UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN

SOUTHERN DIVISION
)
In re: )  Chapter 9
CITY OF DETROIT, MICHIGAN, ; Case No. 13-53846
Debtor. i Hon. Steven W. Rhodes

DECLARATION OF STEVEN KREISBERG

I, Steven Kreisberg, declare under penalty of perjury pursuant to 28 U.S.C. § 1746, as
follows:

l. I serve as Director of Collective Bargaining and Heaith Care Policy of the
American Federation of State, County & Municipal Employees, AFL-CIO (“AFSCME"), and I
submit this declaration in support of The Michigan Council 25 Of The American Federation Of
State, County & Municipal Employees, AFL-CIO And Sub-Chapter 98, City Of Detroit Retirees’
Amended Objection To The City Of Detroit’s Eligibility To Obtain Relief Under Chapter 9 of
The Bankruptcy Code (the “Objection™). Unless otherwise stated below, I have knowledge of
the matters set forth herein from my own personal knowledge and from my review of records
and information kept in AFSCME’s ordinary course of business and, if called, could competently
testify to the information provided below.

2. In the ordinary course of business, through my position at AFSCME, 1
have access to over 8,000 of the collective bargaining agreements (including but not limited to
concessionary agreements) to which AFSCME local unions or other iocal affiliates enter into and
submit to AFSCME as is required by the AFSCME Constitution. Depending on the agreements
being negotiated and the requests of the ocal unions, my staff and I at AFSCME have various
degrees of involvement in the local’s collective bargaining process. Furthermore, for purposes
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of future collective bargaining and general data gathering purposes, and as required by the
AFSCME Constitution, AFSCME obtains copies of collective bargaining and other relevant
agreements negotiated by AFSCME locals.

3. Additionaily, AFSCME and its locals in Detroit have historically
negotiated collective bargaining agreements which provide active employees access to, and
employer contributions towards, health benefit plans, and upon their retirement, such employees
continue to access the same benefit plans provided for under the then-applicabie coliective
bargaining agreement. To the extent that a collective bargaining agreement is later renegotiated,
any changes to health benefit plans {(which sometimes recently have resuited in reduced benefits)
apply to both active employees and retirees that participate in such benefit plans. Thus,
AFSCME and its affiliate Michigan Council 25 regularly negotiate concessionary agreements
which directly impact retirees.

4. In this regard, I am familiar with and have specific knowledge regarding
(and, indeed, someone from my staff was directly involved in the negotiation of} a certain
tentative agreement (the “Tentative Agreement™) dated February 1, 2012 between the Cityi and
a “Coalition of City of Detroit [non-uniform] Unions”, including several AFSCME local
bargaining units. Attached hereto as Exhibit A is a copy of the Tentative Agreement.

5. I am further aware that the Tentative Agreement was ratified by the
Detroit coalition of unions but never impiemented. Had such agreement been implemented, the
changes therein regarding health benefits would have directly impacted retiree benefits with
respect to retirees that participated in the City’s heaith plans governed by the Tentative

Agreement.

: Capitalized terms used but not otherwise defined herein shall have the meaning ascribed to such terms in the
Objection.

13-53846-swr Doc 1162 Filed 10/11/13 Entered 10/11/13 15:59:45 Page 2 of 149



6. Indeed, based on projections provided to AFSCME by the City in 2012,
AFSCME understood that the Tentative Agreement would have saved the City approximately
$50 million annually, an amount which included retiree health care changes. Thus, the City has
previously effectively put both active and retiree health care savings on the table for
negotiations, clearly demonstrating the City’s ability to at least negotiate with respect to changes
to benefits for active and retired City employees.

7. 1 attended a July 10, 2013 meeting between the City and various unions
(including AFSCME) and other stakeholders. At that July 10, 2013 meeting, counsel for the City
attempted to invoke what he termed “*Rule 408 confidentiality provisions, and stated that doing
50 was a tool used in every bankruptcy, so it should be invoked that day.

8. Attached hereto as Exhibit B is a copy of the Pitch Presentation given to
the City by the City’s Law Firm dated January 29, 2013.

9. Attached hereto as Exhibit C is a copy of an e-mail dated July 8, 2013
from Bill Nowling in the EM’s office to individuals in the Governor’s office.

10.  Attached hereto as Exhibit D is a copy of an e-mail dated July 9, 2013
from Treasurer Andy Dillon to the Governor and other individuals in the Governor’s office.

11.  Attached hereto as Exhibit E is a copy of an e-mail dated July 17, 2013
from Ken Buckfire regarding the deal reached between the City and its swap counterparties.

1 declare under penality of perjury that the foregoing is true and correct.

Executed on this 11th day of October, 2013 s/ Steven Kreisbere
Steven Kreisberg

3.
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EXHIBIT A
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TENTATIVE AGREEMENT 2-1-2012
LETTER OF UNDERSTANDING (“Agreement”)
BETWEEN
CITY OF DETROIT
AND
THE COALITION OF CITY OF DETROIT UNIONS

The Coalition Employees are the members of the bargaining units who have joined this
Coalition. The Coalition was created to respond to a fiscal crisis in the City of Detroit. The
Coalition is made up of the foliowing unions (evolving list, given as of this date): Michigan
AFSCME Council 25 Non-supervisory unit, Supervisory unit, Forestry and Landscape unit,
Emergency Service Operators (yet the entirety of this Agreement will not apply to this unit, as
outiined below) Amalgamated Transit Unit, Association of City of Detroit Supervisors, L.U.Q.E
— Operating Engineers Local 324, Building & Construction Trades Council, 1.B.E.W. Local 58,
S.A.AA., UAW Local 2211 - PAA, AM.L, Teamsters Local 214, Supervisors Chapter of the
DOT Foreman’s Association, Income Tax Investigators, and SEIU Local 517. This Agreement
excludes the AFSCME units of crossing guards, and Motor City Seasonals.

I. GENERAL PRINCIPLES

A, Caalition Employees And Their Union Contracts

All Coalition Employees work under various collective bargaining agreements of the Coalition
Unions. Except for the specific terms outlined below, the terms of the successor collective
bargaining agreements for all Coalition Unions will be executed concurrently with the execution
of this Agreement and will remain in full force and effect until three years following the
execution of this Agreement. The City will execute successor collective bargaining agreements
with each Coalition Union simultanecusly with execution of this Agreement, and the terms of the
successor bargaining agreements shall be identical to the most recent bargaining agreements,
which are incorporated in full, except as modified below and except as to the following Unions
wherein the successor bargaining agreements are identical to the attached bargaining proposals:
***, The parties acknowledge that these successor bargaining agreements are not extensions of
the previous agrcement, as addressed in MCLA sec. 423.215b. Also, for each Coalition Union,
the terms of the prior bargaining agreement have been in full force and effect up untii the
execution of the new bargaining agreement. All new Coalition Union bargaining agreements

shall remain in full force and effect until three years from the date of the execution of this
Agreement.

The bargaining agreements of the Coalition Unions will be modified as reflected below. Ali
changes below are prospective modifications of all Coalition Union bargaining agreements. In

other words, the below changes do not have any impact on the respective bargaining units prior
to the date of exccution of this Agreement.

For each Union contract of this Coalition, the contract will be renewed and extended year-by-
year, following the termination date, unless either the Union or City provides written notice of a
desire to modify or amend or terminate the Agreement, by or beforc six (6) months before
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contract termination. .If either side provides such notice, the contract wiil extend on a monthly

basis unless terminated upon 30 days written notice by either party. Any changes to this
Agreement shall be agreed to in writing.

The bargaining agreements of the Coalition Unions will be modified as reflected below, Ali
changes below are prospective modifications of all Coalition Union bargaining agreements. In

other words, the below changes do not have any impact on the respective bargaining units prior
to the date of execution of this Agreement.

This Agreement does not apply to cmployees who work within the Detroit Water and Sewage
Department, due to the pending opinion of Judge Sean Cox in case number 77-71100.

B. “Me Too”

1) All concessions described below must apply equally to all City employees,
including public officials (including the mayor, city councilpersons, the city clerk,
and other persons appointed or elected who are employed by the City),
appointees, management, civilians, and exempt and non-exempt employees, with
the exception of Public Safety employees in bargaining units eligible for Act 312
arbitration, who are addressed below, employees in the Detroit of Water and
Sewerage Department, crossing guards, Motor City Seasonals, and employees
working under grants which prohibit the actions taken by this Agreement.
Additionally, Emergency Service Operators and their supervisors (who are
Coalition Employees) will receive parity with public safety employees, as to their
wages, just as in previous bargaining agreements for those units. During the
period for which the Coalition Employees are undergoing wage concessions, no
Non-Coalition management level employee or appointee shall receive merit pay
or step increases (only Coalition Employces receive such). All step or merit pay
increases called for in the White Book, or elsewhere for Non-Coalition
management/supervisory level employees, shall be frozen during the period of
wage concessions for the Coalition Employees. Wage increases due to a bona
fide promotion will not violate this provision, provided the base wage for the new
position has been reduced by ten percent. The same shall apply for new hires. If
any Non-Coalition employee/official receives any concession lower than a
Coalition Employee, then all Coalition Employees will receive the concession
applicable to the Non-Coalition employee/official.

2) Notwithstanding the above, if any Non-Coalition employee/official receives an
increase in any form of compensation (wages or fringe benefits) from December
20, 2011 and throughout the term of this Agreement, then all Coalition Employees
will receive an equivalent amount of an increase in compensation. These “Me
Too” changes will take place immediately.

3) The Union Coalition will have the ability to receive all information, within seven

(7) days of request of such, related to all wages and benefits received by any
cmployee/official (Coalition and Non-Coalition employces alike).
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4) In the event a Non-Coalition Union or non-Union Employce agrees to take
economic concessions which are equivalent economically, but not identical to the

Wage Concession sct forth in this Agreement, such arrangement shali not viclate
this “Me Too” clause.

5) All parties acknowledge that the City of Detroit will assure shared sacrifice from
all employees in fixing the City’s fiscal concerns. At least one week prior to the
ratification of this Agreement but following tentative execution of this
Agreement, the City will share with the Coalition Unions all concessions to which
public safety employecs have agreed, along with all available information
substantiating the value of said concessions for the next three years. This
information shall be shared with the Coalition Union by no later than three days
following agreements being reached with public safety employees. 1If the
Coalition Unions are dissatisfied with the concessions of the public safety
employees or the information provided concerning them, they may withdraw from
any terms of this Agreement at their choosing, and may make alternative
proposals to the City concerning any arca of this Agreement. If the City has not
ratified agreements with the public safety employees by April 1, 2012, the parties
will discuss the consequence of the failure to attain public safety agreements,
since the Coalition Unions will not have ratified by that point.

6) Notwithstanding the above, all City employees (including public safety) shall be
governed by the same healthcare plan designs, options, and costs, as provided for
elsewhere in this Agreement, or else the remedies of this section shall apply. This
provision does not apply (a} if the public safety employees have a health care plan
which is equal to or less in costs, for the public safety group, than the plan
proposed by the Coalition Unions as spelied out below or (b) to the COPS Trust
plan — with the understanding that the participation in the COPS Trust plan is
being frozen at its current participants, or that the plan’s costs and/or benefits are
comparable to the plan of the Coalition Unions. Further, if the Coalition Unions
are dissatisfied with the public safety agreements concerning the COPS Trust
plan, when the Coalition reviews the public safety ratified agreements prior to the

ratification of this Agreement (see paragraph 5 above), then the Coalition may
resort to the remedies outlined above.

7 For bargaining units represented by unions who do not sign on as members of the
Coalition, or sign the agreement as a separate signatory (except with regard to the
employee units excluded from the “Me Too” in Section 1.B.1), the City shall have
until July 1, 2013 to implement wage and benefits concessions at levels and
length similar to that agreed to by the Coalition Unions in this Agreement. If such
changes are not implemented by July I, 2013, the Coalition Employces shall
receive an cconomic adjustment in their wages, at that time, so that the Coalition
Employees will receive no greater concession everthe-life-ef-this-Aarecment than

the non-Coalition Employees. for g fhree year hered

Any of the Coalition Unions shall have the ability to file a grievance for a violation of
this Me Too provision, pursuant to the Disputc Resolution section below. This may be a

3
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joint grievance when filed, or any Coalition Union may join in the grievance, Once a
grievance has been filed concerning this Me Too provision, the City shall have twenty-
one (21) days to review and cure the violation of the Me Too provision, before any
Coalition Employee is entitled to sanctions for violation of such clause.

C. Dispute Resolution

A violation of any provision of this Agreement shall be subject to the following process,
Either the City or a Coalition Union may grieve a violation of this Agreement. The
grievance may be filed jointly on behalf of any or all Unions within the Coalition. There
is no time limit within which to file a grievance concerning the violation of this
Agreement. The grievance shall be addressed as normal in the contractual grievance
steps. The grievance may be filed at the Labor Relations step (i.e., step 4) of the
grievance process, the step immediately prior to the arbitration step. Once the grievance
reaches the step of arbitration, the parties shall first submit the grievance to the JBS
Committee (described in Section 111 below). Both the City and the grieving union(s) may
have additional representatives involved in the grievance discussions. The Committee
shall have its first meeting within 10 days of the grievance being filed, and shall exercise
al reasonable efforts to try to resolve the grievance. As necessary, the Committee may
meet with any City Department Head, Group Executive, Chief Operating Officer, Chief
of Staff, and the Mayor, and those meetings shall take place as soon as possible after
request. The Commiltee shall have 45 days to try to resolve the grievance. If the
grievance is not resolved, it shall be submitted to a neutral arbitrator, pursuant to the
Grievance Procedurc language of the bargaining agreement of the lead Union which filed
the grievance. This arbitration shall be expedited to the fullest extent possible, but by no

means shall the gricvance take longer than six months from the date of filing in order to
have an arbitrator issue histher ruling on the grievance.

If the arbitrator finds a violation of any provision of the Agreement, the arbitrator may
order specific performance (ordering the City or Union to take certain action or refrain
from certain action to comply with the Agreement). Specific performance shall be the
sole remedy for any violation by the City or Union for the commitments made in Section
[1I of this Agreement, “Lean Optimization Commitment and Union Deficit Benchmarks”;
except that if an individual employee suffers a wage loss as a resuit of a violation of
Section IIl, paragraphs 7.g and 10, then the arbitrator may order that the employee be
made whole. In addition, in any grievance arbitration in which a grievance claims a
violation of Section III of this agreement, the arbitrator shall award costs and reasonable
attorneys fees to the prevailing party in such arbitration.  If the arbitrator finds a
violation of the provisions of Section I, “General Principles,” or Section II, “Employee
Concessions,” he/she may award financial and other remedies. The arbitrator’s remedy is
subject to an action to enforce or vacate the arbitration award in Circuit Court. The

parties stipulate that such action to enforce or vacate shall be expedited, and placed
before the court as quickly as possible.

