit
the City of Detroit’s website for
more information about the
exemption. The statement to be
used is attached as Exhibit A of
the settlement.

The settlement change should
be codified in the ordinance.
[f the statement provided as
Exhibit A of the settlement
must be changed, the
ordinance should require that
the revised statement be
reviewed by community
members prior to matling so
that it the language is clear
and accessible to residents.

18.

Website Reform-—-Not

legally required.

Aside from a short
description at

hitp:/www . detrolnti.
gov/Tow-Do-1 Appeal

The settlement requires that,
within 28 days of the order, the
City shall create and maintain a
separate page on the City’s

Propertv-Assassment-

website that describes the

IFAQs there is no page
that describes the
[TPTAP program and
the process to apply.

HPTAP, the program guidelines,
and the process to apply. The
page should include links to
download the current year’s
HPTAD application, as well as a
list of free services that are
available to assist homcowners
in completing the HPTAP
application such as, but not
limited to, the United
Community Housing Coalition
(UCHC)

The settlement change should
be codified in the ordinance,
which should also ensure that
the page is easily located on
the C'ity’s website. Under the
http:www.detroitmi.gov' Ho

w=-Do-[’ domain, there should
be a link on the left-hand side
specifically tor “Property Tax
Assistance™, The HPTAP
information page will appear
by entering “IHHPTAP”
“poverty exemption”
“property tax help” “property
tax assistance” or other
relevant statements into the
search option.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

19.

Application Accessible

at Office of the

Assessor. Online & at
District Centers—Not
legally required.

Hard copies of the

HPTAP application
can be requested by
mail, by phone, or
in-person at the
Assessor’s office. The
HPTAP application is
also available online
at
http://www.detroitmi.

ov/How-Dao-1 Properl

The scttlement requires that
HPTAP applications must be
available to the public for pick
up in the Office of the Assessor
with no prerequisites or
requirements and that the City
shall post a sign near the
HPTAP applications that
encourages homeowners to
speak with a representative ot
the Assessor’s office if they

iy
v-Assessment-Docuim

lents

3

have questions about the
application. It also dictates that
the application continues to be
available online under the
Property Assessment
Documents portion of the city’s
website or other similarly
located page.

The settlement change should
be codified in the ordinance.
IAdditionally, it should
require that the application be
made availablc at each of the
seven neighborhood District
Centers.

20.

Application Assistance

Available at District
Centers—Not legally
required.

The City does not
currently advertise or
offer direct assistance
to residents with the
application. In the
absence of these
services, non-profit
organizations
throughout city take
on this responsibility.

Not addressed in scttlement.

The ordinance should require
that the Department of
Neighborhoods promote the
HPTAP and offer designated
office hours for regular
application assistance at each
District Manager’s office.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

21.

HPTAP Application
Mailed to Previous

Applicants and
Delinquent
Homeowners—Not
legally required.

HPTAP applications
are automatically
mailed to individuals
who received a
poverty excmiption in
the previous year.

The settlement requires that the
HPTAP application is
dutomatically mailed to
individuals who applied for a
poverty exemption in the
previous year, whether or not
they were granted the
exemption, on or before
February 15th of each year. It
also requires that the application
be mailed to homeowners that
are delinquent for the tax roll in
A given tax year,

The settlement changes
should be codified in the
ordinance, which should also
specify that the application be
mailed to delinquent owners
on or before September 15th.

Trained Officials
Available for
Assistance—Not legally
required.

The Board currently
holds trainings with
staft, but no standards
are publicly available.

Lixhibit B of the settlement
outlines general guidelines used
to conduct trainings of any staft
in the Assessor’s Oflice
involved in the exemption
process, and requires that no
new hires be permitted to
mteract with customers until
they have been trained.

The settlement change should
be codified in the ordinance,
which should also specify
that all Tax Assessor
personnel, BOR members,
and BOR support staff
cngage in an annual training
program that provides an
update on any application
changes and enables them to
answer any questions that
taxpayers may have about the
application process. In
addition, the BOR will also
be required to conduct an
annual forum where
community members and
Organizations can ask
questions and interact
directly with officials.

L0



Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

23.

Actual Due Dates Used

Hard copics of the

on Application-Not
legally required, but
the application for an
exemption shall be
filed after January 1
but before the last day
of the board of review.

HPTAP application
request that the
application be
returned by a specified
date that is before the
next BOR sitting but
after the application is
1ssued.

The settlement requires that the
HPTAP application does not
include a deadline, and shall
slate that all applications will be
considered if postmarked or
submitted in person prior to the
last day of the December BOR.
The application may encourage
homeowners to apply two
weelks in advance of the March,
July, and December BOR
sittings, as well as language
“strongly encouraging”
homeowners to apply as soon as
possible, and emphasize that
applications that are not
considered at the December
BOR meeting cannot be
considered for the current year.

The settlement change should
be codified in the ordinance,
which should also require
that the specific dates of each
review period are provided in
the application, including the
latest possible date the
application may be received.

24.

Document checklist

included with
application— Not

legally required.

The “HPTAP
Application Guide and
Docuinent
Requirements,”
specifies necessary
supporting paperwork
but is not in the [ormat
of a checklist.

Not addressed in settlement.

The ordinance should require
that the application includes a
clear “document checklist” of]
the items needed for the
application to be considered.
This can allow applicants to
keep track of their progress,
reduce the number of
incomplete applications that
are submitted, and facilitate
more cfticient processing of
applications.

Snace in the
Application to Explain

Personal
Circumstances— Not
legally required.

The “HPTAP
Statement Form”
allows a space for
individuals to
document
extraordinary
circumstances and
cxplain why they are
seeking an exemption,

Not addressed in settlement,

The ordinance should codify
the Board’s current practice.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

26.

Application Tracking
and Review
Procedures—No legal
requirement.

Standards for the
Board’s internal
procedures are not
publicly available.

Exhibit B of the settlement
specifies procedures and
timelines for tracking when and
for whom applications are
requested, mailed, returned, and
assigned to a BOR committec
for review and decision. [t
dictates standards for contacting
residents if information is
missing or tollow-up is needed.
[t requires that review be
limited to whether the applicant
has submitted all of the required
documentation and meets the
relevant income threshold for a
partial or complete exemption,
and. if not, whether any
extenuating circumstances exist
to suppott a decision to deviate
from the guidelines and grant an
exemption. [t also dictates
timelines and tracking
procedures for submilting
recommendations to the full
BOR, recording BOR decisions,
and printing and mailing
decision letters,

The settlement change should
be codified in the ordinance.
Timelines and procedures for
requesting and reviewing
additional information should
be specified (i.e. number of
attempts to contact resident,
letter used to request
information, how to track
information that is received).

Short Form Affidavit
Used for Qualifying
Residents— Not legally
required, but applicants
must file a claim on a
form provided by the
local assessing unit for
cach year the
cxemption ts sought.

A known subset of
vulnerable residents
who have received the
exemption for three
consecutive years may
complete a “Short
torm affidavit,” an
abridged application
that requires minimal
documentation (proof
of ownership, ID).
Notarization is
mandatory.

Not addressed in settlement.

The ordinance should codify
the Board’s current practice
but also extend the
opportunity for a Short Form
Affidavit to all taxpayers who
are on a fixed income and
have been approved for three
consecutive years. Current
paperwork and notarization
requirements should be
removed.




Legal Requirement

Current HPTAP

Settlement Changes

Recommendation

28.

Communicating BOR

Decisions to
Applicants—No legal
requirement.

Persons with
cxemptions granted at
the March BOR
receive a March
IBoard of Review
Decision Letter, and
persons with
excmptions granted
after July are
communicated to
residents by a
numerical code issued
on the City’s
“Correction of
Affidavit” form,
which can be difficult
for residents to read
and understand.

The scttlement requires that
indtviduals who apply for the
exemption receive a written
notification of the Board’s
decision by mail within ten days
after the close of the BOR. If
the BOR denies a homeowner’s
application, this notice will
include the reasons for denial
and provide the process and
timeline for appeal.

The settlement change should
be codified in the ordinance.
In addition, the ordinance
should require that approval
letters be easy for residents to
comprehend. In instances
where no decision is
rendered, this must also be
communicated to residents in
writing.

29.

Accurate Tax Bills

Reflecting

Exemption-Not legally
required.

Persons with
exemptions granted at
the March BOR
receive an accurate
summer tax bill that
reflects the exemption,
Persons with
exemptions granted in
after July receive tax
bills that do not reflect
the exemption.

The settlement requires that
taxpayers who are granted an
cxemption at the March BOR
receive a tax bill for that year
that reflects the exemption. This
bill will have the amount of the
reduced solid waste fee on it
(unless the taxpayer is issued a
partial exemption). Taxpayers
who are granted an exemption
at either the July or December
BOR will receive a tax bill at
the full ad-valorem value. An
usted tax bill will be mailed

The settlement change should
be codified in the ordinance.
In addition, the ordinance
should require that updated
tax bills be issued within two
weeks from when the
exemption was granted. This
will clarify that their tax bills
have been officially reduced,
climinating confusion and
delinquent tax payments.
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STIPULATION AND ORDER OF SETTLEMENT AND DISMISSAL

Plaintiffs and Defendants City of Detroit and Detroit Citizens Board of Review (the “City

Defendants”) (together, “the Parties”), have, through this Stipulation, reached a mutually-
agreeable resolution, subject to the approval of the Detroit City Council, addressing the disputed
claims asserted against the City Defendants in the Second Amended Complaint, and the Court
finds that this Stipulation sets forth proper terms and conditions of settlement and dismissal.

NOW, THEREFORE, upon the Parties’ agreement, IT IS HEREBY ORDERED as
follows:

Il This Court has subject matter jurisdiction over this action and personal
jurisdiction over the Parties.

2. The City Defendants shall make the following changes to the City’s
administration of the Homeowners Property Tax Assistance Program (“HPTAP”), formerly
known as the poverty tax exemption program:

a. The City has informed Plaintiffs that in 2018 it mailed a flyer describing the
HPTAP and the availability of an exemption from payment of property taxes by

reason of poverty (the “poverty exemption” or “exemption”) to each delinquent
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homeowner in the City. Every tax year, beginning with the 2019 tax year, the

City shall mail a flyer to every homeowner with a residential homestead
(“homeowner”) with a taxable value of $95,000 or below describing the HPTAP
program within 30 days after the Board of Review accepts the assessment roll.
The flyer shall refer the homeowner to call or visit the Assessor’s office, or the
City of Detroit’s website, for more information about the exemption. The
statement to be used is attached as Exhibit A.

Within 28 days of the entry of this Order, the City Defendants shall create and
maintain a separate page on the City’s website that describes the HPTAP, the
program guidelines, and the process to apply. The same description of the
program used in Exhibit A shall be used to describe the program on the City’s
website. The page on the City’s website shall include links to download the
current year’s HPTAP application, as well as a list of free services that are
available to assist homeowners in completing the HPTAP application such as, but
not limited to, services provided by the United Community Housing Coalition
(“UCHC”).

The City Defendants shall continue to automatically mail HPTAP applications to
the previous year’s poverty exemption recipients.

Beginning with the 2018 tax year, the City Defendants shall automatically mail
HPTAP applications to homeowners who applied for a poverty exemption in the
previous year but who did not receive an exemption.

Beginning in the 2018 tax year, the City Defendants shall mail HPTAP

applications to homeowners on the delinquent tax roll for that tax year.
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f. Within 7 days of the entry of this Order, the City Defendants shall make the

HPTAP applications available to the public for pick up in the Assessor’s office
with no prerequisites or requirements. The City Defendants shall post a sign near
the HPTAP applications that encourages homeowners to speak with a
representative of the Assessor’s office if they have any questions about the
application.

The guidelines attached as Exhibit B shall at all times govern the manner in which
staff in the City of Detroit’s Assessor’s Office manage the HPTAP application
process. The City of Detroit shall provide to Plaintiffs a report of how the
Assessor’s Office is tracking and managing the HPTAP application process on an

annual basis for the first three years after the entry of this Order.

. The City Defendants shall use the guidelines attached as Exhibit B to conduct

trainings of any staff in the Assessor’s Office involved in the exemption process.
The City Defendants shall nol permit new hires (o the Assessor’s Office to

interact with customers until they have been trained on the guidelines attached as

Exhibit B.

Beginning with the 2019 HPTAP application, the City Defendants shall not
require applicants to submit any supporting documents with their poverty
exemption application other than the following:
(1) Homeowner’s Identification: The City Defendants shall accept any form
of government-issued identification as long as the identification includes

the applicant’s picture and address. The HPTAP application shall state



that any government-issued identification with the applicant’s picture
and address will be accepted.

(2) Proof of Ownership: The City Defendants shall accept any recorded
proof of ownership such as the recorded deed, a land contract, a probate
order, or a divorce judgment. The HPTAP application shall state that
any form of recorded proof of ownership will be accepted.

(3) Identification for Property’s Residents Over the Age of 18: The City
Defendants shall accept any form of government-issued identification as
long as the identification includes the resident’s picture and address.
The HPTAP application shall state that any government-issued
identification with the resident’s picture and address will be accepted.

(4) Proof of the Number of Dependents in the Household: The HPTAP
application may includc a statement informing applicants that they are
required to identify the number of residents under the age of 18 living in
the household, and to provide proof of that number. The application
shall not require any specific type of proof, but may list a non-
exhaustive list of acceptable documentation.

(5) Proof of Income: The City Defendants may require HPTAP applicants to
prove the household income. For applicants whose incomes exceed the
maximum income eligibility guidelines, the City Defendants shall permit
such applicants to list appropriate expenses and debts, along with
supporting documentation, which may be used to offset their income.

The City Defendants shall not require HPTAP applicants whose incomes
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fall below the income level qualifying them for a full poverty exemption
to provide documentation of their expenses or debts. However, the
HPTAP application may state that the Board of Review retains the right
to request additional information from the applicant to support their

statement of income.

(6) Proof of Past Year’s Income: The City Defendants may require the

applicant to provide proof of the household income for the prior year.
HPTAP applicants may provide tax returns to establish proof of income;
however, the City Defendants retain the right to request additional
documentation to prove the prior year’s household income if they have a
reasonable factual basis to conclude that certain income is not reflected
in the tax return. For applicants who are not required to file tax returns,
the City shall accept W2 forms, Social Security statements, or any other
document that provides reasonable proof of the prior year’s household

income.

(7) Proof of Assets: For HPTAP applicants who have less than $12,000 in

assets, the City Defendants shall permit such applicants to satisfy the

asset requirement with an affirmative statement attesting to this fact.

(8) Proof of Divorce, Legal Separation, or Desertion: The HPTAP

application may require the applicant to provide proof of divorce, legal
separation, or desertion if applicable. The application shall state that
acceptable forms of proof include: a divorce judgment, order of

separation, order of desertion, or a statement by the applicant attesting to
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the fact of the divorce, separation, or desertion and that the spouse no
longer resides with the applicant. The HPTAP application may state that
the Board of Review retains the right to request additional information
from the applicant to support their statement of divorce, separation or
desertion.
The HPTAP application may state that applicants who are not legally required to
file taxes are required to list tax rebates and credits received in the prior year.
Applicants who do provide tax returns shall not be required to list all tax rebates
and credits received in the prior year.
The City Defendants shall not require applicants to list a reference but may
request applicants to list an optional Alternative Contact Person.
The HPTAP application shall not include a deadline. Instead, the application
shall state that all applications will be considered if postmarked or submitted in
person prior to the last day of the Board of Review (pursuant to MCL 211 7y (3)),
and that homeowners are encouraged to apply two weeks in advance of the
March, July and December Board of Review sittings. The application may also
contain language strongly encouraging homeowners to apply as soon as possible,
and emphasizing that applications that are not considered at the December Board
of Review meeting cannot be considered for the current year.
The City Defendants may require HPTAP applications to be notarized, but if so
shall allow applicants to fulfill the requirement in one of two ways: (1) having the
application notarized; or (2) declaring, under penalty of perjury, that having the

application notarized presents a hardship because of their advanced age, their

uosuyc
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3.

limited physical mobility, or because they provide caretaker services for a
dependent, a person of advanced age, or a person with limited physical mobility.
The City Defendants will also include a statement in the Application Guidelines
informing applicants that if they are unable to have their application notarized
elsewhere, the Assessor’s Office can provide notary services. The City
Defendants may list additional places an HPTAP applicant may go to obtain

notarization services.

. Nothing in this stipulated order would prevent the City and the Board of Review

from eliminating the notary requirement for all HPTAP applicants in the future.
If the Board of Review denies a homeowner’s HPTAP application, the City
Defendants shall use the template denial letter attached as Exhibit C to
communicate the decision by mail.

The City Defendants will provide Plaintiffs’ counsol with a copy of the 2019

HPTAP application, and the Parties will work together to ensure that the 2019 application

complies with the terms of this Order before it is printed for distribution.

4.

In an effort to provide relief to low-income homeowners who were affected by the

prior HPTAP process, the City of Detroit shall exercise its right of first refusal authority under

state law in 2018, 2019, and 2020 to purchase foreclosed residential properties in the City of

Detroit, subject to the following conditions:

a. The City of Detroit’s obligation under this paragraph applies to qualifying

residential properties, defined as follows:

(1) The deed-holder occupies the home;



(2) The deed-holder could have qualified for the HPTAP exemption in
2014, 2015, 2016 and/or 2017, but did not receive the exemption in one
or more of those years;

(3) The deed-holder was assessed property taxes for the year(s) in which he
or she qualified for the HPTAP exemption, and some or all of those
taxes were not paid; and

(4) The deed-holder either:

1. Received an HPTAP exemption one or more times between 2014
and the year the City of Detroit exercises its right of first refusal:

2. Qualifies for an HPTAP exemption in the year that the City of
Detroit exercises its right of first refusal and completes and
submits the affidavit attached as Exhibit D; or

3. Establishes that (a) they could have qualified for the HPTAP
exemption in 2014, 2015, 2016 and/or 2017, and (b) they could
have qualified for the HPTAP exemption for at least one additional
year between 2014 and 2017, inclusive, by submitting the affidavit
attached as Exhibit D. For purposes of this subsection, a deed-
holder may establish that they could have qualified for the HPTAP
exemption in at least one of 2014, 2015, 2016, and/or 2017 by
submitting an HPTAP application and the required supporting
documents to establish their eligibility for the exemption in at least
one of those years, to a non-profit organization approved by the

City. The non-profit organization will then review that deed-
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holder's documentation and submit it to the City, along with a
recommendation as to whether the deed-holder would have
qualified for the HPTAP exemption in at least one of those

years. The City of Detroit will then make a final determination as

to the deed-holder's eligibility.

b. The City of Detroit shall purchase qualifying residential properties through its

right of first refusal to the full extent that third-party funding is available to a non-
profit organization jointly approved by the parties, to purchase such properties
from the City of Detroit for the amount the City expended to exercise its right of
first refusal.

The City of Detroit shall transfer title of the residential properties it purchased
through its right of first refusal in 2018, 2019, and 2020 to a non-profit
organization within those respective years provided that third-party funding is
available to that non-profit organization to purchase such properties and the non-
profit organization agrees to transfer title of such properties to the original deed-
holder for a fee of $1000.00 to be paid by the deed-holder at the time of transfer
or in installments agreed upon by the non-profit organization and the deed-holder.
If an individual deed-holder owes less than $1000.00 to the County in fees and
taxes, the deed-holder shall be charged no more than the amount owed.

In 2018, the City of Detroit shall contribute two hundred seventy five thousand
dollars ($275,000.00) to a non-profit organization to facilitate the re-purchase of
property outlined in the previous two paragraphs and shall not require the non-

profit organization to repay that amount at any point.

10



e. The Parties shall make good faith efforts to continue to raise third-party funding
to enable a non-profit organization to purchase the residential properties from the
City of Detroit in 2018, 2019, and 2020 to benefit as many low-income City of
Detroit deed-holders as possible.

f. Within 28 days of the entry of this Order, the City shall mail a flyer describing the
Michigan State Housing Development Authority’s Step Forward Michigan
program to every homeowner in the City who is delinquent on their tax payments.
Within 30 days after the close of the March 2019 and March 2020 Boards of
Review, the Office of the Assessor shall mail to all residential homeowners who
were delinquent in their prior year property taxes information regarding the
Michigan State Housing Development Authority’s Step Forward Program.

5. Within 45 days of the entry of this Order, the City Defendants shall pay $5,000 to
each of the five individual Plaintiffs named in section IX of the Second Amended Complaint,

6. This Stipulation shall become effective, binding and enforceable upon it being
approved, signed and entered by the Court, but subject to the approval of the Detroit City
Council. The City will use all possible efforts to present the settlement for approval at the
Detroit City Council’s July 3, 2018 session. This Stipulation is subject to applicable state and
federal law.

7. Subject to and as consideration for the terms, conditions and promises set forth
above, Plaintiffs stipulate to dismissal, with prejudice and without costs or fees, of the claims
asserted in their Second Amended Complaint, and as such it is the order of the Court pursuant to
MCR 2.504(A)(2) that this action shall be dismissed immediately upon the filing of notice from

the City’s counsel that the Detroit City Council has approved the settlement.

11
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8. This Court retains jurisdiction to (i) enforce the terms of this Stipulation and
Order, or (ii) modify or amend its terms either by further stipulation of the parties, or pursuant to
MCR 2.612(C). Absent such modification or amendment, the Order shall terminate five years
after its entry, except for paragraph 2, which shall terminate after eight years. In the event of an
alleged violation of this Stipulation and Order by the City Defendants, plaintiffs shall provide
written notice of the alleged violation. The parties shall engage in good faith negotiations to
resolve the alleged violation prior to commencement of any court proceeding.

This is a final order that disposes of the last pending claim and closes the case.

IT IS SO ORDERED.

7/3/2018 /s/ Robert J. Colombo, Jr.
Wayne _County Circuit Judge

Date:

We stipulate to the above terms and to the entry of the above order.

/s/ Michael J. Steinberg /s/ Charles N. Raimi (by consent)
Michael J. Steinberg (P43085) Charles N. Raimi (P29746)
American Civil Liberties Union Fund City of Detroit Law Department

of Michigan 2 Woodward Ave., Suite 500
2966 Woodward Avenue Coleman A. Young Municipal Center
Detroit, MI 48201 Detroit, MI 48226-3437
(313) 578-6814 (313) 237-5037

raimic@detroitmi.gov
Attorney for Plaintiffs
Attorney for Defendants City of
Detroit and Detroit Citizens Board of Review

Dated: July 2, 2018 Dated: July 2, 2018

12



David Whitaker, Esq.
Director

Irvin Corley, Jr.
Executive Policy Manager
Marcell R. Todd, Jr.
Senior City Planner
Janese Chapman

Deputy Director

LaKisha Barclift, Esq.

M. Rory Bolger, Ph.D., AICP
Elizabeth Cabot, Esq.

Tasha Cowen

Richard Drumb

George Etheridge

Deborah Goldstein

TO: Detroit City Council %{/ .
FROM:  David Whitaker, Director’
Legislative Policy Division
DATE: October 22, 2018
RE: Report on Gaming Tax Revenue through September 2018

For Council’s review, the attached sch

City of Detroit

CITY COUNCIL

LEGISLATIVE POLICY DIVISION
208 Coleman A. Young Municipal Center
Detroit, Michigan 48226
Phone: (313)224-4946 Fax: (313) 224-4336

September 2018 and prior fiscal years.

3

Christopher Gulock, AICP
Derrick Headd

Marcel Hurt, Esq.

Kimani Jeffrey

Anne Marie Langan

Jamie Murphy

Kim Newby

Analine Powers, Ph.D.
Jennifer Reinhardt
Sabrina Shockley

Thomas Stephens, Esq.
David Teeter

Theresa Thomas

Kathryn Lynch Underwood

edules present the gaming tax revenue activity through

In the third month of the fiscal year the casinos reported a combined £ross gaming receipts
increase of 1.39% compared to the third month of the prior fiscal year. The first quarter shows a
3.17% increase over the same period in the prior year. Broken out by casino, MGM’s gross
receipts are up by 4.20%, Motor City’s are up by 1.66% and Greektown’s are up by 3.50%,
compared with the first quarter of the prior fiscal year.

In the third month of the fiscal year, the Cit
which was 20.96 % lower than September

y collected $14.21 million in gaming tax revenue,
2017, as reflected in Chart 1. This is a result of MGM

reaching the target of $400 million in the prior month and receiving the revenue a month earlier.

Chart 2 “Monthly Detroit Gaming Tax Col
trend line shows a decrease of 0.40% since
revenues. Based on existing data, there is
year for a gaming revenue total of $184.92

Adjusted gross casino
September 2018 as sh

own in Chart 1A. This re
September 2017. Chart 2A “Monthly Detroit
average trend line shows growth of 1.81

S:\Cil)Cmmcil\chPoliC)\Fisc.'ll\DATA\CASINO\Gnming Revenuc\GamingReport 14_09 doc

lections™ through a twelve-month moving average
last September among the combined casino tax
projected to be surplus of $4.14 million for the fiscal
million, a 3.32% increase over last year.

gaming receipts were reported at $115.22 million for the month of
presented a 1.39% gain compared with
Gaming Receipts” through a twelve
% among the combined casino receipts.

-month moving



MGM and Motor City are each paying 12.9% of gross gaming receipts to the City, while
Greektown Casino is paying 11.9% of gross gaming receipts and is broken out as follows. By
state law, all casinos are now paying 10.9% of gross gaming receipts to the City as wagering tax.
The casinos also have an additional 1% payment because of the 2002 amended development
agreement with the City. Additionally, if a casino reaches $400 million in receipts in a calendar
year, like MGM and Motor City, then an additional 1% is paid to the City per the amended
development agreement of 2002.

There is not a complete one-to-one relationship between the adjusted gross receipts and the tax
revenue collection increases when comparing prior years, due to two factors. First, there is the
fact that MGM and Motor City casinos began paying the City 1% less due to the permanent
casinos opening on October 3 and November 29 of 2007. This reduction to the City is part of
state Public Act 306 of 2004, when the legislature amended Public Act 69 of 1997, which was
the original casino gaming legislation. P.A. 306 increased the wagering tax by 6% of which 2%
went to the City of Detroit. P.A. also allowed that when the permanent casino had been certified
by the state gaming board as having operated for 30 consecutive days and once the City
determined the project was complete, 5% of the 6% additional wagering tax would be
eliminated, with the remaining 1% allocated to the City where the casino is being operated.
Greektown continued to pay the 6% additional wagering tax — 4% to the state, 2% to the City —
until its permanent status was agreed to by the Administration and approved by the State Gaming
Commission, which occurred on March 9, 2010.

Second, the amended development agreement of August 2002 between the City and the casinos,
which is separate from the state law, has all casinos, beginning in January 2006, paying an
additional 1% over the state law, plus another 1% when the casino reaches $400 million in gross
receipts in a calendar year. For the thirteenth year, MGM and Motor City are projected to
exceed $400 million in the calendar year and increase gaming tax collections by $10.6 million
between Scptember and December. MGM reached $400 million in August a month earlier than
prior years and Motor City is projected to do so in October also a month sooner than prior years.

