
MICHIGAN DEPARTMENT OF TREASURY

FINANCIAL STABILITY AGREEMENT

WHEREAS, the City of Detroit (the 'C!V"), Iike many industrial cities throughout

the United States, has experienced a prolonged period of-e@nomic change stretching

over seveal de€des which has eroded the quality of life irf the Citys residents arid

businesses: and

WHEREAS, the city currently @nfronts dauntirig challenges cha€cten'zed by

peEistent and systemic fiscal imbalances and deficit banditjons, agg€vated by the

deterioretion in revenues re@ived from property taxs, inome iaxes, interest eamings,

utility revenues, and intergoyemmental revenues Bulting. from the recent serious

ie€ssion in the U.S- and Michigan ercnomies; by tle 
9rcwth 

in the City's legacy aosts .

@ncunently with ttie Cityrs dirhinished ability to €rry such coqts; anO Uy tne Oimcutit in
.,j

Epidly re-strucluring the City's opeations so as to bring short-tem and long{em

expenditures in line with cunent and prcjected revenuesjani '

ally stable and a €talyst for the

image and .su 
pnierit, 

'business

and a host of o

WHEREAS, fundamentally changing the City's cunent trajectory mn restore the

quality of life which families, businesses and visitoE have a right to expect and enjoy;

ano

WHenenS, the City, through the Mayor and City Council, seeks tb pureue this

long-tem vision by achieving, first, {inancial stability for the CiS/, and, se@nd, a

sustainable and stable platform for growth ensuring the City's financial integrity in a

manner that enables the City to grow, prospArr and thrive; and
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MICHIGAN DEPARTMENT OF TREASURY

WHEREAS, the Peopie 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 'IlqASgLQepeItEed') and

provided that the State Treasurer, a @nstitutional officer appointed by the Governor

with the advi@ and consent of the Michigan Senate (the 'Slate Tleqgef), shall serue

as the head of the DepartiTent, which is vested with iesponsibilities related to loel

govemment finance, budgeting and administEtion under state law; and

WHEREAS, the City is a poiitiel subdivision of the State of Michigan orgdriized

as a body corporate under Act 279, Public Aots of Michigan, 1909_, as amended, the

Home Rule CiV Act ('4qtl?29'), with the People of Detroit having created and provided

for their @ntinuing oonfoi of the municipal govemment of lhe city by adopting a Home

Rule charter oF the City of Detroit (the '9IEI!e!'), arid the People of thb State of

Michigan coifening comprehensive home rule power to the city through the State

constitution of 1 963, subject to the limitations on the exercise ofthat power contained in

the Constitution or the Charter, or imposed by statute:

WHEREAS, the Treasury-Department desires to undertake jointly with the City

efforts for the bettement of the residents of the City and the State of Michigan (the

"$!q!9') as a whole; and

'WHEREAS, the City and the Teasury Department seek to coopeEte in

achieving the objective of a revitalized City through the adoption of this Financial

Stabilily Agreement (this 'Aqreement"); and
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WHEREAS, as a commitment to the long-tem coopeEtive proess established

in this Agreement, the Mayor and the City Council desire to authorize and perfom

ceitain iriitial restructuring actions detailed herein with the Tr6asury Departmenq and

WHEREAS, the City is in need of specific and targeted operational and techni€l

support and consultation in suctt areas as infomation technology, payrcll and

acmunting, financial iecordkeeping and reporting, internal controls, data management

and analytiG, enterprise application implementation, actuarial analysis and benefib

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

areas; and

WHEREAS, this Agreement @ntains the terms and onditions authorize a

@opeative undertaking between public agencies for efficiently restructuring the city's

operations and tackling the City's bystemic issues and accumulated deficit with the

goals of (i) ensuring that the City remains a safe and secure envhbnment where

residents and visitoE c€n live and work, (ii) promoting the delivery of quality, efficient,

and.efl€ctive public seruices to residents.and businesses, and (iiD creating a civic

culture and environment that attEcts as well as retains investmenti busiiresses, jobs:'
and new residents to the City and the State; and

WHEREAS, apprcval of this Agreement is intended to reaffim the role of the

City's executive and legislative bmnches under the Charter. in the development of the

stmtegy, policies and long-tem vision of.a revitalized city; and

WHEREAS, under this Agreement the City and the Treasury Department agree

to jointly exercise powere relating to public finan€, budgeting, and administration that

they share in common and that each mai/ exercise separately, including, but not limited
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to, the powe6, 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

muiricipalitids with respect to fis€l questions and certain other matters under Act 34,

Fublic Acts of Michigan, 2001, as amended, the Revised Municipal Finance Act ("{q!

gL"), and to require locl units of government to agree to plans to correct deficit

onditions under Act l40j Public Acts bf Michigan, -1971, as amended, the Glenn Steil

Sfate Revenue Sharing Act of 197'l ("AgL!!M); and under olher applicable law, and the

power and authority of the City under Act 34 and Act 140 in respect of the foregoing,

and the @mprehensive home rule and other powers, privileges and authority of the Cily

to enter into @ntEcls on matteB of municipal doricem including, but not limited to,

under Act279, the Charter, and other appli€ble law.

WHERFAS, under Act '140 the Cjty previously has submitted to the Treasury

Departdrent a "financial plan" (sometimes refetred to as a "deficit elimination plan")

within thq meaning of Act 140; and

WHEREAS, this Agreement shall update, supplement and restate the City's

deficit elimination plan currently. on file with the'Treasuiy Department, as the same may

be modified from time to time, and @nstitutes the Cih/s request that the Treasury

Department assist and mopeEte pith the City in the joint formulation of the financial

plan to corect the City's deficlt bondition.

NOW THEREFORE, the parties hereby agree as set forth below Without

limiting the foregoing, the City, through its Mayor (the holder of such ofJie at any given

time, the "MaVo/') and the! City Council of the City of Detroit (the holders of such offies,

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

subject to the terms of this Agreement, the Treasury Department miintaining existing

discretionary state revenue sharing initiatives and agreements under Act 140,

(ii) subject to the tems of this Agreement, the City's continuing ability to issue new

municipal securities with appropriate approvals under Act 34 until such time as the CiV

achieves "qualified status" thereunder or otheMise; (iii) subject to the tems of this

Agreement, the Citj/s ;biity to obtain additional financing puEuant to Act 243, Public

Acts of Michigan, 1980, as amended, thd Emergency Municipal Loan Act (',&t-243.j

with appropriate approvals; and (iv) the other agreements and @mmitrnents made

herein by and on behalf of the Treasury D6partment.

1. FINANCIALADVISORYBOARD

, 
-1.1.

(a) Pureuant to this Agreement and appli€ble law, a financial advisory board

(the "Financial Advisorv Board') shall be immediately estabtished to administei and

execute this ASrg::,nent The Financial Advisory Board shall be a public body politic

and an intergovemmental entity that is neither a ommission, board or @uncit of the

City nor a @mmission, board or @uncil of the State.

(b) The paities agree that the City is in need of specific and targeted

operational and technical support and @nsultation in such areas as information

technology, payroll and ac@unting, financial re@rdkeeping and reporting; intemal

controls, data management and analyti6, enterprise applietion implementation,

actuarial analysis and benefits management, State dnd fedeEl g€nt management,

revenue assessment and forecasting, and other areas the City may identi! from time to
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time (the '$qpp94!.$g!pqg"). In response to those needs, the Financial Advisory

Board is charged with: (a) @nsulting 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 perfomance; (c) making

recommendations to and assisting the City with the City's.preparation, implementation

and exedtion of an annual Triennial Budget and Geneml Appropriations Act (as

:described in Section 3.7 of this Agreement, the'Triennial Budoef'), lvhich shail include

the City's annual Budget (defined below); (d) assisting the City in achieving Financial

Stability (defined below); (e) monitoring complianbe with this Agreement; and (D taking

actions and puFuing remedies for non-complian€ with this Agreement as provided in

this Agreement

1-2- Composition.- The Financial AdMsory Board shall be @mposed of nane

memberc, each of whom shall possess professional quaiinetons' in the! Support

Subjects and character suitable for the rendering of well-informed judgments within the

@ntext of highly complex t€nsactions. The initial Financial Advisory Board shall be

appointed by the Goyemor of the State of,Michigan (the holder of such offie at any

given tirne, lhe "G9]m9f), the Mayor, the City Council, and the State Treasurer (for

purposes of thid Section i.2, each respectively an 'Ap!gXt!i!S EdM) as followsi

(a) Three individuals appointed by the Governoq

(b) Two individuals appointed by the MayoG :

(c) Two individuals appointed by the City Council;

(d) One individual appointed ioinUy by the Governor and the Mayor and
subjecl to confimation by the City Council; and

(e) One individual appointed by the State Treasurer



Each member of the Financial Advisory Board (any such member, a "Membe/') shall

possess at least ten yeaF'experience with either (a) sophistieted municipal financial

transactions, (b) Support Subjects in the @ntext of distress and transition environments,

(c) complex, multi-dimensional govemmental restructurings, (d) governmental labor

relalions, health ere benefits an<i/or pension matteF, or (e) lo€l govemment

management with govemment units havinO consolidated revenues of $250 million or

more. Prior to appointment oF an individual as a Member, the Appointing Entity shall

request independent @nfimiation that the individual possesses the qualifications

required unddr this Section 1.2 from lhe Michigan Association of Certifled Public

Acbountahts or the Michigan Govemment Finari@ Oflie6 Association.

