CONFIDENTIAL DRAFT OF 3/29/. 8

MICHIGAN DEPARTMENT OF TREASURY
FINANCIAL STABILITY AGREEMENT

WHEREAS, the City of Detroit (the “City”), like many industrial cities throughout
the United States, haé experienced a prolonged period of.economic change stretching
over several decades which has eroded the quality of life of the Ci(y‘sl res_idenls and
businesses; and .

: WHEREAS, tﬁel éity currently 3 daunting 5 srized by
i and deficit conditions, (aggmvated by the

.and sy ic fiscal i

: =5,
deterioration in revenues received from property taxes, income (axes, interest eamings,

resulllng from the recent senous

utilty rev and inte |
recession In the U. S and Mnchlgan economies; by lhe growth in Ihe City's Iegacy oosts :
ooncurrently with thie City's dlmmlshed ablhty to carry such eosls and by the dlfrcultly In

so as lo bnng shod term and Iong lerm

rapidly restructuri (he City's «
expenditures in fine with curent and projected revenues; and
WHEREAS, a financlally stable and vibrant City is imponanf asa c;taiy.st fo“hé

State of M!::hfgan‘s wafa]l image and 'sumess In economic develuprne’nt,‘business

attractiveness, quality of life, and a host ofolher factors; and
WHEREAS fundamentally changing the Cuy 's current tra]edory can restore the
quallty of llfe which families, businesses and vlsltors have a right to expect and enjoy;
and
WHEREAS, the City, through the Mayor and City Coundil, seeks to pursue this
long-term vision by achieving, first, financial stability for the City, and, second, a
sustainable and stabie platform for growth ensuring the City's financial integrity in a

manner that enables the City to grow, prosper and thrive; and
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MICHIGAN DEPARTNMENT OF TREASURY

WHEREAS, the People of the State of Michigan have required the establishment

of the Department of Treasury as a principal department of state government under
Section 3 of Article V of the State Constitution of 1963 (the “Treasury Department') and
provided that the State Treasurer, a constitutional officer appointed by the’ Governor
with the advice and consent of the Michigan Senate (the "State Treasurer”), shall serve
as the head of the Department, which is vested with responsibilities related to local

govemment finance, budgeting and administration under state law; and

WHEREAS, the Cily is a political ivision™of the State of d
as a body corpdrate under Act 279, Public Aots of Michigan, 1909, as amended, the

Home Rule City Act (“Act 279"), with the People of Detroit having'crea[ed and provided

for their inuing control of the munici of the City by adopting a Home

Rule Charter of the City of Detroit (the “Charter’), and the People of the State of
il home rule power to the City through the State

Constitution of 1963, subject to the limitations on the exercise of that power contained in
the Constitution or the Charter, or imposed by statute; )

WHEREAS, the ;I'reasury Depamnent desires to undertake ju-inlly with the City
efforts for the beﬂe’vm?en( of the residénts of the City and the State of Michigan (the
“State") as a whole; and : N

'WHEREAS, the Cily and the Treasury Department seek to cooperate in
achieving the objective of a revilalfzed City througlh the adoption of this Financia!l

Stability Agreement (this "Agreement"); and
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MICHIGAN DEPARTMENT OF TREASURY

WHEREAS, as a commitment to the long-term cooperative process established

in this Agreement, the Mayor and the City Council desire to authorize and perform
certain initial restructuring actions detailed herein with the Tréasury Department; and

WHEREAS, the City is in need of specific and targeted operational and technical

support and consultation in such areas as information  technology, payroll and

ing, internal controls, data management

financial ing and rep
and analytics, enterprise application implementation, actuarial analysis and benefits

managemenl, State and federal grant management, revenue development and other

areas; and,

WHEREAS, this Agreement contains the terms and conditions authorize a
the City's

.cooperalive undertaking béMeen public ic s for
operallons and tad(hng the City's sysiemlc issues and accumulaled deficit with the
goals of (i) ensuring that the City remains a safe and secure envxronment where
residents and visitors can livé and work, (ii) promoting the delivery of quality, efficient,
and, effecilve pubhc serwces to residents and buslnesses and (iii) creating a civic
culiure and envlronment that attracts as well as retains investment, busmesses jobs
and new resldents to the Clw and the State; and

WHEREAS Eppmval of this Agreement is intended fo reaffirm the role of the
under the Charter in the development of the

Cily's ive and
strategy, policies and long-term vision of.a revitalized City; and

_WHEREAS, under this Agreement the City and the Treasury Depariment agree
to jointly exercise powers refating to public finance, budgeting, and administration that
they 'share in common and that each may exercise separately, including, but not limited
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lo, the powers, privileges and authorities of the Treasury Department to protect the
credit of the State and municipalities in the State, and to aid, advise and consult with the
municipalities with respect to fiscal questions and certain other matters under Act 34,
Rublic Acts of Michigan, 2001, as amended, the Revised Municipal Finance Act (“Act
34"), and to require local units of government to agree to plans to correct deficit
conditions under Act 140, Public Acts :of Michigan, 1971, as amended, the Glenn Steil
State Revenue Sharing Act of 1971 (‘Act 1407); and under other applicable law, and the
power and authority of the City un,der- Act 34 and Act 140 in respect.of the foregoing,
and the oomprehelnsive home rule and other powers, privileges and authority of the City
to enler into contracts on matters of municipal coricemn including, but not limited -|g.
under Act 279, the Charter, and other gppliu?ble law. .

WHEREAS, under Act 14Q the City previously has submitted to the Treasury
Departrent a “financial plap' (;_omeu‘mes (efgrred to as a “deficit elimination plan"}
within the meaning of Act 140; and

WHEREAS, this Agreement sh:ill update, supplement and restate the City's
deficit elimination plan currently. on file with the:Treasury Department, as the same may
be modified from time to time, and constitutes the City’s request that the Trea;ury
Department assist and cooperate with the_ City in lﬁe joint formuiation of the financial
plan to correct the City's deficit condition.

NOW, THEREFORE, the parties hereby agree asset forth below. Without
limiting the foregoing, the Cily.-through its Mayor (the holder of such office at any given
time, the "Mavyor") and thé City Council of the City of Detroit (the holders of such offices,

collectively, at any given time, the “City Council), hereby agree and promise to
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undertake the steps outlined in this Agreement in consideration of and refiance upon: (i)

maintaining existing

subject to the terms of this Ag 1, the Treasury D
discretionary stale revenue sharing initiatives and agreements under Act 140;
(ii) subject to the terms of. this Agreement, the Cily's continuing ability to issue new
municipal securilies with appropriate approvals under Act 34 until such time as the City
achieves "qualified status™ thereunder or b;hemise: (iii} subject to the terms of this

Agreement, Vthe City's ébilily to obtain additional financing pursuant to Act 2543, Public
Municipal Loan Act (“Act 243

Acts .of Michi 1980, as an d, the
with appropriate-approvals; and (iv) the other agreements and commitments made

herein by and on behalf of the Treasury Department.

& FINANCIAL ADVISORY BOARD
" 1.1.  Establishm ent-and Purose. !

(a)  Pursuant to this Agreement and appllcable law, a ﬂnanclal adwsory board

((he"Flnanclal Advnsorv Board") shall be to ini ”and

execute thls Agreement The Fnanclal Adwsory Board shall be a public body polmc
and an intergovernmental enmy that is nenther a commission, board or council of the
City nor a commission, board or council of the State.

() The paities agree that the City is in need of specific and targeted
operational and technical support and consultation in such areas as information

and ing, intemal

technology, payroll and ing, financial pi D

controls, data and ytics,

actuarial analysis and benefits management, State and federal grant management,

revenue assessment and forecasting, and other areas the City may identify from time to
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time (the "Support Subjects”). In response to those needs, the Financial Advisory
Board is charged with: (a)consuiting with and assisting the City regarding
implementation of systems and improvements in the Support Subjects; (b) monitoring
and reporting upon the City's. ongoing financial performance; (c) making
recommendations to and assisting the City with the City's Jpreparation, implementation
and execution of an annual Triennial Budget and General Approprations Act (as
-described in Section 3.7 of this Agreement, the "Trennial Budget"), which shall include
the City's annual Budget (defined be]ow); (d) assisting the City in achieving Financial

Stability (defined below); () monitoring compliance with this Agreement; and (f) taking

actions and pursuing for nc oli L with this as provided in

this Agreement. o

1.2. Composition.- The Financial Advisory Board st‘lall be composed of nine
members, each of whom shall possess professional quaiifications' in the Support
Subjects and character suitable for the rendering of well-informed judgments within the

context of highly complex transactions. The initial Financial Advisory Board shall be

by the of the State of:Michigan (the holder of such office at any
given ﬁmé, the "Govemor"), the Mayor, the.Cily Council, and the State Treasurer (for
purposes of this Section 1.2, each respectively an “Appointing Entity”) as follows:
(a)  Three indivi i by the
(b)  Two individuals appointed by the Mayor;

(¢)  Two individuals appointed by the City Council;

(d) One individual i jointly by the and the Mayor and
subject to confirmation by the City Councit; and

{e)  One individual appointed by the State Treasurer.
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Each member of the Financial-Advisory Board (any such member, a "Member") shall

with either (a) jisti icipal financial

possess at least ten years' exp

transactions, (b) Support Subjects in the context of distress and transition environments,
(o) complex, multi-dimensional govemmental restructurings, (d) governmental labor

relafions, health care benefits andfor pension matters, or (e) local govemnment

t units having i e of $250 million or

with g

more. Prior to appointment of an individual as a Member, the Appointing Entity shafl

requeél i that the indivi the qualification:

required undér this Section 1.2 from the Michigan Association of Certified Public

orthe Finarice Officers Association.