Attachments (5)
cc: Auditor General
John Hill, CFO

John Naglick, Finance Director

Tanya Stoudemire, Budget Director
Renee Short, Budget Manager

James George, Agency CFO

Stephanie Washington, Mayor’s Office

S:\CityCouncil\LegPolicy\FiscahDATAVCASINO\Gaming Rey enuc\GamingReport 18_09 doc
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Chart 2

Monthly Detroit Gaming Tax Collection History

$18/46

$18.03

$17.95

$18.58

$18.29

$23.14

>

$25.00

$20.00

S

~$15.00

uolitiy)

$10.00

12-Month Moving Average

-—e— Monthly Revenues

10/18/2018

3of5

:FISCAL\GAMINGREV18_09\Chart 2



81L0z/8LI0L Siod V2 HBYD\60 8LAIUONINYONTYOSIH

_ abeiony BUINOW YIUOIN-C | e SaNuUaAsy AYIUO —e— ;

S T S S I T R T T W O O T O T S R T T T RS
S S S S S T S P TS T E ST C FTC FTLFTCFTCFTE T FTEFTEF S
NNV S N G SRR G NN IIVI ST CE L EE P OL SIS S LLLL LR LIS ESEL
4.1 & 8 3 1 +v.4 44 b} 1 N NN U OO (N S G O N OO O [ W0 0 S N OO N (O | L0 W N VAR (N O W e S S N A | I S O S A O O I TN T T Y T T A 5 Y A U - ol L LA b L L A 2 % % % | |$
8%
1 00028
_
jo
1 00'0v$
[o-rae] 2
. 00'09%
—_
S
00088 =
(o]
=
_ @
1 L)
eI :
: i1 - 00°00L$
0LSyo'coLe sedols
Te .o 0‘0_4 T | ¥
€2'SL1S y ! ’ [ b
oy dar'?' %] bR PORETS 00°021$
! , ( 1g 44 {
| s6vz(s 06€C1$6vz14 . L8218 26214
) e 9z T
J (OGS oLvels . - L8CEIS 00°0vL$
z9'8¢1$ i
_ - 00°09L$

A101siH 3d199ay Bulwes) ouisen ssois) pajsnipy Ajyjuop

Ve Heyy



8102/81/01 GJOog soulse || - foid xe1 Buuebep \60™ 8 LATHONINYO\ONISYOVTYOSIHN
gy §| | pR9LZZ0ZL § _eppOs'L0T S srzsLevE's S |espez'losY  § (pzsezvozE)  § uaysqysniding
00°000'6/2708L & | _opoon‘oRi'LiL & | oorono‘noz'sil & | Do'so0‘ZE0'BOL S | 00'app‘ann‘ast . § oo'oo0'nno'osLL § 126png
_lrzig'oze'ver  § {3sa) xe| Buuabep) sJeaj [E0S]4
| orOLeBFEPOY L S ] sdi30a) [ENUUE (20} 158
9oLy Lez'60L'L § sydiadal suyUowW g 1se| 188
|%ereLe %B8°0LE %V POE %Sy LLE 1%0€°Z1E |%6E 667 SUIUOI 6 O} LIUO € JO onley
- g GRLE6'9LB'BI0'L S | av¥8y'clo'es0’L § SG'Z60'E06'9Y0’L S | ZOGEV'LEELEO'L & 1 167/68'€/9266  § sjdiedsy SUILOW 61587
/L'e OPSVE'IS0GSE  § opo0-  LLPEOUSLIVYE  § %8OS  COWODEES'O¥E  § [%zglg OSPEE'E8L62E € [%pel- | WOWELOMLZE S %pee-  |0L€9LTOSIEE S sidi20ay S UJUOWN € 18H4
6S219°6i8°9F & 486660  P8'9LZZ86'BLL  $ %89'L  OPPOSTALZALL  § %B0L SPUSL'IGE'PLL  § %A08C  9SPOT'LOSTLL & %6BE-  9LVELGELUOL S QLA 8nusnay [e1oL
8y LIEE29'F S %c0'L Oy’ 0EZ'80L D) $ %8zt GG'/28'66G 0L $ %0V €2 L0V'SEy DL S %lv')- SL1LEL90'0L $ %801 £8'9/6'LLZ0L $ (junBy
AeQ) Jeah Jepuaied Buunp WOoKFS
SayOBal OUISED JaYe %1 |PPY
_0LO0E'ZSZEY & _gcop0'piE'BOL S [ 1670/9'219'89L $ %580 | 2299/'sz8E9l  § | | 1gzee'eey'zal 8 | €651'F8S° 6L § | QLAd xe| Buusbepy
%0611 %08°1L1 %06°LL %06 L1 %06°LL %06 L suado Jusueuad Jaye
i | 1 : | shen ac - a0 isnd - ye o RilaBeaa
1%00°L %00k %001 1%00°L 1%00°} %00°1L (uwuBy Aea) W cn_vm
11 | - | | = 3 : == W LT a T T
9608721 | %0672 %L087CL %086C) %oezy . __1%06¢L ‘ABQ]) 900g/ | 1s0d - xe | Buus E.S
1 S1E1S) ¥00¢/6150d - xe | Buiabep
- | | " L. | .. —— ) 2)21g) $002/6 21d - xe | Buisbep
8T Mmm _wmo £80°L § %801 e _.mw 9gs" oov I $ %290 | £§° mmh _..am mwm b 8§ %IZE | mm‘.wnv”wcv“whn”v § %bZl- 6% mmm ‘8l Nnn L 8 %Sl | ww.m_.w”.nnm“avn“r S “1A |9 U3 sjdiaoay
e | 3 SPE'L90'SSE %660 . 29°919°290' PLp'L § %0L1L | 0S'SYS'BRL'O0P'L § %580 S0°ZZ0°289°9./¢€'L § %:80°€ | £2°0Z9' kPO’ ‘Gog'L w %EE'E- LT LZYOETPEE'L S Ad Ul S1d4i303M 101
007001~ § opeg | LOGPLOLEBLL S ohpp | OL/SS'EIOSHE  § %oz l-  GLOVECIOBOL S vcpp  08'L6L'OE6 60L %86 % |06°0¢9 L0080k S aunr
ooonk- | - S %ERE ‘ZLoizesevel S Bl ) 08 mmm GyEBLL 8§ %p0L- SP9SLPES8LL S | 9%E9p ¥E nmo GI8'6EE m Wl |- | B6GEP B80S ¥LL $ |
0000k | - $ %062 L LEEECOPZL S (%L1 L- § (9061  SEL0B9SEEEL S %h/E/ ESEPPELZTLL S |
0000L- | - $ ouGog | 0EEBY'BLEBEL  $ 9%l0g S %80 BESLIBYEFZE S %EB0-  cv 906 €06 mm— S %62 L~ 1gLpR9’ 9E6’ ‘vel S
poooL- | - $ %0} [0L9109800LL  § o%zs0  vBEZEIFCLLL S |wely  PEEEE00FSOLL S %gpE $ %290 S
00001 - 8 | vLEOSVBR LLE S %pQZ | B2 LBL P00 S %GsL- S 9%BS'5L 9L 8 mo S %pS6- '£5/08°8¥0'86 S
00004 - g | 9e'elegsl 9L § %zee-  0LL/8I06'9LL € es0z9  GLLLEESYSZE S 'gzol OF LFEPEL 8L S ov6- 09EEL'PELL0) S
00004 - b 90SLFVBOELL  § 94092 LEZE0' 205 LEL %841  PBEOOBIO80L S 9%ES - SGBELBLL S 9060 it JagquanoN
0000k | - B 3 65289 /99ZLL S %098l | 0S'S66/EL0LI WY = 9E0SZBEBZLE S %£Q9 (LL'BELGIEELL S 9L b s 18Q0100
BEL ...mo Fa AT | Nm 8/E0S9ELl S %BZY B6E9G/OLZLL  § wied | EEZ00'985°201 S wb0E- LZera il S %BLO 3 iBquisidag
808 28 cww \8v0zk 5 S %98/ & § ooy | BLZBEPSKFLOL S o1z 0- | 1l'g0629 3 oGk e- 'zZ0Zsves8ZLL & snbny
W20 S %0 % %lze CIEPPSEOPBLL S eB0E |BEEVSELLYLL S 9B@D- | E€98Z9GEE Ll S w%ez0 PLLLLPZETLL g | Alnr
| i 81-LL Ad eon ieLAd L 94-51 Ad con Sl-vl Ad vI-ELAd
eak Joud sydisooy | Joud seno sidi=aoay 1oud 1980 sidiaoay GLIeRG | sidisoay ! Joud om0 sidisoay . ._mo>.._o._._a sidisnay ,
N0 m:co $5015) pajsnipy {ejo. .r Buun $s019) pajsnipy €10l Buun $s019) pajsnipy [Bl0] | . Buun $S019) paisnipy |ejo h Buun ssoug) paysnipy |ejof 1ano ‘Buyy | ssoin pajsnipy [ejol

souise?) ||V - suonosfoid xe] pue A10)siH xe] Buuabepp

I ?|qel




David Whitaker, Esq.
Director

Irvin Corley, Jr.
Executive Policy Manager
Marcell R. Todd, Jr.
Senior City Planner
Janese Chapman

Deputy Director

City of DPetroit

CITY COUNCIL

LEGISLATIVE POLICY DIVISION
208 Coleman A. Young Municipal Center
Detroit, Michigan 48226

Phone: (313) 224-4946 Fax: (313) 224-4336

LaKisha Barclift, Esq.

M. Rory Bolger, Ph.D., AICP

Elizabeth Cabot, Esq.

Tasha Cowen

Richard Drumb

George Etheridge

Deborah Goldstein

TOx Honorable Detroit City Council f-,'
‘}‘\__ y
- : : A N
FROM: David Whitaker, Du‘cclol;’f,f &/

Legislative Policy Division Staff

DATE: October 22, 2018

4

Christopher Gulock, AICP
Derrick Headd

Marcel Hurt, Esq.

Kimani Jeffrey

Anne Marie Langan
Jamie Murphy

Kim Newby

Analine Powers, Ph.D.
Jennifer Reinhardt
Sabrina Shockley

Thomas Stephens, Esq.
David Teeter

Theresa Thomas

Kathryn Lynch Underwood

» v AT S T L
i Tl T©F D30 THE Ada il AL

RE: Resolution (1) Authorizing the Issuance of Not to Exceed $255,000,000 in
Unlimited Tax General Obligation Bonds, Series 2018 for the Purpose of Paying the
Costs of Certain Public Improvements; and (2) Authorizing the Issuance of Not to
Exceed $500,000,000 in Limited Tax General Obligation Refunding Bonds for the
Purpose of Refunding All or a Portion of the City of Detroit’s Outstanding Financial
Recovery Bonds, Series 2014B, Financial Recovery Income Tax Revenue and
Refunding Bonds, Series 2014A, and Financial Recovery Income Tax Revenue and

Refunding Bonds, Series 2014B

Introduction

The Office of the Chief Financial Officer (OCFO) proposes issuing up to $255 million in
Unlimited Tax General Obligation (UTGO) bonds' to finance capital projects and make
investments that help improve the quality of life for Detroiters and spur the City’s economic
growth. The UTGO bonds would be issued under voter-authorized UTGO capacity from 2004
and 2009.

In addition, the OCFO proposes issuing up to $500 million in Limited Tax General Obligation
(LTGO) bonds® for the purpose of refunding or refinancing all or a portion of the City’s

! Unlimited tax general obligation (UTGO) bonds are voter-authorized bonds paid off from property taxes based on
the City of Detroit’s property tax debt millage.

? Limited tax general obligation (LTGO) bonds are non-voter bonds and paid for out of the general fund and are not
paid for out of property taxes based on the property tax debt millage. LTGO bonds are generally supported by the full
faith and credit of the City. However, to make the City’s LTGO bonds more attractive to bond investors, the City has
pledged revenue streams such as distributable state aid (DSA) (i.e., state revenue sharing) and income taxes as added
security to certain LTGO bonds.

o



outstanding LTGO bonds. The City’s outstanding LTGO bonds include: $245 million of income
tax bonds, $360 million of 1% and 3" lien DSA bonds and $632 million of B Notes.

Attachment I represents the bond resolution currently before City Council regarding the
aforementioned bonds. Exhibit A on page A-1 of Attachment I represents the list of capital
projects the UTGO bond sale would finance.

Attachment II represents the OCFO’s presentation to City Council on the UTGO financing and
LTGO debt restructuring. Attachment III represents the OCFO’s presentation to Council on the
voter authorization categories approved by voters in 2004 and 2009, bond authorization available,
suggested usage and recommended capital projects over five fiscal years: 2018-19, 2019-20,
2020-21, 2021-22 and 2022-23.

The Legislative Policy Division (LPD) submitted a number of questions regarding the
aforementioned bond sales. Attachment [V represents our list of questions with responses. We are
extremely appreciative receiving these responses to our questions from the OCFO. Where
appropriate, LPD will reiterate or speak to responses throughout this report.

Need for UTGO Bond Sale for Capital Projects

Old General Oblication Bond Dollars

LPD recalled City Council approving the re-programming of approximately $50 million in old
general obligation bond dollars (these were UTGO bond dollars) for capital projects about two
years ago. According to the Administration, all of the approximate $50 million in old general
obligation bond dollars has been spent or programmed to be spent on capital projects, and that
these capital projects do not overlap with the capital projects being proposed for the new UTGO
bond sale. Attachment V represents $33.5 million in capital projects that have been funded from
the approximate $50 million in old general obligation bond dollars. Council may want to request
from the Administration a list of the approximate $16.5 million in capital projects that have been
programmed by the Administration that are not on the list represented by Attachment V.

Exit Financing/Oualitv of Life Dollars

Similarly, LPD recalled the City has spent almost $233 million in exit financing/quality of life
(QOL) dollars on various capital projects (LPD understands that $27.5 million has been set aside
in a debt service reserve account’ and that only approximately $4 million is remaining to be
programmed to be spent). According to the Administration, the capital projects funded by QOL
dollars do not overlap with the capital projects being proposed for the new UTGO bond sale.
Attachment VI represents the list of capital projects that have been funded from QOL dollars.

3 It is typical for a City issuing bond debt to establish a debt service reserve account or fund from the bond
transaction. Funds amounting to six months or one-year’s debt service (principal and interest) on the bonds are placed
in a debt service reserve fund to be applied to pay debt service if pledged revenues are insufficient to satisfy the debt
service requirements. The monies in a debt service reserve account could be used for additional capital projects when
the bonds are paid off.
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Purpose of Proposed UTGO Bond Sale and the Cityv's case to re-enter the bond market as a
stand- alone credit

The OCFO proposes issuing UTGO bonds to pay for capital projects otherwise funded from the
general fund in order to improve the City’s fund balance and free up money for other City needs
while improving the quality of life for the City of Detroit’s citizens. The OCFO further explains
that not borrowing for capital is viewed as a sign of weakness by the rating agencies and given the
amount of capital needs that most Cities have, depending solely on budget surpluses or fund
balance is not a viable long-term strategy and potentially compromises the budget process. In
addition, rating agencies are concerned that in a future recession, City revenues could drop and
deferring capital spending has long-term negative consequences.

The OCFO feels the City of Detroit can make a strong case as to why it should re-enter the bond
market to issue UTGO bonds unenhanced as a stand-alone credit for the following reasons:

e The City of Detroit has made significant strides in improving its financial condition by
incurring budget surpluses, exiting heavy state oversight, and funding a plan to tackle a
looming hike in pension contributions.

e Given the current volatility in the stock market, there is demand among bond investors in the
municipal bond market place for high yield investments (“high yield” meaning below
investment grade credit requiring higher interest rates). Also due to the volatility in the stock
market, investors may seek to cash out and invest in bonds. The OCFO’s financial advisor
has advised that although the credit markets have seen a rise in interest rates amid the general
market volatility, the market still remains attractive for the City to access. 2018 has seen
strong demand amid lower supply — especially in the higher yielding markets (which the
City’s UTGO would be accessing). The City’s credit fundamentals have improved markedly
since the exit from bankruptcy, providing a strong base from which to re-launch into the
public markets.

e The OCFO feels it has robust marketing program to reintroduce the City to the bond markets.
The credit-consortium that will be marketing the City’s bonds includes Goldman Sachs, City
bank and Siebert.

As articulated in a June 2018 Bond Buyer article*, the OCFO feels the City of Detroit’s ability to
achieve bond market access without the support of state aid or some other mechanism is the next
big step for the junk-rated city to signal it has come full circle from its historic 2013 Chapter 9
bankruptcy filing. The OCFO noted when the City exited bankruptcy in late 2014, it had the cash
needed for capital projects from its exit financing, grant dollars, and other secured sources to
show the rating agencies it could fund capital needs, but the day has come in the not-to-distant
future where the City bond for capital like any other normal government. The OCFO further
noted that market access on its own is eventually needed to relieve pressure on the general fund
which will be relied on to cover higher pension contributions which begin in 2024 and a $25
million spike in debt service in 2025.

* Bond Buyer article entitled “How a bond market return would seal Detroit’s comeback”, by Nora Colomer, date
June 26, 2018.



Although now the City is almost at the half way point in the 10 year Plan of Adjustment coming
out of bankruptcy, given the reasons articulated above, coupled with OCFO’s recent
establishment of strong financial and budgetary policies and procedures and a new forecasting
and economic modeling unit within the OCFO that will help the City in its revenue consensus
process and long range financial planning process, LPD agrees with the OCFO’s assessment that
now is a good time for the City of Detroit to access the municipal bond market as a standalone
credit for the issuance of new UTGO bonds. With the Federal Reserve increasing interest rates
and the outlook for higher bond interest rates, the City must issue the new bonds soon (time is of
the essence) to obtain favorable rates.

Proposed Capital Projects to be funded by Proposed UTGO Bond Sale

Attachment VII represents the Administration’s recommended capital projects to be funded by the
proposed UTGO bonds over five fiscal years: 2018-19, 2019-20, 2020-21, 2021-22 and 2022-23.
This list of recommended projects is the same list that is a part of Exhibit A of the proposed bond
resolution (Attachment I). OCFO indicated that these capital projects fall within already approved
2004 and 2009 voter bond authorizations.

The up to $255 million in UTGO bonds would fund a total of $235.4 mllllon in recommended
capital projects over the five year period as indicated in Attachment VIL’ Of the $235.4 million, a
first series of $109.4 million in bonds would be issued in 2018 and a second series of $§126.0
million would be issued at a later date. The OCFO indicates that municipalities frequently
authorize multiple series of bonds under a single bond resolution, particularly when there is a
known set of projects to be financed over a period of years. In this case, the bonds authorized
under this resolution are essentially a single financing, layered over a period of years and is a
component of the City’s overall capital plan.® This approach is also done to ensure that the City
has adequate funding to finish projects it starts and so the City can, at closing of any series of
bonds, certify that it intends to spend 85% of the proceeds within three years of issuance (a
Federal tax requirement).

The Administration indicates it explored altermative funding sources for some of the
recommended capital projects. For example, the insurance proceeds are insufficient to cover the
full costs of rebuilding the Detroit Department of Transportation (DDOT) Coolidge Terminal
facility which suffered from a large fire in 2017 and the proceeds from the new bond sale would
cover the funding gap for the Coolidge facility.

In determining the recommended capital projects, the Administration used the following process:

All of the projects first had to align with the voter approved purposes. The Administration
used a thorough process to recommend projects for the UTGO bond resolution. This
included collaboration among the OCFO, Operations, General Services Department (GSD),
Detroit Building Authority (DBA), Department of Innovation and Technology (DOIT),

5 The OCFO indicates that the approximate difference of $20 million between the $255 million not to exceed UTGO
bond sale amount and the $235 million in capital projects is not intended to be just bond issuance costs (legal,
underwriters, bond insurance-if purchased, auditing). It is also intended to provide a cushion which may also be
applied to capitalized interest or original issue discount, if appropriate, when selling the bonds.

6 The OCFO indicates that the recommended projects to be funded by the up to $255 million bond sale will be a part
of the Capital Agenda that will be presented by the Administration to Council on or before November 1, 2018.
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Public Safety, Jobs and Economic Team (JET), Planning and Development Department
(PDD) and other operating departments. The Administration looked at a number of factors to
determine the need for funding through the UTGO bond authorization:

e Facilities ranked for highest need improvement/repair by both the operating
departments, GSD and DBA.

¢ Crime reduction initiatives that require capital investment, such as expansion of the
successful green light program.

e Opportunities to leverage significant outside investment and provide a
transformative impact on neighborhoods such as park projects.

* Economic development and jobs for Detroiters.

e Return on investment opportunities such as the lease consolidations or reduction of
energy use.

e Improvements to cultural facilities serving Detroiters, such as the Charles H. Wright
Museum of African American History and the Aretha Franklin Park.

The facilities steering committee reviewed and approved the final list of facilities projects.
The Vehicle Steering Committee has developed the FY 2019 vehicle replacement list and
will continue to review prioritization.

The OCFO also considered known Council capital improvement priorities when establishing
the capital projects list.

Some Councilmembers have expressed their desire to have the opportunity to modify the list of
recommended projects that is a part of the bond resolution so that the list of capital projects
would be more reflective of Council’s priorities before Council’s vote on the bond resolution.
John Hill, CFO, provided LPD the following regarding this issue:

There are two tests to make sure that projects are in accord with borrowing. They have to fit
both the purposes of the voter authorization and the requirements of capital in the IRS
regulations. To price the bonds we have to match the length of bonds to the useful life of the
projects and this is a real balancing act that has already been done for these projects. If we
issue bonds under this authority and then change out projects it can be done but a lot of work
will have to go into making sure the new or substitute projects meet the three requirements.
We simply do not have the time to do that and make a Dec 31 date which is important for all
the reasons we provided earlier.

The approval of the resolution would not lock in projects for the next 2 years. However some
of these projects are multi year and we would not want to start them if we did not know we
had the authority to finish them. The rating agencies and investors will be looking for those
assurances as well.

The council has a couple of opportunities to affect the projects that are worked on. Clearly
they will have the Capital Agenda in front of them on Nov 1 and are able to express their



support or priority for various projects during that process’. They also have control over all
the Contracts that come out of the bond sale as they will have to be approved by the body. We
heard the Council prior to this process and accordingly included a number of projects the
Council expressed concern with our finding funding to support. We did that because of the
lead time necessary to validate the projects as [ have explained above. I believe the process
that was used incorporated a number of different priorities and was respectful to concerns of
the Council.

There is money left over in bond authorization® for Council priorities.

Need for a Budget Amendment

LPD recalls when the Administration in the past sold general obligation bonds on a regular basis,
after the bonds were sold, the capital projects for a given fiscal year were either already a part of
the budget for that given fiscal year, or the Administration had to present a budget amendment to
Council to budget the capital projects and the proceeds of the bond sale as the source of the
capital projects.

The FY 2019 budget does not contain any capital projects being funded by a general obligation
bond sale. The $52.2 million that is in the FY 2019 budget for capital projects is being funded by
general fund surplus dollars. In addition, the proposed bond resolution does not contain any
language that appropriates capital dollars being funded by the proceeds of the proposed UTGO
bond sale.

If Council approves the bond resolution and the proposed UTGO bonds are sold by
December of this year, then LPD feels it is necessary for the Administration to provide a
budget amendment to Council subsequent to the sale of the bonds to appropriate the list of
capital projects amounting to $48.2 million for FY 2019 that are on the capital project list
(Attachment VII) with proceeds from the proposed UTGO bond sale as the source of those
capital projects.

When the budget amendment is before you, then City Council could modify the list of capital
projects that are designated for FY 2019, keeping in mind as Mr. Hill indicated previously, that
any capital project that is added to substitute a current one on the list first, fits the purpose of the
voter authorization, secondly, meets the requirements of capital in the IRS regulations, and
thirdly, ensures that the life of the capital project matches the useful life of the bonds.

In addition, when the Mayor presents his proposed FY 2020 budget to Council in March of 2019,
that budget would need to contain his proposed capital projects that would also be funded by the
proceeds of the UTGO bond sale for Council’s consideration and deliberation. Again, any project
Council substitutes for one proposed by the Mayor would need to meet the three requirements
previously mentioned.

7 It is important to remind the Council that the Capital Agenda is a planning document and not a capital budget.

# Attachment III indicates there would be approximately $28.9 million remaining in bond authorization for public
safety and recreation/libraries museumszoo type capital projects, if Council approves the proposed bond resolution
currently before you.



Reproorammine of Capital Projects funded by Surplus Dollars in Current Year's Budget

Section 1002 of the proposed bond resolution that is before Council does contain specific
language authorizing the Administration to amend the FY 2019 budget by decreasing
appropriation 20507 CoD Capital Projects 2019 by $13,099,618 and increasing appropriation
20253 Blight Remediation by $13,099,618 due to the fact that a portion of the recommended
capital projects (Attachment VII) were previously funded with appropriation 20507 CoD Capital
Projects 2019 using general fund surplus dollars. Attachment VIII represents the capital projects
that are being funded by surplus dollars in the current year’s FY 2019 budget via appropriation
20507.

Attachment IX represents the list of approximately $13 million in capital projects the
Administration looks to fund from the proceeds of the proposed UTGO bonds instead from
surplus dollars, if Council approves the proposed bond resolution.

LPD feels it would be premature for the Administration to process the budget amendment
per Section 1002 of the proposed bond resolution without first providing City Council with
a budget amendment to appropriate the $48.2 million in capital projects for FY 2019 being
funded by proceeds of the proposed UTGO bond as discussed previously, if Council
approves the bond resolution and the bonds are successfully sold by December. If Council
were to modify the list of projects in the budget amendment for FY 2019, then the budget
amendment per Section 1002 of the proposed bond resolution may not work.

When LPD inquired about the need for more dollars for blight remediation and whether or not
this money would be used for blight remediation in addition to Detroit Land Bank Authority
(DI.BA) blight remediation projects, the OCFO indicated that the Demo team has successfully
increased the rate at which they are demolishing residential and commercial buildings. At their
current rate, the Administration projects that the City will commit the remaining Hardest Hit Fund
dollars in 2019. While that will be a significant accomplishment, the City will still have residential
and commercial structures in need of demolition. The City will need to continue to invest its own
resources in demolition at an increasing rate to continue to meet the residents’ needs. In addition,
this money would be used for both residential and commercial blight remediation. The commercial
blight remediation would target commercial corridors in the neighborhoods.

Features of the Proposed UTGO Bond Sale

Repayment Sowrce for Proposed UTGO Bonds

The debt service (principal and interest) payments associated with the proposed UTGO bonds
would be paid from property taxes based on the property tax debt millage and therefore will not
impact the City’s general fund. The OCFO informed LPD that the issuance of the first and second
series of these bonds would raise the debt millage from the 7 mills to around 9.5 mills. The City’s
debt millage rate was 9.5 mills in 2016; 8.24 mills in 2017; and 7 mills for 2018. The OCFO
would like to maintain UTGO borrowing and the debt millage at around 9.5 mills.

LPD inquired what impact would the increase in the debt mills from 7 to 9.5 mills would have on

the average homeowner in the City of Detroit. The OCFO indicated that the City’s debt millage
was 9.5 mills in 2016 and as a result ot the City’s debt restructuring approved by City Council,
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the City was able to lower the debt millage. One mill equates to §1 of tax for each $1,000 in
taxable value of the property owned by the homeowner. So, a home with $40,000 in assessed
value would result in a taxable value of $20,000. A debt millage of 9.5 mills would increase the
homeowners’ annual tax bill by approximately $50.00.

Interest Rate associated with Proposed UTGO Bonds

Knowing that the 10 year Plan of Adjustment period hasn’t ended yet, and the fact that the Plan
of Adjustment excludes new money bonds for capital improvements, LPD wondered if the City
would pay an exorbitant interest rate on any new money UTGO bonds at this time. The
document presented to LPD shows the City would presently pay 5.50 to 6.00% on the proposed
UTGO bonds, and LPD wondered is that considered an excessive interest rate range at this time
in the market.

The OCFO indicated this rate range would not be considered excessive given the nature of the
proposed UTGO offering (non- investment grade ratings and first unenhanced offering post-
bankruptcy). The interest rate that the City will pay on these bonds will be determined on the
day of pricing and will depend on the overall investor demand for the bonds. The current [30-
year] MMD (municipal market data) AAA long term interest rate was 3.41% last week. Given
that the City is not rated AAA, the City will have to pay a significant spread above this rate. In
addition, LPD should also note that the Plan of Adjustment assumed much lower pension
contributions starting in FY 2024. As a result, the City has had to fund pensions via the
Retirement Protection Fund now in order to prepare for pension contributions beginning in FY
2024 that were higher than the Plan of Adjustment assumed. The City would have had more
available funding for capital projects if the pension contributions were not higher than what the
Plan of Adjustment assumed.

The OCFO indicated that the interest rate would be fixed and issued on a tax-exempt basis.
Selling taxable bonds would be costly to the City and, currently, it is more economical for the
City to use fund balance for capital projects that would be considered taxable.

Maturitv of Proposed UTGO Bonds

According to the proposed bond resolution, the proposed bonds would mature based on the
weighted average of the useful life of the capital projects, but not to exceed 30 years.

Enhancement of Proposed UTGQO Bonds

The OCFO indicated no credit enhancement, such as letters of credit, bond insurance, and other
public or private credit enhancements would be used to improve the marketability of the proposed
UTGO bonds. The OCFO also feels no additional security, such as distributed state aid (state
revenue sharing) or income taxes, is needed to ensure debt service payment.



Citv's Debt Policy and Debt Metrics

The City issues bonds in accordance with its Debt Policy. Attachment X represents a copy of the
Debt Policy.

The City’s Debt Policy speaks to debt affordability. LPD inquired what is the City’s current: 1)
overall debt as a % of assessed valuation (total debt should be about 1.5% of full market value);
2) debt service as a % of the general fund (required annual debt service expenditures should be at
about 10-15% of the City’s general fund); 3) overall debt per capita (real debt per capita should
not rise significantly); 4) ten-year payout ratio (a faster payout is considered a positive credit
attribute); and 5) per capital to per capita income (total debt outstanding and annual amounts
proposed should not cause the ratio of per capita to per capita income to rise significantly above
approximately 5%)? How would the proposed UTGO bond sale impact these ratios?

Attachment XI represents the updated metrics as a result of the first UTGO new money bond
issuance provided by the OCFO. The benchmarks in the CFO Directive is what the City should be
targeting over the long-term and is benchmarked to a credit rating higher than the credit rating the
City has today.

It appears the issuance of the first series in proposed UTGO bonds will not have a significant
impact on key debt metrics. The ratio of outstanding direct debt over operating revenues is

alarming however, and this metrics needs to be periodically monitored.

Risks associated with the Proposed UTGO bonds

I.PD inquired as to the risk associated with the proposed UTGO bonds. The OCFO’s responses
are provided.

