EMERGENCY MANAGER
CITY OF DETROIT

ORDER No. A

ORDER APPROVING THE ARTICLES OF INCORPORATION OF GREAT LAKES
WATER AUTHORITY AND RELATED TRANSACTIONS

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

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

Pursuant to Section 9(2) of PA 436, the EM "shall act for and in the place and stead of the
Detroit Mayor (the "Mayor") and City Council (the "Council"); and

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

Further, Section 9(2) of PA 436 prohibits, during the pendency of receivership, the Mayor
and the Council from exercising "any powers of those offices except as may be specifically
authorized in writing by the [EM] or as otherwise provided by [PA 436] and are subject lo any
conditions requircd by the [EM];" and

Pursuant to Section 10(1) of PA 436, the EM may “issue to the appropriate local elected and
appointed officials and employees, agents, and contractors of the local government the orders the

cmergency manager considers necessaty to accomplish the purposes of [PA. 436], including, but
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not limited to, orders for the timely and satisfactory implementation of a financial and operating
plan" or "fo take actions, or refrain from taking actions, to enable the orderly accomplishment of
the financial and operating plan;" and

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

Section 12(1)(dd) of PA 436 authorizes the EM, "notwithstanding any charter provision
to the contrary,”" to "[e]xetcise solcly, for and on hehalf of the local government, all other
authority and responsibilities of the chief administrative officer and governing body
concerning the adoption, amendment, and enforcement of ordinances or resolutions of the local
government" as provided in the Michigan Home Rule City Act, Act 279 of 1909, Michigan
Compiled Laws §§ 117.1 to 117.38 (the "Home Rule Act"); and

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

Pursuant to Section 12(2) of PA 436, "during the pendency of the receivership, the
authority of the chief administrative officer and governing body to exercise power for and on
behalf of the local government under law, charter, and ordinance shall be suspended and vested
in the [EM];" and

On September 9, 2014, pursuant to Section 12(1)(r) of PA 436, the EM, the Mayor, the
County Executives of Wayne, Oakland and Macomb Counties and the Governor a Memorandum
of Understanding (the “Memorandum of Understanding”) attached hereto as Exhibit B, detailing
the framework and parameters for establishing a regional authority under Act 233 of 1955, as
amended (“Act 233", to be called the Great Lakes Water Authority (the “Authority”), to operate
and manage the Detroit Water Supply System and Sewage Disposal System and the proposed
Atticles of Incorporation therefor, including the lease of the Systems (other than the Detroit
infrastructure serving residents, businesses and other customers within the City); and

On the same date, the EM executed and filed the Memorandum of Understanding and the
proposed Atticles of Incorporation for the Authority with the City Council for consideration; and

The Articles of Incorporation and the Memorandum of Understanding provide that the City
retaing control of the local water and sewer systems (the “Detroil Systems”) and ownership of
the Systems; and



The Arlicies of Incorporation and the Memorandum of Understanding require
supermajority vote, including at least one City board member vote, for major Authority
decisions; and

The Articles of Incorporation and the Memorandum of Understanding provide that
Authority will provide $50 million annually for new investment in the Detroit Systems; and

The Articles of Incorporation and the Memorandum of Understanding provide that 0.5%
of base operating revenues of the Authority per year will be contributed to a Water Residential
Affordability Program to assist customers who are financially unable to afford water or sewer
service; and

The Memorandum of Understanding provides that the Authority will honor all collective
bargaining agreements for those employees who are transferred to work for the Authority; and

The Memorandum of Understanding retains at the existing level (approximately $26
million) annual rate supports for Detroit ratepayers in recognition of the City’s ownership of the
Systems; and

The EM has determined, at this time, it is necessary and appropriate and in the best
interests of the City to approve the Articles of Incorporation establishing the Authority and to
provide for the negotiation and execution of the related transactions contemplated thereby and
by the Memorandum of Understanding within the parameters set forth therein.

It is hereby ordered that:

L The Articles of Incorporation for the Great T.akes Water Authority as set forth in
Exhibit A are approved and the Mayor and the City Clerk are authorized and
directed to execute the Articles of Incorporation on behalf of the City.

2. When fully exccuted by the City and the counties approving the Atticles of
Incotporation on or prior to October 10, 2014, they shall be filed and published and
become effective in accordance with theit terms and the requirements of Act 233,

3, The Mayor is hereby authorized to negotiate the terms of and execute and deliver a
lease of each System, an agreement between the City and the Authority relating to the
operation, management and improvement of the Detroit local system, a transition
agreement consistent with the parameters established by the Memorandum of
Understanding, and take such other actions as may be necessary or desirable to
complete the transfer of the Systems to the Authority as described in the Memorandum
of Understanding,

4, The EM directs the Ditectors of the Budget and Human Resources Depattments to
take any necessary steps to effectuate the requirements of the Articles of Incorporation




and Memorandum of Understanding as determined by the Mayor, including
modifications to the budget and the transfer of employees,

All orders of the EM, any ordinances, resolutions of the City Council, and all
parts of orders, ordinances, or resolutions, in conflict with this Order ate hereby
repealed to the extent of such conflict.

If any component of this Order is declared illegal, unenforceable, or ineffective by
a court of competent jurisdiction, such component shall be deemed severable so that
all other components contained in this Order shall remain valid and effective.

The EM may modify, amend, rescind, replace, supplement, or otherwise revise
this Order, including the delegation of authority contained herein, at any time.

Nothing in this Order shall be, or be deemed to be, a limitation, modification,
waiver, ot relinquishment by the EM of any tight or power available under PA
436, all of which rights and powers are expressly presetved,

This Order shall be effective immediately.



Nated:

CC:

{0.  This Order shall be distributed to the Mayor, Council members, City Clerk, ail
department heads, and the Sccretary of State of the State of Michigan.

September_ﬁ , 2014 By: /J/\'/D d\—
Ke

Secretary of State of the State of Michigan
Mayor Michael Duggan

City Clerk

City Department Heads

Members of Detroit City Council
Michigan Department of Treasury




EXHIBIT A

ARTICLES OF INCORPORATION

GREAT LAKES WATER AUTHQRITY
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ARTICLES OF INCORPORATION
or
GREAT LAKES WATER AUTHORITY

These Articles of [ncorporation are adopted by the incorporating municipalities identified in
Article 2 hereof to create an authority under the provisions of 1955 PA 233, as amended, MCL
124,281 et seq. (the “Act),

ARTICLE 1 - NAME

The name of the Authority is the “Great Lakes Water Authority,” 'The principal office of the
Great Lakes Water Authority (“Authority’) will initially be located at Detroit, Michigan, the
mailing address of which is 735 Randolph Street, Suite 501, Detroit, MI 48226, or at such other
location(s) as the Board (as defined herein) shall determine ftom time to time.

ARTICLE 2 - INCORPORATING MUNICIPALITIES

The incorporating munieipalities creating this Authority are the City of Detroit, Michigan (the
“City””), and any overlapping or contiguous Charter ot 1973 PA 139 County whose legislative
body adopts these Articles of Incorporation pursuant to scction 2 of the Act (individually a
“County” and collectively the “Counties”), which are designated as the “Incorporating
Municipalities.”

ARTICLE 3 - PURPOSE

The Authority is incorporated for the purpose of acquiring, owning, leasing, improving,
enlarging, extending, financing, refinancing and operating a water supply system and a sewage
disposal system, including a storm water collection and treatment system, or a combination of
such systems, and for exercising any of the powers of the Authority under these Atticles and for
purposes authorized under Article 7, Section 28 of the Michigan Constitution, the Act and other
Michigan law. The terms “water supply system” and “sewage disposal system”, as used in these
Atticles of Incorporation shall be as now or later defined in Section [ of the Act.