MembeF shall not be officeF or employdes of the City or the State or a member

of the City Council. The terms of all MembeF shall be thr€ie yeaE, p@yldgd that of the

membeF initially appointed (a) of the Members identified in Section '1.2(a), one shall be

appointedJor an initlal 24-month term and one shall be appointed for ad initial 12-month

tem; (b) of the Members identified in Section 1.2(b), one shall be appainted for an Initial

Zlri.noin 6rm; (c)rijf thelMeinbers identiiEd in Sedion .1.2(c), one shall be appointed

for an ini0al l2-iironth tem; and (d) the Memb6r icimtified in Section i.2(d) shalt be

appointed for an initial 12{onth tem; 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 'A!!ry!!l

Members"). After the initial appointmeots, subsequent appointments shall be made in

the same manner as the original appointment. Vacancies shall be filled by the

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

below)- "Qe!!e' means misfeasane, malfeasane, gross neglect of duty, corupt

@nduct in oflie, pleading to or conviction of a felony, or prolonged absence: Upon the

fomation oF the Financial Advisory Board and thereafler, the Governor and the Mayor

shall jointly designate a Member to serue as the Chair of the Financial Advisory Board

(the "Eqe!d_eIejf')- The Board Chair shall seive as such offi@r at the will bf the

Govemor and the Mayor-

1.3 Comoensation: Ethical Restrictions. MembeE shall be entitled to annual

, compensation in the amount of $25,OOO.OO (srich -compensation, the 'Annual

Comoensation") during their lerms of servi€, oroyidpd ihat (a) such Annual

Compenstion shall be payable in four equal installments on a quarterly basis and (b)

suchAinual compensefon shall tE pro-Eted_as necessary in the event that a Member

seru6s less than a frjll quarter for any reason. All 'Members shall be entitled to

reimbuFement of actual, reasonable, necessary and documented expenses in

a@rdan@ with applicable standards.in force for State employees and appointees

(indudirig,6ut not limited to, elegnss related to tEv.el; mqls and.lodging) inoJred in

conriectioir with thek servi€ as Members of the Financial Advisory Board isuch

expendes, the 'Bcjllbgrdeb!9-Elpetggg). The City sirall be responsible for the

payment of all Annual compensation and ReimbuEable Expenses incured by

Mdmbers, provided that neither the State, the City, the Treasury Department nor any'

other entity shall be respoilsible for the payment 0f any ReimbuBable Expense that is

not evidenced by a copy 0f the @rresponding receipt All Members shall be subject to

the provisions of Act 196, Public Acts cjf Michigan, 1973, as amended, pertaining to



siandards of conduct for public ofti@re and employees and to the International City

Managers Association code of Ethics.

1.4 The FinancialAdvisory Board may:

(a) Adopt rules of pro@dure goveming lhe @nduct of its business; including,
but not limited to, bhe (i) identification of the,responsibilities of the Board
Chair (which will include the role of chairing Revenue Conferenes

. (delined below)), (i0 appointrnent of its officeG as neessary and
appropriate and (iii) adoption of specific pro€dures goveming the Board's
performan€ of its purposes described in this Agreement. ,

(b) Hire, employ, appoint and/or supeMse professional staff to assist in the
completion of its duties and to assist State and local officials. The Cily
shall be resbonsible for the payment of all reasonable fees and expenses
incuned by the Financial Advisory Board in mnnection with such
piofessionals' serui@s up to an annual milimum of not more than
g'l,000,000.Q0 or such other dmount as shall be agreed to by the City and
thq Treasury.Department, with 50% of.all such payrnents by. the City to.bb
(i) reimbuFed by the Treasury Oepartment no.later than he earlier of (a)
45 days €fter the submission by the CiV of an invoie for such
reimbuEement to the.Treasury Departnent or (b) the close of the same
State fis€l year in which Fuch payments dre made; and (ii) idcorpoEted
in the Bu.dget (detrned below).

(c) Enter into contEcts to assist in the completion of its duties and sue and bb
gued in its own name.

(d) Obtain appropriate levels of insurance for its MembeF, inpluding director
and ofticer InsuEnce or its equivalenl The Treasury Depadment shall be
responsible for the pafnent of all reasonable premiums and expenses
incured by the Financial Advisory Board in onnection with such
insumnce.

1.5 Board Authority- Consistent with this Agreement and appli€ble law, the

Financial Advisory Board shall haye authority to do all of the following:

(a) Re@mmend financial and opemtional metric by which the City's financial
performan€ and opeEtions shall be monitored and evaluated consistent
with best management pEcti@s for local government entities.

(b) Monitor the City's financial and operational perfpmane and the tiriely
implementation of the Triennial Budget consistent with the terms of this
Agieement and periodi€lly advise the Govemor, the Mayor, and the City
Council of the Board's @nclusions. Reports of the Financial Advisory
Board under this subsection shall be made available to the oublic.
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(c) Evaluate the City's existing debt structure and recommend means of
achieving rating and credit improvements; and, from and after July 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
t€nsactioh (including transactions involving hew or existing swaps)
proposed to be entered into by the City (including, but not limited to, any
proposed exchange offe6), and (ii) any proposed changes to the City's
debt strucfure or restructuring of the City's outstanding debt; and assist,
advise and prpvide techni€l support to the City in respect lo rating.s
presentations and other presentations to third-party €pital markets
par'ticipants.

(d, l fith respect td debt instruments, securities, financing leases, installment
: @ntEcts and other financial instruments or secudties which are not
otherwise subject to Treasury Qepartment approval udder Act 34, review
add approve or disapprove the issuan€ of such instruments.

(e) Prcvide assistance, advie and technical support to the City in tespect of
the Suhport Subjects end in the preparation dfthe City's arinual iroposed
operatihg and capital budgets (any such budget a 'E$!gef) and the
Triennial Blidggl The Budget shall be prepared on a @nsistent basis with
the Triennial Budget._

.(0 As part of the Revenue Estimation proiess urider Sections 3.1 and 3.2 of
and Annex C.tb this Agiqemgnt, review.aird approye the Revenue
Estimation, including any Set-Aiide (defin€d'below) for deficii reduction or
budget stabilization, to be inctuded in the Budget to be pri:pared by the
Mayor.

.(S) 
Review, assist, advise and bomment to thir Mayor and eity douncil dn the

{h) Re€ive from the Mayor or City Council, and revieq assist. advise and
make recommendations regarding any plan or proposed tEnsaction
related to the @nsolidation, disposition or elimination.of City departments,
including with respect to the impact of such transactions on thd Triennial
Budget.

(i) Re€ive from the Mayor or City Council, and review, assist, advise and
make re@mmendatidns regarding proposed changes to the organiztional
struGture of the City involving any positidns appointed by or that report
directly to the Mayor or City Council.

0) Recelve from the Mayor, and review, evaluate, analyze and commenton
proposed judgment levies before submission to a court pursuant to Public
AcI236 of 1961, the Revised Judicature Ait of 1961.
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(k) Monitor the perfomane by the City and the Treasury Department of
compliance with this Agreement.

(l) Take remedial steps set forth in Seition 6 3 of this Agreement in the event
of a detemination by the Board of a material breaih of this Agreement
under Section 6.2 of this Agreament; supervise the ProgEm Management
Director's'(defined below) actions in the event of a Reform DeFar.rlt
(defined below) as provided in Section 6.4 of this Agreement; and exercise
the authority assigned to it by the Mayor and the Cil.y Council to take
certain additional actions under this Agreement in the event of a material
breach of this Agreement.

