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Event: 1 App For Leave to Appeal - Civil
District: L
Item #: 3

LCt Order

Date: 07/18/2013

For Party: 3 MICHIGAN STATE OF DF-AT

Attorney: 55439 - MEINGAST HEATHER S

Comments: Order denying defendants' motion for stay

Telephone Contact

For Party: 3 MICHIGAN STATE OF DF-AT

Attorney: 55439 - MEINGAST HEATHER S

Comments: When contacing Heather Meingast, if she is not avallable, p]ease call ,
Lindstrom at 373-1124
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Attorney: 55439 - MEINGAST HEATHER S
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Trial Court/Tribunal Name:

Court of Appeals, State of Michigan

Jurisdictional Checklist

Case Name: Gracie Webster & Veronica Thomas

CASE NO.
Trial Court/Tribunal:

Court of Appeals:

v Rick Snyder, Andy Dillon, State of Michigan

INSTRUCTIONS: Please complete this checklist and file with your claim of appeal. ALL of the
numbered items are required. Check each box as you confirm that each item is being filed.

E 1. Asigned claim of appeal showing the correct lower court number(s). [MCR 7.204(B)(1) & (D).]

[O] 2. Afiling fee of $375.00 or appropriate fee substitute. [MCR 7.202(3) & 7.204(B)(2).] (Where multiple lower
court or tribunal numbers are involved, an additional filing fee may be required. Appellants will be advised of any
additional amount required.)

E 3. A copy of the order you are appealing. [MCR 7.204(C)(1).] (This is the order deciding the merits and not an
order denying reconsideration, new trial, or other post-judgment relief.)

o 0o T W

HEEEInn

an Court of Appeals 7/19/2013 2:29:26 PM

No transcript will be filed. [MCR 7.204(C)(2) & AO 2004-5 1 8(A)(1).]
The transcript has already been filed. [MCR 7.210(B)(1)(a).]
The complete transcript has been ordered. [MCR 7.210(B)(1)(a).]

This appeal is from a probate court proceeding which does not require a complete transcript.
[MCR 7.210(B)(1)(b).]

e. A motion has been filed in the lower court or tribunal for submission of the appeal on less than
the complete transcript. [MCR 7.210(B)(1)(c).]

|:| f. The parties have stipulated to submission of the appeal on less than the complete transcript.
[MCR 7.210(B)(1)(d).]

|:| g. The parties have stipulated to a statement of facts. [MCR 7.210(B)(1)(e).]

|:| 4. Evidence that the necessary transcript has been ordered. [MCR 7.204(C)(2).] (Only one item from
a through g is required).

@ 5. Proof of service demonstrating that all other parties have been served. [MCR 7.204(C)(3).] (Even if a
party is not an appellee, they must be served.)

@ 6. A current register of actions from the lower court or tribunal. [MCR 7.204(C)(5).]

Finality of Order Being Appealed (Check the box that demonstrates your claim of appeal is by right. If neither
applies, you do not have an appeal by right.)

&) @ The claim of appeal is from an order defined as a final order by MCR 7.202(6) or MCR 5.801(B)(1). [MCR

7.203(A)(1).] Please specify which category of final order applies: MCR 7.202(6)(a)(i)

@ The claim of appeal is from an order which is designated by statute, court rule, or case law as an order
appealable by right to the Court of Appeals. Please specify the authority under which you have an appeal
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STATE OF MICHIGAN
IN THE COURT OF APPEALS

GRACIE WEBSTER and
VERONICA THOMAS,

Plaintiffs-Appellees,

v

RICK SNYDER, as the Governor of the
State of Michigan, ANDY DILLON, as the
Treasurer of the State of Michigan, and the

STATE OF MICHIGAN,

Defendants-Appellants,

Docket No.
Case No. 13-734-CZ
Hon. Rosemarie Aquilina

Relief requested by 5:00 p.m. on
July 19, 2013, or by 9:00 am.,
July 22, 2013, which is the date
set for a show cause hearing in
this matter.

DEFENDANTS” MOTIONS FOR STAY PENDING APPEAL, STAY OF
PROCEEDINGS, AND FOR IMMEDIATE CONSIDERATION

Dated: July 19, 2013.

Bill Schuette
Attorney General

John J. Bursch (P57679)
Solicitor General
Counse! of Record

Matthew Schneider (P62190)
Chief Legal Counsel

Margaret A. Nelson (P30342)
Heather S. Meingast (P55439)
Assistant Attorneys General
Attorneys for Defendants—Appellants
P.O. Box 30754

Lansing, MI 48909

(517) 373-6889
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Defendants Governor Rick Snyder, Treasurer Andy Dillon, and the State of
Michigan, by and through their attorneys, Solicitor General, John J. Bursch, and
Assistant Attorneys General Heather S. Meingast and Margaret‘A. Nelson, bring
these combined motions pursuant to MCR 7.209(A)(2)-(3), (D), and MCR
7.211(C)(6). Defendants state the following in support of these motions:

1. On July 3, 2013, Plaintiffs, as beneficiaries of the City of Detroit’s
pension system, brought a facial constitutional challenge to the Local Financial
Stability and Choice Act (Act), MCL 141.1541, et seq. asserting that the Act is
unconsfitutional because section 18(1), MCL 141.1558(1), permits the Governor to
authorize a proceeding in Chapter 9 bankruptey, allegedly in violation of article 9, §
24 of the 1963 Constitution.

2. Plaintiffs alleged that their rights under article 9, § 24 were
threatened, and they sought an expedited declaratory judgment and order
precluding the Governor or the Treasurer from authorizing Detroit's Emergency
Manager to proceed under Chapter 9 of thé federal Bankruptcy Code.

3. The trial court scheduled a hearing on Plaintiffs’ motion for expedited
treatment of their Compléint on July 22, 2013.

4. On July 16, 2013, the Emergency Manager for the City recommended
to the Governor that the City be authorized to proceed under Chapter 9 of Title 11
to the United States Code, as permitted by section 18(1) of the Act. And late in the
day on July 18, 2013, the Governor approved the recommendation and authorized

the Emergency Manager to proceed on behalf of the City in bankruptcy.
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5. The same day, at 4:06 p.m., the Emergency Manager filed the City's
petition with the United States Bankruptcy Court for the Eastern District of
Michigah. Before the actual filing, however, Plaintiffs filed an ex parte motion for
TRO with the trial court. Defendants were notified of the request for TRO, and
appeared at the trial court to argue against its issuance. Ultimately, the trial court
entered the TRO against Defendants at 4:25 p.m. despite having knowledge of the
City’s bankruptey filing. Defendants’ motion to stay was denied.

6. The trial court entered the following TRO:

Defendants are immediately and temporarily enjoined and restrained

from taking any action (including the authorization of an unconditional

bankruptcy proceeding forthe City of Detroit and/or the filing of a

Chapter 9 bankruptey), or taking any further action with respect to any

filing which has already occurred that may: (i) cause the accrued

financial benefits of the Retirement System or their participants from

in any way being diminished or impaired as mandated by Article IX,

section 24, of the Michigan Constitution, or (ii) otherwise abrogate

Article IX, section 24, of the Michigan Constitution. [Exhibit 1
(emphasis added).]

7. The trial court abused its discretion in entering the TRO because this
case is moot and Plaintiffs did not demonstrate a substantial likelihood of success
on the merits of their claim that the Act is unconstitutional under article 9, § 24
because they lack standing to sue; theif claim is unripe; and, their facial
constitutional challenge fails as a matter of a law.

8. Here, Plaintiffs’ Complaint asked the trial court to declare the Act
unconstitutional because it permits the Governor to authorize the City to proceed in

Chapter 9 bankruptcy, allegedly in violation of article 9, § 24. Plaintiffs asked the
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Court to declare or prohibit the Governor and Treasurer from authorizing the
bankruptey.

9. But these requests are moot because the Governor has now authorized
the Emergency Manager to proceed in bankruptcy, and the petition has been filed.
The Defendants have no further duties with respect to the City’s bankruptcy
proceeding in federal court. Thus, there 1s no judgment the trial court could issue in
this case that would have a practical effect on the alleged controversy. Gen Motors
Corp v Dep't of Treasury, 290 Mich App 355, 386; 803 NW2d 698 (2010). Indeed,
the TRO will have no practical effect with respect to Plaintiffs’ claims because,
again, the Defendants have no further duties pertaining to the bankruptéy.

10. Plaintiffs’ request for injunctive relief was also unwarranted because
the Michigan Supreme Court has instructed that “[o]nly when declaratory relief has
failed should the courts even begin to consider” injunctive relief against executive
officials like the Governor and Treasurer. Strauss v Governor, 459 Mich 526, 532;
592 NW2d 53 (1999), quoting Straus v Governor, 230 Mich App 222; 583 NW2d 520
(1998) (citation omitted). That has not happened here. Their request for an

- injunction should have been denied as premature.

11.  Plaintiffs failed to show a substantial likelihood of success because
they lack standing to sue under any of the standards articulated in Lansing School
Education Ass’n v Lansing Board of Education, 48'"( Mich 349, 355, 372; 792 NW2d
686 (2010). Plaintiffs’ fears that their pension benefits will be detrimentally

impacted by the City’s bankruptcy proceeding are speculative at this time because
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there is no way of knowing whether the pension funds will become part of any plan
confirmed by the federal bankruptcy court. And Plaintiffs, as creditors, have an
opportunity to raise their claim in the context of the bankruptey proceeding.

12. Plaintiffs also failed to show a substantial likelihood of success on the
merits because their claim is not ripe for review. Michigan Chiropractic Council v
Comm’r of Ins, 475 Mich 363, 378-379; 716 NW2d 561 (2006). Plaintiffs’ contention
that a fature Chapter 9 bankruptcy would present what they characterize as a
-“threat” to their interests in their pensions is not ripe because it rests on contingent
future events that may or may not occur, to wit; that their pensions will be impaired
as a result of a confirmed federal bankruptcy plan.

13.  TFinally, Plaintiffs failed to show a substantial likelihood of success on
the merits because their constitutional facial challenge fails as a matter of law. The
Act does not require or compel any particular treatment of pension funds during a
Chapter 9 bankruptcy. Thus, nothing in the Act compels or requires any
impairment of Plaintiffs’ pension benefits contrary to article 9, § 24. Moreover,
Plaintiffs cannot show “that no set of circumstances exists under which the [a]ct
would be valid.” In re Request for Advisory Opinion Regarding Constitutionality of
2005 PA 71, 479 Mich 1, 11; 740 NW2d 444 (2007), since the Governor could
authorize a bankruptcy contingent upon the preservation of pension funds. MCL
141.1558(1).

i4.  While Plaintiffs failed in their burden, Defendants demonstrated that

their harm should an injunction issue outweighed the harm to Plaintiffs absent an
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injunction. While Plaintiffs retain their access to the remedies set forth in the
federal Bankruptey Code without need of court-granted injunctive relief, the grant
of the TRO harms Defendants and the operation of state government. The grant of
this relief disregarded separation of powers principles. Const 1963, art 3, § 2. The
relief also unlawfully intrudes on the Governor’s and Treasurer’s executive powers
because it is both overbroad and vague.

15.  Most important, the public interest is harmed by the injunction’as
WdLDmhﬁhﬂhyﬁD%mﬁsm&mmm%hd%ﬂwd@%Mmmdm$w$ﬂ)
billion, or $24,000 per resident, more than all but 11 states), the City has lost the
ability to provide even the most basic services to its residents. Citizens wait an
mmmga%SmmM%ﬁmmBWEEKW%mmﬁommﬂmm.&m&7%a&ﬂmmd
cases are solved. In the first quarter of 2013, 40% of the City;s street lights were not
mmmmgmdwhmmeMﬁmCm%mwdmmmwmm%WMLﬂmﬁa
city that needs and deserves a fresh start. By ignoring fundamental principles of
justiciability, and the basic elements required to grant injunctive relief, the trial
amﬂﬁmwﬂﬁmsmmhmmﬁwhndwdﬁm.Bmmdmﬂh%edmmmﬁmm%ﬁheﬁml
court abused its discretion in granting the TRO, and Defendants respectfully
request that the Court immediately dissolve the injunctive order.

16. Defendants also respectfully request that the trial court stay all trial
court proceedings in this case and the two companion cases for the reasoné set forth

above.
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17.  Finally, Defendants’ request immediate consideration of their motions
under MCR 7.211(C)(6). As demonstrated above, the £rial court abused 1ts
discretion in entering the TRO against Defendants, and Defendants will be harmed
if the unlawful iﬁjunction is allowed to stand.! Furthermore, the trial court has
scheduled a hearing on July 22, 2013 at 9:00 a.m., for Defendants to show cause in
this case and in The General Retirement System of the City of Detroit v Orr et al., 13-
768-CZ, also on appeal; as to why a declaratory judgment and/or a preliminary
injﬁnction should not 1ssue dgainst Defendants in these matters. Therefore,
Defendants request relief on their motions by 5:00 p.m. on July 19, 2013, or at the
latest by 9:00 a.m. on July 22, 2013.

WHEREFORE, Defendants Governor Rick Snyder, State Treasurer Andy
Dillon, and the State of Michigan, respectfully request that this Court by the close
of business today or by 9:00 a.m. on July 22, 2013 (1) grant the application for leave
to appeal, (2) immediately dissolve and/or stay the TRO, (3) stay all proceediﬁgs in
this trial court action and its two companion cases, and (4) grant immediate
consideration under MCR 7.211(C)(6). Nothing.less is at stake than the future of

Michigan’s largest city.

'MCR 7.211(C)(6) allows this Court to consider the motions without waiting seven
days if the Defendants serve counsel or the parties in person. Defendants have
served some counsel in person, but were only able to serve others by email given the
proximity of their offices. '
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Respectfully submitted,

Bill Schuette
Attorney General

John J. Bursch (P57679)
Solicitor General
Counsel of Record

Matthew Schneider (P62190)
Chief Legal Counsel

a/Margaret A. Nelson (P30342)
s/Heather S. Meingast (P55439)
Assistant Attorneys General
Attorneys for Defendants—Appellants
P.O. Box 30754
Lansing, MI 48909
Dated: July 19, 2013. (517) 373-6889
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EXHIBIT 1

13-53846-swr. Doc 1221-2 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 9 of 29

RECEIVED by Michigan Court of Appeals 7/19/2013 1‘2:3_0:05. PM




o STATE OF MICHIGAN.
* IN'THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

GENERAL NT SYSTEM = (4 ~sc12- ety fte
0 TTY OF DETROIT, and THE .

POLIERAND FIRE RETIREMENT ﬂw@{ s
 SYSTEM OF THETITY OF DETROIT, : \er "‘“ €4 TW’M»: 5

. (% oo+ £
Case No, 13-F68=-CG2- .25

" sz wclygein o Lozt

- 3 ] s
oY OFTHECITY OF Al cwn
DEFROFF and RICHARD SNYDER, in his ’ g
official capacity as the GOVERNOR OF THE
STATE OF MICHIGAN, <Cuf A n&( D

Plaintiffs,

; ' Pt ' ‘ )
Defeﬁd.m]ts . . ((f!-'s’ Wiz [.»—Lur ? D%{d(q{ qu‘) -ﬁ.n{f/’j
' /

Aaton O, Matthews (P64744) \K—, lw 2 Co “Wzlwo P 3@ /]

Michael J\Pdttwell (P72419) . .
Crarg Hity/ PLC [Me (Q"jg"; [NL’—’/C.L“? Ceorv A Sy fh_

212 Bast Gfapd River Avenue . A Ragfte P C
51731 “q> e G{(&L{.‘, Ofeauwtss

Attorneys for Plaintiffs

. Ronal{ A. KJX (P45088)

/

TEMPORARY RESTRAINING ORDER

Al a scssion of said Court, held in the City of : £
Lansing, County of Inghamy, State of Michigan - “

on !X %ébl !7) v-OO [/\&m“g;iia

- o A
PRESENT: HON. AULIE) v 4, 3o es131
CIR: OURT JUDGE £ A G

"This matter having come before the Court on Plaintiffs’ Complaint witl verification and
. DL&(L‘LAQ{—BV’J H—De W( ﬁ,{ Q—‘l“’\r‘-"’“‘-l»." ‘l{u,‘b\h.&L(ﬁL
Wgﬂe Motion For a Temporary Restraining Order; the Cout being fully advisea in ‘r&:' /
o r

premises; Plaintiffs having shown a Iikelihood of success on the merits of the claims in

A 9214431.1 11893/144 127 . .
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RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM

~ bankruptey proceeding for the Clty of Detroit and/or the filing of a Chapter 9 bankrs

Plaintiffs’ Complamt Plaintiff having adequately shown that a failure'to immediately issve a
Tempozm'.y Rssnammg Order will cause trreparable injury to Plaintiffs by penmttmg the
Governor and the Emelgency Manager (“Defcndants”) to authonze and file a Chapter 9
bankruptcy petition wherein Plaintiffs’ accmed financial beneﬁts wﬂl be impaired prior this
Court’s scheduled preiiminary injunction hearing‘ on Monday, July 22, 2013; and the Court being

otherwise fully informed in the premises and finding gooﬂ cause: Shote (. (sl
d°) i (@?

\/c‘

IT IS HEREBY ORDERED that Plaintiffs’ Moticn is granted;

1T IS FURTHER ORDERED that Defendants ate immediately and temporarily enjor
and restrained from taking any action (including the authorization of an unconditionat Chapter 9

sr Ay arny Frviabe ackive Wiph ~espect o Aax
petition) ?:[hat may: (i) cause the accrued fipancial benefits of the Refirement System; or ﬂlezr

participants from in any way being diminished or impaired as mandated by Article IX, section

" 24, of the Michigan Constitution, or (i) otherwise abrogate Article IX, section 24, of the

Michigen Constitation; : : —A " \ PAIES

IT IS FURTHER ORDERED ﬂm‘t The Court shall hold a he.amng on , 2013 at

O oo, Decloel u SlrARmn S
e hereby Defendants shall show cause why a rellina nJunctlun shali 1ot issue; and

IT IS FURTHER ORDERED that thisgtgmporary restraining order shall remain in foll
Qwﬂ»!w\ arole ()(/,, Caw it

| force and effect until 2013

ITIS SO ORDERED.

CJRCUIT COURT JUDGE ~
DATE: lﬁ’éugu 13 ’ | ]037@570
TIME: : 7,9.101 - '

| 2 |
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EXHIBIT 2
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: STATE OF MICHIGAN
IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

GRACIE WEBSTER and
VERONICA THOMAS,

Plaintiffs,

w o - Case No. ,%’}2(’{”6}

Hon. (L INTON CANADY [H

THE STATE OF MICHIGAN;

" RICHARD SNYDER, as Governor
of the State.of Michigan; and
ANDY DILLON, as Treasurer of
the State of Michigan,

Defendants.

JOLIN R, CANZANO (P30417) .
McKNIGHT, McCLOW, CANZANO,
SMITH & RADTKE, P.C.

Attorneys for Plaintiffs :

400 Galleria Officentre, Suite 117
Southficld, MI 48034

248-354-9650
jeanzano@michworklaw.com

A civil action between these parties or . -
othet pasties arising out of the transaction
or occmrence alleged in the Complaint has
been previously filed in this Coutt,
where it was given docket number 13 -729-CA
. and was assigned to Judge Aquilina.
The action remains pending,

VERIFIED COMPLAINT FOR.
DECLARATORY JUD GMENT AND INJUNCTIVE RELIEK

NATURE OF ACTION

1. This action seeks a declaratory judgment that the *Local Financial Stebility and

Choice Act,” 2012 PA 436, MCL 141.1 541 et seq ("PAA36") is unconstitutional and in violation of
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RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM

Article IX Section 24 of the Michigan Constitution becanse PA 436 permits acerued pension benefits
to be diminished or impaired by bankruptey proceedings in direct contravention of the Constifution,

This action also seeks a preliminary and/or final injunction enjoining the Governor and/or the State

" Treasurer from authorizing a banksuptes proceeding permitting an unconstitutional diminishment or

impairment of accrued pension benefits undet PA 436.

PARTIES, JURISDICTION AND VENUE

2, Plaintiff Gracie Webster is  retiree from the City of Detroit, Sheretired in2000 and

is receiving a pension benefit under the City of Detroit's General Retirement System I’ensic;n Plan,
lShe resides in Detroit and is a citizen of the State of Michigan. -

3, Plaintiff Veronica Thomas is an employee of the City of Detroit. She has wotked for
the City for 17 yearé. Sheisa palﬁqipant inthe City of Detroit's General Retirement System Pension
Plan. Although she has not yet retired, based on her years of service Plaintiff Thomas has earned the

tight to an accrued vested pension benefit under the terms of the pension plan.

4, Defendant State of Michigan is & governmental entity and sovereign stafe of the |

United States, retaining all powers reserved to it under the 10™ Amendment fo the United States

. Constitution.

5. Defendant Richard Snyder is the Governor of the State of Michigan acting in his
official capacity, ‘ |
6. Defendant Andy Dillon is Treasurer of the State of Michigan acting in his official

capacity.

7. The Governot may delegate his duties under Section 9 of PA 436, MCL. 141.154910 -

the State Treasurer,

8. This court has jurisdiction under MCL 600.6419(4), which provides for the

jurisdiction of circuit courts in proceedings for declaratory or equitable relief against the State, and
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RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM

MCL 600.605, which provides original jurisdiction in the cirouit courts,
9, Verue is proper in this court under MCL 600.1621(a), because Defendants conduct
business in Ingham County.

COUNTI: DECLARATORY JUDGMENT

PA 436 Is Unconstitutional Because It Permifs Accrued Pension Benefits To Be
Diminished Or Impaired ¥n Direct Violation Of Article IX, Section 24 Of The
Michigan Constitution :
10,  Article IX Section 24 of the Michigan Constitution provides in pettinent part:
The acerued financial benefits of each pension plan and retirement
system of the state and its political subdivisions shall be a coniractual
obligation thereof which shall not be diminished or impaired
thereby,
11.  PA436 wasenacted by the Michigan Legislature on December 28, 2012 and becarne
effective March 28, 2013,
12. Ambng the purposes of PA 436, as stated in its preamble, are to “prescribe remedial
measutes to-address a financial emergency within a local unit of goxremmeni;”' “to prescribe the
powers and duties of an emergency maﬁager for & local unit of government;” and “to pro{ridc a

process by which a local unit of government . . . may file for bankruptey.”

3.  OnMarch 14,2013, Defendant Snydet appointed Kevyn Orr as Emergency Financial

Manager for the City of Detroit, pursvant {0 1990 PA 72, MCL 141.1201 et seq ("PA 72"). PA 436

is a successor statute to, énd expressly repeals, PA 72,

14.  Pursuant to Sec 9(10) of PA 436, MCL i41.1549(10), Kevyn 0171:, as an smwgeﬁéy
financial manager appointed under former 1990 PA 72 "and serving immediafely prior to the
effective date of this act, shall be considered an emergency ﬁaanager under this act [PA 436] and
shall continue under this act to fulfill his or ﬂer powers and duties.”

15, Chapter 9 of the U.S. Bankruptey Code, 11 USC 88901 ef seq, provides a process by
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which a municii:ality may file fez_' bankruptcy and beeome 3 debtor under Chapter 9 in federal
bankruptey court.

16.  However, in order to protect state sovereignty and in recognition of federalism
principles tnder the 10" Amendment to the U.8. Constitution, Chapter 9 of the Banikruptey Code
prohibifs mumclpahtzes from filing for bankruptey unless the municipality “is specifically
authorized, n its capaczty as a municipality or by name, to be a debtor under such chapter by State
law, or by a governmental officer or organization empowered by State law to authorize such entify to

be a debtor underlsuc-h chapter.” Absent such authnrizatien, federal bankruptey courts have no

| jurisdiction under Chapter 9 over a municipality as a debtor. 11 USC §109(c)(2). See Ashton 1
Cameron Cm{mj) Water Improvement Dist No 1, 298 U8 513; 56 S Ct 892; 80 1. Ed 1309 (1936);
end United States v Bekins, 304 US 27,58 S Ct 811; 82 L Ed 1137 (1938).

17.  Seection 18 of PA 436, MCL 141.1558, specifically authorizes ; local unit of
government {0 becomeadeblorina Chapter 9 bankruptey proceeding if the emergency manager fo?
the local government recommends to the Governor and the State Treasurer that the 1ooai govelnment
be authorized to proceed under Chapter 9, and if the Govemor approves the recommendation Ey
informing the emergency managex and State Treasurer in writing of s decision. -

18.  PA 436 11ewhere requires that in considering whether to approve an emergency
manager's recommendation fo proceed under Chapter 9, the Governor shall not approve such
recommendation if accrued pension benefits may be diminished ot irapairedi in violation.of Amcle
TX Section 24 of ;dl& Michigan Constifution.

19,  Accordingly, because PA 436 ;ioes not prohibit a municipality from proceeding under
Chapter 9 of the U.S. Bankruptey Code if accrued pension benefits may be unconstitutionally
diminished or impaired , PA 436 is unconstitutional on its face in violation of Article TX Section 24

of the Michigan Constitotion.

RECEIVED by Michigan Court of Appeals 7/ 19/2013 12:30:05 PM
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20.  Section 11 of PA 436, MCL 141.1551, provides that “an emergency manager shail

develop and may amend a writien financial operating plan for the local government {and that] {ithe
financial and operating plan shall provide for . . . [{Jhe timely deposit of required payments to the
pension fund for the Jocal government or in which the local govertiment participates.”

.21, Om Mdy 12, 201_3, Emergency Managet Orr issued a financial and operating plan

pursuant to Section 11 of PA 436, (Available atwww.fteep.com/assets/freep/pdf/C42052335 12.pdf) -

The plan does not schedute the “imely deposit of required payments” io the pension funds as
tequired by Section 11 of PA 436, but instead notes that payments have been. deferred o manage a
liquidity crisis.

22, OnJune 14,2013, EmergencyManager Orrissueda "Propdsal for Creditors” in which

~ he presents vatious restructuring options. (Available at hittp:/fwvew.freep.com/asseis/freep/pdf/

C4206913614.pdf) Nowhere in this document does Emergency Manager Orr indicate any intent to

comply with Article IX Seo 24 of the Michigan Constifution. Tnstead, in. direct contravention of the

Michigan Constitution, the proposal expressly states that “there must be significant cuts in (zcczfr;efl,
{

vested perision. amounis for both active and currently retired persons.”
93, FEmergency Manager Osr has publicly threatened, in a June 14-interview with the

Detroit Fre¢ Press Editorial Board, that vested pension benefits will be abrogated in a Chapter 9

: prodeeding authorized by the Governor pursuant to PA 436, and that any state law protecting vested

pension benefits is “not going to protect” retirees or employees with vested pension benefifs in

bankruptey court, (See www.freep com/article/20130616/OPINION05/306 160052/kevyn-orr-detroit-

emergency-tnanager-creditors-fiscal-crisis.)

24.  Arficle IX Section 24 of the Michigan Constitution is such a state law, which

Emergency Manager Orr has assetted will “not , , . protect” vested pension benefits.
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25 Under PA 436, the only way Emergency Manager Orr could impose his desired
usjgnificant cuts in accrued, vested pension amounts for both active and currently retired persons” is
through a Chapter 9 bankruptcjr filing.

26. Plaintifis are entitled to a declazatory judgment that PA 436 is unconstitutional @der
Atticle IX Section 24 of the Michigan Constitution because PA 436 does not prohibit the Governot
from authorizing a Chapter 9 bankruptey filing which threatens {o uﬁconsﬁmtionally diminish ot
impair the Plajntiffs' accrued iaension bénsﬂts, and a final judgment ordering that Defendant Sniyder
and/or Defendant Dillon not authotize a Chapter 9 filing which threatens to diminish or impair
accrued penéion benefits in violation of the Michigan bonsﬁtuﬁqn

27.  Thiscase prcécnts an actual c;ontmvcrsy entitling Plaintiffs to & declaratory judgment
because the facts stated above indicate " an adverse interest necessitating the sharpeﬁing ofthe issues

raised.” Lansing School Education Ass'nv Lansing Bd of Educ, 48l7 Mich 34;9, 372 120; 792 Nw2d

686 {2010), quoting Assoczated Builders and Contractors v Dep 't of Consumer and Indus Servs Dir,

© 472 Mich 117, 126; 693 NW2d 374 (2005). Plaintiffs are entitled to adeclalatory Judgtnent here “to
obtain adjudication of rights befoie an actual injury occurs [apd] fo settle a mattel' before it vipens

into & vielation. of the law . . ." Rose v Stafe Farm Mt Auto Ins Co, 274 Mich App 291, 294; 73i
Nw2d 160 (20T6). | |

98,  Plaintiff's need for a Declaratory Fudgment is urgent. Based on the above facts, a

' request by the Emergency Manager to proceed under Chapter 9 is imminent, because he has crédibij,r

threatened - indeed, has given every indication -- that he intends to impair or diminish accrued

pension benefits in contraventiox; of Article IX Section 24 of the 'Micbigan Constitutiun, and that

Chapter 9 bankmptey proceedings are the mechanism by whlch he can do so, Thus Plamtlff's rights

‘under the Michigan Constitution not to have their pension beneﬁts “diminished or impaired™ can
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only be guaranteed if this Court acts bejore the Governor approves a request to proceed under
Chapter 9. Moreover, Emergency Managel Orr’s threats that he will unconstitutionally diminish or o
impair Plaintiffs’ vested pension rights have themselves hartned Plaintiffs by mstﬂhng in Plaintiffsa-

reasonable fear that their constitutional rights will be trampled wpon and, in the process, their future

soutce of income diastically eroded.
29.  Accordingly, Plaintiffs are entitled foa speedy hearing under MCR 2,605(D) on their
request for declaratory relief.

COUNT 1; PRELIMINARY INJUNCTION

30.  Plaintiffs incorporate by reference the allogations in paragraphs 1 through 29.above.
11,  Plaintiffs will suffer irreparable harm if Defendants Snyder and Dillon are not

~enjoined fiom authorizing the Bmergency Manager to proceed under Chapter 9 of the U.S.

Bankruptey Code and thereby seeking to abroggie Plaintiffs’ vights under the Michigan Constitution
and the soutce of livelihood it guarantees them in a.forum which the Emergency Manager contends
" does not protect those rights.

32, The hatm to Plaintiffs absent munctwe relief outweighs the harm to Defendants if an
injunction is granted because the Governor and Treasurer will not be harmed if they are enjoined
from anthorizing the Emergency Manager 1o file under Chapte; 9.

33, Plaintiffs are likely to succeed on the merifs.

34,  There will be harm to the public interest absent an injunctic;n, a;s the accrued vésted
pension rights of thoqsands—of City of Detroit ;reﬁrces and employees will be threatened with

abrogation in violation of the Michigan Constitution,
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RELIEF REQUESTED

WHEREFORE, Plaintiffs respectfully request that this Honorable Court grant the following

relief:

A, A declaratory judgment that PA 436 is unconstitutional in violation of Article IX

Section 24 of the Michigan Constitution.

B. A preliminary and/or permanent injunction enjoining Defendant Snyder and

Defendant Dillon from authorizing the Detroit Emergency Manager fo commence

proceedings under Chapter 9 of the u.s. B,ankruptcf; Code.

C. An award to Plaintiffs of their costs and expenses, inchuding attomneys’ fees, incusred

in this action.

Date: July 3,2013

STATE OF MICHIGAN

COUNTY OF OAKLAND )

Respectfully submitted,

McKNIGHT, MoCLOW, CANZANO,
SMITH & RAPTKE, P.Co—

A1
730417y
ainti

By:
- Eﬁfm\f{. nzan
, orneys for P
400-Galierla Officentre, Suite 117

Southfield, MI 48034
248-354-9650
jeanzano@michworklaw.com

YERIFICATION

TohnR. Canianq, being first duly sworn, deposes and states he is the attomey representing

Plaintiffs hereiné that he has read the foregoing verified complaint by him subscribed for and on
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behalf of Plaintiffs; that he knows the contents thereof to be true except as to those matters staied
upon information and belief, and as to those mattexs, he believes them fo be true, and he is

anthorized to sign said Verified Complaint on behalf of Plaintiffs.

\
AL /,6’)
Iober(Canzano OU/_ |

. N o
Subscribed and sworn to befm’( (ue ﬁﬁsf:@dj ::j 2013. ( '

Khren Ann Purslow, Notary Pubhc 1
County of Oakland, State of Michigan ' ;,- . -f o

My Commission Bxpires: April 19, 2014 ",
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EXHIBIT 3
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SraTE OF WECRIGAN
EXECUTIVE OFFICE ' : BRIAN CALLEY

RIGK SNYDER
1T, GOVERNOR

GOVERNOR LANSING
VIA HAND AND ELECTRONIGC DELIVERY ' July 18, 2013

Kevyn D. Orr

Emergency Manager

City of Detroit

Coleman A. Young Municipal Center
7 Woodward Ave., Sulte 1128
Detroit, MI 48226

Andrew Dilion

State Treasurer

Michigan Department of Treasury
" 4th Fioor Treasury Bullding

430 W, Allegan Street

Lansing, M| 48982

Re: Authorizatién to Commence Chapter 9 Bankruptcy Proceeding

Dear Mr. Orr and Mr. Dillon,

I'have reviewed Mr. Orr's letter of July 16, 2013, requesting my approval of his
- recommendation to cornmence a bankruptcy proceeding for the City of Detroit under
Chapter 9 of fitie 11 of the United States Code. As you know, state law requires that
any such recommendation must first be approved by the Governor before the
emergency manager may take that step. MCL 141.1558, For the reasons discussed
~ below, | hereby approve that recommendation and authorize Mr. Orr fo make such a
- filing. ‘

Gurrent Financial Emergency

In reviewing Mr. Orr’s letter, his Financial and Cperating Plan, and his report fo
creditors, it is clear that the financial emergency in Detroit cannot be successfully
addressed outside of such a filing, and It is the only reasonable alternafive that is
available. In other words, the City's financial emergency cannot be satisfactority
rectified in a reasonable period of fime absent this filng.

| have reached the conclusion that this step is necessary after a thorough review of all
the available alternatives, and | autharize this necessary step as a last resort to retumn
this great City to financial and civic health for its residents and taxpayers. This decision
comes in the wake of 60 years of decline for the City, a period in which reality was often

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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ignored. | know many will see this as a low point in the Clty’s history. If so, ! think it will
also be the foundation of the City's future —a statemnent 1 cannot make in confidence
absent giving the City a chance for a fresh start, without burdens of debtit cannot hope.
to fully pay. Without this dedision, the City’s condition would only worsen. With this

~ decision, we begin to provide a foundation o rebuild and grow Detfoit. -

Both before and after the appointment of an emergency manager, many talented
individuals have put enormous energy into attempting to avoid this outcome. | knew
from the outset that it would be difficult to reverse 80 years of decline in which promises
were made that did not reflect the reality of the ability to deliver on those promises. |
very much hoped those efforts would succeed without resorting {fo bankruptoy. ‘
Unfortunately, they have not. We must face the fact that the Gity cannot and is not
paying its debts as they become due, and is insolvent,

After reading Mr. Orv's letter, the Financial and Operating Plan, and the report io
créditors, | have come to four c:onciusions.

1. Right now, the Cily cannot ineet its basic obligations to its citizens. ”
2. Right now, the City cannot meet its basic obligations to its creditors.

3. The failure of the City fo meet its obligations to its citizens Is the primary cause of its
inability to meet its obligations to its creditors. .

4. Thé only feasible path to ensuring the City'will be able to meet obﬁgatioﬁs in the
future is fo have a successful restructuring via the bankruptcy process that recognizes
the fundamental importance of ensuring the City can meet its basic obligations to its

- gitizens.
1 will explain how [ came to each conclusion.

Inabitity to Meet Obligations to its Citizens. As Mr. Orr's Financial and Operating
Pian and the June 14 Creditor Proposal have noted, the scale and depth of Detroit's
problems are unique. The City's unemployment rate has nearly fripled since 2000 and s
more than double the national average. Detroit’s homicide rate is at the highest level in
nearly 40 years, and it has heen named as one of the most dangerous cities in Ametrica
for more than 20 years. lts citizens wait an average of 58 minutes for the police to '
respond to their calls, compared fo a national average of 11 minutes., Only 8.7% of
cases are solved, compared o a statewide average of 30.5%. The City's police cars,
fire trucks, and ambulances are so old that breakdowns make it impossible to keep uUp
the fieet or properly carry out their roles. For instance, only 2 third of the City's
ambutances were in service in the first quarter of 2013. Similarly, approximately 40% of
the City's street lights were not functioning in that quarter and the backlog of complaints
is more than 3,300 long. Having large swaths of largely abandoned structures —
approximately 78,000 — creates additional public safety problems and reduces the

© quality of fife in the City. Mr. Orr is correct fhat meeting the obligations the City has to
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its citizens to provide basic services requires more revenue devoted fo services, not
less.

inability to Meet Obligations to its Creditors, The Gity has more than $18 bilfion in

accrued obligations. A vital point in Mr. Or's letter Is that Detroit tax rates are at their

current fegal limits, and that even if the City was legally able fo raise taxes, its residents
cannot afford to pay additional faxes. Detroiters already have a higher tax rate than
anywhere in Michigan, and even with that revenue the City has not been able o keep

. yp with its basic obligations, both to ite citizens and creditors. Detroit simply cannot
raise enough revenue to meet its current obfigations, and thatis a situation that is only
projected fo get worse absent a bankruptey filing. '

Faijiure to Meet Obligations to Citizens Creates Failure to Meet Obligations to
Creditors. Mt. Oir's letter and prior report put in stark reality the dramatic impact of the
City's plummeting population. While many who love Detroit still live there, many other
Detroiters at heart coutd not justify the sacrifice of adequate services. The City's
poputation has declined 63% from its peak, including a 28% decline since 2000. That .
exodus has brought Detroit fo the point that it cannot satisfy promises it made in the
past. A decreasing tax base has made mesting obligafions to creditors impossible. Mr.
Orr is correct when he says the City cannot ralse the necessary revente through tax
increases, and it cannot save the necessary revenue through raducing spending on
basic services. Aftempts to do so would only decrease the population and tax base

further, making a new round of promises unfuifiliable.

Only One Feasible Path Offers a Way Out. The citizens of Detroit need and deserve .
a clear road out of the cycle of ever-decreasing services. The City's creditors, as well
as its many dedicated public servants, deserve fo know what promises the City can and
will keep. The only way to do those things is to radically restructure the City and aliow It
fo reinvent itself without the burden of impossible obligations, Despite Mr, Ort's best
efforts, he has been unable to reach a restructuring plan with the City's creditors. |
therefore agree that the only fedsible pathtoa stable and solid Datroit is to file for

bankruptey protection.