ARTICLE 4 - POWERS

A. The Authority shall be a public body corporate with the power to sue and be sued in any court
of this State, The Authority shall be comprised of all of the territory within the corporate
boundaries of the Incorporating Municipalitics. The Authority shall possess all of the powers
now or later granted by the Act, the State of Michigan Constitution of 1963, as may be amended,
or by any other applieable statute or law and by these Articles and all other powers incident
thereto, including all powers necessary to carry out its purposes and all powers incident thereto,
except that the Authority shall not exercisc any of the powers set forth in Scetion 7 of the Act
without the consent of the applicable Incorporating Municipality or constituent municipality.
The Authority may acquire property by purchase, construction, lease, grant, gift, devise or
condemnation, either within or without its corperate limits, and may hold, manage, eontrol, sell,
exchange or lease such property. For the purpose of condemnation it may proceed under any
statute which grants any municipality or public body the authority to acquire private property for
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public use. The cnumeration of any powers in these Articles shall not be construed as a limitation
upon the Authority’s general powers unless the context shall clearly indicate otherwise. The
Authority shall have a corporate seal.

B. Except as otherwise provided in the Act or these Articles, and without limiting the
generality of the foregoing paragraph (A), the Authority may do all things necessary or
convenient to implement the purposes, objectives, and provisions of the Act and the purposes,
objectives, and jurisdictions vested in the Authotity or the Board by the Act or other law,
including, but not limited to, all of the following:

(1) Borrow money and issue bonds and notes according to the provisions of the Act and
these Articles.

(2) Make and enter into contracts, agreements, or instruments necessary, incidental, or
convenient to the performance of its duties and execution of its powers, duties, and jurisdictions
under the Act with any federal, state, local, or intergovernmental governmental agency or with
any other person or entity, public or ptivate, upon terms and conditions acceptable to the
Authority. No contract shall be for a period excecding 40 years.

(3) Engage in collective negotiation or collective bargaining and cnter into agreements
with a bargaining representative as provided by 1947 PA 336, MCL 423.201 to 423.217.

(4) Solicit, receive, and accept gifts, grants, labor, loans, con(ributions of money,
ptoperty, or other things of value, and other aid or payment from any federal, state, local, or
intergoyernmental government ageney or [rom any other person or entity, public or private, upon
terms and conditions acceptable to the Authority, or participate in any other way in a federal,
state, local, or intergovernmental government program.

(5) Make application for and receive loans, grants, guarantees, or other financial
assistance in aid of a water supply system or a scwage disposal system, including a storm water
collection and trealment system, ot a combination of such systems, from any state, federal, local,
or intergovernmental povernment or agency or from any other source, public or private,
including, but not limited to, financial assistance for purposes of developing, planning,
constructing, improving, and operating a water supply system or a sewage disposal system,
inctuding a storm water collection and treatment system, ot a combination of such systems,

(6) Procure insurance or become a self-funded isurer against loss in connection with the
property, assets, or activities of the Authority.

(7) Indemnify and procure insurance indemnifying Board members from personal loss or
accountability for tiabiity asserted by a person with regard to bonds or other obligations of the
Authority, or from any personal liability or accountability by reason of the issuance of the bonds
or other obligations or by reason of any other action taken or the failure to act by the Authority.

(8) Invest money of the Authority, at the discretion of the Boord, in instruments,
obligations, securities, or property determined proper by the Board and name and use
depositories for Authority money. Investments shall be made consistent with an investment
policy adopted by the Board that complies with the Act and 1943 PA 20, MCL 129,91 to 129,96,

(9) Contract for goods and services as nccessary and as provided under the Act. The
Authority may contract with a management firm, cither corporate or otherwise, to operate a
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water supply system or a sewage disposal system, including a storm water collection and
treatment system, or a combination of such systems, under the supervision of the Authority.

(10) Employ lcgal and technical experts, other officers, agents, employees, or other
personnel, permanent or temporaty, as considered necessary by the Board as provided undet the
Act,

(11) Contract for the setvices of persons or entities for rendering professional or technical
assistance, including, but not limited to, consultants, managers, legal counsel, engincers,
accountants, and auditors, as provided under the Act.

(12) Establish and maintain an oftice,

(13) Acquite by gift, devise, transfer, exchange, purchase, lease, ot otherwise on terms
and conditions and in a manner the Authority considers proper property or rights or interests in
property. Property or rights ot interests in property acquired by the Authority may be by
purchase contract, lease purchase, agrecment, installment sales contract, land contract, or
otherwise. The acquisition of any properly by the Authority for a water supply system or a
sewage disposal system, including a storm water collection and treatment system, or a
combination of such systems, in furtherance of the purposes of the Authority is for a puhlic use,
and the exercise of any other powers granted to the Authority is declared to be public,
governmental, and municipai functions, purposes, and uses exercised for a public purpose and
matters of public necessity.

(14) Hold, clear, remediate, improve, maintain, manage, protect, control, sell, exchange,
lcase, or grant easements and lcenses on property or rights or interests in property that the
Authority acquires, holds, ot controls,

(15) Except as may be provided under state or federal law, convey, sell, transfer,
exchange, lcase, or otherwise dispose of property or rights or interest in property, to any person
or entity on terms and conditions, and in a manner and for consideration the Authority considers
proper, fair, and valuable,

(16) Develop a water supply system or a sewage disposal system, including a storm water
collection and treatment system, or a combination of such systems.

(17) Assume and perform the obligations and covenants, including the debt obligations,
of a local government, including without limitation the City, related to a water supply system or
sewage disposal system, including a storm water collection and treatment system, or a
combination of such systerns,

(18) Enter into contracts or other arrangements with persons or entities, for granting the
privilege of naming or placing advertising on or in all or any pottion of a water supply system or
sewage disposal system, including a storm water collection and treatment system, or a
combination of such systems,

(19) Establish nnd fix a schedule of rates, foes, or other charges for use of, or services
provided with respect to, any water supply system or sewage disposal system, including a storm
water eollection and treatment system, or a combination of such systems, operated by the
Authority and provide for the collection and enforcement of those rates, fees, or other charges.
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(20) Do all other acts and things necessary ot convenient to cxetcise the powers, duties,
and jurisdictions of the Authority under the Act or other laws that relate to the purposes, powers,
duties, and jurisdictions of the Authority.

C Notwithstanding any other provision of law to the contrary, the Authority shall not have
the power to impose ot levy a tax.

D. Any further limitation of powers granted under these Articles must be accomplished by rule
or regulation adopted by the Authotity in accordance with the procedure therefor set forth in the
Act. All other aspects of the operation of the Authority shall be through policies adopted by the
Board, unless otherwise provided by law.

ARTICLE § - TERM OF EXISTENCE

A. The Authority shall continue in existence until dissolved by unanimous act of the Board or
by law, but in no event before all cxisting and future indebtedness of the Authority has been paid
or provision for payment thereof has been made in accordance with the terms of such
indebtedness. The Authority shall not be dissolved if such dissolution could operate as an
impairment of any of its contracts or the terms of any of its indebtedness. After the affirmative
unanimous vote of the Board to dissolve the Authority, the Board shall determine how assets of
the Authority are to be distributed by vote of the Board as set forth in Axticle 9.

B, Notwithstanding any other provision of these Articles, an Incorporating Municipality may be
released from membership in the Authotity if all of the following conditions are met:

(1) Adoption of a resolution by a 2/3 majority vote of the members elected to and serving
on the legislative body of the Incorporating Municipality requesting release from membetship.

(2) Acceptance of the request by a unanimous vote of the members serving on the Board
of the Authority, excluding the member representing the Incorporating Municipality requesting
rclease,

(3) Payment or the provision for is made regarding all obligations of the Incorporating
Municipality to the Authority or its creditors,

(4) An Incorporating Municipality that withdraws from the Authority may continue to
receive services from the Authority pursuant to contract upon such terms and conditions are
otherwise authorized or permitted by law and mutually agreed upon by the Authority and the
Incorporating Municipality.