(m) Consent to the approval oF City seftlements of claims as provided in
Section 5.1 of this Agredment.

(n) : Approve ofall City contEcts having a value of more than $250,000.00

'1.6 Quorum and Vjtinq- A majority of the membeF of the Financial Advisory

Bdard appointed and seMhg shall constitute quorum. Ex@pt as otheMise provided in

this Alireement, lf a quorum is present at a meeting of the Financial Advisary Board, the

Finaniial Advisory Board may dct by a majority vote of its MembeE present and voting,

exept that a declaEtion of a default uhder Section 6.2 of this Agreement or of a

Refodr Defaul( under Section 6.4 of this Agreement shall require g maionty vote of all

MembeB then in offi@.

.1.7 Meetinos. fhe Financial Adviso.ry Board. shall be subjeci to and @mply

with Act 257, Public Acts of Michigan, i976, as amended, the Open Meetings AcL

1.8. Procurement. The Financial Advisory Board shall adopt rules and/or

regulations goveming itb prccurement practices. As an intergovemmental entity, the

Financial Advisory Board is not bubject to City rules and/or r€ulations goveming

procurement activities or requirements appli€ble to procurement by State departments

or agencles.

1-29-12
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1-9. The Financial Advisory Boad is not authorized

under this Agreement to levy any type of tax within the boundaries of the Cily or to in

any way indebt the City, the Treasury Department, or. the State ex@pt as otheMise

expressly authori2ed in this Agreehent.

2. THEMAYORANDCIryCOUNCIL

2.1 Powe6 and Authoritv. The Mayor and the City Council shall @ntinue to

exercise all such poweF, privileges and authorities as are gEnted to each under the

Charter and appli€ble law. The Mayor and the City Council each have detemined, in

the dxercise of their discEtion and in furtherance of the joint gxerclse of power and

coopeEtive undeitaking detailed in this Agreement, to restEin their respective exercise

of their powe6, privileges and authorities in cettain circumshnces as provided in this

Agreement.

2.2 , Chief Financial offi€r.

(a) within 7 days after the effective date of this Ag€ement, the Mayor shall

create the pdsition of Chlef Finaricial offi@r as a grcup executive withtn the exedltive

offi€ of ihe Mayor. The Chief Financial Offi@r shatl superuise all finane ind budget

activities of the bity, shali reportdirectly to the Mayor, and shall be physically housedln

lhe executive offie of the Mayor. The chief Financial offier shall direbtly assist the

chief OpeEting Offier, the PrcgEm Management Director and other Directors, senior

€jxecutive staff and financial staff on all steiegic and tacti€l matters as they relate to

budget management, financial management, financial reporting, cosI benefit analysis,

forecasting needs, the securing of new funding, and adheren€ to the Budget and the

Triennial Budget The Chief Financial Officer shall be responsible for completing a



comprehensive examination of the Budget in order to improve seru'ices and promotg

efficiency. The Directoc of the Budget Departmbnt and the Finan€ Department shall

report directly to the Chief Financial Offi€r. The Chief Financial Off@r shall be treated

as a 'Directod for purposes of Sec. 5-103 of the charter provided that the Chief

Financial offi@r shall be appointed for a tem oF 5 yeaF and shall 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 aPPoindd and seruing.

(b) Not more than 30 days after the creation of the position of Chief Financial

Offi@r, the Mayor shal[ appoint a Chief Financial officerfrom a list of not less than 3

€ndidateq agreqd to between the Mayor and lh6'Gove'mor: ':eandidates,shall have

substaniial 'experien@ uiitir at least 1 of the following ilisOiplinsi (a) sophistiebj

municipal fnancial tmnsdc[ions, (b) Support Subjects in the ontext of distress and

tansition.envkbnments; (c) complex, multi-dimensional govehmdhtal restructurings; (d)

govemmental labor retations, hellth &ie beiefits and/or penslon mattets, and (e) local

ggvemment manasiement with goverhment unitd haMng aggEgbted revenues of $250

million or mord. in the event of a va€ncy in the dffi@ of Chief Findncial Offier, the

Mayor lmmediately sherii appoint an interim Chief Financial Omer with substantialty the

same qualifi€tions as required by this Section 2.2(b) fot the Chief Financial Offrcer.

'\Mthin 60 days of the occurene of the vaency, the Mayor shall appoint a suc@ssor

Chief Financial Offier from a list of 3 candidates agreed to betweeh the Mayor and the.

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

imendments to the prcjects, priorities and timing set forth on Annex B to the Mayor, the



City Council and the Financial Advisory Board for conside€tion, with notice to the

Trqasury Department The Chief Financial Offlceis compensation shall be agreed to

between the Mayor and the State Treasurer, and the City Council shall approve such

amendments to the City's 2011-2012 Official Compensation Schedule (the 'Whlte

EooK) as necessary to reflect the agreed-to compensation.

(a) Wrfi]in 7 days efter the effective date of this Agreement, the Jvlayor shall

create the ProgEm Management Ofii@ within the executive office of the.. Mayor, headed

by the posltion of ProgEm.Management.Director as a grcup executive The Program

Management Office shall implgment the Reform Program (defined below) projects set

,forth 
on Annex B; as amended and updated flom timg to time (the

and each a "Bqb&bi!At!yg'). The Prcgrem Management Director shall report direc-tly

to thg Mayor, and:shall be physielly, housed in lhe executive office of the Mayor. The

Prcgrlm Management fiirector shall supervise each Refom lnitiative and shall have

primary responsibility,foi deiigning, developing. managing, implementing and exe@ting

each Reform Initialive, including agting in the pla€ and stead of the Mayor and the City

Coundil wlth respect to a Reform Initiative'in the eyent that the Financial Advisory Board

finds a Refom Default 6fthls Agreement in respect ot'a Retom Initiative, as provided,in

and subject to Section 6-4 of this Ag@ement The PrcgEm Management Directorshall

coordindte implementation of therRefom Initiatives and shall coordinate with the Chibf

Ope€ting Officer and the Chief Financial Officer to minimize disruptions in City servies

resultiirg from the Reform Initiatives The Program Management Director from time to

time may propose amendments to the prcjects set forth on Annex B to the Mayor, the
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City Council and the Financial Advisory Board for consideration, with notie to the

Treasury DePartment.

(b) Not more than 30 days of lhe crcation of the position of Progmm

Management Director, the Mayor shall appoint a Program Management Director from a

list of not less than 3 €ndidates agreed to between the Mayor and the Govemor.

eandidites shall have hot less than fifteen y€aF' experience Wth 1 or more of

(a) support subjects in the context of distress and tEnsition environments, (b) comPlex,

multiiimensional govemmental ,restructurings, or (cJ lo€l govemment management

with govemmeni units having consolidated revenues of $250 million or more. The

;Program Management Director i:hall directly assist the chief operating Offier, the

Chief Financial Offi@r and olher DirectoE and senior executive staff, and shall be

treated as a 'Directo/ for purposes of Sec. 5-103 of the 
_Charter 

Drovided that the

Program Management Director shall be appointed for a tem bf 5 yeam and shall be

removed by,the Mayor onlf for Cause. Removal shall be subiect to the @nsent of the

City Council'and the Financial Advi.sory Board,, in each -€"" 1:,119, 
UV 

" T"tority vote of

.. the membeE then elected or appointed and serving. ln the event of a-va€ncy in lhe

ofti€ of PrcgEm Management Directar, the Mayor, within 60 days of the o@unen@ of

the vacancy, shall appoint d su@essor Program Managernent Director from a list of not

less than 3 endidates agreed to between the Mayor and the Govemor. The Program

Management Directods mmpeniation shall be agreed to between the Mayor and the

State Treasurer, and the City Council shall aPprove subh amendments to the White

Eook as necessary to refleit the agreed-to @mpensation.
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(c) The Program Management Director shall make periodic reports to the City

Council, no less often lhan monthly, in respect of the Refom Initiatives-

24

(a) The City desires to implement a number of actions in fiscal years 20'12 and

2013 including, but not limited to. the development and implementation of plans related

to the implementation of the Ciq/s 'Opemtional Refom Prog€m" attached hereto as

Annex B (the 'Phese.--t_8e&r.m'). The Mayor and/or City Council miy make

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

accomplish the Refom Program (defined below) \ivith the approval of the Financial

Advisory Board; and shall make modifi€tions to Ann* B if So directed by the Financial

Advisory Board.