The past weeks have reaffirmed my confidence that Mr. Orr has the right priorities when
it comes to the City of Detroit. | am reassured o see his prioritization of the needs of
cifizens 1o have improved services. | know we share a concetn for the public
employees who gave years of service to the City and now fear for their financial future
in retirement, and ! am confident that all of the City's oreditors will be treated faitly in this
process. We all believe that the City's future must aliow it to make the investment it
needs in talent and in infrastructure, all while making only the promises it can keep. Let
us remain in close communication regarding measures M. Orr might take so we ¢an

discuss the possible impacts that might occur both within and outside of the City.
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Contingencies

2012 PA 438 provides that my approval of the recommendation to commence a Chapter
9 praceading may place contingencies on such a filing. MCL 141.1558(1). fam
choosing not to impose any such contingencies today. Federa! law already contains the
maost important contingency —a requirement that the plan be legally executable. 11

USC 943(b)(4).

Conclusion

In conclusion, ! find Mr. Orr’s Recommendation Letter to be persuasive, espegially in
conjunction with his prior reports laying out the level of services the City can provide .
and its inancial ability to meet its obligations fo creditors. [ am also convinced that Mr.
Orr has exercised his best efforts to arrive at a restructuring plan with the City's

creditors outside of bankruptey, fo no avail. Given these facts, the only feasible path to
sustainability for the City of Detroit is a filing under chapter 9 of the bankruptey code.
Therefare, | hereby approve Mr. Orr's recommendation and authorize the emergency
manager to.make such a filing on behalf of the City of Detroit and to take all actions that

are necessary and appropriate toward that end.

Sincerely, - -
Richard D% S

Governor
State of Michigan

13-53846-swr  Doc 1221-2 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 26 of 29

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM




EXHIBIT 4

Doc 1221-2 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 27 of 29

13-53846-swr

A SO:0€:2T £10T/61/L sTeaddy 3o 1noD UeSIYdIA AQ AGATHOH?



30:05 PM

RECEIVED by Michigan Court of Appeals 7/19/2013 12

Revistd DS

UNITED STATES BANKRUPTCY COURT
Eastern District of Michigan

In e
City of Detroit, Michigan,
. Case No, 13-, .

Debtor, _{

BANKRUFTCY PETITION COVER SHEET,

(The debtor must camgpleto and file this form with the petition in every bankruptcy case. Tastead of filling in the boxes on the petition
requiring information on prior and pending cases, the debtor may refer to this form,) ) .

Part 1
nCompanion cases,” b8 dofined la LB.R. 1073-1(b), are cases involying any oF the follawing: (1) The sume debtor; (2) A cotporation and any majority
sharcholder therenfs {3) Affiliated corporetions; (4) A parinorship and nny of Hs general partners; (5) An individual and his or her general parner; (6).An,
frdividual and his or her spouse; or (7) Individuals or entifies with any substantiel identity of financial interest or nasets,

‘Has a "companion case” to thig case cver been filed at any time in this district or uny other district? Yes__ No_X_
(I yes, complete Part %)

Part X
For esch companion case, state in chronological ovdey of cases:

Not applicable

If the present case is o Chapier 13 ease, stafe for each eomparion casc:

Not applicable
_ ] Part3-Ina Chapter I3 Case Culy
The Debtor(s) certity, re: 11 UB.C. § 1328(D: Noi Appiicable
{indicate which]

[ Debtor(s) received & discharge issued n & case filed under Chapter 7, 11, or 12 daring the 4-yenrs befors fillng this case.
1 Debtor(s) did mot reoetve » dischargs lause f s osv e undes Chapts 7, 11, or 12 deing tho 4-yoars befuro fiing this cwse
1 Debtor(s) recoived a discharge in a Chaptsr 13 case filed during the 2-venrs befors filing this onse,

ET Debtors) did mot recciye a discharge In a Chepter 13 cage filed diring the 2-3-1ears before filing this case.

%w y

1 have read this form and fhet 3t is true and correct to the best of my information aad belief.

Fovip B, O . Bavid - Holman (OH 0p38271)  Bruce Beunctt (CA 105430)  Joanthen 3. Green (M1 P33140)
Emphfency Menager Heather Lennox (OH 0038549) JONES DAY . Sicphen 8, LaPlaote (M1 P40063)
Citffof Detroit JONES DAY 555 South Fiower Streef MILLER, CANFIELD, PADDOCK
Nosth Point Fiftleth Floor AND STONE, EL.C,
901 Lakeside Avenuc : Y.os Angeles, CA 50071 150 Wast Foffersen .
Clovelnnd, GH 44114 Tolephone: (213) 243-2382 Suite 250¢
Tolophone; (216} 586-3539 Faesimile! (213) 243-2539 Deiralt, ME 48226
Facatmile: (216) 579-0212 hbenneti@ionesday.com. Teleghone; (313) 963-6420
dahelman@ionesday.com . Frostmilo: (313)496-7500
hleppon@ionestev.com
Dater July le.?.DlS ATTORNEYS FOR THE CITY OF DETROIT, MICBIGAN
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B (Official Form 1) (04/13)

UNITED STATES BANKRUPTCY COURT

19/2013 12

. EASTERN DISTRICT OF MICHIGAN ; A
Nazms of Disbtor (if individual, snter Last, Ficst, Widdie): : Name of Joint Debior (Spouse) (Last, First, widdle):
City of Detruit, Michigan .
i Other Names used by the Debior i the {ast § years A1l Other Namtes nsed by the Joint Debtor in the last 8 years
(include married, nraiden, and trade mames); {include marricd, maider, and trade names): -
Last four digits of Soc, See. or Tndividuak-Taxpayer LD. (ITIN)Complete EIN Last four digits of So6. Seo, or Individual-Taxpayer 1D, (ITIN)/Complets EIN
(if more then one, state all): (£ more than one, state all): :
38500460
Strent Address of Debtor (No. and Strest, City, and State): : Strect Address of Joint Debtor (No. and Sireet, City. end State):
2 Woodward Avenue : :
Suite 1126
Detroit, Michigan
. ) I 4R216 I IZIP CODE l
County % Residence or of the Prinicipal Place of Busingss: County of Residence or of the Principal Place of Business!
ayne
Mailing Address of Debior (if different from sirect address): ' Mailing Address of Joint Debtor (it ditferent from street address):
{71P CODE | fZ1P CODE |
" Locafien of Principal Assets of Business Debtor (if different from strect address above}:
|ZIP CODE [
Type of Debtor Natare of Business Chapter of Bankruptcy Code Under Which
(Form of Organtzation} (Check ome box ) the Pefition Is Filed (Check one box.)
(Check one box.}
[l Heaith Cars Business {7 Chapter7. [ Chapter 15 Petition for
0 Individoal {includes J oint Debtors) \[] Single Assct Real Estatc as definedin | B Chepterd - Recognition of & Foreign
See Exchibit ) on page 2 of this fort. 1111.8.C, § 101(518) ] Chapterdl Main Proceeding
[ Corporation (includes LLC and LLF) O  Rairoad [] Chapter 12 (] Chapter i$ Petition for
[] Partnership 1 Swckbroker [j Chapier13 Recognitlon of a Foreign
B¢ Other {If debtor is not one of the above cntities, cticok L1 commadity Broker . . Nonmain Proceeding
this box and state type of catity below.) {1  Clcering Bavk
Municipality X Other
Chapter 15 Debtors . (ChTa:lr(-hExeqlpt E:lztialg Nature of Debis
Coonntry of debtor’s center of main interssts: eck box, if applicable.) {Check one bax.)
ountry ot 48 ¢ . : ] Debts are primarily consuraer B4 Debisare
Il Debloris atex-cxempt organization debis, defined In 11 US.C, primerily
Each country in which a foreign proceeding bY, rgurding, o under title 26 of the United States §.101(8) as “incurred by an . business debts,
against debtor is pending: ~ Code{the Iniemal Revenue Code). - individusl primarily for &
personal, family, or
household purposs.”
Tillmg Fee (Check one box.) Chapter 11 Debtors
Check one box: ) .
B2 Full Filing Fec atached. [ Debtoris asmall business debtor as defined in I1 0.5, § 101(51D).

) [ Debtorjsnota smull business debtor as defined in 11 US.C. § 101{51D).
[] Filing Feeto be paid in installments (appliceble to individuals only), Must aitach
signed epplication for the court’s consideration certifying that the debtor is Check if
[nsble o pay fee except in instellments, Ruie 1006(h). See Official Form 3A. [0 Debtor’s agpregats noncontingent liguidated debts (sxcluding debtzowed to
insiders or nffiliates) arc less than 2,490,925 (amount subfect to adfustment
Filing Foo waiver requested (epplicable to chapter 7 individuals only). Must on 4/01/16 and every three years thereafler),
attach signed application for the vourt’s consideration. See Official Form 3B, e wemmmeemme e
' Check all applicable boxes:
[ A plan is being filed with this petition.
Acceptances of the plan were solicited prepetition from one or more classes
of credltors, i accordanee with 11 US.C. & 1126{b). )
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Shatistical/Administrative Information . THIS SPACE IS FOR
, . COURT USE ONLY

= Debtor estimates that funds wili be avaflable for disiribration to msecured ereditors, .

Debtor estimates that, after any exempt property is excinded and administrative oxpesises paid, there will be no funds avaifabia for

gistribution to unsecured preditors. -
Estimated Number of Creditors
0 jwi 0 a O O £l =
1-49 5099 100-159 200589 1,600~ 5,001~ 10,001- 25.001- 50,001~ QOver

5000 10,000 25,000 50,000 100,000 100,000
Estimated Asseis
| d [ | | | g £l O B4
$0ta $50,001tc  $100,001tc $500,001 $1,000,001 $10,000,001 $50,000,001 $100,000,001 $500,000,001  More than
$50,000  $100,000  $500,000 to$1 o 510 tn 850 o $100 o $500 te $1 billion 51 billion
miflion million militon miflion miltion .

Estimated Lisbilities
O

013-5G46 b Rac S22 e 16 U - S 2
$0+ : 100,6¢0C d12 sjaded 1 $5 : 000,001 - More thn
ssoon  S190000 1 me@as bc 1 ied O7A MSTBEQ 2l %%ﬁ%ﬁi%ﬁé@@% @9 of 29




B) (Official Form 1) (04/13)

Page 2

Yoluntary Fetition
(This page must be completed and flled In every case.)

Nemnie of Debtor(s):
. City of Detrolf, Michigan

All Prior Bankruptcy Cases Filed Within Lasé 8 Yeary (I more than two, attach additiona] sheet,

(To be completed if deblor js required to file periodic reports (v.g, forms K and
104)) with the Seourities and Exchangs Commission pusuant to Seetion 13 ar 15{(0)
of the Securities Exchange Act of 1934 and is requesting relief under chapter 11,)

{7 Exhibit A is atached and made & part of this petition.

Location Cese Number: Date Filed:
Where Filed:
Location Cage Nomber: Drate Filed:
Where Filed: :

Pending Bankruptey Case Filed by sy Spouse, Partner, or ‘Affiliate of this Debtor (if more than ong, attach additional shest.)
Name of Deblor . Caso Number: Date Filed:
District: Relationship: Judge:

Exhibit A Exhibit B

(To be completed if debtor is an individual
whose debts are primarity consumer debts.)

1, the attorney for the petitioner named in the foregeing petition, declare that 1 have
fformed the petitioner that [he or she] may procesd under chapter 7, 11, 12, or 13
of title 11, Usnited States Code, and have explained the relief evailable under each
such chaptes. I further ceriify that I have delivered to the debtor the notice required
by 11 1.5.C, § 342(5).

X

Signatars of Attorney for Debtor(s) (Date)

30:05 PM

-
+

®  Yes, and Exhibit C i attached and made a part of this petition,
1 No.

Exhibit C
Does the debtor own or have possession of any property that poscs or is alleged to pose & threat of imminent and identifiable harm to public health or safefy?

—

If this is & joint petition:

' Exkibit I .
- (Te be completed by every individuat debtor. 1F a joint petition s filed, cach spousc must complete and alfach a separats Bxhibit D.)

[ Exhibit D, completed and signed by the debtor, is attached and made n part of this petition.

[3 ExhibitD, also completed and xigned by the jeint debtor, is attached and made a part of this petition.

gals 7/19/2013 12

Information Regarding the Debtor - Venae
{Check anty applicable box.)
B Debtor has been domiciled or hes had a residence, principal place of business, or principal assets in this District for 180 days immediately
preceding the date of this petition ar for a longer part of such 180 days than in any other District. :

]  Thore is  bankwptcy case concerning debtor’s uffitlate, general partrer, or partnership pendiog In this District,
[  Debtoris a tebtor in 2 foreiga procecding ind hias its principal place of business or principal assets in the United Stalss tn this District, or has

ng principal place of business or #sscts it the United States but Is = defondant in an action or procesding [in a fdersl or state court] in this
Distrct, or the interests of the parties will be served in regard to the relief sought in this District.

Certification by » Debtor Who Resides as a Tenant of Residential Property
(Check all applicable boxes.)

O Landiord has a judgment against the debtor for possession of debtor’s residence, {If box checked, complete the following.)

{Name of landlord that obtained judgment}

{Address of landlord)

1 Debtor claims that wnder applicable nonbankruptsy law, there are circumstamces under which the debtor would he permitted to cure the
entiro monetary default that gave rise to the judgment for possession, affer the Jjudgment for possession was entered, and

3 Debtor has included with this pctiﬂém 1he deposit with the court of any rent that would become due during the 30-day period after the filing
of the petition.




and cornect,

chepter, and choose o proveed under chaptes 7,

have obtained and raad the notics reqalred by 11 US.C, § 342(b),

{ doclare under penalty of perjury that the information provided in this peittion 18 true
[If petitioner is an individunt whoso debts are primarily consufnes debts aud hes
chosen to file tnder chepter 7] 1 am nwets that I say proceed wader chapter 7, 11, 12
or 13 of ftla 11, United States Code, understand the relicf availible imder esch such

[If o attorney Topresents me and no bankruptey petition preparcr s the petition] T

"I request ellef Ie mccordance with the cBpter of titie 11, United States Code,

Bl Officlal Form 1} (047 13) Pags 3
Yoluatary Pefition Narme of DeblorE):
(Thiz prge must be completed and filed in avery case,) Ciity of Deiroit, Michigan
Hignatures
Signature(s) of Dehtor(s) (ndtyidoal/Join) Signatore ofa Fortign
Repressufative

T deolgrs uader penslty of perjury that the nformation provided fn fhis pettton is
proceeding, and that Yam autharized to fle fhis petition.
(Check ualy one box.)
T request relief in accordance with chepter 15 of titte 11, United States Code.
Certified oopics pf the documents required by 11 U.8.C.§ 1515 are
7 attached, .
Pumsyuntto 11 U.S.C.-§ 1511, I recuest relief in actordative with the

chapter of sitle 11 speoified in this petition. A certified oopy of the
order grantmg recognition of the forlgs main preceeding s

X

(Signaturs of Forelgn Repmse}:;iaﬁw)

(Printed Nuoge of Forelgn Represcalufive)

tme und gorrect, that 1 um the forefgn represcntative of a debtor in @ Torelgn| -

specified in this petlton,
X
Signuture of Debtor
: . Signature of Jolnt Debloe
z Telephorne Nomber (ifnat represented by atorney}
A
uw
<o X
<
58 Dayld G Helman ~ Bruce Bomaott Joanthan 8, Grecn
Eeather Lennox JONES DAY Stephen 5, LsPlante

JONES DAY . 555 Booth Flower Strest  MILLER, G,
Noith Point Fiftleth Floor
001 Lekeside Avenue Los Aungeles, CA 90071 PLE,

Tol; (216) 5863939 Fax (213)243:2939 Suite2500

in the sehedules s incormat,

ANETELL
PADDOCK AND STGNE,
Cleveland, DH 44114 Tels {213)243-2382 | 150 West Jeffersen
Fas (216) 579-0212 pbenpeti@jonesday.com Detrolt, MI 48226
deheiman(@jopesday.com Tel; (313)963-6420
hleonox@ionesday.com Fax: (313)496-7500

greep@milieresafiald.com
Igplante@millorcanfieldcom

+1n 2*ase in which § TOT(EX4)(D) applies, this slgnature also constitites a .
eerti fieation that the sttormey has no knowledge after an ingulry thet the information

Signature of Dabtoe {Corporation/Purfuenshig)

debsar,

The debior requests the relief in a funee with
Lode, specifigd jn this petition,

1 deolare under p:ﬁatty of pesjury that the {nfermation pmvidéd In this potiticn Is tue
and oorrect, snd thet T have hecn gathorized to file this petition on behalf of the

napter of title 13, United States

Ke

s, Onr
Pricied Naie of Anthorized individusl

Emergency Mansger, of Def

Title of Authorized Individul

July 1&2013

Date

Signatursof Nan-Atinrney Bunliruptey Petition Preparer

1 declare under peasky of perjury that (I} I sm 3 bankrupley petition preparor
g5 defined In 11 TL8.C, § 116; (2) T preparcd thie dosument for compensation and
faye provided the deblor with a sopy of this documant mnd tho notices and
information soquited mader 11 TSC, 8§ 110(s), 110(), end 342(by end,
@) if rules o goidclines have been prosmulgated purenant to 11 TRS.C. § 1ioth)
setting & mawioum fes for serviges chorgeable by bankmptoy petition propares, 1
haye given the.debtor notice of the migimum avount pofore prepering soy
deoument for fling for a debtor or accepting any fee from the debtor, as required in.
that seotion, Officlal Form 19 ls sttached, ’

Printed Rameaad £0%, iF ary, of Bankniptey Petition Broparet

Social-Securlty number (IF the bankruptsy peiition preperet §s not an individaal,
. weatp the Soctat-Security tumber of the offices, pringdpal, respongible person &
purtnor of the bankroptoy petition preparer) (Required by 11 U.s.C.§1i0)

Address

X

Signatorey

Date
Signatuve of bankauptey petition preparer or offiesny principal, responsible persed,
or pasinee whose Soclab-Security number i provided above.

ames end Soolal-Sesnilty numbers of all ofher individuls who prepured or
assisted 1n prepering thls document unless the bankripicy petition preprer is not an
individoel '

I move then one pemon prepared this, documeant, gitach sddifiona) sheots
conforming to the uppropriste nfficial fosm for each person,

A bankrupicy pelition prepaver 's fellurz fo comply with the provisans of tifle 11
and fhe Federal Rules of Bankvptcy Procedure way reswll in fites of
Fmiprisoratent or Both. 1] DLS.C. § 11D IBUSC.§ 156
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B 1€ (Official Form 1, Exhibit C) (9/01)

{¥f. to the best of the debtor’s knowledge, the debtor owns or has possession of property that poses or is aI!eg;zd Ip pose a threat of
imminent and identifiable harm to the public health or safety, attach this Exhibit “C" to the petition.]

UNITED STATES BANKRUPTCY COURT

Eastern Disﬁict of Michigan
Inre City of Detroit, Michigan, , ) Case No, 13- .
| Debtor. )
y
) Chapter 9

EXHIBIT “C” TO VOLUNTARY PETITION

1. Identify and briefly describe all real or personal property owned by or in possession of the debtor that, to the best of the
debtor's knowledge, poses or is alleged to pose a threat of imminent and identifiable harm to the public health or safety (attach
additional sheets if necessary}:

Certain properties owned by City of Detroit, Michigan (fie "City") have been (a) identified by the
City as being structurally unsound and in danger of coliapse and (b) scheduled for demolition (collectively,
the "Demolition Properfies”). The Demolition Properties may pose a threat of imminent harm to public
health and/or safety, A list of the Demolition Properties is attached hereto as Schedule 1.

To its knowledge, the City currently does not own any property that is a Superfund Site as
designated by the United States Environmental Protection Agency. The City currently owns {iit whole or in
part) various so-called "Brownficlds properties” (collectively, ga *Brownfields Properties") regulated by
the Michigan Department of Environmental Quality, Currently, one er more privaie parties (rather than the
City) are addressing any identified crivironmental conditions that might be present at the Brownfields
Properties. To the City's knowledge, none of the Brownfields Properties are alleged to pose a threat of
imminent and identifiable harra to the public health or safety, A representutive list of certain Brownfields

Properties is attached hereto as Scheduls 2, -

In addition to the foregoing, the City owns or is possession of approximately 60,000 parcels of
Jand within the City's geographic boundaries and more than 7,000 vacant stractures that are not designated
as Demolition Propertics or Brownfields Properties (collectively, the “Blighted Properties"). Itis possible
that some of the Blighted Properties could pose a threat to public health or safety. Although the City is not
aware of any Blighted Properties currently posing a threat of "imminent and identifiable harm,” the City
notes the existence of these properties on ﬂ{ls Exhibit C out of an abundance of caution,

2. With respect to each parcel of real property or item of personal property identified in question 1, describe the namire and
location of the dangerous condition, whether environmental or otherwise, that poses or is alleged to pose a threat of imminent and
identifinble harm to the public health or safety (aitach additional sheets if necessary):

Ses attached Scheduls 1 with respect to the Demolition Properties and the attached Schedule 2 with respect to the
Brownfields Properties.

1353840 01 PoR 21 A e BRSS9 18052420500 5 B 3 of 27

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM




SCHEDULE 1

City of Detroit, Michigan Demolition Properties

13-53846-swr Doc 1221-3 Filed 10/17/13 _ Ent

Property Property
Street Address Type Street Addresy Type
F 3922 14" Regidential 20243 Derby Residential
| 3654 30" Residential 125 Dey Residential
12032 Abington Residential 14190 Dolphin Residential
.266% Anderdon Residential 229 Bdmund PL Commmercial
321 Anderson Commercial 3333 Edsel Residential
13501 Appoline Residential 203 FErsking Residential
, * 7593 Arcela Residential 209 Erskine Residential
14125 Ardmore Residential 4417 Bwers Residential
13476 Arlington Residential 19332 Exeter Residential
13544 Arlmgton Residential 19339 Exeter Residenial
10384 Aurora Residential 20467 Exeter Residential
- 2457 Beaubien Coromercial 1731 Fischer Residential
z 2486 Beaubien Residential 13556 Fleming Residential
m 14371 Benler Residential 7666 W. Fort o Commercial
5317 Bewick Residential 5334 French Rd. Residential
ch 19411 Blake Residential 6007 Fromienac Commercial
- . 19700 Bloom Residential 18627 Gable Residential
K 6072 Braden Residential 3727 Garland Residential
.. 0665 Broadsirest Residential 3917 Garland Residential
al 9616 Bryden Residentiel 4466 Gerland Residential
- 6810 Bulwer Commercial 4470 Garland Residential
— 1454 Burlingame Residential 4003 Gilbert Residential |
o 13469 Caldwell Residential 12511 Glenficld Residential
Q{ 2009 Campbell Residential 14232 Goddard Residential
o 14203 E, Canfield Residential 14236 Goddard Residential
;: 19221 Cardoni Residential 11648 Grandmont Residential
P 19324 Carrie Residential 5301 Grandy {1 Commercial
v 7626 Central Residential 5801 Grandy 2] Commercial
= 2535 Chalmers Residential | 2937 Grant Residential
- £115 Chamberlain Residential 5589 Quilford Residential
cu T 13199 Charest Residential 222 S. BHarbaugh Residential
4%* 70190 Charleston Residential 7900 Harding Residential
3164 Charlevoix Commercial §815 Harper Commercial
= <083 Chaisworth Residential 17226 Hasse Residential
5717 Chene Commercial 7975 Hathon Residential
% 3636 Cioottz Residontial 10527 Havana Residential
o 3032 Clements Residentizl 19309 Havana Residential
Q 1117 Concord Residential 19321 Havana Residential
= 6628 Crane Residential 19397 Havana. Residential |
= 1243 Crawford Residential 7886 Helen Residential
9{3 2012 Dalzelle " Residential 6200 Hereford Residential
= 20258 Danbury Residential 9905 Herkimer Residential
< 7787 Dayton Residential 15535 Highland Residential
2 8475 Dearbom Residential 1778 Holcomb Residential
1950 Dearing Residential - 4407 Holcomb Residential
P 1956 Dearing Residential | 4412 Holcomb Residential
< 1960 Dearing Residential 7202 Bolmes Residential
- 2027 Dearing Residential 9278 Holmur Residential
.| 8839 Dennison Residential 19925 Hoover Commercial
=
=
Em_)
i
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' Property : Property
Street Address Type Street Address Type
6360 Horatio Residential 5115 Nottingitam Residential
15518 Idaho [1] Commercial 8811 Olivst Regidential
15518 Idaho [2] Commercial 3917 Otsego Residential
12748 Dens Residential 15799 Parkside Residential
20136 Ilene Residential 18401 Pembroke Residential
15778 lhad Residential 11172 Promenade Residential
5290 Ivanhoe Residential 2101 Purifan Commercial
6435 Julian Commercial 5807 Renville Residential
8545 Kenney "Residential 1957 Richton Residential
13989 Kentucky Residential 534 W, Robinwood Residential
13301 Kercheval Commercig! 6119 Rohns Residential
5025 Kopernick Residential 14381 Rosa Parks Blvd. Unknown
17137 Lamont Residential 11735 Rutherford Residential
17268 Lamont Residential 6835 Seminole Residential
3839 Lanman - Residentizl 5737 E, Seven Mile | Conmiemm
5206 Lawndale Residential 2008 Sharon Residential
2194 Lemay Residential 13422 Shields Residential
3958 Lemay Residential 10201 Shoemaker Commercial
1601 Liddesdale Residential 10956 Shocmaker Commmercial
1029 Liebold Residential 6750 Sparta Residential
- 5065 Lillibridge - Residential 14291 Spring Garden Commercial
15744 Livernois Commercial 4467 St, Clair Residential
12558 Longview Residential 6915 St. Joim Residential |
12767 Loretto Resjdential 7180 St John Residential
8881 Louis Residential 18805 St Louis Commercial
13441 Lumpkin Residential 1928 Stapley Residential
14242 Mack (a/k/a 3181 Lakewood) Commercial 12746 Sirasburg Residential
12368 MacKay Rasidential 3104 Thaddeus Residential
12393 MacKay Residential 4332 Toledo . Residential
12398 MacKay Residential 6195 Townsend Residential
13569 MacKay Residential 9718 Traverse Residential
13909 MacKay Residential 17231 Trinity Residential
13927 MacKay Residential 2634 Tmxedo Residential
13952 MacKay Residential 25224 Tyler Residential
13977 MacKay Residential 2660 Tyler Residential
13983 MacKay Residential 9526 Van Dyke Commercial
459 Manistique Residential 2030 Vimewood Residential
12000 Mansfield Residential 5757 Vinewood Commercial
8129 Marcus Residential 15451 Virgil Residential
4588 Marseilles Residential 15300 E, Warren (Bldgs. 101 & 102) Commercial
9343 N, Martindale Residential 64 Watson Commercial
8320 Maxwell Residential 6414 Willette Unimown
8326 Maxwell Residential 4364 Woodhall Residential
4766 McDougell Commercial 11640 Woodmont Residential
2122 Meade Residential 12075 Woodmont Residential
2420 Meade Residential 12136 Woodmont Residentia}
3697 Medbury Residential 12153 Woodmont Residential
11654 Meyers Residential 11365 Yosemite Residential
8911 Milner Residential 11402 Yosemife Residential
2652 Norman Residential
10002 Nottingham Residential

13-53846-swr__Doc 22]1:3 Fil:i
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SCHEDULE 2

_ City of Detroit, Michigan Brownfields Properties

Name of Site _ Description

Former Detroit Coke Site 7819 West Jefferson Avenue

Belleview Development (Uniroyal) Site | 600 East Jefferson, 43-acre former Uniroyal site located in the East
Riverfront District, bounded by Jefferson Avenue (to the north),
MacArthur Bridge (to the east), Detroit River (to the south) and

. Meldrum Street (to the west),

Riverside Park Site 3085 West Jefferson Avenue. West Grand Boulevard and 24th Street
along the Detroit River.
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EMERGENCY MANAGER
CITY OF DETROIT

ORDER No. 13

FI1ING OF A PETITION UNDER CHAPTER 9
 OF TITLE 11 OF THE UNITED STATES CODE

BY THE AUTHORITY VESTED IN THE EMERGENCY MANAGER
For THE Crry OF DETROIT
PURSUANT TO MICHIGAN’S PUBLIC ACT 436 OF 2012,
KEvYN D. ORR, THE EMERGENCY MANAGER,
1sSUES THE FOLLOWING ORDER:

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

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

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

Pursuant to section 10(1) of PA 436, the EM may “issye to the appropriate local
clected and appaeinted officials and employees, agents, and contractors of the local
government the orders the [EM] considets necessary to accomnplish the purposes of this
act;™ and

Section 18(1) of PA 436 provides that “[i]f, in the judgment of the [EM}, no

reasonable alternative to rectifying the financial emergency of the local government
which is in receivership exists, then the [EM] may recommend 1o the governor and the

13-53846 swr_ Doc 12213 Fled MY 1% ERISHHAAA 686142218 PaussT of 27



state treasurer that the local government be authorized to proceed under chapter 97 of
title 11 of the United States Code (the “Bankruptcy Code™); and

Section 18(1) of PA 436 further provides that “[i]f the governor approves of the
[EM's] recommendation, the goveror shall inform the state treasurer and the emergency
manager in writing of the decision.... Upon receipt of the written approval, the
emergency manager is authorized to proceed under chapter 9 [of the Bankruptcy Code].
This section empowers the local government for which an emergency manager has been
appointed to become a debtor undet [the Bankmptey Code], as required by section 109 of
[the Bankruptey Code), and empowers the emergency manager to act exclusively on the
local government’s behalf in any such case under chapter 9” of the Bankruptcy Code; and

In accordance with section 18 of PA 436, the EM. has recommended to
the Governor of Michigan (the “Governor”) and the Michigan State Treasurer (the “State
Treasurer”) that the City be authorized to proceed under chapter 9 of thé Bankrupicy
Code (the “Recommendation”); and

The Governor has provided the State Treasurer and the EM with his written
approval of the Recommendation, a true and correct copy of ‘which is attached hereto as
Exhibit A, thereby authorizing the City to proceed under chapter 9.

It is hereby ordered that:

1. The City shall file a petition for relief under chapter 9 of the Bankruptey Code
(the “Petition”) in the United States Bankruptcy Court for the Eastern District of
Michigan (the “Bankruptcy Court”).

2. The City’s Corporation Counsel, financial advisors, outside legal advisors and
other officers and employees of the City, as applicable, are hereby authorized and
directed, on behalf of and in the name of the City, to execute and verify the
Petition and related Bankruptey Court filings and perform any and all such acts as
are reasonable, appropriate, advisable, expedient, convenient, proper or necessary
to carty out this Order, as and to the extent directed by the EM or his designee.

. If any component of this Order is declared illegal, unenforceable or ineffective in
a legal or other forum or proceeding such component shall be deemed severable
so that all other components contained in this .Order shall remain valid and °
effective.

4. This Orxder is effective immediately upon the date of execution below.

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

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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6. The EM may modify, rescind, ot replace this Order af any time.

Dated; JFuly 1§, 2013 ' By:: / ﬁ_/rz— .

Kvyn I, Orr
Emerggncy Manager
_ City df Defroit
co:  State of Michigan Department of Treasury
Mayor David Bing
Members of Detroit City Council

3
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- EXHIBIT A

Governor’s Written Approval of Recommendation
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STATE OF MICHIGAN

AICK SNYDER EXECUTIVE OFFICE  BRIAN CALLEY
QOVERNOR LANSING ‘ : i LT, GOVERNCR
VA HAND AND ELECTRONIC DELIVERY July 18, 2013
Kevyn D. Otr
Emergency Manager
Gity of Detroit

Goleman A. Young Municipal Center
2 Woodward Ave., Sulte 1128
Detroit, Ml 48226

Andrew Dillon

State Treasurer

Michigan Department of Treasury
4th Floor Treasury Building

430 W. Allegan Street

Lansing, M| 48992

Re: Authorization to Commence Chapter 9 Bankruptey Proceeding

Dear Mr. Omr and Mr. Dillon,

| have reviewed Mr. Orr's lelter of July 16, 2013, requesting my approval of his-
recommendation to cemmence a bankrupicy proceeding for the City of Detroit under
Chapter § of title 11 of the United States Code. As you know, state law requires that
any such recommendation must first be approved by the Governor before the
emergency manager may take that step. MCL 141.1558, For the reasons discussed
helow, | hereby approve that recommendation and authorize Mr. Orr to make such a

filing. -
Current Financial Emergency

In reviewing Mr. Orr’s letter, his Financial and Operating Plan,.and his reportto
creditors, It is clear that the financial emergency in Detroit cannot be successiully
addressed outside of such a filing, and it is the only reasonabie alternative that Is
available. In other words, the Clty's financial emergency cannot be satisfactorily
rectified in a reasonable perlod of time absent this filing.

| have reached the conclusion that this step Is necessary after a thorough review of all
the available alternatives, and | authorize this hecessary step as & last resort to return
this great City to financial and clvic health for its residents and taxpayers, This decision
comes in the wake of 60 years of decline for the City, a period in which reality was often

GEORGE W, ROMNEY BUILDING # 111 SOUTH CAPITOL AVENUE = LANSING, MICHIGAN 48509
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ignored. | know many will see this as a low point in the City's history. If o, | think it will
also be the foundation of the City's future — & statement 1 cannot make in confidence
absent giving the City a chance for a fresh start, without burdens of debt it gannot hope
1o fully pay. Without this decision, the Clty’s condition would only worsen. With this
decision, we beginto provide a foundation to rebuild and grow Detroit.

Both before and after the appointment of an emergency manager, many.talented
individuals have put enolmaous energy into attempting ta avoid this outcome. | knew
from the outset that it would be difficult o reverse 60 years of decline in which promises
were made that did not reflect the reality of the ability to deliver on those promises. |
yery much hoped those efforts would succeed without resorting to hankrupicy.
Unfortunately, they have not. We must face the fact that the City cannot and is not
paying its debts as they become due, and is insoivent. '

After reading Mr, Orr's letter, the Financial and Operating Plat, and the report fo
creditors, | have come 1o four conclusions.

1. Right now, the City cannot meet its basic obligations fo its citizens,
2. Right now, the City cannot meet its basic obligations to its creditors.

3. The failure of the .Ci’cy to meet its ocbligations to its citizens is the primary cause of its

inability to meet its obligations to its creditors.

4. The only feasible path to ensuring the Gity will be able to meet obligations in the

future s to have a successful restructuring via the hankrupfcy process that recognizes
the fundamental importance of ensuring the City can meet its basic obligations foifs

" citizens.

| will explain how | came to each conclusion.

inability to Meet Obligations to lts Citizens. As Mr. Orr's Financial and Operating
Plan-and the June 14 Creditor Proposal have noted, the scale and depth of Detroit's

problems are unigue, The City's unemployment raie has nearly tripled since 2000 and is.

more than double the national average. Detroit's homicide rate is at the highest level in
nearly 40 years, and it has been named as one of the most dangerous cities in America
for more than 20 ysars. Its cifizens wait an average of 58 minutes for the police to
respongd to their calls, compared to a natlonal average of 11 minutes. Only 8.7% of
cases are solved, compared to a statewide average of 30.5%. The Cliy's police cars,
fire trucks, and ambulances are s0 old that breakdowns make it Impossible to keep Up
the fieet or properly carty out thelr roles. For instance, only a third of the City's
ambulances were in service in the first quarter of 2013. Similarly, approximately 40% of
the Cliy's street lights were not functioning In that quarter and the backlog of complaints
is more than 3,300 long. Having large swaths of largely abandoned structures -
approximately 78,000 — creates additional public safety problems and reduces the
quality of life in the City. Mr. Orr is correct that meeting the obligations the City has fo
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its citizens to provide basic services requires more revenue devoted to services, not
less. ,

inabiiity to Meet Obligations fo lts Creditors. The City has.more than $18 billion in
accrued obligations, A vital point in Mr. Orr's letter is that Detroit tax rates are at their
current legal {imits, and thateven if the City was legally able t© ralse taxes, its residents
cannot afford to pay additional taxes. Detroiters already have a higher tax rate than
anywhere in Michigan, and even with that revenué the City has not been able to keep
up with its basic obligations, both to its citizens and creditors. Detroit simply cannot
ralse enough revenue to meet its current obligations, and that is a situation that is only
projected to get woyse absent a bankruptcy filing. -

Failure to Meet Obligations to Gitizens Croates Failure to Meet Obligations to
Creditors. Mr. Orr's letter and prior report put in stark reality the dramatic impact of the-
City's plummeting population. While many who love Detroit stilt live there, many other
Detroiters atheart could not justify the sacrifice of adequate services. The City's
population has deciined 63% from its peak, including & 28% decline since 2000, That
exodus has brought Detroit to the point that it cannot satisfy promises it made in the
past. A decreasing tax base has made meeting pbligations to creditors impossible. Mr.
Ort is correct when he says the City cannot raise the necessary revenue through tax
increases, and it cannot save the necessaiy revenue through reducing spending on

basic services. Atiempts to do s0 would only decrease the population and tax base
further, making a new round of promises ynfulfiltable.

Only One Feasible path Offers a Way Out. The citizens of Detroit need and deserve

a clear road out of the eycle of ever-decreasing services. The City's creditors, a8 well

as its many dedicated public servants, deseive fo know what promises the City can and
will keep. The only way to do those things is to radically restructure the City and aflow It -
to reinvent itself without the burden of impossible obligations. Despite M. Orr's best
offorts, he has been unable fo reach a restructuring pian with the City’s creditors. |
therefore agres that the only feasible path to & stable and solid Detroit is to file for

pankruptcy protection.

it comes to the City of Detroit. |am reassured to see his prioritization of the needs of
citizens o have improved setvices. [ know we share a concern for the public

employees who gave years of service to the City and now fear for thelr financial future

in retirement, and 1am confident that all of the City's cieditors will be treated fairly In this
process. We all believe that the City's future must aliow it to make the investment it
neads in talent and in infrastructure, all while making only the promises it can keep. Let
us remain in close communication regarding measures Mr, O might take so we can
discuss the possibie impacts that might ocour both within and outside of the City.

The past weeks have re.aﬁirmei:i my confldence that Mr. Ot has the right priorities when
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Coufingencies

2012 PA 436 provides that my approval of the recommendation to commence a Chapter
9 proceeding may place contingencies or such afiling, MCL 141.1 558(1). fam

choosing not to impose any such contingencies today. Federal jaw already contains the
most important contingency —a requirement that the plan be legally executable. 11

USC 943(b)(4).

