UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF ALABAMA
SOUTHERN DIVISION
In re:
JEFFERSON COUNTY, ALABAMA,
a political subdivision of the State of
Alabama,
Debtor.

)
)
)
)
)
)
)

Case No. 11-05736-TBB
Chapter 9

FINDINGS OF FACT, CONCLUSIONS OF LAW, AND ORDER CONFIRMING THE
CHAPTER 9 PLAN OF ADJUSTMENT FOR JEFFERSON COUNTY, ALABAMA
(DATED November 6, 2013)
On November 20-21, 2013, the Court held a hearing (the “Confirmation Hearing”) on
confirmation of the Chapter 9 Plan of Adjustment for Jefferson County, Alabama (Dated
November 6, 2013) [Docket No. 2182], which made certain modifications to the Chapter 9 Plan
of Adjustment for Jefferson County, Alabama (Dated July 29, 2013) [Docket No. 1911] (as
subsequently further supplemented, amended, or modified, including by the Plan Supplement,
the “Plan” 1) proposed by Jefferson County, Alabama, a political subdivision of the State of
Alabama and the debtor in the above-captioned chapter 9 bankruptcy case (the “County”). The
record of the Confirmation Hearing reflects all appearances that were made at the Confirmation
Hearing.
The Court has reviewed and considered the following documents in connection with
confirmation of the Plan:
•
1

the Plan and the exhibits to the Plan;

Capitalized terms used but not otherwise defined in this Confirmation Order have the meanings
ascribed to those terms in the Plan. Any term used in this Confirmation Order that is not defined in
the Plan or in this Confirmation Order, but that is defined in title 11 of the United States Code (the
“Bankruptcy Code”) or the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), shall
have the meaning ascribed to that term in the Bankruptcy Code or the Bankruptcy Rules, as
applicable. Except as set forth herein, the rules of interpretation and construction set forth in Section
1.2(b) of the Plan shall apply to this Confirmation Order. Among other things, those rules of
interpretation and construction provide that the word “including” shall be deemed to mean “including,
without limitation”.
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•

the solicitation version of the Disclosure Statement accompanying the Plan
[Docket No. 1977];

•

the Order Approving: (A) the Form, Scope, and Nature of Solicitation, Balloting,
Tabulation, and Notices with Respect to the “Chapter 9 Plan of Adjustment for
Jefferson County, Alabama (Dated July 29, 2013)”; and (B) Related
Confirmation Procedures, Deadlines, and Notices [Docket No. 1975] (the “Plan
Procedures Order”);

•

the Notice of (I) Approval of Disclosure Statement, (II) Confirmation Hearing on
Chapter 9 Plan of Adjustment, and (III) Procedures and Deadlines Regarding
Confirmation of the Plan [Docket No. 1979] (the “Confirmation Hearing
Notice”);

•

the Affidavit of Service of Gil Hopenstand [Docket No. 2050 and the unredacted
version filed with the Court under seal] and the Affidavit of Service of David
Hartie [Docket No. 2055] (together, the “Solicitation Affidavits”);

•

the Affidavit of Publication re Notice of Confirmation Hearing on Chapter 9 Plan
of Adjustment in The Wall Street Journal, The Bond Buyer and The Birmingham
News [Docket No. 2051] (the “Publication Affidavit”);

•

the Affidavit of Service of Karen M. Wagner [Docket No. 2056 and the unredacted
version filed with the Court under seal] (the “Ratepayer Notice Affidavit”),
including the form of notice attached thereto as Exhibit D (the “Ratepayer
Notice”);

•

the Affidavit of Service of David Hartie describing certain service effected by
Broadridge Financial Solutions, Inc., including the affidavits of mailing attached
thereto [Docket No. 2167] (collectively, the “Institutional Nominees’ Affidavit”);

•

the Plan Supplement dated September 30, 2013, and all amendments,
modifications, and supplements of all documents and agreements filed as part of
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the Plan Supplement (including all exhibits and attachments thereto and
documents referred to in such documents) prior to the date hereof, including in the
Amended Plan Supplement dated November 14, 2013, in the Further Supplement
to Amended Plan Supplement dated November 19, 2013, and in the Second
Further Supplement to Amended Plan Supplement dated November 21, 2013
[Docket Nos. 2101, 2208, 2238 & 2245] (collectively, the “Plan Supplement”);
•

the Motion for Approval Pursuant to the Confirmation Order of Compromises
and Settlements and Related Relief with Respect to the Chapter 9 Plan of
Adjustment for Jefferson County, Alabama [Docket No. 2183] (the “Plan
Settlements Motion”);

•

the Notice of Plan Modifications and Hearing Thereon and the exhibits thereto
[Docket No. 2184];

•

the Certification of David Hartie with Respect to the Tabulation of Votes on and
Commutation Elections with Respect to the Chapter 9 Plan of Adjustment for
Jefferson County, Alabama (Dated July 29, 2013) [Docket No. 2200] and the
Certification of Gil Hopenstand with Respect to the Tabulation of Votes on the
Chapter 9 Plan of Adjustment for Jefferson County, Alabama (Dated July 29,
2013) [Docket No. 2201] (together, the “Balloting Declarations”), including the
accompanying exhibits and tabulation summaries contained therein (together, the
“Plan Ballot Summary”);

•

all objections to confirmation of the Plan, including: (1) the Ratepayer/Creditors
Objection to Plan of Adjustment (the “Plan”) [Docket No. 1920]; (2) the
Ratepayer/Creditors’ Supplement and Amendment to Objections Filed July 30,
2013, to Chapter 9 Plan of Adjustment for Jefferson County, Alabama [Docket
No. 2132]; (3) the Objection to Chapter 9 Plan of Adjustment for Jefferson
County, Alabama, and subsequent Amended & Supplemented In Toto Objection to
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Chapter 9 Plan of Adjustment for Jefferson County, Alabama [Docket Nos. 2110
& 2112]; (4) the Claimant Charlotte Breece’s & Lillie Starks’ Objection to
Chapter 9 Plan of Adjustment for Jefferson County, Alabama [Docket No. 2116];
(5) a letter objection filed by Betty J. Rodman [Docket No. 2123]; (6) the
Objections to the Plan filed by Frances E. Weems [Docket No. 2124]; and (7) the
letter objection filed by Ms. Lucille Crawford [Docket No. 2129];
•

the Omnibus Reply Brief in Support of Plan Confirmation [Docket No. 2203];

•

all other pleadings, briefs, documents, exhibits, and evidence submitted or
adduced before or at the Confirmation Hearing;

•

the record in the Case and all related adversary proceedings; and

•

the statements, arguments, objections, and representations of counsel at the
Confirmation Hearing and the entire record of the Confirmation Hearing.
FINDINGS OF FACT AND CONCLUSIONS OF LAW

After sufficient notice and opportunity for all parties to be heard, and after due deliberation,
based on the Court’s thorough review and full consideration of the foregoing materials, and good
and sufficient cause appearing therefor, the Court makes the following findings of fact and
conclusions of law. Any finding of fact constitutes a finding of fact even if it is stated as a
conclusion of law, and any conclusion of law constitutes a conclusion of law even if it is stated as a
finding of fact. All findings of fact and conclusions of law announced by the Court on the record
in connection with confirmation of the Plan or otherwise at the Confirmation Hearing are
incorporated herein by reference. 2 The findings and conclusions set forth herein and in the record
of the Confirmation Hearing constitute the Court’s findings of fact and conclusions of law pursuant

2

The findings of fact and conclusions of law set forth herein and announced on the record during the
Confirmation Hearing shall be construed in a manner consistent with each other so as to effect the
purpose of each; provided, however, that if there is any direct conflict that cannot be reconciled, then,
solely to the extent of such conflict, the provisions of this Confirmation Order shall govern and shall
control and take precedence over any findings of fact or conclusions of law announced on the record
at the Confirmation Hearing.
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to Rule 52 of the Federal Rules of Civil Procedure, as made applicable herein by Bankruptcy Rules
7052 and 9014.
A.

Venue and Jurisdiction.

The Court has jurisdiction over the Case and

confirmation of the Plan pursuant to 28 U.S.C. §§ 157 and 1334 and pursuant to the general
order of reference entered by the United States District Court for the Northern District of
Alabama on July 16, 1984 (as subsequently amended). Venue of the Case in the Court was
proper as of the Petition Date pursuant to 28 U.S.C. §§ 1408 and 1409 and continues to be proper
during the Case.

Confirmation of the Plan, approval of the compromises and settlements

incorporated into the Plan, and validation of the Approved Rate Structure, Rate Resolution, New
Sewer Warrants, and New Sewer Warrant Indenture are each core bankruptcy proceedings
pursuant to 28 U.S.C. § 157(b)(2)(L). The Court has exclusive jurisdiction to determine whether
the Plan complies with the applicable provisions of the Bankruptcy Code and should be
confirmed, and the Court has the constitutional power and authority to enter a final order with
respect thereto.
B.

Eligibility to be a Debtor. The County was and is an entity eligible to be a chapter

9 debtor under Bankruptcy Code section 109(c). See In re Jefferson County, 469 B.R. 92
(Bankr. N.D. Ala. 2012).
C.

Judicial Notice. The Court takes judicial notice of the docket of the Case and all

related adversary proceedings and appeals maintained by the clerk of the applicable court or its
duly appointed agent, including all pleadings and other documents on file, all orders and
memorandum opinions entered, all hearing transcripts, and all evidence and arguments made,
proffered, submitted, or adduced at the hearings held before the applicable court during the
pendency of the Case, including the hearing to consider the adequacy of the Disclosure
Statement and the Confirmation Hearing.
D.

Burden of Proof. The County, as proponent of the Plan, has the burden of proving

that the requirements for confirmation set forth in Bankruptcy Code section 943(b) have been
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satisfied by a preponderance of the evidence. As more fully set forth in this Confirmation Order
and in the record of the Confirmation Hearing, the County has met that burden. Additionally, as
more fully set forth in this Confirmation Order and in the record of the Confirmation Hearing,
the County has met its burden with respect to approval of the compromises and settlements
incorporated into the Plan pursuant to Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy
Rule 9019(a), and other applicable law.
E.

Notice and Due Process.

The Plan Procedures Order (1) established the

procedures (a) for voting on the Plan, (b) for the solicitation and tabulation of votes with respect
to the Plan, and (c) with respect to the Commutation Election and, in the case of those holders, as
of the Ballot Record Date, of Class 1-A Claims with respect to the Series 2003-C-9 Through C10 Sewer Warrants that are deemed to have made the Commutation Election (the “Deemed
Commuting Holders”), the opportunity to rescind such deemed Commutation Election; and (2)
approved the form of ballots, master ballots, and election documentation. The County thereafter
provided due, adequate, and sufficient notice of the Plan and the exhibits thereto, the
Confirmation Hearing, the time fixed for returning ballots, and the time fixed for filing
objections to Plan confirmation by disseminating the Confirmation Hearing Notice and the
Solicitation Packages and by otherwise complying with the “Solicitation Procedures” approved
in the Plan Procedures Order as more fully set forth in the declarations of service filed in the
Case, including the Publication Affidavit, the Solicitation Affidavits, the Institutional Nominees’
Affidavit, and the Balloting Declarations. Service of the Confirmation Hearing Notice and the
Solicitation Packages provided reasonable and adequate notice of these matters, provided
Creditors with a reasonable period of time in which to make an informed decision whether to
accept or reject the Plan and whether to make or not make the Commutation Election (and, in the
case of the Deemed Commuting Holders, whether to rescind such deemed Commutation
Election) and complied in all regards with the requirements of the due process clause of the Fifth
Amendment to the United States Constitution and, to the extent applicable, with the requirements
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of the due process clause of the Fourteenth Amendment to the United States Constitution.
Service of the Confirmation Hearing Notice and the Solicitation Packages also complied with the
applicable provisions of (i) the Bankruptcy Code; (ii) the Bankruptcy Rules, including
Bankruptcy Rules 2002, 3017, 3018, and 3020; and (iii) the rules and orders of the Court,
including the Plan Procedures Order.

Additionally, the County published notice of the

Confirmation Hearing in each of The Birmingham News, The Bond Buyer, and The Wall Street
Journal, in accordance with the Plan Procedures Order, which publication notice (x) constituted
due, adequate, and sufficient notice of the contents of the Confirmation Hearing Notice and the
Solicitation Packages on all claimants and other parties whose identity is neither known to nor
reasonably ascertainable by the County and on any other claimants or other parties that did not
otherwise receive the Solicitation Package, the Confirmation Hearing Notice, or the Ratepayer
Notice; and (y) complied with the requirements of the due process clause of the Fifth
Amendment to the United States Constitution and, to the extent applicable, with the requirements
of the due process clause of the Fourteenth Amendment to the United States Constitution.
Furthermore, as set forth in the Ratepayer Notice Affidavit, the County served the Ratepayer
Notice on all known ratepayers and users of the Sewer System, which individualized notice (A)
constituted due, adequate, and sufficient actual written notice of the Plan (including with respect
to the Approved Rate Structure and Rate Resolution), the opportunity to object to the Plan, the
opportunity to be heard at the Confirmation Hearing, and the other contents of the Ratepayer
Notice on all ratepayers and users of the Sewer System and each of them; and (B) complied with
the requirements of the due process clause of the Fifth Amendment to the United States
Constitution and, to the extent applicable, with the requirements of the due process clause of the
Fourteenth Amendment to the United States Constitution. No other or further notice is necessary
or shall be required to bind the County, all Creditors, and all ratepayers and users of the Sewer
System to the terms of this Confirmation Order and the Plan (including with respect to the
Approved Rate Structure and Rate Resolution).

7
Case 11-05736-CRJ9

Doc 2248 Filed 11/22/13 Entered 11/22/13 11:35:56
Main Document
Page 7 of 79

Desc

F.

Good Faith Solicitation, Voting, and Tabulation. Based on the record in the Case:

(1) the solicitation of acceptances of the Plan and the Commutation Election was made in good
faith and in compliance with the Plan Procedures Order, all applicable provisions of the
Bankruptcy Rules (including Bankruptcy Rules 3017 and 3018), all applicable provisions of the
Bankruptcy Code (including sections 1125 and 1126), and all other applicable laws, rules, and
regulations; and (2) the County, all the Plan Support Parties, the Sewer Warrant Trustee, the
School Warrant Trustee, the FGIC Rehabilitator, and all their respective Related Parties have
acted in “good faith” within the meaning of Bankruptcy Code section 1125(e) and the
Bankruptcy Rules in connection with their respective activities relating to the solicitation of
acceptances of the Plan and the Commutation Election and their participation in the activities
described in Bankruptcy Code section 1125. Accordingly, all such Persons are entitled to the
protections afforded by Bankruptcy Code section 1125(e) and the exculpation provisions set
forth in Section 5.1 of the Plan. As more fully set forth in the Solicitation Affidavits, the
Institutional Nominees’ Affidavit, and the Balloting Declarations, all procedures used to
distribute solicitation materials to Creditors and to tabulate the ballots, master ballots,
Commutation Elections, and, in the case of the Deemed Commuting Holders, rescissions of
deemed Commutation Elections with respect to the Plan were fair, reasonable, utilized and
applied in good faith, conducted in accordance with the Bankruptcy Code, the Bankruptcy Rules,
the Plan Procedures Order, and all other applicable rules, laws, and regulations, and complied
with the requirements of the due process clause of the Fifth Amendment to the United States
Constitution and, to the extent applicable, with the requirements of the due process clause of the
Fourteenth Amendment to the United States Constitution.
G.

Acceptances of the Plan. As evidenced by the Plan Ballot Summary, each of

Classes 1-A, 1-B, 1-C, 1-D, 2-A, 2-B, 2-C, 5-A, 5-D, 5-E, 6, and 7 has accepted the Plan within
the meaning of Bankruptcy Code section 1126(c). Each of Classes 3-A, 3-B, 4, 5-B, 5-C, and 8
is not Impaired under the Plan and conclusively is deemed to accept the Plan pursuant to
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Bankruptcy Code section 1126(f). Each of Classes 1-E, 1-F, and 9 is a class of subordinated
Claims that will neither receive nor retain any property under the Plan on account of such Claims
and thus is deemed to reject the Plan pursuant to Bankruptcy Code section 1126(g). Because no
votes were cast by the single holder of Claims in Classes 2-D and 2-E, the Court treats those two
Classes as Classes that have not accepted the Plan. As set forth below, the Plan is confirmable
under Bankruptcy Code section 1129(b) with respect to those Classes that are deemed to reject or
have otherwise not accepted the Plan.
H.

Consent Under Section 904. Pursuant to and for purposes of Bankruptcy Code

section 904, the County consents to entry of this Confirmation Order on the terms and conditions
set forth herein and to entry of any further orders as necessary or required to implement or
enforce the provisions of the Plan, this Confirmation Order, and any and all related transactions.
I.

Compromises and Settlements Embodied in the Plan are Fair, Equitable,

Reasonable, and in the Best Interests of the County, Creditors, and Other Persons. The Plan is
the result of extensive arms’ length negotiations among the County and its significant Creditor
constituencies, including the Plan Support Parties, each of which was represented by
sophisticated counsel, and the compromises and settlements among the County and various
Creditors form the very foundation of the Plan. In the absence of such compromises and
settlements, the County’s emergence from chapter 9 would likely be significantly delayed by
currently stayed and other litigation and burdened by additional expense, which could impair the
ability of the County to successfully adjust its debts, thereby prejudicing the recovery for all
Creditors and raising uncertainties about the County’s future economic condition. Each of the
compromises and settlements incorporated into the Plan (a) is made in good faith, furthers the
policies and purposes of chapter 9, is fair, equitable, and reasonable; (b) is in the best interests of
the County, all Creditors, and all other affected Persons with respect to the Claims, Causes of
Action, and other matters resolved by such compromises and settlements; (c) is within the range
of reasonable results if the issues were litigated; (d) falls above the lowest point in the range of
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reasonableness; and (e) meets the standards for approval under Bankruptcy Code sections 105(a)
and 1123(b), Bankruptcy Rule 9019(a), and other applicable law. The Plan is supported by all of
the Plan Support Parties (including all parties to all pending litigation among the County and the
Sewer Plan Support Parties) who hold, among other indebtedness of the County, more than 85%
of the outstanding Sewer Warrants and, with respect to the Sewer Warrant Insurers, who insure
through their Sewer Wrap Policies and their Sewer DSRF Policies substantially all of the
outstanding Sewer Warrants. In addition, the Sewer Warrant Trustee does not object to the Plan,
including the compromises and settlements incorporated therein. Further, the Plan will fairly and
consensually resolve six adversary proceedings pending in the Court, two appeals pending in the
Eleventh Circuit Court of Appeals, and three state court actions (two pending in New York, one
pending in Alabama), each of which raises difficult and complex issues.

