EMERGENCY MANAGER
CITY OF DETROIT

ORDER No. 21

ORDER APPROVING PENSION FREEZE FOR CITY
EMPLOYEES

BY THE AUTHORITY VESTED IN THE EMERGENCY MANAGER
FOR THE CITY OF DETROIT
PURSUANT TO MICHIGAN'’S PUBLIC ACT 436 OF 2012,
KEVYN D. ORR, THE EMERGENCY MANAGER,
ISSUES THE FOLLOWING ORDER:

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

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

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




Further, Section 9(2) of PA 436 prohibits, during the pendency of receivership, the Detroit
Mayor and City Council from exercising “any powers of those offices except as may be
specifically authorized in writing by the [EM] or as otherwise provided by [PA 436] and are
subject to any conditions required by the [EM];” and

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

Section 12(1)(a) of PA 436 authorizes the EM “notwithstanding any charter provision
to the contrary,” to “[a]nalyze factors and circumstances contributing to the financial emergency
of the local government and initiate steps to correct the condition;” and

Section 12(1)(b) of PA 436 authorizes the EM “notwithstanding any charter provision
to the contrary,” to “[a]mend, revise, approve, or disapprove the budget of the local government,
and limit the total amount appropriated or expended;” and

Section 12(1)(d) of PA 436 authorizes the EM “notwithstanding any charter provision
to the contrary,” to “[r]equire and approve or disapprove, or amend or revise, a plan for paying
all outstanding obligations of the local government;” and

Section 12(1)(dd) of PA 436 authorizes the EM, “notwithstanding any charter provision
to the contrary,” to “[e]xercise solely, for and on behalf of the local government, all other
authority and responsibilities of the chief administrative officer and governing body concerning
the adoption, amendment, and enforcement of ordinances or resolutions of the local
government” as provided in the Michigan Home Rule City Act, Act 279 of 1909, Michigan
Compiled Laws (“M.C.L.”) §§ 117.1 to 117.38 (the “Home Rule Act”); and

Section 12(1)(ee) of PA 436 authorizes the EM, “notwithstanding any charter provision
to the contrary,” to “[t]ake any other action or exercise any power or authority of any officer,
employee, department, board, commission, or other similar entity of the local government,
whether elected or appointed, relating to the operation of the local government. The power of
the [EM] shall be superior to and supersede the power of any of the foregoing officers or
entities;” and

Pursuant to Section 12(2) of PA 436, “during the pendency of the receivership, the
authority of the chief administrative officer and governing body to exercise power for and on
behalf of the local government under law, charter, and ordinance shall be suspended and vested

in the [EM]).”

At the current time, pursuant to Section 12 of PA 436, the Emergency Manager has
determined that implementing the following changes to terms and conditions of employment for
employees currently participating in the General Retirement System is consistent with the



purposes of PA 436 and will enhance the City’s capacity to provide or cause to be provided
necessary governmental services essential to the public health, safety, and welfare in addition to
rectifying the City’s financial emergency.

It is hereby ordered that:

1.

Effective as of December 31, 2013 (the “Freeze Date”), no employees hired or rehired by
the City of Detroit will be eligible to participate in the General Retirement System of the
City of Detroit (“GRS”), and the GRS will be closed to all new employees.

10.

Effective as of the Freeze Date, benefit accruals for GRS members will be frozen based
on the years of credited service and Average Final Compensation as of such Freeze Date.

Effective as of the Freeze Date, the City’s 1998 Defined Contribution Plan will be closed
to all employees hired or rehired by the City of Detroit and no future contributions will be
made to or accepted by such plan after the last payroll date that occurs in 2013.

Effective as of the Freeze Date, the Annuity Savings Fund is closed to new employees
and rehired employees. The Annuity Savings Fund will stop accepting future
contributions as soon as administratively practicable after the Freeze Date but no later
than the last applicable payroll dates that occur in January 2014.

Members who are not vested in a pension under Article II of Chapter 47 of the Detroit
Code of Ordinances or in an Employer Contribution Account under Article IIT of Chapter
47 of the Detroit Code of Ordinances as of the Freeze Date shall not be entitled to such
benefits under the GRS.

Effective as of the Freeze Date, the pension improvement factor (escalator) is eliminated
and no future cost of living adjustments shall be made with respect to any accrued
benefits paid or payable to any GRS member.

Effective as of January 1, 2014, the City will establish a new qualified defined
contribution plan that is intended to meet the requirements of Section 401(a) of the
Internal Revenue Code (the “Code”) (the “401(a) Plan”).

Unions representing affected employees either have received or will receive a letter
informing them of the substance of this Order.

Nothing in this Order shall be interpreted as contrary to Federal law.

If any component of this Order is declared illegal, unenforceable, or ineffective by a court
of competent jurisdiction, such component shall be deemed severable so that all other

11.
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This Order is effective immediately upon the date of execution below.



12. The EM may modify, amend, rescind, replace, supplement, or otherwise revise this Order

13.

at any time.

This Order shall be distributed to the Mayor, Mayor-elect, City Council members, City
Council members-elect, all department heads, and the State of Michigan Department of

Treasury.
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State of Michigan Department of Treasury
Dave Bing, Mayor

Michael Duggan, Mayor-elect

Members of Detroit City Council
Members of Detroit City Council-elect
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Kevyn’; Orr
//Emergency Manager
g City of Detroit