Conclusion

In cenclusion, 1 find Mr. Orr's Recommendation Letter to be persuasive, especially in

* genjunction with his prior reports taylng out the level of services the City can provide -

‘and its financial ability fo meet its obligations to creditors. [ am also convinced that Mr.
Orr has exercised his best efforts to arrive at a restructuring plan with the Gity's
creditors outside of bankrupicy, to no availl. Given these facts, the only feasible path to
sustainability for the Gity of Detroit is a filing under chapter 9 of the bankruptcy code.
Therefore, | hereby approve Mr. Orr's recommendation and authorize the emergency
manager to make such 2 filing on behaff of the City of Detroit and to take all actions that

are necessary and appropriate toward that end.

Sincerely,

Richard D. Shyder
Governor

State of Michigan
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STATE OF MICHIGAN
IN THE CIRCUIT COURT FOR THR COUNTY OF INGHAM

' GRACIE WEBSTER and
VERONICA THOMAS,

' Plaintiffs,

v8 | Case No. IBH’{Sﬁ[’“C%

Hon,
THE STATE OF MICEIGAN; L agd m>7/
RICHARD SNYDER, as Governor
of the State of Michigan; and
ANDY DILLON, as Treasuret of
the State of Michigan,

Defendants.

P
JOEN R, CANZANO (P30417)
McKNIGHT, McCLOW, CAN ZANO,
SMITH & RADTKE, P.C. '
Attorneys for Plaintiffs _

400 Galleria Officentre, Suite 117
Southfield, MI 48034

248-354-9650

jcanzano@michworklaw.com

-

TION FOR DECLARATORY JUDGMENT

© MOTION FOR DECLARAL GBS Bor
~ AND EXPEDITED HEARING PURSUANT TO MCR 2.605(D).
ORIN THE ALT ERNATIVE FOR PRELIMINARY INJUNCTION.

For the reasons stated in the atta_chea brief, Plaintiffs request that this Court order an
expedited hearing and grant a declaratory judgment and pemanent' injunction, or, in the -
alternative, a prelirinary injunction in their favor.

Respecifully submifted,

400.GalK f

Qouthfield, MI 48034
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STATE OF MICHIGAN ,
IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

GRACIE WEBSTER and
VERONICA THOMAS,
( Plaintiffs,
vs | _ | CaseNo. |3~73Y <%
Hon.  cpanany
THE STATE OF MICHIGAN;
RICHARD SNYDER, as Governor

of the State of Michigan; and
ANDY DILLON, as Treasurer o¥
the State of Michigan,

Defendants.

JOHN R. CANZANO (P30417)
McENIGHT, McCLOW, CANZANO,
SMITH & RADTKE, P.C.
Attorneys for Plaintiffs

400 Galleria Officentre, Suite 117
Southficld, MI 48034

248-354-9650 ‘
joanzano@michworklaw.cotm

BRIEE IN SUPPORT OF MOTION FOR
PECLARATORY JUDGMENT AND EXPEDITED

HEARING PURSUANT TO MCR 2.605(D), OR
IN THE ALTERNATIVE FOR PRELIMINARY INJUNCTION.

Act,” 2012 PA 436, MCL 141,1541 ef seq. (‘PA 43 6*) is unconstitutional in violation of Article -
" IX Section 24 of the Michigan Constitution, which expressly protects vested pension tights by
requiring that “[tJhe acciued financial benefits of each pension plan and retitement system. of the

stafe and its political subdivisions . . shall not be diminished or impaired ., ” *
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Pursuant to MCR 2.605(D), “[tlhe cout may order a speedy hearing of an action for
declaratory relief and may advanee it on the calendar” in appropriate cases. This is such a case.
Plaintiffs, a City of Dm;,troit pensioner who retired 13 years ago, and a City of Detroit employee
with 17 years of acctued vested service, are facing an imminent threat that their vested pension
rights will be irrepérably and permanéntl'y diminished and impaired in a Chapter 9 bankruptey
proceeding authorized by PA 436, in direct violation of Asticle IX Section 24 of the Michipan

© Constitotion, In the alternative, Plaintiffs are seeking a preﬁﬁﬁnaljr injuriction enjoining
Defendant Gévemor Snyder aﬁd Defendant State Treasurer Dillon from authorizing a Chaptet 9
baMptcy under PA 436,

. FACTS

Plaintiffs incorpofate herein the facts stated in the Verified Complaint, This case presents
essentially a pure question of law. The pertinent facts ate not in dispute.

Kevyn Orr currently serves as ~the Emergency Manager qf the City of Detroit under PA
436. Under Section 18 of PA 436, Defendant Governor Snyder is empowered to apthorize O o
file for Chapter 9 bankruptcy on behalf of the City if the Governor approves the Emergency
Manager’s récommendation to do s0. o '

On June 14, 2013, Emergency Manager O issﬁed a “Proposal for Creditors” which
expressly states that thope must be significant cufs in aca}’lwd,lvesfed pension amounts for
both active wnd currently refived persons, » The same day, Emergency Managet Orr publicly -
threateneci, in an interview with the Deiroit Free Press Editorial Board, that vested penéion
benefits will not be protected in a Chapter 9 probeeding auéhorizad by the Governor pursuant 10
PA 436, and that any state laws protecting vested p.ension benefits will “not . . . protect” retirees

in bankruptey court. As the Emergency Manager stated in the interview:
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Q. You said in this repoxt that you don’t believe there is an obligation vnder
our state constitution to pay pensions if the city can’t afford it?

A. The reason we said it that way is to quantify the bankrupicy guestion. We
think federal supremacy trumps state law. '

Q. Which the Ninth Circuit agrees with for now.

It is what it is - so we said that in a soft way of saying, “Don’t make us go

into bankruptcy.” If you think your ‘state-vested pension rights, either

as an employee or a retiree - that’s nof going fo protect you. If we

don’t reach an agreement one WAy Or the other, we feel fairly

confident that the state federal law, federalism, will trump state law

or negotiate, The itony of the situation is we might reach a deal with

creditors quicker because employees and reirces think there is some

benefit and that might force our hand. That might force a bankruptcy.

(EmpHasis added.)
LAW

Plaintiffs are entitled to a declaratory judgment that PA 436 is unconstitutional in
violation of Article IX Section 24 of the Michigan Constitution, because PA 436 perniits accrued
pension benefits to be diminished or impaired in direct contravention of the Constitution. Article
IX Section 24 provides that “[t]he accrued financial benefits of each pension plan and retirement
system of the state and ifs political sitbdivisions shall be a contractual obligation thereof whicls
shall not be diminished or impaired thereby.” There could not be a more clear and plain
constitutionat mandate, Article IX Section 24 means what it says: accrued pension beneflis
“shall not be diminished or impaired.” See, AFT Michigan v State of Michigan; 297 Mich App
507, 610; 825 NW2d 595 (2012); M Clemens Firefighiters Union, Local 838, TAFF v City of Mt
Clemens, 58 Mich App 635, 644; 228 NW2d 500 (1975). The Official Record of the 1963
Constitutional Convention further supports that no governmental entity or its officials can do

anything to diminish or impair vested pension benefits:

This is a new section that requires that acerued financial benefits of each pension
plan and setirement system of the siate and its political subdivisions be a

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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contractual obligation which cannot diminished or tmpaired by the action of its
officials or governing body.

2 Ofﬁcial Record, Constifutional Convanﬁ;m 196~1 , p. 3402 (emphasis added).

Chapter 9 of the U.S, Bankruptey Code, 11 USC §§901 ef seq., provides a process by
which a municipality mey file for bankruptey. However, because of federalism concens and to
protect the states” sovereignty, Chapter 9 prohibits a municipality from filing for bankruptcy

~ unless “chciﬁcaHy authorized, in its capacity as a municipality or by pame, fo be a debtor under
such chapter by State law, or by a governmental officer or organization emp DWered‘by State law
to authorize such entity to be a debtor under such chapter.” 11 USC §109(c)(2). Indeed, many
states simply do not authorizc their municipalities to file for bankruptcy af all. Absent such
authorization, federal bankruptcy courts have no Jutmdmtmn under Chapter 9 over a mwﬁcipality ,

" as a debtor. See Asiifon v Cameron County Water District No 1, 298 U8 513;56 8 Ct 892; 80L
Bd 1309 (1936); and Uhited States v Bekins, 304 U8 27; 58 § Ct 811; 82 L Bd 1137 (1938).

Section 18 of PA 436 authorizes & municipality to commence Chapter 3 bankruptcy
proceedings if the emergency managet appointed wnder PA 436 recommends, and the Governor.
authorizes, that the municipality file for bankrupicy under Chapter 9, | |

Notably, PA. 436 explicitly recognizes- that accrued pension besefits shall not be
diminished ot 1mpaned outside the banlauptcy context. But PA 436 nowhere requites that the
Governor shall not authorize a Chapter 9 bankeuptey filing if accrued pension benefits may be
diminished or impaired thereby in violation of Article IX Section 24, For exantple, Section 11 of
PA 436 requires that an emergency managet develop a written financial and operating plan for
the local government and that such plan “shall provide™ for “the timely deposit of required
payments to the pension fund for the local govemment " For example, Scction 13 of PA 436

authorizes the emergency manager 1o eliminate the salary, wages or other compensation and
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benefits of the chief administrative officer and members of the governing body of the local
government, but expressly provides that “tt]his section does lhot authorize the impairment of
vested pension benefits.” For example, Section 12(m} of PA 436 authorizes an emergency
manager under certain circumstances to be appointed as the sole frustee of a local petision board
and to replace the existing frustees, and requires that “the emergency manager shall fully comply
with . . . Section 24 of Article IX of the state constitution . . . when acting aé the sole trustee.
| By contrast, Section. 18 of ?A 436, which empowers the Governor to authorize a
municipality to file for bankruptey under Chapter 9, nowhere requires that the Governor shail not
authorize such filing if accrued pension benefits may be unconstitutionally diminished or
impaired.' Clcaﬂy, the Legislature understood and honored the constitutional méndatc not to
diminish or impair acorued pension benefifs oufside of banﬁ:iuptcy. Just as clealy, the
Legislature omitted any constitutional protection against the impéimcnt or diminishment of
accrued pt;nsion benefits when the Governor authorizes & Chapter 9 bankmptey filing under
Section 18 of PA 436. Tn other words, by expressly ineluding the protection of Article IX
Section 24 in various sections of' the law, but not Section 18, PA 436 plainly excludes those
protections fiom Section i&l Accordingly, PA 436 is unconstitutional on its face because it
does not prohibit a-municipality from proceeding under Cﬁapter 9-if acerued pension benefits
may be unconstitutionally diminished or impaired, in violat*}on of Article IX Section 24 of the
Michigan Constitution. '
Plainﬁffé are entitled to a declaratory judgment that PA 436 isunconstitutional under

Article IX Section 24 of the Michigan Constitution because PA 436 does not prohibit the

! This conclusion is supported by the traditional maxim “expressio unius est exclusio

. alferius” (to express one thing is to exclude another). See, e.g., Smiffer v Thornapple Twp,
Mich , 2013 Mich Lexis 912, #19, n 34 (June 19, 2013); Johnson v Recca, 492 Mich 169,
176, n 4; 821 N'W2d 520 (2012). .
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Govei‘uor from authorizing a Chép’cer 9 bankruptoy filing which threatens to unconstitutionally
diminish or impair the Plaintiffs’ acered pension benefifs.

Plaintiffs’ need for a Declaratory Ifudgment is urgent. The facts show that a request by
the Emergency Manager to proceed under Chapter 9is mmment, because he bas gwen every
indication that he intends to impair or dummsh acerued pension benefits in cordravention of

'tlcie I¥ Section 24 of the Michigan Constitution, Plaimtiff’s’ '1"lghts under the Michigan
Constitution not to have their pensmn benefits “diminished or impaired” can only be guaranteed
if this Court acts befare the Governor appwvcs a request to proceed undet Chapter 9.

This case presents an actual contmversy enttﬂmg Plaintiffs to a decla1ato1y judgment

because fhe facts indicate “an adverse iniexest necessitating the sharpening of the issues raised.”

La;mng Sehool Education Asst v Lansing Bd of Edic, 487 Mich 349, 372 020; 792 NW2d 686
(2010), quoting Associated Builders and Comtractors v Wilbur, 472 hﬁch 117, 126; 693 NW2d
374 (2005). Plaintiffs are entitled to a declaratoty judgment here "to obtain adjudication of rights
before an actual injury occurs [and] to settle a matter before it ripens into a vi olation of the law .
_» Rose v State Farm Mutual Auto Insurance Co, 274 Mich App 291, 294; 732 NW2d 160
(2006). (cmphasi—s sapplied)

This case prescnfs the classic case for'decla}'atory relief, Plaintiffs cannot wéit {o protect
their constitutional sights until after the Governor authorizes a Chapter 9 filing, ‘“Declaratory
celief is designed to give litigants access fo courts to preliminarily determine their rights, ... the
court is not precluded from reaching issues before actual injuries or loses have occursed CHy
of Detroit v State of Michigan, 262 Mich App 542, 550-551; 686 NW2d 514 (2004), citing
Shavers v Aitorney General, 402 Mich 354, 588~539; 267 NW2d 72 (1978) (explaining thet
plaintiff’s request for declaratory relief “does not rely on thé state having a]rf:ady violated the

zoning ordinance [but] rather propexly requests a determination whether the state had the
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auﬂaoﬂty to proceed as planned”). Moreover, the. Emergency Manager is admittedly using the
threat of bankruptcy to force 'vested pensioners and employees to accede to his attempts to
diminish and impair their acorued benefits now. Thus the harm fo Plaintiffs is both imminent
and actual. | |

Under MCR 2.605(D), this Court can and should order a speedy hearing and advance ﬁﬂs
case on the calendar, The need s urgent. See, Longhofer, 3 Michigan C’ourf Rules Practice
§2605,7 at 390, (Speedy hearing ander 2.605(D) “will be done most frequently in actions
invdlving clear-cnt legal issues of public importance, with no factual issues to be tried”). See
also, Kuhn'v Department of Treasury, 384 Mich 378, 386-387; 183 NW24 796 (1971) (“moving
party is entitled to an expeditious disposition by the couats so that the right . .. guaranteed by the
constitution is not jeopardized”); State Farm v Savickas, 1998 Mich App Lexis 984 (1998) (trial
court accelerated trial and entered judgment, as authorized By MCR 2.605(D)). |

1n, 4he alternative, Plaintiffs are entitled to a preliminary injunction, In deciding whether
o issﬁe a prelirninary injﬁnc;.tion, the court must weigh the following factors:

Whether (1) the moving i)alty made fa] required éemonstration of irreparable |

harm, (2) the harm to the applicant absent such an Injunction outweighs the harm

st would cause to the adverse paity, (3) the moving party showed that it is likely to
prevail on the merits, and (4) there will be harm to the public interest if an
injunction is not issued.’ - :

First, Plaintiffs V\;iﬂ be irreparably harmed if the Governor authorizes a Chapter 9 filing in
which the Emergency Manager has stated he intends to diminish or impair vested pension
benefits in violation of Axticle IX Set;‘.tion 24. Because bapkruptey may foreclose further options
or financial relief, this is ‘not a case where moncj damages could remedy the constitutional
impairment of Plaiﬁﬁﬂ‘ s pension vights. Second, the Governor and Treasurer will not suffer any

harm if they are enjoined from authorizing a Chapter 9 bankruptoy that would violate the

Constitution's protection fot Detroit's vested pensioners and enaployees. “[I}f the plaintiff shows
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a substantisl likelihood that the chailenged law is unconstitutional, no substantial harm fo others
can be said fo inhere its enjoinment.” DéEd vu of Nashville v Metro Gov't of Nashville and
Davidson City, 274 F3d 377, 400 (CAS6, 2001). Third, for all the reasons stated above in support
of a declarafory judgment, Plaintiffs are likely to succeed on the merits. Fourth, the public
interest will be saved by upholding the Constifation's protecfidn for thousands of long term City
of Detroit retirees.

CONCLUSION

Plaintiffs respectfully request that this Court grant a declaratory judgment and permanent
injunction and/or preliminary injunction in their faver, as specified in the Verified Complaint.
Respectfully submitted,

MeKNIGHT, McCLOW, CANZANO,

T :
John R./Cahzano (PB0417)
\ .
Q{ttom s fur Plaintiffs
400 Ghlleria Offi€entre, Suite 117

-Southfield, MI 48034
248-354-0650
jeanzano@michworklaw.com

Date: July 3, 2013
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© el 18, 2013 BiO9RM e b6

| STATE OF MICHIGAN
TN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

(RACIE WEBSTER and
VERONICA THOMAS,
Plaintiffs, . | . No, 13-784-CZ
v ' . HON. ROSEMARIE AQUILINA

THE STATE OF MICHIGAN, RICHARD
SNYDER, as Governor of the State of
Michigan, and ANDY DILLON, as Treasurer
of the State of Michigan, ‘

Defendants.
{

John R. Canzano (P30417) ' THomas Quasarano (P27982)
MoRnight, McClow, Canzaxo, Smith & Radtke, Prian Devlin (P34685)

P.C. Assistant Attorneys General
‘Attorney for Plaintiffs : Attorney for Defendants
400 Galleria Officentrs, Suife 117 P.0. Box 30764

Southfield, M1 48034 Lansing, MI 48909

(248) 354-9650 (517) 378-1162 |
jcanza,r_a_g@michworklaw.wm guaaaraggt_@michigan.goy

devlinb@michigan.gov

ORDER DENYING DEFENDANTS' REQUEST FOR STAY

At a peasiol of the Cincuit Court
- hefore .
UTLINA

Defendants having requested & Stay of Plaintiffis fequest for Preliminary

Injunction and at the Show Cause Hearing having been held on July /€ , 2013;

1
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o 18, 2013 5:09PM - : No. 3437 P 7

| IT IS HEREBY ORDERED, for the reasons stated on the record, that :
/Q Rbek To &Rt F‘%))ZC@MC:W@J‘* ORPER (FJ‘?WJM Pbd”’MﬁFFQ

Defendants' Request for a Sta) of-thry—emmghappea}ﬁ-&efge
MDD ‘T{ma{) v PRELs VLUU};ER Y e WC 11O PO ﬁfi'Eﬁ EELLIEE m“ X BED

//U THE ORDER (S PEMIED, i

iT 15 SO ORDERED e 81070

COURT OF CLAIMS JUDGE

2
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STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

P.0. Box 30212
LANSING, MICHIGAN 48909

BILL SCHUETTE
ATTORNEY GENERAL

July 19, 2013

Ms. Kimberly S. Hauser
Michigan Court of Appeals
Hall of Justice

925 W. Ottawa St.

P.O. Box 30022

Lansing, MI 48909-7522

Re:  Webster v Snyder, Ingham County Circuit Court No. 13-734-CZ, COA
Docket Nos 317286, 317292; Flowers v Snyder, Ingham County Circuit
Court No. 13-729-CZ, COA Docket No. 317285; The General
Retirement System of the City of Detroit v Orr, Ingham County Circuit
Court No. 13-768-CZ, COA Docket No. 317284,

Dear Clerk Hauser:

As the Court is aware from our filings on behalf of Governor Snyder,
Emergency Manager Orr, Treasurer Dillon, and the State of Michigan earlier today,
Judge Aquilina of the Ingham County Circuit Court issued temporary-restraining
and preliminary-injunction orders yesterday after the Governor had already
authorized and Emergency Manager Orr had already filed a Chapter 9 bankruptcy
petition on behalf of the City of Detroit. In our three applications for leave to
appeal and accompanying motions, we ask the Court to stay the effect of the orders
and stay all further trial-court proceedings.

A short time ago, Judge Aquilina concluded additional proceedings in these
matters. In Webster v Snyder, Judge Aquilina entered final judgment on plaintiffs’
claim for declaratory relief, denied the State’s motions for summary disposition and
for stay, and directed that her orders be transmitted directly to the President of the
United States. In Flowers v Snyder, Judge Aquilina amended her previously issued
preliminary injunction, and denied the State’s motions for summary dispoesition and
again denied motions for stay. '

These are extraordinary actions, because Judge Aquilina has no legal basis to
enter orders of any kind. As explained in the application for leave filed in The
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General Retirement System of the City of Detroit v Orr, there is an automatic stay in
place by virtue of the bankruptcy filing. In addition, Judge Aquilina did not even
consider the factors for injunctive relief. And plaintiffs cannot show a likelihood of
success on the merits (their claims are not yet ripe and can be litigated fully in the
bankruptcy court), there is no danger of irreparable harm (for the same reasons),
the harm to defendants’ executive branch power outweighs any potential harm to
plaintiffs (since they can litigate all of their claims in the bankruptcy court), and the
harm to the public 1s immense.

These proceedings could not be more high stakes. The City of Detroit is in
the most desperate financial straits, with estimated debt of $18 to $20 billion,
roughly $24,000 per City resident. If Detroit were a state, its debt load would
exceed that of 43 other states. And due to the City of Detroit’s unsustainable debt
load, the City has lost the ability to provide even the most basic services to its
residents. Citizens wait an average of 58 minutes for the police to respond to their
calls. Only 8.7% of criminal cases are solved. In the first quarter of 2013, 40% of
the City’s street lights were not functioning, and only one-third of the City’s
ambulances were in service. The bankruptcy is essential to Detroit being able to
serve the basic health and safety needs of its citizens.

Enclosed is the final judgment in the Webster case, as well as all other orders
entered today by the trial court in these cases, and accompanying motion for
emergency consideration and consolidation. Defendants seek an immediate stay of
all trial court orders in these cases, and a stay of all further trial court proceedings.
I am available 24-7 at 517.898.5986 if the Court would like to conduct a telephonic
hearing, or requires any additional information.

Sincerely,

/sidohn J. Bursch

Mic}ﬁgan Solicitor General
Solicitor General Bureau

[Writer/typist initials]
[Enclosure or Enclosures or Enc. or Enc. ()]

ce: [Name]

[Tracer Line]
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STATE OF MICHIGAN

IN THE 30™ CIRCUIT COURT FOR THE COUNTY OF INGHAM

FLowerlds ey Al

2

Plainiff, | ORDER
v : HON, ROSEMARIE E. AQUILINA
RICK sKYDER, eT AL ' DotketNe: 13- 729-CZ
Defendant.

~ At a session of said Court in the City

of Lansing, Coupty of Ingham, State of Michigan,
this 22 day of

PRESENT: The Honorable Rosemarig’E. Aquilina
30™ Judicial Circuit Court Judge

Upon review of mation, and a hearing being held in open court, and argument having
been heard, and being fully apprised of the issues, states the following:
IT 1S ORDERED that ﬁg%g—gr”bA“TS! MOTICN To STAY PEVbrLY
AP?ERL T'ﬁ’é*lcwz:rs ORTVER GRANTING fL,AzMT/F—rsf
MO ToN FPR. PRELIN/BALY THTOETEEN AND THE DEDER
OF PecLmmiel ZAToNC TN 15 DEMED FREHE
PeEhAsors STATED FEOM THE BENCH

IT IS SO ORDERED.

Circuit Court I udge

Approved as to form:

Plaintiff / Plaintiff’s Attorney Defendant / Defendant’s Aftorney
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STATE OF MICHIGAN

IN THE 30™ CIRCUIT COURT FOR THE COUNTY OF INGHAM

Flowers et s

A

Plaintiff, ORDER

v . ' | HON. ROSEMARIE E. AQUILINA
Bk sA VDELZ‘, ETAL Pocket No: |5-729-CZ
Defendant.

At a session of said Court in the City
of Lansing, County of Ingham, State of Michigan,

this day of 944 , 201

PRESENT: The Honorable Rosemarie E, Aquilina
30™ Judicial Circuit Court Judge

Upon reviéw of motion, and a hearing being held in open court, and argument having
been heard, and being fully apprised of the issues, states the following:
YT IS ORDERED that _DEFEN DANTS | MOTION ¥2E- SUNMALY
IS PRSITION 16 DEVED FOR THE REASENS STATED
F2om THE BENCH. | |

IT IS SO ORDERED.

Approved as to form:
Plaintiff / Plaintiff’s Attorney Defendant / Defendant’s Attorney
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STATE OF MICHIGAN
- IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

ROBBIE FLOWERS, MICHAEL WELLS,
JANET WHITSON, MARY WASHINGTON and

BRUCE GOLDMAN
Plaintiffs,

Vs, Case No. 13-729-CZ

: - . Hon, Rosemarie Aquilina
RICK SNYDER, as the Governor of the State

of Michigan; ANDY DILLON, as the Treasurer of

the State of Michigan; and the STATE OF MICHIGAN,

Defendants.

William A, Wertheimer (P26275) Thomas Quasarano (P27982)
Attorney for plaintiffs Brian Devlin {P34685)
30515 Timberbrook Lane Assistant Attorneys General
Bingham Farms, MI 48025 PO Box 30754
248-644-9200 Lansing, MI 48909
billwertheimer@gmail.com quasaranot{@michigan.gov

Andrew Nickeloff (P37990)

Marshall J. Widick (P53942)

James A, Britton (P71157)
Atftorneys for plaintiffs

Sachs Waldman

1000 Farmer

Detroit, MI 48226
.313-496-9429

anickelhoff@sachswaldiman.com
mwidick{@sachswaldman.com
jabritton@sachswaldman.com

PRELIMINARY INJUNCTION
At a session of the Court, held in the City of Lansing,

County of I%e of Michigan
on léf 7, |

=

" PRESENT: Hon. Rosemarie E. Aquilina
CIRCUIT COURT JUDGE
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This matter having‘ come before the Court on Plaintiffs’ Amended Verified
Complaint and Motion for a Preliminary Iujunctiop; the Court being fully advised in the
premises; Plaintiffs having shown a likelihood of success on the metits of the claims in
Plaintiffs’ Complaint; Plaintiffs having adequately shown that a failure to immediately
issue a Preliminary Injunction will cause irreparable injury {o Plaintiffs by permitting the
Governor and the State Treasurer (“Defendants™) to authorize or otherwfse proceed with
Chapter 9 b;amkmptcy pétition on behalf of the City of Detroit, or to aid in such a
proceeding, wﬁerein Plaintiffs’ accrued financial benefits will be impaited; and the Court
being otherwise fully informed in the premises and finding good cause:

IT IS HEREBY ORDERED that Plaintiffs’ Motion is granted;

IT IS FURTﬂER ORDERED that Defendants are immediately and preliminarily
enjoined and testrained from taking any action as to the authorization of a Chapter 9
bankruptéy proceeding for the City of Detroit and/or the filing of a Chapter 9 bankruptcy
petition, or any action. in aid and assistance as to the same;.

IT IS FURTHER ORDERED that this preliminary injunction shall remain in full

force and effect unti] further order of the Court.

ITIS SO ORDERED.
g “
CIRCUIT COURT JUDG ’p
. » ) Pacio
DATE: ’
TIME: R
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STATE OF MICHIGAN

IN THE 30™ CIRCUIT COURT FOR THE COUNTY OF INGHAM

WEBSTER, ET AL

Plaintiff, ORDER

v - HON. ROSEMARIE E, AQUILINA
E ICE 5'\’“{03727 ETA_ Docket No: /5"73‘2"d2_

Defendant,

At a session of said Court in the City-
of Lansing, County of Inghamn, State of Michigan,
this 2 ? day of ¢ , 201

PRESENT: The Honorable Roscmarie E. Aquilina
30" Judicfal Circuit Couri Judge

Upon review of motion, and a hearing being held in open court, and argument having

been heard, and being fully apprised of the issues, states the following;
IT IS ORDERED that DEFEN DA#ITS MO TICH FOR. S¢MMARY

DIS PoS(TION 1S TENMIED FER THE KERSNS S7ATED
FEeM THE Bellct | |

IT IS SO ORDERED.

Circuit Court Judge

Approved as to form:

Plaintiff / Plaintiff’s Attorney Defendant / Defendant’s Attorney
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STATE OF MICHIGAN

IN THE 30™ CIRCUIT COURT FOR THE COUNTY OF INGHAM

WEBSTER, 5T AL ,
 Plaintiff, ORDER
v | ' HON. ROSEMARIEE. AQUILI&A
RICK SWYbER, ETAL. , DocketNo:_/ 3— 734 -2
Defendant. | |

- At a session of said Court in the City
of Lansing, Coynty of In tate of Michigan,
this day o 201

PRESENT: The Honorable Rosematie E. Aquilina
30™ Judicial Cirenit Court Judge

Upon review of motion, and a hearing being held in open court, and argument having

been heard, and being fully apprised of the issues, states the following:

IT IS ORDERED that [PEFENMAATE moniov 7o s7a, PEMDIAG,
APPERL, THE ERFOECEMENT OF THE Cod2T'S RIPLER-
GRANTING FLANTTIEES! oTIeW) FBE. DECLARATORY
TUDANEU]” Y FHE DREER. OF DELALATORY TUIGMEH]
£ TEMIED FPE. THE B EASHS SIATED 7200 THE
PEAH .

IT IS SO ORDERED,

Hon. Rosemarie E. Aquilina (P
Circuit Court Judge

Approved as to form:

Plaintiff / Plaintiff’s Attorney Defendant / Defendant’s Attorney
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STATE OF MICHIGAN
IN.-THE CIRCUIT COURT FOR THE COUNTY OF INGHAM .

GRACIE WEBSTER and
VERONICA THOMAS,

Plaintiffs,

Vs ‘ Case No. 13-734-CZ
" Hon. Rosemarie Aquilina
THE STATE OF MICHIGAN,;
RICHARD SNYDER, as Governor
of the State of Michipan; and
ANDY DILLON, as Treasurer of
the State of Michigan,

Defendants,

ORDER OF DECLARATORY JUDGMENT

At a session of said Court held in Ingham County Circuit Court,

State O:A? 4 slﬁdayoﬂul , 2013,
PRESENE;, <#%, | K

Plaintiffs request deciaratory. relief pursuwant o MCR 2.605 conceming (1) the

cqnstitutionaiity under Article IX Section 24 of the Michigan -Constitution of the Local Financial
Stability aud‘ Choice Act, 2012 PA 436, MCL. 141.1541, ef seq. ("PA 436"); insofar as PA 436
per-mits the Governor to authorize an emcrgencj' manager to proceed under chapter 9 of the
bankruptcy code, chapter 9 of title 11 of the United States Code, 29 USC 901 to 946 (“Chapter

9} in a manner which threateps to diminish or impair accrued pension benefits; and (2) the

/
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authority of the Governor and/or State Treasurer to authotize an emergency manager to proceed
under Chapter 9 in a manner which threatens to diminish or impair accrued pension benefits.
Plaintiffs have requesteﬂ, and Defendants have agreed in their Resporise, that the hearing
in this matter may be advanced pursvant to MCR 2.605(D) and the court finds that expedited
treatment is appropriate and that final declaratory retief is proper at this time,
The Court having reviewed the parties filings and submissions, and having heard oral
- argument by counéel for the parties, and being otherwise fully advised in the premises, and for

the reasons stated on the record,

iT IS HEREBY ORDERED:

PA 436 is unconstitutional and in violation of Arficle IX Section 24 of the M£chigan |
Constitution to the extent that it permits the Governor to authorize an emergency manager to
proceed under Chapter 9 in any manner which threatens to diminish or impair accroed pensioﬁ
benefits; and PA 436 is to that extent of no force or effect;

The Governor is prohibited by Article IX Section 24 of the Michigan Constitution from
authorizing an emergency manager under PA 436 to proceed under Chapter Qina maﬁner which
threatens to diminish or impair accrued pension benefits, énd any such action by the Governor is
without authority and in violation of Article IX {;?-ection 24 of the Michigan Constitution,

On July 16, 2013, City of Detroit Emergency Manager Kevyﬁ Oir submitted a
recommendation to Defendant Governor Snyder and Defeﬁdant Treasurer Dillon pursvant to
.Section 18(1) of PA 436 to proceed under Chapter 9, which together with the facts presented in -
Plaintiffs’ filings, reflect that Emérgency Manager Orr intended to diminish or impair accrued

pension benefits if he were authotized to proceed under Chapter 9. On July 18, 2013, Defendant

13-53846-swr Doc 1221-4 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 10 of 14



RECEIVED by Michigan Court of Appeals 7/19/2013 2:29:26 PM

- 13-53846-swr

Governor Swyder approved the Emergency Managet's recommendatmn without placing any

. contingencies on & Chapter 9 filing by the Emergency Manager, and the Emergency Manager

filed a Chapter 9 petition shortiy thereafter.. By antborlzmg the Emerpency Manager to proceed :

under Chapter 3 o diminish or impair accrued pensmn benefits, Defendant Snyder acted thhout

anthority

Constmmon

In order to rectlfy his unauthonzed and unconstltutxonal actions described above the

Governor must (1) direét the Emergency Manager -0 jmmediately withdraw the Chapter 9

petition filed on July 18, and (2) not authorize any fu:ther Chapter 9 filing which threatens to

 diminish or impair acerued pension benefits.
R Drctor shall MW’VW

under Michigan iaw and In violation of Artlcle X Sectlon 24 of the Mmhlgan

Doc 1221-4 Filed‘10/1I7/13 Entered 10/17/13 14:22:01 Page 11 of 14
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STATE OF MICHIGAN
IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

THE GENERAL RETIREMENT SYSTEM
OR THE CITY.OF DETROIT, and THE. , —

POLICE AND FIRE RETIREMENT
SYSTEM OF THE CITY OF DETROIT,

Plaintiffs, '
' Case No. 13-768-CZ

= Hon. Rosemarie E. Aquilina
KEVYN D. ORR, in his official capacity as the
EMERGENCY MANAGER OF THE CITY OF
DETROIT, and RICHARD SNYDER, in his
official capacity as the GOVERNOR OF THE
STATE OF MICHIGAN,

Defendants,

Ronald A. King (P45088)
Aaron O, Matthews (PG4744)
Michael J. Pattwell (P72419)
Crark HiLL PLC _
212 East Grand River Avenue
Lansing, Michigan 48906
(517)318-3100

Attorneys for Plaintiffs

AMENDED TEMPORARY RESTRAINING ORDER

At a.session of said Court, held in the City of
Lansing, County of Ingham, State of Michigan
on, / ? “wmly

PRESENT: HON.
CIRCUIT COURT JUDGE

This matter having come before the Courl on Plaintiffs” Complaint with verification and.
Ex-Parte Motion for a Temporary Restraining Order and oral ex-parfe motion for amendment to

the Temporary Restraining Ordet entered by the Court on July 18, 2013; the Court being fully

DZ16278.1 148937161046
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advised in the premises; Plaintiffs having shown a likelihood of success on the merits of the
claims in Plaintiffs’ Complaint; Plainfiffs having adequately shown that a failure to imimediately
issue a Temporary Restraining Order will cause irreparable injury to Plaintiffs by perniitting the
Governor and the Eniergency Manager (“Defendants™) to authorize and file a Chapter 9
bankruptcy pefition, plan of adjustment, and/or other bankrupfey filings whereby Plaintiffs’
accrued financial benefits may be impaired; and the Cowrt being otherwise fully informed in the
premises and finding good cause:

IT IS HEREBY ORDERED that Plaintiffs’ Motion is granted;

and their agents and repreﬁen+a.-}-( vas

IT IS FURTHER ORDERED that Defendants¥are immediately and temporatily enjoined
and rcstrained from taking any further action that may: (i) cause or further the acerued financial
benefits of the Retirement Syétems or their _participants from in any way being diminished or
impaired as rnandate-d by Aﬂicle I¥X, section 24, of the Michigan Constitution; or (ii) othc;wise
abrogates Article IX, section 24, of the Michigan Constitution;

and their agents and represenatives

IT IS FURTHER ORDERED that Dcfendants{are immediately and temporarily enjoined
and restrained from filing with the United States Bankruptey Cowt a plan of adjustment or any
other filing pursuant to Chapter 9 of the United States bankruptey code which seeks lo impair or
diminish the accrued financial benefits of the Retirement Systems or théir participant's;v

IT IS FURTHER ORDERED that the Court shall hold & hearing on July 22, 2013 at 3:00
a;ln. whereby Defendants shall show cause why a Preliminary Injfunction shail not issue; and _

IT IS FURTHER ORDERED that this temporary restvaining order shall remain in full

force and effect unﬁlQQﬁu@o 2013 at 5:00 p.m.

IT IS SO ORDERED.
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STATE OF MICHIGAN
IN THE COURT OF APPEALS

GRACIE WEBSTER and
VERONICA THOMAS,

Plaintiffs-Appellees, - Docket No.

Case No. 13-734-CZ

v Hon. Rosemarie Aquilina
RICK SNYDER, as the Governor of the This appeal involves a ruling
State of Michigan, ANDY DILLON, as the prohibiting State governmental
Treasurer of the State of Michigan, and the action. Emergency relief
STATE OF MICHIGAN, requested under MCR 7.205(E).

Defendants-Appellants,

ACTION REQUIRED BY THE END OF BUSINESS FRIDAY, JULY 19, 2013

DEFENDANTS RICKY SNYDER, AND DILLON, AND THE STATE OF
MICHIGANS’ EMERGENCY APPLICATION FOR LEAVE TO APPEAL

Bill Schuette
Attorney General

John J. Bursch (P57679)
Solicitor General
Counsel of Record

Matthew Schneider (P62190)
Chief Legal Counsel

Margaret A. Nelson (P30342)
Heather S. Meingast (P55439)
Assistant Attorneys General
Attorneys for Defendants—AppeHants
P.O. Box 30754
Lansing, MI 48909

Dated: July 19, 2013. (517) 373-1162
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STATEMENT OF QUESTION PRESENTED

1. Whether the trial court abused its discretion by preliminarily enjoining
Defendants from taking “any action in aid and assistance” of the City
of Detroit’s Chapter 9 bankruptcy proceeding, where the filing of the
petition rendered Plaintaffs’ claim moot, and where Plaintiffs failed to
satisfy the requirements for issuance of an injunction.

Appellants’ answer: Yes.
Appellees’ answer: No.
Trial court’s answer: No.

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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STATEMENT OF JURISDICTION

Defendants Governor Rick Snyder, Treasurer Andy Dillon, and the State of
Michigan seek leave to appeal a July 18, 2013 temporary restraining order issued
by Ingham County Circuit Court Judge Rosemarie Aquilina that enjoins Defendants
from taking any actions that would threaten Plaintiffs’ city pensions in relation to
the City of Detroit’s bankruptcy proceeding. (Exhibit 1.)