1. The bonds may price higher than anticipated due to rising interest rates.

OCFQ’s response: We have a generous spread already factored into our analyses to take this into
account. To be clear, we have been modeling the new UTGO debt service under a stress case
scenario @ (+75 bps higher)

2. There may not be the level of bond investors available to purchase these bonds.

OCFO’s response: The market has a very large demand. While there are no guarantees, the
team of Goldman Sachs, Citibank and Siebert project that there will be considerable interest in
this deal and expect to be oversubscribed.

3. As a result of the two previous points, the bond sale for the first series may be smaller than
anticipated.

OCFQ’s response: Doubtful, as the underwriting team projects they will be oversubscribed which
should push the rate down. The market for storied and improving credits (such as Detroit) has
tremendous appetite. And in the event something were to occur that leads to a smaller transaction,
the difference could be made up in the next Series.

4. Not being able to access the market could be a trigger to bring the FRC back. However, the fact
that the City sold exit financing and refunding bonds two years ago, albeit with an income tax



pledge on the exit financing and a DSA pledge on the refunding bonds, demonstrated the City's
ability to access the market, correct?

OCFOQ’s responses: The State Treasurer and City CFO both certified access to the market upon
exit from FRC active oversight. We have already satisfied this FRC condition multiple times. We
sold the exit financing in the summer of 2015, did a $600M refunding in the summer of 2016 and
did a private placement of ACT 51 bonds in the summer of 2017.

LTGO Refunding Bonds

The OCFO has indicated that the rating agencies have been concerned about the City of Detroit’s
debt cliff with debt service requirements going up significantly from FY 2024 to FY 2025. The
OCFO feels the reason this is significant now because the City will have to incorporate FY 2025
in upcoming budgets in a couple of years. The OCFO feels that restructuring the debt that comes
due over the next 10 to 15 years will create a more manageable debt service profile as other City
liabilities are concurrently increasing.

The OCFO indicated there may be an opportunity to repurchase and refinance a portion of
outstanding City LTGO bonds. The OCFO hopes the sale of 2018 LTGO refunding bonds will
generate economic savings, address the debt cliff in FY 2025, put the City in a better position to
absorb higher pension costs, demonstrate continued management focus on long-term challenges,
and set the stage for additional rating agency upgrades.

The City’s LTGO debt service spikes in FY 2025 since for the first ten years coming out of
bankruptcy the City was required to pay interest only with payment of principal and interest
starting in FY 2025. LTGO debt is paid out of the general fund, so this impacts the general fund.

The proposed bond resolution and the City’s Debt Policy requires the City to achieve net present
value savings to sell the LTGO refunding bonds.

Security for the pavment of the proposed LTGO refunding bonds

The proposed bond resolution anticipates these bonds will be secured by a lien on DSA (state
revenue sharing) revenues. The LTGO refunding bonds would be issued through the Michigan
Finance Authority (MFA). The OCFO indicates that State law provides that bonds secured by
DSA issued through the MFA have the benefit of statutory protection and credit enhancements
that are important for investors and marketing of bonds.

Maturity of proposed LTGO refunding bonds

The OCFO does not intend to “kick the can further down the road” by extending the maturity date
of the outstanding LTGO bonds beyond FY 2044, through the up to $500 million LTGO
refunding bond sale.
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Recommendation

The OCFO believes that the resolution serves the purpose of amending the budget for the bond
appropriation and the capital projects to be funded.” As a result, there will be no budget
amendment in FY 2019 for the new bonds and the capital projects to be funded. City Council
needs assurance from the Law Department or Bond Counsel that the list of recommended capital
projects that is represented by Exhibit A of the proposed bond resolution does not require an
amendment to the City’s FY 2019 budget, and that a budget amendment should not be forth
coming from the Administration to Council to appropriate the FY 2019 portion of the capital
projects, if Council approves this bond resolution and after the bonds are successtully sold. LPD
strongly advocates that the Administration amend the FY 2019 budget for the new bond proceeds
and capital projects to be funded.

If Council is satisfied with this assurance, then LPD recommends that your Honorable Body
approve the proposed bond sale authorizing resolution.

Please let us know if we can provide any more information.
Attachments

Vet John Hill, Chief Financial Officer
John Naglick, Chief Deputy CFO/Finance Director
John Hageman, Chief of Staff-OCFO
Tanya Stoudemire, OCFO-Deputy CFO, Budget Director
Stephanie Washington, Mayor’s Office

9

Per the OCFQ'’s response to our question: If Council approves the new money UTGO bond sale, will the
OCFO present to Council a budget amendment to appropriate the bonds in the City’s FY 2019 budget and
show the impact on the four-year financial plan? The Resolution itself serves this purpose.
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Bond Resolution Authorizing up to $255 Million UTGO Bond Sale and up to $500
Million LTGO Refunding Bond Sale



COLEMAN A. YOUNG MUNICIPAL CENTER
2 WOODWARD AVE., SUITE 1100
DETROIT, MICHIGAN 48226

PHONE: 313-224-3203

Crty OF DETROIT Fax:313-224-2135

OFFICE OF THE CHIEF FINANCIAL OFFICER www . DETROITML.GOV
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October 12, 2018

The Honorable Detroit City Council
Coleman A. Young Municipal Center
2 Woodward Avenue

Detroit, MI 48226

Re: Bond Authorizing Resolution — UTGO Bonds, Series 2018 and Refunding Bonds
Dear Honorable Detroit City Council Members:

The CFO’s Office respectfully submits the proposed Bond Authorizing Resolution — UTGO
Bonds, Series 2018 and Refunding Bonds. The City’s credit profile has been improving and
there are strong market conditions that support a return to the capital markets at this time. A
UTGO financing will provide the City with the necessary capital to make needed investments
that will improve the quality of life for Detroiters and help spur economic growth. In addition,
there may be an opportunity for the City to repurchase and refinance a portion of outstanding
LTGO bonds that will create savings and help the City proactively address rising debt service
costs.

Should you have any questions, please do not hesitate to contact me or my office.

Best regards,

| = e
i "‘“’S{f“’g’j

John W. Hill
Chief Financial Officer

Att:  Bond Authorizing Resolution — UTGO Bonds, Series 2018 and Refunding Bonds

Cc:  Mayor Michael E. Duggan
David P. Massaron, Chief Operating Officer and Senior Counsel to the Mayor
Katie Hammer, Deputy Chief Operating Officer
John Naglick, Chief Deputy CFO/Finance Director
John H. Hageman, Chief of Staff to the Chief Financial Officer
Tanya Stoudemire, Deputy CFO/Budget Director
Christa McLellan, Deputy CFO/Treasurer
Stephanie Washington, City Council Liaison



RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DETROIT,
COUNTY OF WAYNE, STATE OF MICHIGAN: (1) AUTHORIZING THE
ISSUANCE OF NOT TO EXCEED $255,000,000 UNLIMITED TAX
GENERAL OBLIGATION BONDS, IN ONE OR MORE SERIES FOR THE
PURPOSE OF PAYING THE COSTS OF CERTAIN PUBLIC
IMPROVEMENTS; (2) AUTHORIZING THE ISSUANCE OF NOT TO
EXCEED $500,000,000 FINANCIAL RECOVERY REFUNDING BONDS IN
ONE OR MORE SERIES FOR THE PURPOSE OF PAYING THE COSTS OF
REFUNDING ALL OR A PORTION OF THE CITY'S OUTSTANDING
FINANCIAL RECOVERY BONDS, SERIES 2014B, FINANCIAL RECOVERY
INCOME TAX REVENUE AND REFUNDING BONDS, SERIES 2014A, AND
FINANCIAL RECOVERY INCOME TAX REVENUE AND REFUNDING
BONDS, SERIES 2014B (FEDERALLY TAXABLE); (3) AUTHORIZING THE
REPURCHASE BY TENDER OR NEGOTIATED PURCHASE OF SUCH
PRIOR FINANCIAL RECOVERY BONDS; (4) AUTHORIZING AND
DELEGATING TO THE AUTHORIZED OFFICERS THE AUTHORITY TO
MAKE CERTAIN DETERMINATIONS AND TO TAKE CERTAIN ACTIONS
IN CONNECTION WITH THE REPURCHASE OF SUCH PRIOR FINANCIAL
RECOVERY BONDS; (5) AUTHORIZING EXECUTION OF DOCUMENTS
AND AGREEMENTS NECESSARY TO EFFECTUATE THE ISSUANCE OF
AND SECURITY FOR SAID BONDS; AND (6) AUTHORIZING AND
DELEGATING TO THE AUTHORIZED OFFICERS THE AUTHORITY TO
MAKE CERTAIN DETERMINATIONS AND 10 TAKE CERTAIN ACTIONS
IN CONNECTION WITH THE SALE AND DELIVERY OF SAID BONDS.
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RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DETROIT,
COUNTY OF WAYNE, STATE OF MICHIGAN: (1) AUTHORIZING THE
ISSUANCE OF NOT TO EXCEED $255,000,000 UNLIMITED TAX
GENERAL OBLIGATION BONDS, IN ONE OR MORE SERIES FOR THE
PURPOSE OF PAYING THE COSTS OF CERTAIN PUBLIC
IMPROVEMENTS; (2) AUTHORIZING THE ISSUANCE OF NOT TO
EXCEED $500,000,000 FINANCIAL RECOVERY REFUNDING BONDS IN
ONE OR MORE SERIES FOR THE PURPOSE OF PAYING THE COSTS OF
REFUNDING ALL OR A PORTION OF THE CITY’'S OUTSTANDING
FINANCIAL RECOVERY BONDS, SERIES 2014B, FINANCIAL RECOVERY
INCOME TAX REVENUE AND REFUNDING BONDS, SERIES 2014A, AND
FINANCIAL RECOVERY INCOME TAX REVENUE AND REFUNDING
BONDS, SERIES 2014B (FEDERALLY TAXABLE); (3) AUTHORIZING THE
REPURCHASE BY TENDER OR NEGOTIATED PURCHASE OF SUCH
PRIOR FINANCIAL RECOVERY BONDS; (4) AUTHORIZING AND
DELEGATING TO THE AUTHORIZED OFFICERS THE AUTHORITY TO
MAKE CERTAIN DETERMINATIONS AND TO TAKE CERTAIN ACTIONS
IN CONNECTION WITH THE REPURCHASE OF SUCH PRIOR FINANCIAL
RECOVERY BONDS; (5) AUTHORIZING EXECUTION OF DOCUMENTS
AND AGREEMENTS NECESSARY TO EFFECTUATE THE ISSUANCE OF
AND SECURITY FOR SAID BONDS; AND (6) AUTHORIZING AND
DELEGATING TO THE AUTHORIZED OFFICERS THE AUTHORITY TO
MAKE CERTAIN DETERMINATIONS AND TO TAKE CERTAIN ACTIONS
IN CONNLCTION WITII THE SALE AND DELIVERY OF SAID BONDS.

BY COUNCIL MEMBER:

WHEREAS, at elections held on November 2, 2004 (the “2004 Election”) and
February 24, 2009 (the “2009 Election,” and together with the 2004 Election, the “Prior
Elections”™), the qualified electors of the City of Detroit, County of Wayne, State of Michigan
(the “City”) authorized the issuance and sale of unlimited tax general obligation bonds of the
City to finance certain public improvements of the City as more particularly described herein;
and

WHEREAS, pursuant to the authorizations provided by the 2004 Election, the City
Charter, Act 279, Public Acts of Michigan, 1909, as amended (“Act 279”) and Act 34, Public
Acts of Michigan, 2001, as amended (“Act 34”), the City issued certain unlimited tax general
obligation bonds (collectively, the “Prior UTGO Bonds”); and

WHEREAS, as a result of the issuance of the portion of the Prior UTGO Bonds, the City
has $58,288,829 of remaining authorization pursuant to the 2004 Election (the “2004
Authorization”) to issue its unlimited tax general obligation bonds for purposes described in the
2004 Ballot Proposals (the “2004 Voter Authorized Purposes”); and

WHEREAS, the City has $228,000,000 of remaining authorization pursuant to the 2009
Election (the 2009 Authorization,” and together with the 2004 Authorization, the “Voter
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Authorization”) to issue its unlimited tax general obligation bonds for the purposes described in
the 2009 Ballot Proposals (the “2009 Voter Authorized Purposes,” and together with the 2004
Voter Authorized Purposes, the “Voter Authorized Purposes™); and

WHEREAS, the Council deems it advisable and necessary at this time to authorize the
issuance of bonds in one or more series (hereinafter defined as the “UTGO Bonds™) to finance
certain of the Voter Authorized Purposes in accordance with the Voter Authorization, including
reimbursement of funds spent by the City prior to the issuance of the UTGO Bonds, in an
amount not to exceed $255,000,000 (the “UTGO Bonds Maximum Principal Amount™), bearing
interest as determined by an Authorized Officer (as defined herein) within the parameters of this
Resolution and confirmed at the time of sale of such bonds in a UTGO Sale Order (as defined
herein); and

WHEREAS, on March 1, 2013, the Govemnor of the State of Michigan (the “State™)
determined that a financial emergency existed within the City pursuant to the Local Government
Fiscal Responsibility Act, Act 72, Public Acts of Michigan, 1990, as amended; and

WHEREAS, on July 18, 2013, the Emergency Manager of the City (the “Emergency
Manager”) filed on behalf of the City a petition for relief pursuant to Chapter 9 of title 11 of the
United States Code, 11 U.S.C. Sections 101-1532 (as amended, the “Bankruptcy Code”) in the
United States Bankruptcy Court for the Eastern District of Michigan (the “Bankruptcy Court”);
and

WHEREAS, on October 22, 2014, the Emergency Manager filed on behalf of the City an
Eighth Amended Plan of Adjustment of the Debts of the City of Detroit (now and as
subsequently amended, the “Plan of Adjustment”) in the Bankruptcy Court to provide for the
adjustment of the debts of the City pursuant to and in accordance with Chapter 9 of the
Bankruptcy Code; and

WHEREAS, on December 10, 2014, in accordance with the Plan of Adjustment and
pursuant to Section 36a of Act 279, the City issued $631,964,145 of its Financial Recovery
Bonds, Series 2014B (the “Series 2014B Bonds”) secured by and payable from the limited tax
pledge of the City, $134,725,000 of its Financial Recovery Income Tax Revenue and Refunding
Bonds, Series 2014 A (the “Series 2014 A Income Tax Bonds”), and $140,275,000 of its Financial
Recovery Income Tax Revenue and Refunding Bonds, Series 2014B (Federally Taxable) (the
“Series 2014B Income Tax Bonds,” and together with the Series 2014B Bonds and the Series
2014A Income Tax Bonds, the “Prior Bonds™)); and

WHEREAS, Act 182, Public Acts of Michigan, 2014 amended Act 279 by creating the
position of Chief Financial Officer with certain powers, including but not limited to the power to
supervise all financial and budget activities of the City, and coordinate the City’s activities
relating to budgets, financial plans, financial management, financial reporting, financial analysis
and compliance with the budget and financial plan of the City; and

WHEREAS, the Council deems it advisable and in the best interest of the City to
authorize the repurchase of all or a portion of the outstanding Prior Bonds and the issuance of the

Refunding Bonds (as defined herein) in one or more series in the aggregate principal amount of
not to exceed Five Hundred Million Dollars (§500,000,000) (the “Refunding Bonds Maximum



Principal Amount”), bearing interest at rates within the parameters of this Resolution and
determined at the time of sale of such bonds in a Refunding Sale Order (as defined herein) for
the purpose of providing funds for the repurchase of all or a portion of the outstanding Prior
Bonds; and

WHEREAS, the Council deems it advisable and necessary at this time to authorize, at a
time and in an amount to be determined by the Chief Financial Officer of the City: (i) the
extension of an invitation to the holders of the Prior Bonds to tender such Prior Bonds to the City
for repurchase, or the negotiation of one or more private repurchases from such holders of such
Prior Bonds (such Prior Bonds actually repurchased by the City pursuant to a tender or private
purchase, collectively, the “Repurchased Bonds™), (i) the repurchase by the City of the
Repurchased Bonds, and (iii) the issuance of the Refunding Bonds to provide funds to pay all or
a portion of the costs of repurchasing the Repurchased Bonds; and

WHEREAS, based on the recommendation of the Chief Financial Officer of the City, the
Council has determined to sell (i) the UTGO Bonds by negotiated sale to the Underwriters (as
defined herein) pursuant to one or more bond purchase contracts between the City and the
Underwriters and (ii) the Refunding Bonds by negotiated sale either to (a) the Michigan Finance
Authority, which will sell its bonds (secured by the Refunding Bonds) to the Underwriters or (b)
directly to the Underwriters pursuant to one or more bond purchase contracts between the City
and the Underwriters; and

WHEREAS, the Council desires to authorize the submission of disclosure information in
connection with the distribution of one or more preliminary official statements (together with
any supplements thercto, cach a “Preliminary Official Statement”) and final official statements
(together with any supplements thereto, each an “Official Statement™) in connection with the
offering for sale of the Bonds.

WHEREAS, the Underwriters will require, as a condition precedent to purchasing the
Bonds or the MFA Bonds (as defined herein), that the City agree to provide continuing
disclosure as required by Section (b)(5) of Rule 15¢2-12 promulgated by the Securities and
Exchange Commission under the Securities and Exchange Act of 1934, as amended; and

WHEREAS, the Council desires to delegate to the Authorized Officers the authority to
make certain determinations with respect to the Bonds, if necessary, within the parameters of this
Resolution and to take such other actions and make such other determinations as may be
necessary to accomplish the delivery of the Bonds and the transactions contemplated by this
Resolution, as shall be confirmed in one or more UTGO Sale Orders and/or Refunding Sale
Orders.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF DETROIT, WAYNE COUNTY, MICHIGAN, PURSUANT TO THE CHARTER, ACT 34
AND ACT 279 AS FOLLOWS:



ARTICLE I
DEFINITIONS AND INTERPRETATION

Section 101. Definitions. The words and terms defined in the preambles and recitals
hereof and the following words and terms as used in this Resolution shall have the meanings
ascribed therein or herein to them unless a different meaning clearly appears from the context:

“2004 Authorization” means the $58,288,829 of remaining authorization pursuant to the
2004 Election.

“2004 Ballot Proposals” means the ballot proposals included in the 2004 Election
identified on the ballot as Proposal N, Proposal S, Proposal R and Proposal T.

“2004 Election” means the election held in the City on November 2, 2004.

“2004 Voter Authorized Purposes™” means the purposes described purposes described in
the 2004 Ballot Proposals.

“2009 Authorization” means the $228,000,000 of remaining authorization pursuant to the
2009 Election.

“2009 Ballot Proposals” means the ballot proposals included in the 2009 Election
identified on the ballot as Proposal C, Proposal N, Proposal S and Proposal T.

*2009 Election™ means the election held in the City on February 4, 2009.

*“2009 Voter Authorized Purposes™ means the purposes described in the 2009 Ballot
Proposals.

“2009 Voter Authorized Purposes” means

“Act 34 means Act 34, Public Acts of Michigan, 2001, as amended.
“Act 80” means Act 80, Public Acts of Michigan, 1981, as amended.
“Act 181" means Act 181, Public Acts of Michigan, 2014.

“Act 284" means Act 284, Public Acts of Michigan, 1964, as amended.
“Act 279” means Act 279, Public Acts of Michigan, 1909, as amended.

“Additional Security” means, individually, collectively or in any combination,
Distributable State Aid, Income Tax Revenues, any other source of additional security pledged
for the payment of principal of and interest on the Bonds.

“Authorized Officers” means the Mayor, the Chief Financial Officer and the Chief
Deputy CFO/Finance Director of the City, and “Authorized Officer” means any of them.



“Ballot Proposal” means a 2004 Ballot Proposal or 2009 Ballot Proposal, and shall be
used herein in connection with provisions which apply to any of the 2004 Ballot Proposals or
2009 Ballot Proposals.

“Board” means the Local Emergency Financial Assistance Loan Board established
pursuant to Act 243

“Bond Counsel” means Miller, Canfield, Paddock and Stone, P.L.C., attorneys of Detroit,
Michigan, or such other nationally recognized firm of attorneys experienced in matters
pertaining to municipal bonds and appointed to serve in such capacity by the City with respect to
the Bonds.

“Bondholder”, “Bondowner”, “Owner” or “Registered Owner” means, with respect to
any Bond, the person in whose name such Bond is registered in the Bond Registry.

“Bond Insurer” means the issuer of a Municipal Bond Insurance Policy with respect to
the Bonds, if any, named in the Sale Order.

“Bond Purchase Agreement” means each purchase contract between the City and the
Underwriters providing for the terms and conditions of the purchase of the Bonds.

“Bond Registry” means the books for the registration of Bonds maintained by the
applicable Transfer Agent.

“Bonds™ means, collectively, the UTGO Bonds and the Refunding Bonds.

“Charter’” means the Home Rule Charter of the City, as amended from time to timc.
“Chief Financial Officer” means the chief financial officer of the City or his/her designee.
“City” means the City of Detroit, County of Wayne, State of Michigan.

“Code” means the Internal Revenue Code of 1986, as amended.

“Constitution” means the Constitution of the State of Michigan of 1963, as amended.

“Construction Fund” means the fund so designated and established under Section 501
hereof.

“Council” means the City Council of the City of Detroit, Michigan.
“Distributable State Aid” has the meaning given it in Act 80.
“Fiscal Year” means the fiscal year of the City as in effect from time to time.

“Income Tax Revenues” means revenues collected by the City from a levy of an excise
tax on income pursuant to Act 284 or pursuant to any other applicable State or local law.



“Initial Refunding Issuance” the initial series of Refunding Bonds issued pursuant to this
Resolution.

“Initial UTGO Issuance” the initial series of UTGO Bonds issued pursuant to this
Resolution.

“Mayor’” means the mayor of the City or the designee thereof.

“MFA” means the Michigan Finance Authority, as successor to the Michigan Municipal
Bond Authority.

“MFA Bonds” means bonds issued by the MFA, secured by the Municipal Obligation.

“Municipal Bond Insurance Policy” means one or more policies of municipal bond
insurance, if any, issued by the Bond Insurer insuring the payment when due of the principal of
and interest on the Bonds determined to be insured as set forth in a Sale Order.

“Municipal Obligation™ means the Refunding Bonds, in the event any of the Refunding
Bonds are sold to the MFA.

“Non-Arbitrage and Tax Compliance Certificate” means each Non-Arbitrage and Tax
Compliance Certificate of the City regarding rebate requirements and other tax responsibilities of
the City relating to the Bonds under the Code.

“Prior Bonds” means, collectively, the Series 2014B Income Tax Bonds, the Series
2014B Bonds and the Series 2014A Income Tax Bonds.

“Projects” mean those projects set forth in Exhibit A hereto and any additional projects
constituting Voter Authorized Purposes.

“Purchase Contract” means the purchase contract between the City and the MFA
providing for the terms and conditions of the delivery of the Municipal Obligation to the MFA in
connection with the refunding of the Repurchased Bonds.

“Refunding Bond Issuance Fund” means the fund so designated and established under
Section 601 hereof.

“Refunding Bonds” means the City’s Financial Recovery Refunding Bonds, authorized
by Atrticle III of this Resolution.

“Refunding Bonds Interest Payment Date™ has the meaning given such term in Section
305.

“Refunding Bonds Maximum Interest Rate™ means a rate of interest not to exceed the
maximum rate permitted by law.

“Refunding Bonds Maximum Principal Amount™ means an amount not to exceed Five
Hundred Million Dollars ($500,000,000).



“Refunding Sale Order” means the order or orders executed by both the Mayor and the
Chief Financial Officer approving the sale of any series of Refunding Bonds and making certain
determinations and/or confirming the final details of such Refunding Bonds upon the sale thereof
in accordance with the parameters of this Resolution and the terms of the Bond Purchase
Agreement.

“Regular Record Date™ has the meaning given such term in Section 304.
“Repurchased Bonds” has the meaning given such term in Section 202.

“Repurchase Agent” means any broker-dealer, dealer-manager, tender agent, repurchase
agent or similar party facilitating the repurchase of the Repurchased Bonds.

“Repurchase Agreement” means, collectively, one or more repurchase agreements,
broker-dealer agreements, dealer-manager agreements, tender agent agreements or equivalent
agreements executed by both the Mayor and Chief Financial Officer in connection with the
repurchase of any Repurchased Bonds.

“Repurchase Escrow Agreement” has the meaning given such term in Section 604.
o o O

“Repurchase Escrow Fund” means the fund so designated and established under Section
601 hereof.

“Repurchase Escrow Trustee™ has the meaning given such term in Section 604.
“Resolution” means this Resolution, as supplemented by one or more Sale Orders.

“Sale Order” means a Refunding Sale Order or a UTGO Sale Order, and shall be used
herein in connection with provisions which apply to either a Refunding Sale Order or a UTGO
Sale Order.

“Series 2014B Bonds” means the City’s Financial Recovery Bonds, Series 2014B, issued
on December 10, 2014 in the original principal amount of $631,964,145.

“Series 2014A Income Tax Bonds” means the City’s Financial Recovery Income Tax
Revenue and Refunding Bonds, Series 2014A, issued on December 10, 2014 in the original
principal amount of $134,725,000.

“Series 2014B Income Tax Bonds” means the City’s Financial Recovery Income Tax
Revenue Bonds, Series 2014B (Federally Taxable), issued on December 10, 2014 in the original
principal amount of $140,275,000.

“State” means the State of Michigan.
“Qtate Treasurer’ means the Treasurer of the State.

“Transfer Agent” means a bank or trust company to be selected by the City to serve as
the transfer agent or paying agent, or as trustee if any of the Bonds shall be sold through the
MFA, for each series of the Bonds.



“Trustee” means U.S. Bank National Association or such other bank or trustee company
selected by the City to serve as trustee for any series of Bonds sold to the MFA.

“Underwriters” means Goldman Sachs & Co. LLC, as representative on behalf of itself,
Citigroup Global Markets Inc. and Siebert Cisneros Shank & Co., L.L.C.; or such financial
institution or institutions as shall be determined by an Authorized Officer to serve as underwriter
or underwriters for any series of the Bonds.

“UTGO Bond Issuance Fund” means the fund so designated and established under
Section 501 hereof.

“UTGO Bonds” means the City’s Unlimited Tax General Obligation Bonds authorized
by Article III of this Resolution, or bonds bearing such other designations as determined by an
Authorized Officer, evidencing the unlimited tax full faith and credit general obligation of the
City, authorized to be issued pursuant to Act 279, Act 34, this Resolution and the Sale Order
relating thereto.

“UTGO Bonds Interest Payment Date” has the meaning given such term in Section 304
hereof.

“UTGO Bonds Maximum Interest Rate” means a rate of interest not to exceed the
maximum rate permitted by law.

“UTGO Bonds Maximum Principal Amount” means the amount not to exceed
$255,000,000.

“UTGO Sale Order” means the order or orders executed by both the Mayor and the Chief
Financial Officer approving the sale of any series of UTGO Bonds and making certain
determinations and/or confirming the final details of such UTGO Bonds upon the sale thereof in
accordance with the parameters of this Resolution and the terms of the Bond Purchase
Agreement.

“Voter Authorized Purposes” means, collectively, the 2004 Voter Authorized Purposes
and the 2000 Voter Authorized Purposes.

Section 102. Interpretation. (a) Words of the feminine or masculine genders include the
correlative words of the other gender or the neuter gender.

(b)  Unless the context shall otherwise indicate, words importing the singular include
the plural and vice versa, and words importing persons include corporations, associations,
partnerships (including limited partnerships), trusts, firms and other legal entities, including
public bodies, as well as natural persons.

(c) Articles and Sections referred to by number mean the corresponding Articles and
Sections of this Resolution.

(d) The terms “hereby, “hereof”, “hereto”, “herein”, “hereunder” and any similar
terms as used in this Resolution, refer to this Resolution as a whole unless otherwise expressly
stated.
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ARTICLE 11
DETERMINATIONS

Section 201. (a) UTGO Bonds: Finding. and Declaration of Need to Borrow. The
Council hereby finds and declares that it is necessary for the City to borrow hereunder such sum
as shall be determined by an Authorized Officer not in excess of the UTGO Bonds Maximum
Principal Amount, provided that the amount thereof allocated to Projects authorized by the 2004
Voter Authorized Purposes shall not exceed the 2004 Authorization, and the amount thereof
allocated to Projects authorized by the 2009 Voter Authorized Purposes shall not exceed the
2009 Authorization, and to evidence such borrowing by the issuance of the UTGO Bonds not in
excess of the UTGO Bonds Maximum Principal Amount, in minimum denominations of $1,000
or such greater minimum denominations as determined by an Authorized Officer, pursuant to
and in accordance with the provisions of Act 34 and Act 279, for the purposes of providing funds
to finance the Projects, including reimbursement to the City for amounts spent prior to the
issuance of the UTGO Bonds and capitalized interest, if any, to pay for a Municipal Bond
Insurance Policy, if necessary, and to pay legal, financial, advisory, accounting, printing and
other expenses related to the issuance of the UTGO Bonds, all as finally confirmed by an
Authorized Officer in the UTGO Sale Order.