The foregoing provisions do not preempt the rights of an individual employee or
Coalition Union to enforce other provisions of collective bargaining agreements through
the contractual grievance procedures, or pursuant to law.

4

13-53846-swr Doc 1162 Filed 10/11/13 Entered 10/11/13 15:59:45 Pagqﬁ-gﬁéd@segzg



The Union and City shall have the right to request information from the other party, to be
received at least one week prior to the hearing on the arbitration.

The arbitrator shall require the losing party to pay ali arbitration fees and costs, unless
there is a split decision in which case the costs are evenly split between the parties.

II. EMPLOYEE CONCESSIONS

1. Wage Concessions. The Coalition Employees will incur a reduction in wages of len
(10%) of the base. The concessions will be modified or eliminated as spelled out below.
The furlough days being served by the Coalition Employees are terminated. The Wage
Concessions hereby terminate at 11:59 pm on the day prior to the termination date of this
Agreement, or earlier as outlined otherwise in this Agreement.

A. Trigger of Reduction of the City Deficit. If the City general fund achieves a $40
million net surplus for fiscal years 2012, 2013 or 2014, regardless of the overall Fund
Balance Deficit, then Coalition Employee wages will be adjusted upwards by 2.5%
during the next fiscal year starting on the subsequent July 1%, If the City general fund
achieves a $40 million net accumulated surplus over a combination of two or more fiscal
years during the life of this Agreement, regardless of the overall Fund Balance Deficit,
then Coalition Employee wages will be adjusted up by 2.5% during the next fiscal year
on the subsequent July 1*. For any subsequent fiscal year, or combination of fiscal years
during the life of this Agreement, where the City achieves a surplus of an additional $40
million regardless of the overall Fund Balance Deficit, the wages will be adjusted up by
another 2.5%. If the City completely eliminates the Fund Balance Deficit, then wages

will go back to their original levels prior to the 10% reduction, during the foliowing fiscal
year as of July 1*. See examples below.

Example A

Fiscal year 2012 has a surplus of $70 million. Thus, in fiscal year 2013, wages
are increased by 2.5%

Fiscal year 2013 has a surpius of $20 miilion; therefore accumulated surplus of
$90 miliion. Thus, in fiscal year 2014 wages are increased by an additional
2.5%, equating to a total of a 5% increase in wages and leaving 5% in concession,

Example B

Fiscal year 2012 has a surplus of $80 million. Thus, in fiscal year 2013 wages are
increased by 2.5%.

Fiscal year 2013 has a surplus of $120 million and the general fund balance

deficit is eliminated. Thus, in fiscal year 2014 the wages are increased by an
additional 6%.

Example C
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Fiscal year 2012 has a deficit of $50 million. Thus, in fiscal year 2013 there is no
change in the wages.

Fiscal year 2013 has a surplus of $80 million ; therefore Accumuiated Surplus of
330 million deficit over the combination of fiscal years 2012-2013. Yet, due to
the surplus in fiscal year 2013, wages are increased by 2.5%.

A net surplus is defined as the general fund revenues, lcss expenses, in that one fiscal
year, regardless of the overali Fund Balance Deficit at the time, but not including funds
received due to new debt issuance, any one-time surplus resulting from a refinancing
transaction (however, savings beyond the initial one time revenue increase from the
refinance — such as interest rate reduction — will be included in the calculation of the net
surplus addressed in this section), asset sales and any debt principal repayment made
beyond its scheduled date of maturity. With respect to proceeds frorn assct sales, the
parties will negotiate regarding any portion of the proceeds of such sale to be included in
the net surplus. A net accumulated surplus is defined as the general fund revenues, fess
expenses, in that combination of two or more fiscal years, regardiess of the overall Fund
Balance Deficit at the time, but not including funds received due to new debt issuance,
any one-time surplus resulting from a refinancing transaction transaction (however,
savings beyond the initial one time revenue increase from the refinance — such as interest
rate reduction ~ will be included in the calculation of the net surplus addressed in this
section), asset sales any debt principal repayment made beyond its scheduled date of
maturity. With respect to proceeds from asset sales, the parties will negotiate regarding
any portion of the proceeds of such sale to be included in the net surpius. Fund Balance
Deficit means the City’s accumulated deficit in its general fund, which is $196 miilion as
of June 30, 2011. A fiscal year runs from July 1% through June 30" of the following year.

For every year of this Agreement, the City will receive an assessment of the net surplus
in its general fund, and the overall Fund Balance Deficit, by or before January 5® of each
year of this Agreement, for that current fiscal year. This information will be conveyed to

the Coalition Union also by that date. The Coalition Union may have access to ali data
pertinent to such an assessment.

2. Healthcare,

a. The City has indicated that it needs to attain $60 miilion in health care savings
{exciuding the DWSD employees and the Weiler class retirees), annually, either paid by
or subsidized by the general fund, While the Coalition Unions do not bargain concerning
retirees’ healthcare and nothing regarding this Agreement shall be construed as Coalition
involvement in such, —Yet; the Coalition Unions agree to changes in the benefit plan
design for prescription drugs and medical, dental and vision care which will achieve the
active employees’ share of this savings target. If the City includes the COPS Trust
healthcare plan in the package offered to employees, the calculation for the healthcare
savings desired by the City will be reduced by the value of savings to the City’s
healthcare costs by the amount of money which would have been realized in savings had

6
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COPS Trust been excluded. The Coalition Unions shall discuss plan design costs with
healthcare providers. These cost changes shall be applied to all City employees, including
public officials, appointees, management, public safety employees, civilians, and exempt
and non-exempt employees, however, this provision shall not be violated if the City
maintains the COPS Trust plan. Any changes to the above plan design changes will be
agreed upon between the parties. The carriers will include Blue Cross & Blue Shield
PPO, Health Alliance Plan, Total Health Care, Golden Dental, Dent-Cap, Blue Cross &
Blue Shield Dental, Heritage Vision, and Co-op Optical.

b. By or before February 6, 2012, the Coalition Union will report on health care plan
design costs from the carriers and provide the data demonstrating such. 1f the City is not
satisfied that the Coalition Union has demonstrated sufficient savings, then it may seek
review of the Coalition Union’s package by a third party neutral. She will review the
data presented by the Coalition Union, as well as the City’s proposed plan option (Option

3), in order to assess each package and offer recommendations of employee design plan
change ideas to the parties.

¢. The plan design proposed by the Coalition Union members for the duration of this
Agreement is as follows. The changes will be implemented as soon as possible: The City
shall pay no more than 80% of the cost of healthcare, as required by state law in effect at
the time of execution of this Agreement.

Plan Deductible: $250/$500

Insurance maximum: $1000/52000
Office visit/urgent care: §15

Preseription Drug co-pay (purchased through CVS Caremark): $5/515/$30.

[copayment costs of drugs for generic/brand name/formulary}Elimination of Blue
Care Network

Elimination of U.S. Health provider
Emergency Room visit: $75
Hospital visit: no co-pay

Dental contribution: 20%

Vision contributlon: 20%

d. There were Coalition Employees who were under different healthcare plans, prior to
the execution of this Agreement. As of the execution of this Agreement, all Coalition

Employees will receive the same healthcare plan options and plan designs as all other
Coalition Employees.
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e. The City shall engage in all reasonable efforts to explore a relationship with Detroit-
based hospitals to provide healthcare in direct relationship with City employees, as
opposed to going through a health insurance company. The success of said efforts shall

be explored in the Joint Budgetary Savings and Revenue Initiatives Committee meetings
described below.

3. Pension Concessions. The Coalition Employees will agree to the following Pension
Concessions and changes set forth in the attached Exhibit B. These changes are effective
as of February 28, and are applicable prospectively only. For those employees who have
submitted a written application of intent to retire prior to February 28, 2012, those
employees shall not be impacicd by the changes in the pension benefits, and shall receive
pension benefits in effect prior to February 28, 2012. The City represents that it will seek
approval of all retirement benefits by all applicable government agencies, including the
Internal Revenue Service. If any retirement benefit change fails to attain necessary

government agency approval, all other benefits shall remain in effect for the duration of
this Agreement.

4. Early Retirement

The Coalition Employees will agree to the below early out program for employees who
have between 27 and 29 years of service and are any age, employees who have between 7
and 10 years of service and are at least 60 years old, and employees with between 22 and
25 years of service and intend to retire with the Actuarially Reduced 25 Year Option of
the Retirement Plan: The City will offer such Coalition Employees the ability to retire
three (3) years earlier than otherwise eligible under the contract, with bencfits, for
employees who have more than [1,000] hours of banked time (i.e., sick time, furlough,
vacation or compensatory time) and who relinquish all of their banked time. The City
will offer Coalition Employees to retire two years earlier than otherwise eligible under
the contract, with benefits, for employees who have between [500] and [1,000] hours of
banked time, and who relinquish a maximum of 1000 of banked time. The City will offer
Coalition Employees to retire one (1) year earlier than otherwise eligible under the
contract, with benefits, for employees who have less than {500] hours of banked time,
and who relinquish a maximum of 500 hours of banked time. The utilization of banked
time, for purposes of the calculation, begins with sick time.

Employces may purchase service time, to retire early, using their annuity. The City will
provide data on the cost of the service time to be purchased by April 1, 2012.

The City will widely advertise the early out program to its employees. The open period
for employees to initially apply for the early retirement option shall be no less than 21
days. Upon voluntary retirement, employees will be expected to sign a separation
agreement and waiver and release of claims (the terms of which shall be agreed upon by
the City and Coalition Unions), and the City will comply with all applicable federal and
state laws, and regulations, concerning this early out program,
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The City will facilitate quick meetings and exit interviews with employees who seek to
retire in conformity with this Agreement.

Coalition Employees who are veterans shall have the ability to purchase service time, at
the actuarially determines service cost, for all active duty military service.

III. LEAN OPTIMIZATION COMMITMENT AND
UNION DEFICIT BENCHMARKS

A. General Principles Of Lean Optimization

During the 2011 negotiations, the parties discussed the role of the labor management cooperation
and collaboration in providing more efficient delivery of services to the people of Detroit. The
parties recognize that the efficient delivery of service to the public should be mindful of the cost
effectiveness, qualily of delivery, accountability and public interest. The parties agree that all

stakeholders must work together in an open dialogue mannet to achieve best in class public
service.

The parties agreed to approach the issue jointly with the goal of facilitating the development of
positive programs relative to the effective use of resources. Such effective use of resources may
include self-directed work teams or other empowerment initiatives as agreed by the parties to
provide front line workers with the support needed to cffectively perform their jobs.

The partics rccognize that Lean Optimization can be a valuable tool in achieving the effective
use of resources. Lean Optimization has the simple goal of helping city government work better
for both its customers and its employees. Lean practices rely on joint participation between

employees and management at all levels within the City. World class service cannot occur
without such employee involvement.

The Mayor and all levels of his administration, and City Council, agree that the below Deficit
Benchmarks and all other aspects of this Agreement are among the necessary tools that must be
pursucd in order to have the City attain financial siability. By executing this Agreement, they
agrec to comply with these Deficit Benchmarks and all other aspects of this Agreement.

For the below Committees, coordinated training for the Coalition Unions and the City will take
place within (30) days after ratification of this Agreement.

B. Commitiee Creation

1. Joint Budgetary Savings and Revenue Initiatives Committee - Within twenty (20) days
after the effective date of this Agreement, a Joint Budgetary Savings and Revenue Initjatives

Committee (“JBS Committec™) will be established to explore innovative initiatives to deliver
better customer service and pursue better value from those who deliver the services. The parties
agree to meet on a monthly basis, and shall be responsible for reporting their progress to the City
Administration’s Chief Operations Officer and the Coalition Unions. The City Representatives
to this Committee shall be decided by the City’s Director of Labor Relations and the Chief
Operating Officer, and the Coalition Unions may elect up to 6 representatives to be on this
Committee, and the City shall have 6 representatives appointed to such Commitice.

9
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Representatives from the Departments may participate as needed. The Committee will
determine the meeting schedule and agenda. The parties agree on the value of utilizing outside
independent facilitators trained in business lean practices and wili explore funding alternatives to
engage mutually agreed upon lean consultants. The any member of the Committee shall have
access to all information pertinent to the performance of their duties, from either the

Administration or the City Council. Upon request, the information shail be conveyed within
seven days of request.

The Committee’s responsibility shall also be to monitor the achievement of the Union Deficit

Benchmarks spelled out in Section Il below, and otherwise to assure compliance with this
Agreement.

2. Joint Healthcare Committee - Healthcare Cost Containment. During the 2011
negotiations, the parties discussed the mutual goal of designing and implementing healthcare
plans, including anciliary plans, that effectively manage costs and that work to keep members
healthy. The Coalition Unions may elect up to 6 representatives 1o be on this Committee, and
the City shall have 6 representatives appointed to such Committee, within 30 days of exccution
of this Agreement. The Committee will be jointly chaired by the designee of the City and
Coalition Unions. To that end, the City and the Coalition Unions will convene a Joint Healthcare
Commiltee (the “Committee”) whose charges will include, but not be limited to:

a. Analysis of current plan performance identifying opportunities for improvement;

b. Investigate potential savings opportunities from re-contracting pharmacy or other
carrier contracts;

c. Review the current specialty pharmacy program and identify best-in-class
specialty programs to use as a benchmark;

d. Analyze current HMO plans to determine if they are a cost-effective means of
providing high quality heaithcare;

e. Investigate impact on cutcomes and costs of Value Based Benefit Designs;

f. Identify opportunities for cost-containment programs and carve out programs;

g. Investigate opportunities to save costs by modifying or otherwise limiting
medical, professional and pharmacy networks;

h. Review current chronic care management programs o determine effectiveness as
well as ongoing member compliance;

i Investigate workplace health and wellness programs and make recommendations
with the goal of educating and motivating employees toward improved health and
well-being;
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je Make recommendations to increase voluntary participation in health and wellness
screenings and benefits included in current health plans;

k. Identify educational opportunities relative to facility and professional provider
quality data, as well as designated centers of excellence.

As mutually agreed by the parties, independent subject matter experts and consultants
may be called upon to assist the Committee in carrying out their charges.