This Court has jurisdiction to grant leave to appeal under MCR 7.202(6)(a)

and MCR 7.203(B)(1), and the application was timely filed under MCR 7.205(A)(1).

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM

INTRODUCTION

At 4:06 p.m. on July 18, 2013, the Governor and the Emergency Manager for

‘the City of Detroit gave the City a chance at a fresh start by filing a petition to

initiate Chapter 9 bankruptcy proceedings in federal court. The petition is the
culmination of weeks and months of careful review of the City’s astonishingly poor
financial condition, estimated to include $18-$20 billion in debt, more than 43 other
states. The filing repres’ent;,s the City’s only option for solving its longstanding fiscal
crises, and it will require sacrifice.

But just minutes later, at 4:25 p.m., the trial court issued a temporary
restraining order (TRO) enjoining the Governor, the Treasurer, and the State from
Defendants from taking any actions that would aid the City of Detroit’s Chapter 9
bankruptey proceeding. (Exhibit 1.) This injunction is unlawful for a number of
reasons.

First, Plaintiffs’ complaint and request for relief, which seek to declare the
Local Financial Stability and Choice Act (Act), MCL 141.1541, et seq.
unconstitutional and prohibit the Governor from authorizing the City to proceed
under Chapter 9, is now moot. The Govérnor has authorized the bankruptey
proceeding and the petition has been filed. Neither the Governc;r, nor the other
Defendants, have any further role with respect to the bankruptcy proceeding.

Second, Plaintiffs failed to satisfy any of the factors for granting injunctive
relief. In particular, Plaintiffs have no likelihood of success on the merits of their
claims where they lack standing, their claim is not ripe, and their facial

constitutional challenge to the Act fails as a matter of law. And Plaintiffs failed to

2
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show any irreparable harm since it is entirely speculative at this time regarding
whether Plaintiffs’ pensions benefits will be diminished or impaired in bankruptcy.
Defendants respectfully request that this Court grant leave to appeal,
dissolve the TRO., and stay all proceedings in the trial court in this and two
companion cases, so that the ]jetroit bankruptcy may proceed and Plaintiffs’ merits

claims may be litigated in the proper forum—bankruptey court.

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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STATEMENT OF FACTS AND PROCEEDINGS BELOW

Plaintiffs, as beneficiaries of the City of Detroit’s pension system, brolught a
facial constitutional challenge to the Act asserting that it is unconstitutional
because it permits the Governor to authorize a proceeding in Chapter 9 bankruptcy,
allegedly in violation of article 9, § 24 of the 1963 Constitution.! They seek a
declaratory judgment that the Act “is unconstitutional and in violation of [art 9, §
24] of the Michigan Constitution because [the Act] permits accrued pension benefits
to bé diminished or impaired by bankruptcy proceedings in direct contravention of
the Constitution.” (Exhibit 2, Complaint, § 1.) Plaintiffs moved for an expedited
hearing on their request for declaratory relief, or requested in the alternative a
preliminary injunction enjoining the Governor from authorizing a bankruptcy
proceeding under the Act.

Section 18(1), MCL 141.1558(1), of the Act provides:

If, in the judgment of the emergency manager, no reasonable
alternative to rectifying the financial emergency of the local
government which 1s in receivership exists, then the emergency
manager may recommend to the governor and the state treasurer that
the local government be authorized to proceed under chapter 9. If the
governor approves of the recommendation, the governor shall inform
the state treasurer and the emergency manager in writing of the
decision, with a copy to the superintendent of public instruction if the
local government is a school district. The governor may place
contingencies on a local government in order to proceed under chapter

9.

! Article 9, § 24 of the 1963 Constitution provides, in part: “The accrued financial
benefits of each pension plan and retirement system of the state and its political
subdivisions shall be a contractual obligation thereof which shall not be diminished
or impaired thereby.”

4
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Plaintiffs allege they afe entitled to declaratory relief and a final judgment
that the Act is unconstitutional because the Act does not prohibit the Governor from
authorizing a Chapter 9 bankruptcy, which threatens to diminish or impair
Plaintiffs’ accrued pension benefits contrary to art 9, ‘§ 24. (Exhibit 2, Compl'aint,
926.) Plaintiffs request relief and ask the trial court to intxude on the Governof’s
authority to authorize a bankruptcy proceeding; and that the City’s pension funds
might be detrimentally affected during a Chapter 9 proceeding in federal
bankruptcy court. (Exhibit 2, Complaint, 427 and 28.) The trial court scheduled a
hearing on Plaintiffs’ motion for an expedited declaratory judgment on J uly 22,
2013.

But on July 16, 2013, the Emergency Manager for the City récommended to
the Governor that the City be authorized to proceed under Chapter 9 of Title 11 to
the United States Code, as permitted by section 18(1) of the Act. (Exhibit 3,
Governor Letter.) And late in the déy on July 18, 2013, the Governor approved the
recommendation and authorized the Emergency Manager to proceed on behalf of
the City in bankruptcy. Id.

At 4:06 p.m. the Emergency Manager filed the City's petition with the United
States Bankruptcy Court for the Eastern District of Michigan. (Exhibit 4, Petition.)
Before the actual filing, however, Plaintiffs appeared in the trial court seeking a
TRO in connection with their prior motion for expedited declaratory relief and/or for
a preliminary injunction. (Exhibit 5, Motion.) Defendants were notified of the

request for TRO, and appeared at the trial court to argue against its issuance.

5
13-53846-swr Doc 1221-5 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 13 of 37



Ultimately, the trial court issued a TRO at 4:25 p.m. despite knowing that the
petition had already been filed (a fact that meant the automatic stay of all state-
court proceedings had alrgady begun). The trial court denied Defendants’ motion to
stay. (Exhibit 6, Order.)

Because the trial court abused its discretion in issuing the TRO, Defendants
file the instant emergency application for leave to appeal along with motions to stay
the TRO, stay the proceedings, waive the transcript requirement, and for immediate

consideration.

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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ARGUMENT

1. The trial court abused its discretion by enjoining Defendants from
taking “any further action” that would diminish or impair Plaintiffs’
pension benefits where the filing of the City of Detroit’s bankruptcy
petition renders their claim moot, and where Plaintiffs failed to
satisfy the requirements for issuance of a TRO.

A. Standard of Review

Injunctive relief is an extraordinary remedy that issues only when justice
requires, there is no adequate remedy at law, and there exists a real and imminent
danger of irreparable injury. MCR 3.310(A); Davis v City of Deiroit Financial
Review Team, 296 Mich App 568, 613-614; 821 NW2d 896 (2012); Michigan
Coalition of State Employee Unions, et al v Civil Service Commission, 465 Mich 212,
226, n 11; 634 NW2d 692 (2001). To obtain a temporary or preliminary injunction,
a plaintiff must prove that (1) he is likely to prevail on the merits; (2) he will be
irreparably harmed if an injunction is not issued; (3) the harm to him absent an
injunction outweighs the harm that an injunction would cause the defendants; and
(4) there will be no harm to the public interest if an injunction is issued. Detroit
Fire Fighters Ass'n v Detroit, 482 Mich 18, 34; 753 NW2d 579 (2008). A court’s
exercise of its discretion to consider injunctive reiief may not be arbitrary, but
rather must be in accordance with the fixed principles of eqﬁity jurisdiction and the

evidence 1n the case. Jeffrey v Clinton Twp, 195 Mich App 260, 263; 489 NW2d 211

- (1992). When secking injunctive relief, the plaintiff has the burden of proof on each

of these factors. ‘MCR 3.310(A)(4). Plaintiffs did not met their burden here, and

their motion should have been denied.

7
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‘B. Plaintiffs’ constitutional challenge to the Local Financial
Stability and Choice Act and request for relief are moot.

“An issue 18 . . . moot when a judgment, if entered, cannot for any reason have

a practical effect on the existin.,gr controversy.” Gen Motors Corp v Dep’t of Treasury,
290 Mich App 355, 386; 803 NW2d 698 (2010). Here, Plaintiffs’ Complaint asked
the trial court to declare the Act unconstitutional because it permits the Governor
to authorize the City to proceed iﬁ Chapter 9 bankruptcy, allegedly in violation of
article 9, § 24 of the 1963 Constitution. (Exhibit 2, Complaint.} Plaintiffs asked the
Court to declare or prohibit the Governor and Treasurer from authorizing the
bankruptey. Id.?2

" These requests are moot because the Governor has now authorized the
Emergency Manager to proceed in bankruptcy, and the petition has been filed. The
Defendants have no further duties with respect to the City’s bankruptcy proceeding
in federal court. Section 18(1) of the Act, MCL 141.1558(1), expressly “empowers
the emergency manager to act exclusively on the local government’s behalf in any
such case under chapter 9.” (Emphasis added.) Thus, there is no‘ judgment the trial
court could issue in this case that would have a practical effect on the alleged

controversy.? Indeed, the TRO will have no practical effect with respect to

2 Although Plaintiffs requested that relief be 1ssued against Defendant Dillon,
Defendant Dillon has no authority to authorize a bankruptcey, only the Governor
may do so. MCL 141.1558(1).

I Moreover, courts avoid reaching constitutional issues if alternative means are
available for deciding a case. See Stewart v Algonac Savings Bank, 263 Mich 272,
284; 248 NW 619 (1933); Rinaldi v Civil Service Comm, 69 Mich App 58, 69; 244
NW2d 609 (1976) (“We will not undertake a constitutional analysis when we can
avoid 1t.”).

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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Plaintiffs’ claims because, again, the Defendants have no further duties pertaining
to the bankruptcy. Because Plaintiffs’ Complaint is moot, the trial court abused its

discretion 1n granting the TRO.

C. Plaintiffs failed to satisfy the requirements for granting
injunctive relief.

1. No substantial likelihood of success on the merits.
Plaintiffs cannot demonstrate a substantial likelihood of success on the
merits of their claim that the Act is unconstitutional under article 9, § 24 because
their requested injunctive relief is premature and overbroad; they lack standing;
their claim 1s unripe; and, their facial constitutional challenge fails as a matter of a

law.

a. Plaintiffs’ request for injunctive relief was
premature and overbroad.

A court is “at all times | ] required to question sua sponte its own jurisdiction
(whether over a person, the subject matter of an action, or the limits on the relief it
may afford).” Straus v Governor, 459 Mich 526, 532; 592 NW2d 53 (1999), quoting
Straus v Governor, 230 Mich App 222; 583 NW2d 520 (1998) (citation omitted)
(emphasis added). In Strauss, the Michigan Supreme Court, in adopting this
Court’s opinion, expressed “doubt with respect to the propriety of injunctive relief
against the Governor,” and observed that “separation of powers principles, preclude
mandatory injunctive relief, mandamus, against the Governor.” Id. (citations

omitted) (emphasis added). The Court further observed that whether the same

9
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| reasoning also precludes “prohibitory injunctive relief’ was an open question “that
need not be resolved in [that] case.” Id. (emphasis added). However, the Court also
recognized, if not emphasized that

declaratory relief normally will suffice to induce the legislative and
executive branches, the principal members of which have taken oaths
of fealty to the constitution identical to that taken by the judiciary, to
conform their actions to constitutional requirements or confine them
within constitutional limits. Only when declaratory relief has failed
should the courts even begin to consider additional forms of relief in
these situations. [Id. (emphasis added). See also Davis v City of Detroit
Financial Review Team, 296 Mich App 568, 614, 632-635; 821 NW2d
896 (2012) (O’Connell, J., concurring).]

Thus, there 1s essentially a presumption that inj'unctive relief, of any kind,
may not be entered against the Governor unless declaratory relief has failed. That
principle controls here, because Plaintiffs did not first attempt to secure declaratory
relief and, only then, seek injunctive relief. Their request for an injunction should
have been denied as premature.

Plaintiffs’ request for injunctive relief should also have been denied because
it was overbroad. The trial court entered the following TRO:

Defendants are immediately and temporarily enjoined and restrained

from taking any action (including the authorization of an unconditional

bankruptcy proceeding for the City of Detroit and/or the filing of a

Chapter 9 bankruptcy), or taking any further action with respect to any

filing which has already occurred that may: (i) cause the accrued

financial benefits of the Retirement System or their participants from

in any way being diminished or impaired as mandated by Article IX,

section 24, of the Michigan Constitution, or (ii) otherwise abrogate

Article IX, section 24, of the Michigan Constitution. [Exhibit 1

(emphasis added).]

As noted above, the Governor had already concluded his duty with respect to

the bankruptcy ﬁl.ing at the time the TRO was issued and the Treasurer never had

10
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any duties under section 18(1) to begin with. But each continue to have obligations
and duties to perform with respect to the State of Michigan, its agencies, and
citizens. The Ianguage of the injunction is broad (or vague) enough to encompass
general actions taken by these Defendants in their executive capacities. Thus,
Plaintiffs’ request should have been denied to the extent it is overbroad and not

narrowly tailored to the facts and legal arguments.

b. Plaintiffs’ lack standing to bring this action.
In Lansing School Education Ass’n v Lansing Board of Education,
487 Mich 349, 355, 372; 792 NW2d 686 (2010), the Michigan Supreme Court
- reinstated Michigan’s previous “prudential” standing test, which automatically
conferred standing upon any party who has a “legal cause of action,” regardless of
whether the underiying 1ssue is justiciable. “Under this approach, a litigant has
standing whenever there is a legal cause of action” or the requiremernts of MCR
2.605 to seek a declaratory judgment are satisfied. Id. at 372. If a specific cause of
action at law does not exist for the plaintiff, then the following applies:
A litigant may have standing in this context if the litigant has a
special injury or right, or substantial interest, that will be
detrimentally affected in a manner different from the citizenry at large:

or if the statutory scheme implies that the Legislature intended to
confer standing on the litigant. [Id.]

In this case, Plaintiffs cannot meet even this liberalized standard.

i. Plaintiffs have not pled facts sufficient to
establish a legal cause of action.

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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Plaintiffs have not pled facts sufficient to establish that a violation of their
rights under article 9, § 24 has occurred or to establish that a cause of action exists
under the Act; they do not even attempt to do so. Indeed, the Act expressly states
that it provides no cause of action: “A cause of action . .. may not be maintained for
any activity authorized b‘y this aét, or for the act of a local government filing under
chapter 9, including any proceeding following a local government’s filing.” MCL
141.1572 (emphasis added).

Moreover, there are other additional contingencies that would need to occur
before any “tﬁreat” to Plaintiffs’ pension benefits could arise. For instance:

¢ Fven with the filing of a bankruptey action, the City of Detroit must meet
additional requirements before the case may proceed including completing a
Plan of Reorganization to adjust its debts. The City must satisfy one of four
requirements: (1) obtain an agreement from creditors holding a majority of
the amount of claims of each class the debtor intends to impair under a plan,
(2) negotiate in good faith with creditors and fail to obtain an agreement of
creditors holding a majority of the amount of claims of each class the debtor

~ intends to impair under a plan, (3) be unable to negotiate with creditors

because it is impractical, or (4) reasonably believe a creditor may attempt to
obtain a preference. 11 USC 109(c); and

e The plan must be confirmed by the bankruptcy court. The plan must meet
seven specific criteria for confirmation, including that “the debtor is not
prohibited by law from taking any action necessary to carry out the plan.” 11
USC 943(4).

‘No violation of article 9, § 24 occurred or could have occurred when the Governor

authorized the City of Detroit to proceed under Chapter 9, because the bankruptcy
court will have to find the City eligible for bankruptey, and then the court would
still have to approve a plan in bankruptcy that impairs vested pension benefits, or

at least have such a plan presented to it.

12
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Ignoring these contingencies, Plaintiffs’ fact assertions center upon their
alleged apprehension as to what might happen. Plaintiffs contend they are entitled
to a declaratory judgment that the Act is facially unconstitutional because it
“nowhere requires that in considering whether to approve an emergency manager’s
recommendation to proceed under Chapter 9, the Governor shall not approve such
recommendation if accrued pension benefits may be diminished or impaired in
violation of [art 9, § 24].” (Exhibit 2, Complaint, 19 18 and 19.) Accordingly,
Plaintiffs assert, “because [the Act] does not prohibit a municipality from
proceeding under Chapter 9 of the US Bankruptcy Code if accrued pension benefits
may be unconstitutionally diminished or impaired, [the Act] is unconstitutional on
its face in violation of” art 9, § 24. Id. This allegation mistakes the scope of the
“authorization”—it is not approval of the actual bankruptcy filing or plan— and
presumes the Governor would act unconstitutionally.

Plaintiffs further allege that their:

[Rlights under the Michigan Constitution not to have their pension

benefits “diminished or impaired” can only be guaranteed if this Court

acts before the Governor approves a request to proceed under Chapter

9. Moreover, Emergency Manager Orr’s threats that he will

unconstitutionally diminish or impair Plaintiffs’ vested pension rights

have themselves harmed Plaintiffs by instilling in Plaintiffs a

reasonable fear that their constitutional rights will be trampled upon

and, in the process, their future source of income drastically eroded.

[Exhibit 2, Complaint, 4 28.]

But the trial court cannot assume what the contents of the City’s plan might
be, or that the federal bankruptcy court will approve a plan that will diminish or

impair Plaintiffs’ pension benefits. In any event, Plaintiffs will have an opportunity

to fully litigate the merits of their claim in the bankruptcy proceeding itself.
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Because Plaintiffs’ claim is based on a speculative threat of future injury, they have
failed to allege a legal cause of action for which they have standing to seek relief

from this Court. Lansing School Education Ass’n, 487 Mich at 372.

il. Plaintiffs do not meet the requirements of
MCR 2.605.

With respect to declaratory judgment actions, MCR 2.605(A)(1) provides:

In a case of actual controversy within its jurisdiction, a Michigan court of

record may declare the rights and other legal relations of an interested party

seeking a declaratory judgment, whether or not other relief is or could be
sought or granted. [Emphasis added.]

MCR 2.605 “does not limit or expand the subject-matter jurisdiction of the
courts, but instead inéorporates the doctrines of sténding, ripeness, and mootness.”
UAW v Central Mich Univ Trustees, 295 Mich App 486, 495; 815 NW2d.132 (2012).
“The existence of an ‘actual controversy’ is a condition precedent to invocation of
declaratory relief.” Shavers v Attorney General, 402 Mich 554, 588; 267 NW2d 72
(1978); see also Genesis Ctr, PLC v Comm'r of Financial & Iné Servs, 246 Mich App
531, 544; 633 NW2d 834 (2001). “An ‘actual controversy’ . .. exists when a
declaratory judgment is necessary to guide a plaintiffs future conduct in order to
preserve legal rights. The requirement prevents a court from deciding hypothetical
1ssues.” UAW, 295 Mich App at 495 (citationslomitted) (footnotes omitted). “The
essential requirement 0__f an ‘actual controversy’ under the rule ié that the plaintiff

[ E1EN]

pleads and proves facts that demonstrate an ‘ “ ‘adverse interest necessitating the
sharpening of the 1ssues raised.””’ " Id. (citations omitted) (footnotes omitted).

Presently, the possibility of whether Plaintiffs’ pension benefits might be

14
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impacted somewhere in the fﬁture during the bankruptcy proceeding is purely
speculative. And in any event, by authorizing the bankruptcy proceeding the
Governor concluded his duties gnder section 18(1) of the Act. Thus, the Plaintiffs’
interests and the Governor’s, Treasurer’s, and State’s interests are no longer
adverse (if they ever were), and therefore no sharpening of the issues through
issuance of a declaratory judgment is required. Plaintiffs have failed to satisfy the
requirements of MCR 2.605, and do not have standing. Lansing School Education

Ass’n, 487 Mich at 372.

iii. Plaintiffs have not established a special
injury, right, or substantial interest that will
be detrimentally affected in a manner
different from that of the citizenry at large.

Even where there is no cause of action provided at law, a court may, in its
discretion, determine whether a litigant has standing. Lansing Schools, 487 Mich
at 372. This requires a showing that the litigant has a special injury or right, or
substantial interest, that will be detrimentally affected in a manner different from
the citizenry at large or if the statutory scheme implies that the Legislature
intended to confer staﬁding on the litigant.

Here, as noted above, the Legislature did not intend to confer Standiﬁg on
any person to challenge the Act. Rather, it expressly provided that there is no cause
of action under the Act in MCL 141.1572. And any interest Plaintiffs have may not

even be detrimentally affected by the bankruptey filing. Such impact will not be
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known until a plan is proposed and Plaintiffs have litigated the merits of their
~ constitutional claim in the bankruptcy case.

Bankruptcy Code provisions applicable to a Chapter 9 bankruptcy are set
forth under li USC 901(a). For instance, § 943, 11 USC 943, of the Bankruptcy
Code regulates confirmation of a debtor’s plan Qf adyustment. Section 943(b) sets
forth seven criteria that must be met before a federal Bankruptey Court can confirm
the plan. The fourth and seventh criteria are noteworthy here. The fourth criteria
requires the bankruptcy court dete:;cmine “the debtor is not prohibited by law from
taking any action necessary to carry out the plan.” 11 USC 943(b)(4). The seventh
criteria requires a determination that the plan be in the best interest of creditors,
and that it be feasible. 11 USC 943(b)(7).

At this time, it is purely speculative as to whether a plan will be confirmed
that detrimentally affects Plaintiffs’ interests. Plaintiffs therefore do not have

standing. Lansing School Education Ass’n, 487 Mich at 372.

c. Plaintiffs’ alleged constitutional claim is not ripe
for review.

While both standing and ripeness are justiciability doctrines that assess
pending claims to discern whether an actual or imminent injury in fact is present,
they address different underlying concerns. Michigan Chiropractic Council v
Comm’r of Ins, 475 Mich 363, 378-379; 716 NW2d 561 (2006). The standing
doctrine “is designed to determine whether a particular party may properly litigate

the asserted claim for relief.” Id., at 379. The ripeness doctrine, on the other hand,
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“does not focus on fhe suitability of the party; rather, ripeness focuses on the timing
of the action.” Id. (emphasis in original). The ripeness doctrine precludes the
adjudication of hypothetical or contingent claims before an actual injury has been
sustained. An action is not ripe if it rests on contingent future events that may not
occur as anticipated or may not occur at all. Id, at 371 n 14.

For the reasons already discﬁssed above, Plaintiffs’ contention that a future
Chaptér 9 bankruptcy would present what they characterize as a “threat” to their
interests in their pensions is not ripe because it resté on contingent future events
that may or may not occur, to wit; that their pensions will be impaired as a reéuit of
a confirmed federal bankruptcy plan. Under these circumstances, Plaintiffs’
Complaint is unripe for review. See Straus, 459 Mich at 544, 545 n, quoting Straus,
230 Mich App 222 (citation omitted) (“unless and until such [a constitutional]
encroachment actually occurs, the issue is not ripe for adjudication,” and “[w]h;are a
constitutional question is presented anticipatorily, the Court is required by the

limits on its authority to decline to rule.”).

d. Plaintiffs’ complaint fails to state a claim upon
which this Court may grant relief.

Plaintiffs bring a facial constitutional challenge to the Act. They broadly
assert that the Act is unconstitutional under article 9, § 24 of the 1963 Constitution
because it empowers the Governor to authorize a proceeding in Chapter 9. (Exhibit

2, Complaint, ¥ 19.)
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“A facial challenge is a claim that the law is ‘invalid in toto - and therefore
incapable of any valid application. . .."” In re Request for Advisory Opinion
Regarding Coﬂstitutionality of 2005 PA 71,479 Mich 1, 11n .20; 740 NW2d 444
(2007) (citation omitted) (emphasis in original). “A party challenging the facial
constitutionality of a statute faces an extremely rigorous standard, and must show
that no set of circumstances exists under which the [a]ct would be valid.” Id. at 11
(internal quotation marks and citation omitted). Plaintiffs cannot satisfy this
standard.

As discussed above, § 18(1) of the Act, MCIL. 141.1558(1), simply authorizes an
emergency manager to recommend, and the Governor to authorize, proceeding
under Chapter 9. It is silent with respect to what course of action an emergency
manager should pursue in bankruptey, including how a local government unit’s
assets and liabilities should be treated in bankruptcy. And relevant here, it does
not require any particular treatment of pension funds. Indeed, § 18 does not even
mention or allude to pension funds_. Compare this to § 12(1)(m), MCL
141.1552(1)(m), of the Act, which describes an emergency manager’s authority and
duties with respect to a “municipal government’s pension fund.” Thus, nothing in
the Act compels or requires any impairment of Plaintiffs’ pension benefits contrary
to article 9, § 24. The Act is therefore not facially‘unconstifutional.

Moreover, Plaintiffs clearly cannot establish “that no set of eircumstances
exists under which the [a]ct would be valid,” because the Governor could place a

contingency eliminating pension funds, payments and liabilities from a Chapter 9
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proceeding, although he did not do so with respect to the City. Additionally, the
City may not include the pension funds, payments and liabilities in its plan; or the
federal court may determine that federal bankruptcy law controls the analysis.

Plaintiffs’ facial constitutional challenge to the Act thus fails as a matter of law.

2. Plaintiffs did not demonstrate irreparablé harm.

Again, if justiciable, Plaintiffs’ underlying claim in this case may be raised in
the federal Bankruptcy Court in the context of the actual bankruptcy plan during
the confirmation process and not in the state trial court. 11 USC 943. Plaintiffs’
legal claims would ripen only if and when a bankruptey proceeding includes a
possible reduction or adverse impact on their pension benefits. It is in that forum,
in the context of the specific bankruptcy plan, that these legal issues should be
addressed and resolved. Because Plaintiffs have a legal remedy—litigation in the
context of the bankruptcy action—they will not suffer irreparable harm absent an

injunction by the trial court.

3. The injunction’s harm to Defendants outweighs the harm
to Plaintiffs in the absence of an injunction.

Plaintiffs retain their access to the remedies set forth in the federal
Bankruptcy Code without need of court-granted injunctive relief. Conversely, the
trial’ court’s preliminary injunction would substantially harm Defendants. The
entry of this injunction violates the separation of powérs doctrine. Const 1963, art
3, § 2. Thus, the relief unlawfully intrudes on the Governor’s executive powers to

authorize a Chapter 9 bankruptcy under § 18 of the Act. The breadth of the
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injunction may inhibit the Emergency Manager and the City of Detroit from
properly prosecuting this bankruptey action. A balancing of the relative harms
counsels against injunctive relief, particularly where Plaintiffs can fully litigate

their claims in the bankruptey forum.

4. The TRO harms the public interest.

In most disputes involving requested injunctive relief, the parties focus on
the merits of the underlying claim and the presence or absence of irreparable harm,
paying only hip service to the impact on the public. This is no ordinary case. Due to
the City of Detroit’s unsustainable debt load, the City ha.s lost the ability to provide
even the most basic services to its residents. Citizens wait an average of 58
minutes for the police to respond to their calls. Only 8.7% of criminal cases are
solved. In the first quarter of 2013, 40% of the City’s street lights were not
functioning, and only one-third of the City’s ambulances were in service. Thisis a
city that needs and deserves a fresh start. ‘By ignoring fundamental principles of
justiciability and the basic elements required to grant injunctive relief, the trial
court jeopardizes public safety and welfare. Given the gravity of the situation, it is
difficult to imagine a trial court order with more potential to harm the public

interest.

5. Defendants request emergency relief under MCR
7.205(E)(2).

Given the fact that this is an injunction against the Governor and the other

exigencies of the circumstances related to the City’s bankruptey proceeding,
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Defendants request that this application be resolved on an emergency basis under
MCR 7.205(E)(2). Specifically, Defendants request relief by 5:00 p.m. on July 19,
2013, or at the latest by 9:00 a.m. on July 22, 2013. The trial court has scheduled a
hearing on July 22, 2013 at 9:00 a.m., for Defendants to show cause in this case and
in The General Retirement System of the City of Detroit v Orr et al., 13-768-CZ, also
on appeal, as to why a declaratory judgment and/or a preliminary injunction should

not issue against Defendants in these matters.

CONCLUSION AND RELIEF REQUESTED
| Defendants respectfully ask this Court, by the close of business today or at
the latest by 9:00 a.m. on July 22, 2013, to (1) grant the application for leave to
appeal, (2) immediately dissolve the TRO, and (3) stay all proceedings in this frial
court action and its two companion cases. Nothing less is at stake than the future
. of Michigan’s largest city.
Respectfully submitted,

Bill Schuette
Attorney General

John J. Bursch (P57679)
Solicitor General
Counsel of Record

Matthew Schneider (P62190)
Chief Legal Counsel

s/Margaret A. Nelson (P30342)
s/Heather S. Meingast (P55439)
Assistant Attorneys General

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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Attorneys for Defendants—Appellants
P.O. Box 30754
Lansing, MI 48909

Dated: July 19, 2013. (517) 373-6889

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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, STATE OF MICHBIGAN
~ IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

THE GENFRAL RETIKEMENT SYSTEM CHrgeie (,szﬁg,g P

OFFHE CITY OF DETROIT, and THE o
POLIEEAND FIRE RETIREMENT | l«@Q >
SY¥STENM OF THETITY OF DETROIT, . \Jerenie g8 /('mea 5

Plaintiffs; (% ooV~ LB
‘ ‘ Case No. B3-765-C% 33
VS, . to
5@2__,"@ WLH,L(JN« Hon, '@vsumr;j,
' A T . ,
EMERGENCY MANAGER OF THE CITY OF g oo

DETROTTand RICHARD SNYDER, in his
official capacity as the GOVERNOR OF THE
STATE OF MICHIGAN,  Cyif A wo| -D [/

| Defendants. _ ( FEES Ko [.;_ b 'y J?F { CM/( Cq la Ae

. Ronald A. King (P45088)
Aaron O Maﬁhetvs (P64744) ‘\&T’ (&“\_ EZ C O T o ? 3= e (7

Michael J)\Pdttwell (P72419) : 2 b
‘CLARK HILY PLC ( j LA, Wie C [«ya ConinZh 9 M,P/\,
212 ]j::"lStG' nd River Avenue - . é'? (@‘W( ,{—\QL P
Lansing, Wlichigan 48906 LZ/D &
(517) 314-3100 - Cnller Oficewr
Attorneys for Plamtlffs ‘ '
/
TEMPORARY RESTRAINING ORDER

At a session of said Court, held in the City of o

Lansing, County of Ingham, State of Michigan

on L4 /. LAM g_(r\..,

PRESENT: HON.
CIR

This matter having come before the Court gn Plaintiffs’ Complaint with verification and
Iyec (c‘t»a av'J ig (/ﬂ et A 0»4/1) a__[._w\,\w.) ',L{ihb&rﬂ

ng'!e Motion for a Temporary Restraining Order; the Court being fully advise
‘ N :

premises; Plaintiffs having shown a likelihood of success on the merits of the claims in

9214431.1 14893/144127 -
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Plaintiffs’ Complaint; Plaintiff having adequately shown that a failure to immediately issue a
Teinporm'y Restraining Order will cause hireparable injury to Plaintiffs by pe;mitting the
Governor and the Emergency Manager (“ﬁefendants”) to anthorize and file a Chapter 9
bankruptcy petition wherein Plaintiff’ accrued financial baileﬁ:[s will be impaired prior this
Court’s scheduled preliminary injunction hearing on Monday, July 22, 2013; and the Court being
otherwise fully informed in the premises and finding good cause; St (. d("""{

IT IS HEREBY ORDERED that Plaintiffs’ Motion is granted; . ales ‘J) C—“".‘/ﬁ’{j

IT IS FURTHER ORDERED that Defendants are immediately and temporarily enjor

and restrained from tia.king any action (including the authorization of an unconditional Chapter 9
bankruptey proceeding for the City of Detroit and/or the filing of a Chapter 9 bankrn tc
or ankismy wry Brvile acben ol caspeet foaw wj
petition) ;jhat may: (i) cause the accrued financial benefits of the Retirement Systemsf or then
participants from in any way being diminished or impaired as mandated by Article IX, section
24, of the Michigan Constitution, or (i)} otherwise abrogate Article IX, section 24, of the
Michigan Constitution; : - —J ‘ ')Q———-

IT IS FURTHER ORDERED that the Court shall hold a heaung on , 2013 at
Dec [rs koo

o
01 W)»\vhel by Defendants shall show cause why a Eheﬁ- nj unctmn shall not/lssue and

IT IS FURTHER ORDERED that thisggmporary restraining order shall remain in full
: fuvibes evoda (H/V Corr bk
force and effect until e 230500 0

IT IS SO ORDERED.

DATE: / ggjﬁtﬂu 13

TIME: . ’pﬁ/[ .

CIRCUIT COURT JUDGE

2
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. STATE OF MICHIGAN
IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

GRACIE WEBSTER and
VERCONICA THOMAS,

Plaintiffs,

v o .  CaseNo, g }Z(’[ 62/

Hon. CLINTGN CANADY 1i]

THE STATE OF MICHIGAN;
RICHARD SNYDER, as Governor
of the State of Michigan; and
ANDY DILLON, as Treasurer of
the State of Michigan,

Defendants.

JOHN R, CANZANO (P30417) |
McKNIGHT, McCLOW, CANZANO,
SMITH & RADTKE, P.C,

Attorneys for Plaintiffs

400 Galleria Officentre, Suite 117
Southfield, MI 48034

248-354-9650
jeanzano@michworklaw.com

A civil actwn between these parties or | -
other parties arising out of the transaction
or occurrence alleged in the-Complaint has
been previously filed in this Court,
where jf was given docket number 13-729-CA
and was assigned o Judge Aquilina,
The action remains pending,

YERIFIED COMPLAINT FOR
) DECLARATORY JUDGMENT AND INJUNCTIVE RELIEF

NATURE OF ACTION

1. This action seeks a declaratory judgment that the “Local Financial Stability and

Choice Act,” 2012 PA. 436, MCL 141,1541 ef seq ("PA 436") is unconstitutional and in violation of
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Article IX Section 24 of the Michigan -Consti—tuﬁon because PA 436 permits accrued pension benefits
to be diminished or impairéd by batkzuptey proceedings in direct contravention ofthe Constitution,
This action also seeks a preliminary and/or final injunction enjoining the Governor and/or the State -

- Treasurer from authorizing a bankruptoy proceeding permitting an unconstitutional diminishment or
impairment of accrued pension benefits under PA. 436.

PARTIES, JURISDICTION AND VENUE.

2, Plaintiff Gracie Webster is a retiree fiom the City of Detroit, Sheretired in éOOO a:nd :
is receiving a pension benefit under the City of Defroit's General Retirement System Pension Plan,
'She resides in Detroit and ié a oitizen of the State of Michigan.

3. Plaintiff Veronica Thomas is an employee of the City of Dettoit. She has worked for
the Citjr for17 yearé. Sheisa partiqipant inthe City of Detroit's General Retirement System Pension
Plan, Although she has not yet retired, based on her years of service Plaintiff Thotmas has earned the
right to an accrﬁed vested pénsion benefit under the terms of the pension plan,

4, | Defendant State of Michigan is a governmental entity gnd sovereign siate of the
United States, retaining all powers reserved to it under the 10" Amendment to the [fni;ed States
Constituﬁon.

5. Defendant Richard: Snyder is the Governor of the State of Michigan acting in his
official capacity, ‘ | |

6. Defendant Andy Dillon is Treasurer of the State of Michigan-acting in hié official
capacity.

7. The Governor may delegate his duties under Section 9 of PA 436, MCL 141.1549t0 -
the State Treasurer, |

8. Tﬁis court has jurisdiction under MCL 600.6419(4), which provides for the N
jurisdiction of circuit courts in proceedings for declaratory or equitable relief against the State, and

_ 2 _
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MCL 600.605, which provides original jurisdiction in the circuit contts,
9. Yenue is proper in this court under MCL 600.1621 (), because Defendants conduct

business in Ingham County.

CQUNTY: DECLARATORY JUDGMENT

PA 436 Is Unconstitutional Because It Permits Accrued Pension Benefits To Be
Diminished Or Impaired In Direct Violation Of Article IX, Section 24 Of The
Michigan Constitution
10.  Asticle IX Section 24 of the Michigan Constitution provides in pertinent part:
The accrued financial benefits of each pension plan and retirement
system of the state and its political subdivisions shall be a contractual

obligation thereof which shall not be diminished or impaired
thereby.

1l PA 436 was enacted by the Michigan Legislature on December 28, 2012 and became
effective March 28, 2013. -

12, Among the purposes of PA 436, as stated in its preamble, are to "prescribe remedial
measures to address a financial emergency within a local unit of government;” “to prescribe the
powers and duties of an smergency ma:ia,ger for a local unit of goﬁermnent;” and "to pro*;ride a
process by which a local unit of government . . . may file for bankruptcy.”

13.  OnMarch 14, 2013, Defendant Snydet appointed Kevyn Orr as Emefgcncy Financial
Manager for the City of Detroit, pursuant to 1990 PA 72, MCL 141.1201 ef seq (“PA 72"). PA 436
is a successor stafute to, and expressly repeals, PA 72,

14, Pursuant to Sec 9(10) of PA 436, MCL, 141.1549(10), Kevyn Orr; asan emergenéy
financial manager appointed under former 1990 PA 72 “and serving immediately prior to the
effective date of this act, shall be considered an emergency ﬁ1anage1' under this act [PA 436] and
shall continue under this act to fulfill his or her powers and duties.”

15, Chapter 9 of the U.S. Bankruptcy Code, 11 USC §§901 ef seg, provides a process by

3
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which a municipality may file for bankruptcy and become a debtor under Chapter 9 in federal
bankruptey court,

16.  However, in order to protect state sovereignty and in recognition of federalism
principles under the 10™ Amendment to the U.S, Constituﬁon, Chapter 9 of the Bénkruptcy Code
prohibits municipalﬁies from filing for bankruptcy unless the municipality “is specifically
authorized, in 1ts capacity as a mmicipality or by name, to be a debtor under such chapter by State
law, or by a governmental officer or organization empowered by State law {o authorize such entity to

‘be a debtor under such chapter.,” Absent such authorization, federal bankruptey courts have no

| jurisdiction under Chapter 9 over a municipality as a debtor. 11 USC §109(c)(2). See dshion v
Cameron Camfty Water Improvement Dist No 1,298 US 513; 56 S Ct 892; 80 1. Ed 1309 (1936);
énd United States v Bekins, 304 17827, 58 S Ct 811; 82 L Ed 1137 (1938).