(b) UTGO Bonds Declaration of Borrowing. The City shall borrow, under this Resolution
on the authority of and in accordance with the provisions of the Charter, Act 34 and Act 279, a
sum not to exceed the UTGO Bonds Maximum Principal Amount and the UTGO Bonds shall
bear interest on a fixed and/or variable rate and tax-exempt or taxable basis as provided herein
and in the UTGO Sale Order, and the City shall issue the UTGO Bonds as hereinafter provided
and as finally confirmed by an Authorized Officer in the UTGO Sale Order, secured by the
unlimited tax full faith, credit and resources of the City which will be payable from ad valorem
taxes levied on all taxable property within the City without limitation as to rate or amount, to
provide funds for the purposes stated herein.

Section 202. (a) Refunding Bonds: Finding, and Declaration of Need to Borrow. The
Council hereby finds and declares that it is necessary for the City to borrow hereunder such sum
as shall be determined by an Authorized Officer not in excess of the Refunding Bonds Maximum
Aggregate Principal Amount and to evidence such borrowing by the issuance of the Refunding
Bonds not in excess, in aggregate principal amount, of such Refunding Bonds Maximum
Aggregate Principal Amount, in minimum denominations of $1,000 or such greater minimum
denominations as determined by an Authorized Officer, pursuant to the Charter and In
accordance with the provisions hereof, for the purposes of providing funds (i) to repurchase
through tender or otherwise and refund all or portions of the outstanding Prior Bonds (such Prior
Bonds to be repurchased and refunded, the “Repurchased Bonds™); and (ii) to pay legal,
financial, advisory, brokerage, accounting, printing and other expenses related to the issuance of
the Refunding Bonds and the repurchase ot the Repurchased Bonds, all as finally confirmed by
an Authorized Officer in the Refunding Sale Order.

(b) Refunding Bonds Declaration of Borrowing. The City shall, under this Resolution on
the authority of and in accordance with the provisions of the Charter, Act 80, Act 181, and Act
279, issue the Refunding Bonds in a sum not to exceed the Refunding Bonds Maximum
Aggregate Principal Amount; each series of Refunding Bonds shall bear interest on a fixed
andor variable rate and tax-exempt or taxable basis as provided herein and in the Refunding Sale
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Order: and the City shall issue each series of Refunding Bonds as hereinafter provided and as
finally confirmed by an Authorized Officer in the Refunding Sale Order, secured by the limited
tax full faith, credit and resources of the City which will be payable from ad valorem taxes levied
on all taxable property within the City, subject to applicable constitutional, statutory and Charter
tax rate limitations.

ARTICLE 111
AUTHORIZATION; PLEDGE; SECURITY; DESIGNATIONS; REDEMPTION OF THE
BONDS

Section 301. Authorization of UTGO Bonds: Unlimited Tax Pledge; Security. (a) The
City hereby authorizes the issuance of the UTGO Bonds in such series and in such principal
amounts as shall be confirmed in the Sale Order, not in excess of the remaining Voter
Authorization and UTGO Bonds Maximum Principal Amount. The City hereby pledges its
unlimited tax full faith and credit for the prompt payment of the UTGO Bonds. All proceeds
from taxes levied for the UTGO Debt Retirement Fund established under Section 501 hereof
shall be deposited into the UTGO Debt Retirement Fund as collected. Commencing with the
year 2019 (or such other year as shall be necessary to first levy taxes to pay debt service on any
series of the UTGO Bonds), there shall be levied upon the tax rolls of the City for the purpose of
the UTGO Debt Retirement Fund each year, in the manner required by the provisions of Act 34,
Public Acts of Michigan, 2001, as amended (“Act 347), an amount sufficient so that the
estimated collection therefrom will be sufficient to promptly pay, when due, the principal of and
interest on the UTGO Bonds becoming due prior to the next annual tax levy; provided, however,
that if at the time of making any such annual tax levy there shall be other funds available or
surplus moneys on hand in the U'TGO Debt Retirement Fund for the payment of principal of and
interest on the UTGO Bonds, then credit therefor may be taken against such annual levy for the
UTGO Debt Retirement Fund. The rights or remedies of bondholders may be affected by
bankruptcy, insolvency, fraudulent conveyance or other laws affecting creditors’ rights generally
now existing or hereafter enacted and by the application of general principles of equity including
those relating to equitable subordination.

(b) UTGO Bonds of the City in the aggregate principal amount of not to exceed the
UTGO Bonds Maximum Principal Amount shall be issued for the purpose of financing certain
portions of the costs of the City relating to the Voter Authorized Purposes and allocated to the
2004 Ballot Proposals and 2009 Ballot Proposals as shall be set forth in the Sale Order; provided,
that the Initial UTGO Issuance shall not exceed One Hundred Thirty-Five Million Dollars
($135,000,000).

Each Authorized Officer is hereby authorized to allocate the proceeds of the UTGO
Bonds to finance those Projects or portions thereof as he may determine, and to make such
changes or cause such changes to be made in the allocation of the amount of the proceeds of the
UTGO Bonds required for the respective purposes of the Projects as may become necessary and
are permitted by law within the limitations of the authorizations of the Prior Elections and
subject to previous or future appropriations of Council or both.
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Section 302. Authorization of Refunding Bonds: Pledge: Security. The City hereby
authorizes the issuance of the Refunding Bonds in such series and in such principal amounts as
shall be confirmed in a Sale Order not exceeding the Refunding Bonds Maximum Principal
Amount. The City hereby pledges its limited tax full faith and credit for the payment of the
principal of and interest on the Refunding Bonds, including the proceeds of an annual levy of ad
valorem taxes on all taxable property in the City, subject to applicable constitutional, statutory
and Charter tax rate limitations.

As additional security for the payment of principal of and interest on the Refunding
Bonds, the City may pledge (i) pursuant to the authorization provided in Act 227, Distributable
State Aid payments that the City is eligible to receive, with such priority of lien and pursuant to
such terms as shall be determined in each Sale Order; (ii) pursuant to Section 36a(7) of Act 279,
Income Tax Revenues with such priority of lien and pursuant to such terms as shall be
determined in each Sale Order and (iii) any Additional Security.

Each Authorized Officer is hereby authorized to negotiate and execute any indenture or
indentures, or agreements for the pledge and intercept of Distributable State Aid, or such other
agreements as shall be deemed necessary by an Authorized Officer and confirmed in a Sale
Order for and on behalf of the City with U.S. Bank National Association, Detroit, Michigan, as
Trustee, and, as applicable, the MFA and the State Treasurer, to provide for the pledge of
Additional Security to secure payment of the Refunding Bonds.

Section 303. Tax Exempt Bonds: Taxable Bonds. The Authorized Officers are each
hereby authorized and directed to determine whether all or any portion of the Bonds shall be sold
as: (i) bonds the interest on which is excluded from gross income tor federal income tax purposes
(“Tax-Cxempt Bonds™), or (ii) bonds the interest on which, if any, is included in gross income
for federal income tax purposes under the Code (the “Taxable Bonds™), or any combination
thereof.

Section 304. Desienations, Dates. Interest Rates. Maturities, Redemption and Other
Terms of the UTGO Bonds.

(a) The UTGO Bonds shall be issued in one or more series to be designated as
“UNLIMITED TAX GENERAL OBLIGATION BONDS.” The UTGO Bonds shall further bear
a series designation corresponding to the year of issuance and other necessary identifying
information as shall be provided in the UTGO Sale Order; shall be issued in fully registered form
as serial bonds, term bonds, a combination thereof, or as single instrument bond, as provided in
the UTGO Sale Order. Each series of UTGO Bonds shall be dated and issued in Authorized
Denominations all as determined in the UTGO Sale Order.

b) In making the determinations set forth in this Resolution with respect to the
UTGO Sale Order, the Authorized Officers shall be limited to the parameters as follow:

(N The first maturity date or mandatory sinking fund redemption date
for each series of the UTGO Bonds shall not be later than five (5) years from the
date of issuance, and the final maturity dates for the UTGO Bonds shall not be
later than the earlier of (i) the last year of the weighted average estimated period
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of usefulness of the improvements being financed through such series or (i1) 30
years from their dated date.

2) The compensation to be paid to the Underwriters in connection
with the Initial UTGO Issuance shall not exceed 0.75% of the original principal
amount thereof, and for any series of UTGO Bonds thereafter, shall not exceed
0.85% of the original principal amount of the such series of UTGO Bonds.

(3) To the extent permitted by applicable law, each series of the
UTGO Bonds may be sold with an original issue premium in an amount as
determined by an Authorized Officer.

(€)) The maximum rate of interest on the UTGO Bonds shall not
exceed the UTGO Bonds Maximum Interest Rate.

(© The UTGO Bonds shall mature on such dates and shall bear interest at such rates
on a fixed and/or variable and tax-exempt or taxable basis not in excess of the legal limit, and
payable on such dates (each a “UTGO Bonds Interest Payment Date”), all as shall be provided in
the UTGO Sale Order. Unless otherwise provided by an Authorized Officer in a Sale Order,
interest on the UTGO Bonds shall be calculated on the basis of a 360-day year consisting of
twelve 30-day months. The UTGO Bonds shall be payable as to principal and interest in lawful
money of the United States of America.

(d) Except as may be otherwise provided by an Authorized Officer in a Sale Order,
interest on the UTGO Bonds shall be payable on each UTGO Bonds Interest Payment Date to the
Registered Owner of record as ot the 15th day of the month, whether or not a Business Day (a
“Regular Record Date™), prior to each UTGO Bonds Interest Payment Date. Interest on the
UTGO Bonds shall be payable to such Registered Owners by check or draft drawn on the
Transfer Agent on each UTGO Bonds Interest Payment Date and mailed by first class mail or,
upon the written request of the Owner of $1,000,000 or more in aggregate principal amount of
UTGO Bonds (with complete wiring instructions no later than the Regular Record Date for such
Interest Payment Date), by wire transfer by the Transfer Agent to such Owner. Such a request
may provide that it will remain in effect with respect to subsequent UTGO Bonds Interest
Payment Dates unless and until changed or revoked at any time prior to a Regular Record Date
by subsequent written notice to the Transfer Agent.

(e) The principal of the UTGO Bonds shall be payable to the Owners of the UTGO
Bonds upon the presentation of the UTGO Bonds to the Transfer Agent at the principal corporate
trust office of the Transfer Agent.

¢ The UTGO Bonds may be subject to redemption and/or tender for purchase prior
to maturity or shall not be subject thereto, upon such terms and conditions as shall be provided
by an Authorized Officer in the Sale Order delivered in connection with the UTGO Bonds,
provided that any premium payable in connection with the optional redemption of the UTGO
Bonds shall not exceed 3%.

Unless waived by any Registered Owner of the UTGO Bonds to be redeemed, official
notice of redemption shall be given by the Transfer Agent on behalf of the City. Such notice
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shall be dated and shall contain at a minimum the following information: original issue date;
maturity dates; interest rates, CUSIP numbers, if any; certificate numbers, and in the case of
partial redemption, the called amounts of each certificate; the redemption date; the redemption
price or premium; the place where the UTGO Bonds called for redemption are to be surrendered
for payment; and that interest on the UTGO Bonds or portions thereof called for redemption
shall cease to accrue from and after the redemption date.

In addition, further notice shall be given by the Transfer Agent in such manner as may be
required or suggested by regulations or market practice at the applicable time, but no defect in
such further notice nor any failure to give all or any portion of such further notice shall in any
manner defeat the effectiveness of a call for redemption if notice thereof is given as prescribed
herein.

Section 305. Desienations. Dates. Interest Rates, Maturities. Redemption and Other
Terms of the Refunding Bonds .

(a) The Refunding Bonds shall be issued in one or more series to be designated as
“FINANCIAL RECOVERY REFUNDING BONDS.” The Refunding Bonds shall further bear a
series designation corresponding to the year of issuance and other necessary identifying
information as shall be provided in the Refunding Sale Order; shall be issued in fully registered
form as serial bonds, term bonds, a combination thereof, or as single instrument bond, as
provided in the Refunding Sale Order. Each series of Refunding Bonds shall be dated and issued
in Authorized Denominations all as determined in the Refunding Sale Order.

(b) In making the determinations set forth in this Resolution with respect to the
Repurchase Agreement and Refunding Sale Order, the Authorized Officers shall be limited to the
parameters as follow:

(1) The compensation to be paid to the Underwriters in connection with the
Initial Refunding Issuance shall not exceed 0.50% of the original principal amount
thereof, and for any series of Refunding Bonds thereafter, shall not exceed 0.60% of the
original principal amount of the such series of Refunding Bonds.

2) The compensation of the Repurchase Agent shall not exceed 0.25% of the
principal amount of the Repurchased Bonds.

3) To the extent permitted by applicable law, the Refunding Bonds may be
sold with an original issue premium in an amount as determined by an Authorized Officer
and confirmed in the Refunding Sale Order.

4) The maximum rate of interest on the Refunding Bonds shall not exceed
the Refunding Bonds Maximum Interest Rate.

(%) The issuance of the Refunding Bonds shall produce a net present value
savings.

() The Refunding Bonds shall mature on such dates and shall bear interest at such
rates on a fixed and/or variable and tax-exempt or taxable basis not in excess of the legal limit,
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and payable on such dates (each a “Refunding Bonds Interest Payment Date™), all as shall be
provided in Refunding Sale Order. Unless otherwise provided in a Sale Order, interest on the
Refunding Bonds shall be calculated on the basis of a 360-day year consisting of twelve, 30 day
months. The Refunding Bonds shall be payable as to principal and interest in lawful money of
the United States of America.

Except as may be otherwise provided in a Sale Order, interest on the Refunding Bonds
shall be payable on each Refunding Bonds Interest Payment Date to the Registered Owner of
record as of the 15th day of the month, whether or not a Business Day (a “Regular Record
Date”), prior to each Refunding Bonds Interest Payment Date. Interest on the Refunding Bonds
shall be payable to such Registered Owners by check or draft drawn on the Transfer Agent (or
the Trustee if the Refunding Bonds are sold to the MFA) on each Refunding Bonds Interest
Payment Date and mailed by first class mail or, upon the written request of the Owner of
$1,000,000 or more in aggregate principal amount of Refunding Bonds (with complete wiring
instructions no later than the Regular Record Date for such Interest Payment Date), by wire
transfer by the Transfer Agent (or the Trustee if the Refunding Bonds are sold to the MFA)to
such Owner. Such a request may provide that it will remain in effect with respect to subsequent
Refunding Bonds Interest Payment Dates unless and until changed or revoked at any time prior
to a Regular Record Date by subsequent written notice to the Transfer Agent (or the Trustee if
the Refunding Bonds are sold to the MFA).

63) The principal of the Refunding Bonds shall be payable to the Owners of the
Refunding Bonds upon the presentation of the Refunding Bonds to the Transfer Agent (or the
Trustee if the Refunding Bonds are sold to the MFA) at the principal corporate trust office of the
Transfer Agent (or the Trustee if the Refunding Bonds are sold to the MFA).

) The Refunding Bonds may be subject to redemption and/or tender for purchase
prior to maturity or shall not be subject thereto, upon such terms and conditions as shall be
provided in the Refunding Sale Order.

Unless waived by any Registered Owner of the Refunding Bonds to be redeemed, official
notice of redemption shall be given by the Transfer Agent (or the Trustee if the Refunding Bonds
are sold to the MFA) on behalf of the City. Such notice shall be dated and shall contain at a
minimum the following information: original issue date; maturity dates; interest rates, CUSIP
numbers, if any; certificate numbers, and in the case of partial redemption, the called amounts of
each certificate; the redemption date; the redemption price or premium; the place where the
Refunding Bonds called for redemption are to be surrendered for payment; and that interest on
the Refunding Bonds or portions thereof called for redemption shall cease to accrue from and
after the redemption date.

In addition, further notice shall be given by the Transfer Agent (or the Trustee if the
Refunding Bonds are sold to the MFA) in such manner as may be required or suggested by
regulations or market practice at the applicable time, but no defect in such further notice nor any
failure to give all or any portion of such further notice shall in any manner defeat the
effectiveness of a call for redemption if notice thereof is given as prescribed herein.

(h)  In connection with any sale of the Refunding Bonds to the MFA, the following
additional provisions shall apply:
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(N Each series of Refunding Bonds shall be in the form of a single
fully-registered, nonconvertible bond in the denomination of the full principal
amount thereof, dated as of the date of delivery of the Refunding Bonds, payable
in principal installments serially as finally determined at the time of sale of the
Refunding Bonds and approved by the MFA and an Authorized Officer. Final
determination of the principal amount of a series and the payment dates and
amounts of principal installments of a series of Refunding Bonds shall be
evidenced by execution of a Purchase Contract between the City and the MFA
providing for sale of the Refunding Bonds, and an Authorized Officer shall
negotiate the terms of, approve the form of and to execute and deliver the
Purchase Contract when it is in final form and to make the determinations set
forth above. An Authorized Officer shall approve of a series designation with
respect to each series of Refunding Bonds.

(2) The Refunding Bonds or principal installments thereof will be
subject to prepayment prior to maturity in the manner and at the prices and times
as provided in the form of the Refunding Bonds contained in this Resolution or as
may be approved by an Authorized Officer at the time of sale of the Refunding
Bonds or by the MFA at the time of prepayment.

3) The Refunding Bonds shall bear interest at the rates specified in
the Purchase Contract and approved as evidenced by execution of the Purchase
Contract, and an Authorized Officer shall deliver the Refunding Bonds in
accordance with the delivery instructions of the MFA.

4 The Refunding Bonds shall not be convertible or exchangeable
into more than one fully-registered bond. Principal of and interest on the
Refunding Bonds shall be payable as provided in the Refunding Bond form in this
Resolution as the same may be amended to conform to MFA requirements.

(5 The Transfer Agent (or the Trustee if the Refunding Bonds are
sold to the MFA) shall record on the registration books payment by the City of
each installment of principal or interest or both when made and the cancelled
checks or other records evidencing such payments shall be returned to and
retained by the City Treasurer.

(6) Upon payment by the City of all outstanding principal of and
interest on a Refunding Bond, the MFA shall deliver the respective Refunding
Bond to the City for cancellation.

Section 306. Execution. Authentication and Delivery of Bonds. The Bonds shall be
executed in the name of the City by the manual or facsimile signatures of the Mayor and the
Finance Director and authenticated by the Transfer Agent, or a trustee if an indenture is executed
in connection with the issuance of the Bonds, and the seal of the City (or a facsimile thereof)
shall be impressed or imprinted on the Bonds. After the Bonds have been executed and
authenticated for delivery to the original purchaser thereof, they shall be delivered to the
purchasers thereof upon receipt of the purchase price.
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Section 307. Mutilated. Destroyed. Stolen or Lost Bonds. (a) Subject to the provisions
of Act 354, Public Acts of Michigan, 1972, as amended, and any other applicable law, if (i) any
mutilated Bond is surrendered to the City, and the City receives evidence to its satisfaction of the
destruction, loss or theft of any Bond and (i1) there is delivered to the City such security or
indemnity as may be required by it to save the City harmless, then, in the absence of notice to the
City that such Bond has been acquired by a bona fide purchaser, the City shall execute and
deliver in exchange for or in lieu of any such mutilated, destroyed, lost or stolen Bond, a new
Bond of like tenor and principal amount, bearing a number not contemporaneously outstanding.

(b) If any such mutilated, destroyed, lost or stolen Bond has become or is about to
become due and payable, the City in its discretion may, instead of issuing a new Bond, pay such
Bond.

(c) Any new Bond issued pursuant to this section in substitution for a Bond alleged to
be mutilated, destroyed, stolen or lost shall constitute an original additional contractual
obligation on the part of the City, and shall be equally secured by and entitled to equal
proportionate benefits with all other Bonds of like tenor issued under this Resolution.

Section 308. Form of the UTGO Bonds. The UTGO Bonds shall be in substantially the
following form with such insertions, omissions, substitutions and other variations as shall not be
inconsistent with this Resolution or permitted by the Sale Order or as approved by an Authorized
Officer and Bond Counsel:
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[Form of Bond]

United States of America
State of Michigan
County of Wayne

CITY OF DETROIT
UNLIMITED TAX GENERAL OBLIGATION BOND, SERIES 2018

Interest Maturity Date of

Rate Date Original [ssue CUSIP
[ 2018

Registered Owner:

Principal Amount: Dollars

The CITY OF DETROIT, County of Wayne, State of Michigan (the "City"),

acknowledges itself to owe and for value received hereby promises to pay to the Registered
Owner specified above, or registered assigns, the Principal Amount specified above, in lawful
money of the United States of America, on the Maturity Date specified above, unless prepaid
prior thereto as hereinafter provided, with interest thereon (computed on the basis of a 360-day
year consisting of twelve 30-day months) from the Date of Original Issue specified above or
such later date to which interest has been paid, until paid, at the Interest Rate per annum
specified above, first payable on 1, 20 and semiannually thereafter. Principal of
this bond is payable at the corporate trust office of ,
, or such other transfer agent as the City may hereafter designate by notlce
mailed to the reglstered owner not less than sixty (60) days prior to any interest payment date
(the “Transfer Agent”). Interest on this bond is payable to the registered owner of record as of
the fifteenth (15th) day of the month preceding the interest payment date as shown on the
registration books of the City kept by the Transfer Agent by check or draft mailed to the
registered owner of record at the registered address. For prompt payment of this bond, both
principal and interest, the full faith, credit and resources of the City are hereby irrevocably
pledged.

-17-



[This bond is one of a series of bonds aggregating the principal sum of
$ , issued for the purpose of paying [a portion of the cost of acquiring,
constructing and installing improvements , paying
capitalized interest] and paying costs incidental to the issuance of the bonds in pursuance of a
vote of the qualified electors of the City voting thereon at certain elections duly held on
November 2, 2004 and February 24, 2009.]

Bonds of this issue maturing in the years 20 to . inclusive, shall not be
subject to redemption prior to maturity. Bonds or portions of bonds of this issue in multiples of
$5,000 maturing in the year _ and thereafter shall be subject to redemption prior to
maturity, at the option of the City, in any order of maturity and by lot within any maturity, on
any date on or after 1, , at par and accrued interest to the date fixed for
redemption.

[Insert any term bond provisions, if applicable]

In case less than the full amount of an outstanding bond is called for redemption, the
Transfer Agent, upon presentation of the bond called in part for redemption, shall register,
authenticate and deliver to the registered owner of record a new bond in the principal amount of
the portion of the original bond not called for redemption.

Notice of redemption shall be given to the registered owner of any bond or portion
thereof called for redemption by mailing of such notice not less than thirty (30) days prior to the
date fixed for redemption to the registered address of the registered owner of record. A bond or
portion thereof so called for redemption shall not bear interest after the date fixed for redemption
provided funds are on hand with the Transfer Agent to redeem said bond or portion thereof.

This bond is transferable only upon the registration books of the City kept by the Transfer
Agent by the registered owner of record in person, or by the registered owner’s attorney duly
authorized in writing, upon the surrender of this bond together with a written instrument of
transfer satisfactory to the Transfer Agent duly executed by the registered owner or the registered
owner’s attorney duly authorized in writing, and thereupon a new registered bond or bonds in the
same aggregate principal amount and of the same maturity shall be issued to the transferee in
exchange therefor as provided in the resolution authorizing this bond and upon the payment of
the charges, if any, therein prescribed.

This bond, including the interest thereon, is payable out of the City’s Debt Retirement
Fund for this issue and the City is required to levy ad valorem taxes on all taxable property in the
City for the payment thereof, without limitation as to rate or amount.

It is hereby certified and recited that all acts, conditions and things required by law to be
done, precedent to and in the issuance of this bond and the series of bonds of which this is one,
exist and have been done and performed in regular and due form and time as required by law,
and that the total indebtedness of the City, including this bond, does not exceed any
constitutional, statutory or charter debt limitation.

This bond is not valid or obligatory for any purpose until the Transfer Agent’s Certificate
of Authentication on this bond has been executed by the Transfer Agent.
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IN WITNESS WHEREOF, the City of Detroit by authority of its City Council, has
caused this bond to be signed for and on its behalf and in its name by the manual or facsimile
signature of the Mayor of the City and the manual or facsimile signature of its Finance Director
and the official seal of the City to be impressed hereon, all as of the Date of Original Issue.

CITY OF DETROIT
County of Wayne
State of Michigan

By

Its Mayor

(SEAL)

Its Finance Director
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Certificate of Authentication

This bond is one of the bonds described in the within-mentioned resolution.

. Michigan

Transfer Agent

By

[ts: Authorized Signature

Date of Authentication: L2018




Section 309. Form of Refunding Bonds. The Refunding Bonds shall be in substantially
the following form with such insertions, omissions, substitutions and other variations as shall not
be inconsistent with this Resolution or permitted by the Sale Order or as approved by an
Authorized Officer and Bond Counsel:




[Form of Refunding Bond]

[TO BE REVISED [F REFUNDING BONDS NOT ISSUED TO MFA]

United States of America

State of Michigan
County of Wayne
CITY OF DETROIT
FINANCIAL RECOVERY REFUNDING BOND
SERIES 20

REGISTERED OWNER: ' |
PRINCIPAL AMOUNT: Dollars ($__ ,000)
DATE OF ORIGINAL ISSUE: , 20

The CITY OF DETROIT, County of Wayne, State of Michigan (the "City"), for value
received, hereby promises to pay to the Michigan Finance Authority (the "MFA"), or registered
assigns, the Principal Amount shown above, in lawful money of the United States of America,
unless prepaid prior thereto as hereinafter provided. Capitalized terms used herein, but not

dcfined herein, shall have the meanings ascribed to them in the Resolution, as hereinafter
defined.

The Principal Amount shall be payable on the dates and in the annual principal
installment amounts set forth in Schedule A attached hereto and made a part hereof, or if a
portion of the Principal Amount is prepaid as provided below, with interest on said principal
installments from the [Date of Original Issue] shown above, until paid at the rate [of interest as
set forth on the attached Schedule A] [of percent ( %) per annum]. Interest is
first payable on 1,20 , and semiannually thereafter on the first day of
and of each year thereafter, and in the amounts, as set forth on Schedule A.

Notwithstanding any other provision of this bond, as long as the MFA is the owner of this
bond, (a) this bond is payable as to principal, premium, if any, and interest at the corporate trust
office of U.S. Bank National Association, Lansing, Michigan, or at such other place as shall be
designated in writing to the City by the MFA (the "MFA’s Depository"); (b) the City agrees that
it will cause the Trustee to deposit with the MFA's Depository payments of the principal of,
premium, if any, and interest on this bond in immediately available funds at least five business
days prior to the date on which any such payment is due, whether by maturity, redemption or
otherwise; and (c) written notice of any redemption of this bond shall be given by the City and
received by the MFA's Depository at least 40 days prior to the date on which such redemption is
to be made.



Additional Interest

In the event of a default in the payment of principal or interest hereon when due, whether
at maturity, by redemption or otherwise, the amount of such default shall bear interest (the
"additional interest") at a rate equal to the rate of interest which is two percent above the MFA's
cost of providing funds (as determined by the MFA) to make payment on the bonds of the MFA
issued to provide funds to purchase this bond, but in no event in excess of the maximum rate of
interest permitted by law. The additional interest shall continue to accrue until the MFA has
been fully reimbursed for all costs incurred by the MFA (as determined by the MFA) as a
consequence of the City's default. Such additional interest shall be payable on the interest
payment date following demand of the MFA. In the event that (for reasons other than the default
in the payment of any municipal obligation purchased by the MFA) the investment of amounts in
the reserve account established by the MFA for the bonds of the MFA issued to provide funds to
purchase this bond fails to provide sufficient available funds (together with any other funds
which may be made available for such purpose) to pay the interest on outstanding bonds of the
MFA issued to fund such account, the City shall and hereby agrees to pay on demand only the
City's pro rata share (as determined by the MFA) of such deficiency as additional interest on this
bond.

This bond is a single, fully-registered, non-convertible bond in the principal sum of
$ ,000, issued pursuant to and in accordance with Act 80, Public Acts of Michigan, 1981, as
amended, and Act 279, Public Acts of Michigan, 1909, as amended, Act 227, Public Acts of
Michigan, 1985, as amended (“Act 227”) and pursuant to and in accordance with a Resolution
duly adopted by the City Council of the City on , 2018 and a Sale Order of the
Authorized Officer of the City issued on . (together, the “Resolution™). The Bonds
are issued for the purpose of refunding [a portion of] the City’s outstanding Financial Recovery
Bonds, Series 2014[_].

[Optional and/or Mandatory Redemption provisions, as applicable]

Security

This Bond is payable out of the City’s Debt Retirement Fund for this issue (which will be
held by the Trustee), and the City is obligated to levy annually ad valorem taxes to provide for
the payment of the principal of and interest on the bonds of this issue as they mature on all
taxable property in the City, subject to applicable constitutional, statutory and Charter tax rate
limitations.