Members shall not be officers or employees of the City or the State or a member
of the City Counclil. The terms of all Members shalf be threée years, provided that of the
(@) of the Me identified in Section 1.2(a), one shall be

initially appoi
appointed for an initial 24-month term and one shall be appointed for ar initjal 12-month
term; (b) of the Members idéntified in Sectlion 1.2(b), one shall be appointed for an initial
24-month term; (c)‘of l_hevIMembers'idenn'ﬁaiH in Section 1.2(c), one shall be appointed
for an initial 12-§i|c(|lh term; and (ﬂ} the Membér identified in Section i.2(d) shall be
appointed for an initial 12-month term; and provided further that one of the Members
identified in Section 1.2(b) and the Member identified in Section 1.2(e) shall be

appointed to and serve at the will of the respective Appointing Entity (the At
shall be made in

Members”). After the initial appoi ppoi
the same manner as the original appointment. Vacancies shall be filled by the

Appointing Entity for the balance of the unexpired term. Excepting the At-Will Members,
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Members may only be removed by the respective Appointing Entity for Cause (defined

below). °Cause” means misfeasance, malfeasance, gross neglect of duty, comupt

conduct in office, pleading to or conviction of a felony, or prolonged absence. Upon the
formation of the Financial Advisory Board and thereafter, the Governor and the Mayor
shall jointly designate a Member to serve as the Chair of the Financial Advisory Board
(the “Board Chair"). The Board Chair shall serve as _shm officer at the will ‘of the

Govemor and the Mayor.
13 C ion; Ethical Ry i shall be entitled to annual

compensalion in the amount of $25,000.00 (such '_oompensa_lion, ‘the "Annual
Compensation") during their terms of sérvice, provided fhat (a) such Annual
Compensation shall-be payable in four equal installments on a quarterly basis and (b} )
such Arir‘mal Compensation shall be prorated as net‘:ﬁsary in the event that a Member
servés less than a full quarter anr any reason, All Méembers shall be entitied to

it of actual, 2 & y and documented expenses in

1ce with i : dn force for Slgie employees and appointees
(including, but not limited to, expgenses‘ }elaled to travel, meals and lodging) incurred in
conriection with thelr service as Members of the ananci_al Advisory Board (such
expenses, the "Reimbursable Expenses"). The City shall be responsible for the
payn';ent of all Annual Compensation and Reimbursable Expenses incurred by
Members, provided that neither the State, the City, the Treasury Depart!'nent nor an’y‘
other entity shall be responsible for the payment of any Reimbursable Expense that is
not evidenced by a copy of the correspoﬁding receip.t. All Members shall be subject to

the provisions of Act 196, Public Acts of Michigan, 1973, as amended, pertaining to
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standards of conduct for public officers and employees and to the International City

Managers Association Code of Ethics.

14
(@)

(b)

@©
(@

15

Board Organizational Matters. The Financial Advisory Board may:

Adopt ruies of procedure goveming the conduct of its business; including,
but not limited to, the (i) identification of the responsibilities of the Board
Chair (which will include the role of chairing Revenue Conferences

. (defined below)), (i) appointment of its officers as necessary and

appropriate and (ifi) adoption of speclrc prooedures govemlng the Board's
of its purposes il in this
Hire, employ, appoint and/or supervise professional staff to assist in the
completion of its duties and to assist State and local officials. The City
shall be responsible for the payment of all reasonable fees and expenses
incurred by the Financial Advisory Board in connection with such
professionals’ services up to an annual maximum of not more than
$1,000,000.00 or such other amount as shall be agréed to by the City and
the Treasury Department, with 50% of-all such payments by. the City to be
(i) reimbursed by the Treasury Department no later than the earlier of (a)
45 days after the “submission by thé¢ City of an invoice for such
reimbursement to the Treasury Department or (b) the close of the same
State fiscal year in which such payments dre made and (ji) incorporated
in the Budget (deﬁned below).
Enter into con!mcs to assist in the oomplehan of its duties and sue and be
sued in its own name.
Obtain appropriate levels of i for its ingluding director
and officer insurance or its equivalent. The Treasury Department shall be
responsible for the payment .of all and
incuired by the Flnanual Advfsery ‘Board in eannecmn with such
insurance. .
Board-Authorily. Consistent with this ¢ and i Iaw, the

Financial Advisory Board shall have authority to do all of the following:
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(a)

(b)

R mend financial and lional metrics by which the City's financial
performance and operations shall be monitored and evaluated consistent
with best for local entities.

Monitor the City’s financial and operational performance and the timely
1mplememanon of the Triennial Budget consistent with the terms of this

and i advise the , the Mayor, and the City
Councll of the Board's concluslons Reports of the Financial Advisory
Board under this ion shall be made ilable to the public.
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Evaluate the City's existing debt structure and recommend means of
achieving raling and credit improvemenls; and, from and after JuIy 20,
2012, receive from the Mayor, and review, assist, and advise prior to
submission to City Council by the Mayor, (i) any material capital markets
involving new or existing -swaps)
proposed to be entered into by the City (including, but not limited to, any
proposed exchange offers), and (i) any proposed changes to the City's
debt structure or restructuring of the City's outstanding debt; and assist,
advise and provide technical support to the City in respect to ratings
i and other p to third-party capital . markets

participants.
With respect to debt i ing leases, i

:contracts and other financial |nslruments or securities which are not

otherwise subject to Treasury Department approval urder Act 34, review
and approve or disapprove the issuance of such instruments.
Provide assistance, advice and technical support to the City in respect of
the Support Subjects and in the preparation of the City’s arinual proposed
operating and capital budgets (any such budget a “Budget’) and the
Triennial Budget. The Budget shall be prepared on a conslstent basis with
the Triennial BudgeL
As part of thé Revenue Estimation process urider Sections 3.1-and 3.2 of *
znd Annex c In this Agreement, ‘review - and. approve the Revenue
any Set-Aside (defined below) for deficit reduction or
budget stabilization, to be included ir in the Budgét fo be prepared by the
Mayor,
Review, assist, advise and comment 1o !he Mayor and City Councll on the
financial impact of (i) any an!
material contracts to. whlch the City is party (Induﬂmg, but not limited to,

- the Support Subjects), (i) any proposed sale of any materfal asset of the

City, and (iii) any other proposed action by the Cily that could have a
material impact on the financial condition of the City. .
Receive from the Mayor or City Council, and review, assist, advise and
make recnmmendahons regardmg any plan or proposed transaction
related to the consoli or ion .of City departments,

incliding with respect to’ the impact of such transacuons on the Triennial
Budget.

Receive from the Mayor or C|ty Council, and review, assist, advise and
make P! changes to the organizational
structure of the City involving any positions appointed by or that report
directly to the Mayor or City Council-

Receive from the Mayor, and review, evaluate, analyze and comment on
proposed judgment levies before submission to a court pursuant to Public
Act 236 of 1961, the Revised Judicature Act of 1961.
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(k) Monitor the performance by the City and the Treasury Department of
compliance with this Agreement.
[(] Take remedial steps set forth in Section 6.3 of this Agreement in the event
of a determination by the Board of a material breach of this Agreement
under Section 6.2 of this Agreement; supervlse the Program Management
Director's” (defined below) actions in the event of a Reform Default
(defined below) as provided in Section 6.4 of this Agreement; and exercise
the authority assigned to it by the Mayor and the Cily Council to take
certain additianal actions under this Agreemenl in the event of a material
breach of this Agreement.
Consent to the approval of City settlements of claims as provided in
Section 5.1 of this Agreement.
B Apemve of all City contracts having a value of more than $250,000.00

(m)

)

1.6 Quorum and Voting. A majority of the members of the Financiai Advisory
Board éppointed and.serving shall constitute quorum. Except as otherwise provided in
this Agreement, If a quorum is present at a meeting of the Financial Adviséry Board, the
Financial Advisory Boarﬂ ‘may &ct by a majority vote of iﬁ- Members present and voting,
except that a declaration of a’ default under Section 6.2 ’of fhi§ Agreement or of a
Reform Default under Section 6.4 of this Agreement shall require a majority vote of all
Members then in office. -

A.7 . Meelings. The Fln;nclal Advisory Bc’:‘an"qﬂsha,lj be subject to and comply
with Act 267, Public Acts of Michigan, i'976, as ameﬂdga, Ihé Open I}{Ieetinﬁs Act.