Monthly meetings of the Committee shall be scheduled with the first being held no later
than 45 days following the effective date of the Agreement.

3. Contracting Qut Committee — In order to attain the 10% reduction from third party
contractors (discussed in benchmarks below) and otherwise attain savings and efficient practices
in privatization, representatives of the City Administration and Union Coalition will form a
Contracting Out Committee (“Committee”), with six persons from each group. The Committee
will review all contracts with third party persons or entities, that are paid in some part directly, or
indirectly, from the general fund. The Committee will oversee the process of the 10% reduction
in the gross contract value being asked of all contractors. The Committee will also make
recommendations to the Administration on ways to attain efficiencies and savings in the contract
procurement process. In making their assessment, the Contracting Committee may:

= schedule meetings with the contractor and bidders, to discuss the price being

offered for the goods/service;

* review current and proposed contracts for compliance with the Privatization
Ordinance;

. Seck evaluvation of the contracts by an outside expert mutually agreed (o by the
City and the Coalition Unions;

. rccommend termination of the contract in conformity with its terms and seeking
alternative sources of supply for the services;
. Study and consideration of a plan for the work being performed by City

employees rather than outside contractors where an objective, demonstrable cost
savings can be established.

The Committee will also review contracts which are paid with dollars from the City’s enterprise
funds, and recommend similar adjustments to such contracts to the heads of those Departments.

The Committee will have access to all data surrounding the contracts of general and enterprise
funds.

The Committee will also explore potential savings with insourcing work that is currently being
done by a contractor. The Committee will look at objective, and demonstrable savings to be
realized by having city employees perform work that contractors now perform. ln-sourcing

analysis may include the retention of an outside consultant, who shall be mutually acceptable to
both the City and the Union Coalition.

11
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The Committee will meet once per month, the first meeting being 10 days following execution of
this Agreement, and will report to the City Chief Operating Officer and the Union Coalition chief
spokesperson. Their reports will inciude all of the above information.

C. Deficit Benchmarks

1. 125k Plan. The City will implement a Section 125 Plan for flexible spending accounts,
dependent care accounts, and medical contribution pre-tax accounts. This plan will permit
employees to contribute to these accounts, pre-tax. 1t will begin April 1, 2012, The provider

of this plan will be Colonial Life, assuming that the package offered by Colonial is deemed
reasonable by both parties.

2, Reducing Contractor Costs. The City acknowledges that cost reduction efforts should
not be limited to employee concessions in wages and benefits. The City will aggressively
seek a fen percent (10%) reduction in the gross value of each and every contract the City
has with a contractor. Contractor is defined as any person or entity which receives
payment from the City’s general fund directly or indirectly (i.e., an enterprise fund which
is subsidized by the general fund), and includes contracts let through a City agency (i.e.,
Detroit Building Department), but excluding contracts let to the federal government.

All City Contractors will be told that they have until February 15, 2012 to indicate that

their contract can be amended to provide for a 10% reduction in the gross value of the
confract,

By February 15, 2012 or one week foliowing ratification, whichever date is the latter,
each City Department using Contractors will prepare a written summary of all
Contractors that it utilizes. The list will indicate for each Contractor: the name of the
Contractor and the contact person, the value of the contract, the services provided by the
contract, the gross amount of invoices submitted by the Contractor within the 2011
calendar year, the total paid to the Contractor within the 2011 calendar year, whether or
not the Contractor has been asked for a 10% reduction, and the response of the
Contractor. The information shall be forwarded to the Union Coalition.

For all Contractors who agree to a 10% reduction in the gross value of the contract, then
the City (including the Purchasing Director and City Council) shall immediately modify
the contract and adjust the payments to the Contractor accordingly. For those Contractors
who either fail to respond, or respond by agreeing to no reduction or a reduction of less
than 10%, upon recommendation of the Committee, the Purchasing Director shall
promptly send out the previous request for proposal with scopc of services to other

persons/entities who the Purchasing Director or the Committee feel may be able to
replace the current Contractor,

The Committee will oversee the Purchasing Director’s submission of the scope of
services and request for proposals to other Contractors, which will take place within two
weeks of the Contractor’s response, or at the latest by February 24, 2012. The bids are
due within thirty (30) days, and the bid price sought should be at 10% less than the
current Contractor’s cost. The Committee will review the bids once submitted and assess
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whether the work could be done; or goeds can be offered, by any of the bidders for less
than the current contractor’s cost.

The City and Committee will utilize the services of at least one cxpert in contract
procurement to assist with this evaluation. If the Purchasing Director determines that the
work/goods can be offered by another bidder for less than the current Contractor, then the
Purchasing Director will terminate the current Contractor’s contract, as permitted by law,
and initiate the process for securing the contract with the bidder. The Contracting
Committee may review the decision of the Purchasing Director, and will have access to
all data pertinent to the decision of the Purchasing Director. If any member on the
Committee disagrees with the Purchasing Director’s decision about whether a bidder
should replace the current contractor, then the neutral expert in contract procurement, that
the Committee had previousty designated to hear such disputes, will make the final

determination, after having access to all data pertinent to the current contract and bidders
on the contract.

3. Elimination of Daily Overtime. The City will eliminate payment of daily overtime for
all City employees, except as required by state or federal law or regulation.

4, Elimination of 35 Hour Work Week. The City will climinate the 35 hour work week
for all City employees, cxcept as required by state or federal law or regulation.

5. Quarterly Review of Financials. The City wiil conduct a quarterly financial review
meeting 10 which a representative of the Union Coalition will be invited. Each
Department Head (or designee) shall appear at the meeting to review all actual
expenditurcs of his/her Department. The Department must demonstrate the amount of all
actual expenditures and how actual expenditures track the budgeted spending allotments.
1f the Department is spending more than allotted, at that point in time, it shall adjust its
spending accordingly or seek an amendment of the overall budget, with good cause. The

Union Coalition may request pertinent financial information to assist in the departmental
financial review.

6. Efforts for Increascd Revenue Collection.

The City and the Union Coalition believe that there are serious opportunities for the
collection of increased revenue as a vital component in meeting the City’s fiscal crisis.
Accordingly, the following revenue collection measures will be implemented and
supported by the City, the Coalition Unions, and Coalition Employees.

a. Beginning on or before the date of execution of this Agreement, the City will
widely advertise an amnesty plan for past due taxes (income taxes, personal
property taxes, corporate taxes, property taxes which have not been transferred to
Wayne County via revolving fund arrangement), parking tickets, tickets for
ordinance, and other outstanding debts. The debtors will be told that they may
enter into a payment plan, and if they pay or begin a payment plan between March
15, 2012 through May 15, 2012, the debtors will be relieved of payment of the
accrued penalties. Following the end of the amnesty period, the Administration
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shall provide to the Union Coalition all data related to the amount of the
outstanding debts and the amount of money collected in the ammnesty period.

b. The City shall engage in all reasonable efforts to have state law changed/clarified
to require all Employers of City residents to withhold City income taxes via
payroll deduction, require Employers within the City to withhold City income
taxes via payroll deduction, and to require all Employers to transmit the City
withheld income taxes electronically to the City, automatically. Also, the City
shall seek all necessary changes in state law to grant it more ability to utilize

parking boots on automobiles where owners have past due parking tickets, The
Union Coalition will assist in this regard.

c. As soon as approved by City Council, but certainly no later than February 15,
2012, the Administration and City Council shall increase the corporate tax rate to
2.0% for all applicable entities in the City. This tax rate shall remain at 2.0% for
the duration of this threc-year Agreement, and certainly as long as Union
Coalition members are incurring Wage Concessions.

d. The City shall continue to take electronic payment for property taxes and will
investigate additional areas to set up electronic payments.

e. The City will engage all reasonable efforts to streamline, and make more efficient
and effective, the process and bureaucracy for the use of City services which
concem the payment of fees or monies by the public.

f. The City will continue to actively engage the State of Michigan in seeking a

change in state law to permit taxes on non-resident wagering. The Union
Coalition will assist in this regard.

g. Within thirty (30) days of the execution of this Agrcement, the JBS Comumnittee
will implement and oversec an operational plan for the trial hire of additional
employees directly involved in collection of debts owed to the City. The Union
Coalition suggested operational plan staffing is outlined below. The JBS
Committee will review the below plan and a majority of the Committee may
make alterations in the plan. Subject to JBS Committee alteration, thefollowing
number of employees will be hired,as soon as they can be successfully recruited
by the City, in the following classifications:

i. 10 - Income Tax lnvestigator
i. 10 — Office Assistant II

iii. 10 ~ Senior Clerks

iv, 10 - lawyers

V. 8 - legal secretaries
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vi. 7 - legal assistants

‘vii. 3 - Parking Meter Collection Assistants
viii. 3 - Meter Repairmen

Xi. 15 — Parking Enforccment Officers

X. 10 — Building Inspectors

Any employees hired for this project shall be hired as temporary employees for a
petiod of up to six (6) months. During the period of temporary employment, the
employees will receive the salary levels as outlined in the relevant Union Contract
and have union representational rights, but will not be eligible for accrued time
contractual benefits; will not have seniority accrual rights or healthcare. If the
employee hired under this plan, collectively, result in revenue being brought in
and collected to the City, in an amount 1.5 times greater than what is paid to the
entire group of employees in wages, then the entire group of employees will
receive all applicable contract benefits and become a full time, permanent

employee. The assessment of the employees’ revenue brought to the City will be
measured by the last five months of the six month period.

The trial period concludes at the end of the six months. If, following the trial
period, the trial plan did not result in the entire group bringing in revenue at least
as much as 1.5 times the cost of the wages of the employees in the trial plan, the
City shall have the right to discontinue the program and such action will not be

opposed by the Union Coalition, except to challenge the finding that the above
metric was not met.

During this six month trial period, no employees in the above classifications and

in the departments and divisions of the operational plan, shall be laid off by the
City.

h. The City’s efforts in collecting outstanding revenue, such as past due debts, may
also include the hiring of an outside revenue consultant. Should a consultant be

hired, he/she shall be agreed upon mutally by the City and designee(s) of the
Coalition Unions.

7. Removing City-Owned Residential Parcels and Vacant Lots From Tax Roles. The
City will use its best efforts to have City-owned residential parcels and vacant lots
purchased by private owners. The City represents to the Union Coalition, however, that
the vast majority of the residential parcels are not in desirable areas and/or may not be
habitable, and that there is currently little demand for the purchase of vacant lots.

8. Re-Negotiate and Consolidate Leases. The City shall continue its current efforts to
renegotiate its leased property with its landlords, and attain a reduction in the price of all
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rent paid. The City shall also continue its current efforts to consolidate its office with the
objective that it is not spending money on leased space unnecessarily. The City
anticipates having a plan in place in January 2012 with the objective of saving the City
approximately $1.8 million over the next one 1o two years.

9. Supervisory Ratios. In furthcrance of principles of Lean Optimization, the City will
evaluate appropriate supervisory/hourly employee ratios in each department or operation.
Within thirty (30) days after the execution of this Agreement, the JBS Committee shail
provide the City a list of identified departments/operations where it believes an
evaluation of supervisory/hourly employee ratios should be performed, and a reduction in
the supervisory workforce shall take place. The City shall engage in all reasonable
efforts to implement a plan by or before July 1,2012.

10.  Taxes on Non-Resident Wagering. The City shall engage all reasonable efforts to have

state law changed to permit taxes on non-resident wagering. The Union Coalition will
assist in this regard.

11.  Reduction of Expenses. No City employee or public official will be permitted to utilize

City equipment for personal use, unless required by law or by contract. This includes
City vehicles.
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EXHIBIT B
PENSION CONCESSIONS

I. Reduction of Multiplier. Effective upon settlement, reduce multiplier to 1.5, per year,
for all years of credited service accrued by non-vested Union members after the
execution of this Agreement.

2, Defined Contribution Plan for New Hires. All bargaining unit members hired into the
City after July 1, 2012, herein will not accrue any benefits under the present defined

benefit plan between the partics. Rather, they will receive benefits only pursuant to the
defined contribution plan described below:

Employce Contribution Account

a. Basic Employer Contributions. The employer shall contribute an amount equal

to five (5%) percent of the participant’s base salary to each participant’s employer
contribution account each pay period.

b. For members on duty disability, the amount contributed shall be equal to five
(5%) percent of the participant’s base salary on the date of disability.

c. Employee Contribution. The employee shall contribute an amount equal to five
(5%) percent of the participant’s base salary to each participant’s employee
contribution account each pay period.

d. Employee contributions shali be made on a pre-tax basis subject to the approval
of the Internal Revenue Service.

Periods of Absence Due to Non-Duty Disability. Employees on non-duty disability are
no longer active participants in the Plan and may not receive employer contributions or
make employee contributions.

Vesting. All account balances are subject to the following vesting schedule:

. Em}aloyee Contribution Account. A participant shall aiways be one hundred 4
(100%) percent vested in such participant’s employee contribution account.

b. Employer Contribution Account. A participant shail be vested in the balance of
such participant’s employer contribution account as follows:

Years of Service Percentage Vested
5 or more 100%]

3 Effective upon settlement, distributions to Participant Annuity Accounts may

not ¢xceed actual earnings by the Fund, but shall neither be greater than the
assumed rate of return for the plan year, nor less than zero.

18
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Participant annuity accounts shall be ratably adjusted, not less frequently than once a year
based upon actual returns experienced by the retirement system during the fiscal year
preceding the crediting date, provided that such return shail neither be greater than the
assumed rate of return as is expressed in the Plan’s valuation for that year, nor less than
zero. Any final distribution of the account balance to a participant or beneficiary shall be
delayed unti} the final adjustment has been made,

Other than as provided above, bargaining unit members shali not be entitled to any assets,
including but not limited to, interest, dividends, or other income of any kind derived from
the investments of the retirement system, gifis and bequests received by the retirement
system, and all other assets of the retirement system, which shall be used exclusively to

fund pension payments on the basis of service performed, disability benefits and death
benefits as provided herein.