C. Automatic Dissolution, The Authority shall immediately dissolve upon the occurrence of
any of the following:

(1 If at any time before the issuance of debt in the name of the Authority a
Bankruptey Court or other court of competent jurisdiction rejects, modifies, tevokes, suspends,
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severs or otherwise allers, with a material adverse impact on any of the City’s watet supply or
scwage disposal system or the Authority, any material provision of these Articles or the
provisions in the City's Sixth Amended Plan of Adjustment addressing the Detroit Water and
Sewerage Department (“DWSD”) component of the City’s General Retirement System pension
liabilities, ‘

(2) If, within 200 days of the effective date of the establishment of the Authority, the
Board fails to approve and execute separale leases with the City (eollectively, the “DWSD
Lease™) for the City’s water supply system and sewage disposal system, respectively, which have
been under the control of DWSD, The 200-day time period shall be tolled during any period
where the Board’s authority to act is enjoined or restrained by a court of competent jurisdiction,

(3)  The DWSD Lease differs in any material respect from the Memorandum of
Understanding, executed as of September 9, 2014, by the Emergency Manager and Mayor of the
City, the County Exceutive of each County and the Governor of the State of Michigan (the
“MOU”).

D. In approving these Atrticles, the City agrees to execute and enter into a lease for each of its
water supply and sewage disposal systems and to teansfer or lease of related personal property
with terms which eonform to the parameters for such lease set forth in the MOU and these
Artieles, and the Mayor of the City is hereby empowered to negotiate and enter into such lease
with the Authority,

ARTICLE 6 - FISCAL YEAR

The fiscal year of the Authority shall commence on July 1 and end on June 30.

ARTICLE 7- BOARD OF DIRECTORS AND OFFICERS

The governing body of the Authority shail be a Board of Directors (the “Board”) composed of
six voting members selected in the following manner:

A, Two members of the Board shall be residents of the City of Detroit, shall be appointed by
the Mayor of the City and shall serve at the appointing authority’s pleasure, The initial term for
the members appointed under this paragraph shall be three (3) years and all subsequent terms
shall be for four (4) years.

B. Each Charter or 1973 PA 139 County that adopts these articles of ineorporation shall
appoint one member who shall be a resident of the County from which appointed. The
appointments shall be made hy the Executive or Administrative authority designated under the
respeetive Charters or 1973 PA 139 and the appointees shall serve at the appointing authoritys
pleasure. The initial term for the appointees from the Counties with the highest and second
highest population shall be two (2) years and all subsequent terms shall be for four (4) years,
The initial term for the appointees from any other county shall be one (1) year and all subsequent
terms shall be four (4) years,

C. One member of the Board who shall be a resident of an area served by the Authority
outside of the City of Detroit and the Counties of Wayne, Oakland and Macomb shall be
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appointed by the Governor of the State of Michigan. Such member and shall serve at the pleasure
of the Governor. The initial teem for the member appointed under this paragraph shall be four
(4) years and all subsequent terms shail be for four (4) years.

D, If an Authority is-incorporated under Section 2 of Act 233 but the legislative body of any
of Wayne County, Oakland County or Macomb County fails or refuses to adopt these Articles of
Incorporation on or before October 10, 2014, then the Governor of the State of Michigan shall
appoint a board member for that County who shall be a resident of the area to be served by the
Authority located within the County failing ot refusing to adopt these Atrticles and such member
shall serve at the pleasure of the Governor, The initial term for a member appointed under this
paragraph shall, on the basis of population, be as set forth in paragraph B above, If any County
that failed to adopt these Articles on or before October 10, 2014 subsequently adopts these
Articles prior to the execution and delivery of the DWSD Lease, then such County shall appeint
a member to the Board and such member shall replace the member appointed by the Governot as
provided in this paragraph D,

E. All members of the Board appointed under this Article 7 shall have at least seven years of
experience in a regulated industry, a utility, engineering, finance, accounting or law. Members
may be compensated within the limits set by the affirmative vote of at least 5 members of the
Board and approved by the Mayor of the City and the County Executives of each County,
consistent with practices for other large public utilities, Board members may be reimbursed for
actual and necessary expenses incurred while attending Board meetings or performing other
authorized official business of the Authority,

F. No later than 30 days after the date on which the Authority becomes effective as provided
in Article 17, members of the Board shall be appointed, Upon appointment to the Board and
upon taking and filing the oath of office required by section 1 of article XI of the state
constitution of 1963, a Board member shall enter office and exercise the dutics of the office of
Board member,

G, Within not more than 30 days following the appointment of at least 4 of the members of
the Board, the Board shall meet for the purpose of orgunizing the Board. The time and place for
such initial meeting shall be fixed by the Mayor of the City, and notice of that meeting shall be
served upon all members in the manner provided in these Articles and the Open Meetings Act
(OMA), 1976 PA 267, as amended, MCL 15.261 to 15.275. No appointment to the Board and
o selection of an officer of the Board shall be deemed to be invalid because it was not made
within ot at the time specified in these Articles. The Authority shall, af its organizational
meeting, enter into an interlocal agreement 1o permit the appointment of any gubernatorial
appointee.

H. The Board shall elect from among its members a Chairperson, a Vice-Chairpetson and a
Sccretary. The Board shall also elect or appoint a Treasurer, who shall not be a member of the
Roard and who shall serve as the chief finencial officer of the Authority. The Board may elect
other officers as the Board considers necessary. All officers shall be elected annually by the
Board,

L. An individual who has been convicted of, pled guilty or no contest to, or forfeited bail

concerning a fejony under the laws of this state, any other state, or the United States shall not be
appointed or remain as # member of the Board, A member of the Board to whom this paragraph
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applies may be removed at the pleasure of the appointing authority or shall be removed for cause
by the Board as provided herein.

J, The Board shail appoint an audit committee consisting of 3 members of the Board. The
audit committee shall hold its first meeting within 60 days after the effective date of the
Authority. A majority of members appointed and designated as audit committee members by the
Board under this paragtaph may conduct the busincss of the comunittee, The audit committee
shall meet not less than 4 times each year with the chief financial officer and the chief executive
officer of the Authority; and the Authority's independent public auditors to teview the reports
related to the financial condition, opetations, performance, and management of the Authority,
including, but not limited to, all contractors and subcontractors, and may also order special
investigations or audits, the cost of which shall be paid by the Authority. The audit committee
shall also review the activities and repotts of the internal auditor of the Authority who shall be
appointed by the chief executive officer of the Authority, The audit committee shall, once every
3 years, recommend 3 independent certified public accounting firms that, in the judgment of the
audit committee, possess sufficient resources and qualifications to conduct annual financial
audits of the accounts of the Authority. From the 3 recommendations of the audit committee, the
Board may select, not more than 30 days afler receipt of the recommendations of the audit
commitiee, the independent certified public accounting firm with whom the Authority shall
execute an agreement to conduct annual financial audits for the succeeding 3 fiscal years of the
accounts of the Authority. If the Board does not select | of the recommended independent
certified public accounting firms to conduct annual financial audits for the next 3 fiscal years of
the Authority within 30 days after receipt of the recommendations of the audit committee, the
audit committee shall have the sole power to select the independent certified public accounting
fiem with whom the Authority shall execute an agreement to conduct annual financial audits of
the accounts of the Authority for the next 3 fiscal years. A person may not prevent or prohibit
the internal auditor or the audit commiltee from catrying out or completing any audit or
investigation. The internaf auditor and members of the audit committee shall be protected under
the whistleblowers' protection act, 1980 PA 469, MCL 15,361 to 15,365,

K. The members of the Board, shall, at time of appointment meet all of the following
qualifications: (a) neither the Board member, not his or her spouse nor his or her siblings,
children or step-childeen or their spouses, parents, or siblings or their spouses of the Board
member maybe actively engaged or employed in any other businesses, vocation, or employment
of any of the business having a contractual relationship with the Authority or under the control of
the Authority, (b) neither the Board member, nor his or her spouse nor his or her siblings,
children or step-children or their spouses, parcnts, or siblings or their spouses of the Board
member, may have a combined 1% or greater direct pecuniary interest in any enterptise having a
contractual relationship with the Authority or under the control of the Authority; and (c) the
Board member would not be considered to have a conflict of interest under 1968 PA 318, MCL
15,301 - 15.310, in respect of any contract or subcontract involving the Authotity if the Board
member were considered a state officer under 1968 PA 318, MCL 15.301 - 15,310, Nothing in
this paragraph shall preclude an Incorporating Municipality from appointing an employee or
other offictal of the Incorporating Munieipality to serve on the Board,
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A Board member who, at any time during his or her tetm of service, becomes in violation of the
preceding paragraph shall have 30 days to divest, or arcange for the divestment of, the interest
that caused the violaticn. If the Board member or his or her relative is still in violation of
subpatagraph (a), (b) or {c) of the preceding paragraph after the expiration of the 30-day period,
the appointing authority that appointed that Board member shall remove the Board member from
office and such removal shall be deemed “for cause”.