(b) By approval of lhis Agreement, the City Council has approved of the

"Operational Reform Program'attached hereto ds Annex B and authorized its

implementation. The City council shall make such other changes in ordlnan@s and

resolutions and coordinate ib staff as may be ne@ssary or @nvenient to fully

implement l{nriex B as @ntemplated by this Agreement, as well 
"" "ppru. 

oth..

actions onsistent with the Refoim ProgEm-

2.5, Support of Ph,as I Refom CoopeEting with the City, the Treasury

Departinent, 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-

I Refom actions tak€n by the City under Sec. 2.4:

(a) : 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 City's outstanding
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indebtedness so as to provide liquidity prior to April 1, 2012. fhe
anticipated aggregate size of the refinancing(s) is approximately $'137
million, of which approximately $33 million will be used to retinance
existing debt, and approximately $104 million will be placed in an escrow
ac@unt and used to pay for costs of the Refom Program and for City
operating expenses- DEws from the escrow aciount shall be as and
when approved by the State Treasurer in the State Treasure/s discretion.

(b) The Treasury Department shall
stane (which may include in-kind

financial assistan€) and s.upport to the city in Epidly implementing the
following infomation technology prcjects:

(1) Completion ofa payroll system upgrade

(2) Integration of budgeting, amunting and financial reporting
syslems.

(3) lmplementation of i new gents management sistem.

(c) lnome tax olleclion: The Treasury Department will assist the City in

. Departnent. wil! explgre the possibility of mabling the ollection and
distribution oT the Clty inmme tax in.clnjunction Mth the collection.and
distribution bfthe statL income ier 

-

(d) Leqislative assistan@: The parties a(jree that legislation may be required
to give the'City the tools to adhieverpart,,of its-Section 2-4 {PhaFe I

Refalm) objectives, including, but not limited to legislation:

(1) Enabling FLD changes;

(2) Enabling Bus Rapid Transit legislation;

(3) lf detemined appropriate by the Financial Advisory Boad, enabling
the long-term funding of unfunded pension and other post-
employment benefi t liabilities

The Treasury Department agrees to dEft and present to the Govemor for
recommendation to the Legislature as a recommend measure under
Section 17 of Article V of the State Constitution of 1963 such legislation as
the City and State reasonably agree is necessary or appropriate to enable
the City to achieve_ its Phase I Reform objectives
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Consistent with

Mayo/s and City Council's development of the strategy, policies and long-tem vision oi

a revitalized City and to preserye financial integrity, following the implementation of the

Phase I Reiom actions detailed in Section 2.4, the City intends to implement a number

of additional actions (the 'ehgsg_!_aeform'), including, but not limited'to, the

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

disposition or elimination of Ciq, dePaitments, (b) g€nts maoagement estruduring, (c)

property management feview, and (d) the implementation of "best practi@s" with

respect to the City's pension and other post€mployment benefits in @nsultation with

ihe Financial Advisbiy Board arid In furtherance of the long-tenri vision. (The Phase t

Reform and the Phase ll Refom are refened to collectively in this Agieement as the.].''''
'89folBfusffa!0.') . .'

2.T Suoport of Phase ll Reform. Cooperati0g with the City, the Treasury

Department, in addition to the supportive activjties of thbfreasury Depa(rnent ahd the

State desqibed in Annex E, Mll undertake the following actions In support of the City's

Phase ll defom aclions taken under Sec. 2.6:
l..i:

(g) Leoislaiive assistane: The parties agree that legislation may be required
to give the City the tools to achieve part of its Section 2.6 (Phise ll
Reform) objectives, including but not limited to legisiation enabling greater

- intergovemmental oopbEtion. The,Tredsury Department agrees to dEft
and -present to the Govemor for re@mmendation to the LeQislature as a
recommend mbasure under Section 17 of Article V of tne State
Constitution of 1963 such legislation as the City and State reasonably
agree is ne@ssary or appropriate to enable the City to achieve its Phase
ll Reform objectives.

(b) : The Treasury
Department agrees to work cooperal.ively with the City in fomulating
options for statewide medical plan designs, retiree health care, pension,
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and other post€mployment benetits funding management and
consolidation to achieve administ€tive simplicity and e@nomies of scale-

(c) : The Treasury Department will provide techniel
assistane and suppqrt to the City in pursuing and administering federal
grant funds to pay for the demolition of abahdoned structures.

(d) : The Treasury De.partment will provide techni€l
assistan@ and support in respect ofthe Cily's real estate manageinerit
efforts to the exteRt reesonably requested by the city.

2.8

(a) lh.addition to any other repoding requirements hgrein, the Chief Financial

Offi@r ihall periodi€lly (and not less than mohthly) update the Meyor, the City Council,

the Financial Advisory Board and th9 Treasury Department regarding (a) he city's

.financial pedoman@ in'respect of the financial and operational metric recommended

under Section 1.5(a) and (b) the city's adheren€ to the Budget and the Triennial

Budget. Aily such updates shall be reporteil in writing to the Financial Advisoqi Board

and th6 Treasury Departmentand shall be posted to the City's website.

(b) In addition to any other reporting requirements heiein, the Program

Management Directorshall pedodically (Lnd not less than monthly) update the Mayor,

the City Council, the Treasury Departrnen! and the Financial Advisory Board Egarding

the stafus bf Reform Initiatives and ompletion of Annex B prgjects. Any such updates

shall be reported in wiiting to the Financial Advisory Board and shall be posted to the

City's webSite.

(c) \ fithin 45 days of the effective date of this Agreement, and on a monthly

basis thereafter, the Cify shall submit to the Treasury Department a detailed listing of all

a@ounts payable in amounts of $250,000.00 or more, together with the total aggregate

amount of all ac@unts payable, which are more than 30 days beyond each respective
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due date For each detailed ac@unt payable, the listing shall specify the date upon

which payment originally was due, the amount of the payment due including any

a@rued interest, the nam-e of the pe6on, business, unit of goveinment, or other entily

to which payment is due, and a proposed schedule for timely payment. The detailed

listing required by this paEgraph shall,be in a format prescribed by the Treasury

Department,

(d) Within 45 days of the effective date of this Agreement, Eind on a monthly

basis thereafter, the City shall prepare and maintain a fore€st of monthly carsh

derhands to meet the expenditures planned in the Budget. The €sh flow forecasL

prepared in a format acceptabb td the TreaSury DepartmenE shall be updated ahd

submitted to the Mayor, the City Council; the Financial Advisory Board and the Treasury

Department within the fiFt lo dayi foltowing the end of ea; month. A mdnthty report

of actual revenues and expenditures, prepareld in a foimat accephble to the Treasury

Department, shall be prepared and submitted to the Mayor, the city Council, the

Findncial Advisory Board and the Treasury Department within the first 1g days following

the end of each month-

' 2.g Appropriation: Llmitation. The Treasury Department's obligation to '

provjde linancial assistance to the-Refom Program under this AgEement Shall at all

times be subject to the mandate under Section 17 of Article lX of the State constitution

of 1963 that no money may be paid out of the state treasury ex€pt in pureuan@ of

appropriations made by law



3. FINANCIAL AND BUDGET PROCESS; REVENUE CONFERENCES;
TRIENNIAL BUDGET

(a) Consistent with Section 8-213 of the Charter, the Directo6 of the Finance

Department, Eudget Departrnent, Audiior Generul and City Council's Fiscal Analysis

Division shall hold a revenue estimating conference ('&yg!-qC_!9!&I9!9C') each

Janirary and July, or such other dates as shall be deternined by the Financial Advisory

Board or agreed to by the participants in the Revenue Conferen€, for the purpose of

adving at a consensus estimate of revenues to be available for the then current fis€l

yeai of the Oty ana te riext fis€l year beginning the follbwing July 1'r (such estimate,

a "8gy9qC_E5!ng!iS!1- The Boaid Chair oF the Financial Advlsory Bc'ard or his or her

designee and the Chief Financial Offier shall attend and partio'pate in lhe revenue

esiimating conferenie. The Board Chair of the Financial Advisory Board shall set the

meeting datei of the Revenue -Conference and shall preside over the Revenue

Conferen€ or, ih the absence of. the Board Chair, the Chief Financial Offier shall

preside; The evenUes u!-rder consideration shall include all geneEl fund, solid waste

funci, and ri6k-management fund revenues, revenues of enterprise agencies that equire

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

iompile and @nsider any and all outstandihg delinquent reeivables in the possession

of City agencies, departments and entities and, in @njunction with CorpoEtion

Counsel, reommend to the Mayor, the Chief Financial Officer, the city council and the

Financial Advisory Board the most efficieilt means lo collect this revenud, which may

include bollection procedures undertaken by the Law Department Revenue

Conference reports should adhere to the reporting standards recommended by the city



Council's Fisml Analysis Division except as otheMiee detemined by the Financial

Advisory Board

(b) At or in connection with a Revenue Conferen@, the Revenue Conference

may (a) take testimony from peEons with municipal finan@, budgetary, eonomic or

related expertise and (b) request and receive from all public officeE, departmbnts,

agencies and authorities of the City or the Treasury Department any assistance ahd

infomation necessary to arrive at a Revenue Estimation (togethei with all other

information considered by the Revenue Conferen€, such testimoni, assistane and

information, the "Reve4ue Estirhation Evidence").