4. Limitation on Unused Accumulated Sick Leave Inclusion in Final Average
Compensation.

a. Any employee with more than 240 hours of unused accumulated sick leave as
of the date of ratification of this Agreement may have all such hours included in the
employee’s final average compensation (“FAC”) upon the employee’s retirement (unless
such hours are subsequently used by the employee for sick time). Any additional unused,
accumulated sick leave earncd by the employee afier the date of ratification of this
Agreement may not be included in the employee’s FAC upon retirement,

Employees with more than 240 hours of sick time may elect to contribute the full value of
all sick time above 240 hours to the employee’s participant annuity account. This option
is exercised as opposed to the employee receiving a cash payment for the sick time. This

sick time contributed to the annuity shall not be withdrawn by the employce, prior to
timely distribution upon retirement.

b. Any employee with 240 or less hours of unused, accumulated sick leave as of
the date of ratification of this Agreement, and all new City hires after the date of
execution of this Agreement, may accumulate a maximum of 240 hours of unused,
accumulated sick leave that may be used in determining their FAC upon retirement.

c¢. If an employee who had more than 240 hours of unused, accumulated sick
leave as of the date of ratification of this Agreement, subsequently uses sick leave and

falls below the 240 hour levei at any time, s/he shall be subject to the maximum 240 hour
cap set forth above in determining their FAC upon retirement.

b
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TENTATIVE AGREEMENT 2-1-2012
LETTER OF UNDERSTANDING (“Agreement”)
BETWEEN
CITY OF DETROIT
AND
THE COALITION OF CITY OF DETROIT UNIONS CONCERNING RETIREE
HEALTHCARE

It is hereby agreed between the parties that the Coalition Unions waive their right to grieve and
arbitrate, participate as a party or sponsor legal action brought by retirees concerning the changes

i ir health care which may arise in 2012. ' W
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TENTATIVE AGREEMENT TO EXTEND AND MODIFY
COLLECTIVE BARGAINING AGREEMENT

This Tentative Agreement (*TA™) is cntered this 'T'_L\day of !‘:"L'_‘:? , 2012, by

and between the City of Detroit (“City”) and the Detroit Police Command Officers Association
(*Union™).

In order to address the City's current fiscal crisis, the City of Detroit (“City”) and the
Detroit Police Command Officers Association (“Union”) hereby agree on the following terms for
a new collective bargaining agreement. Unless otherwise stated herein, the provisions of the
expired 2004-2009 collective bargaining agreement shall be incorporated into the new
Agreement. The Union’s acceptance of this TA 1o extend and modify collective bargaining
agreement enumerated below is conditioned upoen agreement and execution by the Treasurer of

the State of Michigan and/or his agent. Upon execution the DPCOA shall submit the TA below
for membership ratification.

1. Terms of Agreement. The new collective bargaining agreement shall be effective
from the expiration date of the prior collective bargaining agreement between the
parties and shall continue in full force and effect through June 30, 2015.

2. Wages. There shall be no changes in wages after the term of the current
agreement and through June 30, 2015. The City agrees to open up wage
discussions at the end of the term of this agreement. The applicable law will apply
to the negotiation of a subsequent collective bargaining agreement.

3. Performance Bonus. Members shall be entitled ‘1o receive an annual bonus
calculated as 20% of the annuwal savings achicved as a result of the
implementation of item #6 of this agreement.

4. Suspension _of Educational Reimbursement. The provisions of Article 34,
“Educational Reimbursement,” of the new Agreement shall be suspended until
July 1, 2015.

5. Holiday Pay. Article 27 “Holidays,” shall be modified in the new Agreement to
provide that of the twenty-four (24) hours of compensation paid to members who
work on contractual holidays, twelve (12) hours will be paid as cash, and twelve
(12) hours will be credited as compensatory leave time o the member’s leave

bank.

6. Bonus Vacation Davs. Bonus vacation days of Union members that are not
utilized during the fiscal year wil! be banked and paid st the rate of pay and rank
at time of banking

7. Early Retirement. An Early Retirement Incentive Program (“ERIP”) will be

offered to a limited number of officers in the Deparument and the participation
will be based on seniority. The total maximum number of early retirements will

be 150, to be allocated 1o members of the DPOA (76%), the DPLSA (23%) and
the DPCOA (1%).
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Employees will be eligible to participate in the ERIP if they (a) are three (3) years
or less away from completing 25 years of service, and (b) have sufficient banked
time to purchase the remaining service time. Officers participating in the program
will retire immediately using their years of service and banked time to get to 20
years of service and their pension will be calculated based on 20 years of service.
All banked time will be relinquished in exchange for retirement service credit.

The City will offer members with between 22 and 25 years of service the ability
to early retire as follows: The City will offer such members the ability to retire
three (3) years earlier than otherwise eligible under the contract, with benefits to
the extent otherwise eligible, for employees who have more than [1,000] hours of
banked time (i.e. sick time, furlough, vacation or compensatory time), and who
relinquish all of their banked time. The City will offer members to retire two (2)
years earlier than otherwise cligible under the contract, with benefits to the extent
otherwise eligible, for employees who have at least {500] or more hours of banked
time, and who relinquish all of their banked time. The City will offer members to
retire one (1) year earlier than otherwise eligible under the contract, with benefits
10 the extent otherwise eligible, for employees who have less than {500] hours of
banked time, and who relinquish all of their banked time. The utilization of
banked time, for purposes of the calculation, begins with sick time.

8. Attrition and Members [ eaving Through Early Retirement. The Union agrees
that it will not grieve or otherwise challenge any decision by the City not to
replace members leaving the Department between July 1, 2011 and June 30, 2012,
and the elimination of such positions from the 2012-2013 budget. Nothing in this

provision shall be interpreted as limiting the right of the City to eliminate
positions thereafter.

9. Elimination of Merit Pay. Members will no longer receive annual merit
payments.

10.  Separation Payments (not_including DROP). Al provisions of the collective
bargaining agreement relating to separation payments shall be modified to provide
that, for future separation payments to members who were already eligible to
retire as of the effective date of this TA, a member wiil have the option of
receiving (a) a lump sum payment ninety (90) days after separation, or (b) semi-
annual installments for a period of three (3) years after separation, with no interest
uniess payment is not made on the date it is due. This option shall not be available
to members in the ERIP established as part of this TA.

11.  Payment of accumulated banked time upon election te participate in the D.R.O.P.

The provisions of Articie 42, “Retirement ‘DROP’ Plan,” of the collective

bargaining agreement shall be modified in accordance with the Memorandum of

Understanding attached hereto as Exhibit B.

12.  Use of Furlough. Article 30 shall be modified to provide as foliows: A member
shall be able to use furlough time in daily or one week increments as long as their
command/assignment is adequately staffed and as long as their absence does not
compromise the daily operation of that command. Additionally, the furlough
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must be used within the furlough period or there must be permission from the

Chief of Police to carry over a furlough to next furlough period. All furlough
must be exhausted before separation from the Department.

13.  Promotions. Article 49 shall be modified as follows: The member must have a
minimum of three (3) years in the rank of Lieutenant to be eligible to be promoted
to the rank of Inspector. Additionally, any member promoted to the rank of
Inspector must have attained a Bachelor's Degree to be eligible for consideration
to the rank of Commander. Any member currently holding the rank of
Commander who docs not have a Bachelor's Degree shall be grandfathered in that
rank. All other members will be required to have a minimum of a Bachelor's

Degree to be eligible for consideration for promotion to the rank of Commander
or above.

14.  Promotions — Disciplinary History. Article 49 shall be modified to provide as
follows: A member will not be eligible to be considered for promotion to the rank
of Inspector or above, if hc or she has a significant disciplinary history within the
previous five (5) years. The following would be grounds for disqualification for
promotion to Inspector or above: (a) having a conviction of a felony or
misdemeanor under the laws of any jurisdiction; (b) being on the third step of
attendance control; (c) being under a last chance agreement for any reason; (d)
having been disciplined for a violation of substance abuse, and (¢) harassment or

violence in the workplace in the three years preceding the anticipated date of
promotion.

15. Medical, Dental and Vision Benefits for Employees. COPS Trust can maintain its

current design. The City's maximum contribution for any health plan shall be
80% of the Option 1 Plan offered by BCBSMI/CVS Caremark (Exhibit A).

Initial rates for the BCBSMI/CVS Caremark Option 1 shall be maintained in full
force and effect from March 1%, 2012 1o June 30®, 2013. These rates may not be

implemented until there has been an Open Enroliment afier reasonable notice to
employees.

The mutually agreed upon methodology establishing illustrative rates on

BCBSMYCVS Caremark Option base plan are attached hereto and marked as
Exhibit D.

16.  Spousal Medical Coverage. The City will provide coverage for working spouses
eligible for insurance coverage through their employer, only under the COPS
Trust Plan and subject to the cost sharing arrangement set forth under Item 15.

17.  Pension Benefits. Articie 41, “Pension Provisions,” shall be modified in
accordance with the following provisions:

a. Eliminator of Escalator. Pensicn benefits earned based on service

rendered after the date of settlement would no longer receive a 2.25% per
annum escalation.
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b. Reduction_of Muitiplier. Reduce multiplier from 2.5% to 2.1% for the
first 25 years of credited service accrued by Association members after the

date of settlement. The multiplier would remain at 2.1% for the 26"
through 35" years.

c. Defined Contribution Plan for all Bargaining Unit Members. All
bargaining unit members hired into the Department after June 30, 2012
shall not accrue any further benefits under the present defined benefit plan
between the parties. Rather, they will receive benefits only pursuant to the
defined contribution plan described below:

Employee Contribution Account

L Basic Employer Contributions. The City shall contribute an
amount equal 10 10% of the participant’s base salary to each
participant’s employer contribution account each pay period.

it. For Members On Duty Disability, the amount contributed shall be
equal to 10% of the participant’s base salary on the date of
disability, or 25 years of credited service, which includes time
spent on duty disability. On July 1% each year, the amount
contributed shall be increased by adding an additional 2.25% to the
initial base salary amount at the time the duty disability began.
The amount contributed shall be the product of 10% of both the
initial base salary and these yearly increments.

ii. Employee Contribution. The employee shall contribute an amount
equal to 5% of the participant’s base salary to each participant's
employee contribution account each pay period.

iv.  Employee contributions shall be made on a pre-tax basis subject to
the approval of the Internal Revenue Service.

Periods of Absence due to Non-Duty Disability. Employees on non-duty
disability are no longer active participants in the Plan and may not receive
employer contributions or make employee contributions.

Vesting. All account balances are subject to the following vesting
schedule:

i Empioyee Contribution Account. A participant shall ailways be
100% vested in such participant’s employee contribution account.

il. Emplover Contribution Account. A participant shali be vested in

the balance of such participant’s employer contribution account as
follows:

Years of Service Percentage Vested
5 or more 100%
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d. Police and Fire Pension Board Composition. The Mayor of the City of
Detroit may appoint an additional Trustee(s) as necessary to maintain an
equal number of participant Trustees and non-participant Trustecs on the
Board as awarded in the matter of City of Deitrvit —and- Detroit Police
Command Officers Association, Case No. D07 K-i456.

18.  State Review of Collective Bargaining Agreement. If, during the term of this TA
a consent decree is entered into pursuant to the State Financial Authority
Recovery Plan and/or Continuing Operations Plan pursuant to the Local
Government and Schoo! District Accountability Act, Act Number 4, Public Acts
of 2011, MCL 141, 1501 et.seq. the terms of the coliective bargaining agreement
extended herein and this TA shall be maintained in whole and cannot be
terminated, modified and/or changed whatsoever during its terms for any reason
except by mutual agreement between the parties. This provision applies and
covers a consent decree Recovery Plan and/or Continuing Operations Plan and/or
any Plan, however titled and by whatever description. In the event the paragraph
herein is breached the contractual modification agreed to in this TA shall

antomatically revert back to the language that existed prior to this extension and
modification agreement.

19.  Grevances. A violation of any provision of this TA shall be subject to the CBA's
grievance/arbitration procedure (Articles 7 and 8 et. al.) with the exception of
paragraph 8.

20.  More Favorable BFFA Wage, Healthcare or Pension Provisions. In the event that
the wage, healthcare or pension provisions of any agreement reached with the
DFFA to extend and modify their current collective bargaining agreement with
the City are more favorable than those stated in this agreement, the terms of this

TA, the terms of this TA shall be modified to incorporate the more favorable
provisions.

CW‘\T W!’F DETROIT POLICE COMM QOFFICERS
By: |\ e ’
CoO
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EXHIBIT A

OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

PPQ Plan, HAP/BCN plan(s), THC plan In-Network Qut.of-Network **
Participant Premium Contribution 20% for all plans 20% for all plans
Plan Deductible $250/$500 $500/$1000
Co-insurance % 20% 40%
Co-insurance maximum (OOP Max) $1,000/82,000 $2,000/$4/000
Office visit g1s5 Subject to deductible
and coinsurance
Urgent care co-pay $15 Subject to deductible
and coinsurance
Emergency room $75 $75
Hospital co-pay 10 50
Rx Drug Plan
Co-pay (retail, mail 2x for 90 day supply) $5/$15/530
Mandatory mail After 34 days
Mandatory generic Required
Traditional generic - step therapy Required
Exclusion of lifestyle drugs Reguired
COPS Trust
Deductible $175/$350
Coinsurance % 10%
Co-insurance maximum (OOP Max) $825/81650
Office visit/Urgent Care co-pay 510
Emergency Room co-pay 575
Hospital co-pay $0
COPS Trust Rx Drug Plan
Co-pay (retail, mail 2x for 90 day supply) $5/815
Mandatory mail N/A
Mandatory generic N/A
Traditional generic — step therapy N/A
Exclusion of lifestyle drugs N/A
Other Changes
Participants contribule 20% for dental and vision
coverage
Participants may choose any dental benefit currently in
force with the City of Detroit including COPS Trust.
Pasticipants may choose any vision benefit currently in
force with the City of Detroit including COPS Trust.
Co-op Optical eliminated
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EXHIBIT A
OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Vision Plans

BCBSM VSP Plan | Heritage Vision COPS Trust -Spectera

Eye Exam Covered Covered Covered

Frame Allowance $715* $100* Up to $130*

Eye Glass Lenses Covered Covered Prism & Oversized Not
Covered

Contacts in lieu of 5175 $90 Upto $210

Glasses

Progressive Myopia Up to Age 19* UptoAge 19* Not Covered

Dependents Upto 19 Covered* Up to 19 Covered* Up to 19 Covered*

Adult Dependents Not Covered Not Covered Covered*

*some restrictions apply
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OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Initial Dental Rates to 6/30/2013

BCBSM Dental ($1,000 Orthodontia)
BCBSM Dental ($3,000 Orthodontia)
Golden Dental

DenCap

COPS Trust Dental

Initial Vision Rates to 6/30/2013

Heritage Optical
BCBSM -VSP Vision
Spectera Optical
COPS Trust Vision

Initial Medical Rates to 6/30/2013

BCBSM Option 1
Single
2 Person
Family

Total Health Care Option 1
Single
2 Person
Family

Blue Care Network Option 1
Single
2 Person
Family

COPS Trust
Single
2 Person
Family

00014193110001\1320201

EXHIBIT A

Rates

$ 3.28 per pay period
$ 15.95 per pay period
$ 2.77 per pay period
$ 2.77 per pay period
$ 3.28 per pay period

$ 0.54 per pay period
$ 2.19 per pay period
$ 0.54 per pay period
$ 0.54 per pay period

$ 43.25 per pay period
$ 90.74 per pay period
$ 101.48 per pay period

$ 32.81 per pay period
$ 67.95 per pay period
$ 88.59 per pay period

$ 43.72 per pay period
$ 97.94 per pay period
$ 110.18 per pay period

$ 50.98 per pay period
$ 106.24 per pay period
$ 125.54 per pay period
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EXHIBIT A
OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Hospitalization Plan Design Changes — Effective April 17, 2012:
(Items A&B helow apply to all plans with the exception of COPS Trust)

A.  Mandatory Use of Generic Drugs. Generic drugs required unless pre-determined that
brand name drug is medically required or a generic equivalent is not available. I brand
drug requested but not medically required or generic is available, employee, retiree, or
covered dependent must pay the applicable brand name co-pay amount plus the difference
between the cost of the generic drug and brand name drug, even if dispense as written

(DAW) is wnitten on the prescription. Appeal procedure for any dispute is available under
applicable healthcare plan.