The Plan thus

incorporates a complex series of interrelated compromises and settlements that resolve the most
significant potential obstacle to confirmation of a plan of adjustment. Moreover, since the
compromises and settlements are inextricably interwoven, they all hinge on one another and the
approval of all of these compromises and settlements is required in order to satisfy the conditions
to the Effective Date set forth in the Plan. Each of these findings and conclusions supports the
relief requested in the Plan Settlements Motion. Without limiting the generality of the foregoing,
the Court finds and concludes that:
1.

The Plan incorporates and is expressly conditioned upon the approval and

effectiveness of a comprehensive compromise and settlement by and among the County
and the Sewer Plan Support Parties of numerous issues and disputes related to the Sewer
System, the Sewer Released Claims, and the allowance and treatment of the Sewer Debt
Claims.

As of the Effective Date, the Plan represents a full, final, and complete

compromise, settlement, release, and resolution of, among other matters, all disputes and
pending or potential litigation (including any appeals) regarding the following: (a) the
allowability, amount, priority, and treatment of the Sewer Debt Claims; (b) the validity or
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enforceability of the Sewer Warrants; (c) the valuation of the Sewer System and of the
stream of net sewer revenues pledged under the Sewer Warrant Indenture; (d) the
appropriate rates that have been or can be charged to users of the Sewer System; (e) any
Causes of Action or Avoidance Actions that the County has asserted or could potentially
assert against the JPMorgan Parties or against other of the Sewer Plan Support Parties,
including any subordination claims (including equitable subordination claims and
statutory subordination claims) relating to any Sewer Debt Claims held by any of the
Sewer Plan Support Parties; (f) the Sewer Released Claims that (i) some of the Sewer
Plan Support Parties have asserted or (ii) the Sewer Plan Support Parties could potentially
assert against other Sewer Plan Support Parties, including, in each case, any
subordination

claims

(including

equitable

subordination

claims

and

statutory

subordination claims) relating to any Sewer Debt Claims held by any of the Sewer Plan
Support Parties; (g) how the Sewer Warrant Trustee has applied revenues of the Sewer
System to payment of certain Sewer Debt Claims both before and during the Case,
including any Causes of Action related to the reapplication to principal of any interest
payments made on the Sewer Warrants during the Case or reallocation of any payments
made on the Sewer Warrants both before and during the Case among the holders of
various series and subseries of Sewer Warrants; (h) the various issues raised by the
Declaratory Judgment Action; (i) the scope and extent of any liens or other property
rights under the Sewer Warrant Indenture; (j) whether, and the extent to which, the
County may recover from Sewer System revenues amounts actually incurred or
previously paid by the County on account of professional fees prior to and during the
Case; (k) the allowance and amount of any Bank Warrant Default Interest Claims; (l) the
priority of the LBSF Periodic Payment Claim, the various issues raised by the LBSF
Periodic Payment Claim, and the Sewer Warrant Trustee’s treatment of and obligations
with respect to that Claim; (m) the various issues raised by the Receivership Actions; and
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(n) other historical and potential issues associated with the Sewer System and its
financing. The compromise and settlement of these myriad, highly complex issues under
the Plan – including any and all Sewer Released Claims that have been or could be
asserted by the Sewer Released Parties against the other Sewer Released Parties and their
respective Related Parties – is made in good faith, is fair, equitable, and reasonable, and
is in the best interests of the County, ratepayers and users of the Sewer System, and all
Creditors. Absent this comprehensive compromise and settlement, the County and the
Sewer Plan Support Parties would devote very substantial time and resources litigating
numerous, complex, difficult, and uncertain issues of law and fact resolved by the Plan.
Litigation of such issues would be expensive, time-consuming, and risky, and any
attempt to confirm a plan of adjustment without compromises and settlements of such
issues likely would result in significant confirmation objections and a highly contested
confirmation hearing, significant delay in obtaining confirmation of a plan of adjustment,
erosion of distributions to Creditors (potentially in a material amount), and uncertainty as
to the County’s future economic condition. The detrimental effects to the County and its
Creditors of further delay in confirmation and consummation of a plan of adjustment
could be significant. The comprehensive compromise and settlement by and among the
County and the Sewer Plan Support Parties incorporated into the Plan is fair, equitable,
and within the range of reasonable results if the issues were litigated, falls above the
lowest point in the range of reasonableness, and meets the standards for approval under
Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy Rule 9019(a), and other
applicable law.
2.

Notwithstanding the general treatment afforded to holders of Allowed

Class 1-A Claims and Allowed Class 1-B Claims, as part of the global settlement among
the County, the JPMorgan Parties, and the other Sewer Plan Support Parties, the
JPMorgan Parties have agreed, subject to the terms and conditions set forth in the Plan
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and the Sewer Plan Support Agreements, to make the Commutation Election with respect
to all Sewer Warrants held by the JPMorgan Parties (but without receiving the higher
recovery being made available to all other holders of Sewer Warrants that make or are
deemed to make the Commutation Election), to provide the Reserve Fund LOC, and to
reallocate to the other holders of Allowed Class 1-A Claims and Allowed Class 1-B
Claims a substantial portion of the JPMorgan Parties’ Pro Rata share of the Distribution
made to holders of Allowed Class 1-A Claims and Allowed Class 1-B Claims, thereby
increasing the recovery received by all other holders of Allowed Class 1-A Claims and
Allowed Class 1-B Claims on account of such Claims and reducing the amount of Sewer
System indebtedness following the County’s emergence from chapter 9. As a result of
such reallocation by the JPMorgan Parties and the contributions by the Sewer Warrant
Insurers detailed below, each holder of an Allowed Class 1-A Claim or an Allowed Class
1-B Claim (other than the JPMorgan Parties) will receive, in full settlement, satisfaction,
release, and exchange of such holder’s Claims, a Distribution of Cash from Refinancing
Proceeds and other sources of Cash in one of the two amounts specified in Option 1 and
Option 2 of Sections 2.3(a) and 2.3(b) of the Plan. Such Distribution is higher than each
such holder’s Pro Rata share of the Distribution made to all holders of Allowed Class 1-A
Claims and Allowed Class 1-B Claims as a result of (a) the reallocation of Plan
consideration from the JPMorgan Parties to other holders of Allowed Class 1-A Claims
and Allowed Class 1-B Claims; and (b) the consideration provided by the Sewer Warrant
Insurers (1) settling and releasing any and all of their Sewer Released Claims against the
County and the JPMorgan Parties pursuant to the Plan, (2) agreeing to receive an
aggregate Pro Rata Distribution on account of their Allowed Sewer Warrant Insurer
Claims that is less than the Pro Rata share of the Distribution received by the holders of
Allowed Class 1-A Claims and Allowed Class 1-B Claims, and (3) allowing their Pro
Rata share of such reallocated consideration from the JPMorgan Parties to be made
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available to the holders of Allowed Class 1-A Claims and Allowed Class 1-B Claims on
account of such Claims. The sources of the incremental recovery to those holders of
Allowed Class 1-A Claims and Allowed Class 1-B Claims that make the Commutation
Election will be from (a) the reallocation of Plan consideration that otherwise would have
been distributed to the JPMorgan Parties; and (b) consideration provided by the Sewer
Warrant Insurers (1) settling and releasing any and all of their Sewer Released Claims
against the County and the JPMorgan Parties pursuant to the Plan, (2) agreeing to receive
an aggregate Pro Rata Distribution on account of their Allowed Sewer Warrant Insurer
Claims that is less than the Pro Rata share of the Distribution received by the holders of
Allowed Class 1-A Claims and Allowed Class 1-B Claims, and (3) allowing their Pro
Rata share of such reallocated consideration from the JPMorgan Parties to be made
available to the holders of Allowed Class 1-A Claims and Allowed Class 1-B Claims that
make the Commutation Election on account of such Claims. The source of the NonCommutation True-Up Amount and the Covered Tail Risk to be paid to the Sewer
Warrant Insurers pursuant to Section 2.3(c) of the Plan shall also be from the reallocation
of Plan consideration that otherwise would have been distributed to the JPMorgan
Parties. In addition to the waiver of swap termination claims totaling approximately $650
million and the receipt by the County of approximately $75 million in connection with or
pursuant to undertakings referenced in the JPMorgan SEC Settlement, the JPMorgan
Parties (including JPMorgan Chase Bank, N.A. in its capacity as one of the GO Banks)
have made concessions pursuant to and in furtherance of the Plan as part of the global
settlement incorporated into the Plan, including by agreeing to waive various Claims on
account of interest and fees and indemnity Claims and general obligation Claims and to
also accept up to approximately $945 million less than the Adjusted Sewer Warrant
Principal Amount of Sewer Warrants held by the JPMorgan Parties. In the aggregate, the
above-described waivers, payments, and concessions exceed $1.5 billion and could
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exceed $1.6 billion.

Furthermore, the JPMorgan Parties provided additional value

through the issuance of the Reserve Fund LOC, which materially reduces the financing
costs associated with the New Sewer Warrants. Accordingly, without giving effect to the
Reserve Fund LOC and after giving effect to the concessions and reallocations described
above and the Supporting Sewer Warrantholder Directed Distribution described below,
but subject to the potential receipt of Excess Refinancing Proceeds pursuant to Section
4.19 of the Plan, the JPMorgan Parties will receive, on the Effective Date, Cash in the
amount of $273 million, which is approximately 22% of the Adjusted Sewer Warrant
Principal Amount of Sewer Warrants held by the JPMorgan Parties (approximately
$1.218 billion), plus a Distribution of Cash on account of any applicable Reinstated
Sewer Warrant Interest Payments in accordance with Section 4.6(a) of the Plan in full,
final, and complete settlement, satisfaction, release and discharge of all Sewer Debt
Claims and Sewer Released Claims held by the JPMorgan Parties. The compromise and
settlement under the Plan of these Claims held by the JPMorgan Parties and any and all
Sewer Released Claims that have been or could be asserted against the JPMorgan Parties
is made in good faith, is fair, equitable, and reasonable, and is in the best interests of the
County, ratepayers and users of the Sewer System, and all Creditors.

Absent this

compromise and settlement, the County, the JPMorgan Parties, the Sewer Warrant
Insurers, and other parties would otherwise devote substantial time and resources to
litigating the issues resolved by the Plan and potentially materially delay the resolution of
the Case. Obtaining final resolution of such complex and protracted litigation would be
prolonged and costly, the ultimate results would be uncertain, recoveries to Creditors
could be materially reduced, and the County’s future economic condition could be
adversely affected. The compromise and settlement by and among the County, the
JPMorgan Parties, the Sewer Warrant Insurers, and other Plan Support Parties
incorporated into the Plan is the product of good faith and arms’ length negotiations, is in
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the best interests of the County, ratepayers and users of the Sewer System, and all
Creditors, is within the range of reasonable results if the issues were litigated, falls above
the lowest point in the range of reasonableness, and meets the standards for approval
under Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy Rule 9019(a), and other
applicable law. As set forth above, these compromises and settlements are supported by
the County, the Sewer Plan Support Parties, and the Sewer Warrant Trustee. These
substantial concessions and consideration provided by the JPMorgan Parties and the
Sewer Warrant Insurers justify the releases provided to such parties by the County, the
Sewer Released Parties, and other releasing parties under the Plan.
3.

As part of the global settlement among the County and the Sewer Plan

Support Parties, the Plan provides for the JPMorgan Parties to make the Supporting
Sewer Warrantholder Directed Distribution.

In order to implement the Sewer

Warrantholder Directed Distribution, the JPMorgan Parties have agreed, subject to the
terms and conditions set forth in the Plan and in the Supporting Sewer Warrantholder
Plan Support Agreement, to reallocate and distribute to each Supporting Sewer
Warrantholder a portion of the JPMorgan Parties’ Cash recovery under the Plan, after
giving effect to all other compromises and settlements incorporated into the Plan. Such
Supporting Sewer Warrantholder Directed Distribution is an integral part of the
comprehensive agreement among the County, the JPMorgan Parties, the Sewer Warrant
Insurers, and the Supporting Sewer Warrantholders – including those agreements on the
part of the Supporting Sewer Warrantholders set forth in Section 5 of the Supporting
Sewer Warrantholder Plan Support Agreement to make the Commutation Election, to
cooperate in the implementation of the Litigation Standstill (as defined in the Supporting
Sewer Warrantholder Plan Support Agreement), and to bind any transferees in respect of
such matters by complying with the restrictions on transfer of their Sewer Warrants, in
each case as and to the extent set forth in the Supporting Sewer Warrantholder Plan
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Support Agreement – in order to facilitate the various settlements to be implemented
pursuant to the Plan and the occurrence of the Effective Date, and is essential to the Plan.
The making of the Supporting Sewer Warrantholder Directed Distribution as part of the
global settlement among the County and the Sewer Plan Support Parties is the product of
good faith and arms’ length negotiations, is in the best interests of the County, ratepayers
and users of the Sewer System, and all Creditors, falls above the lowest point in the range
of reasonableness, and meets the standards for approval under Bankruptcy Code sections
105(a) and 1123(b), Bankruptcy Rule 9019(a), and other applicable law.
4.

As part of the global settlement among the County and the Sewer Plan

Support Parties, the Plan provides that the County will pay $1,250,000.00 to LBSF in
full, final, and complete settlement, satisfaction, release, and exchange of the LBSF
Periodic Payment Claim. The compromise and settlement for approximately 75% of the
asserted LBSF Periodic Payment Claim is the product of good faith and arms’ length
negotiations, is in the best interests of the County, ratepayers and users of the Sewer
System, and all Creditors, is within the range of reasonable results if the issues were
litigated, falls above the lowest point in the range of reasonableness, and meets the
standards for approval under Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy
Rule 9019(a), and other applicable law.
5.

Although the global settlement contained in the July 29, 2013 version of

the Plan would be within the range of reasonable results if the issues were litigated,
would fall above the lowest point in the range of reasonableness, and would satisfy the
standards for approval under Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy
Rule 9019(a), and other applicable law, certain of the Sewer Plan Support Parties made
additional concessions or otherwise provided forms of credit support or enhancement
regarding the New Sewer Warrants (including the provision of the New Sewer Wrap
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Policy3 and delivery of the Reserve Fund LOC and the other Reserve Fund LOC
Agreements), yielding further value of up to $300 million in the aggregate (subject to
potential recoupment of any excess concessions through the payment of Excess
Refinancing Proceeds under Section 4.19 of the Plan) as part of the final version of the
Plan. These additional concessions and forms of credit support or enhancement were
made as a result of further good faith, arms’ length negotiations among the County and
the affected Sewer Plan Support Parties. These additional concessions and forms of
credit support or enhancement are material, significant, and remove any possible doubt
about the fairness of the Plan and the settlements incorporated into the Plan, the
feasibility of the Plan, the scope and depth of concessions made by the Sewer Plan
Support Parties, and the ready satisfaction of the standards for approval of the Plan,
including under Bankruptcy Code sections 105(a), 943(b), and 1123(b), Bankruptcy Rule
9019(a), and other applicable law.
6.

The Plan incorporates a compromise and settlement among the County,

the GO Banks, and the GO Warrant Trustee regarding the withdrawal and release of
substantial Claims on account of default rate interest, the GO Banks’ fees and expenses,
postpetition interest, and, in the case of JPMorgan Chase Bank, N.A., the GO Swap
Agreement Claims. In the case of JPMorgan Chase Bank, N.A., this compromise and
settlement is also part of the global settlement between the County and the JPMorgan
Parties incorporated into the Plan. The compromise and settlement of these Claims under
the Plan is made in good faith, is fair, equitable, and reasonable, and is in the best
interests of the County, all Creditors, and all other affected Persons.
3

Absent this

As used in this Confirmation Order and the Plan, the term “New Sewer Wrap Policy” shall refer to
the final municipal bond insurance policy issued by Assured on the Effective Date and guaranteeing
the scheduled payment of principal of and interest on the Insured Series 2013 Warrants (as that term
is defined in the New Sewer Warrant Indenture) notwithstanding any increase in the amount of the
insured portion of the New Sewer Warrants from the amount assumed in the Further Amended
Financing Plan, the final amount of which insured portion shall be as specified in the definitive
documentation executed on the Effective Date.
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compromise and settlement, the County, the GO Banks, and the GO Warrant Trustee
would likely devote time and resources litigating the issues resolved by the Plan. The
compromise and settlement by and among the County, the GO Banks, and the GO
Warrant Trustee incorporated into the Plan is the product of good faith and arms’ length
negotiations, is in the best interests of the County and all Creditors, is within the range of
reasonable results if the issues were litigated, falls above the lowest point in the range of
reasonableness, and meets the standards for approval under Bankruptcy Code sections
105(a) and 1123(b), Bankruptcy Rule 9019(a), and other applicable law.

The

concessions and consideration provided by the GO Banks, with the support of the GO
Warrant Trustee, justify the releases provided to such parties by the County, the GO
Released Parties, and other releasing parties under the Plan.
7.

The Plan incorporates a compromise and settlement between the County

and National regarding various issues that could be raised and litigated with respect to the
GO Policy Claims and the treatment of the Series 2003-A GO Claims and Series 2004-A
GO Claims arising from the Series 2003-A GO Warrants and the Series 2004-A GO
Warrants insured by National. The compromise and settlement of the GO Policy Claims
under the Plan is made in good faith, is fair, equitable, and reasonable, and is in the best
interests of the County, all Creditors, and all other affected Persons. Without limitation,
the Plan resolves complex disputes that could arise regarding the allowance, priority, and
timing of payment of different components of the GO Policy Claims, including a
substantial compromise by National with respect to the National Fees and Expenses
Claims and the National Reimbursement Claims. The compromise and settlement by and
between the County and National incorporated into the Plan is the product of good faith
and arms’ length negotiations, is in the best interests of the County and all Creditors, is
within the range of reasonable results if the issues were litigated, falls above the lowest
point in the range of reasonableness, and meets the standards for approval under
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Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy Rule 9019(a), and other
applicable law. The concessions and consideration provided by National justify the
releases provided to it by the County, the GO Released Parties, and other releasing parties
under the Plan.
8.