With respect to the management of the affairs of the Authority, a Board member shall exercise
the duties of a fiduciary toward the Authority and shall discharge the duties of his or her position
in a nonpartisan manner, in good faith, and with the degree of diligence, care and skill that an
ordinarily prudent person would exercise under similar circumstances in a like position. In
discharging his or her duties, a Board member, when acting in geod faith, may rely upon the
opinion of counsel for the Authority and other experts or advisors retained by the Authority, the
report of an independent appraiser selected by the Board, financial statements of the Authority
represented to the Board member to be correct by the person having charge of the Authority’s
books of account or stated in a written report by or a certified public account, & firm of
certificated accountants, to reflect the financial condition of the Authority.

ARTICLE 8 - VACANCIES

A, A member of the Board may resign by written notice to the Board and the appointing
authority, The resignation will be effective upon its receipt by the Board or a subsequent time as
set forth in the notice of resignation. A member of the Board may be removed at the pleasure of
the appointing authority or, as set forth in paragraph J or K of Article 7, for cause, by the
affirmative vote of 5 members of the Board.

B. If a vacancy occurs on the Board due to resignation, cause, death, disability, change in
required residency, conflict of intcrest, or other condition sct forth in these Atticles, the
Authority shall notify the appointing authority and such seat shall be filled in accordance with
the provisions of patagraphs A, B, C, D or E of Article 7 hereof, as applicable,

C. Ifan Incorporating Municipality withdraws from the Authority as provided in these Articles,
the Governor shall appoint a replacement Board member who shall be a resident of the
withdrawing municipality and who shall serve at the Governor’s pleasure.

ARTICLE 9 - BOARD MEETINGS, VOTING

A, The Board shall conduct regular meetings as needed and not less than at least once during
cach quarter of each year. The business of the Board shall be conducted at a public meeting of
the Board held in compliance with the OMA. Public notice of the time, dale, and place of the
meeting shall be given in the manner required by the OMA. After organization, the Board shall
adopt a schedule of regular meetings and adopt a regular meeting date, place, and time. A special
meeting of the Board may be called by the Chairperson of the Board or as provided in bylaws
adopted by the Board, Notice of a special meeting shall be given in the manner required by the
OMA,
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B. At least a majority of the members of the Board constitute a quorum for ordinary
business. Each Board member shall have one vote, The Board shall act by resolution ot may act,
if permitted or required by law, by ordinance.

C. For the adoption of any action there shall be required a majority vote of all of the
members of the Board, unless o greater majority or a unanimous vete of all Board members is
required by the Act, these Articles or the Authority’s bylaws, Action required to (i) set or
approve rates and/or charges for the provision of water and sewer sctvices, including storm
water collection and treatment services, or for a combination of such services, (ii) establish and
adopt the Authority’s operating budget, (iii) establish and annually approve a five year capital
improvement program, (iv) establish and adopt procurement tules and regulations, (v) select a
chief executive officer, (vi) authorize the issuance of debt, (vii) remove a Board metnber for
cause, or (viii} apptove or modify the DWSD Lease, shall require compliance with the Act and
the affirmative vote of at least 5 members of the Board. Any amendment to these Articles of
Incorporation shall requite compliance with section 6 of the Act and the unanimous vote of the
Board.

D. The Board shall adopt bylaws governing its procedures and regulating the affairs of the
Authority which are not in conflict with the terms of the Act, any other statute, or these Articles,

E. Subjeot to paragraph D of Article 5, the Board shall adopt rules and regulations by resolution
and with concutrence by resolution of constituent municipalities in accordance with the Act.

F. The Board shall keep a written or printed record of each meeting, which record and any
other document or record prepared, owned, used, in the possession of, or retained by the
Authority in the performance of an official function shall be made avatlable to the public in
compliance with the freedomn of information act, 1976 PA 442, MCL 15231 to 15.246. The
Board’s written or printed record shall be signed by the Secretary and shall show how each
member voted, Fach member shall vote upon all motions, resolutions and ordinances unless
disqualified from voting thercon by reason of any personal interest as defined by the conflict of
interest laws of the State of Michigan or these Articles. All votes shall be “yeas” and “nays,”
except that where the vote is unanimous, it shall only be necessary to so state.

G, The Board shall provide for a system of accounts for the Authority to conform to a
uniform system required by law and for the auditing of the accounts of an authority. The Board
shall obtain an annual audit of the Authority by an independent certified public accountant and
report on the audit and auditing procedures in the manner provided by sections 6 to 13 of the
uniform budgeting and accounting act, 1968 PA 2, MCL 141.426 to 141,433, The audit also shall
be in accordance with generally accepted government auditing standards and shall satisfy federal
regulations relating to federal grant compliance audit requirements.

H. Before the beginning of each fiscal year, the Board shall cause to be prepared a budget
for the Authority containing an itemized statement of the estimated current operational expenses
and the expenses for capital outlay including funds for the operation and development of the
facilities under the jurisdiction of the Board, including the amount necessary to pay the principal
and interest of any outstanding bonds ot other obligations of the Authority maturing during the
next fiscal year or that have previously matured and are unpaid, and an cstimate of the estimated
revenue of the Authority from all sources for the next fiscal year. The Board shall adopt a budget
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for each fiscal year in accordance with the uniform budget and accounting act, 1968 PA 2, MCL
141,421 to 141,440a.

L. For fiscal year 2017 and beyond, the Board shall formally adopt a two-year opetating
budget.
J, Not less than quarterly, the chief executive officer shall present to the Board reports

showing budget to actual comparisons of cxpenses and revenues incurred and received together
with projections of operations through the current fiscal year. Explanations for variances ftom
the operating budget and proposed adjustments to the operating budget relating thereto shall also
be presented to the Board for their consideration and action.

K. The Board shall adopt a procurement policy meeting the requirements of this Article 9.
The procurement policy shall provide for all of the following:

(1) the purchasc of, the contracting for, and the providing of supplies, materials, services,
insurance, utilities, third-party financing, equipment, printing, and all other items as needed by
the Authority the cost of which exceeds a threshold to be established by the Board to efficiently
and effectively mecet the needs of the Authority using competitive procurement methods to
secure the best value for the Authority, '

(2) the acquisition of professional services in accordance with a compelitive,
qualifications-based selection process and procedure for the type of professional service required
by the Authority. The Authority shall not be required to use competitive bidding when acquiring
proprietary services, equipment, or information available from a single source, such as a software
license agreement or for emergency repairs, o to respond to a declared state of emergency or if
procurement is necessary for the imminent protection of or mitigation of an imminent threat to
public health or safety. The Board may enter into a cooperative purchasing agreement with the
federal government, the state, or other public entities for the purchase of goods or services
necessary for the Authority.

(3) a requirement for the Authority to use its best efforts within the competitive
solicitation requitements of these Articles fo achieve fairness in the number and value of
contracts for goods or services entered into by the Authority with persons or firms based in the
Authority territory area consistent with applicable law.