[Additional Security provisions as applicable]

This bond is transferable only upon the registration books of the City by the Registered
Owner of record in person, or by the registered owner's attorney duly authorized in writing, upon
the surrender of this bond together with a written instrument of transfer satisfactory to the City
duly executed by the Registered Owner or the Registered Owner's attorney duly authorized in
writing, and thereupon a new registered bond or bonds in the same aggregate principal amount
and of the same maturity shall be issued to the transferee in exchange therefor as provided in the
resolution authorizing this bond and upon the payment of the charges, if any, therein prescribed.



It is hereby certified and recited that all acts, conditions and things required by law to be
done, precedent to and in the issuance of this bond and the series of bonds of which this is one,
exist and have been done and performed in regular and due form and time as required by law,
and that the total indebtedness of the City, including this bond and the series of bonds of which
this is one, does not exceed any constitutional, statutory or charter debt limitation.

IN WITNESS WHEREQOF, the City of Detroit by authority of its Mayor, has caused this
bond to be signed for and on its behalf and in its name by the manual or facsimile signature of
the Mayor of the City and the manual or facsimile signature of its Finance Director and the
official seal of the City to be impressed hereon, all as of the Date of Original Issue.

CITY OF DETROIT
County of Wayne
State of Michigan

By

Its Mayor
(SEAL)

By

Its Finance Director
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SCHEDULE A

Debt Service Payment Schedule



Section 310. The MFA’s Depository. Notwithstanding any other provision herein to the
contrary, as long as the MFA is the owner of the Refunding Bonds, the Refunding Bonds are
payable as to principal, premium, if any, and interest at the corporate trust office of U.S. Bank
National Association, Detroit, Michigan, or such other qualified bank or financial institution as
shall be designated in writing to the City by the MFA (the "MFA’s Depository"). The City will
deposit, or cause the Trustee, to deposit with the MFA's Depository payments of the principal of,
premium, if any, and interest on the Refunding Bonds in immediately available funds at least
five business days prior to the date on which any such payment is due whether by maturity,
redemption or otherwise. Written notice of any redemption of the Refunding Bonds shall be
given by the City and received by the MFA's Depository at least 40 days prior to the date on
which such redemption is to be made.

Section311. Sale of Refunding Bonds to Underwriters or Direct Purchaser.
Notwithstanding the provisions of this Resolution setting forth the conditions and requirements
of a sale of the Refunding Bonds to the MFA, any series of Refunding Bonds may, if deemed
appropriate by an Authorized Officer, be sold to (i) the Underwriters pursuant to a bond purchase
agreement or (ii) a bank or other financial institution qualified by law to purchase and take
delivery of such Refunding Bonds for its own investment, pursuant to a purchase contract, in
which case (A) such purchaser shall deliver an investor letter in a form acceptable to an
Authorized Officer and (B) the City’s obligations hereunder relating to the Preliminary Official
Statement, Official Statement and Undertaking shall not apply.

Section 312.  Act 279 Approvals of the Refunding Bonds. The Refunding Bonds shall
neither be issued nor delivered unless and only so long as the issuance of the Refunding Bonds
as provided herein shall have been authorized and approved by the Board and the State Treasurer
in accordance with Section 36a of Act 279.

ARTICLE IV
SPECIAL COVENANTS

Section 401. Tax Exemption Covenant for Tax-Exempt Bonds. The City covenants that
it will not take any action, or fail to take any action required to be taken, if taking such action or
failing to take such action would adversely affect the general exclusion from gross income of
interest on any Tax-Exempt Bonds, from federal income taxation under the Code.

Section 402. Arbitrage Covenant. (a) The City will not directly or indirectly (1) use or
permit the use of any proceeds of any Tax-Exempt Bonds or other funds of the City or (2) take or
omit to take any action required by Section 148(a) of the Code in order to maintain the exclusion
from gross income of the interest on any Tax-Exempt Bonds for federal income tax purposes.
To that end, the City will comply with all requirements of Section 148 of the Code to the extent
applicable to the Bonds and the requirements set forth in the Non-Arbitrage and Tax Compliance
Certificate of the City.

(b) Without limiting the generality of subsection (a), above, the City agrees that there
shall be paid by the City from time to time all amounts, if any, required to be rebated to the



United States pursuant to Section 148(f) of the Code. This covenant shall survive payment in
full or defeasance of the Tax-Exempt Bonds.

(c) Notwithstanding any provision of this Section, if the City obtains an opinion of
Bond Counsel to the effect that any action required under this Section is no longer required, or
that some further action is required, to maintain the exclusion from gross income of the interest
of any Tax-Exempt Bonds for federal income tax purposes pursuant to Section 103 of the Code,
the City may conclusively rely on such opinion in complying with the provisions hereof.

ARTICLE V
UTGO BONDS FUNDS AND ACCOUNTS; DISPOSITION OF UTGO BOND
PROCEEDS

Section 501. Establishment of Accounts and Funds. The City hereby establishes and
creates the following special, separate and segregated accounts and funds which shall be held for
and on behalf of the City by a bank or banks or other financial institution which an Authorized
Officer or City’s Deputy Chief Financial Officer-Treasurer designates as depository or trustee of
the City:

A. UTGO Debt Retirement Fund;
B. UTGO Bond Issuance Fund; and
C. Construction Fund.

Each Authorized Officer is hereby authorized to establish such accounts, subaccounts or
funds as shall be required for the UTGO Bonds, if any, to accommodate the requirements of such
series of UTGO Bonds, including, but not limited to, such accounts, subaccounts or funds
necessary to facilitate the allocation and use of bond proceeds to finance the Projects or the
purchase and payment of variable rate bonds. Each Authorized Officer is hereby authorized to
allocate any net original issue premium, if any, received upon the sale of the UTGO Bonds to
such accounts and in such amounts as permitted by applicable law and the Code.

Section 502. UTGO Debt Retirement Fund . From the proceeds of the sale of the UTGO
Bonds there shall be set aside in the UTGO Debt Retirement Fund the accrued interest, if any,
received from the purchasers of the UTGO Bonds at the time of delivery of the UTGO Bonds,
together with capitalized interest. Proceeds of all taxes levied pursuant to Section 301 hereof and
any amounts transferred from the Construction Fund under Section 504 hereof shall be used to
pay the principal of and interest on the UTGO Bonds when due. The foregoing amounts shall be
placed in the UTGO Debt Retirement Fund, and so long as the principal of or interest on the
UTGO Bonds shall remain unpaid, no moneys shall be withdrawn from the UTGO Debt
Retirement Fund except to pay such principal and interest. Any amounts remaining in the
UTGO Debt Retirement Fund after payment in full of the UTGO Bonds shall be retained by the
City to be used for any lawful purpose.

Section 503. UTGO Bond Issuance Fund. From the proceeds of the UTGO Bonds there
shall be set aside in the Bond Issuance Fund a sum sufficient to pay the costs of issuance of the
UTGO Bonds. Moneys in the Bond Issuance Fund shall be used solely to pay expenses of
issuance of the related series of UTGO Bonds. Any amounts remaining in the Bond Issuance
Fund after payment of issuance expenses shall be transferred to the Construction Fund. The
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UTGO Sale Order for each series of UTGO Bonds shall set forth the allocation of proceeds of
the UTGO Bonds set aside in the Bond Issuance Fund among the applicable 2004 Ballot
Proposals and 2009 Ballot Proposals.

Section 504. Construction Fund. (a) After making the deposits required by Sections 502
and 503, the proceeds of the UTGO Bonds shall be deposited into the Construction Fund in a
manner that provides for the tracking of the allocation of proceeds of the UTGO Bonds among
Ballot Proposals corresponding to the applicable Projects.

(b) Except for investment pending disbursement and as hereinafter provided, moneys
in the Construction Fund shall be used by the City solely and only to pay the costs of the Projects
as such costs become due and payable, capitalized interest, if necessary, and, if necessary and
upon the advice of Bond Counsel, moneys in either Construction Fund shall be used by the City
to rebate arbitrage earnings earned on moneys deposited in the related Construction Fund, if any,
to the United States Department of Treasury as required by the Code.

(c) Each Authorized Officer is hereby authorized to expend money from the
Construction Fund and the accounts thereof established hereunder, for costs of the related Voter
Authorized Purposes, including reimbursement to the City for moneys previously expended on
the Projects, to the extent reimbursement for such expenditures has been properly induced by
resolution of the City Council in accordance with the Code, if required.

(d) Gross proceeds or disposition proceeds, as defined in the regulations under Code
Sections 141 and 148, respectively, resulting from any sale of any portion of the Projects
financed with the proceeds of Tax-Exempt Bonds shall be deposited in separate accounts
established in the Construction Fund and used in the discretion of an Authorized Officer to pay
additional costs of such Projects or transferred to the Debl Retirement Fund and used o pay the
principal of or interest on the Bonds. An Authorized Officer shall assure that such gross
proceeds or disposition proceeds are invested and expended in accordance with the requirements
specified in Section 505 hereof and in the Non-Arbitrage and Tax Compliance Certificate.

(e) Upon payment of all costs of the Projects, any balance in the Construction Fund
shall be transferred to the UTGO Debt Retirement Fund or used in any other manner which in
the opinion of nationally recognized bond counsel is permitted by law and which in the case of
such balance allocable to Tax-Exempt Bonds will not cause the interest on any Tax-Exempt
Bonds to become includible in gross income for federal income tax purposes.

Section 505. Investment of Monies in the UTGO Bonds Funds and Accounts. (a) An
Authorized Officer shall direct the investment of monies on deposit in the Funds and Accounts
established hereunder.

(b) Monies on deposit in the funds and accounts established under this Article V may
be invested in such investments and to the extent permitted by applicable law.



ARTICLE VI
REFUNDING BONDS FUNDS AND ACCOUNTS; DISPOSITION OF REFUNDING
BOND PROCEEDS

Section 601. Establishment of Accounts and Funds. (a) Each Authorized Officer is
hereby authorized to establish such accounts, subaccounts or other funds as shall be required for
the Refunding Bonds, including but not limited to:

A. Refunding Bonds Debt Retirement Fund;
B. Refunding Bond Issuance Fund; and
C. Repurchase Escrow Fund.

Each Authorized Officer is hereby authorized to establish such accounts, subaccounts or
funds as shall be required for the repurchase of the Repurchased Bonds and the issuance and
delivery of the Refunding Bonds, if any, to accommodate the requirements of such series of
Refunding Bonds, including, but not limited to, such accounts, subaccounts or funds necessary to
facilitate the purchase and payment of variable rate bonds. Each Authorized Officer is hereby
authorized to allocate any net original issue premium, if any, received upon the sale of the
Refunding Bonds to such accounts and in such amounts as permitted by applicable law.

Section 602. Refunding Bonds Debt Retirement Fund . From the proceeds of the sale of
the Refunding Bonds there shall be set aside in the Refunding Bonds Debt Retirement Fund the
accrued interest, if any, received from the purchaser of the Refunding Bonds at the time of sale
and delivery of the Refunding Bonds. Any general funds of the City and proceeds of all taxes
levied pursuant to Section 302 hereof deposited in the Refunding Bonds Debt Retirement Fund,
monies constituting Additional Security, and any amounts transferred from the Repurchase
Escrow Fund under Section 604 hereof shall be used to pay the principal of and interest on the
Refunding Bonds when due. The foregoing amounts shall be placed in the Debt Retirement
Fund and held in trust by the Trustee, and so long as the principal of or interest on the Bonds
shall remain unpaid, no moneys shall be withdrawn from the Debt Retirement Fund except to
pay such principal and interest. Any amounts remaining in the Debt Retirement Fund after
payment in full of the Refunding Bonds shall be retained by the City to be used for any lawful

purpose.

Section 603. Refunding Bond [ssuance Fund. From the proceeds of the Refunding
Bonds there shall be set aside in the Bond Issuance Fund a sum sufficient to pay the costs of
issuance of the Refunding Bonds. Moneys in the Refunding Bond Issuance Fund shall be used
solely to pay expenses of issuance of the Refunding Bonds. Any amounts remaining in the
Refunding Bond Issuance Fund after payment of issuance expenses shall be transferred to the
Refunding Bonds Debt Retirement Fund.

Section 604. Repurchase Escrow Fund. If the repurchase of the Repurchased Bonds
necessitates the establishment of an escrow fund, then after making the deposits required by
Sections 602 and 603, there shall be deposited from the remainder of the proceeds of the sale of
the Refunding Bonds and any moneys transferred by the City at the time of delivery of the Bonds
from the debt retirement funds for the Repurchased Bonds, into the Repurchase Escrow Fund
(which shall be maintained in cash or invested in direct obligations of or obligations guaranteed
by the United States of America, not redeemable at the option of the issuer), an amount, as
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hereinafter described, sufficient to pay the principal of and interest on the Repurchased Bonds as
they become due and, except as otherwise herein provided, shall be used only for such purposes.
The Repurchase Escrow Fund shall be irrevocably held by U.S. Bank National Association,
Detroit, Michigan as repurchase escrow trustee (the “Repurchase Escrow Trustee™) in trust
pursuant to a repurchase escrow deposit agreement between the City and the Repurchase Escrow
Trustee (the “Repurchase Escrow Agreement”), which Repurchase Escrow Agreement shall
irrevocably direct the Repurchase Escrow Trustee to take all necessary steps to pay the principal
of and interest on the Repurchased Bonds when due and to provide for the City’s repurchase of
the Repurchased Bonds in whole or in part, as and when specified in the Repurchase Escrow
Agreement. The amounts, including the investments thereof, held in the Repurchase Escrow
Fund shall be such that the cash and investments and income received thereon will be sufficient,
without any reinvestment, to pay the purchase price of the Repurchased Bonds as required by
this Section. Any balance remaining in the Repurchase Escrow Fund after payment in full of the
purchase price of the Repurchased Bonds shall be transferred to the Refunding Bonds Debt
Retirement Fund.

The Repurchase Escrow Trustee means and includes any company into which the
Repurchase Escrow Trustee may be merged or converted or with which it may be consolidated
or any company resulting from any merger, conversion or consolidation to which it shall be a
party or any company to which the Repurchase Escrow Trustee may sell or transfer all or
substantially all of its corporate trust business, provided such company shall be a trust company
or bank which is qualified to be a successor to the Repurchase Escrow Trustee as determined by
an Authorized Officer, shall be authorized by law to perform all the duties imposed upon it by
this Resolution, shall be the successor to the Repurchase Escrow Trustee without the execution
or filing of any paper or the performance of any further act, anything herein to the contrary
notwithstanding.

The Council hereby authorizes each Authorized Officer to approve the form of and to
execute the Repurchase Escrow Agreement with the Repurchase Escrow Trustee for and on
behalf of the City.

Section 605. Investment of Monies in the Refunding Bonds Funds and Accounts. (a) An
Authorized Officer shall direct the investment of monies on deposit in the Funds and Accounts
established hereunder, and the Transfer Agent and the Repurchase Escrow Trustee, upon written
direction or upon oral direction promptly confirmed in writing an Authorized Officer, shall use
its best efforts to invest monies on deposit in the Funds and Accounts in accordance with such
direction.

(b) Monies on deposit in the funds and accounts established under this Article VI
may be invested in such investments and to the extent permitted by applicable law.

ARTICLE VII
REPURCHASE OF THE PRIOR BONDS

Section 701. Method of Repurchase. Each Authorized Officer is hereby authorized to
effect the repurchase of the outstanding Prior Bonds by means of one or more tenders, direct or
indirect open market repurchases, exchanges of debt (including but not limited to exchanges
involving some or all of the Bonds), other means of repurchase or any combination of the
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foregoing. The repurchase of the outstanding Prior Bonds may be accomplished using the
proceeds of the Refunding Bonds, funds on hand of the City, or both, in the discretion of an
Authorized Officer.

Section 702. Authorization to Enter into Repurchase Agreement: Approval of Initial
Repurchase Agent. In connection with the repurchase of all or any portion of the outstanding
Prior Bonds, the Mayor and Chief Financial Officer are authorized to enter into one or more
Repurchase Agreements with the Underwriters, which are hereby approved to serve collectively
as the Repurchase Agent under the Repurchase Agreement for the initial repurchase of the
Repurchased Bonds. Each Authorized Officer is to take all actions necessary to carry out the
obligations of the City thereunder. The authorization to enter into the Repurchase Agreement
and approval of the Repurchase Agreement shall not be construed to limit in any way the ability
of the City to enter into subsequent or contemporancous agreements with other parties related to
the repurchase of any of the outstanding Prior Bonds.

Section 703. Authorization of Actions in Connection with Repurchase. Each Authorized
Officer is hereby authorized to (i) approve and deliver any and all notices, solicitations and
disclosures (including but not limited to invitations to tender and related information statements),
(i) negotiate, execute and deliver any and all agreements, (iii) file any and all documents with
state or federal agencies, (iv) seek any and all approvals and (iv) take all other actions necessary
or appropriate to accomplish the repurchase of the Repurchased Bonds as contemplated by this
Article VIIL

ARTICLE VIII
DEFEASANCE

Section 801. Defeasance. Bonds shall be deemed to be paid in full upon the deposit in
trust of cash or direct obligations of, or obligations the principal of and interest on which are
unconditionally guaranteed by, the United States of America, or any combination thereof, not
redeemable at the option of the issuer thereof, the principal and interest payments upon which,
without reinvestment thereof, will come due at such times and in such amounts, as to be fully
sufficient to pay when due, the principal of such Bonds and interest to accrue thereon, as
confirmed by a verification report prepared by an independent certified public accountant. Such
cash and securities representing such obligations shall be deposited with a bank or trust company
and held for the exclusive benefit of the Owners of such Bonds. After such deposit, such Bonds
shall no longer be entitled to the benefits of this Resolution (except for any rights of transfer or
exchange of Bonds as therein or herein provided for) and shall be payable solely from the funds
deposited for such purpose and investment eamings, if any, thereon, and the lien of this
Resolution for the benefit of such Bonds shall be discharged.

ARTICLE IX
REIMBURSEMENT PROVISIONS

Section 901, Advancement of Costs of the Projects. The City may advance certain costs
of the Projects from the City’s general fund prior to the issuance of the UTGO Bonds. The City
intends to reimburse itself for any costs of the Projects paid or incurred by the City prior to the
issuance of the UTGO Bonds with proceeds of the UTGO Bonds. The Internal Revenue Service
has issued Treasury Regulation Section 1.150-2 pursuant to the Code, governing proceeds of tax-
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exempt bonds used for reimbursement, pursuant to which the City must declare official intent to
reimburse expenditures with bond proceeds as provided in Section 902 below.

Section 902. Reimbursement Declarations. The City makes the following declarations
for the purpose of complying with the reimbursement rules of Treas. Reg. Section 1.150-2
pursuant to the Code:

(a) The City reasonably expects to reimburse itself with proceeds of the Bonds for
certain costs of the Projects which were paid or will be paid from funds of the City subsequent to
sixty (60) days prior to the date hereof.

(b) The maximum principal amount of debt expected to be issued for the Projects,
including issuance costs, is $255,000,000.

(© A reimbursement allocation of the capital expenditures described above with the
proceeds of the UTGO Bonds will occur not later than 18 months after the later of (i) the date on
which the expenditure is paid, or (ii) the date the Projects are placed in service or abandoned, but
in no event more than three (3) years after the original expenditure is paid. A reimbursement
allocation is an allocation in writing that evidences the City’s use of the proceeds of the Bonds to
reimburse the City for a capital expenditure made pursuant to this resolution.

ARTICLE X
OTHER PROVISIONS OF GENERAL APPLICATION

Section 1001. Credit Enhancement. There is hereby authorized to be obtained a
Municipal Bond Insurance Policy or other credit enhancement or a combination thereof to secure
the payment of all or part of the Bonds, if, and provided that, it shall be determined by an
Authorized Officer that such cost of such Municipal Bond Insurance Policy or other credit
enhancement or a combination thereof is less than the interest rate savings therefrom or
otherwise that it is in the best interest of the City. In the event a commitment for a Municipal
Bond Insurance Policy is obtained or a commitment for other credit enhancement is obtained,
each Authorized Officer is hereby authorized to approve the terms, perform such acts and
execute such instruments that shall be required, necessary or desirable to effectuate the terms of
such commitment and the transactions described therein and in this Resolution and the Sale
Order provided that such terms are not materially adverse to the City.

Section 1002. Approval of Other Documents and Actions; Treasury Approval. The
Authorized Officers, the City Clerk and any other officers or employees of the City are hereby
authorized and directed on behalf of the City to take any and all other actions, perform any and
all acts and execute any and all documents that shall be required, necessary or desirable to
implement this Resolution, including amending the Fiscal Year 2018-2019 budget by decreasing
appropriation 20507 CoD Capital Projects 2019 by $13,099,618 and increasing appropriation
20253 Blight Remediation by $13,099,618 due to the fact that a portion of the Projects were
previously funded with appropriation 20507 CoD Capital Projects 2019. The Bonds shall neither
be sold nor issued unless and only so long as the issuance of the Bonds as provided herein shall
have been authorized and approved in accordance with the applicable provisions of Act 34 and
Act 279.




Each Authorized Officer is hereby authorized to file applications with and to pay the
related fees, if any, to the Michigan Department of Treasury (the “Department”) at his discretion
under Act 34 for an Order or Orders of Approval to issue all or a portion of the Bonds; to file
applications with the Department for a waiver of the refunding bonds savings requirement and a
waiver of the investment grade rating requirement; to enter into a supplement to or amendment
of that certain Debt Millage Deposit Escrow Agreement between itself and U.S. Bank National
Association, as escrow trustee, dated August 11, 2016, and to enter into one or more dealer-
manager agreements, remarketing agreements, indentures, letters of credit and reimbursement
agreements, agreements for the pledge and intercept of Distributable State Aid, and such waivers
or other Treasury approvals as necessary to implement the sale, delivery and security for the
Bonds, and as required by the Michigan Department of Treasury and Act 34. Each Authorized
Officer is hereby authorized to pay any post-closing filing fees required by Act 34 to the
Michigan Department of Treasury or other specified agency, as a cost of issuance or from other
legally available funds.

Section 1003. Continuing Disclosure Undertaking. The City shall enter into a continuing
disclosure undertaking pursuant to Rule 15¢2-12 promulgated by the Securities and Exchange
Commission (the “Rule”) for the benefit of the holders and beneficial owners of the Bonds (or, in
the case of the Refunding Bonds, holders and beneficial owners of the MFA Bonds) as to which
the Rule is applicable, as more specifically set forth in Exhibit B hereto (the “Undertaking”);
provided, however, that the terms of the Undertaking are subject to completion and modification
prior to delivery of the Bonds to such extent as an Authorized Officer shall deem necessary to
comply with law or market requirements of the Underwriters. Each Authorized Officer is hereby
authorized to execute and deliver the Undertaking after completion and modification as provided
in this Resolution and the Sale Order.

Section 1004. Deleeation to Authorized Officers. (a) Prior to the sale date or dates for
the Bonds, an Authorized Officer shall cause the preparation and approve the form and
distribution of necessary City disclosure for any Preliminary Official Statement or Official
Statement and other offering materials to be used in conjunction with the sale or offering of the
Bonds, and an Authorized Officer shall deem the City’s disclosure “final” for purposes of Rule
15¢2-12 of the Securities and Exchange Commission. An Authorized Officer shall also make
such information available to the Repurchase Agent for use in solicitation materials in
connection with the repurchase of the Repurchased Bonds.

(b) Pursuant to the authority of Section 315(1)(d) of Act 34, each Authorized Officer
is hereby authorized to make the following determinations with respect to the Bonds within the
parameters of this Resolution: (i) to determine the principal amounts of the Bonds to be issued on
a fixed or variable interest rate basis and tax exempt or taxable basis; (ii) to determine the
interest rate provisions, tender and other requirements for Bonds issued on a variable rate basis;
(iii) to determine and allocate the amount of proceeds of the UTGO Bonds to the various
Projects; (iv) to negotiate the terms for the sale of the Bonds to the Underwriters or MFA, as
applicable; (v) to cause the Preliminary Official Statement and the final Official Statement for
the Bonds to be prepared and circulated; (vi) to file an application or applications to the
Department for prior approval to issue the Bonds, to file an application with the Department for a
waiver of the refunding bonds savings requirement, to file an application with the Department
for a waiver of the ratings requirement and to make such other filings with and to pay any post
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issuance fees to the Department as required by Act 34; (vii) to request approval from the
Treasurer of the State and the Emergency Loan Board established under Act 243, Public Acts of
Michigan, 1980, as amended; and (viii) to take such other actions and make such other
determinations as may be necessary to accomplish the sale and delivery of the Bonds and the
transactions contemplated by this Resolution, as shall be confirmed in the Sale Order.

(c) Each Authorized Officer is hereby authorized to do and perform any and all acts
and things with respect to the Bonds which are necessary and appropriate to carry into effect,
consistent with this Resolution, the authorizations therein and herein contained, including
without limitation, the securing of ratings by bond rating agencies, if cost effective, the
negotiation for and acquisition of bond insurance and/or other credit enhancement, if any, to
further secure the Bonds or any portions thereof, the acquisition of an irrevocable surety bond to
fulfill the City’s obligation to fund any reserve account, the printing of the Bonds and the
incurring and paying of reasonable fees, costs and expenses incidental to the foregoing and other
costs of 1ssuance of the Bonds including, but not limited to fees and expenses of bond counsel,
financial advisors, accountants and others, from Bond proceeds or other available funds, for and
on behalf of the City.

(d) Except as otherwise provided herein, all determinations and decisions of an
Authorized Officer with respect to the issuance and sale of the Bonds as permitted or required by
this Resolution shall be confirmed in a Sale Order or Sale Orders, and such confirmations shall
constitute determinations that any conditions precedent to such determinations and decisions of
any Authorized Officer have been fulfilled.

Section 1005. Approving Legal Opinions with Respect to the Bonds. Sale of the Bonds
shall be conditioned upon receiving, at the time of delivery, the approving opinion of Bond
Counsel, approving legality of the Bonds and, with respect to Bonds determined by an
Authorized Officer to be issued on a tax-exempt basis, the exclusion from gross income of the
interest paid thereon from federal and State income taxation only.

Section 1006. Negotiated Sale: Award. (a) Pursuant to Section 309(1) of Act 34 the
Council determines to sell the Bonds at a negotiated sale. The UTGO Bonds shall be sold by
negotiated sale to the Underwriters pursuant to a Bond Purchase Agreement, at prices and on
terms and conditions provided in the Bond Purchase Agreement approved by an Authorized
Officer within the parameters established hereby, and confirmed in the Sale Order. Except as
provided in Section 311, the Refunding Bonds shall be sold by negotiated sale to the MFA, all as
determined by an Authorized Officer in the applicable Purchase Contract, at prices and on terms
and conditions provided in the Purchase Contract approved by an Authorized Officer within the
parameters established hereby, and confirmed in the Sale Order delivered in connection with
such series of Bonds.

The reasons for choosing a negotiated sale instead of a competitive sale include the belief
of Council based on recommendation of the Chief Financial Officer that a negotiated sale will
allow the Bonds to be offered to investors in the most efficient manner possible while also
allowing sufficient flexibility to adjust to market structuring and timing demands in order to
result in the lowest possible borrowing costs for the City.
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Section 1007. Delivery of Bonds. Subject to the provisions of the Sale Order, each
Authorized Officer is hereby authorized to deliver the Bonds to the Underwriters or MFA, as
applicable, upon receiving the purchase price therefor in lawful money of the United States.

Section 1008. Official Statement. Each Authorized Officer is hereby authorized to
execute the Official Statement or other offering materials with respect to the Bonds in the form
approved by him with such changes as an Authorized Officer may authorize. Such Official
Statement or other offering materials to be used in conjunction with the sale or offering of the
Bonds are hereby authorized to be printed and used by the Underwriters in connection with the
sale of the Bonds (or the MFA Bonds) to the public. Circulation of the Preliminary Official
Statement, if any, or other preliminary offering materials by the Underwriters is hereby
approved.

Section 1009. Appointment of Bond Counsel: Engagement of Other Parties. The
appointment of the law firm of Miller, Canfield, Paddock and Stone, P.L.C. of Detroit, Michigan,
as Bond Counsel for the Bonds is hereby ratified and confirmed, notwithstanding the periodic
representation by Miller, Canfield, Paddock and Stone, P.L.C., in unrelated matters of other
parties and potential parties to the issuance of the Bonds. The fees and expenses of Miller,
Canfield, Paddock and Stone, P.L.C. as Bond Counsel and other accumulated bond related fees
and expenses shall be payable as a cost of issuance from proceeds of the Bonds or other available
funds in accordance with the letter of such firm on file with the City.

Each Authorized Officer is hereby authorized to engage other consultants, financial
advisors, or other parties as he deems necessary and appropriate in connection with the sale,
issuance and delivery of the Bonds and to pay the fees and expenses thereof from the proceeds of
the Bonds or other available funds.