17, Section 18 of PA 436, MCL 141.1558, specifically authorizes a local unit of
government to become a debtor in a Chapter 9 bankruptey proceeding if the emergency manager f(;r
the local gcﬁernment recomimends to the Governor and the State Treasurer that the iocal lgovcmment
be authorized to proceed under Chapter 9, and if the Governor approves the recommendation By
infmmihg the emergency manager and State Treasurer in writing of his decision. -

18,  PA 436 nowhere requires that in considering whether to approve an emergency
managet’s recommendation fo p;oceed under Chapter 9, the Governor éhall not approve such
recommendation if accrued pension benefits may be diminisheld or impaired in violation of Mticle
IX Section 24 of the Michigan Constitution,

19.  Accordingly, becanse PA 436 does not prohibit a municipality from proceeding under
Chapter 9 of the U.S. Bankruptey Code if accrued pension benefits may be unconstitutionally
diminished or impaired , PA 436 is unconstitutional on its face in violation of Article TX Section 24
of the Michigan Constitution.

4 :
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20. Sectiqn 11 of PA 436, MCL 141.1551, provides that “an emergency manager shall
develoﬁ and maﬁ amend a written financial operéting plan for the local government {and that] [t)he
ﬁnanciai and operating plan shall provide for . . . [tjhe timely deposit of required payments to the
pension fund for the local government or in which the local govetnment participates,”

- 21, OnMay 12, 2013, Emergency Managet Orr issued a financial and operating plan
pursuant to Section 11 of PA 436, (Available atwww.freep.com/assets/freep/pdf/C4205233512.pdf) -
The plan does not schedule the “timely deposit of required payments” to the pension funds as
required by Section 11 of PA 436, but instead notes that payments have been deferred to manage a

liquidity crisis,

22, OnJune 14,2013, Emergency Manager Orr issued a “Proposal for Creditors” inwhich
he presents various restmctﬁring options. (Available at http://Www.ﬁeeja.com/assets[ﬁeep/pdf/
C4206913614.pdf.) Nowhere in this document does Emergency Manager Orr indicate any intent to
comply with Article IX Sec 24 of the Michigan Constitution, Instead, in direct coniravention of the
M?chigan Constitution, the proposal expressly states that “there ntust be significant ?zt&r in acerned,
vested pertsion amounts fbr both acfive and currently retired persons.”

235 Emergency Manager Orr has publicly threatened, in a June 14-interview with the
Detroit Fre¢ Press Editorial Board, that vested pension benefits will be abrogated in a Chapter 9

- pro céeding authorized by the Governor pursuant to PA 436, and that aﬁy state Jaw protecting vested
pension benefits is “not going to protect” retirees or employees with vested pension benefits in
bankruptey court, (See www.ﬁeep ;com/m‘ticle)ZO 130616/0PINION05/306160052/kevyn-orr-detroit-
emergency-manager-credifors-fiscal-crisis,) |

24.  Arficle IX Section 24 of the Michigan Constifution is such a state law, which

Emergency Manager Orr has asserted will “not . , , protect” vested pension benefits,

5
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25.  Under PA 436, the only way Emergency Manager Orr could impose his desired
“significant cuts in acerued, vested pension amounts for both active and currently retired persons” is
through a Chapfer 9 bankruptey filing.

26.  Plaintiffs are entifledto a declaratory judgment that PA 436 is unconstitutional 1;11der
Atticle IX Section 24 of the Michigan Constitution because PA 436 does not prohibit the Governor
froin authorizing a Chapﬁer 9 bankruptey filing which threatens to uﬁconstitutionally diminish or
impair the Plaintiffs' acorued pension bcﬁeﬁts, and a final judgment ordering that Deféndant Snyder
and/or Defendant Dillon not authorize a Chapter 9 filing which threatens to diminish or impair
accrued pension benefits in violation of the Michigan Constitetion,

27.  Thiscase prcéents anactual (iontroversy entitling Plaintiffs toa declaratory judgment .
because the facts stated above indicate * an adverse interest necessitating the sharpening of the ssues
raised.” Lansing School Education Ass hv Lansing Bd of Educ, 487 Mich 349, 372 1205 792 NW2d
6 8§ (2010), quoting Associated Butlders and Contractors v Dep 't of Consumer and Indus Servs Dir,
472 Mich 117, 126; 693 NW2d137 4 (2005). Plaintiffs are entitled to a declaratory judgment here “to

obtain adjudication of rights before an actual injury occurs [and] to setfle a matter before it ripens

into a violation of the law ., . " Rose v Stare Farm Mur Auto Ins Co, 274 Mich App 291, 294; 732

NW2d 160 (20086).

28.  Plaintiff's need for a Declaratory Judgment is urgent. Based on the above facts, a
request by the Emergency Manager t6 proceed under Chapter 9 is imminent, because he has crédibly
threatened — indeed, has given cvéry indication — that he intends to impair or diminish accrued
pension benefits in contravention of Article IX Section 24 of the Michigan Constitution, and that

Chapter 9 bankruptey proceedings are the mechanism by which he can do so, Thus Plaintiff's’ rights

‘under the Michigan Constitution not to have their pension benefits “diminished or impaired” can

6 .
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only be guaranteed if this Court acts before the Governor approves a request to proceed under
Chapter 9. Moreover, Emergency Max'lager Orr’s threats that he will unconstitutionally diminish or
impair Plaintiffs’ vested pension rights have themselves harmed Plaintiffs by in.'.;:tilling in Plaintiffs a
reasonable fear that their constitutional rights will be trampled upon and, in the process, their futare
source of income drastically eroded. |

29,  Accordingly, Plaintiffs are entifled to a speedy hearing under MCR 2.605(D) on their

request for declaratory relief

COUNT II: PRELIMINARY INJUNCTION

30.  Plaintiffs incorporate by reference the allegations in paragraphs 1 through 29 above,

31, Plaintiffs will suffer irreparable harm if Defendants Snyder and Dillon are not
enjoined from authorizing the Emergency Manager to proceed under Chapter 9 of the U.S.
Bankruptey Code and thereby seeking to abrogate Plaintiffs® 1ights under the Michigan Constitution
and the source of livelihood it guarantees them in é forum which the Emergency Manager contends
does not protect those rights.

| 32,  'The harm to Plaintiffs absent injunctive relief outweighs the harm to Defendants if an

injunction is granted becéuse tﬁe Gov‘.;emor and Treasurer will not be harmed if they are enjoined
from authorizing the Emergency Manager to file under Chapter 9.

33, Plaintiffs are likely to succeed on the merits.

34,  There will be harm fo the public interest absent an injunction, é\s the accrued vésted
pension rights of thousands-of City of Detroit retirees and employees wiil be threatened with

abrogation in violation of the Michigan Consiltution,

7
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RELIEF REQUESTED
WHEREFORE, Plaintiffs respectfully request that this Honorable Court grant the foﬂowing
relief:
A. A declaratory judgment that PA 436 is unconstitutional in viclation of Article TX
Section 24 of the Michigan Constitution, ,
B, A preliminary and/or permanent injunction enjoining Defendant Snyder and
Defendant Dillon from authorizing the Det_roit Emergency Manager to commence
proceedings under Chapter 9 of the U.S. Bankruptey Code.
C. | An award to Plaintiffs of their costs and expenses, including attormeys’ fees, incuired
in this action.

Respectfully submitted,

MeKNIGHT, McCLOW, CANZANO,
SMITH & RAPTKE, P.C-

400-Galleria Officentre, Suite 117
Southfield, MI 48034
248-354-9650
jeanzano@michworklaw.com

Date; July 3,2013

YERIFICATION

STATE OF MICHIGAN )
- Jss
COUNTY OF OAKLAND )
JohnR. Can:%ant_), being first duly sworn, deposes and states he is the attorney representing

Plaintiffs herein; that he has read the foregoing verified complaint by him subscribed for and on

8
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behalf of Plaintiffs; that he knows the contents thereof to be true except as to those matters stated
upon information and belief, and as to those matters, he believes them to be true, and he is

authorized to sign said Verified Complaint on behalf of Plaintiffs.

Jol-\ﬁ-R/C;nzano O/ 3

Subscribed and sworn to bcfmi {h:e Jd day of m LE

' . viy

Réren Ann Pmslow, Notary Public bl

County of Ogkland, State of Michigan ’ , ;‘
My Commission Expires: April 19, 2014 Qo

o
Vie

o
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STATE OF MICHIGAN
EXECUTIVE OFFICE BRIAN CALLEY

RIGK SNYDER
1T. GOVERNOR

QOVERNOR LANBING

VIA HAND AND ELEGTRONIC DELIVERY | | July 18, 2013

Kevyn D. Orr

Emergency Manager

City of Detroit

Coleman A. Young Municipal Center
2 Woodward Ave., Suite 1126
Detroit, M{ 48228

Andrew Dilion

State Treasurer

Michigan Department of Treasury
" 4th Floor Treasury Building

430 W. Allegan Street

Lansing, Ml 48992

Re: Authorization to Commence Chapter 9 Bankruptcy Proceeding

Dear Mr. Orr and Mr. Dillon,

I have reviewed Mr. Orr's letter of July 18, 2013, requesting my approval of his

" recommendation to commence a bankruptey proceeding for the Gity of Detroit under
Chapter 9 of title 11 of the United States Code. As you know, stale law requires that
any such recommendation must first be approved by the Governor before the
emergency manager may take that step. MCL 141 1558, For the reasons discussed
below, | hereby approve that recommendation and authorize Mr. Orr to make such a

filing.

Gurrent Financial Emergency

In reviewing Mr. Ctr's letter, his Financial and Operating Plan, and his report to
creditors, it is clear that the financial emergency in Detroit cannot be successfully
addressed outside of such a filing, and it is the only reasonable alternative that is
available. In other words, the City's financial emergency cannot be satisfactorily
rectified in a reasonable period of fime absent this filing.

| have reached the conclusion that this step is necessary after a thorough review of all
the available alfernatives, and 1 authotize this necessary step as a last resort to return
this great City to financial and civic health for its residents and taxpayers. This decision
comes in the wake of B0 years of decline for the City, a period in which reality was often

GQEORGE W, ROMNEY BUILDING « 111 SOUTH CARITOL AVENUE » LANSING, MICHIGAN 48009
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ignored. [ know many will see thisas a low point in the City's history. 1If so, [ think it wili
also be the foundation of the City’s future — a statement | canhot make in confidence
absent giving the City a chance for a fresh start, without burdens of debt it cannot hope
to fully pay. Without this decision, the City's condition would only worsen. With this
decision, we begin to provide a foundation to rebuild and grow Detroit.

Both before and after the appointment of an emergency manager, many talented
individuals have put enormous energy into attempting to avoid this outcome. | knew
from the outset that it would be difficult to reverse 60 years of decline in which promises
were made that did not reflect the reality of the ability to deliver on those promises. |
very much hoped those efforts would succeed without resorting to bankruptey.
Unfortunately, they have not. We must face the fact that the City cannot and is not
paying its debts as they become due, and is insolvent.

After reading Mr. Orv's letter, the Financial and Operating Plan, and the report to
créditors, | have come o four conclusion‘s.

1, Right now, the City cannot meet its basic obligations to its citizens.
2. Right now, the City cannot meet iis basic obligations {o its creditors,

3. The failure of the City to meet its obligations to its citizens is the primary cause of its
inability to mest its obligations to its creditors. :

4, The only feasible path to ensuring the City will be able to meet obligations in the
future is to have a successful restructuring via the bankruptcy process that recognizes
the fundamental importance of ensuring the City can meet its basic obligations fo its

citizens.
| will explain how | came to each conclusion.

Inability to Meet Obligations to Its Citizens. As Mr. Orr's Financial and Operating
Plan and the June 14 Creditor Proposal have noted, the scale and depth of Detroit's
problems are unique. The City's unemployment rate has nearly tripled since 2000 and fs
more than double the national average. Detroit's homicide rate is at the highest level in
nearly 40 years, and it has been named as one of the most dangerous cities in America
for more than 20 years. Its citizens wait an average of 58 minutes for the police fo
respond to their calls, compared to a national average of 11 minutes. Only 8.7% of
cases are solved, compared to a statewide average of 30.5%. The City's police cars,
fire trucks, and ambulances are so old that breakdowns make it impossible to keep up
the fieet or properly carry out their roles, For instance, only a third of the Gity's
ambulances were in setvice in the first quarter of 2013. Similarly, approximately 40% of
the City's street lights were not functioning in that quarter and the backlog of complaints
is more than 3,300 long. Having large swaths of largely abandoned structures --
approximately 78,000 — creates additional public safety problems and reduces the

© quality of fife in the City. Mr.Orris correct that meeting the obligations the Gity has to

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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its citizens to provide basic services requires more revenue devoted to services, not
less.

Inability to Meet Obligations to Its Creditors. The City has more than $18 hilfion in
accrued obligations. A vital point in Mr, Or's letter Is that Detroit tax rates are at their
.current legal limits, and that even if the City was legally able to raise taxes, its residents
cannot afford to pay additional taxes. Detroiters already have a higher tax rate than
anywhere in Michigan, and even with that revenue the Gity has not been able to keep
up with its basic obfigations, both to its citizens and creditors.” Detroit simply cannot
raise enough revenue to meet its current obligations, and that is a situation that is only
projected to get worse absent a bankruptoy filing. '

Failure to Meet Obligations to Citizens Creates Failure to Meet Obligations to
Creditors. Mr. Orr's letter and prior report put in stark reality the dramatic impact of the
City's plummeting population. While many who love Detroit still live there, many other
Detroiters at heart could not justify the sacrifice of adequate services. The City's
population has declined 63% from its peak, including a 28% decline since 2000. That .
exodus has brought Detroit to the point that it cannot satisfy promises it made in the
past. A decreasing tax base has made mesting obiigations to creditors impossible. Mr,
Ort is correct when he says the City cannot ralse the necessary revenue through tax
increases, and it cannot save the necessary revenue through réeducing spending on
basic services. Attempts to do so would only decrease the population and tax base
further, making a new round of promises unfulfillable.

Only One Feasible Path Offers a Way Out. The citizens of Detroit need and deserve
a clear road out of the cycle of ever-decreasing services. The Cily’s creditors, as well
as its many dedicated public servants, deserve to know what promises the GCity can and
will keep. The only way to do those things is fo radically testructure the City and allow it
fo reinvent itseif without the burden of impossible obligations, Despite Mr. Orr's best
_efforts, he has been unable to reach a restructuring plan with the City's creditors. |
therefore agree that the only feasible path to a stable and solid Detrott is to file for

hankruptey protection.

The past weeks have reaffirmed my confidence that Mr. Orr has the right pricrities when
it comes to the City of Detroit. | am reassured 1o see his prioritization of the needs of
cifizens to have improved setvices. | know we share a concern for the public
employees who gave years of service to the City and now fear for their financial future
in retirement, and | am confident that all of the City's creditors will be treated fairly in this
process. We all believe that the City's future must allow it fo make the investment it
needs in talent and in infrastructure, all while making only the promises it can keep. Let
us remain In close communication regarding measures Mr, Orr might take so we can
discuss the possible impacts that might oceur both within and outside of the Gity.

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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Contingencies

2012 PA 436 provides that my approval of the recommendation to commence a Chapter
9 procseding may place contingencies on such a filing. MCL 141.1558(1). l am
choosing not to impose any such contingencies today, Federal law already contains the
mast important contingency — a requirement that the plan be legally executable. 11

USC 943(b)(4). : X
Conclusion

In conclusion, | find Mr. Ori's Recommendation Letter fo be persuasive, especially in
conjunction with his prior reports faying out the level of services the City can provide

and its financial ability to meet its obligations to creditors, | am also convinced that Mr.
Orr has exercised his best efforts to arrive at a restructuring plan with the Gity's

creditors outside of bankruptay, o no avail. Given these facts, the only feasible path to
sustainability for the City of Detroit is a filing under chapter 9 of the bankruptcy code.
Therefore, | hereby approve Mr. Orr's recommendation and authorize the emergency
manager to.make such a filing on behalf of the City of Detroit and to take all actions that ’

are necessary and appropriate foward thatend.

Sincerely, : :

Richard D%A '

Governor
State of Michigan

13-53846-swr Doc 1221-6 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 11 of 41
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Revlazd D508

UNITED STATES BANKRUPTCY COURT
Egstern Distriet of Michigan

Inmre:

City of Detroif, Michigan,
o Crse No. 13-

Debfer, /

BANKRUPTCY PETITION COVER SHEET

{The debtar must camplete and file this form with the petition in every bankrapicy case. Tnstead of filling in the baxes on the pet:twn
requiring information on pnor and pending cages, the debiot may refer to thiy form.)

Part 1
*Companion cases,” as defined In L.B.R. 1073-1(b), are cases involving any ofthe foillowing: (1) The same deblor; (A corporation and amy majority
sharcholder thereof: (1) Affiliated corporations; {4) A partnership and any of Hs general partners; (5) An individual amihis or her general parfner; (6) An
individual end his or her spouse; or (7) Individuals or entities with any substantial identity of financial inferest or assets,

Has a "companion sese” to this case ‘ever been filed at any fime in this district ot any other district? Yes __ Mo X
(1 yes, complete Part 2.)

" Part2
Tor each companion case, state in chronological order of eases:

Not applicable

If the present case is a Chapter 13 case, staie for each companion case;

Not applieable
' ! Part3 -Ina Chapter 13 Case Quly
The Debior(s) certify, re: 11 U.S.C. § 1328(f: Not Applicable
{indicate which]

O Debtor(s) received a discharge issued in a case filed under Chapter 7, 11, or 12 during the 4-years before filing this cese, ‘
a ﬁcbtor(s) did notr-eaeive # discharge iss;ucd in g case filed under Chapter 7, 11, or 12 during the 4-yoers before filing this.case,
[ Debtor(s) received a discharge in & Chapter 13 cnse filed during the 2-yoars before filing this case,

[T Debtor(s) did not receive a discharge in & Chapter 13 cage filed during the 2-years before filing this case,

Z %pﬁt Thave read this form and fhat it is true and cotrect to the best of my mformatlon end bedicf.

B, O David G, Heiman (OH 0)38271)  Bruce Bennett [CA 1054303 Jonathan 8, Green (MI P33140)
noy Manager . Heather Lennox (OH 0059649)  JONES DAY . Stephen 8, LaPlante (MI PAR062)
CI ‘of Detroit JONEE DAY 555 South Flower Street MILLER, CAN'FIELD, PADDQCK
North Point Fiftieth Floor AND STONE, P.L.C.
901 Lakeside Avenus Loz Anpeles, CA 50071 150 Woest Jofferson .
Clovelund, O 44114 Tolephoner {213) 243-2382 Suits 2500
Tolephone; (216) 586-3939 Facsimile: (213) 243-2339 Detroit, MI 48226
Fucaimile; (216) 5§79-0212 bbepnett@jonesday.oom Telephons; (313) 96346420
jon Facsimiler (313) 496-7500
Blennyxf@ionesdav.com, ercen@millercanfield.com
Date: July 18.20 13 ATTORNEYS FOR THE CITY OF DETROIT, MICHIGAN
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B1 (Official Form 1) (04/13)

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN

i, 1

~..¢»‘B:§z‘“»‘ﬁ~

&

Name of Debtor (if individual, enter Last, First, Middle):
City of Detroit, Michigan

MName of Joint Debtor (Spouse) (Last, First, Middle):

AIl Other Narmes used by the Debtor in the [ast 8 years
(tnclude married, maiden, and frade names);

All Other Names nsed by the Joint Debtor in the last 8 ycars
(include married, maiden, and trade names):

Last four digits of Soc. Sec. or Individual-Taxpayer LD, (TTIN)/Complete EIN
(if raore than one, state all);
38-60{14606

Last four digits of Soe. Sec, or Individual-Taxpayer LD, {ITIN)/Complete EIN
(if more than one, state all):

Street Address of Debtor (No, and Strect, City, and State): Sireet Address of Joint Debtor (No. and Street, City, and State):
2 Woodward Avenue
Suite 1126
Detroit, Michigan
. I 48226 I lZIP CODE l
Coynty %5 Residence or of the Principal Place of Busingss; County of Residence or of the Principal Place of Business:
ayne
Mailing Address of Debtor (if different from street address); Mailing Address of Joint Debtor (if differest from street address):
[ZiF CODE | {ZIP CODE |
Location oanncipa] Assets of Business Debtor (if different from street address above):
2 [Z1p CODE ]
oy Type of Debtor Nature of Business Chapter of Bankruptey Code Under Which
(Form of Organization) (Check one box.) the Petition is Filed {Check one box.)
LWy {Check one box.)
[ _ [l Health Care Business [0 Ghapter? [3 Chapter 15 Petition for
= | O Individual (includes Joint Debtors) [0 Single Asset Real Estate as definedin | i  Chepter9 Recognition of a Foreign
o See Exhibit D on page 2 of this form. 11US.C, § 101(51B) ) Chapter11 Main Proceeding
MO Corporation (includes LLC and LLP) B Raitroad [0 Chepter12 O Chapter 15 Petition for
] Parmership O Stockbroker [0 Chapter13 Recognition of a Foreign
B4  Other (If debtor is not one of the above entities, check L Commodity Broker Nonmain Proceeding
this box and state type of entity below.) (] Clearing Bank
Municipality B Other
Chapter 15 Debtors ( Ta;-gﬂxer!ipt Ei}tig Nature of Debts
Country of debtor’s center of main interests; (Chack box, if applicable.) {Check one box.)
untry {1 Debts are primarily consumer B Debts are
O Debtor is a tas-exempt organization debts, defined In 11 US.C. primerily
Each ¢ountry in which a forelgn proceeding by, regarding, or under title 26 of the United States § 101(8) as "incurred by an business debts,
against debtor 1s pending: Code (the Inigrnal Revenue Code). “indlvidual primacily for &
personal, family, or
household putpase,”
Fillng Fee (Check one box.} Chapter 11 Debtors

Full Filing Fee sttached,

Filing Fee to be paid in installments (applicable to individuals only), Must attach
signed epplication for the pourt's consideration certifying that the debtor is
unable fo pay fee except in installments, Rule 1006(b), See Official Form 3A.

Filing Fee waiver requested (applicable to chapter 7 individuals only). Must
attach signed application for the comrt’s consideration, See Official Form 3B,

Check one box: } .
3 Debtor is 2 small business debtor as defined in 11 U.S.C. § 101(51D).
[0 Debtor is not a small business debtor as defined in 11 U.S.C. § 101(51D),

Check ifs
[0 Debtor’s aggregate noncontingent liguidated debts {excluding dehts owed to
insiders or affillates) are less than $2,490,925 (amount subiject 1o adiustment
on 4/01/15 and every three years thereqter).
Check all npplmable buxcs.
1 A plan is being filed with this petition.

[ Acooptances of the plan were solicited prepetition from one or more classes
of creditors, in accordance with 11 U.8,C. 8 1126(b).
Statistical/Administrative Information THIS SPACE IS FOR
COURT USE ONLY
| Debtor estimates that funds will be available for distibution to unsecured creditors.
O Debtor estimates that, after any exempt property is excluded and administrative expenses pmd, there wil! be no funds available for
distribution to unsecured creditors.

Estimated Number of Creditors

O 4 O (M| (IR X
149 50-99 100-199 200-999 1,000- 5,001~ 10,001- 25,001- 50,001 Cver

5,000 10,000 25,000 50,000 100,000 100,000
Estimated Assets
O O £ O O ] 0 [ 5
$010 $50,001t0  $100,00ftc  $300,001  $1,000,001  $10,000,001 $50,000,001 $100,600,001  $300,000,001  More than
$50,000  $100,000  $500,000 to 81 0§10 to 50 to $100 to $500 o $1 hillien $1 billion

million million million million million .
Estimated Liabilities
E O gl O CJ | M 1l ‘
50t 0,001t 100, om m ssoo 001 $1,000,001  $18,000,001  $50,000, 001 $100,000,001  $500,000,001 More than
O AR IIBNG (e ], WEed Q7B Faieied O7RRS 1606 PRt 1o
13-53846-swr DH@‘ Jrmfion Z/Tmilo nt kWi b 14 of 41
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B] (Official Form I} (04/13)

Pape 2

Voluntary Petition )
(This page must be completed and filed in every case.)

Name of Debtor(s): .
City of Detroif, Michigan

Al Prior Bankruptey Cases Filed Within Last 8 Years (If more than two, attach additional sheet,)

Location Case Number: Date Filed:
Where Filed:
Loeation Case Number: Dats Filed:
‘Where Filed; :

Pending Bankrupfcy Case Filed by amy Spouse, Partner, or Affiliate of this Debtor (If more than ong, attach additional sheet.}
Name of Debtor: Case Number; Date Filed:
District: Relationship: Judge:

Exhibit A Exhibit B

{To be completed if debtor is required to file periodic reports (e.g., forms 10K and
10Q) with the Securities and Exchange Commission pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934 and is requesting relief under chapter 11,)

[0  Exhibit A is attached and made a part of this petition.

{To be completed if debtor ks an individual
whose debts are primarily consumer debts,)

1, the attomncy for the petitioner named in the forsgoing petition, declare that 1 have
informed the petitioner that fhe or she] may proceed under chapter 7, 11, 12, or 13
of title 11, United States Code, and have explained the relief available under each
such ohapter. I further certify that [ have delivered to the debtor the notice required
by 11 U.S.C, § 342(b).

X
Signatare of Attormey for Debtor(s)

(Date)

Exhibit C
Does the debtor own or have possession of any property that poses or is alleged o pose a threat of imminent and identifiable harm to public health or safety?

| Yes, and Exhibit C is attached and made a part of this petition.
[0 No,

Exhibit D

*(To be completed by uva-ry individual debtor. ¥ a joint petition is filed, cach spouse must complete and attach a separste Exhibit D,)

[} Exhibit D, completed and signed by the debor, i attached and made a part of this petition.

If this i5 & joint pefition:

[ Exhibit D, also completed and signed by the joint debtor, is attached and made a part of this petition.,

-t

Informatien Regarding the Debtor - Venue
{Check any applicable box.)

Debtor has been domiciied or has had a residence, principal place of business, or principal assets in this District for 180 days imemediately

preceding the date of this petition or for a longer part of such 180 days than in any other District.

O

There is & bankruptcy case concerning debtor’s affifiate, general partner, of partuership pending in this District.

Debtor is a debtor in a foreign proceeding and has its principal place of business or principal assets in the United States In this District, or has

no principal place of business or esseis in the United States but Is & defondant in an action or proceeding [in a foderal or state court] in this
District, or the interests of the partics will be served in regard to the relief sought in this District.

1gan Court of Appeals 7/19/2013 12

Certification by a Bebtor Who Resides as a Tenant of Residential Properly
{Check all applicable boxes,)

Landlord has & judgment against the debtor for possession of debtor’s residence. {If bok checked, complete the following.)

{Name of landlord that obtained judgment}

{Address of landlord)

Debtor claims that under applicable nonbankruptey law, there are circumstances under which the debtor would be permitted to cure the

entire monetary default that gave rise to the judgment for possession, after the judgment for possession was entered, and

Debtor has included with this petition the deposit with the court of any rent that wonld become due during the 30-day period after the filing
of the petition.
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B1 (Offioial Form 1) (04/13)

Page 3

Yoluntary Petition Nams of Debtor(s):
(This page tiust be completed and filed 1 every case,) City of Detroit, Michigan
Blgnatores
Signature(s) of Debtor(s) IndlvidwalToint) Signature of a Foreign
Representative

1 declare under penialty of perjury that the informntion provided In this petitlon is true
and cormet, !
[If petitioner is an individual whose debts are primarlly consumer debts and has
chosen to file under chaptet 7] Tam awars that I mmay proveed under chapter 7, [1, 12
or 13 of title 11, United States Code, understand the vellof available ynder each such
chapter, end choose to proceed under chapter 7,

[If ne attorzey represents me and no bankruptey potition proparer signs the petition] T
have obtained and raad the natios required by 11 US.C, § 342{b).

"I request rellef In mcoordance with the chipter of title 11, Unlted Statos Cods,

specified n this petltion.
X

Signetors of Debtor
X

Signature of Joint Debtor

Telephone Number (I not ropresented by attorney)

T declare under penelty of perjury that fhe mformation pmvidiad in this petition js
true and porrect, that I am the foreipn representative of a debtor in o forsign| -
proceeding, and that T am authorized to fHe this petition.

(Check only one box,)
8

Trequest relief in accordance with chaptet 15 of title 11, Unlted States Code.
Certifled vapies of the documents reqalred hy 11 U8 C § 1515 are
] attached,

Pursuantte 11 T.8,C, § 151 1, Irequest relief in accordance with the
chapter of title 1] specifiad in this petition, A certified oagy of the
erdoer granting recognition of the foreigs main pmceedfng s
attached,

X

(Signafire of Foreign chl‘csarilaﬁvc)

.(Printed Name of Forelgn Representative)

Dafe

David G, Heilmazn Bruce Benmett: Joxnthen 8, Green
Heather Lennox JONES DAY Stephen 8, LaPlante
JONES DAY ‘555 South Flower Street  MILLER, CANFIELD
North Point Fiftieth Floor PADDOCK AND STCNE,
,901 Lakeside Avenue Los Angeles, CA 90071 PL.C,

Cleveland, OH 44114 Telr (213)243-2382 150 Wt Jofferson

Tel (216) 586-3939 Fax: (217) 2432539 Sulte. 2500

Faxi (216) 579-0212 bbenneii@jonesdny.co
dghei ones: 0!

n &

75 /2

I 2'Case in which § T07(b)(4)XD) spplies, this signature lso constitutes o .
cortification that the sttomey kas o knowledge after an Inquiry thet the Infbrmation
in (he sehedules Is incorrect,

Detrolt, M1 48226
Telt (313) 9636420
Fax: (313) 406-7500

) 4] ld. 0

Slgnature of Debior {Corporation/Parinership)

I doclare under jaen;alty of petjury that the infonmasion provided In this petition Is true
and correct, and that T have been suthorlzed to file this peittlon on behalf of the
debtor,

apter of title 11, United States

The debor requests the ralief in acgotdance with

Emergéncy Manager, City of Defroi
Title of Anthotized Individua!

2013

Date

Signature of Non-Atiorney Bankrupicy Petition Preparer

I declare under penalty of periury that: (I)I am a banlorupicy petitien preparer
a3 defined In 11 T.8,C. § 110; (2) 1 prepared this document for compensation and
have provided the debtor with a copy of this dooumont end the nefices and
information required wader 11 US.C, §§ 110(b), §10(h), ené 342(k); and,
(3) If rules or guidelines have been promulpated pursuant to 11 TIS.C, § 110}
setting & maximum fee for services chargaublo by bankruptey petition prepazets, I
heve given the. debtor nottes of the maximum amownt bafbre preparing any
dooument for filing for a debtor or accepting eny fee from the debton, as required in
thet seotion, Official Form 19 Is attached,

Printed Name and title, if ary, of Bankruptey Petition Preparer

Sacial-Seourily avmber (IF the bankniptay patition preparet is not 2a individoal,
- state the Soctal-Secutity number of the officer, principal, responsible person or
pactner of fhe bankaupicy petitton preparsr,) (Required by 11 US.C, § 110}

Address

X

Signature

Date

Signatyre of bankruptey petifion preparer or officer, principsl, responsible person,
oF parinor whose Sacial-Security nunther is provided above,

Wames and Soclal-Secnrlty numbers of all other individoals who pcharcd oy
assisted in preparing this document unless the bapkruptey pct.l['iun preparer is not an
individual,

If more then ons person prepared this document, attach ndditionsl shests
conforming to the appropriate official form for each person.

A Bankruptcy petition preparer’s fallure to comply with the previsions of 1ifle 11
and the Federal Rules of Bankruptey Procedure may result in fines or
imprisonment ar both, 11 US.C, § 110; 18 US,.C, § 1586

13—538. R U YR dlf()]/f7/f§“efr‘$tgr7é]c18ﬂ)‘cf1j7§1%ﬁ1zf22P 590886 of 41



B 1C (Offictal Form 1, Exhibit C) (9/01)

[If, to the best of the debtor’s knowledge, the debtor owns or has possession of property that poses or is alleged to pose a threat of
imminent and identifiable harm to the public health or safety, attach this Exhibit “C" to the petition.]

UNITED STATES BANKRUPTCY COURT

Eastern District of Michigan

‘Inre City of Detroit, Michigan, ] CaseNo, 13- :

Debtor.

Chapter 9

30:05 PM

EXHIBIT “C” TO YOLUNTARY PETITION

1. Identify and briefly describe all real or personal property owned by or in possession of the debtor that, to the best of the
debtor’s knowledge, poses or is alleged fo pose a threat of imminent and identifiable harm to the public health or safety (attach
additional sheets if necessary):

Certain properties owned by City of Detroit, Michigan (the "City") have been (a) identified by the
City as being structurally unsound and in danger of collapse and (b) scheduled for demolition {collectively,
the "Demolition Properties”). The Demolition Properties may pose a threat of imminent harm to public
health and/or safety. A list of the Demolition Properties is attuched hereto as Schedule 1.

To its knowledge, the City currently does not own any property that is a Superfund Site as
designated by the United States Environmental Protection Agency. The City currently owns (in whole or in
part) various so-called "Brownfields properties" (collectively, the "Brownfields Properties") regulated by
the Michigan Department of Environmental Quality. Currently, one or more private parties (rather than the
City) are addressing any identified envirommental conditions that might be present at the Brownfields
Properties. To the City's knowledge, none of the Brownfields Properties ate aileged to pose a threat of
imminent and identifiable harm to the public health or safety, A representative list of certain Brownfields
Properties is attached hereto s Schedule 2.

In addition to the foregoing, the City owns or is possession of approximately 60,000 parcels of
land within the City's geographic boundaries and more than 7,000 vacant structures that are not designated
as Demolition Properties or Brownfields Properties (collectively, the "Blighted Properties”). It is possible -
that some of the Blighted Properties could pose a threat to public health or safety. Although the City is not
aware of any Blighted Properties currently posing a threat of "imminent and identifiable harm," the City
notes the existence of these properties on this Exhibit C out of an abundance of caution.

2. With respect to each parcel of real property or item of personal property identified in question 1, describe the nature and
location of the dangerous condition, whether environmental or otherwise, that poses or is alleged to pose a threat of imminent and
identifiable harm to the public health or safety {attach additional sheets if necessary):

See attached Schedule 1 with respect to the Demolition Properties and the attached Schedule 2 with respect to the
Brownfields Properties.