(c) The Revenue Estimation shall inctude a detemination by the Reyenue

Conference of the amount of revenue to be applied Io redu€ any accumulated deficit

or, ifthere is no a@umulated deficit, to a budget stabilizatlon account (the "SgfAgide").

(d) The Revenue Estimation; inctuding iny set-asiOe, shall be rdviewedand

approved by the Firianciat Advisory Board as provided in Section 1.5(f) and thereafter

shall be gffective and binding for the Bijdget period to which it applies.

(e) For purposes of the City's fiscal y.ear 2013 Budget, and in lieu of the

foregoirig procedure, the City's Revenue Conference undei S;ction 8-213 of the

charter shall arive at the appli€ble Revenue Estimation and Set-Asidq which shall be

provided to the State Treasur€r for approval in lieu of apProval by the Financial Advisory

Board.

A Revenue

conference shall not be adjourned until the Board Chair, in the Board Chaiis discretion,

determines that either (a) a consensus regarding the Revenue Estimation based upon
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reasonable assumptions (economic and otheMise) has been reached or (b) sufficient

Revenue Estimation Evidene exists to allow for a Revenue Estimation, despite any

inability 10 reach a eonsensus with respect to such Revenue Estimation. A Revenue

Estimation shall set fdrth discrete revenue estimates from each of the City's major

revenud soures, in a form @nsistent Mth Treasury Department pronounbements,

including all of the following: (a) property taxes; (b) income taxes; (c) €sino gaming

taxes;. (d) State fevenue sharing znd other State grants; (e) fedeEl gErits; (0 liaenses,

fees, and pemits; (g) interest income; (h) proceeds from the sale or lease of any City-

owned assets; (i) opeEting tEnsfers or reimbuFements from other funds; and (i) other

fund5 if required by the eharter. lf a onsensus cannot be reached with respect to a

Revenue Esfimation within l4 days afler.the beginning of the Revenue Confdrene, the

Revenue Estimation Evidbn@ shdll be Submlfted by the Boeid Chair to the State

Treassrer, who shatl determine the Revenue Estimation, including any'Set-Aside, for

the up@ming Budget Period.

ExceDt for the Transitional Period

as set forth in Section 6.1(b) of this Agreement, the Mayor shi?ll not develop or propose

a Budget or any amendmeni to a Budgdt that (a) reflec'ts revenues ln exess of the

Revenue Estimdtion, riet of any Set-Aside, apprcvad by the Financial Advisory Board

for the coresponding Budget year, (b) reflects the collection oF revenue frdm soulces

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) incorpoEtes payments not

approved by the Financial Advisory Board as part oF the Budgel
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Ex@pt for lhe TEnsitional

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 geneEl appropriations ordinance or

any amendment to a general appropriations ordinance that (a) reflects revenues in

ex@ss oF the RevenUe Estimation, net of any Set-Aside, approved by lhe Finatrcial

Advisory Board for the cotresponding Budget year, (b) reflects the @llection of revenue

from solres not approved by the FinancialAdvisory Board, (c) fails to cpmply with the

requirements of \ct 2 or other applicable law; or (d) incorporates payments not

apprcVed by th6 Financial Advisory Board as part of thfi Budget.

The Budget adoPted for each fis€l

yearforthe City shall comply with the followingirequirements:

(a) Subject to Seqr'.ons 3^1 to 3.4 of this Agrrement, each Budget shall be
prepared and presented, and each appropriations act prcposed by thb
City shall be adopted, In accordan€ with the provisions of Act 2, Public
Acts of Michigan, 1969, as amended, the Uniforri Budgeting and
Accounting Act (.Act 2), applicable provisions of the charter, dnd se6-
18-2-16 through 18-2-25 of the Detroit City code; as amenddd trom time
lo time, The milestones for arinual Budget adoption, including Rdvenue
Conferenes, are set forth on A!!g!lQ hereto.

(b) Beginning with the f,rst Budget adopted after the eresiion of this
' Agreement, the proposd Budget for each fFel yeai shdll be transmitted

by the Mayor to the Financial Advisory Board not later than March 29 of
eacn year.

(c) Durlng the period @vered by any Budget, the Mayor shall propose such
amendments to the existing Budget as are ne€ssary G4, the reduction
of budgeted expenditures; thd adjustment of quarterly allotments) on a
timdly basis so as to prevent an expenditure from being made.for which
adequate revenues are unawilable or are prcjected to be unavailable
G.q, on account of a shortfall in actual revenue, or unusual or
extraordinary expenditures) or otheMise to support the initiatives in the
Triennial Budget. No amendments or modifi€tions proposed by the
Mayor to any proposed or approved Budget or approved by City Council

34
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shall become effective unless such amendments are consistent with the
Triennial Budget, as certihed by the Chief Financial Offi€r.

(d) Each Budget shall be designed to ensire that lhe City shall not end the
relevant fsel year with an operating deficit in any fund (any such deficit,
an "OpeEtinq Deficit"), provided !!lA!, upon the recommendatioh of the
Findncial Advisory Board, the Mayor shall have the authority to propose,
and the City Council shall have the authority to epprove, OpdEting
Deficits proposed in Budgets or amendments thereto in the Financial
Advisdry Board's sole discretion.

. (e]

' other pro@eds permitted by law, bnd will be iniufficlent to satsfy
within.30.days of notifi€tion of such
the City Councll the Chief'Financial
adopted, would prevent expenditures
s for that curent frscal' vbar. The

ns ftom
tota'l'of
tiirated
provroe

(D this the City.shatl
' any orized by the

xces udget unless
ayor

(9) , lf during a fiscal year the Chief Financial Ofiicer beomes .aware of .a
proFiosed financial tfansaction or settlement of claim which, in th6 Chief
Financial Offt@ds judgment, .will have.a lmaterial adve6e. impaot r)n lhe
Budget or on City's tong-term ability to aahteve dnd maintain Financial
Stability, the Chief Financial Offi€r shall report the Chlef Financial
Officefs concerns respecting lhe proposed tEnsaction to the Mayor, the
Ci[y Council, fhe Financial Advisory Board and the Treasury Departrnent

3.6 Budoet.Reductions: Ordinance Within 60 days oF the effective date oF this

Agreement, the City Council shall adopt an amendment to lhe Finan€ and Taxation

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

Chief Financial Officer r€ports to the Mayor, or if the Council Fiscal Analysis Director
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reports to the Cibi Council and the Chief Financial offi@r @ncu$, that expenditures

during a fis€l year have exceeded or are likely to ex@ed appropriated levels, the

Mayor shall submit a proposed appropriation amendment to the Cify council decreasing

budgeted appropriations in amounts sufficient to avoid the deficit; and the City Council

prompuy shall amend appropriations to avoid the deficit; and furthe[ if the city council

fails to so amend ihe appropriation ordinan€ as poposed by the Mayor within 45 ddys

after the submittal of th.e proposed appropriation amendment, then the requested

appropriation amendment:subinitted by the Mayor becomes'effeotive. The powers and

actionqauth.orized by this Section 3.6 shall be gEnted puEuanl to MCL 141.15 14a and

MCL 141.1519(1Xb) to the'extent necessary to impiement this section 3.6, but only to

the limitedextentand limiled tiqle ne@ssary to imPlementffit seaion s.o.