Section 1010. No Recourse Under Resolution. All covenants, agreements and
obligations of the City contained in this Resolution shall be deemed to be the covenants,
agreements and obligations of the City and not of any councilperson, member, officer or
employee of the City in his or her individual capacity, and no recourse shall be had for the
payment of the principal of or interest on the Bonds or for any claim based thereon or on this
Resolution against any councilperson, member, officer or employee of the City or any person
executing the Bonds in his or her official individual capacity.

Section 1011. Severability. If any one or more sections, clauses or provisions of this
Resolution shall be determined by a court of competent jurisdiction to be invalid or ineffective
for any reason, such determination shall in no way affect the validity and effectiveness of the
remaining sections, clauses and provisions hereof.

Section 1012, Cover Page. Table of Contents and Article and Section Headings. The
cover page, table of contents and Article and Section headings hereof are solely for convenience
of reference and do not constitute a part of this Resolution, and none of them shall affect its
meaning, construction or effect.

Section 1013. Conflict. All resolutions or parts of resolutions or other proceedings of the
City in conflict herewith shall be and the same hereby are repealed insofar as such conflict exists.
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Section 1014. Governing Law and Jurisdiction. This Resolution shall be governed by
and construed in accordance with the laws of the State.

Section 1015. Resolution and Sale Order are a Contract. The provisions of this
Resolution and the Sale Order shall constitute a contract between the City, the Bondholders
(including in the case of MFA Bonds, the MFA), and the Bond Insurer, if any.

Section 1016. Effective Date. This Resolution shall take effect immediately upon its
adoption by the Council.
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EXHIBIT A
PROJECTS
(Listed by applicable Ballot Proposals)

Recreation (2004 Proposal R: 2009 Propoesal C)

e Improvements to catalytic parks, CIP parks, and soccer hubs

e Joe Louis Greenway completion

e Computer replacement at recreation centers

e Recreation center capital improvements

e Belle Isle water line replacement and improvement

e  Charles H. Wright Museum roof replacement

¢ Improvements to City golf courses

e  Adams-Butzel Recreation Center

e  Northwest Activities Center

¢  Heilmann Recreation Center

e  Patton Recreation Center

e  Williams Recreation Center

e Henderson Park

e Rouge Park Horse Stables

o Tindal Recreation Center - City share (partnered with Healthy Kidz, Inc.)
e  Aretha Louise Franklin Amphitheatre and Park

e Studies for Riverside & Henderson Marinas, St. Jean Boat Launch, Hart Plaza, Spirit Plaza
e  Spirit Plaza improvements

e Library reading rooms at recreation centers

Public Safety (2009 Propesal S)
e  Public Safety vehicle purchase plan
e  Health PC Replacements
e Police PC Replacements & technology upgrades
e Fire PC Replacements
e Relocation of Fire Apparatus garage
e  Fire facilities improvements & energy efficiency upgrades
e [nventory management system
e  Public Safety IT
e Police light duty vehicles
o  Fire vehicles (light duty, apparatus, and EMS)
e Replace existing mobile clinic & expand fleet to 3
e New animal control trucks
e Teen pregnancy clinic
e Lease Elimination Plan Part 1 - 13335 Lyndon renovation
e Lease Elimination Plan Part 2 - 11631 Mt. Elliott renovation
e  Construct new armory
e 20 Atwater renovations
»  Grant match funds for camera expansion
e Expand RTCC to accommodate camera expansion
s Stand up two mini-RTCCs on east and west sides of City
e  Bulletproof vest replacements
e Unmanned aerial vehicles

Economic Development (2004 Proposal N: 2009 Proposal N)
e Land acquisition and preparation for future industrial development projects

Transportation Facilities (2004 Proposal T; 2009 Proposal T)
e (Coolidge facility rebuild
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EXHIBIT B
CONTINUING DISCLOSURE UNDERTAKING

This Continuing Disclosure Undertaking (the “Undertaking”) is executed and delivered by
the City of Detroit, County of Wayne, State of Michigan (the “City”) in connection with the issuance
of its (the “Bonds”). The City covenants and agrees for the benefit of the
Bondholders, as hereinafter defined, as follows:

(a) Definitions. The following terms used herein shall have the following meanings:

“Audited Financial Statements™ means the City’s audited financial statements prepared by an
individual or firm of independent certified public accountants as required by Act 2, Public Acts of
Michigan, 1968, as amended, which presently requires preparation in accordance with generally
accepted accounting principles.

“Bondholders” shall mean the registered owner of any Bond or any person (a) with the
power, directly or indirectly, to vote or consent with respect to, or to dispose of ownership of, any
Bond (including any person holding a Bond through a nominee, depository or other intermediary) or
(b) treated as the owner of any Bond for federal income tax purposes.

“City”" means the City of Detroit, County of Wayne, State of Michigan.

“Disclosure Representative’” means the CFO of the City or his designee, or such other officer,
employee, or agent as the City shall designate from time to time in writing.

“EMMA” shall mean the MSRB’s Electronic Municipal Market Access System.
“MSRB” means the Municipal Securities Rulemaking Board.

“Rule” means Rule 15¢2-12 promulgated by the SEC pursuant to the Securities Exchange
Act of 1934, as amended.

“SEC” means the United States Securities and Exchange Commission.

“Unaudited Financial Statements™ means the same as Audited Financial Statements, except
that they shall not have been audited by an individual or firm of independent certified public
accountants. ‘

(b) Continuing Disclosure. The City hereby agrees, in accordance with the provisions of
the Rule, to provide or cause to be provided to the MSRB through EMMA, on or before the last day
of the ninth (9") month following the end of the fiscal year of the City, commencing with the fiscal
year ended June 30, 2018, in an electronic format as prescribed by the MSRB:

(1) Certain annual financial information and operating data reasonably available to
the City in form and substance similar to the information appearing in the
sections or tables in the [Main Body and Appendix III] of the Official
Statement relating to the Bonds as described below:

[TO BE CONFORMED TO HEADINGS USED IN APPLICABLE OFFICIAL STATEMENT]

a. Historical Income Tax Rates;
b. Historical Income Tax Levies and Collections;
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Historical Income Tax Revenue;

Revenues and Expenditures of the General Fund,
Distributable State Aid;

City of Detroit Two Year Budget Summary

State Equalized Valuations and Taxable Valuations;

Tax Rates and Levies;

Tax Levies and Collections;

Ten Largest Property Taxpayers;

Legal Debt Margins Subject to State Limitations;
Statement of Direct Tax-Supported and Revenue Indebtedness;
Direct Debt;

Annual City Contributions to the Retirement Systems; and
Largest Principal Employers.

epEITRFTITER MO QD

(2) The Audited Financial Statements. Provided, however, that if the Audited Financial
Statements are not available by the date specified above, they shall be provided
when available and unaudited financial statements will be filed by such date and
the Audited Financial Statements will be filed as soon as available.

(3) Such additional financial information or operating data as may be determined by
the City and its advisors as desirable or necessary to comply with the Rule.

Such annual financial information and operating data described above are expected to be
provided directly by the City or by specific reference to other documents available to the public through
EMMA or filed with the SEC, including official statements of debt issues of the City or related public
entities.

If the fiscal year of the City is changed, the City shall send notice of such change to the MSRB
through EMMA prior to the earlier of the ending date of the fiscal year prior to such change or the ending
date of the fiscal year as changed.

©) Notice of Failure to Disclose. The City agrees to provide or cause to be provided, in
a timely manner, to the MSRB through EMMA, notice of a failure by the City to provide the Annual
Financial Information with respect to the City described in subsection (b) above on or prior to the
dates set forth in subsection (b) above.

(d) Occurrence of Events. The City agrees to provide or cause to be provided in a timely
manner to the MSRB through EMMA, notice of the occurrence of any of the following events listed
in (b)(5)(A)C) of the Rule with respect to the Bonds, if applicable, if material (each a “Material
Event”):

(1) principal and interest payment delinquencies;
2) non-payment related defaults;

3) unscheduled draws on debt service reserves reflecting financial difficulties;
4) unscheduled draws on credit enhancements reflecting financial difficulties;
(5) substitution of credit or liquidity providers, or their failure to perform;

(6) adverse tax opinions or events affecting the tax-exempt status of the Bonds;
(7) modifications to rights of holders of the Bonds;

&) Bond calls;

(9) defeasances;

(10) release, substitution, or sale of property securing repayment of the Bonds; and
(11)  rating changes;



(12)  bankruptcy, insolvency, receivership or similar event of the Issuer, which is
considered to occur when any of the following occur: the appointment of a
receiver, fiscal agent or similar officer for the Issuer in a proceeding under the
U.S. Bankruptcy Code or in any other proceeding under state or federal law in
which a court or govemmental authority has assumed jurisdiction over
substantially all of the assets or business of the Issuer, or if such jurisdiction has
been assumed by leaving the existing governing body and officials or officers in
possession but subject to the supervision and orders of a court or governmental
authority, or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority having
supervision or jurisdiction over substantially all of the assets or business of the
Issuer;

(13) the consummation of a merger, consolidation, or acquisition involving the Issuer
or the sale of all or substantially all of the assets of the Issuer, other than in the
ordinary course of business, the entry into a definitive agreement to undertake
such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms, if material; and

(14) appointment of a successor or additional trustee or the change of name of a
trustee, if material.

[FOR BONDS ISSUED ON OR AFTER FEBRUARY 27, 2019 ONLY, INSERT:

(15) incurrence of a financial obligation of the issuer or obligated person, if material,
or agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a financial obligation of the issuer or obligated person, any of
which affect security holders, if material; and

(16) default, event of acceleration, termination event, modification of terms, or other
similar events under the terms of the financial obligation of the issuer or obligated
person, any of which reflect financial difficulties.]

(e) Materiality Determined Under Federal Securities Laws. The City agrees that its
determination of whether any event listed in subsection (d) is material shall be made in accordance
with federal securities laws.

1), Termination of Reporting Obligation. The obligation of the City to provide Annual
Financial Information and notices of Material Events, as set forth above, shall be terminated if and
when the City no longer remains an “obligated person” with respect to the Bonds within the meaning
of the Rule, including upon legal defeasance of all Bonds.

(g) Benefit of Bondholders. The City agrees that its undertaking pursuant to the Rule set
forth in this Section is intended to be for the benefit of the Bondholders and shall be enforceable by
any Bondholder; provided that, the right to enforce the provisions of this Undertaking shall be
limited to a right to obtain specific enforcement of the City’s obligations hereunder and any failure
by the City to comply with the provisions of this Undertaking shall not constitute a default or an
event of default with respect to the Bonds or under the Resolution.

(h) Amendments to the Undertaking. Amendments may be made in the specific types of
information provided or the format of the presentation of such information to the extent deemed
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necessary or appropriate in the judgment of the Disclosure Representative on behalf of the City,
provided that the City agrees that any such amendment will be adopted procedurally and
substantively in a manner consistent with the Rule, including, any interpretations thereof by the SEC,
which, to the extent applicable, are incorporated herein by reference. Such interpretations currently
include the requirements that (a) the amendment may only be made in connection with a change in
circumstances that arises from a change in legal requirements, change in law, or change in the
identity, nature, or status of the City or the type of activities conducted thereby, (b) the undertaking,
as amended, would have complied with the requirements of the Rule at the time of the primary
offering of the Bonds, after taking into account any amendments or interpretations of the Rule, as
well as any change in circumstances, and (c) the amendment does not materially impair the interests
of Bondholders, as determined by parties unaffiliated with the City (such as independent legal
counsel), but such interpretations may be changed in the future. If the accounting principles to be
followed by the City in preparing the Audited Financial Statements are modified, the Annual
Financial Information for the year in which the change is made shall present a comparison between
the financial statements as prepared on the prior basis and the statements as prepared on the new
basis, and otherwise shall comply with the requirements of the Rule, in order to provide information
to investors to enable them to evaluate the ability of the City to meet its obligations. A notice of the
change in accounting principles shall be sent to the MSRB through EMMA.

(1) Additional Information. Nothing in this Undertaking shall be deemed to prevent the
City from disseminating any other information, using the means of dissemination set forth in this
Undertaking or any other means of communication, or including any other information in any Annual
Financial Information or notice of occurrence of a Material Event, in addition to that which is
required by this Undertaking.

(1) Municipal Advisory Council of the Michigan. The City shall also file by electronic or
other means any information of notice required to be filed with the MSRB through EMMA pursuant
to this Undertaking in a timely manner with the Municipal Advisory Council of Michigan.

) Governing Law. This Undertaking shall be construed and interpreted in accordance
with the laws of the State of Michigan (the “State™), and any suits and actions arising out of this
Undertaking shall be instituted in a court of competent jurisdiction in the State; provided, that to the
extent this Undertaking addresses matters of federal securities laws, including the Rule, this
Undertaking shall be construed in accordance with such federal securities laws and official
interpretations thereof.

IN WITNESS WHEREOF, the City has caused this Undertaking to be executed by its
authorized officer.

CITY OF DETROIT
County of Wayne
State of Michigan

By

Its

Dated:

3216100711 022765-00224



Attachment II

OCFO’s Presentation to City Council on UTGO Financing and LTGO Debt
Restructuring
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Attachment 111

OCFQ’s Presentation to City Council on Voter Authorization Categories, Bond
Authorization Available, Suggested Usage and Recommended Capital Projects by
Fiscal Years 2018-19 through 2022-23
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Attachment IV

LPD’s Questions Regarding the Proposed UTGO Bond Sale and LTGO Refunding
Bond Sale



October 15, 2018

Questions from the Legislative Policy Division on the Upcoming Bond Issuance

The OCFO responses are below and are noted in bold and red.

Questions on the proposed new money bonds:

About two years ago Council approved the re-appropriating of $50 million in old general
obligation bond dollars for capital projects. Have all of these bond dollars been spent or
programmed to be spent? If not, could any of the remaining dollars be used to fund any of the
capital projects on the list of capital projects that would be funded by the proceeds from the
proposed $255 million unlimited tax general obligation (UTGO)* bond sale? Yes, all of the $50m
in old GO bond dollars for capital projects has been spent or programmed to be spent.

If available, please provide a list of capital projects that have been funded from the re-
appropriating of $50 million in old general obligation bonds for capital projects. The question here
is if recent capital projects have been funded from these dollars, or will be funded by these dollars,
is there still a need do some of the capital projects on the list of capital projects that are projected
to be funded from the proposed $255 million UTGO bond sale proceeds? Attached is a list of
capital projects that have been funded from the $50m. There is no overlap with the projects
being proposed for the new UTGO bond sale.

The City has spent almost $233 miflion in exit financing/quality of life (QOL) dollars (LPD
understands there’s only about $5 million remaining in unspent QOL dollars) on various capital
projects. Similarly to the previous question, if recent capital projects have been funded from QOL
dollars, is there still a need do some of the capital projects on the list of capital projects that are
projected to be funded from the proposed $255 million UTGO bond sale proceeds? The list of
projects being proposed for the new UTGO bond sale does not overlap. Forinstance, QOL dollars
were used to purchase police scout cars. Yet, on the list of capital projects that would be funded
from the proposed $255 million UTGO bond sale proceeds, $8 million would be allocated to a
public safety vehicle purchase plan. Does the City really need to spend $8 million on this plan
when police scout cars were purchased within the last four years using QOL dollars? Has the life-
cycle on the police scout cars purchased from QOL dollars already has ended, or is about to end?
Of course, this scenario could be used for various types of capital projects. Yes, the City needs to
spend approximately $8m per year on public safety vehicles in order to meet a replacement
cycle that is consistent with best practices.

What process did the Administration use to determine the real need for the capital projects that
are on the list of capital projects that would be funded from the proposed $255 million UTGO

! Unlimited tax general obligation (UTGO) bonds are voter-authorized bonds paid off from property taxes based on
the City of Detroit’s property tax debt millage.



bond sale proceeds? Were agencies interviewed? Which steering committees were used in this
process? Is there a matrix available showing capital projects that were recently funded by old
general obligation dollars, QOL dollars, and the need for the capital projects on the list of capital
projects that would be funded from the proposed $255 million UTGO bond sale proceeds? All of
the projects first had to align with the voter approved purposes. The Administration used a
thorough process to recommend projects for the UTGO bond resolution. This included
collaboration among the OCFO, Operations, GSD, DBA, DolT, Public Safety, JET, Planning and
other operating departments. The Administration looked at a number of factors to determine
the need for funding through the UTGO bond authorization:

e Facilities ranked for highest need improvement/repair by both the operating
departments, GSD and DBA.

¢ Crime reduction initiatives that require capital investment

¢ Opportunities to leverage significant outside investment and provide a transformative
impact on neighborhoods such as park projects.

e Economic development and jobs for Detroiters.

e Return on investment opportunities such as the lease consolidations or reduction of
energy use.

« |Improvements to cultural facilities serving Detroiters.

The facilities steering committee reviewed and approved the final list of facilities projects. The
Vehicle Steering Committee has developed the FY19 vehicle replacement list and will continue
to review prioritization.

Will the upcoming Capital Agenda assume this new money UTGO bond sale? Yes.

The proposed new money UTGO bond sale is not to exceed $255 million. It is anticipated that the
actual usage would be $235.4 million, leaving almost $20 million for bond issuance cost. This
seems excessive, please explain. Specifically, what are the anticipated issuance costs (for e.g.,
legal, underwriters, bond insurance, auditing) for the proposed new money UTGO borrowing?
The approximate $20 million difference is not intended to be just bond issuance costs. Itis also
intended to provide a cushion which may also be applied to capitalized interest or original issue
discount, if appropriate, when selling the bonds. The estimated bond issuance costs are
provided below for the initial offerings:

New Money Tender/Restructuring
- Man'gt Fee $1.50/$1000 bond $0.75/$1000 bond
- Avg. Takedown  $5.04/S1000 Bond $4.25/51000 Bond
- Syndicate expenses $1.315/Bond $0.182/1000 Bond
- Tender-Manager Fec $ -0 - $1.77/$1000 Bond
- Bond Counsel Fees $204,000 $261,000
- Financial Advisor $126,500 $270,000



e Of the $235.4 million of actual usage from the proposed new money UTGO bond sale, a first series
of $109.4 million in bonds would be issued in 2018 and a second series of $126.0 million in bonds
would be issued at a later date. LPD does not recall a bond resolution authorizing the Finance
Director to issue bonds a multiple amount of times without having to come back to Council for
approval. If it is anticipated that the second series would not be issued until a later date, like a
year later, then the second series should come to Council under a separate bond resolution.
Please explain. Municipalities frequently authorize multiple series of bond under a single bond
resolution, particularly when there is a known set of projects to be financed over a period of
years, identified sources of voter authorization, and a basic set of economic parameters
established at the outset. In this case, the bonds authorized under this resolution are essentially
asingle financing, layered over a period of years and is a component of the City’s overall capital
plan. This approach is also done to ensure that the City has adequate funding to finish projects
it starts and so the City can, at closing of any series of bonds, certify that it intends to spend
85% of the proceeds within three years of issuance (a Federal tax requirement).

* Has the Administration/OCFO explore alternative sources of funding for some of the capital
projects that are a part of the list of capital projects that would be funded by proceeds from the
proposed new money UTGO bond sale? For instance, couldn’t insurance proceeds from the fire
insurance associated with the Coolidge facility be used for the rebuild of that facility and reduce
some of the anticipated $36 million capital cost for the rebuild project? Yes, the Administration
has explored alternative funding sources and the insurance proceeds are insufficient to cover
the full costs. The proceeds from the new bond sale will cover the funding gap for the Cooledge
facility.

* InSeptember 2017, a Bond Buyer article indicated “In its bankruptcy plan of adjustment the city
did not assume the need for market access in a traditional and predictable way, without added
security layers, for at least ten years. That assessment remains the same as the city approaches
the third anniversary of its exit from Chapter 9.” The article quotes John Naglick saying:
“Everything that we have been able to do since exiting bankruptcy has an attached revenue
stream to it. You secure it and bond lawyers agonize over how that will be protected in the unlikely
event of another bankruptcy because everyone has to ask the question now. Then there is a
strong intercept mechanism that goes to a trustee like U.S. Bank where the bondholders now
know this is absolutely secure.”?

Remarkably, in June 2018, a Bond Buyer article indicated “With Detroit’s budget solidly in the
black, its exit from state oversight complete, and a funding plan in place to tackle a looming hike
in pension contributions, Detroit is beginning to eye a return to the bond market on its own.
‘Achieving bond market access without the support of state aid or some other mechanism is the
next big step for the junk-rated city to signal it has come full circle from its historic 2013 Chapter

? Bond Buyer article entitled “Why Detroit still can’t access the bond market as a standalone borrower”, by Nora
Colomer, dated September 26, 2017.



9 bankruptcy filing’ said the city’s chief deputy chief financial officer and finance director, Jlohn
Naglick, Jr.”3 (Emphasis added)

The June 2018 Bond Buyer article continues, “When the city exited bankruptcy in late 2014 it had
the cash needed for capital projects from its exit financing, grant dollars, and other secured
sources to show the rating agencies it could fund capital needs, ‘but the day has to come in the
not-to-distant future where we bond for capital like any other normal government,’ Naglick said
in an interview after a panel discussion at The Bond Buyer's Midwest Municipal Market
Conference last week”.* (Emphasis added)

The June 2018 Bond Buyer article continues, “Market access on its own is eventually needed to
relieve pressure on the general fund which will be relied on to cover higher pension contributions
which begin in 2024 and a $25 million spike in debt service in 2025. ‘If we can’t bond for capital
it’s going to be a drag on the general fund because obviously in the future the general fund is
going to have to cover existing debt and pension contributions,” Naglick said. ‘We need to get
back to bonding for capital.””® (Emphasis added)

Lastly, the June 2018 continues, "'As Chicago Public Schools’ recent sale showed, there is an
appetite out there for yield even if it means buying debt that you are well aware is speculative
in nature and carries public ratings well outside of investment grade territory,’ said Tom
Schuette, a partner at Gurtin Municipal Bond Management. ‘I think investors who jump in on any
future Detroit bonds that don’t carry some sort of state intercept mechanism need to do so with
eyes wide open about the risks that those bonds carry absent a broad economic and demographic
recovery for the city.’CPS carries three junk ratings but saw strong demand in a $560 million May
deal.”® (Emphasis added)

LPD also recognizes the conundrum the City faces: the need to set aside from surpluses monies
into the Retiree Protection Trust Fund when those monies could be used for reinvestment and
service improvement for the City. In addition, as future surplus dollars shrink, the City’s ability to
fund one-time capital spending with these dollars may also lessen.

The Office of the Chief Finance Officer (OCFO) presented a document to LPD entitled “Conditions
Are Favorable for a Reintroduction of Detroit’s Credit to the Marketplace”, which echo many of
the comments in the June 2018 Bond Buyer article referenced previously. Based on this
document, LPD raises the following questions on the City’s return to the bond market on its own:

1. Why do rating agencies frown upon a City’s inability to issue new money UTGO bonds for
capital purposes? Not borrowing for capital is viewed as a sign of weakness and given the
amount of capital needs that most Cities have, depending solely on budget surplus or fund

3 Bond Buyer article entitled “How a bond market return would seal Detroit’s comeback”, by Nora Colomer, dated
June 26, 2018.

4 Ibid
¥ lbid
& Ibid



balance is not a viable long-term strategy and potentially compromises the budget process.
In addition, rating agencies are concerned that in a future recession, City revenues could
drop and deferring capital spending has long term negative consequences.

The OCFO feels the following “Strong Market Conditions” warrant the City’s return to the
bond market: 1) moderate supply in the municipal market coupled with healthy demand; 2)
credit spreads have compressed, particularly for lower rated credits; and 3) investors continue
to search for municipal bonds with yield. Although LPD is fairly convinced it is now the time
for the City to reenter the bond market given the size of the potential capital projects that is
needed, we would appreciate the City’s bond counsel and/or financial advisors elaborating
some more on the three previous points. The CFO’s recommendation takes into
consideration advice from the City’s Financial Advisor and the Underwriters; it is not Bond
Counsel’s role to provide market advice. Although the credit markets have seen a rise in
interest rates amid the general market volatility, the market still remains attractive for the
City to access. 2018 has seen strong demand amid lower supply — especially in the higher
yielding markets (which the City’s UTGO would be accessing). The City’s credit
fundamentals have improved markedly since the exit from bankruptcy, providing a strong
base from which to re-launch into the public markets. Knowing that the 10 year Plan of
Adjustment period hasn’t ended yet, and the fact that the Plan of Adjustment excludes new
money bonds for capital improvements, LPD wonders if the City would pay an exorbitant
interest rate on any new money UTGO bonds at this time. The document presented to LPD
shows the City could pay 5.50 to 6.00% on the proposed new money UTGO bonds-is that
considered an excessive interest rate range at this time in the market? The OCFO would like
to correct one point made by LPD — the document presented to LPD shows the City presently
would pay 5.50 to 6.00% on the proposed new money UTGO bond. This rate range would
not be considered excessive given the nature of the proposed UTGO offering (non-
investment grade ratings and first unenhanced offering post-bankruptcy). The interest rate
that the City will pay on these bonds will be determined on the day of pricing and will
depend on the overall investor demand for the bonds. The current [30-year] MMD
(municipal market data) AAA long term interest rate was 3.41% last week. Given that the
City is not rated AAA, the City will have to pay a significant spread above this rate. In
addition, LPD should also note that the Plan of Adjustment assumed much lower pension
contributions starting in FY2024. As a result, the City has had to fund pensions via the RPF
now in order to prepare for pension contributions beginning in FY2024 that were higher
than the Plan of Adjustment assumed. The City would have had more available funding for
capital projects if the pension contributions were not higher than what the Plan of
Adjustment assumed.

Would the interest rate associated with the new money UTGO bonds be a fixed interest rate?
Would the interest be tax-exempt? Why would it be advantageous to sell the new money
UTGO bonds on a tax exempt basis as a way to make them more marketable/attractive to
bond investors? The interest will be fixed and issued on a tax-exempt basis. Selling taxable
bonds would be costly to the City and, currently, it more economical for the City to use fund
balance for projects that would be considered taxable.



4. Why would a robust marketing program to reintroduce the City’s credit to the bond market,
led by a consortium including Goldman Sachs, Citi and Siebert {Goldman Sachs & Co. LLC,
Citigroup Global Markets Inc., and Siebert Cisneros Shank & Co. LLC, defined as the City’s
“underwriters” in the proposed bond resolution) be necessary to issue the new money UTGO
bonds? Being the City’s first foray back into the public markets on an unenhanced basis
since bankruptcy and the first unenhanced GO in a decade, a proactive marketing plan to
tell the City’s story will be important to attract the broadest interest from the investor
community. Having multiple firms market its bonds, the City’s goal is to have an expanded
outreach to municipal bond investors that are both familiar and unfamiliar with the City
since bankruptcy. For a transaction of this type, it is conventional to have more than one
firm to ensure that the City reaches the greatest possible number of potential interested
investors — including conventional investor types as well as those who may view the City as
an attractive way to meet their investment goals. The overall goal is to be oversubscribed
by obtaining more orders for the bonds than we have available to sell, thereby minimizing
the potential cost of the debt.

5. Why do the OCFQ/City’s financial advisors expect significant interest from investors on the
City’s new money UTGO bond deal? See responses above. In addition, the City’s financial
progress since bankruptcy has generated a lot of positive interest across the financial sector.

6. Is the City currently able to access the bond markets on its own without help from the
Michigan Financing Authority (MFA)? Yes.

7. Would there be a state intercept feature to make the new money UTGO bonds more
attractive to investors? A state intercept is not envisioned. Since the debt service on the
UTGO bonds will come from the dedicated debt millage collected by the City, those funds
are required by law to be sequestered and only used to pay the debt service on the UTGO
bond.

8. Will a security interest to ensure debt payment such as revenue sharing be necessary for the
issuance of the new money UTGO bonds? No, this is not anticipated. If so what is the
anticipated security source {e.g., income tax)?

9. The debt service (principal and interest) payments associated with the new money UTGO
bonds would be paid from property taxes based on the property tax debt millage and
therefore will not impact the City’s general fund. OCFO informed LPD that the issuance of the
first and second series of these bonds would raise the debt millage from the 7 mills to
approximately 9 mills. Specifically, LPD understands The City’s debt millage rate was 9.5 mills
in 2016; 8.24 mills in 2017; and 7 mills for 2018. The debt millage rate is expected to be back
up to 9.5 mills with the new borrowing. The OCFO would like to maintain UTGO borrowing
and the debt millage rate at around 9.5 mills. The City of Detroit citizen’s have already voted
to authorize the types of projects the City can issue this debt for. In addition, issuing debt is
a result of a City’s capital needs, not a desire to impose a certain debt millage rate. The



OCFO conveyed to LPD that, as a result of a City’s regular issuance for its capital needs, the
level of debt mills usually stays fairly constant. What impact would the increase in debt mills
to 9.5 mills would have on the average homeowner in the City of Detroit? The City’s debt
millage was 9.5 mills in 2016 and as a result of the City’s debt restructuring approved by
City Council, the City was able to lower the debt millage. One mill equates to $1 of tax for
each $1,000 in taxable value of the property owned by the homeowner. So, a home with
$40,000 in assessed value would result in a taxable value of $20,000. A debt millage of 9.5
mills would increase the homeowners’ annual tax bill by approximately $50.00.