B. Limitation on Prescription Drugs. City will not pay for fenility or impotence

prescription drugs under the City’s prescription drug programs. This provision does not
apply to prescription birth control pills.

C.  Medicare Advantage. Enrollment options for retirees and covered dependents that are
Medicare-eligible shall be limited to the Medicare advantage plans offered by the City. In
the event such Medicarc Advantage plans are no longer offered or not cost effective,
enroliment in alternate plans will be permitted as determined by the City.

D.  New Hire. Eligibility qualifier for hospitalization-medical coverage is the first of the
month after new hire completes 91* day of employment.

E.  New Hire. Optical coverage eligibility qualifier changed from 60 days to 6 months.

F.  Sponsored Dependent coverage ciiminated in its entirety.

G.  Remarriage. If a retiree maries or remarries after retirement, new spouse and his/her
dependents are not eligible for coverage under the City’s healthcare plans.

H.  Dependent Health Care Coverage. The child of a divorced spouse or a new spouse of a
retiree who is neither the biological, legally adopted nor legally guardian child of the
employee or retiree is ineligible for dependent health care coverage under this Agreement.

I. Requirement to Obtain Medicare A & B. Consistent with current practice, all retirees
and covered dependents are required to enroll into Medicare Parts A & B. Failure lo

enroll or maintain Medicare Parts A & B, City hospitalization-medical coverage will be
terminated.
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EXHIBIT B
Memorandum of Understanding

The City of Detroit (“CITY") and the Detroit Police Officers Association (“DPOA™) together with the
Detroit Police and Lieutenants and Sergeants' Association (“DPLSA™) and the (“DPCOA") Deuroit Police
Command Officers Association enter into this Memorandum of Understanding (“Agreement”) with the
intent to bring closure to any and ali claims, charges, grievances, civil litigation, appellate procedures,
administrative charges, and any other disputes between Lhe respective parties on the issue of the Deferred

Retirement Option Plan (“DROP”) and the lump sum payouls that members can elect upon their entry
into the DROP Plan,

1. All. DPOA, DPCOA, & DPLSA members who applied to participate in the DROP on or before

the effective date of this agreement will be paid their lump sum amounts not later than sixty (60)
days from the execution of this Agreement,

2. All DPOA members paid pursuant to paragraph 1 above will receive interest on their payouts

consistent with Umpire George Roumell's Opinion and Award dated April 29, 2011 in Grievance
No. 10-082.

3. All DPLSA members paid pursuant to paragraph 1 above will be paid Michigan Judgment
Interest if thal member does not receive their lump sum DROP payment in accordance with
Paragraph 1 of this Agreement. For those DPLSA members who have already elected 1o
participate in the DROP plan prior to the effective daic of this Agreement, where as the City
failed to make payments of lump sums within the 90 days of their election will receive the
Michigan Judgment Interest on the late payments.

4. The City will withdraw its appeal in Detroit v DPOA, Wayne County Circuit Court Case No. 11-
006114CA, Court of Appeals Case No, 306474,

5. DPOA and the DPLSA agrec to the voluntary dismissal with prejudice of the following
administrative charges and civil litigation: DPOA v DETROIT Wayne County Cir. Ct. C. A. No.
10-007575 CL; DPLSA v CITY OF DETROIT, WCCC Case NO. 11-014543-CL; & DPLSA v
CITY OF DETROIT, MERC Case NO. C10 J-250.

6. DPOA, DPLSA, & DPCOA members who elect to participate in the DROP Plan after the
effective date of this agreement will receive payment as follows:
a. In semi-annual installments, over a period of three (3) years, afier approval of their
DROP Plan application, submission of appropriate documentation, and verification of all
documeniation by police payroll, on the following dates: August 1, and February 1, with
no interest due unless the semi-annual payments are not made by the date they are due.

7. If a member elects to enter into the DROP Plan but suffers an injury or illness (not a casual or
intermittent condition and one that lasts for two weeks or more) prior to that member receiving
their lump sum payment for accumulated banked time, it is agreed that notwithstanding the
absence of sick leave, the member will be paid sick leave, which will result in a reduction in the
final installment payment or payments equivalent to the amount of sick leave paid oul. (For
example, if a member receives $5,000 in sick leave under these circumstances the final

installment will be reduced by $5,000.) This provision only applies if the member has sick leave
lime available under the DROP Plan.
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8. Inthe event that a member who has clected to participate in the DROP Plan and has submitted the
appropriale documentation retires or otherwise leaves active employment (before any Drop Plan
payment becomes due under Paragraph 5 of this Agreement), any lump sum payment owed shall
be paid within sixty (60) days of the termination of employment with no interest due unless the
payout is not paid within the sixty (60) day period.

9. Effective January 15, 2012, members, who receive lump sum payouts from sick leave andfor
other banks, will be allowed to have a portion of that payout, up to maximum permitted by the
Internal Revenue Service Rules, placed into their 457 accounts.

10. The City will pay 10 DPOA and DPLSA attommey fees in the following amounts; DPOA -
$14,397.50, DPLSA $8,000.00* (*Amount subject to change pending final Transcript cost).
Payment will be made within 90 days afier ratification of this Agreement and after all required
documentation has been received and approved by the C ity.

11. This Agreement shall remain in effect even if a Consent Agreement is implemented pursuant to
Public Act 4 or if an Emergency Manager is appointed.

12. The signatories for the City of Detroit, DPLSA, DPOA, and the DPCOA state explicitly and
unequivocally that they have the authority to make the foregoing representations on behalf of

their respective organizations and that they have the authority to bind their organizations to this
Agreement.

WM o ohleni
J Dhte

I3 s ident oAthd WPLSA

™ Yo" ’OI“/}?

. Presien DPOA Date
Yo
[4 7

; /e
Director, City of Detroit Date / /
\) U 2]aliz

Chrts'Brown, COO, City of Detroit Date

Steien Dolunt, President of the DPCOA Date

Patrick Aquart
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EXHIBIT C

Targeted Savings Goals for Payment of Performance Bonus
Bonus is dependent upon total savings

Items - #6

DPCOA
#6 Bonus Vacation Days 5 21,790.00
Total $ 21,790.00
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EXHIBITD

ILLUSTRATIVE RATES METHODOLOGY

» Each year beginning April 1* illustrative rates will be developed and utilized for the purpose
of determining the employees and employer share of plan costs for the plan year that begins
on July 1 and ends June 30" of the following year. The parties agree that the accuracy of the
illustrative rates used 1o determine the cost sharing formula is critical to each party and
therefore recognize the need to use actuarial best practices to develop the illustrative rates 1o
address the financial cost passed on the bargaining unit that may result from an inaccurate
illustrative rate. The calculation of net cost shall include, for example, amounts recouped for
RX rebates, part D subsidies and stop loss recoveries.

It is acceptable to the Union that actarial standard practices will be used to develop
illustrative rates per rate category for each plan for the calendar year.

s For the purpose of rate setting it is acceptable to the Union that BCBSMI “Option 17, pricing
be the same for all bargaining units offered that plan.

e For the purpose of establishing the employee contribution for COPS Trust enrollees, the City
will calculate “BCBSMI Option1” illustrative rates. The City will determine its contribution
based upon the 80% of the budgeted cost on or about April 1*. The illustrative rates will be
based upon the most recent 12 months of costs for the plan year adjusted to an incurred basis,
trended forward for the plan year, and with the inclusion of administrative expenses and/or
other plans fees. The new rates and employee contributions will be effective beginning each
July 1¥. The City will deduct its Option 1 contribution amount from the rates offered by
COPS Trust to determine the employees’ contribution for the COPS Trust plan,

The City will annually identify the actual plan cost variance by comparing the budgeted plan
cost for the calendar year to the actual plan cost incurred for the same calendar year. If the
actual plan cost exceeds the budgeted plan cost by more than 2.5% then the plan participants
enrolied in COPS Trust will receive a credit equal to 20% of the actual cost variance over
2.5% which shall be applied towards their next ycar employee contribution credited equally
in each pay period. If the actual plan cost is less than the budgeted plan cost by 2.5% or
more then the plan participants enrolled in BCBS Option 1 will receive a credit equal to 20%
of the actual cost variance under 2.5% which shall be applied towards their next year
employee contribution credited equally in each pay period.

e All  employee bi-weckly contributions will be dctermined by calculating the monthly

employee contribution amount as described and multiplying that monthly amount by 12 and
dividing by 26.

e The illustrative rates for the self-funded plan(s) will be developed independently from the
rates for any fully-insured plans. The City will provide and, upon request, review with the
union all rates for the new rating period (self-funded and fully-insured) at the same time.
The rates will remain unchanged throughout the rating period unless mutually agreed upon.

Page 13 of 13
0001419311000111320201

13-53846-swr Doc 1162 Filed 10/11/13 Entered 10/11/13 15:59:45 Page 6%@&)"0%%6959



TENTATIVE AGREEMENT TO EXTEND AND MODIFY
COLLECTIVE BARGAINING AGREEMENT

This Tentative Agreement (“TA") is entered this ﬂ'ﬂay of DL——\ , 2012, by
and between the City of Detroit (“City”) and the Detroit Police Officers Assoctation (“Union”).

In order to address the City’s current fiscal crisis, the City and the Union agree to extend
the term of the current collective bargaining agreement as set forth herein, with the following
modifications. All modifications to the collective bargaining agreement shall be effective after
ratification of this TA by the Union’s membership and its approval by the Detroit City Council.
The Union’s acceptance of this TA to extend and meodify collective bargaining agreement
cnumnerated below is conditioned upon agreement and execution by the Treasurer of the State of

Michigan and/or his agent. Upon execution the DPOA shall submit the TA below for
membership ratification.

1. Extension of the Cument Collective Bargaining Agrecment. The current
collective bargaining agreement between the City and the Union shali be exiended
until June 30, 2015,

2. Wages. There shall be no changes in wages afier the term of the current
agreement and through Jume 30, 2015. The Cily agrees to open up wage
discussions at the end of the term of this agreement. The applicable law will apply
to the negotiation of a subsequent collective bargaining agreement.

3 Performance Bonus. Members shall be entitled to receive an annual bonus

calculated as 20% of the annual savings achieved as a result of the
implementation of items #4 through #9 of this agreement, provided that the
mutually agreed upon savings goals attach hereto as Exhibit C are met.

4, Off-Duty Court Appearances. Article 13, “Off Duty Court Appearances,” of the

collective bargaining agreement shall be modified through June 30, 2015 to
provide as follows:

a. The minimum period of compensation for an off-duty court appearance
shall be reduced from three (3) to two (2) hours.

b. Unless otherwise compelled by the Fair Labor Standards Act, all time
worked by any member in any off-duty court appearance shall be
compensated on a straight-time basis and not time and a half.

c. Each fiscal year, he first sixty (60) hours of off-duty court time for any
member shall be compensated through credited compensatory leave time
placed in the member's lcave bank and not through a cash payment. After
the sixty (60) hours of off-duty court time are worked in the fiscal year,
the member shall have the option of being paid in cash or being credited
with compensatory time as set forth in Article 13, Section D.
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3. Suspension of Educational Reimbursement. The provisions of Article 20,
“Educational Reimbursement,” shall be suspended until July 1, 2015,

6. Overtime. Article 14, “Overtime,” shall be modified to provide that unless
otherwise compeiled by the Fair Labor Standards Act, members shall not be
eligible for any overtime compensation in any pay period in which the member
fails to work at least eighty (80) hours. Sick time shall not be considered as time
worked in meeting the 80 hour work requirement, but time off due to furlough,

liquidation of compensatory time, and other paid absences shall continue to be
considered as time worked.

7. Holiday Pay. Anrticle 31, “Holidays,” shall be modified to provide that of the
twenty-four (24) hours of compensation paid 10 members who work on
contractual holidays, twelve (12) hours will be paid as cash, and twelve (12) hours
will be credited as compensatory leave time to the member’s leave bank.

8. Suspension of Wage Differential. The 2% wage differential paid to members on a
promotional roster shall be suspended until July 1, 2015.

9. Bonus Vacation Days. Article 37, “Bonus Vacation Days,” shall be modifieqd 1o
provide that bonus vacation days that are not utilized during the fiscal year will be
banked and paid at the rate of pay and rank at time of banking,

10. Early Retirement. An Early Retirement Incentive Program (“ERIP") will be
offered 1o a limited number of officers in the Department and the participation
will be based on seniority. The total maximum number of carly retirements will

be 150, to be allocated to members of the DPOA (76%), the DPLSA (23%) and
the DPCOA (1%).

Employees will be eligible to participate in the ERIP if they (a) are three (3) years
or less away from completing either 20 or 25 years of service, and (b) have
sufficient banked time to purchase the remaining service time. Officers
participating in the program will retire immediately using their years of service
and banked time to get 10 20 years of service and their pension will be calculated

based on 20 years of service. All banked time will be relinquished in exchange
for retirement service credit.