RECEIVED by Michigan Court of Appeals 7/19/2013 12
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SCHEDULE 1

City of Detroit, Michigan Demeolition Properties

05 PM

-
Y

30

-
-
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‘ Property Property

Street Address Type Street Address Type
3922 147 Residential 20245 Derby Residential
3654 307 Residential 125 Dey Residential
12032 Abington Residential 14190 Dolphin Residential
2668 Anderdon Residential 229 Edmund Pl, Commercial
821 Anderson Commercial 3333 Edsel " Residential
13501 Appoline Residential 203 Erskine Residential
" 7593 Arcola Residential 209 Erskine Residential
14125 Ardmore Residential 4417 Ewers Residential
13476 Arlington Residential 19332 Exeter Residential
13544 Arlington Residential 16339 Exeter Residential
10384 Aurora Residential 20467 Exeter Residential
2457 Beaubien Commercial 1731 Fischer Residential
2486 Beaubien Residential 13556 Fleming Residential
14371 Bentler Residential 7666 W, Fort Commercial
5317 Bewick Residentiat 5334 French Rd, Residential
19411 Blake Residential 6007 Frontenac Commercial
19700 Bloom Residential 18627 Gable Residential
6072 Braden Residential 3727 Garland Residential
9665 Broadstreet Residential 3917 Garland Residential
9616 Bryden Residential 4466 Garland Residential
6810 Bulwer Commercial 4470 Garland Residential
1454 Barlingame Residential 4003 Gilbert Residential
13469 Caldwell Residential 12511 Glenfield Residential
2009 Campbell Residential 14232 Goddard Residentia)
14203 E, Canfield Residential 14239 Goddard Residential
19221 Cardoni Residential 11648 Grandmont Residential
19324 Carrie Residential 5801 Grandy [1] Commercial
7626 Central Residential 5801 Grandy [2] Commercial
2535 Chalmers Resideritial 2937 Grant Residential
8115 Chamberlain Residential 5589 Guilford Residential
13199 Charest Residential 222 8, Harbaugh Residential
20190 Charleston Residential 2900 Harding Residential
3164 Charlevoix Commercial 8815 Harper Commercial
5083 Chatsworth Residential 17226 Hasse Residential
5717 Chene Commercial 7975 Hathon Residential
3636 Cicotie Residential 19227 Havana Residential
3032 Clements Residential 19309 Havana Residential
1117 Concord Residential 19321 Havana Residential
6628 Crang Residential 19397 Havana. Residential
1243 Crawford Residential 7886 Helen Residential
2012 Dalzelle Residential 6200 Hereford Residential
20258 Danbury Residential 9905 Herkimer Residential
7787 Dayton Residential 1955 Highland Residential
8475 Dearbom Residential 1778 Holcomb Residential
1950 Dearing Residential - 4407 Holcomb Residential
1956 Dearing Residential 4412 Holcomb Residential
1960 Dearing Residential 7202 Holmes Residential
2027 Dearing Residential 9278 Holmur Regidential
8839 Dennison Residential 199235 Hoover Commercial

13-53805 2010 p & 201 HCHALAR A 7/ E5 e BA QTP L5 £ 5898 G018 of 41




10002 Nottingham

: Property . Property
Street Address Type Street Address Type
6360 Horatio Residential 5115 Nottingham Residentia]
15518 Idaho [1] Commercial 8811 Olivet Residential
15518 Idaho [2] Commercial 8917 Otsego Residential
12748 Hene Residential 15799 Parkside Residential
20136 Ilene Residential 18401 Pembroke Residentiai
15778 Iliad Residential 11172 Promenade Residential
5290 Ivanhoe Residential 2101 Puritan Commercial
6435 Julian Commercial 3807 Renville Residentigl
8545 Kenney Residential 1957 Richton Residential
13989 Kentucky Residential 534 W, Robinwood Residential
13301 Kercheval Commercial 6115 Rohns Residential
5525 Kopernick Residential 14381 Rosa Parks Blvd. Unknown
17137 Lamont - Residential 11735 Rutherford Residential
— 17208 Lamont Residential 6835 Seminole Residential
= 3839 Lanman Residential 5737 E, Seven Mile Commercial
fohd 5206 I.awndale Residential 2008 Sharon Residential
vy 2194 Lemay Residential 13422 Shields Residential
= 3958 Lemay Residential 10201 Shoemaker Commercial
= 1601 Liddesdale Residential 10956 Shoemaker Commercial
o 1029 Liebold Residential 6750 Sparta Residential
~ ~ 5065 Lillibridge Residential 14291 Spring Garden Commercial
— 15744 Livernois Commercial 4467 St, Clair Residential
o 12558 Longview Residential 6915 St John Residential -
— 12767 Loretto Residential 7180 St. John Residential
g 8881 Louis Residential 18805 _St. Louis Commercial
2 13441 Lumpkin Residential 1928 Stanley Residential
8:‘ 14242 Mack (a/k/a 3181 Lakewood) | Commercial 12746 Strasburg Residential
~ .12368 MacKay Residential 8104 Thaddeus Residential
e~ 12393 MacKay Residential 4332 Toledo _ Residential
A 12398 MacKay Residential 6195 Townsend Residential
g 1356% MacKay Residential 9778 Traverse Resgidential
o 13909 MacKay Residential 17231 Trinity Residential
o 13927 MacKay Residential 2634 Tuxedo Residential
< - 13952 MacKay - Residential 2522-4 Tyler Residential
Yy 13977 MacKay Residential 2660 Tyler Residential
o’ 13983 MacKay Residential 9526 Van Dyke Commercigl
R 459 Manistique Residential 2030 Vinewood Residential
= 12000 Mansfield Residential 5757 Vinewood Commercial
Q 8129 Marcus Residential 15451 Virgil Residential
O 4588 Marseilles Residential 15300 E. Warren (Bldgs. 101 & 102) | Commercial
= 9343 N. Martindale Residential 64 Watson Commercial
S 8320 Maxwsll Residential 6414 Willette Unknown
20 8326 Maxwell Residential 4364 Woodhall Residential
ng 4766 McDougall Commercial 11640 Woodmont Residential
g 2122 Meade Residential 12075 Woodmons Residential
> 2420 Meads Residential 12136_Woodmont Residential
> 3697 Medbury Residential 12153 Woodmont Residential
o 11654 Meyers Residential 11365 Yosemite Residential
8911 Mier Residential 11402 Yosemite Residential
Q 2652 Norman Residential
E Residential
j—
5.
=
~

-3-
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SCHEDULE 2

City of Detroit, Michigan Brownfields Properties

Name of Site

Description

Former Detroit Coke Site

7819 West Jefferson Avenus

Belleview Development (Uniroyal) Site

600 East Jefferson, 43-acre former Umroyal site located in the East
Riverfront District, bounded by Jefferson Avenue (to the north),
MacAtthur Bridge (to the east), Detroit River (to the south) and
Meldrum Street (to the west),

Riverside Park Site

3085 West Jefferson Avenue. West Grand Boulevard and 24th Street -
along the Detroit River.
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EMERGENCY MANAGER
CITY OF DETROIT

ORDER No. 13

FILING OF A PETITION UNDER CHAPTER 9
OF TITLE 11 OF THE UNITED STATES CODE

BY THE AUTHORITY VESTED IN THE EMERGENCY MANAGER,
FOR THE CITY OF DETRCIT
PURSUANT TO MICHIGAN’S PUBLIC ACT 436 OF 2012,
KEVYND, ORR, THE EMERGENCY MANAGER,
IsSUES THE FOLLOWING ORDER:

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

Pursuant to section 9(2) of PA 436 the EM “shall act for and in the place and stead
of’ * the Detroit Mayor and Clty 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
essentlal to the public health, safety, and welfare;” and

Pursuant to section 10(1) of PA 436, the EM may “issue to the appropriate local
elected and appointed officials and employees, agents, and coatractors of the local
government the orders the [EM] considers necessary to accomplish the purposes of this
act;” and

Section 18(1) of PA 436 provides that “[i]f, in the judgment of the [EM], no
reasonable alternative to rectifying the financial emergency of the local government
which is in receivership exists, then the [EM] may recommend to the governor and the
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state treasurer that the local government be authorized to proceed under chapter 9” of
title 11 of the United States Code (the “Bankruptcy Code™); and

Section 18(1) of PA 436 further provides that “[i}f the governor approves of the
[EM's] recommendation, the governor shall inform the state treasurer and the emergency
manager in writing of the decision.,., Upon receipt of the written approval, the -
emergency manager is authorized to proceed under chapter 9 [of the Bankruptoy Codel].
This section empowers the local government for which an emergency manager has been
appointed to become a debtor under [the Bankruptcy Codel], as required by section 109 of
[the Bankruptcy Code], and empowers the emergency manager to act exclusively on the
local government’s behalf in any such case under chapter 9” of the Bankruptcy Code; and

In accordance with section 18 of PA 436, the EM has recommended to
the Govemor of Michigan (the “Governor™) and the Michigan State Treasurer (the “State
Treasurer”) that the City be authorized to proceed under chapter 9 of thé Barkruptcy
Code (the “Recommendation™); and

The Governor has provided the State Treasurer and the EM with his written
approval of the Recommendation, a true and correct copy of which is attached hereto as
Exhibit A, thereby authorizing the City to proceed under chapter 9,

It is hereby ordered that:

1. The City shall file a petition for relief under chapter 9 of the Bankruptoy Code
(the “Petition”) in the United States Bankruptcy Court for the Eastern District of
Michigan (the “Bankruptcy Court”).

2. The City’s Corporation Counsel, financial advisors, outside legal advisors and
other officers and employees of the City, as applicable, are hereby authorized and
directed, on behalf of and in the name of the City, to execute and verify the
Petition and related Bankruptcy Court filings and perform any and all such acts as
are reasonable, appropriate, advisable, expedient, convenient, proper or necessary
to carry out this Order, as and to the extent directed by the EM or his designee.

. If any component of this Order is declared illegal, unenforceable or ineffective in
a legal or other forum or proceeding such component shall be deemed severable
so that all other components contained in this Order shall remain valid and
effective. :

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

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

RECEIVED by Michigan Court of Appeals 7/19/2013 12:30:05 PM
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6. The EM may modify, zescind, or replace this Order at any time, %/
Dated: July 18, 2013 "~ By , MD |
X . Otr '
, Emerggney Manager
City df Detroit
cc:  State of Michigan Department of Treasury

Mayor David Bing
Members of Detroit City Council

3
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- EXHIBIT A

Governor’s Written Approval of Recommendation
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STATE OF MICRIGAN

RICK SNYDER - EXECUTIVE OFFICE BRIAN CALLEY
GAOVERNOR LANSING i LT, GOVEANOH
VIA HAND AND ELECTRONIC DELIVERY July 18, 2013
Kevyn D. Orr
Emergency Manager
City of Detroit

Goleman A. Young Municipal Center
2 Woodward Ave., Sulte 1126
Detroit, Ml 48226

Andrew Dillon

State Treasurer

Michigan Department of Treasury
-4th Floor Treasury Bulilding

430 W. Allegan Street
Lansing, Ml 48992

Re: Authotization to Commence Chapter 9 Bankruptcy Proceeding

Dear Mr. Orr and Mr. Dillon,

| have reviewed Mr. Orr's letter of July 16, 2013, requesting my approval of his-
recommendation to commence a bankruptey proceeding for the City of Detroit under
Chapter 9 of title 11 of the United States Code. As you know, state law requires that
any such recommendation must first be approved by the Governor before the
emergency manager may take that step. MCL 141,1558. Forthe reasons discussed
below, | hereby approve that recommendation and authorize Mr. Orr to make such a

filing,
' Current Financial Emergency

In reviewing Mr. Orr’s letter, his Financial and Operating Plan, and his report to
creditors, it Is clear that the financial emergency in Detroit cannot be successfully
addressed outside of such a filing, and it is the only reasonable alternative that is
available. In other words, the City's financial emergency cannot be satisfactorily
rectified in a reasonable period of time absent this filing.

| have reached the conclusion that this step is necessary after a thorough review of all
the available alternatives, and | authorize this necessary step as a last resort to return
this great City to financial and civic health for its resldents and taxpayers, This decision
comes in the wake of 60 years of decline for the City, a period in which reality was often

GEQORGE W, ROMNEY BUILDING * 111 SOUTH CAPITOL AVENUE = LANSING, MICHIGAN 48809
www.michigan.gov ’
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ignored. | know many will see this as a low point in the City's history. If so, [ think it will
also be the foundation of the City's future — a statement | cannot make in confidence
absent giving the Clty a chance for a fresh start, without burdens of debt it cannot hope
to fully pay. Without this decision, the City’s condition would only worsen. With this
decision, we begin to provide a foundafion to rebuild and grow Detroi.

Both before and after the appointment of an emergency manager, many. talented
individuals have put enormous energy into attempting ta avoid this outcome. | knew
from the outset that it would be difflcult to reverse 60 years of decline in which promises
were made that did not reflect the reality of the ability to deliver on those promises, |
very much hoped those efforts would succeed without resorting to bankruptey.
Unfortunately, they have not. We must face the fact that the City cannot and is not
paying its debts as they become due, and is nsolvent, ‘

After reading Mr. Orr's Jetter, the Financial and Operating Plan, and the report o
creditors, 1 have come to four conclusions. :

1, Right now, the City cannot meet its basic obligations to its citizens,
2. Right now, the City cannot meet its basic obligations to Its creditors,

3. The failure of the City to meetits obligations to its citizens Is the ptimary cause of ite
inability to meet its obligations to its creditors.

4. The only feasible path to ensuring the City will be able to meet obligations in the
future is to have a successful restructuring via the bankruptey process that recognizes
the fundamental importance of ensuring the City can meet its basic obligations to ifs

" citizens.
I will explain how | came fo each conclusion.

Inability to Meet Obligations fo its Citizens. As Mr. Orr's Financlal and Operating
Plan and the June 14 Creditor Proposal have noted, the scale and depth of Detroits
problems are unique. The City's unemployment rate has nearly tripled since 2000 and is
more fhan double the national average. Detroit's homicide rate is at the highest level in
nearly 40 years, and it has been hamed as one of the most dangeraus citles In America
for more than 20 years. lts citizens wait an average of 58 minutes for the police fo
respond to their calls, compared to a national average of 11 minutes, Only 8.7% of
cases are solved, compared fo astatewide average of 30.5%. The City's police cars,
fire trucks, and ambulances are so old that breakdowns make it impossible to keep up
the fieet or properly carry out their roles. For instance, only a third of the City's
ambulances were in setvice in the first quarter of 2013. Similarly, approximately 40% of
the City's street lights were not functioning in that quarter and the backlog of complaints
is more than 3,300 long. Having large swaths of largely abandoned structures --
approximately 78,000 — creates additionaj public safety problems and reduces the
quality of life in the City. Mr. Orris correct that meeting the obligations the City has fo
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its citizens to provide basic services requires more revenue devoted to services, not
less.

Inability to Meet Obligations to Its Creditors. The City has more than $18 billion In
accrued obligations. A vital point in Mr. Or's letter is that Detroit tax rates are at their
current legal limits, and that even if the City was legally able to raise taxes, its residents
cannot afford to pay additional taxes, Detroiters already have a higher tax rate than
anywhere in Michigan, and even with that revenue the City has not been able to keep
up with its basic obligations, both to its citizens and creditors. Detroit simply cannot
raise enough revenue to meet its current obligations, and thatis a situation that is only
projected to get worse absent a bankruptcy filing.

Failure to Meet Obligations to Citizens Creates Failure to Meet Obllgations to
Creditors. Mr. Orr's letter and prior report put in stark reality the dramatic impact of the:
City's plummeting population, While many who love Detroit stilt live there, many other
Detroiters at heart could not justify the sacrifice of adequate services, The City's
population has declned 63% from its peak, including a 28% decline since 2000. That
exodus has brought Datroit to the point that it cannot satisfy promises it made in the
past. A decreasing tax base has made meeting obligations to creditors impossible. Mr.
Orr is correct when he says the City cannot raise the necessary revenue through tax
increases, and it carnot save the necessary revenue through reducing spending on
basic services. Attempts fo do so would only decrease the population and tax base
further, making a new round of promises unfulfillable.

Only One Feasible Path Offers a Way Out. The cilizens of Detroit need and deserve

a clear road out of the cycle of ever-decreasing services, The City's creditors, as well

as its many dedicated public servants, deserve fo know what promises the City can and
will keep. The only way to do those things is to radically restructure the City and allow it -
to reinvent itself without the burden of impossible obligations. Despite Mr. Orr's best
efforts, he has been unable to reach a restructuring plan with the City's creditors. |
therefore agree that the only feasible path to a stable and solid Detroit is to file for

bankruptcy protection.

The past weeks have reaffirmed my confidence that Mr. Orr has the right priorities when
it comes to the City of Detroit. | am reassured to see his prioritization of the needs of
citizens to have improved services. | know we share a concern for the public
employees who gave years of service to the City and now fear for their financial fuiure
in retirement, and 1 am confident that all of the City's creditors will be treated faitly in this
process. We all believe that the City’s future must allow it to make the investment it
needs in talent and in infrastructure, all while making only the promises it can keep. Let
us remaln in close communication regarding measures Mr. Orr might take so we can
discuss the possible impacts that might ocour both within and outside of the City.

]
H
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Contingencies

2012 PA 438 provides that my approval of the recommendation to commence a Chapter
9 proceeding may place contingencles on such a filing, MCL 141.1558(1). f am
choosing not to impose any such contingencies today. Federal law already contains the
most important contingency — a requirement that the plan be legally executable. 11

USC 943(b)(4).

Conclusion

In conclusion, 1 find Mr. Orr's Recommendation Letier to be persuasive, especialfy in
 conjunction with his prior reports faying out the level of services the City can provide
“and its financial ablity to meet its obligations to creditors. [am also convinced that Mr.

Orr has exercised his best efforts to arrive at a restructuring plan with the City's

ereditors outside of bankruptey, to no avail. Given these facts, the only feasible path o

sustainability for the City of Detroit Is a filing under chapter 9 of the bankruptcy code.

Therefore, | hereby approve Mr. Orr's recommendation and authotize the emergency

manager to make such a filing on behalf of the City of Detroit and to take all actions that

are necessary and appropriate toward that end.

Sincerely,

o

Richard D. Snyder
Governar
State of Michigan

RECEIVED by Michigan Court-of Appeals 7/19/2013 12:30:05 PM
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. STATE OF MICHIGAN
IN THE CIRCUIT COURT FOR. THE COUNTY OF INGHAM

GRACIE WEBSTER and
VERONICA THOMAS,

Plaintiffs,
Vg

THE STATE OF MICHIGAN;
RICHARD SNYDER, as Governor
of the State of Michigan; and
ANDY DILLON, as Treasurer of
the State of Michigan,

Defendants.

Goeo- [3=T34 ~C2
W #\D}’

JOHN R. CANZANO (P30417)
McKNIGHT, McCLOW, CANZANO,
SMITH & RADTKE, P.C, - '
Attorneys for Plaintiffs

400 Galleria Officentre, Suite 117
Southfield, MI 48034

248-354-9650
jeanzano@rmichworklaw.com

MOTION FOR DECLARATORY JUDGMENT

AND EXPEDITED HEARING PURSUANT TO MCR 2.605(D),

" OR IN THE ALTERNATIVE FOR PRELIMINARY INJUNCTION,

alternative, a preliminary injunciion in their favor.

For the reasons stated in the atta_che& bricf, Plaintiffs request that this Court order an

expedited hearing and grant a declaratory judgment and permanent injunction, or, in the

Date: . July 3, 2013
13-53846-swr Doc 1221-6
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MeKNIGHT, ¥cCLOW, C. 'NgANo,
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Toffa R. Canzano (730417
orneys/for Plaintiffs
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Southfield, M1 48034 -
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STATE OF MICHIGAN ,
IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

GRACIE WEBSTER and
VERONICA THOMAS,
Plaintiffs,
Vs , A : lCaseNo'. ['2»734./,-CZ
Hon. £ ,anmny
THE STATE OF MICHIGAN; '
RICHARD SNYDER, as Governor

of the State of Michigan; and
ANDY DILLON, as Treasurer of
the State of Michigan,

Defendants.

JOHN R. CANZANO (P30417)
McKNIGHT, McCLOW, CANZANQ,
SMITH & RADTKE, P.C.

Attorneys for Plaintiffs

400 Galleria Officentre, Suite 117
Southfield, MI 48034

248-354-9650 ;
joanzano@michworklaw.com

BRIEF IN SUPPORT OF MOTION FOR
DECLARATORY JUDGMENT AND EXPEDITED
HEARING PURSUANT TO MCR 2.605(D), OR
IN THE ALTERNATIVE FOR PRELIMINARY INJUNCTION, |

This action seeks a dreclaraiory judgment that the “Local Financial Stability and Choice -
Act,” 2012 PA 436, MCL 141.1541 ef seq. (“PA 436”) is unconstitutional in. violation of Article -
X Section 24 of the Michigan Constitution, which expressly protects vested pension rights by
requiring that “[tJhe accrued financial benefits of each pension plan and retirement system of the

state and its political subdivisions . . shall not be diminished or impaired .,
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Pursuant to MCR 2.605(D), “[t]he court may order a speedy hearing of an action for
declaratory relief and may advance it on the calendar” in appropriate cases. This is such a case.
Plaintiffs, a City of D;n'oit pensioner who refired 13 years ago, and a City of Detroit employee
with 17 yeats of accrued vested service, are facing an inmminent threat that their vested pension
rights will be irreparably: and pe1manent1$r diminished and impaired in a Chapter 9 bankruptey
proceeding authorized by PA 436, in ditect violation of Article IX Section 24 of the Michigan
Constitution, In the alternative, Plaintiffs are seeking a preliﬁﬁnm‘y injunction eﬁj olnihg
Defendant Governor Snyder and Defendant State Treasurer Dillon from authorizing a Chapter 9
banlduptcy under PA 436,

| FACTS

Plaintiffs incorporate herein the facts stated in the Verified Complaint, This case presents
essentially a pure question of law. The pertinent facts are not in dispute,

Kevyn Orr currently serves as lthe Emergency Manager of the City of Detroit under PA
436. Under Section 18 of PA 436, Defendant Governor Snyder is empowered to authorize O to
file for Chapter 9 bankruptcy on behalf of the City if the Governor approves the Emergency
Managet’s 1'§commendation to do so. |

On June 14, 2013, Emergency Manager Ort jssued a “Proposal for Creditors” which
expressly states that “there must be significant cnfs in accrued, vested pension amounts for
both active und currently retired persons,” .-The same day, Emergency Manager Orr publicly
threatened, in an interview with the Deiroit Free Press -E;litoria} Board, that vested pension
benefits will not be protected in a Chapter 9 pro;:eeding aut-horized by the Governor pursuant to
PA 436, and that any state laws protecting vested pension benefits will “not , . . protect” refirees

in bankruptcy court. As the Emergency Manager stated in the interview:

2 .
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Q. You said in this report that you don’t believe there is an obligation under
' our state constitution to pay pensions if the city can’t afford it?

A, The reason we said it that way is o quantify the bankruptey question, We
think federal supremacy trumps state law.

Q. Which the Ninth Circuit agrees with for now.
A.  ltis whatitis - so we said that in a soft way of saying, “Don’t make us go
info bankruptcy.” If you think your state-vested pension rights, either
as an employee or a retiree - that’s not going fo protect you. If we
don’t reach an agreement one way or the other, we feel fairly
confident that the state federal law, federalism, will trump state law
or negotiate, The irony of the situation is we might reach a deal with
creditors quicker because employees and retirees think there is some
benefit and that might force our hand, That might force a bankruptcy.
(Emphasis added.)
LAW
Plaintiffs are enfitled to a declaratory judgment that PA 436 is unconstitutional in
violation of Article IX Section 24 of the Michigan Constitution, because PA 436 permits accrued
pension benefits to be diminished or impaired in direct contravention of the Constitution. Article
IX Section 24 provides that “[t]he accrued financial benefits of each pension plan and retirement
system of the state and its political subdivisions shall be a coniractual obligation thetreof which
shall not be diminished or impaired thereby.” There could not be a more clear and plain
constitutionat mandate, Article IX Section 24 means what it says: accrued pension benefits
“shall not be diminishied or impaired.” See, AFT Michigan v State of Michigan, 297 Mich App
597, 610; 825 NW2d 595 (2012); Mr Clemens Firefighiters Union, Local 838, IAFF v City of Mt
Clemens, 58 Mich App 635, 644; 228 NW2d 500 (1975). The Official Record of the 1963
Constitutional Convention further supports that no governmental entity or its officials can do

anything to diminish or impair vested pension benefits:

This is a new section that requires that accrued financial benefits of each pension
plan and retirement system of the state and its political subdivisions be a

3
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contractual obligation which cannot diminished or impaired by the action of its
officials or governing body.

2 Ofﬁcial Record, Constitutional Conventic')n 1961, p. 3402 (emphasis added)

Chapter 9 of the U.S. Bankruptey Code, 11 USC §§901 ef seq., provides a process by
which a municipality may file for bankruptey. However, bécause of federalism concerns and to
protect the states’ sovereignty, Chapter 9 prohibits a municipality from filing for bankruptey

~ unless “sgeoiﬂcaily authorized, in its capacity as a municipality or by name, fo be a debtor under ‘
such chapter by State law, or by a governmental officer or arganization empowered by State law
to authorize such entity to be a debtor undér such chapter.” 11 USC §109(c)(2). Indeed, many
states simply do-not authorize their municipalities to file for bankruptey at all. Absent such
authorization, federél bankrupfcy courts have no jurisdictioﬁ under Chapter 9 over a municipality

Casa debtor,‘ See Ashfon v Cameron County Water District No 1, 298 US 513; 56 8Ct 892:.80 L
Ed 1309 (1936); and United States v Bekins, 304 US 27, 58 5 Ct 811; 82 L Ed 1137 (1938),

Section 18 of PA 436 authorizes a municipality to commence Chapter 9 bankruptey
proceedings if the emergency manager appointed under PA 436 recommends, and the Govemof
authorizes, that the municipality file for bankruptey under Chapter 9. .

Notably, PA 436 explicitly recognizes- that accrued pension benefits shall not be
diminished or impaired outside the bankruptcy context. But PA 436 nowhere requires that the
Governor s]aaﬁ not authorize a Chapter 9 bankruptey filing if acerued pension benefits may be
diminisﬁed or impaired thereby in violation of Article IX Scction 24. For exaniple, Scction 11 of
PA 436 i'equires that an ernergency manager de-\rel.op a wiitten finaucial and operating. plan for
the local government and that such plan “shall provide” for “the timely depdsit of required
payments to the pension fund for the local government,” For example, Section 13 of PA 436

authorizes the emergency manager to eliminate the salary, wages or other compensation and

4
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benefits of the chief administrative officer and members of the governing body of the local
government, but expressly provides that “it]his section dpes not authorize the impairment of
vested pension benefits.” For example, Section 12(m) of PA 436 authorizes an emergency
manager under certain circumstances to be appointed as the sole trustee of a local pension board
and to replace the exisﬁng trustees, and requires that “the emérgency manager shaIi fully comply
with . . . Section 24 of Axticle IX of the state constitution . . .” when acting as the sole trustee,

By contrast, Section 18 of PA 436, Whiéh empowers the Gpvemor to authorize a
muﬁicipality to file for bankruptey under Chapler 9, nowhere requires that the Governor shall not
authorize such filing if accrued pension benefits majr be wunconstitutionally diminished or
impaired.l Clearly, the Legislature understood and honored the constitutional mandate not to
diminish or impair accrued pension benefits outside of baniciuptcy. Just as clearly, the
Legislature omritfed any constitutional protection against the impéimnent or diminishment of
accrued pension benefils when the Governor authorizes a Chapter 9 bankruptey filing under
Section 18 of PA 436. In other woxrds, by expressly includiﬁg the protection of Article IX
Section 24 in various sections of' the law, but not Section 18, PA 436 plainly excludes those
protections from. Section 18.1 Accordingly, PA 436 is uﬁconsti‘zutianal on its face because it
does not prohibit a-municipality from proceeding under Cﬁapter 9*ianccrued pension benefits
may be unconstitutionally diminished or impaired, in violation of Article IX Section 24 of the
Michigan Constitution.

Plaintiffs are entitled to a declarafory judgment that PA 436 irunconsﬁtutional under

Article IX Section 24 of the Michigan Constitution because PA 436 does not prohibit the

! This conclusion is supported by the traditional maxim “expressio unius est exclusio

- alferius” (fo express one thing is to exclude another). See, e.g., Smitter v Thornapple Twp,
Mich , 2013 Mich Lexis 912, *19, n 34 (June 19, 2013); Jokhnson v Recca, 492 Mich 169,
176, 0. 4; 821 N'W2d 520 (2012). | .

, 5 .
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Goveﬁmr from authorizing a Chépter 9 bankruptey filing which threatens to unconstitutionally
diminish or impaif the Plaintiffs® accrued pension benefits,

Plaintiffs’ need for a Declaratory Jngment is urgent. The facts éhow that a request by
the Emergency Manager to proceed under Chapter 9 is imminent, because he has given every
indication that he intends fo impair or diminish accrued pension benefits in contravention of
Article IX Section 24 of the Michigan Constitution. Plaintiff’s’ rigﬁts under the Michigan
Constitution not to have their Iﬁension benefits “diminished or impaired” can only be guaranteed
if this Court acts before the Governor approves -a request to proceed under Chapter 9,

This case presents an actual contro;rersy entitling Plaintiffs to a declaratory judgment
because the facts indicate “an adverse interest necessitating the sharpening of the issues.raised.” -
Lansing School Education Ass v Lansing Bd of Educ, 487 Mich 349, 372 n20; 792 NW2d 686
(2016), quoting Associated Builders and Contractors v Wilbur, 472 Mich 117, 126; 693 NW2d
374 (2005). Plaintiffs are entifled to a declaratory judgment here “to obtain adjudication of rights
before an actual injury occurs {and] to settle a matter before it ripens into a violation of the law .
. " Rose v State Farm Mutual Auto Insurance Co, 274 Mich App 291, 294; 732 NW2d -160
(2006). (emphasi—s supplied)

This case presents the classic case for-dec]aratory relief. Plaintiffs cannot wait to proteci—
their constitutional rights until after the Governor authorizes a Chapter 9 filing, “Declaratory
relief is designed to give litigants access to courts to preliminarily dete;nﬂne their rights, ... the
court is not ﬁrecluded from reaching issues before actual injuries or loses have occurred.” City
of Detroit v State of Michigan, 262 Mich App 542, 550-551; 686 NW2d 514 (2004), citing
Shavers v Attorney General, 402 Mich 554, 588-539; 267 NW2d 72 (1978) (explaining that
plaintiff’s request for declaratory relief “does not rely on the state having already violated the

zoning ordinance [but] rather properly requests a determination whether the state had the

6
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auﬂmrity to proceed as planned”). Moreover, the Emergency Manager is admittedly using the
threat of bankruptey to force ‘vested pensioners and employees to accede to his aftempts to
diminish and impair their accrned benefits now. Thus the harm to Plaintiffs is both imminent
and actual. | |

Under MCR 2.605(]3), this Court can and should order a speedy hearing and advance ﬂlis
case on the calendar, The need is urgent, See, Longhofer, 3 Michigan Courz“ Rules Practice
§2605,7 at 390, (Speedy hearing under 2.605(D) “will be done most frequently in actions
involving clear-cuf legal issues of public importance, with no factual issves to be tried”), See
also, Kuhn v Department of Treasury, 384 Mich 378, 386-387; 183 NW2d 796 (1971) (“moving
party is entitled to an expeditious disposition by the courts so that the right , . . guaranteed by the
constitution is not jeopardized,”); State Farm v Savickas, 1998 Mich App Lexis 984 (1998) (trial
court accelerated trial and entered judgment, as authorized by MCR 2.605(D)).

In the alternative, Plainiiffs are entitled to a preliminary injunction. In deciding whether
to issue a preliminary injunc;.ﬁon, the court must weigh the following 'factors: |

Whether (1) the moving party made {a] required cicmonstration of irreparable |

harm, (2) the harm to the applicant absent such an injunction outweighs the harm

it would cause to the adverse party, (3) the moving party showed that it is likely to
prevail on the merits, and (4) there wﬂl be harm fo the public interest if an
injunction is not issued.

First, Plaintiffs wiil be irreparably harmed if the Governor authorizes a Chapter 9 filing in
which the BEmergency Manager has stated he intends to diminish or impair vested pension
benefits in violation of Article IX Section 24.‘ Becanse bankruptey may foreclose further options
or financial relief, this is not a case where money damages could remedy the constitutional
impairment of Plaiﬁﬁff* s pension rights, Second, the Governor and Treasurer will not suffer any

harm if they are enjoined from authorizing a Chapter 9 bankmptcy that would violate the

Constitution's protection for Detroif's vested pensioners and employees, *“[I}f the plainfiff shows

‘ 7
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a substantial likelihood that the challenged law is unconstitutional, no substantial harm to others
can be said to inhere its enjoimﬁen " Déja vu of Nashville v Metro Gov't of Nashville and
Davidson City, 274 F3d 37 7,400 (CAG6, 2001). Third, for all the reasons stated above in support
of a declaratory judgment, Plaintiffs are likely to succeed on the merits. Fourth, the public
interest will be saved by upholding the Constitution's protectic‘m‘ for thousands of long term City
of Detroit retirees.

CONCLUSION

Plaintiffs respectfully request that this Court grant a declaratory judgment and permanent
injunction and/or preliminary injunction in their favor, as specified in the Verified Complaint.
Respectfilly submitted,

McKNIGHT, McCLOW, CANZANO,

: :
John R.\Cahzano (PR0417)
1\&ttom s far Plaingiffs
4Q0 Galleria Officentre, Suite 117

Southfield, MI 48034
248-354-9650
jeanzano@michworklaw.com

Date: July 3,2013

8
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Jul 180 2013 5:00PM ‘ No. 3437 P &

STATE OF MICHIGAN

IN THE CIRCUIT COURT FOR THE COUNTY OF INGHAM

GRACIE WEBSTER and
VERONICA THOMAS, |
Plaintiffs, | _ No. 13-734-CZ
v ' HON, ROSEMARIE AQUILINA

'THE STATE OF MICHIGAN, RICHARD
SNYDER, as Governor of the State of
Michigan, and ANDY DILLON, as Treasurer

of the State of Michigan,

Defendants. /
John R, Canzano (P30417) Thomas Quasarario (P27987)
McKnight, McClow, Canzano, Smith & Radtke, Brian Devlin (P34685)
P.C. : Assistant Attorneys General
Attorney for Plaintiffs Attorney for Defendants
400 Galleria Officentre, Suite 117 P.0. Box 30764
Southfield, MI 48034 Lansing, MI 48909
(248) 364-9650 : (517) 373-1162
jeanzano@michworklaw, com quasaranpt@michigan,gov

devlinb@michigan.gov

ORDER DENYING DEFENDANTS' REQUEST FOR STAY

At a segsiof of the Cinepit Court
On VA E J‘gbefm‘e .
HON, ROSEMARIE ¥ AQUILINA -

\J
Defendants having requested a Stay of Plaintiffs request for Préliminary

Injunction and at the Show Cause Hearing having been held on July /< . 2013;
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Jul 18 2013 bougrmo : No. 5430t )

- IT IS HERERY ORDERED, for the reasons stated on the record, that

PRDER To & Fi)}{d@fb{ﬁ‘ﬁ}r Of-ﬂ ORDER. S FAUTALS FrriEpC

Defendants” Request for a'Stay of this permding ap
MO Tk A2 PRES A A4 IERY A7 A 17 O,Ur’rg;t) 77‘7'55@1 e S MC/Z/E'«“ D

SN THE EORPER S PEMIED, .
o ?j O
IT 1S SO NRDERED HON. ROSEMARIE E. AQ LINA‘P 7
. COURT OF CLAIMS JUDGE |
2 ,
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BEFORE THE HON, ROSEMARIE AQUTLINZ,‘CIRCUIT JUDGE

Ingham County, Michigan - Thursday, July 18, 2013

LPPEARANCES:

For Plaintiffs Retirement Systems:
RONALD A. KING (P45088)
MICHAEL J. PATTWELL (P72419)
CLARK HILL PLC
212 East Grand River Ave.
Lansing, MI 48306

For Plaintiffs Webster, et al.:
JOHN R. CANZANC (P30417)
Smith & Radtke, PC
400 Galleria Officentre, S5te. 117
Southfield, MI 48034

For Plaintiffs Flowers, et al.: .
WILLIAM A. WERTHEIMER (P26275)
Attorney at Law
30515 Timberbrock ILane
Bingham Farms, MI 4B025

For the Defendants: THOMAS QUASARANO (P27982)
Assistant Attorney General
State Cperations Division
P.C. Box 30754
Lansing, MI 48909

REPORTED BY: Melinda I. Dexter, RMR, RPR, CSR-46Z9°

Official Court Reporter
313 W. Ralamazoo

Post .Office Box 40771
Lansing, MI 489%01-7371
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1 1 Counsel?
2 Thursd'ay,July 18, 2013 - At 4:15 p.m. 2 MR. KING: Your Honor, Ron King again on behalf
3 MR, KING: Goed afternoon, 3 of the Plaintiffs, the Detroit Retirement Systems. We
4 THE COURT: Good afternoon. We have everybody | 4 -might need to beg the Court’s indulgence. While we
5 here? ' 5 appreciate that you have seen us on very short notice,
6 MR. KING; They are, 6 we've been advised that the City has filed, and we're
7 THE COURT: All right. This is Docket 7 pulling it up on the electronic filing system, so we
s 13-768-CZ, the General Retirament System of the City of g8 might need a few minutes here to figure out our very next
5 Detroit and the Police and Fire Retirement System of the 3 step. '
10 City of Detroit versus Kevin D. Orr, in his official 10 THE COURT: Okay.
11 capacity as the Emergency Manager of the City of Detrolt, i1 MR. KINC: Because the effect of a bankruptcy
12 and Richard Snyder, fn his official capacity as the ) 12 filing, if, in fact, that's ~ we're tryirig to conform
13 Governor of the State of Michigan. ‘ 13 that. We think, in fact, it has been filed here within
14 Counsel, your appearances for the record. 14 the last half hour. So we probably need abouta
15 MR, KING: Good afternoon, your Honor. Ron 15 ten-minute recess here, If the Court would indulge us. |
15 King with Clark Hill on behalf of the Plaintiffs, the 16 know you have another matter.
17 General Retiremant System of the City of Detroit and the 17 THE COURT: Do we want to make a phone call?
18 Police and Fire Retirement System of the City of Detroit. 18 MR. KING: Yeah. We can, but we're pretty — ~
18 THE COURT: Welcome. 1% THE COURT: Well, here's the thing: If they
20 MR, KING: Thank you, 20 haven't filed, we need to hurry-up and proceed. If they
21 MR. QUASARANO: Your Honor, if | may, Thomas 21 have filed -
22 Quasarano, Assistant Attorney General, that will be 22 MR. KING: We're pretty confident that they
23 appearing in this case on behalf of the Defendant. ! 23 filed.
24 believe the Defendant was served yesterday. We have not | 22 * Right?
25 recelved a request for representation, but 'm very 25 [ mean, we're pulling it up, Yeah. It's been
4 5
1 likely going to be asked 1o represent the Governor. 1 confirmed. So I'm not sure where that leaves us with
2 THE COURT: Sir? z this proceeding because it's going to he pretty hard to
3 MR. WERTHEIMER: Excuse me, your Hornor, 3 undue. It's been done.
4 William Wertheimer. | apclogize for my dress. 4 MR. WERTHEIMER: There is no automatic stay in
5 THE COURT: No problem. | know it's last 5 this,
& minute. | don't care how people are dressed, Jt's more 6 MR. KING: Yeah. What we're here for - the
7 important that you are here. ’ 7 really—
g~ MR. WERTHEIMER: Thank you, your Honor. fwas |8 What counsel s saying is there iso automatic
g here to file my reply.brief today for the Monday hearing.’ 9 stay with respect to this proceeding. Se in our
10 | am now here knowing that this motion has baen filed, 10 judgment, this matter will proceed, What you have before
11 and I wanted to enter my appearance, 11 you, however, is a motion for temporary restraining order
12 THE COURT: Alf right. You may have a seat. 12 1o enjoin certaln conduct that's already occurred. So
13 There Is plenty of room for ali. : . 13  I'm not sure that we really have a lot of husiness In
14 MR. WERTHEIMER: Thank you. 14 frent of the Court at this moment, but [ would like to
15 MR. CANZANO: Your Honor, excuse me, John 15 just confer for about ten minutes on that issue because
16 Canzano, Plaintiffs' attorney in the Webster case. Same 16 we will proceed' in the case. And if we're here and you
17  as Mr. Wertheimer, we just found out about this. I'm 17 want to take the time to set some sort of expedited
18 here. My reply brief is being filed. | have a judge's 18 briefing schedule, we could do that also.
19 copy here somewhere. 19 it's quite likely that you, your Honor, will be
20 THE COURT: All right. Have a seat. 20 able to make a ruling on the merits of this case in
21 MR. KING: Your Honor -- 21 advance of whatever oceurs in the context of a Chapter 9
22 THE COURT: Anybody else? 2z filing.
23 MR. PATTWELL: Your Honor, Michael Pattwell 23 THE COURT: 1 plan on making a ruling on
24 from Clark Hill on behalf of Plaintiffs. 24 Monday. | could make a ruling tomorrow, if push came to
25 THE COURT: Thank you. 25 shove, but Monday would probably be soon enough. [am

Entered 10/17/13 14:22:01 Page 3 6f 7
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] 1 we should find out from the Office of the Attorney

2 as lwill. 2 General whether the Governor has authorized a bankruptcy

3 MR. KING: Ygzh. I'm not sure, but well see. 3 that has done the act that we were attempting to enjoin

4 Emean, there might ~ but, nevertheless, so we should ~ 4  and that they knew we were attempting to enjoin and that

5 If you're prepared to rule on the merits on 5 they've known for the last two weeks and that they're

& Monday, again I'm not sure what — if there s much & filing briefs on saying that it's not ripe, The

7 business for us left to do bafore the Court today. 7  attomeys for the Government have represented to this

8 THE COURT: Unless some kind of —t dan't 8 Court that our motion is not ripe.

9 reafly have any authority over them, sa. 9 THE COURT: | just recefved a note from my law
10 MR, KING: Right. 10 derk that says the bankruptey was filed at 4:06. ,
1t THE COURT: | don't think anything - 11 MR. KING: Right. Your Honor, sa what we'd
12 Counsel? , 12 fike to do here is amend our emergency motion for
13 MR. WERTHEIMER: Your Honor, the motion that's {13 temporary restraining order and get It and request from
14 up for Monday, our motion at Jeast that's up for Manday, 14 this Court an order enjoining the Governor and the
15 s a request for a preliminary Injunction to enjoin the 15 Emergency Manager from taking any further action in tha -
16 Governor, We have no evidence the Governor has 16 bankruptcy proceeding, and we'll modify our order ta that
17 authorized any bankruptcy, and we would not only wantto |17  effect. ' '
18 go forward on Monday but ask that the motian for 18 MR. WERTHEIMER: | would join that as to the
1¢  preliminary injunction be moved up to nbw, hopefully, to 19 Governor. We have not sued the Detyolt Emergency
20 tomorrow morning if the Court will not hear It now. But 20 Manager, but | would orally join in that motion as to the
21 Idon't think there is any reason why tha Conft cannot 21 Governor and the Secretary of the Treasury,
22 hear our maotion for preffminary injunction, ' 22 MR. CANZANO: | would say the same in our case.
23 I'm not talking about In terms of tha Court's 23 We're not joining their motion but we're making a motion
24 preparedness but in terms of the apparent filing. They 24 in our case that would be the same as theirs only against
25 may have filed, But nobody ~ [ asked the Governor's 25 the Governor. ‘

| 8 10

1 Office before we came in here — er, the Attorney Genaral 1 THE COURT: Grapted, as to all of your

2 whether they could make any representations to me that 2 reguests.