(4) the control, supervision, management, and oversight of each contract to which the
Authority is a party.

(5) monitoring the performance of each contract for goods or services including, but not
limited to, a contract that exists on the date the Authority assunes control of a water supply
system or sewage disposal system, to assure exceution of the contract within the budget and time
periods provided under the contract and compliance with the terms of the contract, the Act, these
Articles and federal and state procurement law,

(6) unless specifically provided for in the procurement policy, that the chief executive
officer or other authorized employee of the Authority shall not sign or execule a contract until
the contract is approved by the Board.

(7) preclude the Authority from entering into a procurement or employment contract with
a person who has been convicted of a criminal offense incident to the application for or
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performance of a contract or subcontract with a local government, state or federal governmental
entity or with a persen who has been held liable in a civil proceeding or has been convicted of a
criminal offensc that negatively reflects on the person's business integrity, based on a finding of
embezziement, theft, forgery, bribery, falsification or destruction of records, receiving stolen
propetty, or violation of state or federal antitrust statutes, or similar laws,

L. The Board shall prepare an annual report detailing all contracts entered into by the
Authority during the immediately preceding fiscal year, which report shall be made publically
available and posted on the Authority’s website. As used in this pavagraph, if a person is a
business entity, petson includes affiliates, subsidiaries, ofticers, directors, managerial employces,
and any person who, directly or indirectly, holds a pecuniary interest in that business entity of
20% or mote. Nothing in this paragraph shall be construed as creating a quota or set-aside for
any city or any county in the Authority tertitory atea,

M. The Board may employ personnel as the Board considers necessary to assist the Board in
performing the power, duties, and jurisdictions of the Authority, including, but not limited to,
employment of a chief exccutive officer, The Board shall adopt an employment policy consistent
with applicable law that includes a requirement for the Authority to use best cfforts to achieve
fairness in the hiring of smployces from among residents of the City of Detroit and cach
Tncorporating Municipality within the Authority territory area. Nothing in this paragraph shall be
construed as creating a quota or set-asidc for any city or any county in the Authority territory
grea.

N. The Board shall establish policies to assure that the Board and the Authority shall not do
cither of the following:

(1) Fail or refuse to hire, recruit, or promotc; demote; discharge; or otherwise
discriminate against a person with respect to employment, compensation, or a term, condition; or
privilege of employment, or a contract with the Authority because of religion, race, color,
national origin, age, sex, secxual orientation, height, weight, marital status, partisan
considerations, or a disability or genetic information that is unrclated to the person's ability to
perform the duties of a particular job, position, or confract,

(2) Limit, scgregate, or classify an employee, a contractor, ot applicant for employment
or a contract in a way that deprives or tends to deprive the employee, contractor, or applicant of
an employment opportunity or otherwisc adverscly affects the status of an cmployce, contractor,
or applicant because of religion, race, color, national otigin, age, sex, sexual orientation, height,
weight, marital status, partisan considerations, or a disability or genetic information that is
unrelated to the person’s ability to perform the duties of 2 particular job or position,

ARTICLE 10 - BOARD AFFAIRS

A. The Chairperson of the Board shall be its presiding officer and except as otherwise
ptovided in these Articles, the Chairperson shall not have any execulive or administralive
functions other than as a member of the Board, In the absence or disability of the Chairperson,
the Vice-Chairperson shalf perform the duties of the Chairperson, The Secretary of the Board
shall be the recording officer of the Board.

B. The Treasurer of the Board shall be custodian of the Tunds of the Authority and shall
provide a bond conditioned upon the faithful performance of the duties of his or her office as
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provided in paragraph D of Article 13, The cost of this bond shall be paid by the Authority. All
money shall be deposited in financial institutions designated by the Board as permitted by 1943
PA 20, MCL, 129.91 to 129.96, and all checks or other forms of withdrawal therefrom shall be
signed by the Chairperson or Vice-Chairperson and by the Treasurer or Sceretary. The Board
shall appoint and employ a chief financial officer who is not & member of the Board as Treasurer.

C. The officers of the Board shall have such other powers and duties as may be conferred
upon them by the Board.

D, The provisions of this Article shall be considered controlling over all other provisions of
these Articles of Incorporation,

ARTICLE - 11 REVENUES

A. Tn addition to the requirements set forth in paragraph C of this Article 11, the Authority may
raise revenues to fund all of its activitics, operations, and improvements consistent with its
purposes, The sources of revenue available to the Authority may include, but are not limited to,
any of the following:

(1) Rents, fees, or other charges for use of a water supply system or a sewage disposal
system, including a storm water collection and treatment system, or a combination of such
systems, which the Authority may fix, regulate, and collect.

(2) Fcderal, state, or local government grants, loans, approptiations, payments, ot
contributions,

(3) The procceds from the sale, exchange, lease, or other disposition of property to which
the Authority has title,

{4) Grants, loans, appropriations, payments, proceeds from repayments of loans made by
the Authotity, or contributions from public or private sources,

(5) Investment earnings on the revenues described in subparagraphs (1) to (4).

B. The revenues raiscd by the Authority may be pledged, in whole or in patt, for the repayment
of bonded indebtedness and other expenditures issued or incurred by the Authority.

C. The Board by resolution shall estabiish and tund a separate segregated fund for each water
supply system and sewage disposal system under its jurisdiction for the sole purpose of recciving
rates and charges imposed in consideration for the lease of the related systcm from the City
which shall be used at the City’s direction and discretion to fund any or a combination of the
following: Detroit local system infrastructurc improvements, debt gervice associated with such
improvements or the City’s share of the cost of common-tc-all improvements.

ARTICLE 12 - SALE AND ISSUANCE OF BONDS, NOTES AND OTHER
INDEBTEDNESS

A. The Authority may borrow money and issue bonds, notes, and cther cvidences of
indebtedncss in accordance with and exercise all of the powers conferred upon the Authority by
the laws of the state, including without limitation, the Act, the revenue bond act of 1933, 1933
PA 94, MCL 141,101 to MCL 141,140, and the revised municipal finance act, 2001 PA 34, MCL
141,2101t0 141.2821,
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B. Bonds issued by the Authotity are debt of the Authority and not a debt of any Incorporating
Municipality except to the extent that a withdrawing Tncorporating Municipality retains liability.

C. The issuance of bonds, notes, or other evidences of indebtedness by the Authority shall
requite approval of the Board as sct forth in paragraph C of Article 9.

ARTICLE 13 - EMPLOYLEES

A. The Board shall appoint and fix the compensation of a chief executive officer for the
Authority, The Board shall prescribe the dutics and responsibilities of the chief executive officer
in addition to any duties and responsibilities imposed upon the chicf executive officer under the
Act, these Articles or law, The chief executive officer of the Authority shall serve at the pleasure
of the Board, :

B. The chief executive officer shail supervise and be responsible for the day-to-day operation of
the Authority, including the control, supervision, management, and oversight of a water supply
system or a sewage disposal system (including a storm water collection and treatment system, or
a combination of such systems), the issuance of bonds, notes and other evidences of indebtedness
approved by the Board, the negotiation and establishment of compensation and other terms and
conditions of employment for any employees of the Authority, the negotiation, supervision, and
enforcement of contracts entered into by the Authority and approved by the Board, and the
supervision of contractors of the Authotity in theitr performance of their duties, The Board may
delegate to the chief exccutive officer of the Authority the power and responsibility to exccute
and deliver, and sign for, contracts, lenses, obligations, and other instruments as have been
approved by the Board.

C. The chief executive officer of the Authority shall have all powets as are incident to the
performance of his or her duties that are prescribed by the Act, these Articles or by thc Board.
All actions of the chief executive officer of the Authority shall be in conformance with the
policics of the Board and in compliance with applicable law.