The City will offer members with between 17 and 20 years of service the ability
to early retire as follows, as well as between 22 and 25 years: The City will offer
such members the ability to retire three (3) years earlier than otherwise cligible
under the contract, with benefits to the extent otherwise eligible, for ecmployees
who have more than [1,000] hours of banked time (t.e. sick time, furlough,
vacation or compensatory time), and who relinquish all of their banked time. The
City will offer members 10 retire two (2) years earlier than otherwise cligible
under the contract, with benefits to the extent otherwise eligible, for employees
who have at least {500] or more hours of banked time, and who relinquish ali of
their banked time. The City will offer members to retire one (1) year earlier than
otherwise eligible under the contract, with benefits to the extent othepwise
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eligible, for employees who have less than [500] hours of banked time, and who
relinquish all of their banked time. The utilization of banked time, for purposes of
the calculation, begins with sick time.

DROP participants with 22 years of service who have not received their lump sum

payout from their banks may use such banked time to participate in the ERIP in
accordance with the above,

1. Separation Payments (not including DROP). All provisions of the collective
bargaining agreement relating to separation payments shall be modified to provide
that, for future separation payments to members who were already eligible o
retire as of the effective date of this TA, a member will have the option of
receiving (a) a lump sum payment ninety (90) days after separation, or (b) semi-
annual installments for a period of three (3} years afier separation, with no interest
unless payment is not made on the date it is due. This option shall not be available
to members in the ERIP established as part of this TA.

12. Payment of accumulated banked time upon election to participate in the D.R .O.P.

The provisions of Anicle 33, “Pension Provisions,” penaining to ‘DROP’
payments shall be modified in accordance with the Memorandum of
Understanding attached hereto as Exhibit B.

13.  Medical, Denta] and Vision Benefits for Employees. COPS Trust can maintain its
current design. The City's maximum contribution for any health plan shall be
80% of the Option 1 Plan offered by BCBSMI/CVS Caremark (Exhibit A).

Initial rates for the BCBSMVCVS Caremark Option 1 shall be maintained in full
force and effect from March 1%, 2012 to June 30%, 2013. These rates may not be

implemented until there has been an Open Enrollment after reasonable notice to
employees.

The mutually agreed upon methodology establishing illustrative rates on

BCBSMI/CVS Caremark Option base plan are attached hereto and marked as
Exhibit D.

14.  Spousal Medical Coverage. The City will provide coverage for working spouses
eligible for insurance coverage through their employer, only under the COPS
Trust Plan and subject to the cost sharing arrangement set forth under item 13.

15. 4/10 Work Schedule. After the implementation of the terms of this TA there will
be a collaborative effort between the Detroit Police Department (DPD), the City
and all Associations within the DPD to develop a pilot program for the

implementation of a 4/10 work schedule that will be cost neutral to the City and
the DPD.

16.  State Review of Collective Bargaining Agreement. If, during the term of this TA
a consent decree is entered into pursuant to the State Financial Authority
Recovery Plan and/or Continuing Operations Plan pursuant to the Local
Govenment and School District Accountability Act, Act Number 4, Public Acts
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of 2011, MCL 141, 1501 et.seq. the terms of the collective bargaining agreement
extended hercin and thc¢ TA shall be maintained in whole and cannot be
terminated, modified and/or changed whatsoever during its terms for any reason
except by mutval agreement between the parties. This provision applies and
covers a consent decree Recovery Plan and/or Continuing Operations Plan and/or
any Plan, however litled and by whatever description. In the event the paragraph
herein is breached the contractual modification agreed to in this TA shall

automatically revert back to the language that existed prior to this extension and
maodification agreement.

17.  Grievances. A violation of any provision of this TA shall be subject to the CBA’s
grievance/arbitration procedure (Articles 7 and 8 et. al.) with the exception of
paragraph 16.

18.  More Favorable DFFA Wage, Healthcare or Pension Provisions. In the event that
the wage, healthcare or pension provisions of any agreement reached with the
DFFA 10 extend and modify their current collective bargaining agreement with
the City are more favorable than those stated in this TA, the terms of this TA shall
be modified to incorporate the more favorable provisions.

CITY OF DETROIT

o WL

"CoD
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EXHIBIT A

OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

PPO Plan, HAP/BCN plan(s), THC plan In-Network Out-of-Network **
Participant Premium Contribution 20% for all plans 20% for all plans
Plan Deductible $250/$500 $500/$1000
Co-insurance % 20% 40%
Co-insirance maximum (QOP Max) $1,000/$2,000 $2,000/$4/000
Office visit $15 Subject to deductible
and coinsurance
Urgent care co-pay 515 Subject to deductible
and coinsurance
Emergency room $75 $75
Hospital co-pay 30 $0
Rx Drug Plan
Co-pay (retail, mail 2x for 90 day supply) $5/$15/830
Mandatory mail After 34 days
Mandatory generic Required
Traditional generic - step therapy Required
Exclusion of lifestyle drugs Required
COPS Trust
Deductible $175/5350
Coinsurance % 10%
Co-insurance maximum (OOP Max) $825/81650
Office visit/Urgent Care co-pay $10
Emergency Room co-pay $75
Hospital co-pay 350
COPS Trust Rx Drug Plan
Co-pay (retail, mail 2x for 90 day supply) $5/%15
Mandatory maii N/A
Mandalory generic N/A
Traditional generic — step therapy N/A
Exclusion of lifestyle drugs N/A
Other Changes
Participants contribute 20% for dental and vision
coverage
Participants may choose any dental benefit currently in
_ force with the City of Detroit including COPS Trust.
Participants may choose any vision benefit currently in
force with the City of Detroit including COPS Trust.
Co-op Optical climinated
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EXHIBIT A

OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Vision Plans
BCBSM VSP Plan | Heritage Vision COPS Trust -Spectera |
Eyc Exam Covered Covered Covered
Frame Allowance $75* $100* Upto $130*
Eye Glass Lenses Covered Covered Prisin & Oversized Not
Covered
Contacts in lieu of 3175 $90 Upto 5210
Glasses
Progressive Myopia Up to Age 19* Upto Ape 19* Not Covered
Dependents Up to 19 Covered* Upto 19 Covercd* Upto 19 Covered*
Aduit Dependents Not Covered Not Covered Covered*

*some restrictions apply

00014193 1\0001\1320199
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OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Inifial Dental Rates to 6/30/2013

BCBSM Dental ($1,000 Orthodontia)
BCBSM Dental ($3,000 Orthodontia)
Golden Dental

DenCap

COPS Trust Dental

Initial Vision Rates to 6/30/2013

Heritage Optical
BCBSM -VSP Vision
Spectera Optical
COPS Trust Vision

Initial Medical Rates to 6/30/2013

BCBSM Option 1
Single
2 Person
Family

Total Health Care Option |
Single
2 Person
Family

Blue Care Network Option 1
Single
2 Person
Family

COPS Trust
Single
2 Person
Family

000141931\000111320199

EXHIBIT A

Rates

$ 3.28 per pay period
$ 15.95 per pay period
$ 2.77 per pay period
$ 2.77 per pay period
$ 3.28 per pay period

$ 0.54 per pay period
$ 2.19 per pay period
$ 0.54 per pay period
$ 0.54 per pay period

$ 43.25 per pay period
$ 90.74 per pay period
§ 101.48 per pay period

$ 32.81 per pay period
$ 67.95 per pay period
$ 88.59 per pay period

$ 43.72 per pay period
$ 97.94 per pay period
$ 110.18 per pay period

$ 50.98 per pay period
$ 106.24 per pay period
$ 125.54 per pay period
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EXHIBIT A

OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Hogspitalization Plan Design Changes — Effective April 1%, 2012:
(Items A&B below apply to all plans with the exception of COPS Trust)

A.  Mandatory Use of Generic Drugs. Generic drugs required unless pre-detcrmined that
brand name drug is medically required or a generic equivalent is not avaiiabie. 1If brand
drug requested but not medically required or generic is available, employee, retiree, or
covered dependent must pay the applicable brand name co-pay amount plus the difference
between the cost of the generic drug and brand name drug, even if dispense as written

(DAW) is written on the prescription. Appeal procedure for any dispute is available under
applicable healthcare plan.

B.  Limitation on Prescription Drugs. City will not pay for fertility or impotence

prescription drugs under the City’s prescription drug programs. This provision does not
apply to prescription birth control pills.

C.  Medicare Advantage. Enrollment options for relirees and covered dependents that are
Medicare-eligible shall be limited to the Medicare advantage plans offered by the City. In
the event such Medicarc Advantage plans are no longer offered or not cost effective,
cnroilment in altemate plans will be permitted as determined by the City.

D.  New Hire. Eligibility qualifier for hospitalization-medical coverage is the first of the
month after new hire completes 91* day of employment.

E. New Hire. Optical coverage cligibility qualifier changed from 60 days to 6 months.
F. Sponsored Dependent coverage eliminated in its entirety.

G.  Remarriage. If a retiree marries or remarries after retirement, new spouse and his/her
dependents are not eligible for coverage under the City’s healthcare plans.

H.  Dependent Health Care Coverage. The child of a divorced spouse or a new spouse of a
retirec who is neither the biological, legally adopted nor legally guardian child of the
employee or retiree is ineligible for dependent health care coverage under this Agreement.

1. Requirement to Obtain Medicare A & B. Consistent with current practice, all retirees
and covered dependents are required to enroll into Medicare Parts A & B. Failure to

enroll or maintain Medicare Parts A & B, City hospitalization-medical coverage will be
terminated.
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EXHIBIT B
Memorandum of Understanding

The City of Detroit (“CITY") and the Detroit Police Officers Association (“"DPOA™) together with the
Detroit Police and Lieutenants and Sergeants’ Association (“"DPLSA") and the (“DPCOA™) Detroit Police
Command Officers Association enter into this Memorandum of Understanding (“*Agreement”) with the
intent (o bring closure to any and all claims, charges, grievances, civil litigation, appellate procedures,
administrative charges, and any other disputes between the respective parties on the issue of the Deferred

Retirement Option Plan (“DROP”) and the lump sum payouts that members can elect upon their entry
into the DROP Pian.

1. All DPOA, DPCOA, & DPLSA members who applied to participate in the DROP on or before

the effective date of this agreement will be paid their lump sum amounts not fater than sixty (60)
days from the execution of this Agrcement.

2. All DPOA members paid pursuant to paragraph | above will receive interest on their payouts

consistent with Umpire George Roumell’s Opinion and Award dated April 29, 2011 in Grievance
No. 10-082.

3. All DPLSA members paid pursuant to paragraph | above will be paid Michigan Judgment
Interest if that member does not receive their lump sum DROP payment in accordance with
Paragraph 1 of this Agreement. For those DPLSA members who have already elected to
participate in the DROP plan prior to the effective date of this Agreement, where as the City

failled to make payments of lump sums within the 90 days of their election will receive the
Michigan Judgment Interest on the late payments.

4. The City will withdraw its appeal in Detroit v DPOA, Wayne County Circuit Court Case No. 11-
006114CA, Court of Appeals Case No. 306474,

5. DPOA and the DPLSA agree 1o the voluntary dismissal with prejudice of the following
administrative charges and civil litigation: DPOA v DETROIT Wayne County Cir. Ct. C. A, No.
10-007575 CL; DPLSA v CITY OF DETROIT, WCCC Case NO. 11-014543-CL; & DPLSA v
CITY OF DETROIT, MERC Case NO. C10 J-250.

6. DPOA, DPLSA, & DPCOA members who elect to participate in the DROP Plan after the
effective date of this agreement will receive payment as follows:
a. In semi-annual instailments, over a period of three (3) years, after approval of their
DROP Plan application, submission of appropriate documentation, and verification of all
documentation by police payroll, on the following dates: August 1, and February 1, with
no interest due unless the semi-annual payments are not made by the date they are due.

7. If a member elects to enter into the DROP Plan but suffers an injury or illness (not a casual or
intermittent condition and one that lasts for two weeks or more) prior to that member receiving
their lump sum payment for accumulated banked time, it is agreed that notwithstanding the
absence of sick leave, the member will be paid sick leave, which will result in a reduction in the
final installment payment or payments equivaient to the amount of sick leave paid out. (For
example, if a member receives $5,000 in sick leave under these circumstances the final

installment will be reduced by $5,000.) This provision only applies if the member has sick leave
time available under the DROP Plan.
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8. In the event that a member who has elected to participate in the DROP Plan and has submitted the
appropriate documentation retires or otherwise leaves active employment (before any Drop Plan
payment becomes due under Paragraph 5 of this Agreement), any lump sum payment owed shall
be paid within sixty (60) days of the termination of employment with no interest due unless the
payout is not paid within the sixty (60) day period.

9. Effective January 15, 2012, members, who reccive lump sum payouts from sick leave and/or
other banks, will be allowed to have a portion of that payout, up to maximum permitted by the
Intemal Revenue Service Rules, placed into their 457 accounts.

10. The City will pay to DPOA and DPLSA attomey fees in the following amounts; DPOA -
$14,397.50, DPLSA $8,000.00* (*Amount subject to change pending final Transeript cost).
Payment will be made within 90 days afier ratification of this Agreement and after all required
documentation has been received and approved by the City.

I1. This Agreement shall remain in effect even if a Consent Agreement is implemented pursuant 10
Public Act 4 or if an Emergency Manager is appointed.

12. The signatories for the City of Detroit, DPLSA, DPOA, and the DPCOQA state explicitly and
uncquivocally that they have the authority 10 make the foregoing representations on behalf of
their respective organizations and that they have the authority to bind their organizations 1o this

Agreement.
.,.}/ ?Lu 1%5

MBA Dpte /

%t

President of

Date Y
2 [/
Date

2/qlj2—

/a
Patric Xquan,}ﬁi Director, City of Detroit Date / /

\LL zlaj1z

Ch¥is Brown, COO, City of Detroit Date
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EXHIBIT C

Targeted Savings Goals for Payment of Performance Bonus

Bonus is dependent upon total savings
1

Items #4 - #9
DPOA

#4  Off Duty Count Appearance $ 850,543.00
#5 Suspension of Educational Reimbursement $  24,500.00
#6 Overtime $ 598,884.00
#7 Holiday Pay $2,933,808.00
#8 Suspension of Wage Differential $ 332,147.00
#9 Bonus Vacation Days 3 1,457,402.00

Total $6,197,284.00
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EXHIBIT D

ILLUSTRATIVE RATES METHODOLOGY

* Each year beginning April 1* illustrative rates will be developed and utilized for the purpose
of determining the employees and employer share of plan costs for the plan year that begins
on July 1 and ends June 30® of the following year. The parties agree that the accuracy of the
illustrative rates used to determine the cost sharing formula is critical to each party and
therefore recognize the nced to use actuarial best practices to develop the illustrative rates 1o
address the financial cost passed on the bargaining unit that may result from an inaccurate
illustrative rate. The calculation of net cost shall include, for example, amounts recouped for
RX rebates, part D subsidies and stop loss recoveries.