3 would ohviate the need for me going forward, and they. 3 How soon are you going to present me with an

4 could not, . 4 order? '

5 S0 we've got a written, fully briefed request/ 5 " MR. KING: Right now,

6 muotien for preliminary injunction, The Attorhey 6 THE COURT: All right,

7 General’s Office has briefed it. Time is obviously.of 7 MR. KING: We just need to mark up the order

B the essence. |'would suggest titat the Court hear our g that we have for the Court. '

9 moation to preliminarfly enjoin the Governor authorizing a 9 THE COURT: Absolutely,
10 bankruptey now. ) ' 10 MR. QUASARANO: Your Horor, if | may, we would
11 MR. CANZANO: Your Honor, | would make 11 ask that the Court stays enforcement of the order, and
12 essentfally the same request except that our motion, 12 your ruling on that would be appreciated st this time.
13 although it seeis preliminary injunctive rellef in the 13 THE COURT: Denled.
14 alternative, it primarily seeks a final declaratory 14 MR. GUASARANQ: Thank you. We'll present an
15 judgment that what has just happened, apparently, is 15 order as soon as possible.
16 unconstitutional, and that is ready for a final decision 16 THE COURT: Thank you.
17 we were saying on Monday, We have a reply brief that has |17 MR. QUASARANO: Thank you, Judge,
18 just been filed, and we would -- we could ~ this Court 18 MR. WERTHEIMER: Your Honor, we will need a few
13 could issue that order immediately, and | don't know what |18 minutes to prepare a written order, but if we can —
20 the consequences for the bankruptey court would be, 20 THE COURT: Well, sir, would you like to copy
21 necessarily, but | think it would - it might make a 21 that and modify what they're doing? My law clerk will be
22 difference. 22 "happy to help you.
23 MR. WERTHEIMER: I'm sorry, and | think that at 23 MR. WERTHEIMER: Thank you, your Honor.
24 a minimum, your Honor, | think we should — I think the . 24 THE COURT: As to your stay, you'll be getting

Court should decide the preliminary injunction now, but 25 that to me in -

B Entered 10/17/13 14:22:01 Page 4,0f 7
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THE COURT: All right., And obviously | heard

s wasdppening. | fog anprisn heqring it ¢ o713

24

1 . MR. QUASARANO: Maybe | can just make 2 call 1
2z and get an order over ta you right yet today. ‘ 2 this was a very Important Issue, and we obviously have a
3 THE COURT: Sure. You can even handwrite it. 3 hearing scheduled, another hearing scheduled, at
4 I don't care how we do It. You can run it over here, fax 4 9 o'clock on Monday.
5 it over here; whatever gets you the job done. Time Is of 5 So [ advised my law clerk that we had a
6 the essence. 6 4 o'clock hearing'that wasn't going to take very long,
7 MR, QUASARANO: | appreciate that. 7 and whenever you all got here and that we would wait for
8 MR. KING: (Apprdaéhing the bench.) 8 all of the attorneys, we would then have a hearing and to
3 Your Honor, Ron King again on behalf of the 9 let me know when everybody was in place and then | would
10 Plaintiffs, If we could go back on the record. 10 come out,
11 THE COURT: Excuse me. 11 So that's exactly what happened. She let me
12 MR. KING: We'd like to set the sequence of 12 know everybody was here, gave me the paperwork to lock
13 events in terms of how things have transpired In the last 13 over, and, of course, | did just that. And we got out of
12 hour, if you will, just for the record, our motion for 14  here as quickly as wa could, obviously not In time
15 emergency temporary restralning order was filed at 15 because 4:06 occurred and they did what they were gofng
16 3:37 p.m.; that Is, today, July 18th, We promptly, well 16 to do, which | know you all raised here.
17 in advance of 4 o'clock and probably within ~ weli, 17 | did have an opportunity to - with review of
18 actually, we had deliverad prior to the filing time at 18 what was filed, and you're asking me what | would have
18 3:37 judge's copies to chambers for your review. 19 done, and it was my intention, after reviewing what you
20 Then we walted for the Attorney General, who 20 had filed, in addition to other research that my capable
21 doesn't feel compelled to make an appearance here in this 21 externs from Cooley and from Michigan State, as well as
22 case because he hasn't actually been officlally retained 22 my very capable faw clerk pulled for me, | reviewed
23 vyet, but, nevertheless, a5 a courtesy we waited for him 23 constitutional provisions, [ reviewed legislative intent,
24 to appear, which he came upstairs sometime around 4:10. 24 | revlewed what you all provided me, | reviewed a lot of
25 We understand the bankruptcy filing was at 4:057 25 Information In the last few hours, and it was my
' 12/ 14
1 THE COURT: 4:06. 1 intention to grant yoﬂ your request completely.
z MR. IKING: 4:06. The Court took the bench at 2 MR, KING: Thank you, your Honor, Apprediate
3 approximately 4:20. And to the extent your‘Honor hashad | .3 vyour clarifying the record. ) ’
4 an opporiunity to read the papers and was inclined to 4 MR, WERTHEIMER: Thank you, your Honor,
5 make a rulihg, if you'd be willing to put that on the 5 Your Honor, we have a proposed order.
6 record, then in the - when we do seek dismissal of the 6 THE COURT: You may approach. Thank you.
7 bankruptcy proceeding, we'll have some clear record of 7 MR. WERTHEIMER: Thank you. [t is handwritten.
8 the sequence of events here, § {Approaching the bench.) '
) MR. WERTHEIMER: Just to add, In termns of the 5 THE CDURT:l No problem.
10 sequence of events, | did advise by telaphone 10 MR, WERTHEIMER: And for caption, it just'says,
11 Mr. Quasarano of the fact that | would be in court and 11 atthis point, Flowers Caption.
1z that it was my understanding that Clark Hill was going-to 12 THE COURT: Okay.
13 be in court seeking a temporary restraining order, | 13 MR. WERTHEIMER: | had some help in drafting
14 talked to him by phone before 4 this afternoon, sometime 14 too If you can't read the -
15 between 3:30 and 4. ' 15 THE COURT: We'll make it weork.
16 MR. QUASARANO: And 1 could confirm that 16 MR. WERTHEIMER: Okay. Thank you, Judge,
17 Mr, Wertheimer gave me the professional curtesy of 17 MR. KING: We may be back tomorrow, your Honor.
18 letting me know that there was a hearing being planned. 18 MR. WERTHEIMER: We may be back too,
15 Fhad no - we have no personal knowledge in our division 1%  your Honor, And if we are, I will be in a suit.
20 of a bankruptcy being filed any certain time or date, so 20 THE COURT: It's okay. As long as your body is
21 there is nothing we could provide in terms of a response 21 covered, | don't care what's it's covered with.
22 that there is going to be a bankmptcy filed. S0 we 22 MR, KING: 1 think with respect to the present
23 learned it as everyone else learned. 23 motion bafore you, we have an order in place and

appreciate you making the accomodation and time for us
today. Thank

Entered 10/17113 14:22:01 Page 5 of 7
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1 THE COURT: No problem.

2 Now, if you're back tomorrow, what is it going

3 to befor?

4 MR. KING: We might file a mandamits action

5 requiring the EM to withdraw the Chapter 9 filing.

6 THE COURT: Will this require time on the

7 record?

8 MR, KING Yes. :

9 THE COURT: Okay. My time restriction is that-
ie 1 have my morning free until about 1:30. Can you get it
11 here before 1:307
12 MR. PATTWELL: Yes.

13 MR. IKING: Absolutely.
14 THE COURT: 1l make myself available all
15 morning until 1:30,-
16 MR. KING: Thank you, your Honor.
17 THE COURT; Okay.
18 MR, CANZANO: May 1 approach, your Honor? |
12 have an order drafted also, : .
20. THE COURT: You may.
21 MR. CANZANO: {Approaching the bench )
22 THE COURT: Okay. We'll make you copies, and
23 this is our copy.
24 Anything else for the record?
25 MR. KING: No, your Honor. Thank you.
‘ 16

1 MR. WERTHEIMER: No, your Honor, Thank you.

2 THE COURT: That's all for the record. Thank

3 you.

4 (At 4:38 p.m,, the matter is

5 concluded.)

5

7

8 -

9
10
11
1z
13
14
15
16
17
18
19
20
21
22
23
24
25
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2 COUNTY OF INGHAM)) 58

3

4 | ' CERTIFICATE OF REPORTER

5

6 ‘ I, Melinda I. Dexter, Certified Shorthand

7. Reporter, do hereby &ertify that the foregoiné -

8 17 pages comprise an accurate, true, and complete

9 transéript of the pfoceedings and téstimony taken in the
ie- - case of The General Retirement System of the City of
11 Detroit, et al., versus Kevyn D. Orr, ét al., Case
12 No. 13-76B-CZ, and Gracie Webster, et al., versus the
i3 State of Michigan, et al., Case No, 13-734-CZ, and

14 Rabhie Flowers, et al., versus Rick Snyder, et al., Case
15 No. 13-729-CZ, on Thursday, July 18, 2013.
16 I further certify'that this transcript of the
17 ' record of the procegdings aﬁd testimony truly and
1.8 correctly reflects the exhibits, if any, pffered,by the
19 respective parties. WITNESS my hand this the eighteenth
20 day of July, 20i3.
21 | L 3 o AP o

Melinda T, Dexter, RMR, RPR, CSR-4629
23 , : Official Court Reporter
) 313 West Kalamazoo

24 o Post Office Box 4077L
. Tansing, Michigan 4850127571
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1 because that's where you all are headed. | don't care 1 Flowers will apply to Webster as weil. The fact that
" 2 what side you're en. Someone is going up, right? So | 2 this case is now before the bankruptcy court means that
3 have answers for you. Tell me your story. {'ve got the 3 there is a court of competent jurisdiction that can hear
¢ solution. You might not like it. 4 many of the concerns of the Plaintiffs. And that fact
5 Can we move on? 5 alone changes a lot of the ripeness arguments and things
6 MR. QUASARANO: We're prepared to go today, or | $ that you will see.
7 we'll defer to brother counsel for Monday if more time is 7 Nonetheless, it is the position of the State'
8 needed. & - that there has not been harm at this point to the
9 MR. WERTHEIMER: !'ll go today. We can go g Plaintiffs.
10 right now, | mean. 10 THE COURT: Sir, there hasn't been harm because
11 THE COURT: Okay. | can go right now too. - 11 they haven't acted. What we have here, and | would like
12 How about you, sir? 12 you to get to the point, because ~ and you can make your
13 MR. CANZANO: | think we already agreed that 13 record. I'm a very patient judge. |think most people
14 . Webster could go today. 14 will agree with that. But | have two very serious
15 MR. DEVLIN: Very well. 15 concerns because there was this rush to bankruptey court
16 THE COURT: We have an agreement. | think that |16 that didn't have to occur and should not have cccurred.
17 might be the only thing you all agree on. Hallelujah. 17 And certainty Plaintiffs should not have been blind-
18 MR. QUASARANGC: Other than it's very hot 18 sided, and this Court and this process should not have
15 outside, 19 been ignored.
20 THE COURT: Yeah. We can agree on that too. 20 We have the Michigan Constitution Article IX, §
21 Okay. 21 24 that forbids the Emergency Manager to file bankruptcy
22 Counsel? Well, let’s let these gentlemen enter 22 if pension plans or retirement system of this State or
23 so we don't make nofse for the court reporter before we 23 its political subdivisions are diminished or impaired.
24 proceed. 24 And the Constitution states:
25 Anybody else need to make an appearance? 25 The accrued financial benefits of
12 14
1 THE COURTROOM: {No verbal response.) 1 each pension plan and requirement
2 THE COURT: No? Okﬁy. 2 system of the state and its
3 MR. CANZANO: Which case would you like to go 3 political subdivisions shall be a
4 first; Webster or Flowers? 4 contractual obligation thereof
5 THE COURT: Mr. ~ . _ 5 which shall not be diminished or
6 MR. WERTHEIMER: Well, he goes first on Flowers 6 impaired.
7 because it's his motion, so it's not my - 7 And the bankruptey court will be doing exactly
8 THE COURT: Okay. Whatever you'd like. 8 that in its reorganization because-the pensions are an
! MR. DEVLIN: Thank you, your Honor. My name a unsecured asset. And under the bankruptcy
10 is Brian Devlin, Assistant Attorney General, - 10 reorganization, under a reorganization Chapter 9, there
11 THE COURT REPORTER: Could you approach the 11 is no reaffirmation of debt. If l'were doing a Chapter 7
12 podium, please? : 12 and wanted to-go in and reaffirm payments on my car, |
13 THE COURT: Yeah. If everybody would speak 13 could do so. But there Is no way that you can go into
14 -from the podium. The mikes work better. The court 14 bankruptcy court and say, "l am going to reaffirm the
15 reporter has better access to hear you. We'll make a 15 pension so that we don’t disrupt that.”
16 better record, and obviously the Court of Appeals and the |16 So what we're doing here is viclating the
17 Supreme Court will need your record, please. 17 Constitution. And then we have Michigan Complied Law
18 MR. DEVLIN: Thank you, your Honor. Brian 18 141.1552, which precludes the Emergency Manager from
15 Devlin appearing on behalf of the Defendants. ‘ 19 taking such actions. It states specifically in m - {m}
20 As Mr. Quasarano has mentioned, that obviously 20 and (ii):
21 there’s been a very dramatic change in circumstances 21 The emergency manager shall fully
22 since the brief was filed. The petition in bankruptcy 22 comply with the public employee
23 has been filed as of yesterday. It changes some aspects 23 retirement system investment
24 of this case from the State’s perspective, but not all. 24 act -
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1 THE COURT: Yes, sir. 1 that, or will you be amending that?
2 MR. CANZANO: We've - we've presented a motion 2 MR. QUASARANO: No. I'l speak for Mr. Devlin
2 this morning, an emergency motion, to advance the hearing 3 here for a moment only. In the notice of hearing, we
4 on our motion for declaratory judgment that's set for 4 indicated to advance it to that date because of all the
5 Monday to today. It would be my intention to deal only 5 other activities in this case or such other time as the
6 with the declaratory judgment part of it today, not the & Court may order.
7 injunction part of it. And they've already -- they've 7 1 do point out that in the Flowers case in the
8 agreed that that can be expedited. | don't know that § prayer for relief is a reference to declaratory judgment.
5 they've agreed that it can be exp'edited to today, but 9 Both cases are asking for both reliefs; preliminary and
10 they agree that it could be expedited to Monday. 10 deciaratoryjudgjment. Prefiminary injunction motions
11 So if -~ that part of it, either today or 11 were granted. Our brief talks about the alternative,
12 Monday, that would be a final declaratory judgment. My 12 assuming arguendo there were a filing, a Chapter 5
13 preference is to do it today. 13 filing, and then we go into the basis for why there are
14 THE COURT: s that correct? 14 grounds not to declare judgment, why there is some
15 MR. QUASARANO: Well, i believe under 2.605(D), 15 jurisdictional grounds.
16 they can seek an expedited hearing, and certainly the 16 So | think that the brief is sufficiently
17 Court has the authbrity to [ssue that. 1think by not 17 adequate to address all of the issues that are still at
18 entertaining a dispositive motion, we're not going to 18 issue in this case. Certainly there has been a factual
15 have a complete argument. Mr. Devlin will be arguing for 15 change and those factual changes den't need to be
20 the State. Butwe do acknowledge what the court rule 20 addressed.
21  says, that's correct. 21 MR. WERTHEIMER: | guess | just would reiterate
22 THE COURT: Well, are you ohjecting to having 22 if - | need to know whether counsel is going forward on
23 Itheard tod.a\'(? 23 Monday with its motion to dismiss. |still haven't heard
24 MR. QUASARANO: We will not object in the 24  ayes or no.
25 interest of judicial economy. 25 THE COURT: His answer is yes, Counsel. -
8 10
1 THE COURT: And your motion deals with that 1 MR. WERTHEIMER: Well, okay. If the answer is
2 issue? ) 2 ' yes, | would just point out that it's clear under the
3 MR. QUASARANO; 1t's a (C)(8) motion that would 3 rules that it is not timely; that no order has entered
4 address whether there are grounds for a declaratory 4 from this Court.
5 judgment, yes. 5 THE COURT: You're right.
6 THE COURT: Well, then - 3 MR. WERTHEIMER: Okay.
7 I'm sorry? 7 THE COURT: You know what we're doing? We are
i MR. WERTHEIMER: [I'ma sorry. | may be confused— g under siege here. Well, we aren't; I'm not. Technically
9 now. Their motion that they filed in the Flowers case to 9 | am through paper, but all of you are. Detroitis. The
10 dismiss deals with issues like ripeness. It's a (C)(4) 10 State is. 5o I'm not going to go through the usual court
11 and (C)}8) motion. Many of the facts have changed. | 11 rules and the time and ali of that. You are ail going to
12 would think they would want to refile that, in any event. 12 spend your weekend doing what lawyers do, and that's a
13 I mean, you know, to make an argument-based on - based 13 lot of homework because we're going to have that hearing
14 on ripeness given what happened yesterday afterncon seems {14 Monday unless you're asking me to do it now.
15 to me to be just, to use a lawyer's word, moot at this 15 I'm going to hear everything because we're not
16 point. But I'm concerned only with their motion to 16 going to piecemeal this. You all know the case. | know
17 dismiss in the Flowers case, not with anything related to 17 the case. I've done the homework. | don't think myself
18 Webster and whether we're to appear here Monday at 9 to 18 or my staff got any sleep last night. We've been doing
13 - per their notice or whether they've withdrawn that 19 research, | bet if i called all of your wives and asked
20 motion or not, 20 if you got any sleep, they'd be saying, "No. When is my
21 THE COURT: Okay., Weill, let's deal with the 21 husband going to get some sleep,” right? So we're going
22  Flowers case. 22 to have a hearing, and | don't care if it's today or
23 What Is your intention in regard to Monday? 23 Monday. I'll come here Saturday, if you would like. |
u still askigg th he. ur, mokien? 24 don'tcare, Let's get some answers, let's get a bottom
%—:53‘2%%;5 Sé’lr{ely kfli?egd).c}'?\%%_st%l aﬁi?%gnrg'gfé[:gr} 5'3 Er tzesre tnél:(;!l Ze/t:]s%e%#ng%bgi;ig toﬁ%g.%ui Qlf A%?ieals
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1 THE COURT: Yes, sir. 1 that, or will you he amending that?

2 MR. CANZANQ: We've -- we've presented a motion 2 MR. QUASARANOQ: Mo. I'll speak for Mr. Deviin

3 this morning, an emergency motion, to advance the hearing 3 here for a moment only. In the notice of hearing, we

4 on our motion for declaratory judgment that's set for 4 indicated to advance it to that date because of alf the

5 Monday to today. It would be my intention to deal only 5 other activities in this case or such other time as the

6 with the declaratory judgment part of it today, not the 6 Court may order.

7 injunction part of it. And they've already - they've 7 I do point out that in the Flowers case in the

g agreed that that can be expedited. I don't know that 8 prayer for relief is a reference to declaratory judgment.

o they've agreed that it can be expedited to today, but 9 - Both cases are asking for both reliefs; preliminary and
10 they agree that it could be expedited to Monday. 10 declaratory judgment. Preliminary injunction motions
11 So if -- that part of it, either today or 11 were granted, Our brief talks about the alternative,
1z Monday, that would be a final declaratory judgment. My 12 assuming arguendo there were a filing, a Chapter 9
13 preference is to do it today. 13 ‘filing, and then we go into the basis for why there are |
14 THE COURT: Is that correct? 14 grounds not to declare judgment, why there is some
15 MR. QUASARANO: Well, | believe under 2.605(D), 15 jurisdictional grounds.

16 they can seek an expedited hearing, and certainly the 16 So 1 think that the brief is sufficiently
17 Court has the authoerity to issue that. | think by not 17 adequate to address all of the {ssues that are still at
18 entertaining a dispositive motion, we're not going to 18 issue in this case. Certainly there has been a factual
|19 have a complete argument. Mr. Devlin will be arguing for 15 change and those factual changes don't need to be

20 - the State. But we do acknowiedge what the court rule 20 addressed.
21 says, that's correct. 21 MR. WERTHEIMER: 1 guess [ just would reiterate
22 THE COURT: Well, are you objecting to having 22 if - [ need to know whether counsel is going forward on
23 it heard today? 23 Monday with its motion to dismiss. | still haven't heard
24 MR. QUASARANO: We will not object in the 24 avyes or ho.
25 interest of judicial economy. 25 THE COURT: His answer is yes, Counsel,

_ B8 10

1 THE COURT: And your motion dedls with that 1 MR. WERTHEIMER: Well, okay. If the answer is

2 issue? 2 yes, | would just point out that it's clear under the

3 MR. QUASARANO: It's a (C){(8) motion that would 3 rules that it is not timely; that no order has entered

4 address whether there are grounds for a declaratory 4 from this Court.

5 judgment, yes. 5 THE COURT: You're right.

6 THE COURT: Well, then - 6 MR, WERTHEIMER: Okay.

7 I'm sorry? 7 THE COURT: You know what we're doing? We are

8 MR. WERTHEIMER: I'm serry. | may be confused é under siege here. Well, we aren't; I'm not. Technically

9 now. Their motion that they filed in the Flowers case to 8 1am through paper, but all of you are, Detroit is. The
10 dismiss deals with issues like ripeness. It's a (C}(#) 10 State is. So I'm not going to go through the usual court
11 and (C){8) motion. Many of the facts have changed. | 11 rules and the time and all of that. You are ail going 1o
12 would think they would want to-refile that, in any event. 12 spend your weekend doing whét lawyers do, and that's a
13 | mean, you know, to make an argument based on -- based 13 lot of homework because we're going to-have that hearing

‘14 on ripeness given what happened yesterday afternoon seems | 14 Monday unless you're asking me to do it now.

15 to meto be just, to use a lawyer's word, moot at this 15 I'm going to hear everything because we're not
16 point, But I'm concerned only with their motion to 16 going to piecemeal this. You all know the case. | know
17 dismiss in the Flowers case, not with anything related to 17 the case. I've done the homework. 1don't think myself
18 Webster and whether we're to appear here Monday at 9 to 18 or my staff got any sleep last night. We've been doing
19 - per their notice or whether they've withdrawn that 19 research. | betifl called all of your wives and asked

26 motion or not. ' 20  if you got any sleep, they'd be saying, “No. When is my
21 THE COURT: Okay. Well, let's deal with the 21 husband going to get some sleep,” right? So we're going
22  Flowers case. 22 to have a hearing, and | don’t care if it's today or

23 What is your intention in regard to Monday? 23 Monday Il come here-Saturday, if you would like. 1

n't care. lLet's get some answers, let's get a bottom
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1 injury. The leg has been amputated, and we cannot fix 1 just simply is not credible for an attorney for the

2 it 2 Governor and the State Treasurer to come here today and

3 MR. DEVLIN: We don't know, is my position on 3 say he can't predict the future when we indicated in our

4 that. We don't know, and there is opportunity for this 4 complaint that the future could be predicted.

5 very issue to be heard in the bankruptcy court. 5 1 would also point out that since wa were in

6 THE COURT: But there is no opportunity in the 6 court yesterday, we now have not just the bankruptcy but

7 bankruptcy court for them to fix the harm. Do you have 7 filings related to that bankruptcy. I'm not going to

8 any law that says the bankruptcy court can fix the g8 introduce these documents, but i understand that counsel

9 pension fund because 1 haven't found that either, and 9 in the Webster case that will be argued when we're done
10 Pve looked? 10 here will be introducing them. { would simply point out
11 MR. DEVLIN: Again, 1 understand the pension 11 that we've got correspondence back and forth between the
12 fund to be tremendously under funded. There are many 12 Detroit Emergency Manager and the Governor requesting the
13 problems here, far beyond what's gone on in the |ast 13 authorization and the Governor approving the
14 24 hours. But the court, the bankruptcy court does have 14 authorization, in which there is not a word mentioned
15 jurisdiction to hear these arguments, to note the 15 about Article 1, § 24 of the Michigan State
15 Michigan Constitutional provisions, and to order what it 16 Constitution.
17 feels it must order. 17 Our Governor does not feel that that's
18 THE COURT: Okay. 18 relevant. He goes on for pages in his authorization,
19 MR. DEVLIN: Thank you. 19 obviously for public relation’s purposes, talking about
20 THE COURT: Thank you. 20 how deeply he cares about the city of Detroit, etcetera,
21 MR. WERTHEIMER: Your Honor, I'll be brief. 21 etcetera, but not one word about Article IX, § 24 of the
22  First, | would just point out to the Court_that this is a 22 Constitution. And, of course, no such word‘from Mr. Orr
23 motion under C -- MCR 2.116(C){4), (5), and (8): That 23 in his request to the Governor.
24 is, it's a claim that there Is no jurisdiction over the 24 So counsel's essentially saying "No harm yet.
25 subject matter; it's a claim that my clients have no 25 Don't worry. Maybe bankruptcy court will take care of

20 22

1 capacity to sue because apparently they're not being 1 ir." But the people who are taking it into bankruptcy,

2 injured; and it's a claim that we have failed to state a 2 have taken it into bankruptcy have made very clear

3 claim. 3 they're not going to take care of it in bankruptcy.

4 As to the law relating to those three points, | 4 And finally just the obvious point, but | think

5 would rely upon the briefs that | have filed, including 5 needs to be reiterated with all the flurry going on that

6 the reply brief that | filed yesterday in which | did & the whole paint of injunctive relief’is to prevent a harm

7 take the position that we should not hear - that the 7 that has not yet occurred, and that's all we're seeking

g Court should not hear the motion to dismiss but in which g8 with our overall lawsuit and all we were seeking with our

5 | dealt with all of those issues, and | won't repeat 9 motion for preliminary injunction, which this Court has
10 those arguments. 10 already granted. Thank you.
11 Y would just peint out a couple of things: 1z MR. QUASARANOQ: Your Honor, | think that the
12  First of all, counsel says that he cannot-predict the 12 State's briefing and argument sufficiently presents the
13 future. The Detrolt Emergency Manager, who is a 13 State's position, but | know the Court is patient, and |
14 competent lawyer familiar with bankruptcy, has predicted 14  would ask the Court's indulgence on the one matter of my
15 the future, and we quoted him in our complaint as saying, 15 appearance here yesterday, and | would like to make this
16 essentially, that once he gets into bankruptcy, the 16 clear for the record, if | may, but for Mr. Wertheimer,
17 constitutional rights of our clients wii! disappear, will 17 who is counsel for the Flowers and others case, | would
18. be "trumped"” in his words or in the words of the reporter 18 not have known that the General Retirement System of the
18 quoting him, And | think that was -- there was an 19 City of Detrolt, et al., even had a TRO motion scheduled.
20 interview and there was also his statements made to the 20 The only tommunication | had with counsel for
21 Detroit Free Press Editorial Board. 21 that, those Plaintiffs, was the night before asking if we
22 But the point being that the Detroit Emergency 22 could accept service on the Governor, which, as the Court
23 Manager has had ne reluctance to predict the future, and 23 knows, we're barred from accepting setvice on behalf of a
24 his prediction is consistent with our claim and with the 24 State Defendant. Until the State Defendant is served, we