D. The Board shall requirc the chief executive officer of the Authority and the Treasurer and
chief financial officer of the Authority to post a suitable bond of not less than $50,000.00 issued
by a responsible bonding entity, with the cost of the premium of the bond paid by the Authority,

E. The Board shall not authorize the chief executive officer of the Authority to do any of the
following:

(1) Appoint a successor to the chief executive officer.

(2) Except as may be specifically provided in the procurement policy adopted pursuant to
Article 9, approve a contract ot a contract amendment,

(3) Appoint or hire [egal counsel for the Board.

(4) Prescribe ethical standards for the Board or Authority employees without Board
approval,
F. The Board shall have power to hire employees to assist the Board in the execution of Board
functions and to fix the compensation therefor,

ARTICLE 14 - FEDERAL, STATE OR LOCAL GRANTS IN AID
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The Board, on behalf of the Authority, shall have the power to accept contributions, capital,
grants, gifts, donations, services, loans or other financial assistancc from the United States of
Ametica or any agency or instrumentality theteof or from the State of Michigan or any agency,
instrumentality or political subdivision thereof,

ARTICLE 15 - AUDIT

The Board shall cause an annual audit to be made of its financial statements, including such
federal and state audits as may be required relating to grants and awards, by a certified ‘public
accountant, and shall furnish at least two copies to cach Incorporating Municipality. The books
and records of the Authority shall be open for inspection by any Incorporating Municipality at all
reasonable times upon reasonable notice.

ARTICLE 16 - PUBLICATION

A. These Articles shall be published once in the Detroit News, Detroit, Michigan, which
newspaper has general circulation within the territory encompassed by the Authority. One
printed copy of the Articles of Incorporation as printed in this newspapcer, cettified as a true copy
thereof as provided below, with the date and place of publication shown by a publisher’s
affidavit of publication attached thereto, shall be filed with the Miehigan Secretary of State and
also the Clerk of the City of Detroit and the Cletk of the Counties which are Incorporating
Municipalities after the exccution and publication thereof has been completed. The fact of the
adoption of these Articles shall be endorsed on the Articles in the manner mandated by section 2
of the Act, MCL 124.282,

B, The Oakland County Clerk is hereby designated as the person to cause these Articles of
Incorporation to be published, certified and filed as described,

C. All expenses for the publication of these Articles and all other expenses incurred in the
incorporation and establishment of the Authority shall be paid as a common-to-all expense by
DWSD or from such grant funds as may be secured to support such expenses,

ARTICLE 17 - EFFECTIVE DATE

This Authority shall become effective upon the filing of certified copies of these Articles of
Incorporation, as provided in the preceding Atticle 16.

ARTICLE 18 - EXEMPTION FROM TAXATION

The property of the Authority shall be exempt from all taxation and assessment and no writ of
attachment or writ of execution shall be levied upon the property of the Authority.

ARTICLE 19 - AMENDMENTS

These Articles of Incorporation may be amended at any time as provided in the Act and these
Atticles so as lo petmit any county, city, village, township or charter township to become a
member of the Authority, if such amendment to the Articles of Incorporation is adopted by the
legislative body of such county, city, village, township or charter township proposing to become
a member, and if such smendment is adopted by the legislative body of each Incorporating
Municipality of which the Authority is composed, Other amendments may be made to these
Articles of Incorporation at any time if adopted by the legislative body of each Incorpotaling
Municipality of which the Authority i3 composed, Any such amendment shall be endorsed,
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published, and certified and printed copies filed in the same manner as the original Articles of
Incotporation, except that the filed and printed copies shall be certified by the recording officer
of this Authority.

ARTICLE 20 - MISCELLANEOUS

A, These Articles of Incorporation may be executed in two or more counterparts, each of
which shall be deemed an original.
B. The captions in these Articles of Incorporation are for convenience only and shall not be

considered as part of these Articles of Incorporation or in any way limiting or amplifying the
terms and provisions hereof.

C. These Articles have been adopted by the Incorporating Municipalities, as is set forth in
the following endorsements and the designated officials of cach Incorporating Municipality have
endorsed a statement of such adoption,

These Atticles of Incorporation were approved by the of the City of Detroit
by dated , 2014,

City of Detroit

These Articles of Incotporation were approved by the Board of Commissioners of the Charter
County of Macomb, Michigan, at a meeting duly held on , 2014,

County Clerk
Macomb County

These Articles of Incorporation were approved by the Board of Commissioners of the County of
Oakland, Michigan, at a meeting duly held on ,2014,
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County Clerk
Oakland County

These Articles of Incorporation were approved by the County Commission of the Charter County
of Wayne, Michigan, at a meeting duly held on , 2014,

County Clerk
Wayne County
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EXHIBIT B
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Execution Cop_;; ‘ ._

MEMORANDUM OF UNDERSTANDING
REGARDING THE FORMATION OF THE GREAT LAKES WATER AUTHORITY

The fqllowlng memorandum of understanding (MOU) represents a.framework for the - |
establishment by the City of Détralt, Oaklend County, Wayne County and Macoimb County
(each, an “Incorporating Municipality") of a regional water and sewer/stormwater authority to be
called the Great Lakes Water Authority, pursuant to Act 233 of 1955 (Act 233}, to operate,’
control, and improve both the Water Supply and Sewage Disposal Systems (Systems) owned:
by the City and presently operated by the Detroit Water and SeWerage Department (DWSD),
This framework describes terms to be Incorporated Into articles of incorporaticn which shiall be
presented to the City and the legisiative bodies of the Counties as soon as practicable, for
approval or disapproval no later than Qctober 10, 2014, The Authority shall be established
upon adoption of the articles of incorporation by the City and the legistative body of at least one _
County, and the publication and ﬂring of the articles of Incorporation as provided in Act233.
GOVERNANCE : .

The Board of the Authority shall be comprised of six voting members ]

"« Two members appointad by the Mayor of the City
~» One member appolnted by each County which-adopts the articles of incorporation

* One member resident of a service area outside the territarles of the three Countles

appointed by the Govermnor

In the event that Wayne, Oakland or Macomb County does not adopt the artlcles of
Incorporation the Govarnor shall also appoint a Board member resident in the service area.
within that County, Board members shall have four year, staggered: terms, with ne more thari
two members’ terms expiring in same year, Each Board member shall serve.at the will of and.

may be removed by the appolnting authority. -
The Board shall act by simple majority vote, except that a supermalority (5/6) shall be

required for: . .
] Appointm‘e‘nt of the Authorily's general manager/executive director
s Approval of rates; fees.and charges and rate-setting protocols '
« lssuance of debt, which shafl be revenué-backed debt

s Approval ofannual operating budget

« * Annual approval of a rolling Five Year Capltal improvement Plan



+ Adoption of a procurement poIIcy. whloh will Include the terrns on whlch any aspact

of the operatlons of elther System may be privatized '

. Approval of a Lease of the Systems from the City

« Removal of any Board member for causa,

All Board members shall possess minimum education and professional experience
standards, to wit: at least severr years of eXpérlence, in a regulated industry, a utllity,
engineering, finance, accounting or faw, '

' . Compensatlion of Board members shall be determined by a supermajorlty vote of the
Authorlty Board, and shall be consistent with the practices for other large public utilities,
LEASE , - ' -

Tha Clty shall Ieasé the Systems (except the Detroit local system Infrastructure) to the

" Authority for an Initial term of 40 years, extendable to at least match the term of any outstanding
'bonds of the Authorlty. Consideration for the. Leésa shall be the $50 million comn‘10n-to~all
charge per year (not subject to further Board- approval) to be held by the Authority in the funds
desciibed below and used at the City's directlon and discretion ta.fund any or a comb!nation of
the following: Detroit local system infrastrutture lmprovements, debt service assoclated with.
such improvements or the Clty's share of the cost of common-to-all improvements. The parties .
agree lhat no Lease shall be entersd into If the payment in consideratlon for the Lease would
cause the Systems o be-unable to provide a reasonable level of aervice, satisfy Its debt ‘
obligatlons and adhere to thie rate structure get forth In the Plan of Adjustment. Initially, 46% of
the charge shall be allocated to Water Supply System customers and 55% shall be allocated to
Sewage.Disposal Syatam customers, such allocation to-be subject to review and. adjustmant by .
the Board every thres.to five yaars consistent with the-method of allocation of other common-to-
all charges between the two Systems.lprovlded, that no such adjustment shall reduce the
availability of such revenues to pay debt s’ervlce on bonds issued to finance Détrolt local system
improvements below the level in anticipation of which such bonds were issued.

