EMERGENCY MANAGER OF THE CITY OFLINCOLN PARK

ORDER 42

ORDER OF THE EMERGENCY MANAGER OF THE CITY OF LINCOLN PARK

ASSIGN WHOLESALE WATER CONTRACT TO GREAT LAKES WATER
AUTHORITY (“GLWA?”)

BY THE AUTHORITY VESTED IN THE EMERGENCY MANAGER FOR THE CITY OF LINCOLN PARK
PURSUANT TO MICHIGAN’S PuBLIC ACT 436 OoF 2012
BRAD COULTER, THE EMERGENCY MANAGER, ISSUES THE FOLLOWING ORDER:

WHEREAS, under the Local Financial Stability and Choice Act, Act 436, Public Acts of
Michigan, 2012 (*Act 436”), Brad Coulter has been appointed as the Emergency Manager (the
“EM”) of the City of Lincoln Park, County of Wayne, Michigan (the “City”); and

WHEREAS, pursuant to Section 9(2) of Act 436, the EM “shall act for and in the place
and stead of” the Mayor, the City Manager, as the Chief Administrative Officer, and of the City
Council, as the governing body of the City; and

WHEREAS, Section 9(2) of Act 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

WHEREAS, Section 9(2) of Act 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 [Act 436] and are
subject to any conditions required by the [EM];” and

WHEREAS, Section 12(1)(dd) of Act 436 authorizes the EM, “notwithstanding any
charter provision to the contrary,” to “[e]xercise solely, for and on behalf 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,
Public Acts of Michigan 1909 (the “Home Rule Act”); and

WHEREAS, Section 12(1)(ee) of Act 436 authorizes the EM, “notwithstanding any

charter provision to the contrary,” to “[t]ake any other action or exercise any power or authority
of any officer, employee, department, board, commission, or other similar entity of the local
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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

WHEREAS, pursuant to Section 12(2) of Act 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

WHEREAS, on September 9, 2014, a Memorandum of Understanding Regarding
the Formation of the Great Lakes Water Authority was adopted by the City of Detroit, the
State of Michigan and the counties of Wayne, Oakland and Macomb; and

WHEREAS, the Memorandum of Understanding required, among other things, that
the City of Detroit and the counties of Wayne, Oakland and Macomb adopt Articles of
Incorporation no later than October 10, 2014, and that the City of Detroit and the Great
Lakes Water Authority execute a lease agreement regarding the operation and management
of the Detroit water supply and sewage disposal systems; and

WHEREAS, on October 10, 2014, the City of Detroit and the counties of Wayne,
Oakland and Macomb adopted the Articles of Incorporation of Great Lakes Water
Authority; and

WHEREAS, on June 12, 2015, the City of Detroit and the Great Lakes Water
Authority executed two 40-year lease agreements regarding (1) the operation and
management of the Detroit water supply system ("Water Lease") and (2) the operation
and management of the Detroit sewage disposal system; and

WHEREAS, Pursuant to Sections 4.1 (a)(i), 4.1(d) and 4.4 of the Water Lease, the
City of Detroit assigned and the Great Lakes Water Authority assumed all of Detroit's
rights, duties, liabilities, responsibilities and obligations under the wholesale customer
water contracts without any impairment to said contracts; and

WHEREAS, Article Ill of the Water Lease provides that the effective date of the
Water Lease is dependent upon the satisfaction of certain conditions precedent, including
obtaining the consent of the wholesale water customers to the assignment of their 30-year
water service contracts to the Great Lakes Water Authority pursuant to Section 3.2(j) of
the Water Lease; and

WHEREAS, pursuant to the Water Lease, and as provided in Article 13 of the
Water Service Contract, the City of Detroit has presented an Agreement to Assign
Wholesale Customer Water Service Contract between the City of Detroit Water and
Sewerage Department, the Great Lakes Water Authority and this community for the
assignment of the Water Service Contract with the City of Detroit Water and Sewerage
Department to the Great Lakes Water Authority with a request for approval; and
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WHEREAS, it is in the best interests of this community to consent to the
assignment of the Water Service Contract to the Great Lakes Water Authority;

NOW THEREFORE BE IT RESOLVED, that the attached Agreement to Assign
Wholesale Customer Water Service Contract between the City of Detroit Water and
Sewerage Department, the Great Lakes Water Authority, and the City of Lincoln Park is
approved; and

BE IT FURTHER RESOLVED, that a certified copy of this Resolution and the
executed Agreement to Assign Wholesale Customer Water Service Contract be returned
to the City of Detroit Water and Sewerage Department within seven (7) days of the date
of this Resolution.