3:7. 'Triennial-.Budqet. f) 
ns a means of addressing th'e''Ciys fiscal

imbalanes and a@:lm.ulated deficit and to pemit @ritinuoyg planninii at least three

fiselyearb in the future, beginning with fisel year 2o1z the city, in consultation with

the Financial Advisory Board, shall develop and maintain a Trierinial Budget for

adoption by the City- Council. The Trienriial.Budget shall contain specific and realistic

operdiidhal ri6trics,,epdnditure reductions, revenue set-asides, or specific and realistic

revelnud enhancements, or any combination of them, in an amount sufficl€int to addless,

within a period of not to ex€ed 5 yeds, any cunent or accumulated deficit in any fund

mainiained by the City The Financial Advisory Board may approve modifi€tions to the

oeriod within which the accumulated deficit will be eliminated. In addition, the Triennial

Budget shall provide fbr the liquidation of all signifient inter-fund payables and

receivables, not regularly settled, in not to exceed 5 years from the date of this
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Agreement- The Financial Advisory Board may approve modifi€tions to the period

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

Budget shall include details oF the budget appropriation, reductions in employed salary,

wages, employee retirement systems, other fringe benefi[s, debt retirement, and

opeEting expendifures or revenue enhan@ments.

(b) The initial Triennial Budget dhall be,prepared and adopted prior to the end

of the TEnsi[ion Period (defined below), or such other date determined by the Chief

Financial Offi€r and reported to the Financial Advisory Board and the Teasury

Departrnent, and shall include the subjects set forth on Anpex A-1 hereto. When

adopted by the City and approved by the Treasury Department, the initial Triennial

Budget shall be attached as Annex A-2 hereto. The Triennial Budget shall be a

"financial plan'(soni;times refered to as a "deficit eli;ihation plan') \iuithin the meaning

of Act 140, provlded that the Treasury Department shall review compliance with thb

Triennial Budget annually, aird shall retain full discretion under laui to dnnually aFipidve

of or disapprove of the then-cuffent Triennial Budget as a satisfactory deficit elimlnatjon

plan.

(c) Beginning with the Cib/s fisal yea( 2014 Budget, a copy of lhe proposed

Triennial Budget shall be filed with the Treasury Department not latbr than April 12 of

each year concunently with Submitial of the Mayods a;nual.Budget to City Council

under the Ciqy's Finanbe and Taxation Ordinan@. The Cig shall aiprove of and amend

the Budget from time to time as ne@ssary to give full effect to the Triennial Budget.

The Chief-Financial Officer shall have primary responsibility under the Mayor for the
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development of and adherence to the Triennial Budget- The Triennial Budget shall be

posted on the City's website.

4. COLLECTIVEBARGAININGAGREEMENTS

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

execute, amend, modiry; reject or teminate colleative bargaining agreements to the

fullest exteht authbrired by law

The parties hereto agree

that the Mayor shall not propose or execute, and the City Council shall not apprcve, any

instrument which modifies, amenos, ekenas, supplements or replaces ihu tu-. oi

@nditions oi or is a sucessor agreemeni to, any collective bargaining agreement iri

effect as of the effeglive datb df lhis Agreement or thereafter gnless guch modification,

amendrlent, ext"l:igl::lppl"tent, repla@ment o, 
"u"*..o, "gr""ment 

satisfies the

requiremqnts of Aonex D as determined by the Financial Advisory Board or'if a

modifi€tion, amehdment, extension, supplement, or replacement is requied by law.

For purposes of this section 4.2,' "@llecive bargaining ag.reemenf includes an

arbitEtjon award, . repting an arbitEtion award resulting from an arbitration

proeeding ooncluded prior to the effective date of this Agreement.

4.3 collebtive Baroainino Ao€ements; Approval. The Labor Relations

Division shall act under the direction of the M:ryor in the negotiation and administmtion

of collective bargaining @ntracts. Upon the prior approval of the Financial Advisory

Board, the head of the Labor Relations Division shall deliver to the Mayor any proposed

collective bargaining agreement which satisfies the requirements of Section 4 2 of this

Agreement for consideration and transmittal to the City Council in accordance with Sec
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6-408oftheCharter TheMayorshallnotapproveandtEnsmittotheCityCouncil,and

the City Council shall not approve ol any collective bargaining agreement which does

not satisry the requirements of Section 4.2 of this AgreemenL lf the City Council fails

approve a collective bargaining agieement as proposed by the lVlayor and apprdved 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

collective bargaining agreement in thb Fjlace and stead ofthe city council. The powe6

and actions of the Fin;hcial Advisory Board authorized by this Section 4.3 shall be

gmnted irurcuant to MCL 141.1514a, MCL-141.1519(1)(9) and 141.151g(ddxi) to the .

aitent necessary to implement this section 4.3, but only to the limited extent and limited

time necessary to implement this Section 4-3.

4.4: Duty to Baroanq. lt is the State Treasure/s detemination puEuant to MCL .

141.i514a(1)) that beiginning 30 days aft€jr the eflective date of this Agreemeni, the

city ls not subject to Sec:. 15(1) of Ait 336,'Public Acts of Miciigan, | 947, as arirended,

the Public Employment Relations AcL McL 423-215, fot the remaining term of this

AgreemenL

5. PENDING LITIGATION REPORT

5-1 ' Report Filinq. aegiinning on July 15;201_2, and ontinuing thereafteron a

quarterly basls, the City's Law Department shall submit to the Financial Advisory Board

a report (the'e9E[!LLit!gat!o!_Rcp9d') identifying all pending lawsuits or other legal

actions or pro@edin0s- (including, but not limited to, lawsuits, actions or pro@edings

related to workere' compensation claims) to which the City is a party (any such lawsuit,

action or irro€eding, a "Pendinq 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 @urt

and judge before which the Pending Action is pending; (d) legal counsel representing

the City (if other than the Law Department); (e) the specifib cause(s) of action; (f) the

length of time the Pending Action has been pending; (g) an esttmate as lo the budgetary

impaot upon the City (ifany) from a disposition ofthe Pending Action unlavoEble to the

City; (h) the appli€bility 'of any liability insuEne maintrained by the City; (i) an

assesanient of the likely outmme of sgch Pending Action (which section of the Pending

Litigation Report shall remain s,ubJect to any and elll applicable privileges); and () any

.proposed settlement or disposition of any Pending Action. The city shall not settle or

otheMise dispose of any Pending Action in an amount of $250,000.00 or inore without

the prior writted on3ent of the Financial Advisory Board under Section 1-5(m) of this

Agreement or, prior to.the first:meeting of the Financial Advisory Board, the State

Treasurer. For purposes ilf the Pending Litigatidn Repord the Financial Advisory Board

shall be the client oFlhe CitFs'!:aw Department and shall be ehtitled to the attomey-

client privllege, the attorney work product privilege, and all other privileges and duties

afforded lo clients under the Michigan Rul6 of Professional ConducL

6. DEFAULTS ANE REMEDIES

6.1 Oblioatigns of the pa4ies. (a) The City, through its offi€E and the Ci9

Council and appliebte law is bound by the obligations setforth in, and shall edhere to,

this Agreement. Timely achievement of the Refom Program and perfomance of the

financial and opeEtional requir6ments set forth in this Agreement are of the essence of

this Agreement The Mayor and the city Council (and all departments, agencies and

other entities organized within, and all officers acting on behalf of, the Mayor and the



MICHIGAN DEPARTMENT OF TREASURY

City Councill including in particular the Program Management Director and the ProgEm

Management OFfi@) shall provide the Financial Advisory Board with a@ss to all

information, documentation and personnel as may be reasenably requested by the

Einancial Advisory Board from time to time, with respect to all matteE related to the

Refom Prog€m andlor addressed in this Agreement- During the tem of this

Agreement, no offi@r or employee ot.itre City shall knowingly (a) take any action in

violation ofthe terms ol or shall fail of refuse to take any action reasonably required by,

this Agreement; or (b) prepare, present or ceiti0/ any infomation (including any

prcjections or estimates) or report for the Mayor, the Chief Financial Orfi9er, the

Progam Management offi@, the city Council, the Revenue conFerene or the

Financial Advisory Board that is false or misleading in any material respecL or, upon

leaming that anrsuch Information is false or misleading in a material respect, shatl fdil

promptly to advise the-Financial Advisory Boad or the Mayor, the Chief Financial

Offlcer and the Program Mariagement Directbr theieof.

' (b) The Treasury Depariment, thtough the State .Treasurer and appli€ble

lawt ls bound bi'thei obligationJ set forth in, and shall adhere to, this AgreemenL

6.2 Material Brea;h: Detuutt. (a) Forpurposars of this AgreemenL 
.a breqch of

the obligatioris set forth in this Agjreement, if uncured, shall be mnsidered a material

breaeh of this Agreement if, in the judgment of the Financial Advisory Board, the brcach

(i) materially impai6 the timely and mmplete implementation of the Refom PrcgEm, (i0

materially impaiF the Financial Advisory Board's ability [o exercise its express

responsibilities under this Agreement, or (iii) materially advereely affects the completion

of 1 or more Reform Initiatives Wthout 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, Anne{ B and Annex D shall be @nsidered of primary importance in the

achievement of thb Refom Program whose peifomane is essential to the

achievement of this Agreement's urgent public pUrposes.