As part of the global settlement among the County and the Sewer Plan

Support Parties and with the goal of permanently resolving all sewer-debt-related issues
that arose prior to the filing of or during the Case, the County has agreed to release all
Sewer Released Claims that belong to or could be asserted by or on behalf of the County,
has agreed to recognize the validity of the Sewer Debt Claims that are Allowed under the
Plan, and in exchange has obtained substantial concessions and consideration from the
Sewer Released Parties.

The aggregate effect of the comprehensive compromises,

settlements, and other provisions of the Plan is (a) for each Sewer Released Party to
waive and release all other Sewer Released Parties and their respective Related Parties
from any and all Sewer Released Claims, and (b) to resolve and dismiss with prejudice
any pending litigation (including pending appeals) commenced by the County or any of
the Sewer Plan Support Parties against the County or any of the Sewer Plan Support
Parties, as well as to settle and release all Causes of Action purportedly asserted, or that
could be asserted, in the Wilson Action and the Bennett Action (collectively with any
other claim or Cause of Action that a third party could assert against any of the Sewer
Released Parties on behalf of the County, “Ratepayer Claims”) because those Ratepayer
Claims constitute and are encompassed within the Sewer Released Claims that are
resolved and forever released by the Plan. Separately and to the extent that the Ratepayer
Claims are not Sewer Released Claims, the comprehensive compromises, settlements,
and other provisions of the Plan operate both to remediate the harm that would give rise
to any claim for damages in the Wilson Action or the Bennett Action (which are
duplicative or derivative of the damages associated with Sewer Released Claims
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belonging to the County that are released, compromised, and settled pursuant to the Plan)
and to moot the Wilson Action and the Bennett Action.
9.

The Court also finds that the allowance of the Claims in Class 1-A, Class

1-B, Class 1-C, and Class 1-D under the Plan, along with the treatment of those Allowed
Claims under the Plan, (a) shall on the Effective Date moot any pending Causes of Action
challenging the validity or enforceability of the Sewer Warrants or the issuance thereof,
payments of principal and interest made in respect of the Sewer Warrants, or any Sewer
System rates or charges established or collected by the County in connection with the
issuance or the payment of debt service in respect of the Sewer Warrants, or seeking the
return of any payment made by the County in connection with the Sewer Warrants or any
financing or other transaction regarding the Sewer System; and (b) shall not be subject to
any collateral attack or other challenge by any Person in any court or other forum from
and after the Effective Date. The Court also finds that the impact of the Plan, pursuant to
which the Claims in respect of the Sewer Warrants are allowed and treated, and pursuant
to which the Sewer System’s indebtedness will be reduced by more than $1.4 billion
(from approximately $3.2 billion of principal and interest outstanding as of the Petition
Date to approximately $1.785 billion of principal as of the Effective Date), moots the
relief requested in the Ratepayer Claims purportedly asserted in the Wilson Action and
the Bennett Action. Indeed, counsel for the plaintiffs in both the Wilson Action and the
Bennett Action have conceded that the purpose of their respective lawsuits is to attack the
amount of the County’s indebtedness associated with the Sewer System, which is an issue
that the County is properly compromising, settling, and resolving pursuant to the Plan.
10.

Without limitation of the foregoing, the Sewer Released Claims include all

Claims or Causes of Action arising from or related to, among other things, alleged acts of
fraud or corruption by the Sewer Released Parties, and each of them, in connection with,
among other things, the County, the Sewer System, the issuance of the County’s sewer
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debt, and investment in the Sewer System. The consideration provided between and
among the Sewer Released Parties under the Plan to fully, finally, and completely
compromise, settle, and resolve the Sewer Released Claims is within the range of
reasonable results if the issues were litigated, falls above the lowest point in the range of
reasonableness, and meets the standards for approval under Bankruptcy Code sections
105(a) and 1123(b), Bankruptcy Rule 9019(a), and other applicable law. Because the
Plan compromises, settles, and resolves all disputed matters concerning the costs
associated with the allegations of fraud and corruption, allegations of past acts, including
acts of fraud and corruption, are not a basis for any Person to challenge the validity of the
Sewer Warrants, any payments made in connection with the Sewer Warrants, or the
reasonableness of the County’s sewer rates under applicable law from and after the
Effective Date (including with respect to the Approved Rate Structure and Rate
Resolution).

The effective resolution of all Sewer Released Claims (including the

Ratepayer Claims) through the Plan is within the County’s powers under the Bankruptcy
Code and applicable nonbankruptcy law, is fair, equitable, reasonable, and appropriate,
and is in the best interests of the County, all Creditors, and all other affected Persons
(including, to the extent applicable, the plaintiffs in the Wilson Action and the plaintiffs
in the Bennett Action).
11.

In summary, the Ratepayer Claims asserted in the Wilson Action and the

Bennett Action, to the extent they have any validity at all (but see Paragraph J below), are
Causes of Action that rightfully belong to and can be brought and settled only by or on
behalf of the County. Such Ratepayer Claims effectively seek to either have monies
returned to the County or obtain declarations concerning the County’s liabilities or lack
thereof. The settlements, compromises, and validations contained in the Plan, including
the validation and allowance of the Sewer Debt Claims, the amount of the New Sewer
Warrants issued, and the validation of the Approved Rate Structure, will (a) render the
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portion of the Wilson Action pending as an adversary proceeding in this Court and the
remaining count of the Wilson Action pending in state court moot or otherwise resolved
as of the Effective Date, and all aspects of the Wilson Action shall be dismissed in
connection with confirmation of the Plan; and (b) render the Bennett Action moot or
otherwise resolved as of the Effective Date, and the Bennett Action shall be dismissed in
connection with confirmation of the Plan.
J.

Lack of Merit to Ratepayer Claims. The Court finds that the legal theories and

arguments underlying the Ratepayer Claims are deficient on the merits and that, to the extent not
otherwise resolved or mooted pursuant to the Plan, the Wilson Action and the Bennett Action
shall be dismissed for failure to state cognizable claims against the defendants in such actions.
Among other deficiencies, (1) the County either owns or can otherwise resolve all potential
Causes of Action that could be asserted by or on behalf of the County relating to the Sewer
Warrant Indenture and related documents, with respect to the validity of the Sewer Warrants, any
payments made in connection with the Sewer Warrants, and the aggregate debt associated with
the Sewer System; (2) Sewer System ratepayers and users are not third party beneficiaries of the
Sewer Warrant Indenture or other related documents concerning the issuance of the Sewer
Warrants or any swap, financing, or other transaction relating to the Sewer System; (3) County
voter or Sewer System ratepayer approval was not required for the issuance of the Sewer
Warrants under applicable Alabama law; (4) Sewer System ratepayers and users do not have a
property interest in any particular level of Sewer System rates; (5) no class has heretofore been
certified, or could be certified as a matter of law, to pursue the Ratepayer Claims at issue in the
Bennett Action and the Wilson Action due to, among other things, the failure of such putative
classes to satisfy the elements of commonality and typicality required under Federal Rule of
Civil Procedure 23; and (6) the complaints in the Bennett Action and the Wilson Action fail to
articulate cognizable or redressable claims as a matter of law.
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K.

Exculpation, Discharge, Releases, and Injunctions. Sections 5.1, 6.2, and 6.3 of

the Plan contain certain exculpation, discharge, release, and injunctive provisions. Based on the
facts and circumstances presented, the Court finds that good and valuable consideration has been
provided for such provisions and that such provisions are fair, equitable, reasonable, and integral
elements of the adjustment of the County’s debts and the resolution of the Case. Each of the
provisions in Sections 5.1, 6.2, and 6.3 of the Plan is hereby approved and shall be effective and
binding upon all Persons as provided in the Plan.

Without limiting the generality of the

foregoing, the Court finds and concludes that:
1.

The compromises, settlements, and releases incorporated into the Plan are:

(a) essential elements of the Plan inextricably bound with the other provisions of the
Plan; (b) in exchange for the good and valuable consideration provided by the Sewer
Released Parties, the GO Released Parties, and their respective Related Parties; (c) good
faith settlements and compromises of the Claims and Causes of Action released by such
releases; (d) in the best interests of the County, all Creditors, and all other affected
Persons; (e) fair, equitable, and reasonable; (f) given and made after due notice and
opportunity for hearing; and (g) a bar to any of the releasing parties as set forth herein
asserting any Claims or Causes of Action released pursuant to such release. In addition,
approval of such releases pursuant to this Confirmation Order is a condition to the
occurrence of the Effective Date, and all Sewer Released Parties and all GO Released
Parties have relied on the efficacy and conclusive effects of such releases and the
injunctions incorporated into the Plan when making concessions pursuant to the Plan and
in agreeing to accept and support the settlement and treatment under the Plan of their
respective Claims, Causes of Action, and other rights under the Plan.
2.

In the context of this unique chapter 9 Case, each of the exculpation,

discharge, release, and injunctive provisions set forth in the Plan: (a) is within the
jurisdiction of the Court under 28 U.S.C. §§ 1334(a), 1334(b), and 1334(d); (b) is an
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essential means of implementing the Plan pursuant to Bankruptcy Code section
1123(a)(5); (c) is an integral element of the transactions incorporated into the Plan; (d)
confers material benefits on, and is in the best interests of, the County, all Creditors, and
all other affected Persons; (e) is important to the overall objectives of the Plan to finally
resolve all Claims and Sewer Released Claims or GO Released Claims and was necessary
to the formation of consensus to support the compromises and settlements incorporated
into the Plan; and (f) is consistent with Bankruptcy Code sections 105, 901, 903, 904,
943(b), 1123, and 1129, other applicable provisions of the Bankruptcy Code, and other
applicable law.
3.

The releases set forth in Section 6.3 of the Plan granted by all Persons who

voted to accept the Plan or who made the Commutation Election are consensual and are
binding only with respect to Persons who affirmatively chose to vote in favor of the Plan
or who affirmatively made the Commutation Election and thereby to receive the
Distributions and other benefits associated with the Plan. The releases set forth in
Section 6.3 of the Plan by holders of Sewer Warrants who are deemed to have made the
Commutation Election are also consensual and justified for the reasons set forth in
Paragraph L below.
4.

As set forth above, the releases and other provisions of the Plan settle the

Causes of Action asserted on behalf of ratepayers and users of the Sewer System in the
Wilson Action and the Bennett Action, remediate the harm that could give rise to any
claim for damages in the Wilson Action or the Bennett Action, and moot the Wilson
Action and the Bennett Action and all Ratepayer Claims asserted therein. To the extent
not otherwise resolved, the Plan also provides for a bar order enjoining the further
assertion of any Ratepayer Claims against any of the Sewer Released Parties or any of
their respective Related Parties, and each of them, from and after the Effective Date. In
addition to approving the settlement and release of Ratepayer Claims as set forth in the
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Plan pursuant to Bankruptcy Code sections 105(a) and 1123(b), Bankruptcy Rule
9019(a), and other applicable law, the Court has the jurisdiction and power to bar nonsettling parties from asserting Ratepayer Claims against Sewer Released Parties and their
respective Related Parties under Bankruptcy Code section 105 and Rule 16 of the Federal
Rules of Civil Procedure (applicable to the County’s chapter 9 Case by virtue of
Bankruptcy Rule 7016). See Munford v. Munford, Inc. (In re Munford, Inc.), 97 F.3d
449, 453-55 (11th Cir. 1996); see also 11 U.S.C. § 901(a) (Bankruptcy Code section
524(e) does not apply in chapter 9). The final resolution of the Ratepayer Claims has a
direct nexus with the adjustment of the County’s debt in the Case because such resolution
is integrally related to the County’s comprehensive compromise and settlement with the
Sewer Plan Support Parties, who provided good and valuable consideration in exchange
for and conditioned on their being released from all Sewer Released Claims (including
Ratepayer Claims) under the Plan. Further prosecution of Ratepayer Claims by any
Person would affect the County and the Case negatively. Enjoining further litigation of
Ratepayer Claims and other Sewer Released Claims (including the portion of the Wilson
Action pending in state court) is an essential and critical element of the global settlement
to be effected pursuant to the Plan, is reasonable, and is fair and equitable to all parties.
To the extent not otherwise resolved, without a bar order applicable to the Ratepayer
Claims, the County will not be able to effectuate the compromises and settlements
incorporated into the Plan, obtain a complete resolution of the issues addressed by the
Plan, achieve confirmation of the Plan, or emerge from chapter 9 on the advantageous
terms provided in the Plan. The Ratepayer Claims are sufficiently mature, and the issues
related to the Ratepayer Claims are sufficiently defined and concrete, to permit effective
decision-making by the Court. With respect to the Ratepayer Claims, the Court finds and
concludes that (a) the Ratepayer Claims are interrelated with, if not entirely duplicative or
derivative of, the Claims and Causes of Action of the Sewer Released Parties and the
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Sewer Released Claims; (b) the likelihood of any Person other than the County prevailing
on or recovering on the Ratepayer Claims is remote, including for the reasons set forth in
Paragraph J above; and (c) further litigation of the Ratepayer Claims would be complex,
difficult, time-consuming, expensive, risky, uncertain and likely would deplete the
resources of the Sewer Released Parties. Federal policy strongly favors pretrial
settlement of all types of litigation, especially to avoid adding the burden of litigation
costs to the financial instability of debtors under the Bankruptcy Code and to facilitate the
successful restructuring of such debtors’ affairs through the bankruptcy process. Bar
orders play an integral role in facilitating settlement. See Munford, 97 F.3d at 453-55;
U.S. Oil & Gas v. Wolfson, 967 F.2d 489, 493 (11th Cir. 1992). Pursuant to the Plan,
therefore, this Confirmation Order constitutes a bar order pursuant to Bankruptcy Code
section 105, Rule 16 of the Federal Rules of Civil Procedure, and Bankruptcy Rule 7016
barring and enjoining any and all Persons from commencing or continuing any action,
directly or indirectly and in any manner, to assert, pursue, litigate, or otherwise seek any
recovery or relief on or on account of any Ratepayer Claims from and after the Effective
Date (including any further prosecution of the portion of the Wilson Action pending in
state court).
L.

Commutation Election. The Plan offers the Commutation Election to all holders

of Allowed Class 1-A Claims and Allowed Class 1-B Claims, enhances the consideration
payable under the Plan based on whether a particular holder made, was deemed to make, or, in
the case of the Deemed Commuting Holders, did not timely rescind such deemed Commutation
Election, and cancels the Sewer Wrap Policies with respect to all holders that made, were
deemed to have made, or did not timely rescind any deemed Commutation Election. Section
4.7(a) of the Plan contains certain presumptions regarding the Commutation Election, including
provisions that deem certain holders of Class 1-A and Class 1-B Claims to have made or not to
have made the Commutation Election. Based on the facts and circumstances presented, the
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Court finds that all of the Plan’s provisions regarding the Commutation Election, including the
presumptions regarding the Commutation Election set forth in Section 4.7(a) of the Plan, are fair,
equitable, reasonable, and integral elements of the adjustment of the County’s debts, the
compromises and settlements incorporated into the Plan, and the resolution of the Case, and each
of these provisions is hereby approved and shall be effective and binding upon all Persons as
provided in the Plan. Without limiting the generality of the foregoing, the Court finds and
concludes that:
1.

The Commutation Election may appropriately be included in the Plan as a

means of implementing the Plan and treating Class 1-A Claims and Class 1-B Claims
under the Plan pursuant to the Bankruptcy Code, including Bankruptcy Code sections
105(a),

1123(a)(3),

1123(a)(5)(E),

1123(a)(5)(F),

1123(a)(5)(H),

1123(b)(3)(A),

1123(b)(5), 1123(b)(6), 1129 (to the extent applicable in chapter 9), and 943(b). To the
extent relevant, Bankruptcy Code section 524(e) is not applicable in chapter 9 cases.
2.

In the context of this unique chapter 9 Case, the Commutation Election set

forth in the Plan and the presumptions set forth in Section 4.7(a) of the Plan: (a) are
within the jurisdiction of the Court under 28 U.S.C. §§ 1334(a), 1334(b), and 1334(d); (b)
are an essential means of implementing the Plan pursuant to Bankruptcy Code section
1123(a)(5); (c) are an integral element of the transactions, compromises, and settlements
incorporated into the Plan; (d) confer material benefits on, and are in the best interests of,
the County, all Creditors, and all other affected Persons; (e) are important to the overall
objectives of the Plan to finally resolve all Sewer Debt Claims and Sewer Released
Claims and were necessary to the formation of consensus to support the compromises and
settlements incorporated into the Plan; (f) are in exchange for good and valuable
consideration provided by the Sewer Warrant Insurers and the JPMorgan Parties under
the Plan; and (g) are consistent with Bankruptcy Code sections 105, 901, 903, 904,
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943(b), 1123, and 1129, other applicable provisions of the Bankruptcy Code, and other
applicable law.
3.

Notice of the availability of the Commutation Election and disclosure

regarding the effects of making or not making the Commutation Election and, in the case
of the Deemed Commuting Holders, the ability to rescind such Commutation Election
were duly and amply provided to all holders of Class 1-A and Class 1-B Claims and
complied with the requirements of the due process clause of the Fifth Amendment to the
United States Constitution and, to the extent applicable, with the requirements of the due
process clause of the Fourteenth Amendment to the United States Constitution. No other
or further notice is necessary or shall be required. Each holder of Class 1-A and Class 1B Claims received due, adequate, and proper notice of the Commutation Election and the
consequences of making or not making such Commutation Election, and therefore had a
full and fair opportunity to express its desire to make or not to make, or, in the case of the
Deemed Commuting Holders, to rescind, the Commutation Election.
4.