SO ORDERED this 1™ day of September, 2015.

o,

By: § AT
BRAD COULTER
Emergency Manager

City of Lincoln Park

cc: State of Michigan Department of Treasury
Mayor Thomas E. Karnes
Members of the Lincoln Park City Council
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Agreement to Assign Wholesale Customer Water Service Contract

This Agreement to Assign Wholesale Customer Water Service Contract (“Agreement”) is entered
into by and between the City of Detroit Water and Sewerage Department, a Michigan municipal corporation
(“Detroit”™), and the Great Lakes Water Authority, a Michigan municipal authority and public body
corporate created pursuant to Act 233 of 1955 (“GLWA”), and the City of Lincoln Park, a Michigan
municipal corporation (“Customer”) (collectively, the “Parties™), and states as follows:

Recitals

A, Detroit and Customer entered into a water service contract dated January 21, 2014
(“Contract™), which is fully incorporated by reference; and

B. On June 12, 2015, Detroit and the GLWA entered into a lease agreement whereby the
GLWA was conveyed, amongst other items, a leasehold interest in all Detroit water facilities (“Water Lease
Agreement”); and

C. Pursuant to Sections 4.1(a)(i), 4.1(d) and 4.4 of the Water Lease Agreement, Detroit has
assigned and the GLWA has assumed all of Detroit’s rights, duties, liabilities, responsibilities and
obligations (collectively, “Rights and Obligations™) under the Contract without any impairment to the
Contract; and

D. Article III of the Water Lease Agreement provides that the effective date of the Water
Lease Agreement is dependent upon the satisfaction of certain conditions precedent, including obtaining
the consent of Customer to the assignment of its Contract to the GLWA as provided in Section 3.2(j); and

E. The Parties intend to achieve a novation of the Contract by the substitution of the GLWA
for Detroit with respect to all rights and Obligations under the Contract; and

Accordingly, in consideration for Detroit’s agreement to assign its Rights and Obligations under
the Contract, and the GLWA’s agreement to assume those Rights and Obligations, and the Customer’s
agreement to accept this substitution, the Parties agree as follows:

1. The GLW A shall be assigned Detroit’s Rights and Obligations under the Contract as of the
date upon which the conditions precedent to the Water Lease Agreement have been met, which date shall
be the effective date of the novation and of this Agreement (“Effective Date™). All terms and conditions of
this Agreement shall take effect only upon the Effective Date. In the event that the conditions precedent
necessary to effectuate the Water Lease Agreement are not met, then this Agreement shall become null and
void and shall have no legal effect.

2. The Rights and Obligations of Detroit under the Contract shall be extinguished and Detroit
waives any claims and rights against the Customer that it now has or may have in the future in connection
with the Contract and shall not be permitted to bring any such claims against Customer. Any claim brought
in violation of this Agreement shall be controlled by the terms of the Water Lease Agreement.

3 The GLWA shall be bound by and perform the Contract in accordance with the terms and
conditions of the Contract. The GLWA assumes all Rights and Obligations of, and all claims against,
Detroit under the Contract as if the GLW A were the original party to the Contract. The GLWA ratifies all

previous actions taken by Detroit with respect to the Contract, with the same force and effect as if the action
had been taken by the GLWA.
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4, The Customer recognizes the GLWA as Detroit’s successor in interest in and to the
Contract and that the GLWA is entitled to all rights, titles and interests of Detroit in and to the Contract as
if the GLW A were the original party to the Contract.

5. All terms, conditions, and covenants of the Contract shall remain in full force and effect,
and the GLWA shall fulfill all such terms, conditions and covenants.

6. This Agreement and all actions arising under it shall be governed by the law of the State
of Michigan.
7. This Agreement may be executed and delivered in counterparts, including by facsimile

transmission, each of which will be deemed an original.