1.8. Pmcurer;lsnt. The Financial Advisory Board shall adopt rules and/or
its practi As an Vi | entity, the

Financial Advisory Board is not subject fo City rules andfor regulations govering

to pre by State

procurement activities or

or agencies.

2-29-12 -11-
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1.9.  Taxes and Incurring Debt. The Financial Advisory Board is not authorized

under- this Agreement to levy any type of tax within the boundaries of the City or to in
any way indebt the City, the Treasury Department, or. the State except as olherwise

expressly authorized in this Agreerment.

2, THE MAYOR AND CITY COUNCIL

21 PMm and Authorily. The Mayor and the City Council shall continue to
exercise all such powers, privileges and authorities as are granted to eacl:: under the
Charter and-applicable law. The Mayor and the City Council each have determinéd. in
the exerclse of their discretion and in furtherance of the joint exercise of power and

cooperative undertaking detailed in this Agreement, to restrain their respective exercise

of their powers, privileges and ities in certain ci s as provided in this

Agreement.

22 _Chief.l; ancial Officer. -

(a)  Within 7 days after the effective date of this Agreement, the Mayor shall
create the position of Chief Finaricial Officer as a group executive withln the executive
office of the Mayor. The Chief Financial Officer shall supervise all finance and budget

- activities of the City. shall report‘- directly to the Mayor, and shall be physically housed in
the executive office of therMayur. The Chief Financial Officer shall directly assist the
Chief Operating Officer, the Program Management Director-and other Direclors, senior
executive staff and financial staff on all stralegic and factical matters as they relate to

financial mar financial i cost benefit analysis,

budget

forecasting needs, the securing of new funding, and adherence to the Budget and the

Triennial Budget. The Chief Financial Officer shall be responsible for completing a
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comprehensive examination of the Budget in order to improve services and promote
efficiency. The Directors of the Budget Depariment and the Finance Department shall
report directly to the Chief Financial Officer. The Chief Financial Officer shall be treated
as a “Director” for purposes of Sec. 5-103 of the Charter provided that the Chief
Financial Officer shall be appointed for a term of 5 years and shgl_l be removed by the
Mayor only for Cause. Removal shall be subject to the consent of the City Council and
the Financial Advisory Board, in each case acting by a majority vote of the members
then elected or appointéd and serving.
(b) - Notmore than 30 days after the ;:realion of the position of Chief Financial
Officer, the Mayor shall appoint a Chief Flnancia! Officer from a fist of not less than 3

candidates agreed to between the Mayor and thé’ Govemnor. *:Candidates shall have

substantial 'expérience with at least 1 of the followirig disciplines: (a) sophls(iwted
munlvcipal financial transéctions, (b) Support Subjects in'the context of distress and
(rénsmon:eh‘vlrbnrf\en!s,‘ (c) complex, multi-dimensional governmehtal reslmctuﬁnés; (d)
govemmental labor relations, health &afe benefits and/or penslon matters, and (e) local
govemnment management with government uni@é having aggregated revenues of $250
million or more. l‘n"(hg event of a vacancy in the office of Chief Financial Officer, the
Mayor immédialely sh'aii a'ppolnt an interim Chisf Financial Officer with substantially the
same qualifications as required by this Section 2.2(b) for the Chief Financial Officer.
‘Within 60 days of the occuirence of the vacancy, the Mayor shall appoint a successor
Chief Financial Officer from a list of 3 candidates agreed to betweeh the Mayor and the ,

Governor as set forth above. The Chief Financial Officer from time to time may propose

amendments to the projects, priorities and timing set forth on Annex B to the Mayor, the
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City Council and the Financial Advisory Board for consideration, with notice to the
Treasury Department. The Chief Financial Officer’s compensation shall be agreed to
between the Mayor and.the Stale Treasurer, and the City Council shall approve such
amendments to .the City's 2011-2012 Official Compensation Schedule (the “White
Book") as necessary lo reflect the agreed-to compensation.

2.3 Program Management Office; Direclor.

(8)  Within 7 days after the effective date of this Agreement, the Ma’yor shall ’
create the Program Management Office within the executive office of the Mayor, headed
by the po;ltion of Program .Management Director as a group ‘executive. The Program

Office shall implen the Reform Program (défined befow) projects set

forth on Annex B, as amended and updated from time fo time (the Befnrm {nltlatlves
and each a "Reform Inifiative®). The Progrant Management Director shall report d|recﬂy
to thé Mayor, and-shall be physlcally; housed in the execunye office of the Mayor. The
Program Management Director shall supervise each Reform Initiative and shall have

and

primary ibility: for des € pi
‘each Reform Initiative, including acting in the place and stead of the Mayor and the City
pounéil with respect to a Reform Initiative in the event that the Financial Advisory Board
finds a Reform Default of this Agreement in respect of(a Reform Initiative, as provideq in
and subject toéection 6.4 of this Agreement. The Program Management Director shall
coordinate implementation of the Reform Initiatives and shall coordinate with the Chief
Operating Officer and the Chief Financial Officer to minimize disruptions in City services
resulting from the Reforn Initiatives. The Program Management Director from time to

time may propose amendments to the projects set forth on Annex B to the Mayor, the
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City Council and the Financial Advisory Board for consideration, with notice to the
Treasury Department.

(b) Not more than 30 days of lhe crealion of the position.of Program
Management Diréctor, the Mayor shall appoint a Program Management Director from a
list of not less than 3 candidates agreed 1o between the Mayor and the Govemor.
Candidates shall have not less than fifteen years' experience with 1 or more of
(a) Su;ppor! Subjects in the context of distress and transition environments, (b) complex,

or (c) local govemment management

nulti restr

idated of $250 million or more. The

with units having
Programn Managefment Director sh?ll directly assist the Chief Operating Officer, the
Chief Financial Officer and other Directors and senior executive staff, and shall be
treated as a “"Director” for purposes of Sec. 5-103 of the Charter provided that the
Program Management Director shall be appointed for a tem of 5 );@ars and shall be
removed byxﬂ{e Mayor only for Cause. ;?emoval shall be éubjed to the consent of the
City Council»a_r{d the Financial Advisory Board, in eaqt} case gcting b); a malority vote of
{, the‘ members then elected or appointed and serving. in lh‘g.é;v‘ent of':é;vacanw in the
office of Program Managément Director, the Mayor, within 60 days vof the occurrence of
the vacancy, shall appoint a successor Program Management Directlolf frqm a list of not
less than 3 candidates agreed to between the Mayor and the Govemor. The Program

shall be agreed to between the Mayor and the

Director's
State Treasurer, and the City Council shall approve such amendments to the White

Book as necessary to reflect the agreed-to compensation.

2.20-12
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(c)  The Program Management Director shall make periodic reports to the City
Council, no less often than monthly, in respect of the Reform Initiatives.
24  Implementation of Phase | Reform. .
(a) The City desires to implement a number of actions in fiscal years 2012 and
2013 including, but not limited to, the development and implementation of plans related

to the implementation of the City's *Operational Reform Program" attached hereto as

Annex B (the' *Phase | Reform’). The Mayor andfor City Council may make

modifications to Annex B from time to time which may be required to efficiently

accomplish the Reform Progrgm (defined below) with the approval of the Financial

Advisory Board; and shall make modifications to Annex B if 5o directed by the Financial
x Advisory Board.

(b) By approval of this Agreement, the City Council has approved of the
'Operalicnal Reform Program” attached hereto ds Annex B and authorized its
implementation. The City Council shall make such olher changes in ordlnances and
resolutions and coordinate its staﬁ as may be necessary or convenient to fully
implement Annex B asl contemplated by this Agreement, as well as approve ;J“]ef
actions consistent with the Reform Program.