The deemed elections set forth in Section 4.7(a) of the Plan and the Plan

Procedures Order comport with what rational holders of the respective Sewer Warrants
would likely choose to do given the materially larger Distribution from the County under
the Plan for holders who make or are deemed to make the Commutation Election and in
view of the economic circumstances of each of the Sewer Warrant Insurers (including,
for example, the fact that FGIC was subject to a New York state rehabilitation
proceeding) and the potential costs and delay attendant to asserting or potentially
litigating claims under the applicable Sewer Wrap Policies. In addition, the deemed
Commutation Election and the choice not to rescind such deemed Commutation Election
by the applicable Deemed Commuting Holders are appropriate and consensual because
such holders were given adequate notice of and had the opportunity not to make the
Commutation Election or rescind such deemed Commutation Election by properly
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marking and timely returning their Ballots or, in the case of the Deemed Commuting
Holders, electing to rescind such deemed Commutation Election, indicating that such
holders did not want to make the Commutation Election. See, e.g., In re Indianapolis
Downs, LLC, 486 B.R. 286, 304-06 (Bankr. D. Del. 2013); In re Calpine Corp., 2007
Bankr. LEXIS 4390, at *26 (Bankr. S.D.N.Y. Dec. 19, 2007); In re Conseco, Inc., 301
B.R. 525, 528 (Bankr. N.D. Ill. 2003).
5.

Because the Commutation Election set forth in Sections 2.3(a) and 2.3(b)

of the Plan, the presumptions set forth in Section 4.7(a) of the Plan, and the releases set
forth in Section 6.3(a) of the Plan were properly included in the Plan and provided for
consensual waivers and releases by each Creditor that made, was deemed to make, or, in
the case of the Deemed Commuting Holders, did not timely rescind such deemed
Commutation Election, the consequences of that Commutation Election shall be binding
and enforceable from and after the Effective Date, including pursuant to Sections 2.3(a),
2.3(b), 4.7, and 6.3(a) of the Plan. The Court may properly, and will, retain jurisdiction
to implement and enforce the Commutation Election after the Effective Date.
6.

The provisions contained in and pursuant to the Plan to give effect to the

Commutation Election, including Section 6.3(a) of the Plan and the related presumptions,
releases, and injunctions under the Plan (collectively, the “Commutation Provisions”) are
(a) crucial to the global compromises and settlements that are contained in the Plan
stemming from and related to the Sewer Plan Support Agreements; (b) essential to the
overall structure of the Plan; (c) fair, equitable, and reasonable to all parties in interest;
(d) essential elements of the Plan inextricably bound with the other provisions of the
Plan; (e) in exchange for good and valuable consideration provided by the Sewer Warrant
Insurers and the JPMorgan Parties; (f) in the best interests of the County, all Creditors,
and all other affected Persons; and (g) given and made after due notice and opportunity
for hearing. In addition, approval of the Commutation Provisions pursuant to this
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Confirmation Order is a condition to the occurrence of the Effective Date, and all of the
Sewer Warrant Insurers have relied on the efficacy and conclusive effects of the
Commutation Provisions when making concessions pursuant to the Plan and in agreeing
to accept and support the settlement and treatment under the Plan of their respective
Claims, Causes of Action, and other rights under the Plan. The Commutation Provisions
are necessary to give effect to the Commutation Election and related presumptions under
the Plan, which are a material component of the global settlement under the Plan and the
participation in that settlement by the Sewer Warrant Insurers. In sum, the Commutation
Provisions are lawful, appropriate, and necessary to give effect to the compromises and
settlements under the Plan.
M.

Compliance with Bankruptcy Rule 3016. The Plan is dated and identifies the

County as the party submitting the Plan pursuant to Bankruptcy Code section 941, thereby
satisfying Bankruptcy Rule 3016(a). The filing of the Disclosure Statement with the clerk of the
Court satisfied Bankruptcy Rule 3016(b).

The Plan and Disclosure Statement describe in

specific and conspicuous language all acts and actions to be enjoined, including as a result of the
Commutation Election, and identify the Persons that would be subject to injunctions.
Bankruptcy Rule 3016(c) is therefore satisfied.
N.

Compliance with the Requirements of Sections 943(b) and 1129(a). The Plan

complies with all of the requirements of Bankruptcy Code section 943(b) and all requirements of
Bankruptcy Code section 1129(a) that are applicable in a chapter 9 case.
1.

Bankruptcy Code Section 943(b)(1) and (b)(2). The Plan complies with

all applicable sections of the Bankruptcy Code, including section 1122, the applicable
subsections of section 1123, and all the provisions of chapter 9.
(a)

Bankruptcy Code Section 1122. Each Claim placed in a particular

Class under the Plan is substantially similar to the other Claims in that Class.
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(i)

Justification for Separate Classification Generally. Valid

business, factual, and legal reasons exist for the separate classification of
the various Classes of Claims created under the Plan, the classifications
were not done for any improper purpose, and the creation of such Classes
does not unfairly discriminate between or among Creditors.
(ii)

Separate Classification of Classes 1-E and 1-F.

The

contractual terms of the documents giving rise to the Claims classified in
Class 1-E and Class 1-F provide that such Claims are subordinated to, or
are secured by liens that are subordinate to the liens that secure, the Sewer
Warrant Claims and certain other Claims under the Sewer Warrant
Indenture. The Plan gives effect to these subordination provisions by
separately classifying such Claims based on their respective priority in
relation to the Sewer Warrant Claims and certain other Claims under the
Sewer Warrant Indenture.
(iii)

Separate Classification of Classes 5-A, 5-B, 5-C, and 5-D.
a.

The indebtedness evidenced and ordered to be paid

on account of the GO Warrants and the GO Insurance Policies
constitutes, and with respect to the Replacement 2001-B GO
Warrants will constitute, a general obligation of the County in
support of which the County irrevocably pledged its full faith and
credit. This pledge is a commitment to pay and a commitment of
the County’s revenue-generating powers to produce the funds
necessary to pay the principal of and interest on the GO Warrants,
and the Replacement 2001-B GO Warrants once issued, as they
become due, and to reimburse National on account of the GO
Insurance Policies.
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b.

Revenues legally available to the County for

payment of debt service on the GO Warrants and to reimburse
National on account of the GO Insurance Policies include, and
with respect to the Replacement 2001-B GO Warrants will include,
ad valorem taxes, sales and business license taxes, and other
general fund revenues.
c.

Pursuant

to

Section

215

of

the

Alabama

Constitution, as amended by Amendment No. 208, and Sections
11-3-11(a)(2), 11-14-11, and 11-14-16 of the Alabama Code
(collectively, “Section 215”), the County may levy and collect a
5.1 mill special ad valorem tax (the “Special Tax”), not to exceed
one-fourth of one percent per annum, for the purpose of paying any
debt or liability against the County due and payable during the year
and created for the erection, repairing, furnishing, or maintenance
of public buildings, bridges, or roads, and any remaining proceeds
of the Special Tax in excess of amounts payable on bonds,
warrants, or other securities issued by the County for such limited
purposes may be spent for general county purposes. Section 215
provides that the County may use proceeds of the Special Tax for
general county purposes only after all amounts due and payable in
any given fiscal year on bonds, warrants, or other securities issued
by the County for the erection, repairing, furnishing, or
maintenance of public buildings, bridges, or roads (collectively,
“Special Tax Obligations”) are paid in full, and such proceeds shall
be applied first to Special Tax Obligations.

33
Case 11-05736-CRJ9

Doc 2248 Filed 11/22/13 Entered 11/22/13 11:35:56
Main Document
Page 33 of 79

Desc

d.

The Special Tax is separate and distinct from the

County’s 5.6 mill general ad valorem tax, the proceeds of which
are used for general county purposes and to support the operation
of the County’s

basic governmental

functions,

including

management, personnel, accounting, taxation, purchasing, data
processing, law enforcement, the judiciary, and land utilization.
e.

The GO Warrants and the obligations to reimburse

National on account of the GO Insurance Policies constitute, and
the Replacement 2001-B GO Warrants will constitute, a debt or
liability against the County created for the erection, repairing,
furnishing, or maintenance of public buildings, bridges, or roads
within the scope and meaning of Section 215.

As such, all

amounts payable on account of or in connection with the GO
Warrants, and the Replacement 2001-B GO Warrants once issued,
and to reimburse National on account of the GO Insurance Policies
in any given fiscal year must be paid by the County from the
proceeds of the Special Tax prior to the County using any such
proceeds in such fiscal year for general county purposes, including
but not limited to current governmental expenses or any
expenditures related to the County’s sewer system.
f.

By virtue of the application of Section 215 with

respect to the proceeds of the Special Tax, any and all claims
arising from or in connection with the GO Warrants, the GO
Warrant Indenture, the GO Insurance Policies, and the Standby GO
Warrant Purchase Agreement are properly classified separately
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under the Plan and properly treated in the fashion provided by the
Plan.
(b)

Bankruptcy Code Section 1123(a).

The Plan satisfies the

mandatory requirements of section 1123(a) that are applicable in a chapter 9 case
pursuant to Bankruptcy Code section 901(a).
(i)

Bankruptcy Code Section 1123(a)(1). Section 2.1 of the

Plan classifies all Claims, other than Administrative Claims, which need
not be classified.
(ii)

Bankruptcy Code Section 1123(a)(2). Section 2.1 of the

Plan specifies that Class 3-A, Class 3-B, Class 4, Class 5-B, Class 5-C,
and Class 8 are unimpaired within the meaning of Bankruptcy Code
section 1124.
(iii)

Bankruptcy Code Section 1123(a)(3). Sections 2.1, 2.3(a),

2.3(b), 2.3(c), 2.3(d), 2.3(e), 2.3(f), 2.3(g), 2.3(h), 2.3(i), 2.3(j), 2.3(k),
2.3(o), 2.3(r), 2.3(s), 2.3(t), 2.3(u), and 2.3(w) of the Plan specify that
Class 1-A, Class 1-B, Class 1-C, Class 1-D, Class 1-E, Class 1-F, Class 2A, Class 2-B, Class 2-C, Class 2-D, Class 2-E, Class 5-A, Class 5-D,
Class 5-E, Class 6, Class 7, and Class 9 are Impaired, and specify the
treatment of the Claims in each of those Impaired Classes.
(iv)

Bankruptcy Code Section 1123(a)(4). Each subsection of

Section 2.3 of the Plan satisfies section 1123(a)(4) by uniformly providing
the same treatment for each Claim that is classified in each particular
Class under the Plan, unless and to the extent that the holder of a particular
Claim has agreed to a less favorable treatment of such particular Claim
(including as described in (A) Sections 2.3(a) and 2.3(b) of the Plan with
respect to the treatment of the Class 1-A and Class 1-B Claims,
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respectively, held by the JPMorgan Parties; and (B) Section 2.3(d) of the
Plan with respect to LBSF’s receipt of the payment on account of the
LBSF Periodic Payment Claim).

The differing Distributions made

available to holders of Allowed Class 1-A and Class 1-B Claims based on
whether the applicable Creditor made or was deemed to make the
Commutation Election does not violate section 1123(a)(4) because the
Commutation Election was equally made available to all holders of Claims
within Class 1-A and Class 1-B, and thus the Plan provides the same
treatment (i.e., makes the same option available) for each such Claim.
(v)

Bankruptcy Code Section 1123(a)(5). The Plan (including

the Plan Supplement) provides adequate and appropriate means for its
implementation, including (1) the County Commission’s continued lawful
governance of the County, its property, and its enterprises; (2) the
application and enforcement of the Approved Rate Structure; (3) the
issuance of the New Sewer Warrants under the New Sewer Warrant
Indenture, including the provision of the New Sewer Wrap Policy and the
delivery of the Reserve Fund LOC and the other Reserve Fund LOC
Agreements; (4) the issuance of the Replacement 2001-B GO Warrants
under the Amended and Restated GO Warrant Indentures; (5) the
disposition of the Accumulated Sewer Revenues, the Sewer Warrant
Indenture Funds, and Refinancing Proceeds in accordance with the Plan;
(6) the Commutation Election, the presumptions associated therewith, the
consequences thereof, and the releases in connection therewith; (7) the
comprehensive compromise and settlement by and among the County and
the Sewer Plan Support Parties of numerous issues and disputes related to
the Sewer System, the Sewer Released Claims, and the allowance and
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treatment of the Sewer Debt Claims; (8) the compromises and settlements
by and among the County, the GO Banks, and National; (9) the JPMorgan
reallocation of Distributions and consideration provided by the Sewer
Warrant Insurers, all of which increases the recovery received by all other
holders of Allowed Class 1-A Claims and Allowed Class 1-B Claims on
account of such Claims and reduces the amount of Sewer System
indebtedness following the County’s emergence from chapter 9; (10) the
Supporting Sewer Warrantholder Directed Distribution by the JPMorgan
Parties and the associated agreements by the Supporting Sewer
Warrantholders,

which

facilitate

the

various

settlements

to

be

implemented pursuant to the Plan and the occurrence of the Effective
Date; (11) the cancellation of warrants and other documents under the
Plan, including the Sewer Insurance Policies to the extent set forth in the
Plan; (12) the surrender of all instruments, warrants, or notes to the extent
and in the manner provided in Section 4.15(e)(v) of the Plan; (13) the
execution of the School Warrant Second Supplemental Indenture; and (14)
the other modifications and adjustments of the County’s principal secured
indebtedness and the liens securing that indebtedness under the Plan, as
well as the treatment of other Claims against the County in accordance
with the Bankruptcy Code.
(c)

The Plan contains permissive provisions that the Court finds are

appropriate pursuant to Bankruptcy Code section 1123(b), including the
following:
(i)

Assumption of Executory Contracts and Unexpired Leases.

Section 3.1(a) of the Plan provides for the assumption of the executory
contracts and unexpired leases identified on the Schedule of Assumed
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Agreements (the “Assumed Agreements”).

The assumption of the

Assumed Agreements is in accordance with the requirements of
Bankruptcy Code section 365, and is expressly authorized by Bankruptcy
Code section 1123(b)(2). The County has exercised reasonable business
judgment in determining to assume the Assumed Agreements. The Cure
Payments associated with the Assumed Agreements are determined to be
as specified on the Schedule of Assumed Agreements and shall be paid
pursuant to Section 3.1(b) of the Plan with each such payment having the
consequences specified in Section 3.1(d) of the Plan. The County has
demonstrated adequate assurance of future performance with respect to
each of the Assumed Agreements, to the extent required. The assumption
of each of the Assumed Agreements under the Plan shall be binding on the
County and each non-debtor party to each such executory contract or
unexpired lease.
(ii)

Rejection of Executory Contracts and Unexpired Leases.

Section 3.2(a) of the Plan provides for the rejection of all executory
contracts and unexpired leases that the County entered into on or before
the Petition Date that (A) have not been previously assumed or rejected by
the County and (B) are not set forth on the Schedule of Assumed
Agreements. Rejection of these executory contracts and unexpired leases
pursuant to the Plan satisfies the requirements of Bankruptcy Code section
365, and is expressly authorized by Bankruptcy Code section 1123(b)(2).
The County has exercised reasonable business judgment in determining to
reject the executory contracts and unexpired leases to be rejected under the
Plan. The rejection of each executory contract or unexpired lease rejected
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under the Plan shall be binding on the County and each non-debtor party
to each such executory contract or unexpired lease.
(iii)

Settlement of County’s Claims. The Plan provides for the

settlement of various claims belonging to the County, including the
County’s Sewer Released Claims and GO Released Claims.

The

settlement of such claims pursuant to the Plan is expressly authorized by
Bankruptcy Code section 1123(b)(3)(A), and, as detailed above, is
reasonable, appropriate, in the best interests of the County, all Creditors,
and all other affected Persons, and not inconsistent with the Bankruptcy
Code or other applicable law.
(iv)

Vesting of Preserved Claims. Section 4.12 of the Plan

provides for all Preserved Claims (which, for the avoidance of doubt,
exclude Sewer Released Claims and GO Released Claims) to be preserved
and vest in the County on the Effective Date, but only to the extent not
expressly released pursuant to the Plan, this Confirmation Order, or any
other order of the Court. The preservation and vesting of such Preserved
Claims pursuant to the Plan are expressly authorized by Bankruptcy Code
section 1123(b)(3)(B), reasonable, appropriate, in the best interests of the
County, all Creditors, and all other affected Persons, and not inconsistent
with the Bankruptcy Code or other applicable law.
(v)

Deemed Acceleration of the Sewer Warrants.

Section

4.15(h) of the Plan (A) provides for the deemed acceleration of the Sewer
Warrants and the optional acceleration by the Sewer Warrant Insurers
(irrespective of the terms of the applicable Sewer Wrap Policy) of their
respective Sewer Wrap Policies; and (B) details the effects, if any, of
acceleration of the Sewer Warrants vis-à-vis the Sewer Wrap Policies and
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Sewer Wrap Payment Rights. Such deemed acceleration of the Sewer
Warrants simplifies the administration of Distributions under the Plan and
provides clarity regarding the treatment and resulting rights of holders of
Sewer Warrants. Such deemed acceleration of the Sewer Warrants also
provides clarity regarding the rights of the Sewer Warrant Insurers and
other parties in interest. Section 4.15(h) of the Plan is reasonable,
appropriate, in the best interests of the County, all Creditors, and all other
affected Persons, and not inconsistent with the Bankruptcy Code or other
applicable law.
(vi)

Retention of Jurisdiction. Section 6.4 of the Plan provides

that the Court shall retain jurisdiction after the Effective Date to the fullest
extent provided by law. Pursuant to Bankruptcy Code section 945(a), the
Court may properly, and will, retain jurisdiction over each of the matters
specified in Section 6.4 of the Plan, including because the retention of
such jurisdiction is of critical importance to assure that post-confirmation
disputes regarding matters resolved or addressed by the Plan do not
impede the successful implementation of the Plan. Section 6.4 of the Plan
is reasonable, appropriate, in the best interests of the County, all Creditors,
and all other affected Persons, and not inconsistent with the Bankruptcy
Code or other applicable law.
2.

Bankruptcy Code Section 1129(a)(2). The County, as proponent of the

Plan, has complied with all applicable Bankruptcy Code provisions, including sections
1125 and 1126, the Bankruptcy Rules, and the Plan Procedures Order in transmitting the
Solicitation Packages and related documents and notices (including the Ratepayer Notice)
and in soliciting and tabulating votes on and elections made or deemed made with respect
to the Plan. The Plan therefore satisfies Bankruptcy Code section 1129(a)(2).
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3.

