August 6, 2014

Detroit Water & Sewerage Department
2014 Tender Offer, Refunding, and New Money Plan

Presentation to the Board of Water Commissioners

Overview of Proposed DWSD Financing Plan
The Board of Water Commissioners (“BOWC”) is considering approval of a consensual, voluntary tender with its existing Water and
Sewer Bondholders in conjunction with a current refunding for savings and a small Sewer System new money financing.

Proposed Voluntary Tender Offer
 If the BOWC approves, the DWSD financing team will run a 10-day tender process on its outstanding Water and
Sewer bonds from August 7th through August 21st
 All bondholders will be given the opportunity to either retain their existing bond holdings or voluntarily tender their
bonds at a fixed tender offer price
Current Refunding
 DWSD will current refund some of its existing callable bonds for savings, all in accordance with those bonds’ existing
call provisions and terms
New Money
 DWSD is issuing approximately $175 million in 2014 Sewer System Revenue Bonds to raise $150 million in capital for
required projects via the Michigan Finance Authority (“MFA”)
 No new money for the Water System is required or contemplated for FY2015
Financing the Proposed Transactions
 The tender price will be financed by either a bridge loan from Citibank, N.A., a public offering of exit tender bonds via
the MFA, or a combination of both financing sources
 The current refunding will be financed by either a bridge loan from Citibank, N.A., a public offering of current refunding
bonds via the MFA, or a combination of both financing sources
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Legal Approvals Required for a Successful Transaction
The Bonds will be presented for approval by the BOWC, the City, the State, and the Bankruptcy Court.

DWSD Approvals
 Sale order of the BOWC approving the tender
 Sale order of the BOWC approving refunding Bonds
 Sale order of the BOWC approving the 2014 Sewer System New Money Bonds
City Approvals
 Emergency Manager Orders approving (1) a tender and (2) refunding and new money bonds
 City Council approval of bonds issued to finance the refunding and new money bonds
State Approvals
 If City Council does not approve issuance of the refunding and new money bonds, Local Emergency Financial Assistance Loan Board approval
 Michigan Department of Treasury long-form borrowing approval
 MFA approval of MFA Bonds issued to purchase tendered DWSD Bonds
 MFA approval to issue MFA Bonds to purchase DWSD Bonds issued as refunding bonds for savings and the 2014 DWSD Sewer System new money
bonds
Federal Bankruptcy Court Approvals
 Court Order lifting the Automatic Stay and approving the issuance by DWSD of new bonds to finance the refunding and new money bonds and related
reserve deposits and costs of issuance
 City files POA Amendment to unimpair the DWSD Bonds
Additional Bonds Test Compliance
 All bonds will be issued in full compliance with the DWSD Bond Ordinance’s existing Additional Bonds Test
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Removal of Plan of Adjustment Impairment
If the tender process succeeds, the City will file an amended Plan of Adjustment that will remove the provisions
contained in the current Plan of Adjustment that impair certain classes of DWSD Bonds.

Court Approval of 2014 Bond Financings
 The City will seek an expedited hearing for a Federal Bankruptcy Court order to lift the Automatic Stay and to
approve the issuance of new DWSD Bonds through the MFA for financing the:
1. Purchase of tendered bonds;
2. Current refunding of bonds;
3. Funding of the Sewer System new money capital improvements;
4. Funding of required deposits to Bond Reserves; and
5. Costs of issuance of the Bonds
Amendment of Plan of Adjustment to Remove DWSD Bonds from Proposed Impairment
 At or prior to the closing of the purchase of the tendered bonds, the City of Detroit (the “City”) will file an
amended Plan of Adjustment with the Bankruptcy Court that will unimpair all classes of DWSD bonds
 Under such amended Plan of Adjustment, all of DWSD’s Bonds will be unimpaired
Other Approvals
 In addition to BOWC approvals, the transactions will also receive the prior approval of the Emergency Manager
(“EM”), the City Council, the Michigan Department of Treasury and the MFA
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Preliminary Financing Schedule (1 of 2)
Date

Wednesday August 6

Thursday August 7

Tuesday August 12

Event

BOWC Approval of Tender at 1:00PM ET


EM Approval of Tender



Citi Approval of Interim Financing Loan
Commitment



Press Releases On Tender




TENDER GOES PUBLIC ON THIS DAY
Presentation to Rating Agencies



Launch Tender Process



File Motions for Approval of Tender / Takeout, New
Money, and expedited hearings on those matters
MFA Meeting to Approve Interim Financing, Public
Refinancing, and New Money
BOWC Approval of Interim Financing, Public
Refinancing, and New Money




Wednesday August 13





EM Approval of Interim Financing, Public
Refinancing, and New Money
File for Michigan Department of Treasury Approval
of Interim Financing, Public Refinancing, and New
Money
City Council Approval of Interim Financing, Public
Refinancing, and New Money
Bankruptcy Confirmation Proceeding Begins