2.5, Support of Phase I Reform. Coop ing with the City, the Treasury

Department, in addition to the supportive activities of the Treasury Department and the
State described in Annex E, will undertake the following actions in support of the Phase

| Reform aclions taken by the City under Sec. 2.4:

(a) Cash slabilization transaction: The Treasury Department will assist with

structuring and will grant relevant approvals for the City to complete a
refinancing or refinancings of certain of the Cily's outstanding

-16-
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indebtedness so as to provide liquidity prior to April 1, 2012. The
anticipated aggregate size of the refinancing(s) is approximately $137
million, of which approximately $33 million will be used lo refinance
existing debt, and approximately $104 million will be placed in an escrow
account and used to pay for costs of the Reform Program and for City
operaling expenses. Draws from the escrow account shall be as and
when approved by the State Treasurer in the State Treasurer's discretion.

Technical and financial assistance: The Treasury Department shall
provide the City with technical assistance (which may include -in-kind

financial assistance) and support fo the City in rapidly nmplemennng the
following information technology projects: N

{1) Completion of a payroll system upgrade.

(2) Integration of ‘budgeting, accounting and financial reporting
systems. .

(3) Implementation of a new grants management system.

Income tax collection: The Treasury Department will assist the City in
maximizing ?avenues oolreried under the City income tax. This will include

g, enhance. and
improve collections. The Traasury Department will assist the Ciy in
preparation of draft Jegislation to require withholding of City Income Taxes'
for City residents working outside the City. Additionally, the Treasury
Department. will explore the pDSSlbllIly of enabling the collection and

. distribution of the Clty income tax in -conjunction with the collection, and
distribution of the State income tax. A )

Leglslauve asslstanoe The parties agree that legislation may be required
to give the "City the tools to achieve .part.of its-Section 2.4 (Phase. |

Reform) objectrves mcludmg, but not limited to legisiation:

(1) Enabling PLD changes;

(2)  Enabling Bus Rapid Transit legislation;

(3)  If determined appropriate by the Financial Advisory Board, enabling
the long-term funding of unfunded pension and other post-
employment benefit liabilities.

The Treasury Department agrees to drafl and present to the Govemor for

on to the L measure under

Sectlon 17 of Article V of the State Consmulvon of 1963 such Ieglslanon as

the City and State agree is 'y Of approp. to enable
the City to achieve its Phase | Reform objectives

7=
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2.6 Implementation of Phase || Reform—Following Actions. Consistent with
Mayor's and City Council’s development of the strategy, policies and long-term vision of
a revitalized City and to preserve financial integrity, following the implementation of the
Phase I Reform actions detailed in Section 2.4, the City intends to implement a number

of additional actions (the “Phase I! Reform"), including, but not limited " fo, the

development and implementation of plans related to (a) the further. consolidation,

p or elimination of City (b) grants ing, {c)
property management review, and (d) the n ion of "best with
respect to the City's pension and other post- benefits in con: ion with

the Financial Advisory Board anid In furtherance of the long-teim vision, (The Phase [

Reform and the Phase [l Refom1 are referred to collectwely in ﬂns Agreement as Ohe

“Reform Program ")

2.7 Support of‘E_hase # Reform. Cooperating with the City, the Treasury
Depariment, in addition fo the syppof(_ive activities of the.Treasury Department and the
State described in Annex E, will undertake the following actions Ir_1 support of the City's
Phase li Reform actions taken L‘lndar Sec. 2.6

(@) Ledislative assistance: The parties agree that legisfation may be required
to give the City the tools to” achieve pait of its Section 2.6 (Phase I
Reform) objectives, including but not limited to legislation enabling gréater
intergovemmental cooperation, The: Tredsury Department agrees to draft
and present to the for tion to the Leg as a
recommend. ‘méasure * under Section 17 of Atticle V of the State
Constitution of 1963 such legislation as the .City and State reasonably
agreé is necessary or appropriate to enable the Cily to achleve its Phase
Il Reform objectives.

(b)  Health plan, pension and other EnstuemElcymem benefits: The Treasury
Department agrees to work cooperalively with the City in formulating
options for statewide medical plan designs, reliree health care, pension,
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and other post-employment benefits funding management and
consolidation o achieve ini ive simplicity and i

(c)  Demoliion of structures: The Treasury Department will provide technical
assistance and support to the City in pursuing and administering federal
grant funds to pay for the demolition of abahdoned structures.

(d) = Real estate management: The Treasury Department will provide technical
assistance and support in respect of the Cily’s real estate managemerit
efforts to the extent reasonably requested by the City.

" 2.8 Reporting Requirements.

In’addition to any other reporting requirements herein, the Chief Financial

of scale.

(@
Officer shall periodically (and not less than monthly) update the Mayor, the City Council,
the Financial Advisory Board and the Treasury Department reg’ardlng' (a) the City's
financial performance in-respect of the financial and operational metrics recommended
under Section 1.5(a) and {b) the ‘Clly's adherence to the Budget and the Triennial
Budgét. Any such updates shall be reported in writing to the Financial Advisory Board
and the Tre'aéury Department and shall be posted to the City's website.

(b) l.n addition to.any other reporting requireménts herein, the Program
Managément Director shall periodically (and not less than monthly) update the Mayor,
the City Council, the Treasury Department and the Financial Advisorijoard regarding
the stats of Reform Initiatives and completion of Annex B projects. Any such ;deal&e
shall be reported in writing to the Financial Advisory‘ Board and §hal| be posted to the
Cily's website. 7

{c)  Within 45 days of the effective date of this Agréement, and on a monthly
basis thereafter, the City shall submit to the Treasury Department a detailed I}sling of aIl‘

accounts payable in amounts of $250,000.00 or more, together with the total aggregate

amount of all accounts payable, which are more than 30 days beyond each respective
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due date. For each detailed account payable, the listing shall specify the date upon
which payment originally was due, the amount of the payment due including any
accrued interest, the name of the person, business, unit of govemment, or other entity
to which payment is due, and a proposed schedule for timely payment. The detailed
listing required by this paragraph shall:be in a format prescribed by the Treasury
Department.

(d)  Within 45 days of the effective date of this Agreement, @nd on a monthly
basis thereafter, the Cily- shall prepare and maintain a forecast of monthly. cash
derhands to meet the expenditures planned in the Budget. -The cash flow forecast,
prepared in a format acceptable to the Treasury Department, shall be updated and
submitted to the Mayor, the City Council, the Financial /_\dv[sory Board and the Treasury

Department within the first 10 days following the end of each month, A monthly repc‘rt

of actual rev and i prepared in & format to the Treasury
Department, shall be prepared and submitted to the Mayor, the Gity Council, the
Financial Advisory Board and the Treasury Department within the first 10 days following
the end of each month. .

2.9 Appropration; Limitation. The Treasury Department's obligation to :
provide financial assistance to the Reform Program under this Agreement shall at all
times be subject to the mandate under Section 17 of Article IX of the State Constitution
of 1963 that no money may be péid out of the state treasury except in pursuance of

appropriations made by law.
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FINANCIAL AND BUDGET PROCESS; REVENUE CONFERENCES;
TRIENNIAL BUDGET

3.1 Revenue Copferences; Conduct.

(a) Consistent with Section 8-213 of the Charter, the Directors of the Finance
Department, Budget Depariment, Audiior General and City Council’s Fiscal Analysis
Division shall hold a revenue estimating conference (‘Revenue Conference®) each

January and July, or such other dates as shall be determined by the Financial Advisory

in the C for the purpose of

Board or agreed to by the

estimate of to be avaitable for the then current fiscal

arriving at a
year of the Cily and the riext fiscal year beglnniflg the .foll'wwing July 1° (such estimate,
a "Revenue Esfimation”). Thé Board Chair of the Financial Advisory Board or his or her
designee and the Chief Financial Officer shall attend and participate in the revenue
estimating conference. The Board Chair of the Financial Advi‘snry Board shall set the
meeting dates of the Revenue Conference and shall preside over the Revenue
Conference or, in the absence of. thg Board Chair, the Chief Financial Officer shall

preside. The revenues under consideration shall include all general fund, solid waste
fund . es, of ies that require

fund, and risk:
a general fund subsidy, and all other revenues of the City: The parties shall also

in the

compile and consider any and all
of City agencies, departments and entities and, in conjunction with Corporation
Counsel, recommend to the Mayor, the Chief Financial Officer, the City Council and the
Financial Advisory Board the most efficient means to collect this revenue, which may
include collection procedures undertaken by the Law Department  Revenue

Conference reports shouid adhere to the reporting standards recommended by the City
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Council's Fiscal Analysis Division except as otherwise determined by the Financial

Advisory Board.