Bankruptcy Code Section 1129(a)(3). The County has proposed the Plan

in good faith and not by any means forbidden by law. The Plan was duly approved by
the governing body of the County as provided by Alabama law and is in all respects
consistent with applicable state law. In determining that the Plan has been proposed in
good faith, the Court has examined the totality of the circumstances surrounding the
filing of the Case, the Plan itself, the lengthy process leading to the Plan’s formulation
(including the compromises, settlements, and releases incorporated therein), and the
process associated with the Plan’s prosecution. The County’s good faith is evident from
the facts and records of the Case, the Disclosure Statement and the hearing thereon, and
the record of the Confirmation Hearing and other proceedings held in the Case. The Plan
(including the compromises, settlements, and releases incorporated therein and all other
agreements, documents, and instruments necessary to implement the Plan) is the product
of extensive arms’ length negotiations among the County, the Plan Support Parties, and
other Creditors. The Plan itself, the process leading to its formulation, including the
negotiation of eight (8) separate Plan Support Agreements between the County and
various Creditors and of subsequent supplements thereto with the primary Sewer Plan
Support Parties, and the overwhelming Creditor support of the Plan (with the holders of
over $3.9 billion in Claims voting to accept the Plan, and the holders of less than $18
million in Claims voting to reject the Plan) provide independent evidence of the County’s
good faith, serve the public interest, and assure fair treatment of Creditors. Consistent
with the overriding purpose of chapter 9, the Case was filed, and the Plan was proposed,
with the legitimate and honest purpose of allowing the County to adjust its debts and
emerge from bankruptcy with a capital structure that will allow the County to satisfy its
obligations with sufficient liquidity and capital resources while continuing to provide for
the health, safety, and welfare of its citizens in accordance with applicable state law
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while, simultaneously, maximizing distributions to all Creditors. The Plan therefore
satisfies Bankruptcy Code section 1129(a)(3).
4.

Bankruptcy Code Section 1129(a)(6).

There is no governmental

regulatory commission with jurisdiction, after confirmation of the Plan, over the sewer
rates and charges of the County. To the extent that there is any “governmental regulatory
commission” that is required to approve the sewer rate changes contained in the
Approved Rate Structure, the approval of the Plan and the Approved Rate Structure by
the County Commission constitutes such approval and complies with the requirements of
Bankruptcy Code sections 943(b)(6) and 1129(a)(6) and applicable state law. The Plan
therefore satisfies Bankruptcy Code section 1129(a)(6).
5.

Bankruptcy Code Section 1129(a)(8). Classes 1-A, 1-B, 1-C, 1-D, 2-A, 2-

B, 2-C, 5-A, 5-D, 5-E, 6, and 7 are Impaired under the Plan and have voted to accept the
Plan. Classes 3-A, 3-B, 4, 5-B, 5-C, and 8 are not Impaired under the Plan and are
deemed to have accepted the Plan pursuant to Bankruptcy Code section 1126(f). No
votes were cast by the single holder of Claims in Classes 2-D and 2-E, which is Impaired
under the Plan, and out of an abundance of caution, the Court treats those Classes as
Classes that have not accepted the Plan. The Plan therefore satisfies Bankruptcy Code
section 1129(a)(8), except with respect to Classes 1-E, 1-F, 2-D, 2-E, and 9 (which
Classes are addressed in the discussion of Bankruptcy Code section 1129(b) below).
6.

Bankruptcy Code Section 1129(a)(10). As set forth in the Plan Ballot

Summary, Classes 1-A, 1-B, 1-C, 1-D, 2-A, 2-B, 2-C, 5-A, 5-D, 5-E, 6, and 7 each voted
affirmatively to accept the Plan. No Ballots were sent to or received from “insiders”
holding Claims in any of those Classes. The Plan therefore satisfies Bankruptcy Code
section 1129(a)(10).
7.

Bankruptcy Code Section 943(b)(3). To the extent required, the County

fully disclosed at or in connection with the Confirmation Hearing all amounts that have
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been paid and are projected to be paid by the County for services or expenses in the Case
or incident to the Plan. The Court has reviewed and considered such amounts paid and to
be paid and has determined, based on the unique facts, circumstances, and context of the
Case, the Plan, and the transactions contemplated by the Plan, that all such amounts are
reasonable (including for purposes of Section 2.2(c) of the Plan) and have been and, to
the extent to be paid, may appropriately be paid by the County. The Plan therefore
satisfies Bankruptcy Code section 943(b)(3).
8.

Bankruptcy Code Section 943(b)(4). The County is not prohibited by law

from taking any action necessary to carry out the Plan. All documents and agreements
necessary to implement the Plan, including those contained in the Plan Supplement, and
all other relevant and necessary documents (including the documentation of the New
Sewer Warrants), have been negotiated in good faith, at arms’ length, are in the best
interests of the County, all Creditors, and all other affected Persons, and shall, upon
completion of documentation and execution and the occurrence of the Effective Date, be
valid, binding, and enforceable documents and agreements not in conflict with any
federal or state law. The Plan therefore satisfies Bankruptcy Code section 943(b)(4).
9.

Bankruptcy Code Section 943(b)(5). Section 2.2(b)(i) of the Plan provides

that unless the Person holding an Allowed Administrative Claim agrees to different
treatment, or already has been paid the full amount of such Allowed Administrative
Claim, the County shall pay to that Person Cash in an amount equal to the Allowed
amount of such Administrative Claim, without interest, on or before the later of (A) ten
(10) Business Days after the Effective Date, and (B) ten (10) Business Days after the date
on which any order determining such Claim is an Allowed Administrative Claim
becomes a Final Order. The Plan therefore satisfies Bankruptcy Code section 943(b)(5).
10.

Bankruptcy Code Section 943(b)(6). There is no provision of the Plan for

which any regulatory or electoral approval is necessary under applicable nonbankruptcy
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law. To the extent that any “regulatory” approval is necessary regarding the Approved
Rate Structure, the approval of the Plan and the Approved Rate Structure by the County
Commission constitutes such approval and complies with the requirements of Bankruptcy
Code sections 943(b)(6) and 1129(a)(6) and applicable state law. The Plan therefore
satisfies Bankruptcy Code section 943(b)(6).
11.

Bankruptcy Code Section 943(b)(7). The evidence proffered, submitted,

and adduced at or prior to the Confirmation Hearing demonstrates that the economic
assumptions underlying the Plan: (a) are reasonable, persuasive, and credible; (b) have
not been credibly controverted by other evidence; and (c) establish that the Plan affords
all Creditors the potential for the greatest economic return from the County’s assets.
Therefore, confirmation of the Plan is in the best interests of all Creditors, given the
complex nature of the Case, and will result in a feasible adjustment of the County’s debts.
The Plan therefore satisfies Bankruptcy Code section 943(b)(7).
O.

Bankruptcy Code Section 1129(b).

Class 1-E, Class 1-F, and Class 9 are

Impaired under the Plan but have not accepted the Plan because such Classes are deemed to
reject the Plan under Bankruptcy Code section 1126(g). No votes were cast by the single holder
of Claims in Classes 2-D and 2-E, which is Impaired under the Plan, and out of an abundance of
caution, the Court treats those Classes as Classes that have not accepted the Plan. Accordingly,
the requirements of Bankruptcy Code section 1129(b) must be satisfied with respect to each of
Class 1-E, Class 1-F, Class 2-D, Class 2-E, and Class 9. In Section 2.8 of the Plan, the County
requested that, with respect to any Impaired Class of Claims that fails to accept the Plan, the
Court confirm the Plan pursuant to Bankruptcy Code section 1129(b). Notwithstanding the
requirements of Bankruptcy Code section 1129(a)(8), based on the evidence proffered,
submitted, and adduced at the Confirmation Hearing, the Plan does not discriminate unfairly, and
is fair and equitable, with respect to each of Class 1-E, Class 1-F, Class 2-D, Class 2-E, and
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Class 9.

The Plan accordingly can be confirmed pursuant to Bankruptcy Code section

1129(b)(1).
1.

Class 1-E. The Sewer Swap Agreement Claims are secured by liens that

are subordinate to the liens securing the Sewer Warrant Claims and certain other Claims
under the Sewer Warrant Indenture. Because the Sewer Warrant Claims are receiving
substantially less than a full recovery under the Plan and because the value for purposes
of the Plan of the collateral securing those Claims is not more than the amount of the
Claims, the subordinated liens have no value and the associated nonrecourse Sewer Swap
Agreements Claims are not allowable claims under the Bankruptcy Code. See 11 U.S.C.
§§ 502(b)(1), 506(a), 506(d) & 927. Accordingly, the Plan properly provides that Class
1-E Claims will neither receive any Distributions nor retain any property under the Plan
on account of such Claims, and the Plan can be confirmed notwithstanding the deemed
rejection of the Plan by Class 1-E. See 11 U.S.C. § 1129(b)(2)(A)(i) & (iii). The Plan is
fair and equitable with respect to Class 1-E because no holder of a Claim or interest
junior to Class 1-E shall receive or retain anything under the Plan on account of such
junior Claim or interest. In addition, the Plan does not discriminate unfairly with respect
to Class 1-E because no Class of similarly situated Claims shall receive any Distributions
or retain any property under the Plan on account of Claims in such Class. Furthermore,
the holders of the Class 1-E Claims have either waived their Class 1-E Claims, are parties
to Sewer Plan Support Agreements, or have otherwise not indicated any objection to the
Plan, including with respect to the treatment of the Class 1-E Claims.
2.

Class 1-F. The Other Standby Sewer Warrant Claims are secured by liens

that are subordinate to the liens securing the Sewer Warrant Claims, the Primary Standby
Sewer Warrant Claims, and certain other Claims under the Sewer Warrant Indenture.
Because the Sewer Warrant Claims and the Primary Standby Sewer Warrant Claims are
receiving substantially less than a full recovery under the Plan and because the value for
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purposes of the Plan of the collateral securing those Claims is not more than the amount
of the Claims, the subordinated liens have no value and the associated nonrecourse Other
Standby Sewer Warrant Claims are not allowable claims under the Bankruptcy Code.
See 11 U.S.C. §§ 502(b)(1), 506(a), 506(d) & 927. Accordingly, the Plan properly
provides that Class 1-F Claims will neither receive any Distributions nor retain any
property under the Plan on account of such Claims, and the Plan can be confirmed
notwithstanding the deemed rejection of the Plan by Class 1-F.

See 11 U.S.C. §

1129(b)(2)(A)(i) & (iii). The Plan is fair and equitable with respect to Class 1-F because
no holder of a Claim or interest junior to Class 1-F shall receive or retain anything under
the Plan on account of such junior Claim or interest. In addition, the Plan does not
discriminate unfairly with respect to Class 1-F because no Class of similarly situated
Claims shall receive any Distributions or retain any property under the Plan on account of
Claims in such Class. Furthermore, the holders of the Class 1-F Claims are parties to
Sewer Plan Support Agreements and such holders support the Plan, including with
respect to the treatment of the Class 1-F Claims.
3.

Class 2-D. All Class 2-D Claims are held by a single Creditor – Ambac –

that did not vote for or against the Plan. Section 2.3(j) of the Plan provides that the
holders of Class 2-D Claims will be deemed to consent to certain modifications of the
School Warrant Indenture and of the Standby School Warrant Purchase Agreement, but
otherwise leaves all legal, equitable, and contractual rights of holders of Allowed Class 2D Claims unaltered, provided that all such Claims shall remain subject to any and all
defenses, counterclaims, and setoff or recoupment rights of the County with respect
thereto. This treatment constitutes only very minimal impairment, leaves unaltered any
liens or rights of payment associated with the Class 2-D Claims, and is fair and equitable,
including because no holder of a Claim or interest junior to Class 2-D shall receive or
retain anything under the Plan on account of such junior Claim or interest. In addition,
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the Plan does not discriminate unfairly with respect to Class 2-D because all Classes of
equal rank receive similar or identical treatment under the Plan on account of Claims in
such Class. Finally, although Ambac did not affirmatively vote to accept the Plan,
Ambac did not file any objection to confirmation and has not otherwise indicated any
objection to the Plan, including with respect to the treatment of the Class 2-D Claims.
4.

Class 2-E. All Class 2-E Claims are held by a single Creditor – Ambac –

that did not vote for or against the Plan. Section 2.3(k) of the Plan provides that the
holders of Class 2-E Claims will be deemed to consent to certain modifications of the
School Warrant Indenture and of the Standby School Warrant Purchase Agreement, but
otherwise leaves all legal, equitable, and contractual rights of holders of Allowed Class 2E Claims unaltered, provided that all such Claims shall remain subject to any and all
defenses, counterclaims, and setoff or recoupment rights of the County with respect
thereto. This treatment constitutes only very minimal impairment, leaves unaltered any
liens or rights of payment associated with the Class 2-E Claims, and is fair and equitable,
including because no holder of a Claim or interest junior to Class 2-E shall receive or
retain anything under the Plan on account of such junior Claim or interest. In addition,
the Plan does not discriminate unfairly with respect to Class 2-E because all Classes of
equal rank receive similar or identical treatment under the Plan on account of Claims in
such Class. Finally, although Ambac did not affirmatively vote to accept the Plan,
Ambac did not file any objection to confirmation and has not otherwise indicated any
objection to the Plan, including with respect to the treatment of the Class 2-E Claims.
5.

Class 9. The holders of Subordinated Claims possess payment or lien

rights that are subordinated to other Creditors which are receiving less than full recovery
under the Plan, and thus the Subordinated Claims have no value and are not entitled to
any distribution. In addition, no holder of any Claim junior to any Subordinated Claim
will receive or retain under the Plan any property on account of such junior Claim.
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Accordingly, the Plan can be confirmed notwithstanding the deemed rejection of the Plan
by Class 9. See 11 U.S.C. § 1129(b)(2)(A)(i), (b)(2)(A)(iii) & (b)(2)(B). The Plan is fair
and equitable with respect to Class 9 because no holder of a Claim or interest junior to
Class 9 shall receive or retain anything under the Plan on account of such junior Claim or
interest. The Plan also does not discriminate unfairly with respect to Class 9 because no
Class of similarly situated Claims shall receive any Distributions or retain any property
under the Plan on account of Claims in such Class.
P.

Approved Rate Structure.

The Approved Rate Structure complies with the

requirements of Bankruptcy Code sections 943(b)(6) and 1129(a)(6) and applicable state law.
Pursuant to Bankruptcy Code sections 105(a), 944(a), 944(b)(3), and 1123(b)(6), from and after
the Effective Date, (1) the Approved Rate Structure, including the prospective sewer rates
contained therein and the sewer rates on which the Approved Rate Structure builds, will be a
valid provision made to pay or secure payment of the New Sewer Warrants and is appropriate,
reasonable, non-discriminatory, and legally binding on and specifically enforceable against the
County (including in an action brought by the New Sewer Warrant Trustee), in accordance with
the Plan and under applicable law; and (2) the County Commission may and shall appropriately
adopt and maintain the Approved Rate Structure in accordance with the Rate Resolution and as
necessary for the County to satisfy the obligations arising under the New Sewer Warrants and the
New Sewer Warrant Indenture (and to otherwise comply with all applicable state and federal
laws regarding the maintenance and operation of the Sewer System), including increases in
sewer rates to the extent necessary to allow the timely satisfaction of the County’s obligations
under the New Sewer Warrants and the New Sewer Warrant Indenture (and to otherwise comply
with all applicable state and federal laws regarding the maintenance and operation of the Sewer
System).
Q.

Legislative Acts. The approval of the Approved Rate Structure, the adoption of

the associated Rate Resolution, and the entry into the New Sewer Warrant Indenture (including
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the revenue and rate covenants in the New Sewer Warrant Indenture) by the County Commission
are legislative acts that are entitled to significant deference under Alabama law.
R.

Validation of the New Sewer Warrants. Pursuant to Bankruptcy Code sections

105(a), 944(a), 944(b)(3), and 1123(b)(6), from and after the Effective Date, the New Sewer
Warrants, the New Sewer Warrant Indenture, the Approved Rate Structure, the Rate Resolution,
and the covenants made by the County for the benefit of the holders thereof (including the
revenue and rate covenants in the New Sewer Warrant Indenture) will constitute valid, binding,
legal, and enforceable obligations of the County under Alabama law (including Title 11, Chapter
28 of the Alabama Code) and the provisions made to pay or secure payment of such obligations
are valid, binding, legal, and enforceable security interests or liens on or pledges of revenues,
which create the interests, liens, and pledges they purport to create.

Without limiting the

generality of the foregoing, the Court finds and concludes that:
1.

The New Sewer Warrants were authorized and will be issued as of the

Effective Date as a means of implementing the Plan and providing for the satisfaction of
Sewer Debt Claims in accordance with the Plan and the Bankruptcy Code.
2.

The County has the authority, and properly exercised such authority, under

the Alabama Constitution and laws of the State of Alabama and the Plan to adopt and
perform its obligations under the Rate Resolution, to execute, deliver, and perform its
obligations under the New Sewer Warrant Indenture, to issue, execute, deliver, and
perform its obligations under the New Sewer Warrants pursuant to the Plan, and to grant
and agree to the rights and remedies of the trustee, warrantholders, bond insurer, and
provider of the Reserve Fund LOC under the New Sewer Warrant Indenture.
3.

All acts, actions, and things required under the provisions of applicable

law to be done in the Case prior to the entry of this Confirmation Order have been done
in the manner provided by law. This Confirmation Order will be forever conclusive
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against, among others, the County, Sewer System ratepayers and users, and all taxpayers
and citizens of the County.
4.

The indebtedness evidenced and ordered paid by the New Sewer Warrants

shall be a limited obligation of the County, payable solely from the System Revenues
derived from the operation of the Sewer System. For the avoidance of doubt, any and all
System Revenues constitute “pledged special revenues” as that term is used in
Bankruptcy Code section 922(d), which have been validly pledged to secure the payment
of the obligations under the New Sewer Warrants, as fully set forth in the New Sewer
Warrant Indenture. The general faith and credit of the County have not been pledged to
the payment of the principal of or the interest or premium (if any) on the New Sewer
Warrants, no tax revenues have been pledged to the payment of the principal of or the
interest or premium (if any) on the New Sewer Warrants, and the New Sewer Warrants
are not general obligations of the County.
5.