Tender Period Closes at 5:00PM ET


Thursday August 14

Week of August 18
Thursday August 21
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Preliminary Financing Schedule (2 of 2)
Date

Event


BOWC and EM Decision on Tender Acceptance



Decision to Accept and Notice to Investors of
Tender Acceptance Subject to Required Approvals
and Closing of Financing by 12:00PM ET

Friday August 22


Post POS on 2014 DWSD Financings



Post Investor Presentation for Refinancing via
Public Offering (if any)

August
S

M

T

W

T

F

S

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

Monday August 25

Tuesday August 26
Wednesday August 27
Tuesday September 3
Wednesday September 4
Week of September 22
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Publish Act 94 Ordinance



Michigan Department of Treasury Approval of
Interim Financing, Public Refinancing, and New
Money



Receive Ratings for Exit Tender, Refinancing, and
New Money Bonds



Expedited Bankruptcy Hearing on Tender, Takeout,
and New Money Financings



Bankruptcy Court Order Approving DWSD
Financings





Pricing 2014 DWSD Financings
Sale of DWSD Public Offering of Tender Takeout,
Refunding, and New Money Bonds
Pre-closing of 2014 DWSD Financings



File POA Amendment to Unimpair DWSD Bonds



Closing of 2014 DWSD Financings



Conclusion of Plan Confirmation Proceedings
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Rating Implications for DWSD Bonds
As part of the Tender Offer and New Money Financing Process, the DWSD Team will seek bond ratings for the 2014 Bonds and to
ultimately restore ratings on existing DWSD to investment grade levels, although the impact on ratings is uncertain.
2014 Bonds Issued to Finance the Tender, to Refund prior bonds and to fund Sewer System New Money
 Since the bonds issued to finance Tendered Bonds, the refunding bonds, and the new money will be issued with approval of the
Bankruptcy Court, the DWSD finance team will be requesting the assignment of Investment Grade ratings on all DWSD bonds
issued for such purposes
 These bonds are new issues (with new CUSIPs), have never been threatened with impairment, and will be issued with
Bankruptcy Court Approval
Amendment of Plan of Adjustment to Remove DWSD Bonds from Proposed Impairment
 All three rating agencies (S&P, Moody’s and Fitch) have lowered DWSD Bond ratings below Investment Grade during the City’s
Chapter 9 proceeding; all three agencies had assigned DWSD Investment Grade ratings prior to that period
 The primary reason cited for the current ratings below Investment Grade ratings is the threat of impairment posed by the current
Plan of Adjustment
 Accordingly, concurrent with the removal of threatened impairment, DWSD will request that the investment grade ratings be
restored to all existing DWSD Bonds upon conclusion and closing of the Tender Offer financing and the amendment of the Plan
of Adjustment to remove the DWSD Bond-related impairment provisions
– However, there can be no assurance as to this outcome and it is possible one or more rating agencies may consider the
process to amount to a “distressed exchange” and actually lower existing ratings for a period of time
– There is a distinct possibility that one or more rating agencies could temporarily lower the rating to “D” during the tender
process; under existing agency guidelines, such “distressed exchange” treatment typically ends soon after conclusion of the
tender offer and, as noted above, would not apply to the 2014 tender financing, refunding, and new money bonds
 The DWSD financing team will stress to the rating agencies that the Tender Offer is voluntary and not “distressed” and that all
bondholders receiving the offer to tender their bonds will have the voluntary option to either receive the offered tender price for
their tendered bonds, or to retain ownership of their bonds with their original terms