It is acceptable to the Union that actuarial standard practices will be used to develop
illustrative rates per rate category for each plan for the calendar year.

¢ For the purpose of rate seiting it is acceptable to the Union that BCBSMI “Option 17, pricing
be the same for all bargaining units offered that plan.

For the purpose of establishing the employee contribution for COPS Trust enrollees, the City
will caiculate “BCBSMI Optionl” iillustrative rates. The City will determine its contribution
based upon the 80% of the budgeted cost on or about April 1*. The illustrative rates will be
based upon the most recent 12 months of costs for the plan year adjusted to an incurred basis,
trended forward for the plan year, and with the inclusion of administrative expenses and/or
other plans fees. The new rates and employee contributions will be effective beginning each
July 1*. The City will deduct its Option 1 contribution amount from the rates offered by
COPS Trust Lo determine the employees’ contribution for the COPS Trust plan.

The City will annually identify the actual plan cost variance by comparing the budgeted plan
cost for the calendar year to the actual plan cost incurred for the same calendar year. If the
actual plan cost exceeds the budgeted plan cost by more than 2.5% then the pian participants
enrolled in COPS Trust will receive a credit equal to 20% of the actual cosl variance over
2.5% which shall be applied towards their next year employee contribution credited equally
in each pay period. If the actual plan cost is less than the budgeted plan cost by 2.5% or
more then the plan participants enrolled in BCBS Option 1 will receive a credit equal to 20%
of the actual cost variance under 2.5% which shall be applied towards their next year
employee contribution credited equally in each pay period.

* All  employee bi-weekly contributions will be determined by calculating the monthly

employee contribution amount as described and multiplying that monthly amount by 12 and
dividing by 26.

¢ The illustrative rates for the self-funded plan(s) will be developed independently from the
rates for any fully-insured plans. The City will provide and, upon request, review with the
union all rates for the new rating period (self-funded and fully-insured) at the same time.
The rates will remain unchanged throughout the rating period unless mutually agreed upon.
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TENTATIVE AGREEMENT TO EXTEND AND MODIFY
COLLECTIVE BARGAINING AGREEMENT

This Tentative Agreement (“TA™) is entered lhis('#_": day of Q l/tn ., 2012, by

and between the City of Dewroit (“City”) and the Detroit Police Lieutenants and Sergeants
Association (“Union™).

In order to address the City's current fiscal crisis, the City and the Union agree to extend
the term of the current collective bargaining agreement as set forth herein, with the following
modifications. All modifications to the collective bargaining agreement shall be effective after
ratification of this TA by the Union’s membership and its approval by the Detroit City Council.
If this agreement is not ratified by the Union's membership, the terms of the current collective
bargaining agreement (2009-2013) shall remain in effect for its term. The Union’s acceptance of
this TA to extend and modify collective bargaining agreement enumerated below is conditioned
upon agreement and execution by the Treasurer of the State of Michigan and/or his agent. Upon
execution the DPLSA shall submit the TA below for membership ratification.

1. Extension of the Cument Collective Bargaining Agreement. The current
collective bargaining agreement between the City and the Union shall be extended
until June 30, 2015. In the event of Act 312 arbitration after the termination of
this agreement, the arbitrator shall take into consideration the concessions given
during these negotiations.

2. Wages. There shall be no changes in wages after the term of the cument
agreement and through June 30, 2015. The City agrees to open up wage
discussions at the end of the term of this agreement. The applicable law will
apply to the negotiation of a subsequent collective bargaining agreement.

3. Performance Bonus. Members shall be entitled to receive an annual bonus
calculated as 20% of the annual savings achieved as a resull of the
implementation of items #4 through #9 of this agreement, provided that the
mutually agreed upon savings goals attach hereto as Exhibit C are met.

4, Court Time, Article 26, “Court Time,” of the collective bargaining agreement
shall be modificd to provide as follows:

a. The mininum period of compensation for an off-duty court appearance
shall be reduced from three (3) to two (2) hours.

b. Unless otherwise compelled by the Fair Labor Standards Act, all time
worked by any member in any off-duty court appearance shall be
compensated on a straight-time basis and not time and a half.

c. Each fiscal year, the first sixty (60) hours of off-duty court time for any
member shall be compensated through credited compensatory leave time
placed in the member’s leave bank and not through a cash payment. After
the sixty (60) hours of off-duty court time are worked in the fiscal year,
the member shall have the option of being paid in cash or being credited
with compensatory time as set forth in Article 25.
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5. Suspension of Educational Reimbursement. The provisions of Article 42,
“Educational Reimbursement,” shall be suspended until July 1, 2015.

6. Overtime. Article 25, “Oventime,” shall be modified to provide that unless
otherwise compelled by the Fair Labor Standards Act, members shall not be
eligible for any overtime compensation in any pay period in which the member
fails to work at least eighty (80) hours. Sick time shall not be considered as time
worked in meeting the 80 hour work, but time off due to furlough, liquidation of

compensatory Lime, and other paid absences shall continue to be considered as
time worked.

7. Holiday Pay. Article 37, “Holidays With Excused Time,” shall be modified to
provide that of the twenty-four (24) hours of compensation paid to members who
work on contractual holidays, twelve (12) hours will be paid as cash, and twelve

(12) hours will be credited as compensatory leave time to the member’s leave
bank.

8. Suspension of Wage Differential. The 2% wage differential paid to members on a
promotional roster shall be suspended until July 1, 2015.

9. Bonus Vacation Days., Bonus vacation days of Union members that are not

utilized during the fiscal year will be banked and paid at the rate of pay and rank
at time of banking

10.  Early Retirement. An Early Retirement Incentive Program (“ERIP”) will be
offered to a limited number of officers in the Department and the participation
will be based on seniority. The total maximum number of early retirements will

be 150, to be allocated to members of the DPOA (76%), the DPLSA (23%) and
the DPCOA (1%).

11.  Employees will be eligible to participate in the ERIP if they (a) are three (3) years
or less away from completing 25 years of service, and (b) have sufficient banked
time to purchase the remaining service time. Officers participating in the program
will retire immediately using their years of service and banked time to get to 25
years of service and their pension will be calculated based on 25 years of service.
All banked time will be relinquished in exchange for retirement service credit.

The City will offer members with between 22 and 25 years of service the ability
to early retire as follows: The City will offer such members the ability to retire
three (3) years carlier than otherwisc eligible under the contract, with benefits to
the extent otherwise eligible, for employees who have more than {1,000] hours of
barked time (i.e. sick time, furlough, vacation or compensatory time), and who
relinquish all of their banked time. The City will offer members to retire two (2)
years earlier than otherwise eligible under the contract, with benefits to the extent
otherwise eligible, for employees who have at least [500] or more hours of banked
time, and who relinquish all of their banked time. The City will offer members to
retire one (1) year earlier than otherwise eligible under the contract, with benefits
to the extent otherwise eligible, for employees who have less than [500] hours of
banked time, and who relinquish all of their banked time. The utilization of
banked time, for purposes of the calculation, begins with sick time.
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DROP participants with between 22 and 25 years of service who have not

received their lump sum payout from their banks may use such banked time to
participate in the ERIP in accordance with the above.

12.  Separation Payments (not including DROP). All provisions of the collective
bargaining agreement relating to separation paymenits shall be modified 10 provide
that, for future separation payments to members who were already eligibie to
retire as of the effective date of this Agreement, a member will have the option of
receiving (a) a lump sum payment ninety (90) days after separation, or (b) semi-
annual installments for a period of three (3) years after separation, with no interest
unless payment is not made on the date it is due. This option shall not be available
to members in the ERIP established as part of this TA.

13.  Payment of accumulated banked time upon election to participate in the D.R.O.P.
The provisions of Article 51, “Pension,” pertaining to ‘DROP’ payments shall
modified in accordance with the Memorandum of Understanding attached hereto

as Exhibit B.
14. 20 & Out Program, Members with less than 25 years, but more than 20 ycars of
service, shall have the opportunity to elect early retirement as follows:
a. There shall be a period of ten (10) days to elect early retirement the first
year.
b. The maximum number of members eligible 1o retire in the first year shall

not exceed one hundred (100).

C. Retirements will be made available in twenty-five (25) member
increments per quarter for one (1) year.

d. After the first year, a DPLSA member or participant with 20 years or more
of credited service may retire. Upon the members or participant’s
retirement, the participant will be paid the total balance of the participant’s
accounts. Only participants with 20 years or more of credited service may
participatc in the City’s group healthcare plans pursuant to the CBA.

e Any DPLSA member who exercises the option to retire between 20 and 25
years of service shall have their retirement benefits calculated at their
actual time of service (and not at 25 years).

15.  Medical, Dental and Vision Benefits for Employees.  The plan Options shall
include BCBSMIUCVS Caremark Option 1, COPS Trust, HAP and Total
Healthcare. COPS Trust can maintain its current design. The City's maximum

contribution for any heaith plan shall be 80% of the Option 1 Plan offered by
BCBSMI/CVS Caremark (Exhibit A).

Initial rates for the BCBSMI/CVS Caremark Option 1 shall be maintained in full
force and effect from March 1, 2012 to June 302, 2013. These rates may not be

implemented until there has been an Open Enroliment afier reasonable notice to
cmployees.
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The mutually agreed upon methodology establishing illustrative rates on

BCBSMI/CVS Caremark Option base plan are attached hereto and marked as
Exhibit D.

16.  Spousal Medical Coverage. The City will provide coverage for working spouses
eligible for insurance coverage through their employer, only under the COPS
Trust Plan and subject to the cost sharing arrangement set forth under Item 14.

17. 4/10 Work Schedule. After the implementation of the terms of this TA there will
be a collaborative effort between the Detroit Police Deparument (DPD), the City
and all Associations within the DPD to develop a pilot program for the

implementation of a 4/10 work schedule that will be cost neutral to the City and
the DPD.

18.  State Review of Collective Bargaining Agreement. If, during the term of this TA
a consent decree is entered into pursuant to the State Financial Authority
Recovery Plan and/or Continuing Operations Plan pursuant to the Local
Government and School District Accountability Act, Act Number 4, Public Acts
of 2011, MCL 141, 1501 et.seq. the terms of the collective bargaining agreement
extended herein and this TA shall be maintained in whole and cannot be
terminated, modified and/or changed whatsoever during its terms for any reason
except by mutual agreement between the parties. This provision applies and
covers a consent decree Recovery Plan and/or Continuing Operations Plan and/or
any Plan, however titled and by whatever description. In the event the paragraph
herein is breached the contractual modification agreed to in this TA shall

automatically revert back to the language that existed prior to this extension and
modification agreement.

19.  Grievances. A violation of any provision of this TA shall be subject to the CBA's
grievance/arbitration procedure (Articles 7 and 8 et. al) with the exception of
paragraph 17.

20.  Morc Favorable DFFA Wage, Healthcare or Pension Provisions. In the event that
the wage, healthcare or pension provisions of any agreement reached with the
DFFA to extend and modify their current collective bargaining agrcement with
the City are more favorable than those stated in this agreement, the terms of this
TA, the terms of this TA shall be modified to incorporate the more favorable

provisions.
,’\
CITY, OF DETROIT DETROIT POLICE LIEUTENANTS AND
SERGEANTS ASSOCIATION
By:
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EXHIBIT A

OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

PPO Plan, HAP/BCN plan(s), THC plan In-Network Qut-of-Network **
Participant Premium Contribution 20% for all plans 20% for all plans
Plan Deductible $250/$500 $300/$ 1000
Co-insurance % 20% 40%
Co-insurance maximum (OQOP Max) $1,000/$2,000 $2,000/$4/000
Office visit $15 Subject to deductible
and coinsurance
Urgent care co-pay $15 Subject 10 deductible
and coinsurance
Emergency room $75 $75
Hospital co-pay %0 30
Rx Drug Plan
Co-pay (retail, mail 2x for 90 day supply) $5/315/%830
Mandatory mail After 34 days
Mandatory generic Required
Traditional generic — step therapy Required
Exclusion of lifestyle drugs Required
COPS Trust
- Deductible $175/8350
. _- Coinsurance % 10%
- Co-insurance maximum (OOP Max) $825/%1650
- Office visit/Urgent Care co-pay $10
- Emergency Room co-pay $75
- Hospital co-pay 50
COPS Trust Rx Drug Plan
Co-pay (retail, mail 2x for 90 day supply) $5/515
Mandatory mail N/A
Mandatory generic N/A
Traditional generic - siep therapy N/A
Exclusion of lifestyle drugs N/A
Other Changes
Participants contribute 20% for dental and vision
coverage
Participants may choose any dental benefit currently in
force with the City of Detroit including COPS Trust.
Participants may choose any vision benefit currently in
force with the City of Detroit including COPS Trust.
Co-op Optical eliminated
Page 5 of 12
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EXHIBIT A

OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Vision Plans

BCBSM VSP Plan | Heritage Vision COPS Trust -Spectera

Eye Exam Covered Covered Covered

Frame Allowance $75* $100* Upto $130*

Eye Glass Lenses Covered Covered Prism & Oversized Not
Covered

Contacts in lieu of %175 390 Upto $2i0

Glasses

Progressive Myopia Up to Age 19* Up to Age 19* Not Covered

Dependents Up to 1% Covered®* Up 1o 19 Covered* Up 10 19 Covered*

Adult Dependents Not Covered Not Covered Covered*

*some restrictions apply

000141931\0001\1 320200
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OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Initial Dental Rates to 6/30/2013

BCBSM Dental ($1,000 Orthodontia)
BCBSM Dental ($3,000 Orthodontia)
Golden Dental

DenCap
COPS Trust Dental

Initial Vision Rates to 6/30/2013

Heritage Optical
BCBSM -VSP Vision
Spectera Optical
COPS Trust Vision

Initial Medical Rates to 6/30/2013

BCBSM Option 1
Single
2 Person
Family

Total Health Care Option 1
Single
2 Person
Family

Blue Care Network Option 1
Single
2 Person
Family
COPS Trust
Single
2 Person
Family

©0014193110001\1320200

EXHIBIT A

Rates

$ 3.28 per pay period
$ 15.95 per pay period
$ 2.77 per pay period
$ 2.77 per pay period
$ 3.28 per pay period

$ 0.54 per pay period
3 2.19 per pay period
$ 0.54 per pay period
$ 0.54 per pay period

$ 43.25 per pay period
$ 90.74 per pay period
$ 101.48 per pay period

$ 32.81 per pay period
$ 67.95 per pay period
$ 88.59 per pay period

$ 43.72 per pay period
$ 97.94 per pay period
$ 110.18 per pay period

$ 50.98 per pay period
$ 106.24 per pay period
$ 125.54 per pay period
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EXHIBIT A
OUTLINE OF MEDICAL, DENTAL AND VISION PLANS

Hospitalization Plan Design Changes — Effective Apri} 1%, 2012:
(Items A&B below apply to all plans with the exception of COPS Trust)

A.  Mandatory Use of Generic Drugs. Generic drugs required unless pre-determined that
brand name drug is medically required or a generic equivalent is not available. If brand
drug requested but not medically required or generic is available, employee, retiree, or
covered dependent must pay the applicable brand name co-pay amount plus the difference
between the cost of the generic drug and brand name drug, even if dispense as written

(DAW) is written on the prescription. Appeal procedure for any dispute is available under
applicable healthcare plan.