KEY FINANCIAL TERMS .

Tha Authority shall have no taxing power.

A financial obligation of the Authority shall be the. ﬂnancial obligation of the Author!ty only
and not a financial obligation of an Incorporating Municipality or & constituent- municipality -
except to the extent a municipallty which Is.a-whalesale.customer may have liabllity in that

" capacity.

e



The State shall allow the-Authorlty to use the Michigan Finance Authority to Issue bonds *
oh behalf of the Authority, .
The Authority's common-to-all rate structure shall include: _

» The $50 milllon annual charge to be deposited with the Authority and applied at
the Clly’s diraction and discretion, (i} In the case of funds to be used for pay-as-
you-go Detrolt local system improvements, In a separate subaccount within the
Authority's Construction Fund, or Extraordinary Repair and Replacement Reserve
Fund, as appropriata for the related System, to be dedicated to Detrolt local .
system Infrastryp}qre improvements; and/or (fi) in the case of funds to be applied
to the payment of debt service on Authority bonds (either debt service allocable |

, to Detroit's shars of the cost of common-to-all capital improvements or to bonds
Issued by the Authorlty to ﬂnance Detrolt local system improvements) to the
gppropriate qutvServicﬂe Account, '

+  $4.5 miflion In 2014/15 and an amount equal to ,5% of base budgeted operating.
revenues: per year theréaftef, for deposi to an independently-admintstered Water

_ Reslidential Assistance Pragram fund to provide assistance to indigent resldentlal
customers throughout the Systems who agres to take appropriate actions to
reduce consumnption. S
The exlsting recognifions of the City's ownership and system éupportin the water and
- gewer system rate structures (retum on.equity for water and per settlement for sawer) will be. .-
frozen and continue at $26.216 million per year [$20,700,000 as the.rate of refurn for the water
N sﬁstem and $56,516,000 pursuant to sefttements for the sewer system} during the term of the
Authorly. - | |
The transfer of the Systems to the Authority shall not cause impalrmient of tax treatment
of outstanding DWSD bonds. New debt and refunding bonds shall.be Issued pursuant to the -
Revenus Bond Act (PA 94 of 1933) or other statutory authority.
The MOU Is predicated In part upon the assumption that the Bankruptcy Court will
approve the tarms of the.City's- Sixth Amended Plan of Adjustment (as.it may be modifled,
‘supplemented or ame‘n'ded) (the “Plan. of Adjustment”} allocating liability tc; DWSD for funding

- the City's.frozen Genera! Retlrement System (GRS) pensicn plan (the Pension Liabllity} and the

Clty's settlement of claims assoclated.with the swaps for Its Pension Obligation Certificates, and
for payments relating to debt service.on DWSD's allocated share.of fiabllity on the New B-Notes
atiributable to the GRS VEBA and Penslon Qbligation Certilicates. The financial analysis
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undertaken by the parties assumes that the Authority will issué bonds to prepay its Pen‘étqn"
Liability or identify other savlngs should such financing prove te be Infeasible and the Penslon

-+ Llabllity Is patd over the schedule provided in the Plan.-Within 90 days after the establishmeént of

the Authority, the Authority, working with-the Gty and the Investment Committee of the GRS -
(Investment Committse) shall develop a process to'reach agreement on the dollar amount ,
which the Authority would need to. deposit with the GRS as a one-time payment in lieu of the -
- Pension Liability payments payabla at the rate of $42.9 milllon per year (not including $2.5
million in annual administrative expenses or the one-time restmot‘uﬂhg cost payment of $20 '
milllon in 2014/15) over nine years pursuant to the Plan of Ad]ustment Notwithstanding the .
foregoing, nothing in this MOU modiftes, or purports to modify, the obligations of DWSD as set
forth in the Plan of Adjustment, and the Authority shall assume and comply with such
obligations.

The Investment Committae established for the GRS pursuant to Section 13g. of the
Publtc Employee Retirsment System Investment Act (MCL 38.1133g) (PERSIA) is obligated to
" recelve and approve summary annual repott, a public document prepared pursuant to-Secﬂon
13(3) of PERSJA, Itis the expéotatl,on?qf the parties that the Investment Committee will provide
- the Authority with a copy of each summary annual report prior to the formal approval of guch )
report. The parties understand that the summary annual report will continue to {a) track DWSD
retirees, deferred i;etlrees, and active vested members, pension beneflts pald and actuarial . '
accrued Habilities separately-from other GRS riembers.and (b)-shall allocate to the -
DWSD/Authority an undivided Interest In GRS administrative expenses and in each investment
and class of investment In the GRS, ta enable the Authicrity to verify the appropriateness of
allocations to the Authority. ‘For edch flscal year commencing frbr'r': and after July 1, 2023, on/ils
normal scheduls for determining the curtent flscal year's contributions to GRS, GRS shall
* determine whether DWSD's/Authority’s unfunded accrued actuarial llability on a market value of
assets basls for Its component of the frozen GRS plan-(*DWSD GRS Component | UAA'L"'} is
futly. funded at 100%. If DWSD GRS Component Il UAAL Is funded at 100% or more, no
contributions for the current fiscal year will be required from the Authority. If DWSD GRS
Compenent Il UAAL is less than 100% funded, then the Authority shall make such level annual
contributions to GRS as necessary to amortize such shortfall over 5 years at an Interest rate
equal to tha then current GRS 'Jnl\festment returrt agsumption.

Each System, as a whole, Is assumed fo aXperfend'e revenue requirement Increases of
not more than 4% for each of the first ten years under Authority. management. The rates and
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~ percentage Increases for different customers may vary in order.to meet their specific revenue a
requirements, :

The Authority shall commit to and adopt reporting practices which provide transparency |
in system operations and management. By Fiscal Year 2017 the Authority shali adopt a two
year operating budget.

The Clty and each wholesala custamer shall retaln complete responsiblllty for all
obligations assoclated with thelr individual revenue requlrements

The Authority shall make avery.effort to employ tndividuals and contract with vendors
from throughout the service areas,

" OPERATION AND MANAGEMENT OF DET ROUIT AND EJTHER LOCAL SYSTEMS

. The Clty shall have the right te continue to operate and reta!n employees to operate,

- maintain, repair and improve the local system In Detroit including capital improvements and
repairs, and billing and collection services and any other services or may contract with the
Authority or another third party for all or a pottion.of those or other functions. The City shall

“continue to develop the capital improvement: program for the Detrolt local system Infrastructure
and may elect to administer the meintenance and impravements to that system, and.in any |
event, will direct the expenditure of the funds dedicated for those pureoses. Billing and
collection shalt be managed such that the statutory lien on-net revenues created by the
Ravenue Bond Act applies to payments recelved by the Authorlty or its trustee from Detroit local
system customers and the-Autherity will have the powsr to-enforce the collection of such
payments, The Authority will finanoa Detroit.local system improvements through the Issuance of
Authority bonds under the Revenue Bond Act, with ths debt service to be allocated solely to'
Detrolt local system ratepayers, City local rates may fund the Rate Stabilization Fund,

- contemplated by prior rate settlement agreernents but as yet unfunded, from a portion of
Imp'roved local collections until the accumulated balance is sufficlent to stabilize rates and

‘ reduce delinquencies. The City.will adopt matering or other practical melheds of measuring.
water loss in the Detrolt locel system, . : ‘ :

The Authority may provide services and.issue bonds to finance.improvements for. other

locat systems within its service areas on the same basls. - '

CAPITAL IMPROVEMENTS o ‘
The State agrees to identlfy ways to faciiitate access and eligibility for the Authority to

. the Clean Water State Revolving Fund and Drinkirig Water State Revolving Fund (collectively,
SRF), grants and other.sourcos of State funding.to mitigate the cost of Improvements for the.
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Systems and locaj system Improvemients, particularly for the areas of greatest health and
environmental nead, and commits to using Ils best efforts to facilitate such funding for the

Authority. The City will determine priorities for capital improvements 1o the Détroit focal system,

TREATMENT OF EXISTING CONTRACTS'

Unless otherwise agreed by the partles, the Clty will assign all customer contracts to the
Authority, which shall assume the same.