10. Will the City have to pay a premium to UTGO debt, which results in less dollars for capital
projects? The City expects to pay a spread over the interest rate an ‘AAA’ rated obligation
would yield - this is already factored into our analysis of the amount that will be available
for capital projects. The higher level of interest rates (above the AAA-rated rates) does not
reduce the amount of bond proceeds available for capital projects; but does, of course,
increase the annual debt service costs.

11. Would a credit enhancement (such as letters of credit, bond insurance, cash or bond funded
reserves, or other public or private credit enhancements) be used to improve the
marketability of the new money UTGO bond sale? No.

12. If Council approves the new money UTGO bond sale, will the OCFO present to Council a
budget amendment to appropriate the bonds in the City’s FY 2019 budget and show the
impact on the four-year financial plan? The Resolution itself serves this purpose.

LPD understands that if Council approves the new money UTGO bond sale, the City in
connection with the bond sales will amend the FY 2019 budget to move approximately $13.1
million from appropriation 20507 (Capital Projects) to appropriation 20253 (Blight
remediation). Please explain the need to move more money for blight remediation. Would
this money be used for blight remediation in addition to Detroit Land Bank Authority (DLBA)
blight remediation projects? The Demo team has successfully increased the rate at which
they are demolishing residential and commercial buildings. At their current rate, the
Administration projects that the City will commit the remaining Hardest Hit Fund dollars in
2019. While that will be a significant accomplishment, the City will still have residential and
commercial structures in need of demolition. The City will need to continue to invest its
own resources in demolition at an increasing rate to continue to meet the residents’ needs.
Would this money be used for both residential and commercial blight remediation? Yes, both
commercial and residential.

e What is the projected amount of surplus the City could use for upcoming capital/infrastructure
projects? Consistent with years past, the amount that could be used for capital projects will be

determined after the City’s audit is complete and during the budget development process.

Questions on the proposed refunding (refinancing) bonds:



e The OCFO proposes to issue a refunding bond not to exceed $500 million to look at opportunities
to repurchase or refinance a portion of the outstanding City limited tax general obligation (LTGO)
bonds.” Specifically, there are $245 million in outstanding exit financing income tax bonds (LTGO),
$360 million in outstanding 1% and 3™ lien distributable state aid (DSA) bonds (LTGO) and $632
million in outstanding B notes (LTGO) that could be partially repurchased or refinanced to achieve
interest savings or restructure the repayment streams. Since the annual debt service on the LTGO
bonds spikes in FY 2025, what are some strategies the OCFO will explore to reduce this spike
through the refunding bonds? The first part of the strategy will be to repurchase bonds from
their current owners at a price attractive to the City that would generate savings. The second
part of the strategy is to then finance the required amount of money to repurchase the bond
via a new LTGO debt issue secured by Distributable State Aid (DSA), to obtain the lowest interest
rate possible. The City’s DSA backed debt is rated as investment grade by both Moody’s and
S&P. The City will apply savings in a manner that reduces this spike.

e According to CFO directive No. 2018-101-007 entitled “Debt Issuance and Management” (Debt
Policy), the aggregate new present value savings (on a refunding bond issuance) should achieve a
level of 3% or above. The Debt Policy also indicates the CFO will consider a refunding only when
one or more of the following considerations are met: 1) lower interest rates resulting in debt
service cost savings; eliminate restrictive or burdensome bond covenants; or 3) when there is a
financial benefit to the City as determined by the CFO. Please provide any information on what
the 2018 refunding bonds could achieve in aggregate new present value savings, including OCFO’s
expectation of interest rates the City can achieve on the upcoming refunding bonds. The Bond
Resolution requires a net present value savings. The OCFO would be glad to further discuss the
impact of the proposed restructuring with LPD.

e Would the refunding LTGO bonds be tax exempt or taxable bonds? Wouldn’t taxable bonds charge
a higher interest rate? If so, what would be the advantage of taxable LTGO refunding bonds? The
Internal Revenue Code requires that the bond will be taxable if repurchasing taxable bonds and
tax-exempt if repurchasing tax-exempt bonds. It is true that taxable bonds have a higher
interest rate than tax exempt bonds for a similar credit.

e Why does the OCFO feel the bond market is relatively appealing, thus making it a good time to
sell DSA refunding bonds? Please see prior responses.

e Currently, the City’s outstanding LTGO bonds mature in FY 2044. Would the OCFO extend the
maturity date beyond FY 2044 (i.e., increase the payback period of the current LTGO bonds)
through the refunding bonds? No, the plan is to not extend the term.

7 Limited tax general obligation (LTGO) bonds are non-voter bonds and paid for out of the general fund and not paid
for out of property taxes based on the property tax debt millage. LTGO bonds are generally supported by the full
faith and credit of the City. However, to make the City’s LTGO bonds more attractive to bond investors, the City has
pledged revenue streams such as distributable state aid (i.e., state revenue sharing) and income taxes as added
security to certain LTGO bonds.



Will a security interest to ensure debt payment such as revenue sharing be necessary for the
issuance of the refunding bonds? If so what is the anticipated security source (e.g., DSA, income
tax)? The Bond Resolution anticipates these bonds to be backed by DSA revenues.

Will these proposed refunding bonds be issued through the Michigan Financing Authority (MFA)?
Yes. If so, why does MFA make the proposed refunding bonds more attractive? State law
provides that bonds secured by DSA issued through the MFA have the benefit of statutory
protections and credit enhancements that are important for investors and marketing the bonds.

Would there be a state intercept feature to make the LTGO refunding bonds more attractive to
investors? The City plans to secure the LTGO refunding bonds with DSA on an intercept basis,
which adds to the security in a significant way.

What are the anticipated issuance costs (for e.g., legal, underwriters, insurance, auditing) for the
proposed LTGO refunding borrowing? Please see prior response.

Questions on the bond authorization resolution that will formally be before Council during Formal
Session on Tuesday, October 16h:

A document presented to LPD indicates the authorization available from 2004 and 2009 elections
is $264.28 million. However, the second and third whereas clauses indicate $286.28 million in
remaining bond authorization. Please explain. The Bond Resolution total of $286.29 million
includes the public lighting voter authorization category —there are no proposed projects within
that voter authorization category.

Section 201. (a): Does the City anticipate using any of the bond proceeds from the sale of the new
money UTGO bond sale to reimburse itself for amounts spent on capital projects prior to the
issuance of the 2018 UTGO bonds? Not at this time; however, this is a common clause in line
with best practice that gives the City financial flexibility in the event the City has to advance
operating funds unexpectedly.

General questions on the proposed bond sales:

Regarding the City’s process for the new money and refunding bonds, LDP understands OCFO
wants to present the new borrowing to the BF&A Committee on Wednesday, October 17, 2018
and have it voted on. Than they would like it to go before the Formal Council on October 23,
2018. The borrowing will be announced by the City on November 19, 2018. The City’s Capital
Agenda is expected to be issued on November 1, 2018. The CAFR is expected to be issued by the
deadline date of December 31, 2018. The OCFO would like to close on the new bonds around the
middle of December 2018. Is that correct? Yes, that is the plan.

The City’s Debt Policy speaks to debt affordability. What is the City’s current: 1) overall debt as a
% of assessed valuation (total debt should be about 1.5% of full market value); 2) debt service as
a % of the general fund (required annual debt service expenditures should be at about 10-15% of



the City’s general fund); 3) overall debt per capita (real debt per capita should not rise
significantly); 4) ten-year payout ratio (a faster payout is considered a positive credit attribute);
and 5) per capital to per capita income (total debt outstanding and annual amounts proposed
should not cause the ratio of per capita to per capita income to rise significantly above
approximately 5%)? How would the proposed new money UTGO bond sale and the refunding
LTGO boand sale impact these ratios? Attached are the updated metrics as a result of the first
UTGO new money bond issuance. The benchmarks in the CFO Directive is what the City should
be targeting over the long-term and is benchmarked to a credit rating higher than the credit
rating the City has today. The OCFO would be glad to discuss the impact of the proposed
restructuring with LPD.

What is the City’s current legal debt margin and total amount available that can be borrowed?
Please see attached.

Is the bankruptcy issued debt and any subsequent defeasment/refinancing exempt from the legal
debt margin requirements? Financial recovery bonds are exempt from the 10% limit and subject
to their own limit.

Is it legal in the State of Michigan to issue UTGO {Unlimited Tax General Obligation) bonds to fund
non-capital purposes such as the defeasment/refinancing of any of the outstanding LTGO bonds?
If so, please explain the pros and cons of using UTGO issued bonds to refinance any of the
outstanding LTGO bonds? Please discuss the need for Voter approval of UTGO bonds, legal debt
margin limitations, high millage tax rates and time constraints to obtain favorable interest rates.
it may be legal to do so, but at a minimum would require a voter authorization to do so. The
benefit of issuing UTGO bonds is that the debt service is paid through a debt millage levied on
property owners as opposed to LTGO debt which is paid through a general fund appropriation.
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L Prior GO Bond Projects

New/additional bus shelters & improvements to Rosa Parks Transit Center

Young, Farwell, & Williams Recreation Centers Capital Improvements 2018-2019

Precincts 6, 10, and 11 Capital Improvements 2018-2019

Fire Facilities Capital Improvements 2018-2019

Park Lighting Improvements

Capital Improvements to Thirteen Parks 2018-2019

Animal Control Facility Capital Improvements 2018-2019

" TPP Clinic Buildouts

Detroit Historical Museum Capital Improvements

Bridging Neighborhoods Contribution

Uniroyal Riverfront Promenade - City of Detroit Contribution

Rosa Parks/Clairmount Neighborhood Plan

Islandview/Greater Villages Neighborhood Plan

Northwest/Grand River Neighborhood Plan

Livernois/McNichols Neighborhood Plan

West Vernor/Southwest Neighborhood Plan

East English Village Neighborhood Study

Greater Corktown Neighborhood Study - G.0. Bond - Neighborhood

DPSH Buildouts - Arson Interview Rooms

8th Precinct Capital Improvements (incl. annex)

Merrill Plaisance Capital Improvements

Charles H. Wright Museum facilities improvements - roof, facade, electrical




City of Detroit
Debt Metrics as of 6/30/18
Reported pursuant to CFO Directive No. 2018-101-007 Debt Issuance and Management
- With Estimated Impact of Proposed $117 Million UTGO Bond Issue

As of 6/30/2018

MEASURES OF KEY CREDIT/DEBT INDICATORS (Section 5.10.3) {Unaudited)
FULL VALUE PER CAPITA
City of Detroit 2018 Assessed Value $ 8,108,041,000
City of Detroit Population - 2017 Estimate’ 673,104
Assessed Value Per Capita 5 12,046

FUND BALANCE AS PERCENT OF REVENUES

General Fund Balance - Estimate’ 5 135,000,000

General Fund Revenues - Estimate? 5 ., 1,057,900,000
General Fund Balance as Percent of Revenues 13%
NET DIRECT DEBT/OPERATING REVENUES

Principal Outstanding S 1,588,396,146

Less NITE Bands and HUD 108 Loans Qutstanding at 6-30-18 (83,567,000)

S 1,504,829,146

General Fund Revenues - Estimate® 1,057,900,000
Net Direct Debt as Percent of General Fund Revenues 142%
NET DIRECT DEBT/FULL VALUE

Net Direct Tax-Supported Debt S 1,504,829,146

City of Detroit 2018 Assessed Value $ 8,108,041,000

Estimated Impact of
Proposed $117M
As of 6/30/2018 Bond.lssue -

MEASURES OF DEBT AFFORDABILITY (Section 5.4.3) (Unaudited) STRESS TEST (+75bps)’
OVERALL DEBT AS PERCENT OF ASSESSED VALUE

Net Direct Tax-Supported Debt 5 1,504,829,146 $ 1,621,759,146

City of Detroit 2018 Assessed Value? S 8,108,041,000 S 8,108,041,000
Net Direct Tax-Supported Debt as Percent of Assessed Value 18.56% 20.00%
CFO Directive: "Total debt should be kept at about 15% of full market vajue"*
DEBT SERVICE AS PERCENT OF GENERAL FUND

Debt Service for Net Direct Debt Paid During Fiscal Year S 100,905,848 5 106,202,978

General Fund Revenues - Estimate® S 1,057,900,000 1,057,900,000
Net Direct Tax-Supported Debt Service as Percent of General Fund Revenues 9.54% 10.04%
CFO Directive: "Required annual debt service expenditures should be kept at about 10-15% of
the City's General Fund"
OVERALL DEBT PER CAPITA

Net Direct Tax-Supported Debt 5 1,504,829,146 1,621,759,146

City of Detroit Population - 2017 Estimate’ 673,104 673,104
Net Direct Tax-Supported Debt/Capita 5 2,236 $ 2,409
CFO Directive: "Total debt outstanding and annual amounts issued should not cquse real
debt per capita to rise significantly”
TEN YEAR PAYOUT RATIO
Percent of Principal (Net Direct Debt) Pald over Next Ten Fiscal Years 47.90% 47.17%
CFO Directive: "The rate of repayment of bond principal should be kept at highest affordable
level possible given other budget priorities"
PER CAPITA DEBT TO PER CAPITA INCOME
Net Direct Tax-Supported Debt/Capita S 2,236 2,409
Income Per Capita Estimate® 5 40,110 $ 40,110
Per Capita Debt to Per Capita Income 5.57% 6.01%

CFO Directive: "Total debt outstanding and annual amounts proposed should not cquse the
ratio of per capita to per capita income to rise significantly above 5%"

!Source: US Census 2017 Population Estimate

Source: 8-15-18 OCFO Monthly Financial Report for the Twelve Months ended June 30, 2018. For GF Revenue Estimate, used total {$1,283.7M) less Adjust for
Prior Year Carry-forward ($120.8M) less Use of Fund Balance for one time spending (5105 0M} For GF Balance Estimate, used F¥18 Est, unassigned fund balance
*Includes $117 million tax-exempt bonds to be repaid over 20 years. 75 basis points are added to a base case interest rate scenario as "stress test"

‘a typographical error in the CFO Directive stating "1.5%" instead of "15%" Is being corrected by the OCFO in accordance with established policies and procedures

sUSIng Income Per Capita (Wayne County, 2016) Source: US Bureau of Economic Analysis, Local Area Personal Income
ZFQ Ciracuve 2013-101 CO7 Ceot Maetrics 35 of §-3C-13



MEASURES OF KEY CREDIT/DEBT INDICATORS (Section 5.10.3) | FY17 FY16 FY15
FULL VALUE PER CAPITA
City of Detroit Assessed Value 7.441,692,233 7.372,078,752 S 7.593,512,803
City of Detroit Population1 675,480 678,250 681,499
Assessed Value Per Caplta 11,017 10,869 S 11,142
FUND BALANCE AS PERCENT OF REVENUES T
Unassigned General Fund Balance 168,966,674 143,047,758 S 70,922,574
General Fund Revenues 988,938,222 1.065,117,770 $ 1,059,791,820
General Fund Balance as Percent of Revenues 17% 13% 7%
NET DIRECT DEBT/OPERATING REVENUES
Net Direct Tax-Supported Debt 1,474,360,733 | 1,531,060,530 S 1,611,809,817
General Fund Revenues 988,938,222 1,065,117,770 1,059.791,820
Net Direct Debt as Percent of General Fund Revenues 1459% 144% 152%
NET DIRECT DEBT/FULL VALUE
Net Direct Tax-Supported Debt 1,474,360,733 1.531,060,530 1S 1,611,809,817
City of Detroit Assessed Value 7.441,692,233 7,372,078,752 | S 7.593,512,803

Net Direct Tax-Supported Debt/A d Value

20%

21%

21%

12016, 2015 and 2014 estimates from US Census 2017 Population Estimates.




Clty of Detroit, Michigan

Legal Debt Maruin [nformatlon*

Last Ten Fiscal Years

(Dollars in Thousands)

{Unaudited)
- Flscal Year
2018 2017 2016 2015 20104 2013 2012 2011 2010 2009

Deb limit S 1,772,934 S 1,726,304 S 1,716,399 LA6H359 S L3374 1,338,064 LL.n33,010 1,208,147 S 1,218,793 1,388,266
*Total net debt applicable to Tt [T R LAY 12840 [N [IADXITY] | ayrany 919,650 aH A
Legal debt margin 3 fii 43004 i Lin2.mr - & L1t AilIT § §51.033 S19.083 75,842 184914 S 299 143 567.866
Total net debt applicable (o e limit

as a pereentage ol debt limit 541 RRES N 3449 36,46 63.17% 66,69 92,65 442" T75.46% 59, 1%

“Notes: Only UTGO amd LTGO DSA honds are applicable debt. Request for ¢

o LCSAT

Source: City of Detron - OCFO, Office of'the Treasury

by Michigan Treasury sull pending.



Attachment V

List of Capital Projects funded by the Approximate $50 Million in Old General
Obligation Bond Dollars
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Attachment VI

List of Capital Projects funded by the Approximate $233 Million in Exit
Financing/Quality of Life Dollars
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Attachment VII

List of recommended Capital Projects to be funded by the proposed UTGO Bond
Sale over five fiscal years 2018-19 through 2022-23
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Attachment VIII

List of Capital Projects that are funded by the surplus dollars in the current fiscal
year 2019 budget



FY 2019-2022 FOUR-YEAR FINANCIAL PLAN City of Detroit, Michigan

CITY OF DETROIT
FY18 BUDGET AND FY19-22 FOUR-YEAR PLAN (L
CAPITAL IMPROVEMENTS

Enterprise Asset Management System 5 -5 6000000 $ 3,250,000 S 3,250,000 ¢ - $ 12,500,000
é;\terprise Document Management System ST - 2,500,000 2,500,000 B i - 5,000,000
Enterprise Records Management System o 2,500,000 s S . fi 2,500 OOO"
Network Infrastructure Improvements T e 539687 539687 539637 539687 2158718
Technology Upgrades - Software T 1,740,2.:12 -
Acquisition - Public Safety Technology ST __2,150,060' - . i
Citywide PC Replacement T S 036,008 880000 830000 880,000 80,000 3,520,000
Tatal DOIT $ 10,704,174 § 12,419687 $§ 7,169,687 $ 4,669,687 S 1,419,687 § 25,678,748
EASTERN MARKET
Infrastructure Improvements - CBDG $ 240,000 § -8 Lz 5 i -8 -
FIRE
Technology Improvement S 3 $ 390,000 § - - S - S - $ 390,000
FLEET MANAGEMENT
Municipal Flest Replacement - General Fund $ 9295826 $ 15,000,000 $ - 5 - 8 - § 15,000,000
GENERAL SERVICES DEPARTMENT !
City Service Yards Improvements 5 - S 6715485 § -5 - 8 - S 4,715,485 e
Recreation Facilities Improvements . - 2,186,100 . - - 2,186,100
Election Facility Improvements ) . 387,000 I . o - 387,000‘
’Belle Isle - DWSD Improvement ) - 500,000 . - . 500,000
Median Renovations - Street Fund S 593,000 s .
Total GSD $ 593,000 § 9,788,585 ¢ -3 -8 - S 7,788,585
PLANNING & DEVELOPMENT
Neighborhood Studies & Acquisitions $ 1,150,000 $ 5,345,000 S - S -5 - § 1,345,000
Total Planning & Development $ 1,150,000 $ 5345000 $ -5 - S - § 1,345,000
POLICE
Acquisition- Information Technology $ 2,111,531 § - 5 - S -5 - § -
PC Replacement - 2,196,625 - - - 2,196,625
Total Police 2,111,531 2,196,625 . - - 2,196,625

DEPARTMENT OF PUBLIC WORKS - STREET FUND

Equipment 51516000 $ 3002000 § 15500000 $ 1500000 § 1500000 § 7,502,000

Highway Bridges 2530700 1977000  2,025.750 - 8002750

Roads and Eridges, Operation 500,000 500,000 500,000 500,000 500,000 2,000,000

Street Resurfacing ' 9635474 10878709 16676970 12924444 13606909  59.087032

Traffic Control Improvements 3307000 2586000  2,050000 2050000 2050,000 8736000

Traffic Control Improvements - State 1,120,000 1,683,000 1,000,000 4,000,000 1,000,000 7,683,000

Traffic Control Roadways (Fed Aid) 4550000 5773000 3350000 3350000 33950000 15823000

Debt Service _ ) 1205755 3160973 13735537 1399137 3L893g0l aa
Total OPW S 31914 S 27605468 $ 30,263,693 5 38,110,000 5 40,738,285 $136.717.443
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FY 20159-2022 FOUR-YEAR FINANCIAL PLAN City of Detroit, Michigan

CITY OF DETROIT

FY18 BUDGET AND FY19-22 FOUR-YEAR PLAN

CAPITAL IMPROVEMENTS
LT

AIRPORT

Aviation FAA - Engineering Study S 80 ,000 5 S -~ S -5

BUILDINGS, SAFETY ENGINEERING & ENVIRONMENTAL
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DETROIT DEPARTMENT OF TRANSPORTATION

Fixed-Raute Vehicle Replacement/Expansion ) S - & 3018565 $ 3,018, 565 5 1,164,732 $§ 1443998 $ 8,650,860

'r:I-c;n-Revenue Vehicle Replacement/Expansion o it 161,534 165, 57”’ ‘Ib_9711“m1739_5‘;'7""‘25;67‘;1_

Mid-life Vehicle Acqufsitll:lm’(}vﬂl‘h.ly_lm O .. .‘?,169,075 5, 2‘33 302 7,014, 731 6,726,222 24,208,330

Facility mprovements - et S169075  S163,075 5169075 5169075

R S I

_(‘Jperations Equipment T 1,000,000 1,000,665““"" - - 2,000,000
Total DDOT" S - S 14,768,249 & 14,901,514 S 13,768,249 § 13,768,249 S 57,206,261

DETROIT WATER & SEWERAGE DEPARTMENT- RETAIL

WATER
Water Field Services .5 67,200,000 § 74,086,000 $ 58,370,000 S 41,000,000 $ 37,500,000 $211,556,000
Metering 4000000 4000000 4000000 4000000 4000000 16.000,000
General Purpose o 2,000,000 2,000,000 2,000000 2,000,000 2,000,000 8000.000
Water Central Services: Fleet T 2,000,000 2000000 2000000 2000000 2,000000 8000000
Water Central Services: Facilities - 2,500,000 2,500,000 2500000 2,000,000 2,000,000 9,000,000
Water Central Services: Information Technology 875,000 793,000 1,393,000 120,000 1,000,000 3,906,000
Total DWSD - Water $ 78,575,000 § 85379,000 $ 71463000 $ 51120000 $ 48,500,000 $256.452,000
SEWER
Sewer Field Services ) o .5 42500000 $ 47,500,000 $ 57,500,000 § 37,500,000 $ 37,500,000 $180,000,000
Green Infrastructure ’ o 12225000 14,350,000 6,000,000 10000000 10,000,000 40,350,000
Pump Stations - .
Sewer Centralized Services: Fleat h 2,000,000 2,000,000 zo'oooo_o 2000000 2,000,000 8,000,000
Sewer Centralized Services: Facilities 2,500,000 2,500,000 2&00,000 2,500,000 2,500,000 10,000,000“
Sewer Centralized Services: Information Technology 875,000 793,000 1,993,000 120,000 1,000,000 3,906,000
Total DWSD - Sewer $ 60,100,000 § 67,143,000 $ 69,993,000 5 52,120,000 § 53,000,000 $242,256,000

City of Detroit Capital Share S - 5 3,060,103 - - - § 3,060,103

Transportation Improvements-District 3 S - $ 4,000,000 - . - $§ 4,000,000
EFFSF : ,awr- _
Atad ‘.#.IJ'W:‘HL.\. "
REVENUES:
Revenues from Operations $138,675,000 ¢ 152,522,000 $l4l 456, 000 3103 240, 000 $101,500,000 5498,718,000
Federal and State Grant Funds 4,214,797 14,768,249 14,901, 514 13,768,249 13,768,249 57,206,261
General Fund Prior Years' Surplus - Capital 20,000,000 52,200,000 - . - 52,200,000

Street Fund Relmbursement Gas & WElghI: Taxes 23,752,174 27 EGS 464 30, 263 693 38, 110 001 40 }"38 285 136,717, 443
P . T TR 7 l.,u. gt e ot ;{ 1 i} 3
& AL

aqu‘rul-u»—y_q

'DDOT grants are awarded after the City's budget development periad Capital project; for the current and proposed fiical 72 are submitted as a budget
amendment upon receipt of the grant award
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Attachment IX

List of $13 Million in Capital Projects that would be funded by proceeds of the
proposed UTGO bond sale instead of from surplus dollars in the current fiscal year
2019 budget



Authorization | Department(s) Project FY18-19
Public Safety Police & Fire Public Safety vehicle purchase plan (FY19 Fund Balance swap) 8,000,000
Public Safety Health PC Replacements (FY19 Fund Balance swap) 80,464
Public Safety Police PC Replacements & technology upgrades (FY19 Fund Balance swap) 2,196,526
Public Safety Fire PC Replacements (FY19 Fund Balance swap) 390,000
Recreation DolT & GSD Computer replacement at recreation centers (FY19 Fund Balance swap) 246,528
Recreation GSD Recreation center capital improvements (FY19 Fund Balance swap) 1,686,100
Recreation GSD Belle Isle water line replacement and repair (FY19 Fund Balance swap) 500,000

13,099,618




Attachment X
The City of Detroit’s Debt Policy



City of Detroit
Debt Metrics as of 6/30/18
Reported pursuant to CFO Directive No. 2018-101-007 Debt Issuance and Management
- With Estimated Impact of Proposed $117 Million UTGO Bond Issue

As of 6/30/2018

MEASURES OF KEY CREDIT/DEBT INDICATORS {Section 5.10.3) {Unaudited)
FULL VALUE PER CAPITA
City of Detroit 2018 Assessed Value S 8,108,041,000
City of Detroit Population - 2017 Estimate’ 673,104
Assessed Value Per Capita S 12,046

FUND BALANCE AS PERCENT OF REVENUES

General Fund Balance - Estimate® 5 135,000,000
General Fund Revenues - Estimate? 5 1,057,900,000
General Fund Balance as Percent of Revenues 13%

NET DIRECT DEBT/OPERATING REVENUES

Principal Qutstanding S 1,588,396,146

Less MTF Bonds and HUD 108 Loans Outstanding at 6-30-18 (83,567,000}

S 1,504,829,146

General Fund Revenues - Estimate® 1,057,900,000

Net Direct Debt as Percent of General Fund Revenues 142%

NET DIRECT DEBT/FULL VALUE
Net Direct Tax-Supported Debt
City of Detroit 2018 Assessed Value

s

1,504,829,146
8,108,041,000

(s

Estimated Impact of
Proposed 5117M

As of 6/30/2018 Bond lssue -

MEASURES OF DEBT AFFORDABILITY (Section 5.4.3) (Unaudited) STRESS TESTlH"SI:n;gsI1
OVERALL DEBT AS PERCENT OF ASSESSED VALUE

Net Direct Tax-Supported Debt $ 1,504,829,146 5 1,621,759,146

City of Detroit 2018 Assessed Value® S 8,108,041,000 5 8,108,041,000
Net Direct Tax-Supported Debt as Percent of Assessed Value 18.56% 20.00%
CFO Directive: "Total debt should be kept at about 15% of full market value"”
DEBT SERVICE AS PERCENT OF GENERAL FUND

Debt Service for Net Direct Debt Paid During Fiscal Year 5 100,905,848 5 106,202,978

General Fund Revenues - Estimate? S 1,057,900,000 1,057,900,000
Net Direct Tax-Supported Debt Service as Percent of General Fund Revenues 9.54% 10.04%
CFO Directive: "Required onnual debt service expenditures should be kept at about 10-15% of
the City's General Fund"
OVERALL DEBT PER CAPITA

Net Direct Tax-Supported Debt S 1,504,825,146 1,621,759,146

City of Detroit Population - 2017 Estimate’ 673,104 673,104
Net Direct Tax-Supported Debt/Capita $ 2,236 $ 2,409

CFO Directive: "Total debt outstanding and annual amounts issued should not cause real
debt per capita to rise significantly”

TEN YEAR PAYOUT RATIO

Percent of Principal (Net Direct Debt) Paid over Next Ten Fiscal Years 47.90% 47.17%
CFO Directive: "The rate of repayment of bond principal should be kept at highest affordable

level possible given other budget priorities”

PER CAPITA DEBT TO PER CAPITA INCOME

Net Direct Tax-Supported Debt/Capita 1 2,236 2,409
Income Per Capita Estimate® S 40,110 $ 40,110
Per Capita Debt to Per Capita Income 5.57% 6.01%

CFO Directive: "Total debt outstanding and annual amounts proposed should not cause the
ratio of per capita to per capita income to rise significantly above 5%"

'Source: US Census 2017 Population Estimate

*Source: 8-15-18 OCFO Monthly Financial Report for the Twelve Months ended June 30, 2018. For GF Revenue Estimate, used total {$1,283.7M) less Adjust for
Prior Year Carry-forward ($120.8M) less Use of Fund Balance for one time spending {$105.0M). For GF Balance Estimate, used FY18 Est. unassigned fund balance
*Includes $117 million tax-exempt bonds to be repaid over 20 years. 75 basis points are added to a base case interest rate scenario as "stress test"”

‘A typographical error in the CFO Directive stating "1.5%" instead of "15%" 1s being corrected by the OCFQ in accordance with established policies and procedures.