6

Disclaimer
In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission (“CFTC”), this communication constitutes an invitation to consider entering into a derivatives transaction under
U.S. CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.
This presentation has been prepared by individual personnel of Citigroup Global Markets Inc., Citigroup Global Markets Limited or their subsidiaries or affiliates (collectively, “Citi”). Such employees are not research analysts and are not subject to SEC or FSA
rules designed to promote the independence of research and research analysts and accordingly may receive compensation related to securities or products to which these materials relate. These materials may contain general market commentary and excerpts
of research; however they are not intended to constitute investment research, a research recommendation, research analysis or a research report for purposes of such rules.
In connection with any proposed transaction, Citi will be acting solely as a principal and not as your agent, advisor, account manager or fiduciary. Citi has not assumed a fiduciary responsibility with respect to the proposed transaction, and
nothing in this or in any prior relationship between you and Citi will be deemed to create an advisory, fiduciary or agency relationship between us in respect of a proposed transaction. You should consider carefully whether you would like to
engage an independent advisor to represent or otherwise advise you in connection with any proposed transaction, if you have not already done so.
Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a financing, underwrite or purchase securities,
or commit capital nor does it obligate us to enter into such a commitment. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the existence of and proposed terms for any contemplated transaction.
The provision of information in this presentation is not based on your individual circumstances and should not be relied upon as an assessment of suitability for you of a particular product or transaction. Even if Citi possesses information as to your objectives in
relation to any transaction, series of transactions or trading strategy, this will not be deemed sufficient for any assessment of suitability for you of any transaction, series of transactions or trading strategy.
This presentation is provided for information purposes and is intended for your use only. Except in those jurisdictions where it is impermissible to make such a statement, Citi hereby informs you that this presentation should not be considered as an offer to sell
or the solicitation of an offer to purchase any securities or other financial products. This presentation does not constitute investment advice and does not purport to identify all risks or material considerations which should be considered when undertaking a
transaction. Citi makes no recommendation as to the suitability of any of the products or transactions mentioned. Any trading or investment decisions you take are in reliance on your own analysis and judgment and/or that of your advisors and not in reliance on
us.
Certain transactions, including those involving swaps and options, give rise to substantial risk including the potential loss of the principal amount invested, and are not suitable for all investors. Citi does not provide investment, accounting, tax, financial or legal
advice; however, you should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should be discussed with your independent advisors. Therefore, prior to entering into any transaction, you should
determine, without reliance on Citi, the economic risks or merits, as well as the legal, tax and accounting characteristics and consequences of the transaction and that you are able to assume these risks. By acceptance of these materials, you and Citi hereby
agree that from the commencement of discussions with respect to any transaction, and notwithstanding any other provision in this presentation, Citi hereby confirms that no participant in any transaction shall be limited from disclosing the U.S. tax treatment or
U.S. tax structure of such transaction.
This presentation is not intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Any estimates and opinions included herein constitute Citi’s judgment as of the date hereof and are subject to change
without any notice.
This presentation may contain "forward-looking" information. Such information may include, but not be limited to, projections, forecasts or estimates of cash flows, yields or return, scenario analyses and proposed or expected portfolio composition. Any forwardlooking information is based upon certain assumptions about future events or conditions and is intended only to illustrate hypothetical results under those assumptions (not all of which are specified herein or can be ascertained at this time). It does not represent
actual termination or unwind prices that may be available to you. Actual events or conditions are unlikely to be consistent with, and may differ significantly from, those assumed. Illustrative performance results may be based on mathematical models that
calculate those results by using inputs that are based on assumptions about a variety of future conditions and events and not all relevant events or conditions may have been considered in developing such assumptions. Accordingly, actual results may vary and
the variations may be substantial. The products or securities identified in any of the illustrative calculations presented herein may therefore not perform as described and actual performance may differ, and may differ substantially, from those illustrated in this
material. When evaluating any forward looking information you should understand the assumptions used and, together with your independent advisors, consider whether they are appropriate for your purposes.
Any securities or other financial products described herein may be subject to fluctuations of their mark-to market price or value. Such fluctuations may be substantial, depending on the type of securities or other financial products and the financial environment.
In addition certain securities described in the presentation may provide for payments linked to or derived from prices or yields of one or more securities or other instruments or foreign currencies, and such provisions may result in negative fluctuations in the
value of and the amounts payable with respect to such securities prior to or at redemption. You should consider the implication of such fluctuation with your independent accounting, tax and risk advisors.
Citi shall have no liability to you, the user or to third parties, for the quality, accuracy, timeliness, continued availability or completeness of the data nor for any special, direct, indirect, incidental or consequential loss or damage which may be experienced
because of the use of the information in this presentation or otherwise arising in connection with this presentation, provided that this exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to Citi that may not be excluded
or restricted. These materials are intended for distribution solely to customers of Citi in jurisdictions where such distribution is permitted. The information contained herein is proprietary information of Citi and may not be reproduced or otherwise disseminated in
whole or in part without Citi’s prior written consent.
Citi often acts as (i) a market maker; (ii) an issuer of financial instruments and other products; and (iii) trades as principal in many different financial instruments and other products, and can be expected to perform or seek to perform investment banking and
other services for the issuer of such financial instruments or other products. The author of this presentation may have discussed the information contained herein with others within or outside Citi and the author and/or such other Citi personnel may have already
acted on the basis of this information (including by trading for Citi's proprietary accounts or communicating the information contained herein to other customers of Citi). Citi, Citi's personnel (including those with whom the author may have consulted in the
preparation of this presentation), and other customers of Citi may be long or short the financial instruments or other products referred to in this presentation, may have acquired such positions at prices and market conditions that are no longer available, and may
have interests different from or adverse to your interests.
Citi is required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with Citi. Citi will ask for your complete name, street address, and taxpayer ID number. Citi may also request corporate
formation documents, or other forms of identification, to verify information provided.
Although Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank") is an affiliate of Citi, you should be aware that none of the financial instruments or other products mentioned in this presentation (unless expressly stated otherwise) are
(i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by, Citibank or any other insured depository institution.
IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer outside of Citi. Any statements in this presentation regarding tax matters were not intended or written to be used,
and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.
© 2011 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