The Authority shall be a successor employer to DWSD for those employees transferring
- o the Authority, and will assume and honor DWSD's colléctive bargaining agreements for those
employees, - . '

Existing DWSD vendor contracts shall be assigned to and assuméed by the Aulhoﬁty.
EVALUATION AND TRANSITIONAL/TRANSACTIONAL COSTS

The State's Competitive Grant Assistance Program {(CGAP). provides Incentive-based
grants to stimulate smaller, more efflelent government and encourage mefgers. consolldations,
and cooperation between two or more qualifled ]uriSdIc_tIons. The program Is foeused. on
stimulating prejects hetween-two or more qualified iurlsdfetlth'that are creating new mergers,

. consolidatione and/or cooperative efforts/colléiboratiois of existing services.

The State agrees to give prierity consideratlon to.a grant.from any of the parties to this
- MOU to assist with- payment of transactional costs assoclated with establishing and transferring
the-Systems to the Authority, . . -

The City shall retain Veolia to undertake an assessment of the Systems and make

recommendations to assist the partles in evaluating operating models, capltal requirements and

savings oppertunities, with no commitment by DWSD, the Qiiy:‘or the Authority to enter fiito a

contract with Veolia to operate, manage or maintain the Systems. The Authority will be freeto

~ adopt ideas generated by such assessment.and recor‘nmendetlon's- without any further obligation
to Vaolla. In the event the Authorlty Is formed anid a CGAP grant is recelved, sufficlent of such

funds shall he used to reimburse the City for the cost.of the Vedlia assessment.

MANAGEMENT OF THE SYSTEMS FOR BENEFIT.OF CUSTOMERS - .

ItIs the parties’ expectation that the Authority will use Its best efforts to manage the
Bystems for the benefit of alf Authority customars, .Upon commencement of operations the
Authority will review antl revise as.necessary the DWSD water and wastewater Master Plans,
In revigwing those plans the Authority will use [ts fest efforts to optimize the capacity of the
wator supply system and optimize and maximize the capacity of the-wastewater system to treat
~ flow so that operationat economles of scale may be reallzed. The Board will take Into account -

-



-——-the.needs of the reglon in planhihg and operating the water and wastewater systems and wil} -~

strive to become the provider of cholce for aoutheastém Michigan and consider incentives for
customers 1o utilize the system for thelr water supply neads and wastewater flow

| TERMINATION OF AUTHORITY OR WiTHDRAWAL FROM MEMBERSHIP

Any withdrawing Incorporatlng Munlclpality shall remaln fiable for any contractual
obligations it has to the Authority, Upon wlthd_ra,wal of an Incorporating Munlc[pality, tht_a

- Govemor shall thereafter appolnt the membir of the Board previously appointed by the

withdrawing Incorporating Munlclpa‘lity. such mer’nber shall'be a-resident of the sqi'vicé area
previously represented by the withdrawing Incorporating Munlc!pallty

The City will forego Ita consideretion for the Lease If it withdraws from the AuthOnty
CONDITIONS PRECEDENT TO TRANSFER

This MQU Is subject to the negoliation and execution of definitive documentatlon and the
recaipt of all required consents and approvals required for the transactions contemplated hersin,

including, but not fimited to, the following:
The Incormporating Municipalities shall have. established the. Authority and the Board wil

"have adopted an ordinance or resolution addressing all matters for which an ordinance Is

reqired to permit the contamplated.transaction and opefat!on of the Systems by the: Authority.

The Autherity and the City shall have negotiated a Lease, an agreement regarding the
operation and management of the Detrolt focal system effective on the transfer date, and an
agreement relating to the provision of services on a transitional basis by the City to.tha
Authority, : . R ‘
The Authority shall have secured all necessary: pen'nlts and other approvals to operate
the Systems

The City will have, recelved approvals requfred under PA 436 of 2012 and will have a
confinmed plan of adjustment that contemplates the creation of the Authority.

The City shall have secured the consent to the transfer of the Systems to.a regional
authority from the credit enhancers-and a majority of the holders of DWSD bonds.
Tender Financing and Credifor Setfijernent Terms regarding Transfor '

The Authority shall, in connection with.Its assumption of er.substitution for outstandlng

DWSD bonds, covenant lo: . ) . .
* maintaln compliance with DWSD's three-part combined coverage requirerients

of 1.20, 1.10 and 1,00 for senior.llen, second lien, and SRF Junior fien



‘_rln,d‘ét?,,t-f;'_driéss,.. }fégpéclivery. for both additional bonds test ard-rate covenant
purposes; anq ‘ | : .
.. * maintain, pursuant to such-drdinances or Indentures, a flow of funds consistent
with Act 94, in the following order of pnority required by Act 94: (x) operation and
. malntenance expenses of the related Systemn, and (y) debt service on all bonds ",
+ payable from net revenues of the related System before making deposits to 6ther
accounts in the flow of funds; and - -
¢ comply wi(h the provis:ons of the Bankruptcy Court Order dated August25 2014
approving the DWSD tender and new money ﬂnancing. including but not limited
to paragraph 24 thereof [requiring the msthod of making the penslon payments to
_.the frozen defined GRS plan],

The Authority shall also have(l) received (a). an oplnion of nationaily recognized bond -
counse] to the ‘effect that the transfer of the. S_ystems to the Authority and assumption of the -
outsténding DWSD bonds, in and of themselves, will_ﬁbt materialiy_impalr tha: tax-exempt status.
of the Interest on such bonds; and (b) confirmation from one or more natiohally recognlzed
rating agencies that the bonds, after assumption or substitution by the Autharity are rated not .
less than the then-current rating on, the bonds; (Il) derhonstrated.the abflity of each System,
under the additional bonds test described above, to I_ssue'at least One Dollar of additional
indebtedness at each level of priority;.and (I1l) provide In.'lhe. Lease or other relevant agresment
- that any lease or other payment by the Authority to the City's general fund or other fund at the
City (other than payments for qustomary services historically provided by the City to DWSD that
constifute operation and maintenance expenses under the related DWSD Ordinance and
payments In-respect of pension obligations to be pald as operation and maintenance expense -
consistent with the Bankruptey Court Qrder referred to above) shall be subordinated to all
paymenits on the DWSD bonds assumed by the Authority. -

STATEMENT REGARDING STATE CQMMITMENTS : o

In agreelng to the terms of this MQU, the Representatives understand that the State will
undertake all efforts, subject to all legal requirements, to.facilitate the transaction as relates to
consideration of permit matters (Including a transfer of the current NPDES permit and -
assoclated Administrative Gonsent Order without material change to exlsting requirernents), and
. applicationis for grant or loan funding. The State agress to make such-efforts, '




PLAN OBJECTIONS . : .
‘~kipon-execttion of thé MOU the Counties represented by the slgnatodes to'this MOU
which-have flledobjections to thé Plan of Adjustment shall each immedfately wiihdraw WIth
prejudice thielr objections to the Conﬂr‘matlon of lhe Plan of Adjustment . |
COUNTERPARTS Co :
~ This MOU may be executed in counterparts
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