5Using Income Per Capita (Wayne County, 2016). Source: US Bureau of Economic Analysis, Local Area Personal Income
CFO Cirective 2018- 101 OCY Debt Metrics as of 5 30-13



Attachment XI
The City of Detroit’s Debt Metrics as of June 30, 2018



MEASURES OF KEY CREDIT/DEBT INDICATORS (Section 5.10.3)

FULL VALUE PER CAPITA
___ City of Detroit Assessed Value

City of Detroit r-‘cu:u.nlation1
Assessed Value Per Capita

FUND BALANCE AS PERCENT OF REVENUES
Unassigned General Fund Balance
General Fund Revenues

General Fund Balance as Percent of Revenues

MET DIRECT DEBT/OPERATING REVENUES
Net Direct Tax-Supported Debt
General Fund Revenues
Net Direct Debt as Percent of General Fund Revenues

NET DIRECT DEBT/FULL VALUE

Net Direct Tax-Supported Debt

City of Detrpit Assessed Value
Met Direct Tax-Supported Debt/Assessed Value

'2018, 2015 and 2014 estimates from LS Census 2017 Population Estimatas,

FY17

7,441,692,233
675,480
11,017

168,966,674
988,938,222
17%

1,474,360,733

988,938,222
149%

1,474,360,733
7,441,692,233
20%

$

531,060,530

FY16

7,372,078,752
678,250

10869

143,047,758
1,065,117,770
13%

1,065,117,770
144%

1,531,060,530
7,372,078,752
21%

s

FY15

7,593,512,803
681,499
11,142

70,922,574
1,059,7491,820
7%

1,611,800,817
1,059,791,820
152%

1,611,809,817
7,593,512,803
21%
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Timothy Boscarino, AICP Thomas Stephens, Esq.
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Janese Chapman Theresa Thomas
Tasha Cowen Kathryn Lynch Underwood
Richard Drumb
George Etheridge

TO: Detroit City Council

FROM: David Whitaker, Direct:

Legislative Policy Divis taff
DATE: October 24, 2018
RE: Report on Homeowner Property Tax Assistance Program

The Legislative Policy Division (LPD) has been requested by City Council President Pro-
Tempore Mary Sheffield to report on the legal necessity of having a notary requirement' within
the newly drafted amended ordinance regarding the application form of the Homeowner Property
Tax Assistance Program (HPTAP).?

Before directly addressing the question, it is important to consider the placement of the notary
block on this hardship application. Just above the current notary block on the signature page of the
HPTAP application is the following language:

Any person who knowingly makes a false statement, omission, or
misrepresentation may not be considered for this assistance program and may be
prosecuted to the fullest extent of the law. Any/All applications are subject to
random home inspection for compliance with the City of Detroit Guidelines.

LA notary public is an officer commissioned by the Michigan Secretary of State to serve as an unbiased and
impartial witness. The most common function of the notary is to prevent fraud by attesting to the identity of a person
signing a document. Notarization on a document certifies that the person whose signature is entered on the
document personally appeared before the notary, established his or her identity, and personally signed the document
in the presence of the notary.

2 A similar question presented was addressed by Coalition to End Unconstitutional Tax Foreclosures (Coalition): Is
the notary requirement necessary to prosecute individuals who provide false statements on the HPTAP application
or to otherwise deter individuals from making false statements? (See attached) The answer that the Coalition
provided will be discussed below.



I, , say under penalty of perjury that the statements made in this
application are true and that I/we have no money, income or assets other than that
mentioned here, and grant the Board of Review permission to review all Federal,
State or City of Detroit income tax records and further grant permission to contact
all financial institutions and creditors regarding account balance in order to process
this application.

Consequently the applicant when signing the application (with/without the notary block)
currently states under penalty of perjury that the information provided in the application is true.
The application then provides a notary signature block in which a notary certifies that the person
signing has presented the requisite information to affirm they are the person signing the document.
At issue is whether the language requiring the signature be notarized is legally required?

LPD has looked into the question presented. LPD has not been able to identify any law requiring
the signature on the HPTAP application be notarized per se. With regard to the criminal
prosecution of individuals who provide false statements on the application, LPD has affirmed that
under Public Act 206 of 1893, General Property Tax Act MCL 211.120(5), only the attorney
general or the prosecuting attorney of each county have been granted the power to enforce the
Act:

(5) The attorney general and the prosecuting attorney of each county of this state
have concurrent power to enforce this act.

As set forth in the statute, it is the attorney general and the county prosecutor who can bring
criminal prosecution for fraudulent acts under the Act. Because the authority of the Board of
Review to provide a tax exemption is provided pursuant to the General Property Tax Act and the
Act enumerates who can enforce its provisions, the City of Detroit’s Law Department is exempt
from taking actions for criminal prosecution.’ The decision of whether to undertake the criminal
prosecution of the fraudulent act is left to the discretion of those two enumerated agencies. Any
civil prosecution for providing false or misleading statements on the HPTAP application may be
handled by the Law Department’s authority pursuant to the City Charter Section 7.5-203 Civil
Litigation.

It is understandable that the Law Department would want to preserve all the evidentiary tools
necessary to best effectuate the case in both civil and criminal prosecutions, and may be the
rationale for their opposition to removing the notary requirement. As indicated by the Michigan
Secretary of State, the most common function of the notary is to prevent fraud by attesting to the
identity of a person signing a document. It is the ability of the notary to testify as to who signed
the document before them that is of value in the prosecution and prevention of fraud.

However, there can be prosecutions for fraud* and perjury where the underlying document has
p p g

31PD notes that if the State had authorized other local municipalities with the ability to undertake prosecutions for
fraud under the Act the Law Department would be able to take on criminal prosecutions pursuant to the City Charter
7.5-204, Penal Matters, “ (1) Institute and conduct, on behalf of the people, all cases arising from the provisions of
this Charter or city ordinances and, when authorized to do so by law, cases arising under state law.”

4 In Michigan, the general rule is that to constitute actionable fraud it must appear: (1) That defendant made a
material representation; (2) that it was false; (3) that when he made it he knew that it was false, or made it
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not been notarized. Cases of perjury can be brought under Public Act 328 of 1931, MCL
750.423(2). A person who signs a document under penalty of perjury is subject to prosecution
whether notarized or not.’> The statute does not require the signed record or document be
notarized. In either instance (Public Act 206 or Public Act 328) it is not whether the prosecution
can be undertaken without the notarized document, but what proofs are put forth to show the
person being held responsible is the person who executed the document. While this burden of
proof can be established by the notary, testifying as to the manner in which they identified the
person who signed the document and that the person is the respondent, there are certainly other
reasonable ways to meet this burden.

The decision as to whether the notarized signature is required appears to be more of a policy
decision rather than a legal one. The issue is whether the burden placed upon the indigent seeking
tax relief having to go through the difficulty of finding and/or obtaining a notarized signature to
submit their application, is greater than the convenience of being able to establish the proof that
a person submitted a fraudulent application by using the notary’s testimony to identify the person
as the signer. If there are a large number of fraudulent cases being prosecuted then consideration
of maintaining the notary requirement may be justified as a policy decision.® If not, maybe the
better policy decision would be to do away with the requirement and rely on other means of proof
to effectuate the prosecution of fraudulent claims.

LPD reviewed the Coalition’s memorandum dated October 10, 2018, signifying that the
notarization of the applicant’s signature is not necessary to verify an applicant’s identity. The
Coalition indicates that in order for a notary to act, the notary must first establish the identity of
the person before administering the oath in which the person swear or affirms who they are. The
notary can establish identity in the manner set forth by law under MCL 55.285(6).” The

recklessly, without any knowledge of its truth and as a positive assertion; (4) that he made it with the intention that it
should be acted upon by plaintiff; (5) that plaintiff acted in reliance upon it; and (6) that he thereby suffered injury.
Each of these facts must be proved with a reasonable degree of certainty, and all of them must be found to exist; the
absence of any one of them is fatal to a recovery. U. S. Fidelity and Guaranty Co. v. Black 412 Mich. 99, 114, 313
N.W.2d 77 (1981).

5 MCL 750.423 provides: (1) Any person authorized by a statute of this state to take an oath, or any person of whom
an oath is required by law, who willfully swears falsely in regard to any matter or thing respecting which the oath is
authorized or required is guilty of perjury, a felony punishable by imprisonment for not more than 15 years. 2)
Subsection (1) applies to a person who willfully makes a false declaration in a record that is signed by the person
and given under penalty of perjury. As used in this subsection: (a) "Record" means information that is inscribed on a
tangible medium or that is stored in an electronic or other medium and is retrievable in perceivable form. (b)
"Signed" means the person did either of the following to authenticate or adopt the record: (i) Executed or adopted a
tangible symbol. (ii) Attached to or logically associated with the record an electronic symbol, sound, or process.

6 LPD notes that at the time of this report LPD was unable to identify any HPTAP prosecutions on behalf of the city
by the Michigan Attorney General, the Wayne County Prosecutor, or the Law Department; however, policy
considerations are the province of the City Council to both reckon with and to decide.

7 MCL 55.285(6) provides: A notary public has satisfactory evidence that an individual is the individual whose
signature is on a record if that individual is any of the following: (a) Personally known to the notary public. (b)
Identified upon the oath or affirmation of a credible witness personally known by the notary public and who
personally knows the individual. (c) Identified on the basis of a current license, identification card, or record issued
by a federal or state government that contains the individual's photograph and signature. (d) With regard to a notarial
act performed under section 26b, identified and verified through an identity proofing process or service that is part
of a remote electronic notarization platform approved under section 26b(1), and the person presents an identity
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Coalition’s position is that the HPTAP identification requirement verifies both identity and
residency in requiring the production of a valid, government-issued photo ID with an address in
all instances, in addition to the production of tax returns and minor residency proofs. The
Coalition also indicates that the notarization is not necessary to prosecute applicants who make
false claims because the law has established misdemeanor penalties for such actions. MCL
211.120 provides misdemeanor penalties for anyone who intends to falsely or fraudulently obtain
or attempts to obtain an exemption; knowingly swears to or verifies an affidavit with a false or
fraudulent statement with the intent to aid and abet or assist in the fraud being perpetrated. The
Coalition further believes the notarization is not necessary to signal to applicants the seriousness
of the undertaking and that by presenting a signing statement in bold and conspicuous letters with
the restatement of the penalties under law and a statement of the intent to prosecute, the message
will be sent. The Coalition’s memorandum is supported by the ACLU, Michigan Legal Services,
and other organizations that support its position. As indicated above, LPD can not dispute the
rationale offered by the Coalition in its memo.

If we can be of further assistance, please advise.

Attachment:

document described in subdivision (c) that is verified through a credential analysis process or service that is part ofa
remote electronic notarization platform approved under section 26b(1).
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I. - REMOVING THE NOTARIZATION REQUIREMENT

MEMORANDUM

To: Hon. Mary Sheffield
From: Coalition to End Unconstitutional Tax Foreclosures

Re: Notarization of the Homeowner Property Tax Assistance Program (HPTAP) Application
Date: October 10, 2018

QUESTION PRESENTED
Is the notary requirement necessary to prosecute individuals who provide false statements on the HPTAP
application or to otherwise deter individuals from making false statements?

SHORT ANSWER
No.

ANALYSIS

Notarization is not necessary to verify an applicant’s identity.

Unlike notarization, the HPTAP’s ID requirement verifies both identity and residency. For a notarial act,
a notary must establish a person’s identity before administering an oath. A person’s identity can be
established by: (i) the notary’s personal knowledge of the person, (ii) an oath or affirmation of a credible
witness known by the notary, (iii) presentation of a valid, government-issued photo identification with
signature, or (iv) an identity proofing service that is a part of a remote electronic notarization platform.
See MCL 55.285(6). A notary can, in addition to non-documentary proofs, accept non-address bearing
government-issued IDs, e.g. passports or alien registration cards (“green cards”) to establish identity.
Thus, notarization does not require the presentation and examination of government-issued photo ID with
an address.

In contrast, HPTAP requires the production of a valid, government-issued photo ID with an address in all
instances. To receive such an ID, an applicant must have proved both identity and residency by presenting
proofs to the issuing agency. Therefore, the HPTAP’s requirement to present an ID with an address alone
satisfies the City’s dual goals of identity and residency verification. Further, the HPTAP’s other
documentation requirements—tax returns and minor residency proofs—provide further verification of
both an individual’s identity and address.

Notarization is not necessary to prosecute applicants who make false claims.

The General Property Tax Act has enforcement mechanisms for false or fraudulent claims.

MCL 211.120 provides up to four counts for each false or fraudulent statements in the HPTAP
application as well as the accompanying principal residency exemption application and property transfer
affidavit. The statute also provides for enforcement against anyone who aided or abetted in making the
false or fraudulent statements. Two of the counts are punishable by imprisonment of not more than one
year and punishable by a fine of not more than $5,000.00 or public service of not more than 1,500 hours,
or both; two are punishable by a fine of not more than $1,000.00 or public service of not more than 500
hours, or both.




MCL 211.120(3) establishes a count of perjury for a person who falsely or fraudulently “swears to or
verifies” an affidavit under MCL 211.7cc (principal residency exemption, which is necessary for the
HPTAP). A simple signing statement—e.g. “I certify, under penalty of perjury, that the statements made
in this application are true and correct.” —is sufficient to satisfy the oath requirement for a charge of
perjury. See People v. Thompson, 193 Mich. App 58 (1992), overruled on other grounds.

Notarization is not necessary to signal to applicants the seriousness of the undertaking.

One perceived benefit of notarization is that the oath signals to the applicant that they are undertaking a
serious act and they can be prosecuted if they lie. One study examined the practices of 220 notaries in 22
cities in New York and concluded that “91.7 percent failed to administer an oath of any form.” See Alfred
E. Piombino, Notary Public Handbook 71 (1996) at xxii. Consequently, there are more effective ways of
communicating the seriousness of the undertaking. What we recommend is the above-mentioned signing
statement presented in bold, all caps, and enlarged font with a restatement of penalties under MCL
211.120, and a statement of intent to prosecute.

CONCLUSION

The requirement to notarize HPTAP applications should be removed because it does nothing to deter the
submission of fraudulent applications nor does it strengthen the City’s ability to prosecute bad actors. In a
follow up submission, we will provide affidavits from several community organizations who have been
leading efforts to enroll Detroit residents in HPTAP, which attest to the unnecessary hardship that
notarization places on applicants.
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i) Quicken Loans Community Fund

Quicken Loans LSRG

Community Fund www. QuickenLoans.org

To the Hancrable Mary Shatlisld Detrait Ciry Gouncil Presidacd Pra Tem,
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iii) United Community Housing Coalition & Michigan Legal Services
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iv) Detroit Action Commonwealth

DETEROIT ACTIGH

OraanEng 1o sule power abvared Jushe, fronaoi: speanurily

Octabor 12‘ 2048

Gaar Councit Progidearit Pro Tent Shelfehl:

We are membiers of Oelrcil Aclioe Commanwealt, an ciganization of moee than 5,000
Dotroitars, most of them bwancome.

We vnderstand and support the Clty's responsibility to maki sure wat peoply win apply fora
povirly propery-tax axemplion are tuly efigitle for (£ But e City alac has a cesponsibility to
maka susa lhat fieople who are eligible for the exerription die nat denied ore. This has been the
far grealer prablem in Detron,

any low-Incarme Cetroiters hava nat gollen tha prapesty tax maemgelion Biey'ro eligible for, in
part becavse the HPTAP appficatios process Is neadlassly difficalt, Thousands of them have
lzst i homes to tax fareclosure as a reged. Ween that hdpu ns, (it not enly haets tham, §t
hurts the entiro neighborhand, and tho eotieg city.

The apolication’s notarlzation requirenient adds an unnecessary step lo an already burdenscme
process. Many Michigan cities do not ragquira il Many low-incoon homoeawnars arn eldory,
disabled, or lack transportaticn. Thay have a hand encugh ime compiting tha oecossary
decuments and rompleting the appication batore the deadling, which ofton reculres thant to
travel Io varows offices for assisiacce. Notarization furdhar campicates this process and acls as
a harriar that restricls access 1o the exemplion,

We ask that tho Clty of Detroit remave the notarization requiremont fram the HPTAP

npplication, T . ?\‘ ' ,"
Mo emg oS ol W NE ]
“lrerey A L -
Yours truky, , , S
.["'l 4 .'.'I o, ML ) 1 15 B g% RN
J‘ R f.,l T4 ¢t f Pl I 3 ’.* 'y
( e e - TR LR e
{ BT RIRRY
. il |
i et [ vy « 1Y l .
' []
| (S — |
DL OB oy ‘ ' ! Py
-'J,“, 'y "y A L/o((f: ;.-{LII_ ) | |‘- ¥ i :
“% A ‘x"((l\ T, 30 ) /
i JI 'I,! ., e vl i
{ . J
el 1% i : ’ r‘
- i r 3 /
‘[ L & AT ] ! ¢ [
] : —_—
1 ' '
. il 4 ! 5‘-».,4 F‘
‘ ¢ - A < b
“ / ! v
v oy - //
! . J- - o
. (' ',‘ Ut (X8 ’1,4(‘ (’ (| ) ! l, , s ! o
i X r A ¢ |
| . ? {
1'1-1‘r id P e enei v oo 1 sl Doy T A [Pt Sl e me pran g

11



AETRGIT ACHIC
- i

|

prgarte ) o bob! o asdvanes: gosice

i

A0 HE D R P

(e®l
ol
ity

12

(/) } 'v:,/ Iy d
T g
i, | Ay O P | d (R A Pl
/ (5 o0 [ £ 2l
Y ARPI BN .7) W0 AR, (e
F A / ! .)l'l‘.c | et j % e
[ 7 ' 3
5l sy - by ! ) [\ ' L 1
___‘l - t'\ \ " 4 .\ ok ' I : =
o et e R &
j
1 ) f i
O G ! '
A .'! N T “x . e ! | ) | fl i .
o Y ) ;
i v b N
B ﬁ -’ l In \ .’( 4 l I e 'E"" RN \‘v\
‘v'\‘fﬂ""- P l, ( o ! AT i i
. |
cire . I
||‘v"'!’rﬁi' . 1 it [
i i , .
‘,.i ,|I ) { lj t |‘f / v L ! Np e
J i
b | . -
| gl i ) [ Y IR y
/‘[! 'U 8 .!._ oy ‘I T V p -
N I an v i 1' I”‘C’f““"
Lo 'y LR L) i
VO CF90 AP ot s / ' l ! .
T  Sakindiale \
Chante LG Aadit, | Henmidd maoi
(R n v ; /- ¢
I,\\ 10 1\],_»,1“\; ,/v 1 2 !,”'"a ‘|\ ‘} ‘ l-“| ) . fe ey e]
+f i, \ —y J = i g
g T : P Iv i 3 71
/ /.’.// ! ) . _,»\. _i[:, R
A R s /o A AR SN WL e,
- A il ; - /'1 5 = TR {."”[". ’ i
[ f T - » { H .( ! .
DAL ¢ Wyt o ? i
o { 2 - LS
L , ) \ .X’l S 1 3 \‘
' - o { otiey . i o
R i | ) // .{ S ‘,l“‘l?‘
/ I.f s ’ ST ‘."!f' {73 g B
X { f ! gl el Iz !
LA | / I j 1 .
4 { . i/ | | - { !
H ) lJ . i -l‘,? | s "] | B
‘r' y ‘ ,‘ i )I' l" \
| FRLL
g bt
; ¢ ; f ;
b Hue £ Lo Loits -
Dreebpent atine Lol D000 Goaea Pl os b vty ‘Iﬂ'l S ITNAN AT R ) WOCA FPORT [ RS R



v) Neighbors Building Brightmoor

o T e

Do Cuseened Sembsor Froe oSl dich),

Phank s foeyonraaiordien s Qs e aed b oo s o Gl baporor s shasvin ne dors
for Petzond Ay =eroee B e as b narn e e a e Bl focaaod vn foeoc loee
prcseegion Lad v grsgaame ot mocs e sieneo

P e theed e Seghbors B b Bogzoanesos bas boctdoz dver-tosdinss
3

ot sati

proverin e e aes i weorkabopsntd b i o

chibwors sl hcap gl s e pogers
LN N rave boen meonst s hod b sbe Teass blasser ol panr sl et woghs down
EINIIBIY

P storncs are all pessersl o Eeitherenn, Bl sbameaceemon e Hiey mosond e nf e

€ leaedie Bromianteon where U dushe Beavans sl o ko K otbudband Eaey prvze s so bl

Pring stiovos inevers eoele D=t e Laends g i ks doieche, S e

abbws b b oz red g
Ty varwaits gunacsaned had sovenkod cat oo wewdeargatlo o nghoshoa o neofod somost Thevan
teecdaved try i ned Lo B defoazend bag ane eadu et aaraliy s an

!{I TR

b pehitec et s s P i bt

LIl |

3 A8 gt 4
F i ST TARLE L BT PR R S e 1

whirt e e Mags el

Sstpteath B S ponp!

onngchiees—pairtienlir i the o s i o nemecd o

Tsumple T ey o8 s

M bt Lok,

oz pavonde pebart sl e gzanee v ol b b fs ok s -0 coehiers Tasy

Sorvmbr e Rocheobon e ARG Ener s sehiee et ponpde s e gnadiehod el

il imerte Tas b s jeo el e e g bosg Thers b o U3l ST Gde Siient

B cobhe Ll ol sha sics

o g

i e prees o e wnrkadnge Secs b abanthie cabee FTE b s

Retewss tlie arosy ad cnc vt e s e co b ednc bl wngc i e

S R I PN T W U B A WA [P (RS R L TETI IR

HIRNTRNTSN

A,

PO B Y B S AT R Y BN P I P F IR 1 SRR R IS S UL HIENTYINTEROPNY BT

T TR AN TP IV s st Aec kb cont st pevcpens s gpnsaald

Hecode e e o fo oand - e et di F et o o o Ttz and sulmadend

Paner s ar st b and Daan b s, »

pvemiplaorier B e dae cdon b pio it Le s cd

Potd et ont e anes Db b e o ce o d o

e vares L't b B

(T N e e e e s S——— LTRSS L

13



oot ntartenl Tobeobe e Boaer e ioes

Fabbmoe e gl e deacie S pusso b On b @ e b e oo the s

Teery e oksd [rovs B I T OLEe s e U T

§ b

leg o ll-th!l‘l

P ot it caaplad e ng Tl 8
Dlaor conled e b fieescltwooe

e b b by v e st sreet s e TR s L

it bt

'

coconapder e et s

Lang zeats Wl b vonare salbag
penpe b v one clj -

s T MG o

Woalvdevpapprooanon,

Loz dla Paszan

Seghilsurs Bunlding Brighonoor Tosrd imemlsg
FReTa Lvpboon

Dgessn, M RVE2S

TOT- T J

ST lecwn e s

ors ot NI QRTH

chbes e s ad B G e smpiane b

sohn i e el s Pagsnoe -

st =]

abwway, e (e .

Led T hecle stee o dor e st roason,

S EISTI BT *LI_\ Ao crnas D e e

M

14

ST R TR TENE (I IR TN TR MW
0Lk nedis o w e



vi) Central Detroit Christian

CENTRAL DETROIT CHRISTIAN

October 11, 2018

Councilwoman Mary Sheffield
Detroit City Council

CAYMC

1 Woodward Avenue

Suite 1300

Detroit, M|l 48226

RE: Notarization Burden
Dear Councilwoman Sheffield:

[ am writing you as a housing counselor for Central Detroit Christian CDC who is actively involved in

helping families with their Property Tax Exemption applications. The requirement of the application of

needing a notary is cumbersome for the applicant. Banks typically have notary services available, but

many if not most of ourclients are motbankable and therefore cannot use the bank's notary. Other
- notary services require some type of fee and thatisa burden as well.” = ™~

We solicit your help and request that you release the requirement of a notary on the Property Tax
Exemption form.

Thank you in advance,

Dottie Foster
Lead Housing Counselor

T GO e NN B e Gl e o S S S
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III. - ADJUNCTIVE ELIGIBILITY

MEMORANDUM

To: Hon. Mary Sheffield

From: Coalition to End Unconstitutional Tax Foreclosures
Re: Allowing Adjunctive Eligibility for HPTAP

Date: October 14, 2018

Currently, anyone applying for the Homeowners Property Tax Assistance Program (HPTAP) who was
not required to file a tax return must demonstrate income by providing supporting documentation. Since
the City’s settlement with the ACLU, non-tax filing applicants can demonstrate income by submitting
W2s, Social Security Statements, or any other reasonable proofs. Besides accepting these proofs, the
Board of Review should also allow applicants to demonstrate their income eligibility by submitting
documentation showing current enrollment in any government program that has the same or lower income
requirements (for example, Medicaid or WIC)—a process known as adjunctive eligibility. Adjunctive
eligibility is a common, well-accepted practice that benefits the Board of Review by relieving
administrative burden, and benefits applicants by allowing for a more streamlined application process.

Adjunctive Eligibility is Common Practice

The Board of Review would not be unique in allowing adjunctive eligibility for HPTAP. Adjunctive

eligibility was originally adopted to increase enrollment in children’s health insurance programs, but since

then the practice has expanded to many government programs.' For example, in order to streamline the
application process and reduce administrative errors and costs, Congress established adjunctive eligibility

for the Women, Infants, and Children (WIC) program in 1989, which allows applicants to demonstrate
eligibility by showing participation in Medicaid, Food Stamps, or TANF 2 In additior, 42 CFR § 435.120
dictates that enrollment in Supplemental Security Income (SSL)}-automatically establishes-apersen’s—————

eligibility for Medicaid in most states.> Michigan’s courts also use adjunctive eligibility. Specifically,
demonstrating receipt of public assistance entitles a defendant to a rebuttable presumption of indigency
for the purposes of appointed counsel in a criminal case under MCL 780.991 and MCR 6.005(B), and for
a waiver of court cost and fees under MCL 600.8371 and MCR 2.002(C)-(D). Finally, many utility
affordability programs—such as the Low Income Home Energy Assistance Program or Pennsylvania’s
Customer Assistance Program through the Public Utility Commission—also use adjunctive eligibility in
their application process.*

l Colton, R. (n.d.). 4 Water Affordability Program for the Detroit Water and Sewerage Department (DWSD) (Rep.).
Retrieved from http: ‘www. sconline com downloads. Papers 20035 01 Detrait Water.pdl, p. 8

X Ibid; Carlson, S., Neuberger, Z., & Rosenbaum, D. (2017, July 19). WIC Participation and Costs Are Stable(Rep.).
Retrieved https://www.chpp.org/research’food-assistance wic-participation-and-costs-are-stable.; for a detailed
description of how adjunctive eligibility works in Michigan's WIC program, see Appendix A.

3 Colton, R. (n.d.). 4 Water Affordability Progran for the Detroit Water and Sewerage Department (DIWSD) (Rep.).
Retrieved from http://www. fsconline.com/downloads Papers 2005 01 Detroit Water pdE; p. 8

* [hid; Benefits.gov. (n.d.). Low Income Home Energy Assistance Program. Retrieved from

hitps: www. benelits.qon benelit 623
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Adjunctive Eligibility is Beneficial for Applicants and the Board of Review

Clearly, adjunctive eligibility is beneficial for the applicant. Instead of collecting and producing multiple
proofs of income, adjunctive eligibility would allow applicants to submit only one piece of
documentation, for example, a copy of proof of enrollment in Medicaid. Putting the applicant aside,
adjunctive eligibility has significant administrative benefits for the Board of Review. As mentioned
above, other government agencies established adjunctive eligibility specifically to reduce errors and
relieve administrative burdens through decreased paperwork and lower resource expenditure on income
determination and fraud detection. This last point is particularly important for the Board of Review. By
offloading income determination and oversight to the better resourced state or federal government, the
Board can focus its resources on determining eligibility and detecting fraud for the more unique and
challenging aspects of the application, such as confirming home ownership and principle residency.

Conclusion

Given that adjunctive eligibility is a well-established and common governmental practice, and that it
creates significant benefits for both applicants and the Board of Review, the City of Detroit should pass
legislation that establishes adjunctive eligibility for HPTAP.
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APPENDIX A - ADJUNCTIVE ELIGBILITY FOR MI-WIC

MI*WIC POLICY Eligibility/Certification
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MI-WIC POLICY
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MI-WIC POLICY Etigibility/Certification
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