{b)  Alorin connection with a Revenue C the Revenue C:
may (a) take testimony from persons with municipal finance, budgetary, economic or
related expertise and (b) request and receive from all public officers, departments,
agencies and authorities of the City or the Treasury Deparfrent any assistance and

information necessary to arive at.a Revenue Estimation (together with all other

and

information considered by the Revenue C such i B

), the "Revenue Estirati i )5

(¢) The Revenue Estimation shall include a determination by the Revenue
Conference of the amount of revenue to.be applied to reduce any accumulated deficit

account (the “Set-Aside™). .

o, if there is no accumulated deficit, to a budget
(d)  The Revenue Estimation; including ény Se‘t«Aside, shall be reviewed and
approved by the Financial Advisory Board as provided in Section 1.5(f) and thereafter
shall be effective and binding for the, Budget period to which it applies.
(e) For purposes of the Cily's fiscal year 2013 Budget, and in lieu n-f the
foregoirig procedure, the City's Revenue Conference unc{ei- Section 8213 of the
Cha&r shall arrive at the applicable Revenue Estimation and $et—As!de; which shall be

provided to the State Treasurer for approval in lieu of approval by the Financial Advisory

Board.

3.2 Revenue Conferences: Limitation on Adjoumment. A Revenue

Conference shall not be adjourned until the Board Chair, in the Board Chair’s discretion,

determines that either (a) a regarding the Revenue Estimation based upon
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) ic and ise) has been reached or (b) sufficient

Revenue Estimation Evidence exists to allow for a Revenue Estimation, despile any
inability o reach a consensus with respect to such Revenue Estimation. A Revenue
Estimation shali set forth discrete revenue estimates from each of the Cily's major
revenue sources, in a form consistenit with Treésury Deﬁanmenl pronouncements,
including all of the following: {a) property taxes; (b) i‘ncome taxes; (cj casino gaming
taxes; (d) State revenue sharing and other State grants; (e) federal grarits; (f) licenses,
fees, and permits; (g) interest income; (h) proceeds from the-sale or Iease of any City-

from other funds; and (j} other

owned assets; (i) operating transfers or
funds if required by the Charfer. If a consensus cannot be reached with respect l_o a
Revenue Estimation within 14 days after.the beginning of the Revenue Conference, the.
R i i shall be s by the Board Chair to the State

Treasorer, who' shall d nine the including any éet—Aside, for

the upcoming Budget peridd, ] ; f
3.3 Limitation on Mavor's Budget Proposal. Except for the Transitional Period

as set forth in Section €.7(b) of tﬁis Agreeménl. the Mayor shall not develop or propose

a Budget or any amendment to a Budgét that (a) reflects revenues In excess of the

fiet of any Sef-Aside, approved by the Financial Advisory Board

for the corresponding Budget year, (b) reflects the collection of revenue from sources
not approved by the Financial Advisory Board, (c) fails to comply with the requirements
of Act 2 (as defined below) or other applicable law; or (d) incorporates payments not

approved by the Financial Advisory Board as part of the Budget.
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34  Limitation on City Council's Budget Approval. Except for the Transitional
Period as set forth in Section 6.7(b) of this Agreement, the City Council shall not

approve a Budget, any amendment to-a budget, a general appropriations ordinance or

that (a) reflects revenues in

any to a general 0
excess of the Revenue Estimation, net of any Set-Aside, approved by the Financial
Advisory Board for the comespending Budget year, (b) reflects the collection of revenue

from sources not approved by the Financial Advisory Board, (c) fails to comply with the

requirements of Act 2 or otter i law; or (d) i not
approved by the Financial Advisory Board as part of the Budget.

3.5. Budgel Proceedings and Adoption.” The Budget adopted for each fiscal
year for the City shall comply with |he following requirements:

(a) Subject to Sections 3.1 to 3.4 of this Agreement, each Budget shall I:e
prepared and , and each ons act by th
City shall be adopted, In -accordance with the provisions of Act 2, Fubllc
Acts of Michigan, 1968, as amended, the Uniform Budgeting and
Accounting Act ("Act 27), applicable provisions of the Charter, and Secs.
18-2-16 through 18-2-25 of the Detroit City Code, as amendéd from fime
o time: The milestones for arinual Budget adoption, including Revenue
Conferences, are set forth on Annex C hereto.

(b) Beginning with the first Budget adopted after the execution of this
- Agreement, the proposed Budget for each fiscal year shall be transmitted
by the Mayor to the Financial Advisory Board not later than March 29 of

each year. 5

()  During the period covered by any Budget, the Mayor shall propose such
amendments to the exlslmg Budget as are necessary (e.q., the reduction

of the adj of quarterly allotments) on a

timély basls so as to prevent an expenditure from being made for which

ble or are projected to be unavailable
(e.q., on account of a shortfall in actual revenue, “or unusual or
extraordinary expenditures) or otherwise to support the initiatives in the
Triennial Budget. No amendments or modifications proposed by the
Mayer to any prop or app! Budget or app by City Council
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shall become effective unless such amendments are consistent with the
Triennial Budget, as ceitified by the Chief Financial Officer.

Each Budget shall be designed to ensure that the City shall not end the
relevant fiscal year with an operating deficit in any fund (any such deficit,
an "Operating Deficit"), provided that, upon the recommendation of the
Financial Advisory Board, the Mayor shall have the authority to propose,
and the City Council shall have the authority to approve, Opérating
Deficits proposed in Budgets or amendments thereto in the Financial
Advisory Board’s sole discretion,

It, during a fiscal year, il appears to the Mayor, the Chief Financial Officer
or the City Councll that the actual and probable revenues from taxes and
other sources in a fund are less than the eslimated revenues, including an
avallable surplus upon which appropriations from the fund were based and
other proceeds permitted by law, and will be insufficient fo salisfy

projected expenditures, the Mayor, within, 30 .days of notification of such
revenue shorifall;, shall present to-the City Council the Chief ‘Financial
Officer's nzacmmendabuns which, Il adopted, would prevent expendltures
from exceeding available revenues for that cument fiscal  year. The
recommendalions shall include proposals for reducing appropriations from
the fund for budgetary centers in a manner that would cause the tofdl of .
appropriations to nat be gnzauar than the tofal of revised estimated
revenues of the fund, or for sary to prowde
‘revenues sufficiant to mest expendilures uf lhe fund or bolh

During the térm of this Agreement, no officer or emp!ayee of the City.shall
make or authorize any obligation or other liability (i) not authorized by the
Budget or (ii) In excess of any amount authorized in the' Budget unless
approved by the Mayor and the Financial Advisory Board,
If dunng a fiscal year the Chief Flnanc{al Officer beoomes aware of a
P financial ar of claim which, in the Chief
Fnancial Officer’s judgment, will have a-material adverse, impact on the
Budget or on Cily's long-term ability to achleve’ and maintain Financial

Slablllty, the Chief Fmsncisl Ofroer shall report the Chlef Financial
Officel ion to the Mayor, the

City Councd the Financial Adwsory Board and the Treasury Department.

Budget Reductions; Ordinance. Within 60 days of the effective date of this

Agreement, the City Council shall adopt an amendment to the Finance and Taxation

Ordinance or other appropriate provisions of the Detroit City Code providing that if the

Chief Financial Officer reports to the Mayor, or if the Council Fiscal Analysis Director

3:20.12
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reports to the City Gouncil and the Chief Financial Officer concurs, that expenditures
during a ﬁscallyear have exceeded or are likely to exceed appropriated levels, the
Mayor shall submit a proposed appropﬁalion amendment to the City Council decreasing
budgeted appropriations in amounts sufficient to avoid the deficit; and the City Council

prom{atly shall amend appropriations to avoid the deficit; and further, if the €ity Councll
d by the Mayor within 45 ddys’

fails o so amend the ialti i as pro

after the submittal of the p fatior then the req d

d by the Mayor ive. The powers and

ECﬁOnS‘ authorized by this Section 3.6 shall be granted pursuant to MCL 141.1514a and
MCL 141.151@(.1)@ to the -extent necessary to implement this Secn“on 3.6, but only to
the limited extent and Iimiged llmé necessary to inj\plemenl (his Sec’tiqn 3.6.-

37 Tgennlala Budgel (a) As a means of addressing the .City’s fiscal
|mbalanoes and aocumulated defcil and to permit oontmuous planning at least three
flscal_ ye,ars in the future, begmmng with fiscal year 2013 the City, -in consultation with *
the Financial Advisbry Board, shall develop and maintain a Triennial Budget for
sdoptlen by the Clty Gouncil The Triennial Budget shall contain specific and realistic

tional metrics, expendil i revenue set-asides, or spec{ﬁc and realistic

révenue en ts, or any of them, ln an amounl sufficient to address,

within a penod of not to exceed & years, any current or accumulated deficit in any fund
maintained by the City. The Financial Advisory Board may approve modifications to the
period within which the accumulated deficit will be eliminated. In addition, the Triennial
Budget shall provide for the liquidation of all significant inLer-fu’nd payables and

receivables, not regularly seftled, in not to exceed & years from the date of this