(b) lf the Financial Advisory Board detemines thdt a material breach of this

Agreement has gcured or is occuring, the Financial Advisory Board shall immediately

4otify the Mayor, the City Council and the Tr€asury Deparlment of its determination.

Upon re@ipt of the ndtice, the Mayor and.the City Council, or either of them, shdll take

all laMul steps ne€s3ary to qethe miterial breach within 30 days. or, if the (naterial

breach is of a nature which €nnot be cued within 30 days, shalt @mmence and

diligently puFue a cqre, and shalt reporttliesteps laken to the FinancialAdvisory Boad

and the Treasury DepartmenL The Finanda( Advisory Board shall investigate the

circumstances and shall evaluate the effi€oy of lhe cule dr attempted cure by the

Mayor or City Council. The Mayor or the OiV Councii, shall have the opportunity to

present evidene and argument to the Financial Advisory Board as to any aspeot of the

material breach and-the efncacy of any d€. FolloMng the aeiEtion of the 30iay

cure period, the Financial Adu'ery Board shall make a deteminatioi as to whether the

material breach has been adequately cured. Following its investigation and thd reeipt

of eviden€ and argument, the Financial Advisory Board shall make a declaEtion as to

whether a default in the performan€ of the obligations under this Agreement. A

declaEtion that a default has occurred shall require a vote of the Financial Advisory

Board pursuantto Section 1.0 of this Agreement.
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63 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

puEuant to Act 14O andlor (ii) Economic Vitality In@ntive Program payments or other

intergovemmental assistane between the Treasury Departmerit or the State and the

City puFuant to Act 140 and other appli€ble law, in each ese to the extent pemitted

by laq @) thawithholding by the Treasury Ddpartment of approvals to enter the €pital

markefs under Act 34; (c) a€elerating or exerCising olher rights and remedies by the

Treasuri Department for @llection bf my existing loans from the State to the City

under, 9{- Act 243 or other appliebte liw; (d) the filing of @urt proceedings by the

Financial Advisory Board or the State Treasurer in the Cirdiit Cburt for Wayne County:

Michigan, or the U.S. District Court for the Eastem District of Michigan seeking

mandamus, an injiinction, appoinhrient of'a refeiee, or other equitabld relief conSistent

with the urgent public purposes of this Agreement bo as to ciusg the obligations of this

Agreedent to be fully and timely performdd; (e) the plaement oF the City in EeiveFhip

as provided in MCL 141.1515; arid/or (D other remedies available to the Treasury

Department or under State law. The remedles provided in this Section 6.3 shall be

cumulative.

6.4

Timely achievement of the Refom Program being ofthe essence of this Agreement, in

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

Refom Initiatives:

(a) lf in the judgment of the Mayor, the City Council, the Chief Financial

Officer, the Progam Management Director, the Financial Advisory Board or the

Treasury Department a breach in the provisions of this Agreement, including the

Annexes, has odred or is imminently likely to o@r whjlch is materially frustEting or

will materially frustEte lhe timely implementgtion bf one or more Reform Initiatives (a

'), the ProgEm Managemdnt Director bhall provide written

noti@ of the Reform Default Condition to the Mayor, the City council, the Financial

Advisory. Board and the Trcasury Department. Upon reobipt of the notice, the Mayor

and the City Council, oreitherof them, shall take all laMul steps necessarry to cure he

Reioim Default condition within 30 days, or, if the Reform Default condition is of a

nature which cannot be cured within 30 days, shall commence and {iligently pureue a

cuE, and shall report thd steps taken to the FinancialAdvisory Board and the Treasury

DeDartmenL

(b) Upon re@ipt of the noti@ of a Refom Default Condition, the Financial

Advisory Board shall inv-est'gate the circumsbn@s and shalleEluate the effi€cy of the

cure or aitempted cure by the Jvlayor or city Coqncil. The Mayor or the City council

shall have the opportunity to present evidence and arbument to the Financial Advisory

Board as to any aspect of the Refom Default Condition and the efficacy of any cure.

Following the expiration of the 30iay cure Period, the Financial Advisory Boad shall

make a detemination as to whether the Reform DeFault condition has been adequately

cured so as to prevent a material breach of this Agreement respecting one oT more



Refom Initiatives. Following its investigation and the receipt of evidence and argument,

the Financial Advisory Board shall makb a declaration as to.whether a default in the

performan€ of the obligations under this Agreement in respect of one or more Refom

Initiatives has occured (a '89foq_q9fa!Le). A declaration that a Reform Default has

occured sha'll requiie a vote of the Financial Advisory Board pursuant to Section 1 6 of

this Agireement. l

(c) lir the event of a detemination of a Reform Default by the Financial

Advisory Bbard, and immediately dpon the approval of the declaEtion that a Refom

Default has o@ured, the Mayor'shall be deemed.to have delegated his executive

authority with respect of the Reform. lnitiative or lnitiatives for which a Refom Default

has been declared, but only in €spect gf sueh Refom Initiative or Initiatives, to the

Program Management Directofi and the.C.]ti4 Coungil, by approvel of this Agreement,

shall be deemed to hhve given full legislaUve approv;l and autirority to proceed with the

implementati6n and execution of such Feform Initiaiive or lnitiatives, but only in respect

qf such Reform tnitjative or Initiatives..- Thd Progmm Mandgement Director thereafter

shall exercise_ all laMul authoriy. .of Jhe. City in respect of the ac@mplishmbnt

implementatiori and exeqution glthrBefgrm lnitiative or Initiatives for wiich the Reform

Default was declared, provided that the Progmm Management Director.shall be under

the supervision ol and shall repprt frequently, but not l6s often than monthly, to the

Financial Advisory Board, the Treasury Department, lhe Mayor dnd the City Council in

respect of the Program Management Director's actions, and the Financial Advisory

Board shall review and approve or disapprove the prbposed actions of the Program

Management Director, including specifically the approval of any @ntracts proposed to
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be executed by the ProgEm 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 gEnted puFuant to MCL 141.1514a, MCL

fl1-1519(1)(9) and 141.151g(ddxi) ta the extent necessary to implement this Section

6.4(c), but only to the limited extent and limited tjme ne€ssary to implement this

Section 6.4(c).

(d) Upon the earlier of (i) the ac@mplishment of the Refom Initiative or

Initiatives for which-the Financial Advisory Board had declared a Refom Default or (ii)

the elimination or cure ol the event or condition which was the basis of the Refom

. Default, the Financial Advisory soaid, upon the reconiirendation of the ProgEm

Management Director or on its own motion, shall, by majority vote,-decldre the Refom

.Defallt teminated. The Financial Ad-visory Board also may consider€ declaEtion that

the Refom Default is terminated upon petition by the Mayor or the City council.

lmmeiJiately upon such declaration, the €xecutiie authority oi'lhe Mayor and the

legislative approval of the'city couhcil terhpoErily empowdring the Prcgram

Management Dirdctor in respect of the speciirc Reforin Initiative or Initiatives shall be

deemed restored to the Mdyor and City iouncil ahd the g€nts under:section 6.4(c)

shall be withdmwn.

Provided that this

Agreement remains in effect and there is no material failure to @mply with, or adhere

to, this Agreement on the part of the city, the Treasury Department and the Finanoial

Advisory Board shall forbear from exercising any of its resiective remedies under

Section 6 3.



6.6 The obligations of the City

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

@ntingencies within the City's reasonable @ntrol, including, but not timited to, clerical

6nors, mmputer ?ailures, late mailings oi the failure to comply with repqrting due dates

or other scheduled due dates excepting due to adverse weqther, acts of God, acts of

thiid parties or complianee with couit ordeE. lf the due date for a report, listing or other

document ialls on a weekend or legal holiday, then the rePod; listing, oI other document

shall be due on the first day thereaftq that is not a weekend or legal holiday.