B.  Limitation on Prescription Drugs. City will not pay for fertility or impotence
prescription drugs under the City’s prescription drug programs. This provision does not
apply to prescription birth control pills.

C.  Medicare Advantage. Enrollment options for retirees and covered dependents that are
Medicare-eligible shall be limited to the Medicare advantage plans offered by the City. In
the event such Medicare Advantage plans are no longer offered or not cost effective,
enrollment in alternate plans will be permitted as determined by the City.

D.  New Hire. Eligibility qualifier for hospitalization-medical coverage is the first of the
month after new hire completes 91* day of employment.

E.  New Hire. Optical coverage cligibility qualifier changed from 60 days to 6 months.

F.  Sponsored Dependent coverage eliminated in its entirety.

G. Remarriage. If a retiree marries or remarries after retirement, new spouse and his/her
dependents arc not eligible for coverage under the City’s healthcare plans.

H.  Dependent Health Care Coverage. The child of a divorced spouse or a new spouse of a
retirce who is neither the biological, legally adopted nor legally guardian child of the
employee or retiree is ineligible for dependent health care coverage under this Agrecment.

I. Requirement to Obtain Medicare A & B. Consistent with current practice, all retirees
and covered dependents are required to enroll into Medicare Parts A & B. Failure to

enroll or maintain Medicare Parts A & B, City hospitalization-medical coverage will be
terminated.
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EXHIBIT B

Memorandum of Understanding

The City of Detroit (“CITY"™) and the Detroit Police Officers Association (“DPOA™) together with the
Detroit Police and Lieutenants and Sergeants’ Association (“DPLSA™) and the (“DPCOA") Detroit Police
Command Officers Association enter into this Memorandum of Understanding (“Agreement™) with the
intent to bring closure to any and all claims, charges, grievances, civil litigation, appellate procedures,
administrative charges, and any other disputes between the respective parties on the issue of the Deferred

Retirement Option Plan (“DROP”) and the lump sum payouts that members can elect upon their entry
into the DROP Plan.

1. All DPOA, DPCOA, & DPLSA members who applicd to participate in the DROP on or before

the effective date of this agreement will be paid their lump sum amounts not later than sixty (60)
days from the exccution of this Agreement.

2. All DPOA members paid pursuant to paragraph 1 above will receive interest on their payouts

consistent with Umpire George Roumnell’s Opinion and Award dated April 29, 2011 in Grievance
No. 10-082.

3. All DPLSA members paid pursuant lo paragraph 1 above will be paid Michigan Judgment
Interest if that member does not receive their lump sum DROP payment in accordance with
Paragraph 1 of this Agrcement. For those DPLSA members who have already elected (o
participate in the DROP plan prior to the effective date of this Agreement, where as the City

failed to make payments of lump sums within the 90 days of their clection will receive the
Michigan Judgment Interest on the lale payments.

4. The City will withdraw its appeal in Detroit v DPOA, Wayne County Circuit Court Case No. 11-
006114CA, Court of Appeals Case No. 306474,

5. DPOA and the DPLSA agree to the voluntary dismissal with prejudice of the following
administrative charges and civil litigation: DPOA v DETROIT Wayne County Cir. Ct. C. A. No.
10-007575 CL; DPLSA v CITY OF DETROIT, WCCC Case NO. 11-014543-CL, & DPLSA v
CITY OF DETROIT, MERC Case NO. C10J-250.

6. DPOA, DPLSA, & DPCOA members who elect 10 participaie in the DROP Plan after the
effective date of this agreement will receive payment as follows:
2. In semi-annual installments, over a period of three (3) years, after approval of their
DROP Plan application, submission of appropriate documentation, and verification of all
documentation by police payroll, on the following dates: August 1, and February 1, with
no interest due unless the semi-annual payments are not made by the date they are due.

7. If a member elects to enter into the DROP Plan but suffers an injury or iliness (not a casual or
intermittent condition and one that lasts for two weeks or more) prior to that member receiving
their lump sum payment for accumulated banked time, it is agreed that notwithstanding the
absence of sick leave, the member will be paid sick leave, which will result in a reduction in the
final installment payment or payments equivalent 10 the amount of sick leave paid out. (For
example, if a member receives $5,000 in sick leave under these circumstances the final

instatiment will be reduced by $5,000.) This provision only applies if the member has sick leave
time available under the DROP Plan,

8. In the event that a member who has elected to participate in the DROP Plan and has submitted the
appropriate documentation retires or otherwise leaves active employment (before any Drop Plan
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payment becomes due under Paragraph 5 of this Agreement), any lump sum payment owed shall
be paid within sixty (60) days of the termination of employment with no interest due unless the
payout is not paid within the sixty (60} day period.

9. Effective January 15, 2012, members, who receive lump sum payowts from sick leave and/or
other banks, will be allowed to have a portion of that payoul, up to maximum permitted by the
Intemnal Revenue Service Rules, placed into their 457 accounts.

10. The City will pay to DPOA and DPLSA attomey fees in the following amounts; DPOA -
$14,397.50, DPLSA $8,000.00* (*Amount subject 1o change pending final Transcript cost).
Payment will be made within 90 days after ratification of this Agreement and after all required
documentation has been received and approved by the City.

11. This Agreement shall remain in effect even if a Consent Agreement is implemented pursuant to

Public Act 4 or if an Emergency Manager is appointed.

12. The signatories for the City of Detroit, DPLSA, DPCA, and the DPCOA state explicitly and
unequivocally that they have the authority to make the foregoing representations on behalf of

their respective organizations and that they have the authority to bind their organizations (o this
Agreement.

P.:mck Aq /HR Dffcctor, City of Detroit ﬁac!

"/ ‘T’/ -

Cﬂnl; Brown, COQ, City of Detroit Date

Page 10 of 12
000141931\000111320200

13-53846-swr Doc 1162 Filed 10/11/13 Entered 10/11/13 15:59:45 Page ﬁﬁﬂﬁéﬂ@a%m



EXHIBIT C

Targeted Savings Goals for Payment of Performance Bonus
Bonus is dependent vpon total savings

Ttems #4 - #9
DPLSA
#4  Off Duty Court Appearance $4,175,349.00
#5 Suspension of Educational Reimbursement $ 10,500.00
#6 Overlime % 239.803.00
#7 Holiday Pay ¥ 827485.00
#8 Suspension of Wage Differential $ 115770.00
#9 Bonus Vacatien Days $ 964,460.00
Total $6,333,367.00
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EXHIBIT D

ILLUSTRATIVE RATES METHODOLOGY

Each year beginning April 1% illustrative rates will be developed and utilized for the purpose
of determining the employees and employer share of plan costs for the plan year that begins
on July 1 and ends June 30" of the following year. The parties agree that the accuracy of the
illustrative rates used to determine the cost sharing formula is critical to each party and
therefore recognize the need to use actuarial best practices to develop the illustrative rates to
address the financial cost passed on the bargaining unit that may result from an inaccurate

illustrative rate. The calculation of net cost shall include, for example, amounts recouped for
RX rebates, part D subsidies and stop loss recoveries.

It is acceptable o the Union that actuarial standard practices will be used to develop
illustrative rates per rate category for cach plan {or the calendar year.

o For the purpose of rate setting it is acceptable to the Union that BCBSMI “Option 17, pricing
be the same for all bargaining units offered that plan.

For the purpose of establishing the employee contribution for COPS Trust enrollees, the City
will calculate “BCBSMI Optionl” illustrative rates. The City will determine its contribution
based upon the 80% of the budgeted cost on or about April 1®. The illustrative rates will be
based upon the most recent 12 months of costs for the plan year adjusted to an incurred basis,
trended forward for the plan year, and with the inclusion of administrative expenses and/or
other plans fees. The new rates and employee contributions will be effective beginning cach
July 1*. The City will deduct its Option 1 contribution amount from the rates offered by
COPS Trust to determine the employees’ contribution for the COPS Trust plan.

The City will annually identify the actual plan cost variance by comparing the budgeted plan
cost for the calendar year to the actual plan cost incurred for the same calendar year. I the
actual plan cost exceeds the budgeted pian cost by more than 2.5% then the plan participants
enrolled in COPS Trust will receive a credit equal to 20% of the actual cost variance over
2.5% which shal! be applied towards their next year employee contribution credited equally
in each pay period. If the actual plan cost is less than the budgeted plan cost by 2.5% or
more then the plan participants enrolled in BCBS Option 1 will receive a credit equal 1o 20%
of the actual cost variance under 2.5% which shall be applied towards their next year
employce contribution credited equally in esch pay period.

» All employee bi-weekly contributions will be determined by calculating the monthly

employee contribution amount as described and multiplying that monthly amount by 12 and
dividing by 26.

o The illustrative rates for the self-funded plan(s) will be developed independently from the
rates for any fuily-insured plans. The City will provide and, upon request, review with the
union all rates for the new rating period (self-funded and fully-insured) at the same time.
The rates will remain unchanged throughout the rating period unless mutually agreed upon.
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From: Bifl Nowling [NowlingB@delroilmi.gov|

Sent: Monday, July 08, 2013 2:28 PM

To: Greq Tedder, Holyfield, Jeff (GOV), Wurfel, Sara (GOV)

Cc: Shani Penn

Subject: ORAFT Comms Planning and Proposed Roll Qut

Attachments: Chapler 9 Comms Document Checklist July 1, 2013.docx; Chapter 9 Messages - July 1,

2013.docx; Copy of Ch 9 Camms Rollout July 4, 2013 xlIsx

All,

Attached are three files for your review. These are DRAFT documents and are not ready for review beyond staff level at
this time.

Bill Nowling
Office of Emergency Manager Kevyn Orr
Mayor's Office
2 Woodward Ave., Suite 1126
Detroit, MI 48226
{0) 313-628-0950
(M) 313-310-2484
linab@detroitri

SOM20010097
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From: Dillon, Andy (Treasury)

Sent: Tuesday, July 09, 2013 11:35 PM

To: Snyder, Rick (GOV), Muchmore, Dennis (GOV), Baird, Richard (GOV)

Ce: Tedder, Greg (GOV); Saxton, Thomas (Treasury); Stibitz, Brom (Treasury)
Subiject: Detroit

Governor,

Kevyn will meet with the Detroit Pensions tomorrow after all. There will be no exchange of
documents. The premise is that what is discussed shall remain confidential, but I don't
expect that to happen. The main focus will be to explain how he has come to the underfunded
number he reported to the creditors. He will not translate that into an impact on retirees
or employees' vested rights or what share of monies available to unsecured creditors would go
to the pension plans. Because pensions have such a long life there are a lot of creative
aptions we can explore to address how they will be treated in a restructuring.

On Thursday, we expect to receive fimancials that will help us better understand the
potential negative impact on pensions and what optilons may be available to us to avoid them.

Tomorrow's meeting could lead to questions directed to you about your view on this topic. In
my view, its too early in the process toc respond to hypothetical questions. We remain in
many ways at the informational stage. T have some thoughts as to how you could address scme
pointed questions if you are interested in hearing them.

Repards,

Andy

Sent from my iPad

S0OM20010234
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To: Snyder, Rick (GOV)[snyderri 1@michigan.gov]; 'emmittb@michigan.gov'{emmitlb@michigan.gov];
‘Dillon, Andy (Treasury){DillonAZ@michigan.gov]; Tedderg@Michigan.gov[ Tedderg@Michigan gov]

Cc: ‘ortk@detroitmi.govlorrk@detroitmi.gov}; David G. Heiman[dgheiman@JonesDay.com}

From: Buckfire, Ken

Sent: Wed 7/17/2013 1:14:37 PM

Subject  Forbearance Agreement with Swap Counterparties - City of Detroit

Gentlemen:

Yesterday, 16 July, The City of Detroit executed a Forbearance Agreement with Bank
America Merrill Lynch and UBS, its swap counterparties. This was an important
development for the following reasons:

1.  Demonstrates the City's ability to negotiate in good faith with important creditors
and achieve a mutually satisfactory result.

2.  The City has been in default to the swap counterparties. This agreement provides
that BAML and UBS will forbear from pursuing remedies. These remedies include
blocking the City’s access to taxes on gaming revenues (approximately $180 million per
year) or demanding the immediate payment of the present value of the swaps (between
$280 and $340 million).

3. The City now has the option of redeeming the swaps at 75% of present value until
31 October 2013. This would result in the City saving between $70 and $85 million.
Please note that the City stipulated in the 14 June 2013 plan that it is valuing its secured
debt (ie., secured by revenue pledges) at 100%. Therefore, redeeming the swaps
(secured by gaming tax revenues) at a substantial discount is real savings for the City.

4,  The swaps were intended to hedge interest rate risk associated with the Pension

Certfficates of Participation. The Forbearance Agreement should reduce the cost (both
in dollars and time) of potential litigation associated with these transactions.

Miller Buckfire and Jones Day are available at any time to discuss this Agreement and
answer any questions. | hope you find this brief note helpful as you consider the overall
situation.

Respectfully,
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Ken

Kenneth A. Buckfire

President

Miller Buckfire | A Stifel Company

Direct: +1.212.895.1803 | Fax: +1.212.895.1850

E-mail: ken buckfire@millerbuckfire.com | www.millerbuckfire.com
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601 Lexington Avenue, 22nd Floor | New York, NY 10022

Disclaimer: The informatlon contalned in this emall message Is Intended only for the use of the individual or entity named above. if
the reader of this message is not the inlended recipient, or the employee or agent responsible 1o deliver itto the intended recipient,
you are hereby notified that any dissemination. distribution, or copying of this communication is strictly prohibited. If you have
received this communicalion in error, please nolify us and destroy the original message, Thank you
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