In Witness Whereof, the Parties, by their duly authorized officers and representatives, indicate their
concurrence with the terms and conditions of this Agreement:

City of Detroit, Water and Sewerage Department:

By:
Sue F. McCormick
Its: Director
Great Lakes Water Authority: APPROVED BY GLWA
BOARD OF DIRECTORS ON:
By:

Sue F. McCormick Date
Its: Interim Chief Executive Officer

City of Lincoln Park:

By: %

DRAD COULTER

fs: EmefCency MANAGEL
By: M@’?ﬁ 7 M@ KM %
Donna Breeding 5
Its: City Clerk
APPROVED BY Qm%ﬁéézég MANAGEY
LINCOLN PARK € : ON:
] 2
Date
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89 {Rev. 04-15)

STATE OF MICHIGAN
RICK SNYDER DEPARTMENT OF TREASURY NICK A. KHOURI
GOVERNOR LANSING STATE TREASURER

August 27,2015

BY ELECTRONIC MAIL

Bradford Lee Coulter, Emergency Manager
City of Lincoln Park

1355 Southfield Road

Lincoln Park, MI 48146

Dear Mr, Coulter:

Thaunk you for your August 19, 2015, letter, a copy of which is enclosed for reference. As the Emer-
gency Manager for the City of Lincoln Park, you have asked for my approval, pursuant to Section
12(3) of Public Act 436 of 2012, the Local Financial Stability and Choice Act, to execute a non-
competitively bid contract with the Great Lakes Water Authority for the provision of water and
sewer services to the City of Lincoln Park.

Section 12(3) of the Act, provides as follows:

(3) Except as otherwise provided in this subsection, any contract involving a cumu-
lative value of $50,000.00 or more is subject to competitive bidding by an emer-
gency manager. However, if a potential contract involves a cumulative value of
$50,000.00 or more, the emergency manager may submit the potential contract to
the state treasurer for review and the state treasurer may authorize that the potential
contract is not subject to competitive bidding,.

I-have-reviewed-the-information-you-submitted-regarding-the-need-for-the-propesed-contract-and

find a reasonable basis as to why a competitive bidding process would not yield a more appropriate
or economical outcome in this matter. Therefore, your request pursuant to Section 12(3) of the Act,
is approved.

Sinceygly,

State Treasurer

Enclosure

430 WEST ALLEGAN STREET » LANSING, MICHIGAN 48922
www . michigan.govitreasury « (517) 373-320¢
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City of Detroit-Great Lakes Water Authority Water &

Sewer Leases & Service Agreement

WATER AND SEWER FACILITIES LEASES:

GLWA to be conveyed (via a leasehold interest) all regional water and
sewerage facilities.

GLWA to be conveyed interest in all water and sewer system revenues
including City of Detroit retail revenues.

DWSD bonds to be assigned to GLWA and are payable solely from Net
Revenues of the System, no full faith and credit pledge.

GLWA revenue requirements that are targeted not to increase by more
than 4 percent per year include S50M lease payment, $4.5M Water
Residential Assistance Program payment and GLWA employee related
frozen Pension Obligation as expenses shared regionally (on a “common-to-
all” basis).

o Peranindependent study conducted by Plante & Moran the 4-
percent revenue increase cap is sufficient to support these payments
and provide funds for “common-to-all” revenue-financed capital.

The S50M lease payment may only be used, at City’s discretion, to pay for
Detroit local capital improvements or Detroit’s debt service obligations for
bonds issued to pay for local or regional improvements.

A budget stabilization fund to be created and funds set aside from Detroit
retail revenues to ensure Detroit meets its customer collection
responsibilities.

GLWA to be assigned existing wholesale service contracts (subject to any
required customer approvals not to be unreasonably withheld), vendor
contracts, and labor contracts. GLWA is a successor employer.

WATER AND SEWER SERVICES AGREEMENT:

City of Detroit is delegated, as Authority’s agent, responsibility for setting
retail rates, billing, collection and enforcement. Revocable by Authority in
event of failure to satisfy requirements.
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e Authority to establish two-year budget (periodically adjusted) and require
quarterly financial reporting on Detroit retail performance with a
Reconciliation Committee-to address significant budget to actual variances,
if necessary.

* Recent changes in the rate-setting policies of DWSD have provided

additional assurances that wholesale and Detroit retail revenues will be
realized.

*Leases become effective with the completion of conditions precedent including
bondholder consents, contract assignments, permit transfers, Master Bond
Ordinance, etc.
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