52012
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Agreement. The Financial Advisory Board may approve modifications to the period

within which the inter-fund payables and receivables will be settied. The Triennial

Budget shall include details of the budget appropriation, r¢ in’ salary,

wages, employee retirement systems, other fringe benefits, debt retirement, and

or revenue
(b)  The initial Trlen‘nlal Budget shall be_prepared and adopted prior to the end
of the Transition Period (defined below), or such other date determined by the Chief
Financial Officer and reported to the Financial Advisory Board and the Treasury
Department, and shall include the sl.!bjects set forth on Annex A-1 hereto. When
adopted by .th'e Cily and approved by the Treasury Department, the initial Triennial
* Budget shall be_altached ac Annex A2 hersto. The Trionnial Budget shiall be’a

‘ﬁnanual plan” (sumellmes referred to as a *deficit eliminalion plan’] )wrthln 'the meaning

of Act 140, provlded ma[ the Treasury Dep: shall revlew ipli wﬂh_ the
Tnenmal Budget annually, and shall retain full discréliun under law to annually approve
of or disapprove of the_ then-current Triennial Budget as a safisfactory deficit elimination
plan. 5 '

@  Beginning with the Gity's fiscal year 2014 Budget, a copy of the propossd’
Triennial Bnge_( shall be filed with the Treasury Dé;;amﬁent not later than April 12 of
each year oon§hnently with submittal of the Mayor's annual Budget to City Council
under the City’s Finance and Taxation Ordinance. The City shalllapprove of and amend
the Budget from time to time as necessary to give full éffect to the Triennial B‘udi;eL_

The Chief. Financial Officer shall have primary responsibility under the Mayor for the
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development of and adherence o the Triennial Budget. The Triennial Budget shall be
posted on the City's website.

4. COLLECTIVE BARGAINING AGREEMENTS

4.1 Authority. The Mayor shall have the authority to negotiate, renegotiate,
it to the

execule, amend, modify, reject or
fullest extent authorized by law.

4.2 - Coliective Bargalning Agreements; Restriction. The parties hereto sgreé
that the Mayor shall not propose or execute, and the City Council shall not approve, any

‘instrument which modifies, amends; extends, supplements or replaces the terms or

in

ditions ‘of, or is a sticces: it to, any

effect as of the effgpgive date 6f lhi_s Agreement or thereafter unless such rhodiﬁcaﬁdn,

‘., it, exter io pl or i satisfies the
of;Annex D as d in by the Financial Advisory Board or if a
1, or ¢ is requiréd by law.

For purposes of this Section 4.2, “collective bargaining agreement® includes an

fon award, ‘excepting. an arbitration award resulting from an_arbilration

proceeding concluded pﬁo; to the effective date of this Agreement.
43  Collective - ini S . Approval. The Labor Relations

Division shall act under the direction of the Mayor in the ne_geliation and administration
of collective bargainir;g contracts, Upon the prior approval of the Financial Advisory
Board, the head of the Labor Relations Division sﬁall deliver to the Mayor any proposed
collective bargaining agreement which satisfies the requirements of Seclﬁon 4.2 of this

A for consk ion and ittal to the City Council in accordance with Sec.

_28.
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6408 of the Charter. The Mayor shall not approve and transmit to the Cily Council, and
the City Council shall not approve of, any collective bargaining agreement which does
not satisfy the requirements of Section 4.2 of this Agreement I the City Council fails
approve a collective bargaining agieement as proposed by thie Mayor and approved by
the Financial Advisory Board within 30 .days after the submittal of the proposed
collective bargaining agreement, then the Financial Advisory Board may approve the
céllecuve bargaining agreement in the place and stead of the City Council. The powers
and actions of the Financial Advisory Board authorized by this Section 4.3 shall be
granted pursuant to MCL 141.1514a, MCL-141.1519(1)(g) and 141.1519(dd)()) to the
e_:iten( necessary to implement this Section 4.3, but only to the limited extent and limited
fime n‘ecéssawm imﬁlérnent this Section 4.3.

4.4, Duty t6 Bargain. It is the State Treasurer's determination pursuant to MCL. .
14171514a(10) that béginning 30 days after the effective date of this Agreement, the
City Is not subject to Sec. 15(1) of Act 336, Public Acts of Michigan, 1947, as amended,
the deﬁé ‘Employment Relations Act, MCL 423.215, for the rerﬁaining term. of this
Ag‘re‘em'ent_

6. PENDING LITIGATION REPORT

51 " Report: Filing. Beginning on July 15; 2012, and confinuing th'ereaﬂerf)n a
quarterly basls,rthe City's Law Department shall submit to the Financial Advisory Board
a report (the "Pending Litigation Report") identifying all pending lawsuits or other legal
actions or proceedings. (including, but not limited to, lawsuits, actions or proceedings
related fo workers' compensation claims) to which the City is a party (any such lawsuit,

action or proceeding, a "Pending Action”). Each Pending Litigation Report shall identify,
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with respect to each Pending Action: (a) all plaintiffs; (b) all defendants; (c) the court
and judge before which the Pending Action is pending; (d) legal counsel representing
the City (if other than the Law Department); (e} the specific cause(s) of action; (f) the
length of time the Pending Action has been pending; (g) an estimate as to the budgetary
impact upon the City (if any) from a disposition of the Pending Action unfavorable to the
City; (h) the applicability ‘of any liability insurance maintained by the City, (i)an
assessmient of the likely outcome of such Pending Action (which section of the Pending
Litigation Report shall remain sublect to any and all -appllcable privileges); and (j) any.
_proposed settlement or disposition of any Pending Action. The City shall not settie or
otherwise dispose ?f any Pending Action in an amount of $250,000.00 or more without
the ph‘ar writtenn consent of the Financial Anv[smy Board under Section 1.5(m) of this
Agreement or, prior to .the ﬁrét’mee!in;; of the Financlal Advisory Board, the State
Treasurer. For purposes of the Pending Litigation Report, the Financial Advisory Board
sha‘l}l’be the client of the City’s-Law Depgmnenl and shall be entitied to the attomey-
client privilege, the attorney work product privilege, and all other privileges and duties

afforded to clients under the Michigan Rules of Professional Conduct.

6. DEFAULTS AND REMEDIES

6.1  Obligations of the parties. (a) The Cily, through its officers and the City
Council and applicable law, is bound by the obligations set forth in, and shall adhere to,
this Agreement. Timely acliievement of the Reform Program and performance of the
financial and operational requirements set forth in this Agreement are of the essence of
this Agreement. The Mayor and the City Council (and ali departments, agencies and

other entities organized within, and all officers acling on behalf of, the Mayor and the
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City Council, including in the Program nt Director and the Program

Management Office) shall provide the Financial Advisory Board with access to all

ion, ion and as may be reasonably requested by the

Financial Advisory Board from time to time, with respect to all matters related. to the
Reform Program and/or addressed in this Agreement. During the term of this
Agreement, no officer or employee of the Gity shall knowingly (a) take any action in
violation of the terms of, or shall fail or refuse to take any action reasonably required by,
this Agreement; or _(b) prepare, present or ceitify any information (including any
projections or estimates) or report for the Mayqr, the Chief Financial. Officer, the
Program Managément Office, the City Council, the Revenue Conference or the
. Financial Advisory Board that is false or misleading in any material respect, or, upon
Ie‘amlngj that any’such infornation is false or misleading in a material respect, shall fail
promplly to advise the-Financial Advisory Board or the Mayor, the Chief Flnanclai
Officer and tfi¢ Program Mariagement Director thefeof.
‘() The Treasury Deparlme_rit. through the State Treasurer and applicable
law, Is bound by thé ‘obligations set forth in, and shall adhere to, this Agreement.

6.2  Malterial Breach: Default. (a) For purposes of this Agreement, a breach of

the obligations set forth in this Agreement, if uncured, shall be considered a material
breach of this Agreement if, in the judgment of the Financial Advisory Board, the breach
(i) materially impairs the timely and compléte implementation of the Reform Program, (ii)
materially impairs the Financial Advisory Board's ability o exercise its express

t, or (ifi) ially adversely affects the completion

under this Ags

of 1 or more Reform Initiatives. Without limiting the foregoing, the obligations set forth
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in Section 1 (Financial Advisory Board), Section 2 (The Mayor and City Council),

Section 3 (Financial and Budget Process; Revenue Conferences; Triennial Budget),

Section 4.2, Annex B and Annex D shall be considered of primary importance in the

achievement of the Reforn Program whose peifommance is essential to the
achievement of this Agreement's urgent public purposes.