6.7 TEnsitionalProvisions.

(a) The parties ackrowledge that gn amunt of inadequ_ate Fysterhs and other

opeiationat @nstraints, the City will be Unable to satisry the reporling and budgetir.lg

requiiemeirb set forth it1 this Agr€emdnt as of the effective date ofthis Agreement. The

partim agree that from the 6ffective date bf this Ag€ement until 60 days after the date

that the Chief Finitncial Offi@r @mmences serving (the 'Tfe!Ej!9!3Leedgd'), thb City

will make every effort to mmply with thd reporting requiremen.ts set lorth in this

Agreemenq but any failure to @mply with !t'.e,.,1f'y ..q.gh reporting requirements during

the TEnsitional Period shall not be deemed to be a material breach of this Agreement

(b) The parties acknow.ledge that as.of the effective date cif this Agreement

and during the Transitional Period, the city will be in the midst of its budget preparefion

pro€ss for fhe fis€l year 2o'lg Budget, and lhat therefore the Budget provisions of this

Agreement, including the respansibilities of the Financial Advisory Board and the

adoption of the initial Triennial Budget, cannot be fully ac@mplished for the fiscal year

2013Budget. TheCityandtheTreasuryDepartmentagreethatduringtheTransitional
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Period, the City will make every effort to comply with the Budget proeess requirements

set forth in this Agreement, and any failure to comply with any such Budget process

requirements during the TEnsitional Period may be waived by the State Treasurer.

Until the Board Chair of the Financial Advisory Board has been appointed and the Chief

Financial Officbr has -commen@d serving, the City's Revenue Conference under

Sectioh 8-213 of the Charter shall arive at lhe Revenue Estimation for fisi€l year 2013,

j and State Treasurer shall approve of the Revenue Estimation in lieu of the. Finandial

Advisory Board lnder Sections 3.1 and 3.2 of this Agreemenli which shall form the

basls of the Mayo/s proposed fisel 14ear 2013 Budget submitted pursuant to Section

3-3 ofthis Agreeinent€nd the City Council's approved fisGil year2013 Budget'pursuant

to S.ectfoh 3-4 of this Agreement. Notwithstanding the provisions of this Sggtion 6.7(b),

the Mayor aiqd ihii CityrCouncil shiall fully perform their respective obligations under.Act

i arid the Chaiter ln respect of the fis€l year 2013 Budget prepaEtion and shall €use

the fis€l year 2013 Budoet and the 2013 geneEl appropriations ordinan@ to be in

effect as ofJuly 1, 2012-

7. AMENDMENT; WAIVEROF PROVISIONS

7.1 AmendmenL Waiver. This Alireement and the Annexes hbieto may Ue

amended only in writing by the mutual @nsent of the Financiai Advibory Board, the

'State Treasurer and the City (or their reSDective sucessors or pemitted assigns),

eviden@d by all ne@ssary and proper authority. By agreement of the parties, the

Financial Advisory Board, in its sole discretion, may waive irr forbear from any provisioh

of this Agreement that -requires an act by the City, provided that, for the avoidane of

doubt, no entity 9ther than the Financial Advisory Board shall be pemitted to waive or
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fotbear from any provision hereof that otheMise relates to a power reserued for the

Financial Advisory Board. No waiver o[ or forbeaEnce from any provision of this

Agreement shall arise from any action or inaction of the Financial Advisciry Board,

except puBuant to an instrument in writing expressly waiving or forbearing from the

provision executed by the party entjtled to the benefit of the prcvision. The parties

anlicipate that Annex B to this Agreement will be amended and updated from time to

time to reflect the dynamic nature of the Refom ProgEm. Amendments may be

proposed by the Mayor, the city Council, the chief Financial Offier, the Program

Management Director, the Financial Advisory Board or the Treasury Department '

8. DURATIoN oFAGREEMENT; RELEASE

a.1

This Agreement shall remain ih effect until both of the follgwing occur ("Financial

Stabllitv"):

(a) The date of the earlier of:

(i) the end of the third @nse.@tive fis€l year of.the City in which each of the
following @nditions have been satisfied: (A) lhe City's financial-statements indiete, on the basis of a@unting pfinciples genemlly
aqgepted in the United States, that the City. geneEl fund, excluding any
'revenues derived from borrowed funds, is not in a deficit condition; and (B)
the City's a@umulated deficlt has,been eliminatedi oi

(ii) the City has achieved and maintained for at leabt two consecutive
. €lendar yeas a credit rating by two or more nationally recognized

securities rating agencies (without regard to any third party mdit
enhaniement) on the Cit/s outstanding long-tem 0nsubodinated debt in
any of the four highest long-term debt rating categories of such rating
agency (BBB/Baa or higher), without regard to any retinement or gradation
oF such rating category by numerical modifier or otheMise; and

(b) The date that the State Treasurer certifies to the Governorthat 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, ex@pting for fund deficits of ?n immaterial nature; or

(B) requ-ire implementation of the Treasury Department's aqthority under Sec. 802 ofAct

34.

(c) \Mbn in the Mayo/s judgment the forbgoing financial conditions have

been achieved by the City, ?llowing for the temination of this Agreemeht, the Mayol

with the airproval ofthe City Council, may apply to the Financial Advisory Bqard to be

released from the tems and,@nditions of this Agreement. The Financiql Advisory-

Board shall promptly consider the appli€tion and shail approve o[ deny the request in

the exelcise oiits reasonable discEtion based upon the prepondeEnce of the eviden€.

presented. tf approval is denied, the Financial Advisory Board shall provide in writinli

the reasons for the denial-

(d) This Agreement may be eerlier temiinated by the Financial Advisory

Board, with the @nsent of the State Treasurer, if requested by the Mayor and the City

Council on behalfof City or by the Treasury Departmenl

9. coNTtNUIIGEFFEGT;EMPLoYEES;SEVERABILITY

9.1 continuinq Effecl. This Agneement shall remain in effect until teminated

or until the Financial Advisory Board has released the City from the tems and

conditions ofthis Agfeement pu6uant to section 8.1(c).

12 . While this Agreement represents a ioint

exero'se of power by the City and the Treasury Department, this Agreement does not

transfei functions or seruices from the city or the Treasury Department to the Financial

Advisory Board Nothing in this Agreement prohibits the City from subsequently



entering into a cont€ct 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 B, as amended, MCL 124.531 to 124.536.

9.3 Em.plovees In no event shall this Agreement direct, pemit or enable the

transfer of employees or groups of employees from the City to the Financial Advisory

Board or otherwise [o merge or create a "workforce" of the Financial Advisory Board..

Nothing in this Agreement creatbs an employment relationship between [he employeqs

of tde city or the Tieasury Department and the Financial Advisbry Board The City shall

function as the emptoyer of personnel and skff of the city needed for the joint exerpise

of powdr under this Agreement. The Treasury Department shall fun_dion as the

employer of peEonnel ahd staff of the Treasury Department needed for the joint

exercise of Fower under this Agreement. The Financial Advisory Board shall function_

as the emirloyer of any persorinel and staff of the Financial Advisory Board not

otherwlse employed by the city or the Teasury Department needed for the joint

exercise ol power under this Agreement. No employees of the city or the Trcasury
l'1-::

Departrnent are transfened from the City or the Treasury Department to the Financial

Advisory aoai under this Ageament.

9.4 The Financial Advisory Board has the

responsibility, autnority, anA right to manage and direct on behalf of the public the

functions or serui@s df the Financial Advisory Board peifomed oi exercised by the

Financial Advisory Board under this Agreenient. The city has the responsi6ility,

authority, and right to manage and direct on behalf of the public the functions or

services oF the City perfomed or exercised by the City under this Agreement The State



Treasurer has the responsibility, authorily, and right to manage and direct on behalf of

the public the functions orseruies of the Treasury Department perfomed or exercised

by the Treasury Department under this Agreement.

9.5 Sevembilifu.- lf any provision of this Agreement, or its application to any

pereon, party or cirdmstance, is detemined to be invalid or unenfoicbable for any

reason, the iemalnder of this Agreement and its application to other pereons, parties or

circumstan€s shall flot be affected and shall rcmain bnforceable to the full extent

-pemifted 
by law. On account of the urgent public purpoJes and the protection gf the

public health, safeti, and welfare sought to be aGomplished by this Ageement, lt is the

intent of the parties t0 continue to implement the provisions of this Agreement, in whole

or in p.arJ, to the fultest extent possible under applioable law.

10. COUNTERPARTS

1o.1 This Agreement shall be executed in five or

more countetparts, and by the parties hereto in separate @unterparts, eacih of which

when execuled shall be deemed to be an original, but all of which taken together shall

cdnstitute one and the same agieemenl Execution may be dcccimplished by delivery of

original or electronic opies of the signature page hereto (g&, by facsimile or email).
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