ereChE0At FidBela: 2P B domeanes! PO resp 1
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1 —~ 1965 PA 314, and § 24 of 1 that they have the power to address under 943, ig-just
2 Article IX of the State 2 7 that; it's just speculation.
3 Constitution of 1963, and any 3 THE COURT: It's a certainty, sir. You filed
4 actions taken shall be consistent 4 in bankru;ﬁtcy court, which is federal because you know
5 with the bension fund's qualified 5 that certainty. | don't know how you gét around it
6 plan status under the federal & because it's an unsecured asset that cannot be
7 internal revenue code. 7 reaffirmed, and there is no case law, and you know that
8 S0 tell me, sir, how do you get into bankruptcy 8 as well because all of us stayed up all night looking for
9 court and not violate the Constitution of Michigan and s 'case law, and there is no case law. You can't tefl me
10 not violate how the Emergency Manager is supposed to 10 that i can be segregated out and reaffirmed.
11 operate? Haven't we jumped the gun? What are you doing |11 So these people that have this pension where it
12 here, sir? 12 is supposed to be protected under the Cbnstitution and
13 MR. DEVLIN: 1 can understand your Honor's 13 under the legislative intent under the emergency manager
14 concerns. The position of the State is that none of 14 legislation, it cannot survive. It cannot survive
15 these impairments have occurred yet. 15 federal bankruptcy, and | have no jurisdiction there, and
16 THE COURT: Only because the bankruptey trustee | 16 you know that. And that's why everybody made us wait as
17 hasn't got his teeth into it. It will occur. It's 17 - slowly we were waiting for your office to come here
18 imminent, isn't it? Tell me how it's not imminent, sir? 18 out of courtesy. We waited so we would have both sides
19 MR. DEVLIN: | can't predict the future, 19 present, which is what we do. We honor civility, and it
20 THE COURT: Yes, you can. 20 was filed in order to bind everybody so this could occur,
21 MR. DEVLIN: | cannot. 21 and it's cheating, sir, and it's cheating good people who
22 THE COURT: The bankruptcy court - the 22  worked.
23 bankruptcy court has a certain function. You'rea 23 And so what's going to happen is we're not
24 lawyer. You understand the function of the bankruptcy 24 honoring the Constitution, we're not honoring the
25 court. That's why you ran there yesterday not slowly but 25 emergency manager legislation, and we're not honering
16 18
1 in your running shoes, right? 1 good citizens, and we're also niot honoring the President
2 MR. DEVLIN: | can't speak to that. | had 2 who took Detroit out of bankruptcy. What are we doing,
2 nothing to do with it. But | can tell you about § 943 of 3 sir?
4 the Bankruptcy Code, which affords all of the protections 4 MR. DEVLIN: Your Honor, | understand what
5 that we discussed in the brief that I've alluded to 5 you're saying, but | would take exception to the motion
6 today. 6 that somehow the Attorney General's Office delayed or
7 None of those injuries have occurred at this 7 dragged its feet or in any way tampered with the
g point. For that reason, we-believe the claim is still g proceedings yesterday. Now, fwasn't here: . | wasn't
s speculative. Of course those are legitimate concerns, 9 part of them, but | don't believe that's the case.
10 but the court, the bankruptcy court can address them. 10 THE COURT: It looks that way, sir. If somehow
11 i referred to — I'd also refer 1o Straus, the 11 that's not the case, | apolegize, but it's the old saying
12 case cited in our brief too. If that injury-has not 12 ifit Fooks like a duck, you know the rest:
13 occurred, as we contend, then it's an inappropriate 13 MR. DEVLIN: Well, | don't want to speculate on
14 remedy that the Plaintiffs are asking for today. 14 who did what yesterday. As | said, | wasn't_here.
15 Now, obviously you and | don't see this injury 15 THE COURT: Thank you.
16 in guite the same terms, but that is the position of the 16 MR. DEVLIN: But it is our position that until
17 State. The injury has not occurred at this peint. 17 that injury occurs and in light of Straus, in light of
18 THE COURT: That would be because the 18 the jurisdiction of the bankruptcy court, that this
15  bankruptcy judge has not sat at his bench like I have and 1% motion should be - er, the motion Is inappropriate. The
op  heard the case and started the reorganization, and that's 20 State's motion should be granted -
21 the only reason. For me to believe what you're saying 21 THE COURT: Sir --
22 would be - would make me Helen Keller who's not yet 22 MR. DEVLIN: -- thank you.
23 learned the alphabet 23 ' THE COURT: Let me ask you this: f the injury
2 g o and 1 oceurs, isn't it then too Jate, much too late, way too
3;%38531&6(:“? te about that téglbak%arupg;l co(é: /lg c;Lr er, Enr geqagqu'z{x}l%&%%a Q’lTheEﬁQ% Jv;y Q:Ti%c]the
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i « 1965 PA 314, and § 24 of 1 that they have the power to address under 943, is just
2 Article IX of the State 2z that; it's just speculation,
3 Constitution of 1963, and any 3 THE COURT: It'; a certainty, sir. You filed
4 actions taken shall be consistent 4 in bankruptcy court, which is federal because you know
5 with the pension fund's qualified 5 that certainty. ! don't know how you get around it
6 plan status under the federal & because It's an unsecured asset that cannot be
7 internal revenue code. 7 reaffirmed, and there is no case law, and you know that
8 So tell me, sir, how do you get into bankruptcy 8 as well because all of us stayed up all night looking for
o court and not violate the Constitution of Michigan and 9 case law, and there is no case law. You can't tell me
10 not violate how the Emergency Manager is supposed to 10 thatit can be segregated out and reaffirmed.
11 operate? Haven't we jumped the gun? What are you doing |11 50 these people that have this pension where it
12 here, 5ir? ‘ 12 is supposed to be protected under the Constitution and
13 | MR. DEVLIN: | can understand your Honor's 13 under the legislative intent under the emergency manager
14 concerns. The position of the State is that none of 14 legislation, it cannot survive. It cannot survive
15 these impairments have occurred yet. 15 federal bankruptcy, and { have no jurisdiction there, and
16 THE COURT: Only because the bankruptcy trustee |16  you know that. And that's why everybody made us wait as
17 hasn't got his teeth into it. 1t will occur. It's 17 - slowly we were waiting for your office to come here
18 imminent, isn't it? Tell me how it's not imminent, sir? 18 out of courtesy. We waited so we would have both sides
i9 MR. DEVLIN: | can't predict the future. 15 present, which is what we do. We honor civility, and it
20 THE COURT: Yes, you can. 20 was filed in order to bind everybody so this could occur,
21 MR. DEVLIN: | cannot. 21 and it's cheating, sir, and it's cheating good people who
22 THE COURT: The bankruptcy court - the 22  worked.
23 bankruptcy court has a certain function. You're a 23 And 50 what's going to happen is we're not
24 lawyer. You understand the function of the bankruptcy 24 honoring the Constitution, we're not honoring the
25 court. That's why you ran there yesterday not slowly but 25 emergency managér legislation, and we're not honoring
16 18
1 in your running shoes, right? 1 good citizens, and we're also not honoring the President
2 ' MR. DEVLIN: | can't speak to that. f had 2 who took Detroit out of bankruptcy. What are we doing,
3 nothing to do with it. But i can tell you about § 943 of 3 sir?
2 the Bankruptcy Code, which affords all of the protections 4 MR. DEVLIN: Your Honor, | understand what
5 that we discussed in the brief that I've alluded to 5 you're saying, but | would take exception to the motion
¢ today. ' & that somehow the Attorney General's Office delayed or
7 None of those injuries have occurred at this 7 dragged its feet or in any way tampered with the
& point. For that reason, we believe the claim is still 8 proceedings yesterday. Now, | wasn't here. | wasn't
9 speculative. Of course those are legitimate cancerns, 9 part of them, but | don't believe that's the case.
10 but the court, the bankruptcy court can address them. 10 THE COURT: It looks that way, sir. If somehow
11 | referred to - I'd also refer to Straus, the 11 that's not the case, | apologize, but it's the old saying
12 case-cited in our brief too. If that injury has not 12 if it looks like a duck, you know the rest.
13 occurred, as we contend, then it's an inéppropriate 13 MR DEVLIN: Well, 1 don't want to speculate on
14 remedy that the Plaintiffs are asking for today. 12 who did what yesterday. As | said, | wasn't here.
15 Now, cbviously you and | don't see this injury 15 THE COURT: Thank you.
16 In quite the same terms, but that is the position of the 16 MR. DEVLIN: But it is our position that until
17 State. The injury has not occurred at this point. 17 that injury occurs and in light of Straus, in light of
18 THE COURT: That would be because the 18  the jurisdiction of the bankruptcy court, that this
15 bankruptcy judge has not sat at his bench like | have and 19 motion should be - er, the motion is inappropriate. The
20 heard the case and started the reorganization, and that's 20 State's motion should.be granted --
21 the only reason. For me to believe what you're saying 21 THE COURT: Sir -
22 would be - would make me Helen Keller who's not yet 22 MR. DEVLIN: -- thank you.
23 learned the alphabet 23 THE COURT: Let me ask you this: If the injury
? ?_)3 EVLIN: | think anything that you and ! occurs, isn't it then too late, much too late, way too
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1 court correctly ruled that the -- there is an actual 1 such action by the Governor is without authority and in
2 controversy because the parties need the court to tell 2 violation of Article 1X, § 24. And what happened
3 them what their rights and obligatidns are so they know 3 yesterday was a violation of the Constitution.
4 what to do in the future; whether this tribunal could 4 Now, my declaratory judgment order declares
5 overrule a local ordinance which prohibited sea planes on 5 these statements. It also has a paragraph at the end
6 Lake Angelus, even though they hadn't been asked and they 5 that says:
7 hadn't ruled. So that part is exactly what we have. Now 7 In order to rectify his
g8 = we have the bankruptcy has been filed. 8 uhauthorized and unconstitutional
9 | would like to offer a couple exhibits, which 9 actions described above, the
10  are the July 16th letter from Emergency Manager Orr 10 Governor must: One, direct the
11 requesting authorization to file for Chapter 9, which 11 Emergency Manager to immediately
12 amazingly this happened on Tuesday, and none of our - 12 withdraw the Chapter 9 petition
13 none of our crack reporters knew about this, Nobody knew 13 filted on July 18th. And, two,
14 about this until yesterday. This was a secret jetter. 14 not authorize any further Chapter
15 And the July 18th letter from yesterday of the '15. S filing which threatens to
16 Governor authorizing Emergency Manager Orr to file for 16 diminish or impair accrued
17 Chapter 9. And ! think if you look at these two letters, 17 _ pension benefits, .
18 itis erystal clear what the judge has already concluded 18 Now, this is just a dedlaratory judgment. 50
19  in the prior case; that not only does the bankruptey 15 it is my hope that if the Court is willing to enter this,
20 threaten to impair but that that is the goal and the 20 that the Governor will obey his oath of office and follow
21  intent of the emergency manager is to impair accrued 21 what the Constitution requires. And so -- and if he does
22 pension benefits In bankruptcy. 22 not, then we may be back here on - with another
23 I'll give these to opposing counsel. These are 23 iteration of this that requires some type of injunctive
24 - they're a matter of public record now. | just wrote 24 relief.
25 Exhibit A and Exhibit B on them. 25 At this time we're not seeking injunctive
28 ‘ 30
1 (Approaching the bench.} 1 relief, so | would - | would withdraw our request for
z THE COURT: All right. Thank you. 2  preliminary Injunction without prejudice. And I'd aiso
3 MR. CANZANO: As 1o the merits, | think again 3 ask, if this order is entered, that the temporary
4 it is very clear this isn't a case where you need case 4 restraining order entered yesterday be vacated or
5 [law. You just read the Coﬁstitution. It says accrued 5 expired, and all we want is a declaratory judgment right
6 pension benefits shall not be diminished or impaired. 6 NOW. .
7 The Constitution says that. The Emergency Manager law 7 THE COURT: And the reason to vacate or expire
& says the Governor can authorize the Emergency-Manager to g the temporary restraining order?
9 file for Chapter 9. And it doesn't prohibit that -~ it g MR. CANZANO: Because now we have the default
10 doesn't require that pension benefits be protected when 10 judgment and the TRO. | don't remember what the court
111 he files for Chapter 9. And it is, therefore, 11 rule says, but it cannot only exist for a short period of
12 unconstitutional to that extent. 112 time on its own, and this is the tact that we would like
13 THE COURT: Is thére any objection to the Court 13 to take because we would like to tell the Governor, "This
14 receiving Exhibit A and B? 14 is what you're supposed to do.” And then if he doesn't
15 MR. DEVLIN: No ohjection, your Honor. 15 do that, then we'll then -- we'll reassess our options.
16 THE COURT: A and B are received. Thank you. 16 THE COURT: Okay. Thank you.
17 {At 12:04 p.m., Exhibit A and 17 MR. CANZANO: May | present my draft order?
18 Exhibit B is received.) 18 THE COURT: Yes. Have you presented it to the
19 MR. CANZANQ: So the emergehcy manager law is 19 other side?
20 unconstitutional to the extent that it allows the 20 MR. CANZANO: | have not.
21 Governor to authorize a Chapter 9 filing which threatens 21 THE COURT: Thank you.
22 to diminish or impair pension- benefits. And the Governor 22 MR. QUASARANO: We've locked at this,
23 is prohibited by Article 1X, § 24 from authorizing an 23 your Honor.
24 emergency manager to proceed under Chapter 9 in a manner {24 MR. CANZANQ: Just as to the matter of the
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i | was to!d there would not be any preliminary 1 The opposing party has failed to
2 injunction or TRO sought in that case. 1 do understand 2 state a claim on which relief can
3 that situation had changed in the hours after that. But, 3 be granted.
4 but for Mr. Wertheimer calling me, counsel in another 4 | see problems all over the place. | stated
5 case, | would not have known. When he called me, and the 5 them. | don't think I need to be redundant. Clearly
& transcript yesterday says it was around 3:30 or 30, and & there are numerous claims and issues. | won't be
7 then i arrived as quickly as | could walk over here. 50 7 redundant. The relief requested is denied. Motion for
5 there was no delay on behalf of the Attorney General's g8 summary disposition is denied.
5 Office to be here, to represent the State's interest, to 9 MR. WERTHEIMER: Thank you, your Honor.
10 be here to answer this Court's questions. And any delay 10 THE COURT: Who's preparing the order?
11 at all was because we were notified by counse! for the 11 MR. QUASARANO: Il be preparing it for you,
12 Plaintiffs yesterday that they intended to bring the 12 Judge.
13 motion. Thank you for letting me clarify that. 13 THE COURT: Thank you, very much, sir.
14 THE COURT: Thank you. 14 MR. QUASARANO: Thank you.
15 Anything further, sir? 15 THE COURT: Next matter?
15 MR. DEVLIN: Nothing further. Thank you. 16 MR. WERTHEIMER: We are - | am done relative
17 THE COURT: Defendants have filed a motion for 17 to the Flowers case.
18 summary disposition pursuant to (4), which is: 18 THE COURT: Thank you, very much, sir.
15 The Court lacks jurisdiction of 19 MR. WERTHEIMER: Pl vacate. | think there
20 the subject matter. 20 are others lawyers in the room with another related case.
21 This Court absotutely has jurisdiction of the 21 So Il wait in the courtroom but vacate counsel table.
22 subject matter, It's a state question. | know they've 22 THE COURT: Thank you.
23 removed it to federal bankruptey court, but wa still have 23 MR. WERTHEIMER: Thank you.
24  very serious state questions. We have the State 24 MR. CANZANO: Your Henor, John Canzano on
25 Constitution, Article IX, § 24, We have an emergency 25 behalf of the Plaintiffs in the Webster case. | would
24 26
1 rmanager statute, and we have a Constitution at issue, 1 like to clarify the relief that we are seeking here
2 State issues are within the purview of this Court. | 2 today. We -- our complaint sought declaratory judgment
3 don't care that it was removed to bankruptcy court. 3 and preliminary injunction. Today we are seeking only a
4 There is nothing here that tells me it was propetly 4 declaratory judgment.
5 removed to federal bankruptcy court because there is a 5 | have taken the liberty of preparing an order
6 procedure in place of how it gets removed. And this 6 for declaratoryjudgment which | can present when I'm
7 Court does not believe it was properly placed in the 7 done, and the Court may or may not want to say everything
8 -hands of the bankruptcy court because it is going to g8 that I‘vé said in there, but | think we are entitled to
9 affect pensions. Once it affects pensions, which is 5 that relief. The briefs — this has all been briefed
‘10 clearly what it's going to do, it's In violation, and the 10 already. | don't need to go over that.
11 Governor can't give permission for it to go to bankruptcy i1 The State's defense to our motion did not
12 court. It's veryclear. |think a first-year law 12 contest the facts and did not contest the substance of
13 student understands the concept. And t know the Governor |13 the merits of the law, which Is that the Constitution
14 is not a lawyer, but he has very well paid lawyers who do 14  prohibits diminishment of pension ---accrued pension
15 understand the concept. 15 benefits. They simply - they simply said the case is
16 The party asserting the claim 16 not tipe, and there is not an actual controversy for a
17 facks the legal capacity to sue. 17 declaratory judgment. '
18 That is MCR 2.116(5). A party asserting the 18 Now, after yesterday, it's obviously ripe. We
19 claim iacks the legal capacity to sue? How is that 19 cited a case in our reply brief, City of Lake Angelus,
20 possible? They're interested parties. Absolutely they 20 which amazingly is almost on ali fours with this case. |
21 have capacity to sue. The pension's involved, the 21 won't describe that case again except to say that that
2z  pension related to the parties. | don't see any problems 22 was a case where the Attorney Genera! made the argument
23 there. 23 that there was no injury and there was no need for
3 ri__) 384 And tBen wel hzaie (_Sé, which is always a declaratory judgment because a request to a tribunal had
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2 injunction or TRO sought in that case. | do understand 2 state a claim on which relief can
3 that situation had changed in the hours after that. But, 3 be granted.
4 but for Mr. Wertheimer calling me, counsel in another 4 | see problems all over the place. [ stated
5 case, | would not have known. When he called me, and the 5 them. | don't think | need to be redundant. Clearly
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12  Plaintiffs yesterday that they intended to bring the 12 Judge.
13 motion. Thank you for ietting me clarify that. 13 THE COURT: Thank you, very much, sir.
14 THE COURT: Thank you. 14 MR. QUASARANO: Thank you.
15 Anything further, sir? 15 THE COURT: Next matter?
16 MR. DEVLIN: Nothing further. Thank you. 16 MR. WERTHEIMER: We are - 1 am done relative
17 THE COURT: Defendants have filed a motion for 17 to the Flowers case. '
18 summary disposition pursuant to (4), which is: 18 THE COURT: Thank you, very much, sir.
19 The Court lacks jurisdiction of 19 MR. WERTHEIMER: Il vacate. | think there
20 the subject matter. 20 are others lawyers in the room with another related case.
21 This Court absolutely has jurisdiction of the 21 So I'H walt in the courtroom but vacate counsel table.
22 subject matter. It's a state question. | know they've 22 THE COURT: Thank you.
23 removed it to federal bankruptcy court, but we still have 23 MR. WERTHEIMER: Thank you.
24  very serious state questions. We have the State 24 MR. CANZANO: Your Honor, John Canzanc on
25 Constitution, Article X, § 24. We have an emergency 25 behalf of the Plaintiffs in the Webster case. | wouid
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1 manager statute, and we have a Constitution at fssue. 1 like to clarify the relief that we are seeking here
2 State issues are within the purview of this Court. | 2 today. We - our complaint sought declaratory judgment
3 don't care that it was removed to bankrupicy court. 3 and preliminary injunction. Today we are seeking only a
4 There is nothing here that tells me it was properly 4 declaratory judgment.
5 removed to federal bankruptcy court because there is a 5 | have taken the liberty of preparing an order
& procedure in place of how it gets removed. And this & for declaratory judgment which | can present when I'm
7 Court does not believe it was properly placéd in the 7 done, and the Court may or may not want to say everything
8 hands of the-bankruptcy court because it is going to g that I've said in there, but 1 think we are entitled to
o affect pensions. Once it affects pensions, which is o that reltef. The briefs -- this has all been briefed
10 clearly what it's going to do, it's in violation, and the 10 already. | don't need to go over that.
11 Gevernor can't give permission for it to go to bankruptcy 11 The State's defense to our motion did not
12 court. it's very clear. 1think a first-year law 12 contest the facts and did not contest the substance of
13 student understands the concept. And | know the Governor |13  the merits of the law, which Is that the Constitution
14 is not a lawyer, but he has very well paid lawyers who do 14 prohibits diminishment of pension -- accrued pension
15 understand the concept. 15 benefits. They simply - they simply said the case is
16 The party asserting the claim 16 notripe, and there is not an actual controversy for a
17 lacks the legal capacity to sue. 17 decflaratoryjudgment.
18 That is MCR 2.116(5). A party asserting the 18 Now, after yesterday, it's obviously ripe. We
12 claim lacks the legal capacity to sue? How is that 15 cited a case in our reply brief, City of Lake Angelus,
2¢ possible? They're interested parties. Absolutely they 20 which amazingly is almost on all fours with this case. |
21 have capacity to sue. The pension's involved, the 21 won't describe that case again except to say that that
22 pension related to the parties. | don't see any problems 22 was a case where the Attorney General made the argument
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1 THE COURT: You are obliged. | am obilged as
2 well to deny.
3 MR. QUASARANO: [I'll have an order ready.
5 Thank you, judge.
5 THE COURT: | look forward to signing all of
6 those orders today. fwill be in until 5 or so. And!
7 haven't looked at Monday's docket. Have we taken care of
g all of Monday or not?
9 MR. WERTHEIMER: 1 think, as to the Plaintiffs
10 in Flowers, you have because our motion was for
11 preliminary injunction, which you have granted and will
12 be providing us with that order, and their motion was for
13 summary disposition, which you've denied. | believe that
14 was all that was up in Flowers. So that the Flowers case
15 . continues, but there is nothing up for Monday in Flowers.
16 MR. QUASARANO: Defendants concur in Flowers.
17 THE COURT: Okay. My law clerk is making
18 copies, multiple copies, of the order I've just signed.
19 | am here on a moment's notice as you all have
20 become accustomed to if you need me.
21 MR. WERTHEIMER: Thank you, your Honor.
22 THE COURT: That's all for the record.,
23 MR. CANZANC:; Thank you, your Honor.
z4 Appreciate the Court's ability and willingness to help us
25 out on this urgent time.
36
1 THE COURT: Thank you.
2 (At 12:16 p.m., the matter is
3 concluded.)
4
5
6
7
8
9
10
11
12
13
14
15
1s
17
18
19
20
21
2z
23
24
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transcript without looking at both.

1 anyone is arguing -- | don't think the Attorney General 1
2 is arguing that our case is stayed by the bankruptcy z So I'm going to direct the court reporter to
3 court because we're not suing the Emergency Manager. 3 treat today as one transcript despite there being two
4 We're only suing the_Governor and the Treasurer and the 4 docket numbers, and | didn't even call both of them, but
5 State of Michigan, and they're not -- they're not in the 5 we just sort of started, but we're realily dealing with
& bankruptcy court. They're not the debtor, so that's an & Dockets 13-734-CZ and 13-729-CZ.
7 argument that has been raised. But, just for clarity, | 7 So the motion for summary disposition in regard
8 wanted to point that out. That's all | have. '8 to.13-734-CZ, and that's Defendants' motion for summary
9 THE COURT: Thank you. 9 disposition is denied based on the same rationale the
10 Response? 10 Court had and reasoning in the prior case.
11 MR. DEVLIN: Thank you, your Honor. Brian 11 In regard to the request for declaratory
12 Devlin again on behalf of the Defendants, |won't repeat 12  judgment, think.it is imperative that the Court sign
13 the discussion we had on the Flowers case. Much of that 13 this. It's absolutely needed. And the Governor, | have
14 applies. The relief sought in each of these cases is the 14 to believe, took his cath in all sincerity to uphold the
15 same position of the State, is that the bankruptcy court 15 United States Constitution and the State of Michigan
16 jurisdiction has a great effect on this, and that the 16 Constitution. | hope he rereads certain sections and
17 reliefs that might be desired by the Plaintiffs are 17 reconsiders his actions.
18 available through that court. Furthermore, we'd cite the 18 | am finding the actions that have been taken
19 Stragus case as well in this reply. 1% in regard to filing this action in the bankruptcy court
20 I would like to call the Court's attention to 20 as overreaching and unconstitutional as it applies to
21 just one other thing: There was reference made to the 21 what the Detroit Emergency Manager Kevyn Orr has done in
22 Governor's cbligation to uphold the terms of the United 22 conjunction with the Governor.
23 States - of the State Constitution but that also applies 23 So | find it absclutely necessary to sign this
24  to the United States Constitution, and bankruptcy court 24 order of declaratory judgment. | am also going to order,
25 s certainly someone he may have to answer to as well. 25 in addition to what you have crafted here, that a copy of
‘ ' 32 ) 34
1 Sothat should not be lost sight of. 1 this order be forwarded to President Obama. | know that
2 Finally, | wanted to point out that we do have 2 he's watching this, and he's bailed out Detroit. if this
3 a motion for summary dispesition pending in this case as 3 isgoingto ultfmately'proceed to bankruptcy without
4 well. And !would rely on the arguments in the brief. 4 anyone paying attention to Michigan's Constitution and to
5 And the ones l've just restated as well to ask that that 5 what the legislature drafted and to what the Governor
6 relief be granted. Thank you. 6 himself signed into law, then there will ultimately be a
7 THE COURT: Are you asking that that be heard 7 request that Obama will have to lock at the pension, so
B now, or would you like me to make a ruliﬁg on that now? 8 he might.as well follow this, He-said in the news-that
9 MR. DEVLIN: | think you could probably make a 9 he's folldwing this. He might as well see what we've all
10 ruling on it without further argument. 10 done here. It's that important to the State of Michigan
11 THE COURT: | think so too. 11 and to the thousands of people who will be affected, and
12 MR. DEVLIN: All right. 12 ultimately all of the taxpayers of the state of Michigan
13 THE COURT: Okay, 13  are going to be affected because we will all have to pick
14 MR. DEVLIN: Thank you. 14 up the tab if this is not honored as it should be,
15 THE COURT: Anything further? 15 Additionally, | am asked that the temporary
16 MR. CANZANO: Nothing further, your Honor.: 16 restraining order be quashed and nuilified, so that is
17 THE COURT: All right. 17 now withdrawn, and it expires today at 12:15. And the
18 As to the metion for summary disposition in 18 order of declaratory judgment is being signed as that
19 regard to Defendants' motion is denied. I'm going to 19 expires.
20 Iincorporate the transcript, the arguments of the Flowers 20 Is there anything else for the record?
21 matter into this file. {think that in order to have a 21 MR. WERTHEIMER: Not for the Plaintiffs in
22 complete argument, we're going to consolidate the 22 Flowers, your Honor.
23 arguments and the files for the purpose of today because 23 MR. QUASARANO: I'm obliged, your Honor, to
24 they are really united. They are part and parcel of the 24 move for a stay of enforcement of the order of
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9 THE COURT: Thank you. ¢ disposition is denied based on the same rationale the
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12 Devlin again on behalf of the Defendants. | won't repeat 12 judgment, | think it is imperative that the Court sign
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8 now, or would you like me to make a ruling on that now? 8 he might as well follow this. He said-in the news that
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15 THE COURT: Anything further? 15 Additionally, | am asked that the temporary
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STATE OF MICHIGAN)
) 88.
COUNTY OF INGHAM)

CERTIFICATE OF REPORTER

I, Melinda I..Dexter, Certified Shorthand
Reporter, do hereby certify that the foregoing
37 pages comprise an accurate, true, and complete
transcript of the procesdings and testimony taken in the
case of Gracie Webster, et al. versus Richard Snyder, et
al., Case Nos. 13-734-CZ and 13-728%-CZ, on Fridayr
July 19, 2013.

I further certify that this transcript of the
record of the proceedings and testimony truly and
correctly reflects the exhibits, if any, offered by the
respective parties. WITNESS my hand this the nineteenth

day of July, 2013.
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July 18, 2013.

I further certify that this transcript of the
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day of July, 2013.
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Court of Appeals, State of Michigan

ORDER
_ Michael J. Kelly
Gracie Webster v State of Michigan Presiding Judge
Docket No. 317286 Patrick M. Meter
~ LC No. 13-000734-CZ : | Stephen L. Borrello

Fadges

The Court orders that the motion for immediate consideration 1s GRANTED.

The motion for stay pending appeal is GRANTED. The circuit court’s July 18, 2013
temporary restraining order and all further proceedings are STAYED pending resolution of this appeal
or further order of this Court.

The Court orders that any answers to the pending application for leave to appeal are due
by 5:00 p.m. on Friday, July 26, 2013,

Meter, J, would additionally grant leave to appeal.

JUL 2 3 2013 C e 04
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COURT OF APPEALS
STATE OF MICHIGAN

Gracie Webster, et al v. State of Michigan
Docket No. 317286

LC No. 13-000734-CZ

PLAINTIFFS-APPELLEES STATEMENT REGARDING APPEAL

On July 23, 2013, this Court entered an Order in the this matter “that any answers to the
pending application for leave to appeal are due by 5:00 p.m. on Friday, July 26, 2013.” Yesterday,
July 25, 2013, the United States Bankruptcy Court for the Eastern District of Michigan entered an
Order (Docket #166) in Cify of Detroit, Michigan, Case No. 13-53846, that this matter “is stayed,
pursuant to section 105(a) of the Bankruptcy Code, pending further Order of this Court.” (Order, §3
atp 2). Given this Order, itis Plaintiffs-Appellees’ understanding that they are precluded at this time
from filing a response in opposition to Defendant’s Emergency Application for Leave to Appeal.
Moreover, and in any event, the July 18, 2013 Temporary Restraining Order which is the subject of
this Appeal was quashed by the Circuit Court and expired at 12:15 p.m. on July 19, 2013, and has
not been in effect since that time. See July 19 transcript at 35 (Copy attached).

Respectfully submitted,

McKNIGHT, McCLOW, CANZANO,
SMITH & RADTKE, P.C.

By: /s/John R. Canzano

John R. Canzano (P30417)
Attorneys for Plaintiffs-Appellecs
400 Galleria Officentre, Suite 117
Southfield, MI 48034
248-354-9650
Jeanzano@michworklaw.com

Date: July 26, 2013

RECEIVED by Michigan Court of Appeals 7/26/2013 3:29:51 PM
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CERTIFICATE OF SERVICE

I hereby certify that on July 26, 2013, I electronically filed the foregoing document with
the Clerk of the Court using the ECF system, which will send notification to counsel of record.

/s/ John R. Canzano
JOHN R. CANZANO (P30417)
Attorney for Plaintiffs-Appellees
400 Galleria Officentre, Suite 117
Southfield, MI 48034-8460
(248) 354-9650
jeanzano@kmsmc.com

P:\AFSCME\ Emergency Mgr Litigation \ Court of Appealsh Plaintiff appellee statement.wpd
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13-53846-swr

STATE OF MICHIGAN
30TH JUDICIAL CIRCUIT COURT FOR THE COUNTY OF INGHAM
CIVIL DIVISION

GRACIE WEBSTER and
VERONICA THOMAS,

Plaintiffs,
v Case No. 13-734-CZ
Hon. Rosemarie Aquilina
THE STATE CF MICHIGAN; RICHARD
SNYDER, as Governor of the State
of Michigan; and ANDY DILLON,
as Treasurer of the State of
Michigan,
Defendants.

/

ROBBIE FLOWERS, MICHAEL WELLS,
JANET WHITSON, MARY WASHINGTON,
and BRUCE GOLDMAN,

Plaintiffs,
v Case No. 13-729-CZ
: Hon. Rosemarie Aquilina
RICK SNYDER, as the Governor of the
State of Michigan; ANDY DILLON, as
the Treasurer of the State of Michigan;
and the STATE OF MICHIGAN,

Defendants.

/

MOTION TO AMEND PRELIMINARY INJUNCTION
MOTION FOR DEFAULT JUDGMENT
MOTION FOR SUMMARY DISPOSITION
BEFORE THE HON. ROSEMARIE AQUILINA, CIRCUIT JUDGE

Ingham County, Michigan - Friday, July 18, 2013

Doc 1221-10 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 5 of 6
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1 anyone is arguing -- | don't think the Attorney General 1 transcript without looking at both,
2 is arguing that our case is stayed by the bankruptcy 2 So I'm going to direct the court reporter to
3 court because we're not suing the Emergency Manager. 3 treat today as one transcript despite there being two
4 We're only suing the Governor and the Treasurer and the 4 docket numbers, and | didn't even call both of them, but
5 State of Michigan, and they're not -- they're not in the 5 we just sort of started, but we're really dealing with
€ bankruptcy court. They're not the debtor, so that's an 6 Dockets 13-734-CZ and 13-729-CZ.
7 argument that has been raised. But, just for clarity, | 7 So the motion for summary disposition in regard
8 wanted to point that out. That's all | have. 8 to 13-734-CZ, and that’s Defendants' motion for summary
9 THE COURT: Thank you. 9 disposition is denied based on the same rationale the
10 Response? 10 Court had and reasoning in the prior case.
11 MR. DEVLIN: Thank you, your Honor. Brian 11 In regard to the request for declaratory
12 Devlin again on behalf of the Defendants. | won't repeat 12 judgment, | think it is imperative that the Court sign
13 the discussion we had on the Flowers case. Much of that 13 this. It's absolutely needed. And the Governor, | have
14 applies. The relief sought in each of these cases is the 14 to believe, took his oath in all sincerity to uphold the
15 same position of the State, is that the bankruptcy court 15 United States Constitution and the State of Michigan
16 jurisdiction has a great effect on this, and that the 16 Constitution. | hope he rereads certain sections and
17 reliefs that might be desired by the Plaintiffs are 17 reconsiders his actions.
is available through that court. Furthermore, we'd cite the 18 I am finding the actions that have been taken
19 Straus case as well in this reply. 19 in regard to filing this action in the bankruptcy court
20 I would like to call the Court's attention to 20 as overreaching and unconstitutional as it applies to
21 just one other thing: There was reference made to the 21 what the Detroit Emergency Manager Kevyn Orr has done in
22 Governor's obligation to uphold the terms of the United 22 conjunction with the Governor.
23 States -- of the State Constitution but that also applies 23 So I find it absolutely necessary to sign this
24 to the United States Constitution, and bankruptcy court 24 order of declaratory judgment. | am also geing to order,
25 is certainly someone he may have to answer to as well. 25 in addition to what you have crafted here, that a copy of
32 34
1 So that should not be lost sight of. 1 this order be forwarded to President Obama. | know that
2 Finally, | wanted to point out that we do have 2 he's watching this, and he's bailed out Detroit. If this
3 a motion for summary disposition pending In this case as 3 is going to ultimately proceed to bankruptcy without
4 well. And | would rely on the arguments in the brief, 4 anyone paying attention to Michigan's Constitution and to
5 And the ones I've just restated as well to ask that that 5 what the legislature drafted and to what the Governor
& relief be granted. Thank you. 6 himself signed into law, then there will ultimately be a
7 THE COURT: Are you asking that that be heard 7 request that Obama will have to lock at the pension, so
8 now, or would you like me to make a ruling on that now? 8 he might as well follow this. He said in the news that
9 MR. DEVLIN: | think you could probably make a 9 he's following this. He might as well see what we've all
10 ruling on it without further argument. 1¢ done here. It's that important to the State of Michigan
11 THE COURT: 1 think 50 too. 11 and to the thousands of people who will be affected, and
12 MR. DEVLIN: All right. 12 ultimately all of the taxpayers of the state of Michigan
13 THE COURT: Okay. 13 are going to be affected because we will all have tao pick
14 MR. DEVLIN: Thank you. 14 up the tab if this is not honored as it should be.
15 THE COURT: Anything further? 15 Additionally, | am asked that the temporary
16 MR. CANZANO: Nothing further, your Honor. 16 restraining order be quashed and nullified, so that is
17 THE COURT: All right, 17 now withdrawn, and it expires today at 12:15. And the
18 "As to the motion for summary disposition in 18 order of declaratory judgment is being signed as that
19 regard to Defendants’ motion is denied. 1'm going to 1% expires.
20 incorporate the transcript, the arguments of the Flowers 20 Is there anything else for the record?
21 matter into this file. | think that in order to have a 21 MR. WERTHEIMER: Not for the Plaintiffs in
2z complete argument, we're going to consolidate the 22 Flowers, your Honor.
23 arguments and the files for the purpose of today because 23 MR. QUASARANQ: I'm obliged, your Honor, to
24 they are really united. They are part and parcel of the move for a stay of enforcement of the order of

25 1AmSSOneMes. woRGN} &t 1h0e a ElGHA0/17/13
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STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

P.O. Box 30212
LANSING, MICHIGAN 48909

ATTORNEY GENERAL

July 26, 2013

Ms. Kimberly S. Hauser
Michigan Court of Appeals
Hall of Justice

925 W. Ottawa St.

P.O. Box 30022

Lansing, MI 48909-7522

Re:  Webster v Snyder, Ingham County Circuit Court No. 13-734-CZ, COA
Docket Nos. 317286, 317292; Flowers v Snyder, Ingham County Circuit
Court No. 13-729-CZ, COA Docket No. 317285; The General Retirement
System of the City of Detroit v Orr, Ingham County Circuit Court No.
13-768-CZ, COA Docket No. 317284;

Dear Clerk Hauser:

Yesterday the U.S. Bankruptcy Court for the Eastern District of Michigan
1ssued two stay orders arising from the City of Detroit’s Chapter 9 bankruptcy.
Taken together, the orders enjoin any person from continuing judicial proceedings
against the City, the Governor, the Treasurer, the State, and Emergency Manager
Orr. The orders accordingly apply to the above-listed cases. Concurrently with the
filing of this letter, we are also filing in each of the above-listed cases a copy of the
bankruptcy court’s orders.

Sincerely,

/s/Aaron D. Lindstrom

Assistant Solicitor General
Solicitor General Bureau

RECEIVED by Michigan Court of Appeals 7/26/2013 1.07:44 PM
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. Docket #0166 Date Filed: 7/25/2013

UNITED STATES BANKRUPTCY:LOURT
EASTERN DISTRICT OF MICEIGAN

SOUTHERN DIVISION
________-___________-______________________u___.._,u._...X:.‘ ‘.
Inre | | Cha}g;ter 9 7
CITY OF DETROIT, MICHIGAN, . Case No. 13-53846
Debtor. Hon;iSteifén W. Rhodes
_____________________________________________________ ;

ORDER PURSUANT TO SECTION 167(a) OF THE
BANKRUPTCY CODE EXTENDING THE CEFAPTER 9 STAY TO
CERTAIN (A) STATE ENTITIES, (B) NON OFi ICER EMPLOYEES
AND (CY AGENTS AND REPRESENTATIVE‘ OF THE DEBTOR

This matter coming before the Cburt én the Motion of Debtor,
Pursuant to Sectioﬁ 105(a) of the Bankruptey Code, for Antry of an Order,
Extendmg the Chapter 9 Stay to Certain (A) State Entm‘l:s (E) Non-Officer
Employecs and (C) Agents and Representatives of thc Eabtor (the "Motion™),’
filed by the City of Detroit, Michigan (the "City"); the C:)urt havmg reviewed the

Motion and the Orr Declaration and having considered 1 e statements of counsel

and the evidence adduced with respect to the--Motion atyshearing before the Court

(2 B :
(the "Hearing"); and the Court ﬁndmg that (a) the Couy has Jur1sd1ct10n over this
_ 3y

Capitalized terms not otherwise defined herein have the meanings given to
them in the Motion.

LA DNATR I

13-53846-swr_ Doc 166 Filed 07/25/13 Entered 07/25%/1 _  1353846130725000000000009
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A
ih-

_ . | 8. a0
matter pursuant to 28 U.S.C. §§ 157 and 1334, (b) this 1{% a core proceeding
pursuaﬁt to 28 U.S.C. § 157(b), (c) notice of ‘lthe Motion and the Hearing was
sufficient under the circumstances, (d) the unusual cirpﬁ’,hsta‘ﬁces present in this
chapter 9 case warrant extending the Chapter 9 Stay to the State Entities, the |

Non-Officer Employees and the City Agents and Représ!hﬁtalﬁives; and the Court

L

J

having determined that the legal and factual Béses set foz;i;h in the Motion and the
Orr Declaration and at the Hearing establish just cause fr the relief granted herein;
IT IS HEREBY ORDERED THAT:
I. The Motion is GRANTED.
2. Pursuant to sectioﬁ 105(&1). of the Baﬁb\ruptcy Code, the
Chapter 9 Stay hereby 1s extended to apply 1'1;511 respeé? s (to j:éhe extent not
otherwise applicable) to the State Entities (delfined as thg Gc;\‘}férnor, the State
Treésurer and the members of the Loan Board, co]lecti\}gly with the State
Treasurer and the Governor, and together with each ehtlzasgz’s's.taff, agénts and
fépresentativés), the Non-Officer Employees and the Cl‘y Aéents and
Repreéentatives. “ -
3. | For the évoidénce of doubﬁ each of t-:¢ Prepetition Lawsuits
hereby is stayed, puréuént to section 105(a) of the Bankinptey Code, pending

‘ ik
further order of this Court.

o o D G .
13-53846-swr_ Doc 166 Filed 07/25/13 Entered 07/2%/13 13:37:18 Page 2 of 3
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e ) ‘ L o the . '
4, This order is entered without prejudize to the right of any
creditor to file a motion for relief from the stﬁy imposedr%y this order uéing the
prdcedufés of and under the standards of 11 U.S.C. § 362(d)-(g).
Signed on July 25, 2013
{8/ Steven Rhodes

Steven Rhodes
United States Bankruptcy Judge

S

3.
13-53846-swr  Doc 166 Filed 07/25/13 Entered 07/25/13 13:37:18 Page 3 of 3
13-53846-swr Doc 1221-11 Filed 10/17/13 Entered 10/17/13 14:22:01 Page 6 of 11

RECEIVED by Michigan Court of Appeals 7/26/2013 1:07:44 PM



RECEIVED by Michigan Court of Appeals 7/26/2013 1:07:44 PM

: Docket #0167 Date Filed: 7/25/2013

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

_____________________________________________________ X

Inre : Charpter 9

CITY OF DETROIT, MICHIGAN, Case No. 13-53846
Debtor. : Hon, Steven W. Rhodes

_____________________________________________________ X

- ORDER PURSUANT TO SECTION 10%(a) OF THE
BANKRUPTCY CODE CONFIRMING THE PROTECTIONS
OF SECTIONS 362, 365 AND 922 OF THE BAINKRUPTCY CODE

This matter coﬁﬁng béforefhe Cpurt on th:éﬁ'i\/loééon of Debtor,
Pﬁrsuant to Section 105(a) of the Bankruptcy Code, for =nfry of an Order
Confirming the Protections of Sections 362, 365 and 92%; of the Bankruptcy Code
(the "Motion")," filed by the City of Detroit, Michigan (tiie "City"); the Court
having reviewed the Motion and the Orr Declaration and¢ ;haviﬁg considered the
statements of counsel and the evidence adduced with respect to the Motion at a
healmg before the Coux“c (the "Hearing"); dnd the Court *‘mdmg that: (a) the Court

:r_ "

has Jurlsdlctlon over th1s matter pursuant to 28’ U. S C. §g 15] and. 1334 (b) this is
'\

a core proceedmg pu.l suant to 28 US.C. § 157(b) (c) netice 01 the Motion a.nd the

1 Capitalized ferms not otherwise defined herem have the meanings given to

- them in the Motion. K I,

! ?’?I|I QIR
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Hearing was sufficient under the circumstances, (d) amogﬁg other things, the
requested relief confirms the protections of sections 362‘? 365 and 922 of the
Bénlérﬁptcy Codg_ahd (e) the Emergency Maﬁager is an bfficer of the City as that
term is urse‘din‘ Sebtion 922(2)(1) of the‘Bankaptcy Cod?; and thie Coutrt having
determined that the legal and factual bases set forth in th:e Motion and the Orr

Decledation and at the Hearing estabhsh JUSt cause for 1&”{ rel1 Lf granted he1 ein;
- 5

IT IS HEREBY ORDERED THAT: |

L. The Motion is GRANTED.

2. Pursuant to section 362 of the Bankruptcy Code, all persons
(mcludmg 1nd1v1duals partnerthps corpca ations, hmlted habﬂlty companies and
all thosé acting for or on their behalf), all foreign or dox.‘iﬂ;estic goverﬁmenfal units

and all other entities (and all those acting for or on their iﬁehéif) are hereby stayed,

A . {:
restrained and enjoined from:

(a) commencing or continuing any judic“éll, administrative or other
proceeding against the City, including, the, issuance or
employment of process, that was or could have been
commenced before the City's chapter 9 case was commenced,;

(b)  recovering a claim against the City that arose before the
commencement of its chapter 9 case;

(¢) taking any action to obtain possessio# of property of or from
the Clty,

o

(d) takmg any action to create perfect or L,nforcc any hen against
- property of the City, to the extent that,such lien secures a claim
that arose before the commencement of thP Clty s chapter 9
case; : ‘ :

o : D
13- 53846 swr_ Doc 167 Filed 07/25/13 Entered O?IZ‘" ‘13 13:52.58 Page 2 of 5
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(e) taking any action to collect, assess of'tecover a claim against
the City that arose before the commencement of its chapter 9
case; and

(f)  offsetting any debt owing to the City that arose before the
commencement of its chapter 9 case agamst any claim agamst
the Clty '

P S

3. All entltles, including a'H: p.ielrsons angd-foréign and doﬁesﬁc
governmental units, and all those acting on their behalf, including sheriffs,
marshals, constables and other or similar law enforcemeéit officers and officials are
stayed, restrained and enjoined from in any way seizing, attaching, foreclosing
upon, levying against or in any other way interfering with any and all property of
the City, wherever located.

4. Pursuant to section 922(a). of the Baékf@tcy Code, all persons
(including individuals, partnerships, corporat_ijpns,'limiteé liability Companies and
all those acting for or on their behalf), all foreign or domestic governmental units

and all other entities (and all those déting for or on theif'behaljf) are .hereby stayed,

restrained and enjoined from:

(a) commencing or continuing a judiciaf} administrative, or other
action or proceeding against an officer or inhabitant of the City,
including the issuance or employmer? of process, that seeks to
enforce a claim against the.City; and,;

(b) enforcing a lien on or arising out of taxes or assessments owed
to the City.
5. For the avoidance of doubt, the protetions of section 922(a)(1)

of the Bankruptey Code with respect to officers and inh#bitants of the City, as set

. y
3.

6—Swr C 67 Filed 07/25/13 Entered 07/25/13 13:52 5 Pag e3 f5
wWr 22 -11  Filed 10/17/13 "Entered 10/17/13 14:

W=
W
ey

oow
0



RECEIVED by Michigan Court of Appeals 7/26/2013 1:07:44 PM

forth in paragraph 4(a) above, apply in all respects to: (¢) the Emergency

Manager; and (b) the City Officers, in whatever capacity' each of them may serve.
6. Pursuant to sect‘ion 365 of :the Banlq;;}ptcy Code, al_l persons
(inqluding individuals, partnerships, corporz_l_tions, “‘*?liti? lif{b‘ility companies and
all those acting for or on their behalf), all foreign or domestic governmental units
and all other entities (and all those acting for or on theirbehalf) are hereby
prohibited from modifying or terminating any executory confract or unexpired
lease, or any right or obligation under such contract or Icase, at any time after the
commencement of the City's chapter 9 case solely because of a provision in such
confractbr leaée fhét 1s conditioned .o'n: “

(a)  the insolvency or financial condition of the City at any time
before the closing of the City's chapter 9 case; or

(b) the commencement of the City's chwtcr 9 case.

7. Pursuant to sections 362 and 365 of i ae Bankruptcy Code all
parties to an executory contract or unexplred lease W1th 1e C1ty shall continue to
perform their obligations under such contract or lease untill such contract or lease is

assumed or rejected by the City or otherwise expires by ts own terms.

e

Signed on July 25, 2013
: s/ Steven Rhodes

Steven Rhodes.

United Siates Bankruptey Judge

:E’_n'.

| 4
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Court of Appeals, State of Michigan

ORDER
Michael I, Kelly
Gracie Webster v State of Michigan Presiding Judge
Docket No. 317286 Patrick M. Meter
LC No. 13-000734-CZ Stephen L. Borrello

Judges

Upon notification of a pending bankruptcy proceeding that deprives this Court of the
authority to continue its review of this case, 11 USC 105(a), the Court orders that the case is CLOSED
without prejudice. The closure does not constitute a dismissal or a decision on the merits. When the
bankruptcy stay has been removed, the case may be reopened on motion.

o (:f__'ji:-

R e
. i

Presiding Judge-,

o

X,
A

JUL 29 2013 2

Date ChiefTlerk
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