(b)  If the Financial Advisory Board determines that a material breach of this
‘Agreement has occurred or is occurring, the Financial Advisory Board shall inmediately
notify the Mayor, the City Council and the “Fregsqr'y. Department of its deleminstipn.
Upon receipt qf the notice, the Mayor and the City Councll, or elther of them, shdll take
all lawful steps necessary to cure the material breach within 30 days, or, if the material
breach is of a nature which cannot: be cured within :30 days, shall commence and
diligently pursue a cure, and shall report the steps taken to the Financial Ad\;ismy Board
and the Treasury Department. The Financlal Advisory Board shall investigate the

. circumstances and shall evaluate the efficacy. of the cure or attempted cure by the
Mayor or City Council. The-Mayor or the Gity Council.shall have the opportunity to
present evl&enoe and argument to the Financial Advisory Board as to any aspect of the
material breach and-the efficacy of any cure. - Following the expiration of the 30-day
cure period, the Financial Advisory Board shall make a determination as to whether the
material breach has been adequately cured. Following its invesligation and the receipt
of evidence and argument, the Financial Advisory Board shall make a declaration as to
whether a defaulf in the performance of the obligations under this Agreement. A
declaration that a default has occurred shall require a vote of the Financial Advisory

Board pursuant to Section 1.6 of this Agreement.

2012
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6.3  Default; Remedies. A declaration of default on account of a material

uncured breach of this Agreement as provided in Section 6.2 may result in (a) the
suspension by the Treasury Department of (i) discretionary State revenue sharing
initiatives and agreements between the Treasury Department or the State and the City
pursuant to Act 140 and/or (ii) Economic Vitality Incentive Program payments or other
intergovernmental assistance between the Treasury Departmerit or the State and the
City pursuant fo Act 140 and other applicable law, in each case to the extent permitted
by law; (b) the' withholding by the Treasury Department of approvals to enter the capital
markets under Act 34; (c) accelerating or exercising other rights and remedies by the
Treasury Department for collection of any existing loans from the State to the City
under, e.g., Act 243 or other applicable faw; (d) the filing of lcourt procéedings by the
Financial Advisory Beard or the State Treasurer in the Gircuit Court for Wayne Counly,
Michigan, or the U.S. District Court for the Eastem District of Michigan seeking

an inju of a refefee, or other equitable rélief consistent

with the hrgen( public purposes of this‘Agreement so as to cause the obligations of this
of the City in

Agreemient to be fully and timely p éd; (e) the
as provided in MCL 141.1515; and/or (f) other remedies available fo the Treasury
Department or ‘'under State law. The remedles provided in this Section 6.3 shall be

cumulative.
6.4  Program Mar Director; Board; Reform Initiative Remedies.

Timely achievement of the Reform Program being of the essence of this Agreement, in

addition to the other remedies provided in this Agreement, the City and the Treasury
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Department agree that the following provisions shall apply in respect of individual
Reform Initiatives:

() If in the judgment of the Mayor, the City Council, the Chief Financial
Officer, the Program Management Director, the Financial Advisory Board or the
Treasury Department a breach in the provisions of this Agreem?nt including the
Annexes, has occurred or is imminently fikely to occur which is materially frustrating or
will materially frustrate the timely implementation of one or more Reform Initiatives (a
“Reform_Default Condition”), the Program Managemént Director shall provide written
notice of the Reform Default Condition to the Mayor, the City Cpuncf!. the Financial
Advisory: Board and the Treasury-Departmient. Upon ree'e:ipt of the notice, the Mayor
and the City Council, or either of them, shall take all lawful steps necessary to cure the
Reform Default Condition within 30 déys, or, if the Reform Default Condition is of a
nature which cannot be cured within 30 days, shall mm}nsnce and diligently pursuc a
cure, and shall réport the steps taken to the FInanclal-Ad\/Isory Board and the Treasury
Department. )

(b)  Upon receipt of the notice of a Reform Defadlt Condition, the Financial
Ad;lisory Board shall investigate the circumstances and shall evaluate the efficacy of the
cure or aftempted cure by the Mayor or Cit;( Council. The Mayor or the City Council
shall have the ‘opportunity to présenl evidence and argument to the Financial Advisory
Board: as to any aspect of the Reform Default dondilion and the efficacy of any cure.
Foliowing the expiration of the 30-day cure period, the Financial Advisory Board shall
make a determination as to whether the Reform Default Condition has been adequately

cured so as to prevent a material breach of this Agreement respecting one or more
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Reform Initiatives. Following its investigation and the receipt of evidence and argument,
the Financial Advisory Board shall make a declaration as to.whether a default in the

of the obligations under this Ag 1t in respect of one or more Reform

Initiatives has occurred (a “Reform Default”). A declaration that a Reform Default has
;nccurred shall requite a vote of the Financial Advisory Board pursuant to Section 1.6 of
this Agreement. ;

(c)  In the event of a determination of a Reform Default by the Financial
Advisory Board, and immediately tpon the approval of the declaration that a Reform
Default has occurred, the Mayor shall be deemed; to have delegated his executive
authority with respect of the Refgm lqiﬂatlve gr Iniﬁatives for which a Reform Default
has been declared, but only in respect of such Reform Iﬁih’ative t;r Initiatives, to the
Program Management Director; and the City. Col{qt;lll by apprqva’l of this Agreement,
sﬁhll be deemed to have given full legislative approval and authority to proceed with the
!mplemsf;ﬂation and execution of such Reform Initiative or Initiatives, but only in respect
of such Reform Initiative or Initiatives. Thé Program Management Director thereafter
shall exerci_se_ all iamtful au{hqri;y, qf the, Ciiy in (e‘sped of mevﬂcmmplishmént,
implementatiari and executlpp of the, Rgfonu ""; lative or Initiatives for which the Reform
Default was declared, provided that’t‘he Program Manaéerﬁent Director shall be Qnder
the supervision of, and shall report frequently, but not fess often than monthly, to the
Financial Advisory Board, the Treasury Department, the Mayor ;ind the City Council in
respect of the Program Management Director’s actions, and the Financial Advisory
Board shall review and approve or disapprove the proposed actions. of the Program

Management Director, including specifically the approval of any contracts proposed to
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be executed by the Program Management Director. The powers and actions of the

Program Management Director and the Financial Advisory Board authorized by this

Section 64(c) additionally shall be granted pursuant to MCL 141.1514a, MCL

141.1519(1)(g) and 141.1519(dd)(i) to the extent necessary to implement this Section

6.4(c), but only to the limited extent and limited time necessary to implement this
Section 6.4(c).

{d) - Upon the earlier of () the accomplishment of the Réform Initiative or
Initiatives for which’ the Financial Advisory Board had declared a Reform Default or (i)
the efimination or cure of- the event or condition which was the basis of the Reform

"Default, the Financial Advisory Board, upon the recommendation of the Program
Management Director or on its own ‘motion, ‘s’hal{. by majority vote, declare the Reform
Defailt (e;mjnatad. The Fiﬁa}lcféf Ad;vls'ory Board &lso may opnsid-er-a declaration that
- the Reform Default is terminated upon pelition by the Mayor or the City Council.
Immediately upon éuch‘ declaration, the éxecut}ﬁe aL_lﬂlorily of'the Mayor and the
Iegfslali\.re approval of the City Council t’ehﬁporarijy empowering the Program

Management Director in respect of the speciﬁc Reforin Initiative or Initiatives shall be

deemed restored to the Méyor and City‘ Council and the grants under Section 6.4(c)

shall be withdrawn.
6.5  Additional Forbearance by Treasury Department ~ Provided that this
Agreement remains in effect and there is no material failure to comply with, or adhere

to, this Agreement on the part of the City, the Treasury Department and the Financial

Advisory Board shall forbear from ising any of its pecti ies under

Section 6.3.
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6.6 Obligation Nol Discharged by Conlingencies. The obligations of the City

as expressed and agreed fo herein are not subject to release or discharge due to any

contingencies within the City's reasonable control, including, but not limited to, clerical
érrors, computer 'failures, late mailings of. the failure to .comp[y with reporting due dates
or other scheduled due dates excepling due to adverse weather, acts of God, acts of
third parties or compliance with court orders. If the due date fpr a report, listing or other
document falls on a we;akend or legal holiday, then the report; listing, of other d(:cume'nt
shall be due on the first day thereafter that is not a weekend or legal holida.y.