The New Sewer Warrants shall not constitute a debt or indebtedness of the

County under the provisions of Section 224 of the Alabama Constitution because the
principal of and interest on the New Sewer Warrants will be payable solely from the
System Revenues derived from the operation of the Sewer System, and will not be a
charge on the general credit of the County.
6.

This Confirmation Order can and does validate and confirm all

proceedings had and taken in connection with the following: (a) the Plan; (b) all
covenants, agreements, provisions, and obligations of the County set forth in the Plan; (c)
the Rate Resolution and Approved Rate Structure; (d) all covenants, agreements,
provisions, and obligations of the County set forth in the New Sewer Warrant Indenture;
and (e) the New Sewer Warrants and the provisions made to pay and secure payment of
such obligations. When the New Sewer Warrants have been executed and delivered in
accordance with the Plan, then the New Sewer Warrants and the pledges, covenants,

50
Case 11-05736-CRJ9

Doc 2248 Filed 11/22/13 Entered 11/22/13 11:35:56
Main Document
Page 50 of 79

Desc

agreements, and obligations set forth therein and in the New Sewer Warrant Indenture
shall stand validated and confirmed.
S.

No School Warrant Events of Default. Based on the County’s representations at

the Confirmation Hearing, the Court finds that no School Warrant Events of Default (other than
those waived pursuant to clauses (ii) and (iii) of Section 2.3(i) of the Plan) have occurred under
the School Warrant Indenture or the Standby School Warrant Purchase Agreement during the
period between February 11, 2013, and November 20, 2013.
T.

Objections. All interested parties, including all ratepayers and users of the Sewer

System, have had a full and fair opportunity to be heard and to litigate all issues raised in the
objections to confirmation of the Plan, or which might have been raised by objection, and all
objections raised by any Person have been fully and fairly litigated and considered by the Court.
All objections not withdrawn or otherwise resolved are overruled as set forth in this
Confirmation Order on their merits and with prejudice.
U.

Plan Supplement. Beginning on September 30, 2013, and continuing thereafter,

the County filed, amended, modified, and supplemented the Plan Supplement, which included
certain documents and agreements contemplated by the Plan, including the Amended and
Restated GO Warrant Indentures, the New Sewer Warrant Indenture, the Schedule of Assumed
Agreements, the School Warrant Second Supplemental Indenture, the New Sewer Wrap Policy,
the Reserve Fund LOC and the other Reserve Fund LOC Agreements, the form of the New
Sewer Warrants, and the form of the Replacement 2001-B GO Warrants. The Plan Supplement
complies with the terms of the Plan, and the filing and notice of such documents was good and
proper in accordance with the Bankruptcy Code, the Bankruptcy Rules, and the Plan Procedures
Order, complied in all regards with the requirements of the due process clause of the Fifth
Amendment to the United States Constitution and, to the extent applicable, with the requirements
of the due process clause of the Fourteenth Amendment to the United States Constitution, and no
other or further notice is or shall be required.
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V.

Modifications to the Plan. Subsequent to solicitation, the County made certain

modifications to the Plan.

Many of those modifications were non-material, but some

modifications made material changes in respect of the treatment and rights of certain of the
Sewer Plan Support Parties under the Plan. Each of the Sewer Plan Support Parties adversely
affected by such modifications has accepted in writing such modifications. All modifications to
the Plan since the entry of the Plan Procedures Order are consistent with all of the provisions of
the Bankruptcy Code (including sections 942 and 1127(d)) and of the Bankruptcy Rules
(including Bankruptcy Rule 3019(a)). None of the modifications made since the commencement
of solicitation adversely affects the treatment of any Creditor under the Plan who has not
accepted in writing the modification. Prior notice regarding the substance of any modifications
to the Plan, coupled with the filing with the Court of the Plan as modified, and the disclosure of
the Plan modifications on the record at or prior to the Confirmation Hearing constitute due and
sufficient notice of any and all of such modifications. Accordingly, none of the modifications
requires additional disclosure or resolicitation of votes, and under Bankruptcy Rule 3019(a), all
Creditors that previously accepted the Plan are deemed to have accepted the Plan as modified.
Pursuant to Bankruptcy Code section 942, the Plan as modified shall constitute the Plan
submitted for confirmation at the Confirmation Hearing.
W.

Good Faith Extensions of Credit. Each of the Persons purchasing the New Sewer

Warrants, providing the New Sewer Wrap Policy, or providing the Reserve Fund LOC is
extending credit to the County in good faith within the meaning of Bankruptcy Code
section 364(e) and in compliance with all applicable provisions of the Bankruptcy Code and the
Bankruptcy Rules. As a result, such Persons (and each subsequent assignee and transferee) are
entitled to the full protections and rights afforded by section 364(e) with respect to the New
Sewer Warrants, the Rate Resolution, the Approved Rate Structure, and the liens, priorities, and
other rights granted by and pursuant to the New Sewer Warrant Indenture. In addition, all other
indebtedness incurred by the County in connection with, or extensions of credit to the County
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associated with, the offering of New Sewer Warrants under the Plan, the incurrence of any
underwriting or other transaction fees to be paid at closing, the provision of the New Sewer
Wrap Policy, and the delivery of the Reserve Fund LOC and the other Reserve Fund LOC
Agreements are fair, reasonable, and appropriate amounts for the consideration provided, were
extended or incurred in good faith within the meaning of Bankruptcy Code section 364(e), and
may properly be incurred and paid by the County in compliance with all applicable provisions of
the Bankruptcy Code and the Bankruptcy Rules. As such, the participants in the offering of New
Sewer Warrants under the Plan, the Persons receiving any underwriting or other transaction fees
to be paid at closing, and those Persons providing the New Sewer Wrap Policy and the Reserve
Fund LOC are in each case entitled to the full protections and rights afforded by Bankruptcy
Code section 364(e) with respect to such transactions.
X.

Good Faith Acts by Indenture Trustees. Each of the Indenture Trustees has acted

reasonably and in good faith during the course of the Case. Without limiting the generality of
the foregoing, the Court finds and concludes that:
1.

In determining not to object to confirmation of the Plan, not to oppose the

standstill of litigation (including appeals) pending confirmation of the Plan, and to assist
in various respects with the implementation and consummation of the Plan, the Sewer
Warrant Trustee has (a) acted or refrained from acting in good faith, (b) exercised the
degree of care and skill required to protect the best interests of the holders of the Sewer
Warrants and other Sewer Debt Claims, and (c) exercised its rights and powers and used
the same degree of care and skill in its exercise as a prudent person would exercise under
the circumstances in the conduct of his or her own affairs. Without limitation, the Sewer
Warrant Trustee has in good faith acted, or refrained from acting, to give effect to a
comprehensive compromise and settlement reached and supported by the holders of more
than 99% of the aggregate principal amount of the outstanding Sewer Warrants that were
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voted on the Plan (which also constitutes the support of more than 95% of the aggregate
principal amount of all outstanding Sewer Warrants).
2.

In determining not to object to confirmation of the Plan and to assist in

various respects with the implementation and consummation of the Plan, the GO Warrant
Trustee has (a) acted or refrained from acting in good faith, (b) exercised the degree of
care and skill required to protect the best interests of the holders of the Series 2001-B GO
Claims, and (c) exercised its rights and powers and used the same degree of care and skill
in its exercise as a prudent person would exercise under the circumstances in the conduct
of his or her own affairs. Without limitation, the GO Warrant Trustee has in good faith
acted, or refrained from acting, to give effect to a comprehensive compromise and
settlement reached and supported by the holders of 100% of the outstanding Series 2001B GO Warrants.
3.

In determining not to object to confirmation of the Plan and to assist in

various respects with the implementation and consummation of the Plan, the School
Warrant Trustee has (a) acted or refrained from acting in good faith, (b) exercised the
degree of care and skill required to protect the best interests of the holders of the School
Warrant Claims, and (c) exercised its rights and powers and used the same degree of care
and skill in its exercise as a prudent person would exercise under the circumstances in the
conduct of his or her own affairs. Without limitation, the School Warrant Trustee has in
good faith acted, or refrained from acting, to give effect to a comprehensive compromise
and settlement reached and supported by the holders of 100% of the outstanding Series
2005-B School Warrants.
Y.

Consummation in Good Faith.

The County, all Plan Support Parties, each

applicable Indenture Trustee, and the New Sewer Warrant Trustee will be acting in good faith if
they proceed to (1) consummate the Plan and the agreements, settlements, transactions, transfers,
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and Distributions contemplated thereby; and (2) take the other acts or actions authorized and
directed by this Confirmation Order.
NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED, AND DECREED
THAT:
1.

Plan Confirmation. The Plan, as previously modified and as modified by any

modifications made at the Confirmation Hearing, is APPROVED and CONFIRMED. Each
provision of the Plan is authorized and approved and shall have the same validity, binding effect,
and enforceability as every other provision of the Plan. The terms of the Plan, as previously
modified and as modified by any modifications made at the Confirmation Hearing, are
incorporated by reference into and are an integral part of this Confirmation Order. The failure
specifically to describe, include, or refer to any particular article, section, or provision of the
Plan, Plan Supplement, or any related document in this Confirmation Order shall not diminish or
impair the effectiveness of such article, section, or provision, it being the intent of the Court that
the Plan, the Plan Supplement, and all related documents be approved and confirmed in their
entirety as if set forth verbatim in this Confirmation Order.
2.

Compromises and Settlements. The Plan Settlements Motion is GRANTED in its

entirety. The Court accordingly hereby approves all compromises and settlements embodied in
and relating to the Plan as good faith, fair, reasonable, and equitable compromises and
settlements of all Claims, Causes of Action, and other controversies and matters resolved
pursuant to the Plan, and the entry of this Confirmation Order constitutes approval of all such
compromises and settlements pursuant to the Bankruptcy Rules, including Bankruptcy Rule
9019(a), the Bankruptcy Code, including Bankruptcy Code sections 105(a), 1123(a)(5),
1123(b)(3), and 1123(b)(6), and other applicable law. To the extent provided in the Plan, on the
Effective Date, all such compromises and settlements shall be binding on the County, the Sewer
Released Parties, the GO Released Parties, all other Creditors, and all other Persons.
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3.

Objections Resolved or Overruled. Any resolutions of objections to confirmation

of the Plan or to the Plan Settlements Motion explained on the record at the Confirmation
Hearing are hereby incorporated by reference. All unresolved objections, statements, joinders,
comments, and reservations of rights in opposition to or inconsistent with the Plan or the Plan
Settlements Motion have been fully considered by the Court and are hereby OVERRULED with
prejudice on the merits and in their entirety. Without limiting the generality of the foregoing, all
arguments raised by the objecting parties about the purported invalidity of the Rate Resolution,
the Approved Rate Structure, the New Sewer Warrants, or any feature of the New Sewer
Warrants (including the maturity dates of the New Sewer Warrants) are substantively incorrect,
are rejected on the merits, and accordingly are hereby OVERRULED. All withdrawn objections
are deemed withdrawn with prejudice.
4.

Binding Effect. On or after the entry of this Confirmation Order, and subject to

the occurrence of the Effective Date (except to the extent otherwise provided in the Plan or this
Confirmation Order), the provisions of the Plan and this Confirmation Order shall bind the
County, all Creditors, all special tax payers (as such term is defined in Bankruptcy Code section
902(3)), all past, current, and future ratepayers and users of the Sewer System, all parties in
interest, and all other Persons. Confirmation of the Plan binds each holder of a Claim to all the
terms and conditions of the Plan, whether or not such holder’s Claim is Allowed, whether or not
such holder holds a claim that is in a Class that is Impaired under the Plan, and whether or not
such holder has accepted the Plan.
5.

Plan Supplement Approved. Each document contained in the Plan Supplement

(as such may be amended, modified, or supplemented in accordance with the Plan) and each of
their provisions is approved in each and every respect. The documents contained in the Plan
Supplement, and any amendments, modifications, and supplements thereto (each of which is
made in accordance with the terms of the Plan and the applicable Plan Supplement document),
and all documents and agreements related thereto (including all exhibits and attachments thereto
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and documents referred to in such documents), and the execution, delivery, and performance
thereof by the County, are authorized and approved as finalized, executed, and delivered.
Without further order or authorization of the Court, the County is authorized and empowered to
make all modifications to all documents included as part of the Plan Supplement that are
consistent with the Plan and the applicable document. As set forth in the Plan, once finalized
and executed, the documents comprising the Plan Supplement and all other documents
contemplated by the Plan shall constitute legal, valid, binding, and authorized obligations of the
respective parties thereto, enforceable in accordance with their terms and, to the extent
applicable, shall create, as of the Effective Date, all liens and other security interests purported to
be created thereby.
6.

Approved Rate Structure Authorized and Approved.

The Approved Rate

Structure is hereby authorized and approved as the lawful and appropriate legislative act of the
County, including under Amendment 73 of the Alabama Constitution. From and after the
Effective Date, the County Commission shall adopt and maintain the Approved Rate Structure in
accordance with the Rate Resolution and as necessary for the County to satisfy the obligations
arising under the New Sewer Warrants and the New Sewer Warrant Indenture (and to otherwise
comply with all applicable state and federal laws regarding the maintenance and operation of the
Sewer System), including increases in sewer rates to the extent necessary to allow the timely
satisfaction of the County’s obligations under the New Sewer Warrants and the New Sewer
Warrant Indenture (and to otherwise comply with all applicable state and federal laws regarding
the maintenance and operation of the Sewer System).
7.

Authorization to Implement Plan. All acts and actions contemplated by the Plan

are hereby authorized and approved in all respects (subject to the provisions of the Plan). On and
after the Effective Date, the County may (a) execute, deliver, file, or record any and all
documents, contracts, instruments, releases, and other agreements, including those contained in
the Plan Supplement; (b) make any and all Distributions contemplated pursuant to, and as
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provided in, the Plan and any Plan Supplement document; and (c) take any and all acts or actions
necessary or desirable to effectuate, implement, and further evidence the terms and conditions of
the Plan, each Plan Supplement document, this Confirmation Order, the issuance of the New
Sewer Warrants under the New Sewer Warrant Indenture, the issuance and delivery of the
Replacement 2001-B GO Warrants under the Amended and Restated GO Warrant Indentures,
the provision of the New Sewer Wrap Policy, the delivery of the Reserve Fund LOC and the
other Reserve Fund LOC Agreements, and any other transaction contemplated under those
documents or the Plan. To effectuate those transactions and the Plan, the President of the County
Commission and the managers, agents, representatives, and attorneys of the County are
authorized – without further notice or application to or order of the Court – to execute, deliver,
file, or record any documents and to take any other acts or actions that they reasonably may
determine to be necessary or desirable to implement the Plan or any Plan Supplement document,
regardless whether such acts, actions, or documents are specifically referenced in the Plan, the
Plan Supplement, or this Confirmation Order.
8.

Disposition of Funds and Documents. The disposition of the Accumulated Sewer

Revenues, the Sewer Warrant Indenture Funds, and Refinancing Proceeds in accordance with
Section 4.6 and the other provisions of the Plan is hereby authorized and approved in all respects
(subject to the provisions of the Plan). Subject to the occurrence of the Effective Date, the Sewer
Warrant Trustee is hereby authorized and ordered to take all acts or actions as are necessary or
appropriate with respect to the disposition of the Accumulated Sewer Revenues, the Sewer
Warrant Indenture Funds, and Refinancing Proceeds in accordance with the Plan. As a result of
the satisfaction and discharge of all Sewer Debt Claims and the cancellation of the Sewer
Warrants (provided that such discharge and cancellation shall not modify, prejudice, or give rise
to any defenses in favor of any applicable Sewer Warrant Insurer with respect to any Sewer
Wrap Payment Rights) and the Sewer Warrant Indenture (other than for purposes of allowing the
Sewer Warrant Trustee to calculate and make Distributions in accordance with the Plan, to seek
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and obtain dismissals of the Receivership Actions and other applicable pending litigation, and, if
applicable, to pursue and administer the Sewer Wrap Payment Rights after the Effective Date)
under the Plan, on the Effective Date (a) the Sewer DSRF Policies and the Sewer DSRF
Reimbursement Agreements will be cancelled and of no further force or effect; (b) the Sewer
Warrant Trustee is hereby authorized and ordered to close the “Jefferson County Sewer System
Debt Service Reserve Fund” under the Sewer Warrant Indenture and return any surety bonds or
other documentation evidencing the Sewer DSRF Policies to the applicable Sewer Warrant
Insurer; and (c) the Sewer Wrap Policies will be cancelled and of no further force or effect
except with respect to any Sewer Wrap Payment Rights, and such Sewer Wrap Policies (in the
case of FGIC, as modified by the First Amended Plan of Rehabilitation for Financial Guaranty
Insurance Company, dated June 4, 2013, as such plan may be amended or modified) shall remain
in full force and effect with respect to such Sewer Wrap Payment Rights and only to the extent
the holders of Sewer Warrants have such Sewer Wrap Payment Rights.
9.

Retention of Property by the County. Except as otherwise provided in the Plan or

this Confirmation Order, all assets and properties of the County shall be retained by the County
on the Effective Date, free and clear of all Claims, liens, encumbrances, charges, and interests.
From and after the Effective Date, the County may conduct its affairs and use, acquire, and
dispose of any assets or property without supervision by the Court and free of any restrictions of
the Bankruptcy Code or Bankruptcy Rules and in all respects as if there were no pending case
under any chapter or provision of the Bankruptcy Code, other than those restrictions expressly
imposed by the Plan and this Confirmation Order.
10.

Administrative Claim Deadlines. The deadlines, procedures, and other provisions

regarding the assertion, allowance, and treatment of Administrative Claims set forth in Sections
2.2(a) and 2.2(b) of the Plan, to the extent not previously approved and adopted by an order of
the Court, are hereby approved and adopted. The Administrative Claims Bar Date shall be
January 31, 2014.
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11.

Professional Fees. All the amounts disclosed by the County at or in connection

with the Confirmation Hearing that have been paid or are to be paid for services or expenses in
the Case or incident to the Plan are reasonable and have been paid and may appropriately be paid
pursuant to Section 2.2(c) of the Plan, and all amounts previously paid by the County for services
or expenses in the Case or incident to the Plan were similarly reasonable, appropriately paid by
the County, and are final, indefeasible, and not subject to collateral attack. In light of the Court’s
findings of reasonableness and approval of payment in this Confirmation Order, no further
requests or applications are necessary regarding the amounts paid or to be paid to a professional
Person that has been duly retained by the County for services or expenses in the Case or incident
to the Plan. The County, in the ordinary course of its business, and without the requirement of
Court approval, may pay for professional services rendered and expenses incurred following the
Effective Date.
12.

Assumption of Executory Contracts and Unexpired Leases. As of the Effective

Date, pursuant to Section 3.1(a) of the Plan and Bankruptcy Code sections 365(b) and 1123(b),
each of the Assumed Agreements shall be deemed assumed by the County and shall be in full
force and effect, subject to the County’s right to amend the Schedule of Assumed Agreements at
any time prior to the Effective Date to: (a) remove any executory contract or unexpired lease
from the Schedule of Assumed Agreements and provide for its rejection under the Plan or
otherwise; or (b) add any executory contract or unexpired lease to the Schedule of Assumed
Agreements and provide for its assumption under the Plan. The County shall provide notice of
any amendment to the Schedule of Assumed Agreements to the party or parties to the agreement
affected by the amendment; provided where a contract or lease is added to the Schedule of
Assumed Agreements, (i) the County shall provide notice of such addition and the proposed
Cure Payment with respect thereto (if any) to the non-County party to the contract or lease, and
the non-County party to such contract or lease shall have ten (10) calendar days following the
date of service of the notice to file any objection to the assignment or the proposed Cure
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Payment; and (ii) in the absence of a timely filed objection to the assignment or proposed cure of
such additional agreement, this Confirmation Order shall constitute (A) a finding and
determination that there is no Cure Payment associated with the additional agreement or any
defaults or other amounts that must be paid by the County in connection with the assumption of
the additional agreement; (B) a finding and determination that there is “adequate assurance of
future performance” (within the meaning of Bankruptcy Code section 365(b)(1)) with respect to
such additional agreement, to the extent required; and (C) approval of the assumption of such
additional agreement pursuant to the Plan, effective as of the Effective Date.
13.

Rejection of Executory Contracts and Unexpired Leases. As of the Effective

Date, pursuant to Section 3.2(a) of the Plan and Bankruptcy Code section 365, each of the
executory contracts and unexpired leases to be rejected under the Plan shall be deemed rejected
as of such date. The deadlines, procedures, and other provisions regarding Rejection Damage
Claims set forth in Section 3.2(b) of the Plan are hereby approved and adopted.
14.

Assumption of Postpetition Contracts. Pursuant to Section 3.3 of the Plan, as of

the Effective Date, all executory contracts and unexpired leases that the County has entered into
after the Petition Date with due authorization of the County Commission will be assumed and
retained by the County and will remain in full force and effect from and after the Effective Date.
15.

Vesting of Preserved Claims in County. The Preserved Claims to be preserved

and vested in the County pursuant to Section 4.12 of the Plan shall be fully preserved and shall
be deemed vested in the County as of the Effective Date. From and after the Effective Date, the
County shall retain its exclusive right, power, and duty to administer the collection, prosecution,
enforcement, settlement, or abandonment of the Preserved Claims in the County’s sole and
absolute discretion.
16.

Allowance of Certain Claims.

As set forth in the Plan and subject to the

occurrence of the Effective Date, the Claims in Class 1-A, Class 1-B, Class 1-C, Class 1-D,
Class 2-A, Class 2-B, Class 2-C, Class 2-D, Class 2-E, Class 3-A, Class 3-B, Class 4, Class 5-A,
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Class 5-B, Class 5-C, Class 5-D, Class 5-E, and Class 7 shall be Allowed on the Effective Date
in the amounts and to the extent specified in the Plan, and, in each case, shall be satisfied
pursuant to the terms of the Plan and any agreements related to the Plan. The allowance on the
Effective Date of Allowed Claims in Class 1-A, Class 1-B, Class 1-C, and Class 1-D is
appropriate and binding on, specifically enforceable against, and a basis for mandamus against
the County, the County Commission, and all other Persons in accordance with the Plan, because,
among other things, the allowance of such Claims, along with treatment of those Allowed Claims
under the Plan, is a necessary predicate to the issuance of the New Sewer Warrants and is an
essential component of the compromises and settlements described in the Plan Settlements
Motion. The validity and enforceability of the allowance of the Allowed Claims in Class 1-A,
Class 1-B, Class 1-C, and Class 1-D along with the treatment of those Allowed Claims under the
Plan and any related agreements, shall (a) moot any pending Causes of Action challenging the
validity or enforceability of the Sewer Warrants or the issuance thereof, payments of principal
and interest made in respect of the Sewer Warrants, or any Sewer System rates or charges
established or collected by the County in connection with the issuance or the payment of debt
service in respect of the Sewer Warrants, or seeking the return of any payment made by the
County in connection with the Sewer Warrants or any financing or other transaction regarding
the Sewer System; and (b) not be subject to any collateral attack or other challenge by any
Person in any court or other forum from and after the Effective Date.
17.

Objections to Claims. Notwithstanding any Bankruptcy Rule or local rule to the

contrary, and except as provided in Section 2.2(a)(i) of the Plan with respect to Administrative
Claims, the deadline for objections to Claims against the County shall be the date that is the later
of (a) the first Business Day that is at least 180 calendar days after the Effective Date; and (b) the
first Business Day that is at least 180 calendar days after the date on which a proof of Claim in
respect of a Claim has been Filed, in each case unless extended by the Court upon a motion Filed
by the County.
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18.

No Amendments to Proofs of Claim. From and after the Effective Date, other

than a proof of Claim relating to an executory contract or unexpired lease that is rejected
pursuant to the Plan, a proof of Claim relating to any prepetition Claim may not be Filed or
amended without leave of the Court.
19.

Setoff and Recoupment. The County may, but shall not be required to, setoff

against or recoup from any Claim and the Distributions to be made in respect of such Claim
(other than with respect to Claims previously Allowed or Allowed as set forth in the Plan) any
Causes of Action of any nature whatsoever that the County may have against the claimant and
that is not a GO Released Claim or a Sewer Released Claim. If the County elects to so setoff or
recoup, the Allowed amount of the subject Claim shall be limited to the net amount after giving
effect to the County’s setoff or recoupment; provided, however, that the claimant will be
provided with written notice of the proposed setoff or recoupment at least ten (10) Business Days
prior thereto, and, if the claimant files a written objection to such proposed setoff or recoupment
with the Court, the County shall not proceed with the setoff or recoupment absent the withdrawal
of the claimant’s objection or the entry of an order overruling the objection, but the County may
in all events withhold any Distributions on account of such Claim pending resolution of the
claimant’s objection; provided further, however, that neither the failure to setoff against or
recoup from any Claim nor the allowance of any Claim shall constitute a waiver or release by the
County of any Causes of Action the County may have against the subject claimant.
20.

Dismissal of Adversary Proceedings.

On the Effective Date, each of the

following adversary proceedings shall be deemed dismissed with prejudice in its entirety:
(a)

Charles E. Wilson, et al. v. JPMorgan Chase & Co., et al. (In re Jefferson

County, Alabama), Adv. Proc. No. 11-00433-TBB.
(b)

The Bank of New York Mellon, as Indenture Trustee v. Jefferson County, Alabama

(In re Jefferson County, Alabama), Adv. Proc. No. 12-00016-TBB.
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(c)

The Bank of New York Mellon, as Indenture Trustee v. Jefferson County, Alabama

(In re Jefferson County, Alabama), Adv. Proc. No. 12-00067-TBB.
(d)

Andrew Bennett, et al. v. Jefferson County, Alabama and The Bank of New York

Mellon, as Indenture Trustee (In re Jefferson County, Alabama), Adv. Proc. No. 1200120-TBB.
(e)

Lehman Brothers Special Financing Inc. v. The Bank of New York Mellon, as

Indenture Trustee, and Jefferson County, Alabama (In re Jefferson County, Alabama),
Adv. Proc. No. 12-00149-TBB.
(f)

The Bank of New York Mellon, as Indenture Trustee v. Jefferson County,

Alabama, et al. (In re Jefferson County, Alabama), Adv. Proc. No. 13-00019-TBB.
The County is authorized and directed to file a “Notice of Dismissal in Accordance with Plan
and Confirmation Order” in each of the foregoing adversary proceedings on or as soon as is
reasonably practicable after the Effective Date.
21.

Dismissal of Other Litigation. In connection with the occurrence of the Effective

Date, each of the County, the Sewer Plan Support Parties, and the Sewer Warrant Trustee (as
applicable) shall file in other appropriate courts stipulations of dismissal among the applicable
parties or joint motions to dismiss with prejudice any pending litigation (including any appeals or
writs of mandamus) commenced by the County, any of the Sewer Plan Support Parties, or the
Sewer Warrant Trustee against the County or any of the Sewer Plan Support Parties, with such
dismissals to be effective on and contingent upon the occurrence of the Effective Date.
22.

Termination of Receiver and Dismissal of Receivership Actions. As a result of

the satisfaction and discharge of all Sewer Debt Claims, as well as the cancellation of the Sewer
Warrants, the Sewer Warrant Indenture, and the Sewer Insurance Policies (as applicable) under
the Plan, from and after the Effective Date, the Receiver’s status as receiver of the Sewer System
will be terminated and of no further force or effect. On or as soon as reasonably practicable after
the Effective Date, the Sewer Warrant Trustee shall pay all of the Receiver’s unpaid reasonable
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fees (including fees of its counsel and experts) and expenses from the Sewer Warrant Indenture
Funds and shall dismiss (or obtain any court orders as are necessary to dismiss) each of the
Receivership Actions in their entirety and with prejudice.
23.

Deemed Acceleration of the Sewer Warrants.

For all purposes, including

Distributions under the Plan, all series and subseries of the Sewer Warrants shall be deemed
accelerated, as of the Effective Date, after payment of the Reinstated Sewer Warrant Principal
Payments, the Reinstated Sewer Warrant Interest Payments, and the Sewer Warrant Insurers
Outlay Amount, which acceleration shall occur immediately and before any other Distribution of
consideration on the Effective Date; provided, however, that such acceleration will not be
deemed to release any of the Sewer Wrap Policies with respect to Sewer Wrap Payment Rights
except as a result of any Sewer Warrant Insurer’s payment of the Outstanding Amount on the
applicable series or subseries of non-commuted Sewer Warrants as set forth in the last sentence
of this paragraph. With respect to any series or subseries of Sewer Warrants as to which the
Commutation Election is not made or deemed not to have been made, and solely to the extent
that any Sewer Warrant Insurer voluntarily elects (irrespective of the terms of the applicable
Sewer Wrap Policy), in its sole and absolute discretion, to pay the Outstanding Amount on such
series or subseries of Sewer Warrants, the Sewer Warrant Trustee shall be deemed as of the
Effective Date or, if later, as of the date on which the applicable Sewer Warrant Insurer makes
such election as to such series or subseries of Sewer Warrants, to have submitted a draw request
under each applicable Sewer Wrap Policy in respect of the Outstanding Amount on such noncommuted series or subseries of Sewer Warrants, and each such Sewer Warrant Insurer shall be
entitled (irrespective of the terms of the applicable Sewer Wrap Policy), in its sole and absolute
discretion, to treat the Outstanding Amount as “Due for Payment” (as such term is defined in the
applicable Sewer Wrap Policy and for purposes of such Sewer Wrap Policy) as of the Effective
Date or as of such later date on which the applicable Sewer Warrant Insurer elects to pay such
Outstanding Amount. Payment, as provided in the applicable Sewer Wrap Policy, of the
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Outstanding Amount on any series or subseries of non-commuted Sewer Warrants shall be
deemed to fully discharge the applicable Sewer Warrant Insurer’s obligations under the
applicable Sewer Wrap Policy and to fully release all Sewer Wrap Payment Rights with respect
to such Sewer Warrants.
24.

Validation of New Sewer Warrants. The Court does hereby validate and confirm

all proceedings had and taken in connection with the following: (a) the Plan; (b) all covenants,
agreements, provisions and obligations of the County set forth in the Plan; (c) the Rate
Resolution and Approved Rate Structure; (d) all covenants, agreements, provisions and
obligations of the County set forth in the New Sewer Warrant Indenture; and (e) the New Sewer
Warrants and the provisions made to pay and secure payment of such obligations. When the
New Sewer Warrants have been executed and delivered in accordance with the Plan, the New
Sewer Warrants and the pledges, covenants, agreements and obligations set forth therein and in
the New Sewer Warrant Indenture shall stand validated and confirmed. At the time of the
delivery of the New Sewer Warrants, the County is hereby directed to cause to be stamped or
written on each of the New Sewer Warrants a legend substantially as follows:
“VALIDATED AND CONFIRMED BY JUDGMENT AND
CONFIRMATION ORDER OF THE UNITED STATES
BANKRUPTCY COURT FOR THE NORTHERN DISTRICT OF
ALABAMA, ENTERED ON THE ___ DAY OF ______, 2013.”
This validation will be full, final, complete, binding, and conclusive as to the County, all
Creditors, all past, current, and future ratepayers and users of the Sewer System, all parties in
interest, and all other Persons.

Accordingly, the validity and enforceability of the Rate

Resolution, the New Sewer Warrants, the New Sewer Warrant Indenture, and the covenants
made by the County for the benefit of the holders thereof and those Persons providing the New
Sewer Wrap Policy and the Reserve Fund LOC (including the revenue and rate covenants in the
New Sewer Warrant Indenture) shall not be subject to any collateral attack or other challenge by
any Person in any court or other forum from and after the Effective Date.
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25.

Validation of Approved Rate Structure. The Court hereby approves the Approved

Rate Structure as a valid provision made to pay or secure payment of the New Sewer Warrants
that is appropriate, reasonable, and non-discriminatory.

Both the prospective sewer rates

contained in the Approved Rate Structure and the sewer rates on which the Approved Rate
Structure builds are lawful and appropriate, including under Amendment 73 of the Alabama
Constitution.

From and after the Effective Date, the County Commission shall adopt and

maintain the Approved Rate Structure in accordance with the Rate Resolution and as necessary
for the County to satisfy the obligations arising under the New Sewer Warrants and the New
Sewer Warrant Indenture (and to otherwise comply with all applicable state and federal laws
regarding the maintenance and operation of the Sewer System), including increases in sewer
rates to the extent necessary to allow the timely satisfaction of the County’s obligations under the
New Sewer Warrants and the New Sewer Warrant Indenture (and to otherwise comply with all
applicable state and federal laws regarding the maintenance and operation of the Sewer System).
Without limitation, from and after the Effective Date, (a) this Confirmation Order shall constitute
a consent decree binding upon, specifically enforceable against, and a basis for mandamus
against the County, the County Commission, and all other Persons in accordance with the Plan
(including in an action brought by the New Sewer Warrant Trustee); (b) the validity and
enforceability of the Approved Rate Structure and the Rate Resolution shall not be subject to any
collateral attack or other challenge by any Person in any court or other forum from and after the
Effective Date; and (c) the Court shall retain exclusive jurisdiction to enforce the Approved Rate
Structure and the Rate Resolution, to require the County to otherwise comply with the New
Sewer Warrants and the New Sewer Warrant Indenture, and to hear and adjudicate any action or
proceeding enforcing, challenging, or collaterally attacking the Approved Rate Structure or the
Rate Resolution. All rights, claims, and defenses of the County, the New Sewer Warrant
Trustee, and any other affected party are preserved with respect to any Person that attempts to
collaterally attack the Approved Rate Structure or the Rate Resolution from or after the Effective
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Date despite the prohibitions on such attacks contained in the Plan and this Confirmation Order.
From and after the Effective Date, the New Sewer Warrant Trustee, upon the occurrence of an
event of default under the New Sewer Warrant Indenture and subject to the conditions thereof, is
authorized to enforce the terms of the Plan, the New Sewer Warrant Indenture, the Approved
Rate Structure, and the Rate Resolution against the County, including by obtaining an order from
this Court or any other court of competent jurisdiction compelling the County to (x) increase
rates charged for Sewer System services so that the Sewer System generates sufficient revenues
to cure any default under the New Sewer Warrant Indenture and (y) specifically perform the
terms of the Rate Resolution and the New Sewer Warrant Indenture.
26.

Exemption from Securities Law. The issuance of the Replacement 2001-B GO

Warrants and the offering and issuance of the New Sewer Warrants are exempt from registration
under the 1933 Act, and all rules and regulations promulgated thereunder. In general, securities
issued by the County, such as general obligation warrants and sewer revenue warrants, are
exempt from registration under section 3(a)(2) of the 1933 Act. Obligations issued by the
County likewise are exempt from registration under current Alabama securities laws. These
exemptions from registration apply to the New Sewer Warrants and the Replacement 2001-B GO
Warrants. The Replacement 2001-B GO Warrants will also be exempt from registration under
federal or state securities law to the maximum extent provided under Bankruptcy Code section
1145. Like the exemption from registration provided to the County under section 3(a)(2) of the
1933 Act, generally applicable securities laws provide an exemption from qualification for
certain trust indentures entered into by governmental entities.

The New Sewer Warrant

Indenture and the Amended and Restated GO Warrant Indentures are each exempt from
qualification under section 304(a)(4) of the Trust Indenture Act of 1939. Nothing in the Plan or
this Confirmation Order, including Articles 5 and 6 of the Plan, is intended (i) to preclude the
Securities and Exchange Commission from performing its statutory duties, including pursuing
any causes of action (including those asserted in the case of SEC v. Charles LeCroy, et al., Case
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No. 2:09-cv-02238 (N.D. Ala.)), regarding any Person in any forum with proper jurisdiction; or
(ii) without limiting the discharge of the County under the Bankruptcy Code, to excuse any
Person from being subject to any action brought by the Securities and Exchange Commission on
account of such Person’s non-compliance with applicable securities law.
27.

Protection Under Section 364(e). The Court hereby approves and authorizes the

incurrence of all indebtedness and extensions of credit necessary to implement the Plan pursuant
to Bankruptcy Code section 364, including the offering of New Sewer Warrants under the Plan,
the adoption of the Rate Resolution, the incurrence of any underwriting or other transaction fees
to be paid at closing, the provision of the New Sewer Wrap Policy, and the delivery of the
Reserve Fund LOC and the other Reserve Fund LOC Agreements.