67 Transitonal Provisions.

(a) The parties ackﬁowledg‘g that on account of inadequate sys‘yem,s_ and other
operational constraints, the Cily will be unable to-satisfy the reporting and budgeting
requl'reméins set for_th iry this Agreement as of Qn‘e effective date of this Agreement. The
partics agree that from the éffective date ‘of this Agreement unﬁl 60 days after the date
th:at the Ghief Financial Officer commences serving (the “Transitional Period"), the City
will make- every effort to comply with theé reporting requirements set forth in this

Agreement, but any failure to oomply with th > any s such reporhng requnements during

me Transitional Period shall notbe deemed to bea rnahenal breach of this Agreement
(b)  The parties acknowledge thal as of the eﬁechve dale of this Agreement
and during the Transitional Period, the City will be in the [nldsl of its budget preparation .
process for the fiscal year 2d13_ Budget, and that therefore tr;é Budget provisions of this
Agreement, including the responsibilities of the Financial Advisory Board and the

adoption of the initial Triennial Budget, cannot be fully accomplished for the fiscal year

2013 Budget. The City and the Treasury Department agree that during the Transitional
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Period, the City will make every effort to comply with the Budget process requirements
set forth in this Agreement, and any failure to comply with any such Budget process

during the Transili Period may be waived by the State Treasurer.

Until the Board Chair of the Financial Advisory Board has been appointed and the Chief
Financial Officer has -commenced serving, thé City's Revenue Conference under
Section 8-213 of the Charter shall arrive at the Revenue Estimation for fiscal year 2013,
. and State Trea;u[er shall approve of the Revenue Estimation in lieu of the Finangial
Advisory Board ‘under Sections 3.1 and 3.2 of this Agreement, which shall form the
basis of the Mayor's: proposed fiscal year 2013 Budget submitfed pursuant fo Sg‘qtion

3.3 of this Agreetfient and the City Council's approved fiscal year 2013 Sudgel_-pursuanl
of this Section 6.7(b),

to Section 3.4 of this'Agreement. i ing the p
the Mayor and the City: Council shiall fully perform their. respective obligations under Act
2 arid the Charter In respect of the fiscal year 2013 Budget preparatibn and shall cause
the fiscal year 2013 Budget and the 2013 general appropriations ordinance to be in
effect as of July 1, 2012. '
7. AMEI{IDMENT; WAIVER OF PROVISIONS

7.4 Amendment; Waiver. This Adreement and the Annexes hereto may be
amended only in writing by the mutual consent of the Financial Advisory Board, the
“State Treasurer and iha é)ity (or their respective successors or permitted assigns),
evidenced by all necessary and proper authority. By agreemént of the parties, the
Financial Advisory Board, in its sole discretion, may waive or forbear from any provision
of this Agreement that requires an act by the City, provided that, for the avoidance of

doubt, no entity other than the Financial Advisory Board shall be permitted to waive or
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forbear from any provision hereof thal otherwise relates to a power reserved for the
Financial Advisory Board. No waiver of or forbearance from any provision of this
Agreement shall arise from any action or inaction of the Financial Advisory Board,
except pursuant to an instrumient in writing expressly waiving or forbearing from the
provision executed by the party entitled to the benefit of the provision. Thé parties
anticipate that Annex B to this Agreement will be amended and updated from time to
time to reflect the dynamic nature of the Reform Program. Amendments may be
proposed by the Mayor, the City Councll, the Chief Financial Officer, the Program
Management Director, the Financial Advisory Board or the Treasury Department. -

8. DURATION OF AGREEMENT; RELEASE

8.1 Duration of Agreement, Temmination; City's Release from* O
This Agreement shall remain in effect until both of the following occur (“Financial

Stabllity"):
(@) The date of the earier of:

0] the end of the third consecutive fiscal year of the City in which each of the
following conditions have been satisfied: = (A) the City's financial -
“statements indicate, on the basis of accounting principles generally
acgepted in the Unlted States, that the City- geneml fund, excluding any
revenues derived from borrowed funds |s nol in & deficit condition; and (B)
the City's deficit has b i; of

(ii) the City has achieved and maintained for at least two consecutive
. calendar years a credit rating by two or more nationally recognized
securities rating agencies (wnhoul regard to any thlrd party credit
t) on the City's fong-term u debt in
any of the four highest long-term debt rating categories of such rating
agency (BBB/Baa or higher), without regard to any refinement or gradation

of such rating category by numerical modifier or otherwise; and

(b)  The date that the State Treasurer certifies to the Governor that no material

condition exists within the City, and that no action has been taken, or is being
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contemplated, by City officials, that would (A) implicate the need for a deficit elimination
plan under Sec. 21 of Act 140, excepting for fund deficits of an Immaterial nature; or
(B) require implementation of the Treasury Department's aythority under Sec. 802 of Act
34,

(c) When in the Mayor's judgment the foregoing financial conditions have
been achleved by the City, allowing for the termination of this Aqreeme‘nt._the Mayor,
with the approval of the City.Council, may apply to the Financial Advisory Board fo be

released from the terms and .conditions of this Agreement. The Financial Advisory’

Board shall promptly consider the application and shall approve or deny the request. in

baséd upon the of the evid

the exercise of its
presented. If approval is denied, the Financial Advisory Board shall provide in wiiting

the reasons for ;he denial.

(d) This Agreement may be earlier terminated by the Financial Mﬁsow
Board, with the consent of tﬁe State Treasurer, if requested by the Mayor and the City
Council on behalf of City or by the Treasury Department.

e, bourlNulwle EFFEGT; EMPLOYEES; SE\}EE_{_ABILITY

9.1 * Continuing Effect. ‘This Agreement shall remain in effect until terminated
or until the Financial Advisory Board has released the City from the terms and
conditions of this Agreement pursuant to Section 8.1(c).

) 9.2  Joint Exercise of Power; Transfer. While this Agreement represents a joint
exercise of power by the City and the Treasury Deparlment: this Agreement does not
fransfer functions or services from the City or the Treasury Department to the Financial

Advisory Board. Nothing in this Agreement prohibits the City from subsequently
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entering into a contract with the Financial Advisory Board for the transfer of functions or
services from the City to the Financial Advisory Board, to the extent authorized under
1967 (Ex Sess) PA 8, as amended, MCL 124.531 to 124.536.
9.3 Employees. In no event shall this Agreement direct, permit or enable the
transfer of employees or groups of employees from the City to the Financial Advisory

Board or otherwise to merge or create a “workforce” of the Financial Advisory Board..
between the employ

Nothing in this A creates an

of tfie cily or the Treasury, Department and the Financial Advisory Board. The City shall
function as the employer of persannel and staff of the City needed for the joint exercise
of power under thi; Agreement. - The Treasury Department shall function as the
employer of personnel and staff of the Treasury Depariment needed for the joint
exercise of power under this Agreement. The Financial Advisory Board shall function
as the employer. of any personnel and 's_!aff of the Financiarl A;:(vispry Board not *
otherwise employed by the City or the Treasury Department needed for the joint
exercise of. power under this Agreement. No employees of the Crly or Lhe Treasury
Department are hansferred from rne City or me Treasury Depam'nent xo the Flnanclal
Advisory Board under this Agreement.

94 Management ‘and Dlirsction,
responsibility, authority, and right to manage and direct on behalf of the public- the

The Financial Advisory Board has. the

functions or services of the Financial Advisory Board performed of exercised by the
Financial Advisory Board under this Agreement. The City has the responsibility,
authority, and right to manage and direct on behalf of the public the functions or

services of the City performed or exercised by the City under this Agreement. The State
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Treasurer has the responsibility, authority, and right to manage and direct on behalf of
the public the functions or services of the Treasury Department performed or exercised
by the Treasury Department under this Agreement.
9.5  Severabjlify. If any provision of this Agreement, or its application to any _
person, party or circumstance, is determined to be invalid or unénfomeable for any

reason, the re of this nt and its ication to other persons, patties or

circumstances shall not be affected and shall remain enforceable to the full extent:
“permitted by law. ‘on account of the urgent public purpp?es and the protection of the

public health, safety and welfare sought to be accomplished by this Agreement, It is the

intent of the parties t6 ‘continue to imple the provisi of this in whole

-or in part, to the fullest extent possible under applicable law.

10. COUNTERPARTS

10.1 Counterpars: Signatures. This Agreement shall be executed in five or
more counte_rparls, and by the parties hereto in separate counterparts, each of which
when execuled shall be deemed fo be an original, but all of which taken together shall
constitute one and the same agreement. ‘Execuﬁon may be accomplished by delivery of

original or electronic copies of the signature page hereto (e.q., by facsimile or email).




