The protections of

Bankruptcy Code section 364(e) will apply to all such indebtedness or extensions of credit to the
maximum extent permitted by law. As such, each of the Persons purchasing the New Sewer
Warrants (and their assignees and transferees), the participants in the offering of New Sewer
Warrants under the Plan, the Persons receiving any underwriting or other transaction fees to be
paid at closing, and those Persons providing the New Sewer Wrap Policy and the Reserve Fund
LOC are in each case entitled to the full protections and rights afforded by Bankruptcy Code
section 364(e) with respect to such transactions.
28.

Exculpation Regarding the Bankruptcy and Plan Process.

The provisions of

Section 5.1 of the Plan are hereby approved and authorized in their entirety. Without limiting the
generality of the foregoing, neither the GO Released Parties, nor the Sewer Released Parties, nor
the School Warrant Trustee, nor any of their respective Related Parties shall have or incur any
liability to any Person, including any holders of GO Warrants, Sewer Warrants, or School
Warrants, for any act or omission occurring on or before the Effective Date in connection with,
related to, or arising out of the Case, the Plan Support Agreements, the formulation, preparation,
dissemination, implementation, confirmation, or approval of the Plan or any compromises or
settlements incorporated therein, the Disclosure Statement, the Plan Supplement, or any other
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contract, instrument, release, or other agreement or document provided or contemplated in
connection with the consummation of the transactions set forth in the Plan; provided, however,
that the foregoing provisions shall not affect the liability of any Person that otherwise would
result from any such act or omission occurring on or prior to the Effective Date to the extent that
such act or omission is determined in a Final Order to have constituted willful misconduct or
fraud.
29.

Discharge and Permanent Injunction. The provisions of Section 6.2 of the Plan

are hereby approved and authorized in their entirety. Without limiting the generality of the
foregoing,
(a)

The rights afforded in the Plan and the treatment of all Claims by the Plan are in

exchange for and in complete settlement, satisfaction, discharge, and release of, and
injunction against, all Claims of any nature whatsoever arising prior to the Effective Date
against the County or its property, including any interest accrued on such Claims from
and after the Petition Date.
(b)

Except as otherwise provided in the Plan or this Confirmation Order, on the

Effective Date, (i) the County and its property are discharged and released to the fullest
extent permitted by Bankruptcy Code section 944(b) from all Claims and rights that arose
before the Effective Date, including all debts, obligations, demands, and liabilities, and
all debts of the kind specified in Bankruptcy Code sections 502(g), 502(h), or 502(i),
regardless whether (A) a proof of Claim based on such debt is Filed or deemed Filed, (B)
a Claim based on such debt is allowed pursuant to Bankruptcy Code section 502, or (C)
the holder of a Claim based on such debt has or has not accepted the Plan; (ii) any
judgment underlying a Claim discharged hereunder is void; and (iii) all Persons are
precluded from asserting against the County or its property, whether directly or on behalf
of the County, any Claims or rights based on any act or omission, transaction, or other
activity of any kind or nature that occurred prior to the Effective Date. Accordingly,
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without limitation and except as otherwise expressly provided in the Plan or this
Confirmation Order, from and after the Effective Date, the Sewer Warrants and the
Sewer Warrant Indenture shall be deemed cancelled and all liens granted thereunder or
related thereto shall be deemed discharged and released.
(c)

Except as otherwise provided in the Plan or this Confirmation Order, on and after

the Effective Date, all Persons who have held, currently hold, or may hold a Claim that is
based on any act or omission, transaction, or other activity of any kind or nature that
occurred prior to the Effective Date, that otherwise arose or accrued prior to the Effective
Date, or that otherwise is discharged pursuant to the Plan, are permanently and
completely enjoined from taking any of the following actions on account of any such
discharged Claim (the “Permanent Injunction”): (i) commencing, conducting, or
continuing in any manner any suit, action, or other proceeding of any kind against or
affecting the County, its property, its obligations, or any of its Related Parties that is
inconsistent with the Plan or this Confirmation Order; (ii) attaching, collecting, enforcing,
levying, or otherwise recovering in any manner any award, decree, judgment, or order
against or affecting the County, its property, its obligations, or any of its Related Parties
other than as expressly permitted under the Plan; (iii) creating, perfecting, or otherwise
enforcing in any manner any lien or encumbrance of any kind against or affecting
property of the County, other than as expressly permitted under the Plan; (iv) asserting
any right of recoupment, setoff, or subrogation of any kind against any obligation due to
the County with respect to any such discharged Claim, except as otherwise permitted by
Bankruptcy Code section 553; (v) acting or proceeding in any manner, in any place
whatsoever, that does not comply with or is inconsistent with the provisions of the Plan,
this Confirmation Order, or the discharge provisions of Bankruptcy Code section 944;
and (vi) taking any actions to interfere with the implementation or consummation of the
Plan; provided, however, that the foregoing provision shall not include or affect the
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liability of any Related Party of the County (x) in any action brought by the Securities
and Exchange Commission or (y) on account of any violation of the securities laws. The
County and any other Person injured by any willful violation of the Permanent Injunction
shall recover actual damages, including costs, expenses, and attorneys’ fees, and, in
appropriate circumstances, may recover punitive damages, from the willful violator, and
the Court retains jurisdiction over any Causes of Action resulting from any willful
violation of the Permanent Injunction.
(d)

Nothing in this Confirmation Order or the Plan discharges, releases, precludes, or

enjoins: (i) any environmental liability to any governmental unit that is not a Claim as
defined in 11 U.S.C. § 101(5); (ii) any environmental Claim of any governmental unit
arising on or after the Effective Date; or (iii) any environmental liability to any
governmental unit on the part of any entity as the owner or operator of property after the
Effective Date.
30.

Continuation of Stays. Except as otherwise provided in the Plan, all injunctions

or stays in effect in the Case under Bankruptcy Code sections 105, 362(a), or 922(a), or
otherwise, on the Confirmation Date shall remain in full force and effect through and including
the Effective Date.
31.

Commutation Election. The Commutation Election available under the Plan, the

Commutation Provisions, and the procedures and presumptions related to the Commutation
Election and opportunity for the Deemed Commuting Holders to rescind such Commutation
Election are approved and authorized in their entirety. On and as of the Effective Date, any
holder of Sewer Warrants that made or was deemed to make the Commutation Election and, in
the case of the Deemed Commuting Holders, did not timely rescind such deemed Commutation
Election will be deemed to have unconditionally commuted, waived, and forever released,
discharged, and forgone (a) any and all Sewer Wrap Payment Rights; (b) any and all Bank
Warrant Default Interest Claims; and (c) any and all other Sewer Released Claims against the
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County, against any of the Sewer Released Parties, or against any of their respective Related
Parties. On and as of the Effective Date, any holder of Sewer Warrants that (i) affirmatively
chose not to make the Commutation Election, (ii) was deemed not to make the Commutation
Election, or, (iii) in the case of the Deemed Commuting Holders, timely rescinded such deemed
Commutation Election shall have Sewer Wrap Payment Rights as set forth in the Plan.
32.

Releases and Injunctions. The releases and injunctions set forth in Section 6.3 of

the Plan are hereby approved and authorized in their entirety. Without limiting the generality of
the foregoing,
(a)

Under the Plan and as of the Effective Date, each Sewer Released Party, on behalf

of itself, and, to the maximum extent permitted by law, on behalf of each of its Related
Parties, in exchange for and upon receipt of the treatment and consideration set forth in
the Plan and related documents for the Sewer Released Parties, including the
compromises and settlements among the Sewer Released Parties implemented pursuant to
the Plan and related documents, forever waives and releases all other Sewer Released
Parties and their respective Related Parties from any and all Sewer Released Claims.
(b)

Under the Plan and as of the Effective Date, all Persons who voted to accept the

Plan or who made or are deemed to have made the Commutation Election and, in the case
of the Deemed Commuting Holders, did not timely rescind such deemed Commutation
Election will be conclusively deemed to have irrevocably and unconditionally, fully,
finally, and forever waived and released and discharged on their own behalf, and on
behalf of any Person claiming through them, all Sewer Released Parties and their
respective Related Parties from any and all Sewer Released Claims.
(c)

From and after the Effective Date, the County, any Person seeking to exercise the

rights of the County (including in respect of the County’s Causes of Action purportedly
asserted in the Bennett Action and the Wilson Action), all Persons holding any Sewer
Released Claims that are waived and released pursuant to Section 6.3(a) of the Plan, and
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all Persons acting or purporting to act on behalf of any Persons holding any Sewer
Released Claims that are waived and released pursuant to Section 6.3(a) of the Plan, are
permanently and completely enjoined from commencing or continuing any action,
directly or indirectly and in any manner, to assert, pursue, litigate, or otherwise seek any
recovery on or on account of such Sewer Released Claims (including any further
prosecution of the portion of the Wilson Action pending in state court).
(d)

From and after the Effective Date, this Confirmation Order constitutes a bar order

pursuant to Bankruptcy Code section 105(a), Rule 16 of the Federal Rules of Civil
Procedure, and Bankruptcy Rule 7016 barring and enjoining any and all Persons from
commencing or continuing any action, directly or indirectly and in any manner, to assert,
pursue, litigate, or otherwise seek any recovery on or on account of any Sewer Released
Claims or Ratepayer Claims (including any further prosecution of the portion of the
Wilson Action pending in state court).
(e)

From and after the Effective Date, the Sewer Warrant Trustee, any holders of

Sewer Warrants, and all other Persons are permanently and completely enjoined from
pursuing any right of payment under (i) any of the Sewer DSRF Policies, which will be
cancelled and of no further force or effect pursuant to Section 4.7 of the Plan; or (ii) any
of the Sewer Wrap Policies with respect to any Sewer Warrant holder that made or was
deemed to have made the Commutation Election, which Sewer Wrap Policies will be
cancelled and of no further force or effect pursuant to Section 4.7 of the Plan; provided,
however, that such injunction shall not enjoin any holders of Sewer Warrants that did not
make or were deemed not to make the Commutation Election, or, if applicable, the Sewer
Warrant Trustee on their behalf, from pursuing any Sewer Wrap Payment Rights.
(f)

Under the Plan and as of the Effective Date, each GO Released Party, on behalf of

itself, and, to the maximum extent permitted by law, on behalf of each of its Related
Parties, in exchange for and upon receipt of the treatment and consideration set forth in
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the Plan for the GO Released Parties, including the compromises and settlements among
the GO Released Parties implemented pursuant to the Plan, forever waives and releases
all other GO Released Parties and their respective Related Parties from any and all GO
Released Claims.
(g)

Under the Plan and as of the Effective Date, all Persons who voted to accept the

Plan will be conclusively deemed to have irrevocably and unconditionally, fully, finally,
and forever waived and released and discharged on their own behalf, and on behalf of any
Person claiming through them, all GO Released Parties and their respective Related
Parties from any and all GO Released Claims.
(h)

From and after the Effective Date, the County, any Person seeking to exercise the

rights of the County, all Persons holding any GO Released Claims that are waived and
released pursuant to Section 6.3(b) of the Plan, and all Persons acting or purporting to act
on behalf of any Persons holding any GO Released Claims that are waived and released
pursuant to Section 6.3(b) of the Plan, are permanently and completely enjoined from
commencing or continuing any action, directly or indirectly and in any manner, to assert,
pursue, litigate, or otherwise seek any recovery on or on account of such GO Released
Claims.
(i)

The releases and injunctions set forth in Section 6.3 of the Plan are integral and

critical parts of the Plan and the compromises and settlements implemented pursuant to
the Plan, the approval of such releases pursuant to this Confirmation Order is a condition
to the occurrence of the Effective Date, and all Sewer Released Parties and all GO
Released Parties have relied on the efficacy and conclusive effects of such releases and
injunctions and on the Bankruptcy Court’s retention of jurisdiction to enforce such
releases and injunctions when making concessions pursuant to the Plan and by agreeing
to, accepting, and supporting the settlement and treatment of their respective Claims,
Causes of Action, and other rights under the Plan.
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33.

Conditions to Effective Date. The Plan shall not become effective unless and

until the conditions set forth in Section 4.18(a) of the Plan are satisfied or waived pursuant to
Section 4.18(b) of the Plan. For the avoidance of doubt, no waiver of the conditions precedent to
the Effective Date shall have occurred without the consent of any applicable Plan Support Party
if and to the extent that the consent of such party is required pursuant to the terms of the Plan and
any Plan Support Agreement.
34.

Non-Occurrence of Effective Date. If the Effective Date does not occur, then,

without limiting the provisions of Section 4.18(c) of the Plan, (a) the Plan; (b) any compromise
or settlement embodied in the Plan (including the Allowance of any Claims); (c) the assumption
or rejection of executory contracts or unexpired leases pursuant to the Plan; (d) any document or
agreement executed pursuant to the Plan (including any document or supplement contained in
the Plan Supplement); and (e) any acts, actions, releases, waivers, or injunctions authorized by
this Confirmation Order or any order in aid of consummation of the Plan shall be deemed null
and void and inadmissible as evidence in any proceeding. In such event, nothing contained in
this Confirmation Order, any order relating to consummation of the Plan, the Plan, or the Plan
Supplement, and no acts taken in preparation for consummation of the Plan (including voting in
favor of the Plan or making the Commutation Election) shall be (i) deemed to constitute a waiver
or release of any Claims or Causes of Action by or against the County or any other Person, to
prejudice in any manner the rights of the County or any other Person in any further proceedings
involving the County or otherwise, or to constitute an admission of any sort by the County or any
other Person as to any issue; or (ii) construed as a finding of fact or conclusion of law in respect
thereof.
35.

Notice of Confirmation Order and Effective Date. Within ten (10) Business Days

following the Effective Date, the County or its agents shall mail or cause to be mailed to all
Creditors a notice that informs such Creditors of (a) entry of this Confirmation Order and the
resulting confirmation of the Plan; (b) the occurrence of the Effective Date; (c) the assumption
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and rejection of executory contracts and unexpired leases pursuant to the Plan, as well as the
deadline for the filing of resulting Rejection Damage Claims; (d) the deadline established under
the Plan for the filing of Administrative Claims; and (e) such other matters as the County finds
appropriate. Such notice will be good and sufficient notice under the particular circumstances,
will be made in accordance with all the requirements of the Bankruptcy Code and the
Bankruptcy Rules (including Bankruptcy Rules 2002(f)(7) and 3020(c)(2)), will comply in all
regards with the requirements of the due process clause of the Fifth Amendment to the United
States Constitution and, to the extent applicable, with the requirements of the due process clause
of the Fourteenth Amendment to the United States Constitution, and no other or further notice or
publication is necessary.
36.

Governing Law. Unless a rule of law or procedure is supplied by (a) federal law

(including the Bankruptcy Code and the Bankruptcy Rules), or (b) an express choice of law
provision in any agreement, contract, instrument, or document provided in, or executed in
connection with, the Plan, the rights and obligations arising under the Plan and any agreements,
contracts, instruments, and documents executed in connection with the Plan shall be governed
by, and construed and enforced in accordance with, the laws of the State of Alabama without
giving effect to the principles of conflict of laws thereof.
37.

Preemptive Effect. Pursuant to Bankruptcy Code sections 1123(a), 1123(b), and

944(a), as well as general principles of federal supremacy, the provisions of this Confirmation
Order, the Plan, and related documents or any amendments or modifications thereto shall apply
and be enforceable notwithstanding any otherwise applicable nonbankruptcy law.
38.

Retention of Jurisdiction. Notwithstanding the entry of this Confirmation Order

or the occurrence of the Effective Date, pursuant to Bankruptcy Code section 945(a), the Court
shall retain jurisdiction over the Case and as provided in Section 6.4 of the Plan. Without
limiting the generality of the foregoing, the Court shall retain jurisdiction (a) to enter appropriate
orders in aid of implementation of the Plan pursuant to Bankruptcy Code section 1142(b); (b)
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with respect to all matters arising from or related to the implementation, interpretation, and
enforcement of this Confirmation Order; and (c) to enforce prohibitions against any subsequent
collateral attack on the validations contained in the Plan and this Confirmation Order. The Court
shall reserve all powers as are necessary or appropriate to enforce or to give effect to the Court’s
retained jurisdiction under the Plan and this Confirmation Order, including by way of injunction.
39.

Finality and Immediate Effect of this Order. This Confirmation Order (a) is a

final order and the period in which an appeal must be filed shall commence upon the entry
hereof; (b) shall be immediately effective and enforceable upon the entry hereof; and (c) for
good cause shown, based on the record of the Confirmation Hearing, shall not be subject to any
stay otherwise applicable under the Bankruptcy Rules, including Bankruptcy Rule 3020(e).
40.

Authority to Consummate. The County is authorized to cause the Effective Date

to occur and to otherwise consummate the Plan at any time after the entry of this Confirmation
Order subject to satisfaction or waiver (by the required parties) of the conditions precedent to the
Effective Date set forth in Section 4.18(a) of the Plan. Subject to Section 4.18 of the Plan and
notwithstanding Bankruptcy Rules 3020(e) or 7062 or otherwise, upon the occurrence of the
Effective Date, the Plan and the Plan Supplement shall be immediately effective and enforceable
and deemed binding upon the County, all Creditors, and all other Persons in accordance with
their respective terms.
41.

Conflicts Between this Order and the Plan. The provisions of this Confirmation

Order, including the findings of fact and conclusions of law set forth herein, and the provisions
of the Plan are integrated with each other, nonseverable, and mutually dependent unless
expressly stated by further order of the Court. The provisions of the Plan, the Plan Supplement,
and this Confirmation Order shall be construed in a manner consistent with each other so as to
effect the purpose of each; provided, however, that if there is any direct conflict between the
terms of the Plan or the Plan Supplement and the terms of this Confirmation Order that cannot be
reconciled, then, solely to the extent of such conflict, the provisions of this Confirmation Order
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shall govern and any such provision of this Confirmation Order shall be deemed a modification
of the Plan and shall control and take precedence.

DONE AND ORDERED this the 22nd day of November, 2013.

UNITED STATES BANKRUPTCY JUDGE
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