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INTRODUCTION

A pre-hearing conference was conducted in Port Huron, Michigan
on June 15, 1992. The hearing was held in Port Huron, Michigan on
August 18 and September 14, 1992. The arbitration panel met in
conference on December 1, 1992 in Bloomfield Hills, Michigan.

The parties' stipulations are summarized as follows:
A. The statutory time limits are waived.

B. The new contract will be for three years beginning
July 1, 1991.

C. All disputed issues are econcmic.

D. There are 8 comparable communities: Bay City, East
Lansing, Holland, Jackson, Kentw?od, Midland,
Muskegon, and Portage, Michigan.

There are five outstanding issues between the parties. These

are the following:

1. Wages for the period July 1, 1991 through
June 26, 1992.

2. Employee pension contributions.

3. Health insurance deductibles.

' At page 5 of its Brief, the Union states that it "does not

concede that these communities are, in fact, comparables and has
stipulated to them for expediency in this proceeding, without
prejudice to its rights in future negotiations or arbitration
hearings to challenge their appropriateness."
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4. Eligibility for health care benefits for
future retirees hired after January 1, 1993.

5. Disability plan in lieu of current sick leave
plan for employees hired after January 1, 1993.

Because the outstanding issues are economic, the Panel is required
to accept the last offer of settlement made by one or the other
party for each issue. 1In deciding which offers to accept, the
Panel has considered the factors set forth in Section 9 of Act 312

PA 1969. Section 9 reads:

Where there is no agreement between the par-
ties, or where there is an agreement but the
parties have bequn negotiations or discussions
looking to a new agreement or amendment of the
existing agreement, and wage rates or other
conditions of employment under the proposed
new or amended agreement are in dispute, the
arbitration panel shall base its findings,
opinions and order on the following factors,
as applicable:

(a) The lawful authority of the employer.
(b) Stipulations of the parties.

(¢) The interest and welfare of the public
and the financial ability of the unit of
government to meet those costs.

(d) Comparison of the wages, hours and condi-
tions of employment of the employees involved
in the arbitration proceeding with the wages,
hours and conditions of employment of other
employees performing similar services and with
other employees generally:

(1} In public employment in comparable
communities.



City's Final Offer:
period July 1, 1991 through June 26, 1992.

Union's Final Offer:
period July 1, 1991 through June 26, 1992,

(ii} In private employment in comparable
communities.

{e) The average consumer prices for goods and
services, commonly known as the cost of liv-
ing.

(£) The overall compensation presently re-
ceived by the employees, including direct wage
compensation, vacations, holidays and other
excused time, insurance and pensions, medical
and hospitalization benefits, the continuity
and stability of employment, and all other
benefits received.

(g) Changes in any of the foregoing circum-
stances during the pendency of the arbitration
proceedings.

(h) Such other factors, not confined to the
foregoing, which are normally or traditionally
taken in consideration in the determination of
wages, hours and conditions of employment
through voluntary <collective bargaining,
mediation, fact-finding, arbitration or other-
wise between the parties, in the public ser-
vice or in private employment.

Factors (a) and (¢) are not in issue.

1. WAGES

The City is offering an across-~the-board wage increase of 4%

for all classifications at each step for the first year of the
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contract beginning July 1, 1991; the Union is requesting a 5% wage

increase for this period. At the first day of hearing, the parties
stipulated that the Union had agreed not to ask for more than 5%
for the first year of the contract and 4% for the second year of
the contract in exchange for the City's agreement to pay 4% for the
third year of the contract. (Transcript of August 18, 1992

hearing, p. 9, hereafter "Tr I, p. "). At the second day of

hearing, the parties stipulated to a 4% raise for the second year
of the contract (Transcript of September 14, 1992 hearing, p. 4,
hereafter, "Tr II, p. _____"). Therefore, only the first year's
increase is in dispute.

On this issue, the parties differ on the computation of
salaries of comparable communities and the meaning and effect of
the Act 312 Award and Addendum prepared and issued by Arbitrator
Mark Glazer in 1987. On the first issue, the City explains that
the only pay rates of comparable communities which the Panel should
consider are pay rates in effect on the first day of the City's
fiscal and contract year -- July 1. In other words, if a pay rate
in effect on July 1, 1991 in a comparable community were $30,000
and on January 1, 1992 it was increased to $32,000, the latter
increase should be disregarded in deciding the rate increase issue
in the present case. In support of its position, the City arques
that historically neither the parties nor Act 312 Arbitrators ever
factored interim salary increases into the salaries paid by
comparable communities, in determining salaries for the Port Huron

fire fighters. The Glazer Award was based on salaries in effect on
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July 1 only and did not look to actual or "annualized" salaries
paid by comparable communities. No discussion of "annualized" pay
rates occurred in any previous Act 312 proceedings between the
parties.

The Union argues that 12 month pay rates reflect reality; and
the record does not show with any certainty how past arbitrators
measured pay rates or the extent to which interim pay rate
increases occurred in comparable communities.

The parties are setting their three salary increases to be
effective approximately at the beginning of each fiscal year (July
1, 1991, June 27, 1992, and June 26, 1993). In listing the
salaries paid to fire fighters in comparable communities the Union
has determined actual salaries in effect in those communities
during the 12 month period beginning July 1. Some of these
communities have salary increases within the 12 month periods.
This may be illustrated as follows: Effective July 1, 1991, Bay
City provided a base salary of $31,741. Six months (or one-half
year) later, Bay City raised its base salary to $32,381, where it
remained until July 1, 1992, Thus, Bay City's actual wage rates
for the period July 1, 1991 to July 1, 1992 would be $15,870.50
($31,741 multiplied by .5 year) plus $16,190.50 ($32,381 multiplied
by .5 year) which equals $32,061.

Section 9(d) of Act 312 refers to the "Comparison of the wages
+ « » of the employees involved in the arbitration proceeding with
the wages . . . of other employees . . . in comparable communi-

ties." This lanquage would appear to contemplate actual wage rates
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in comparable communities, which would include interim salary
increases. It does not appear that any previous Act 312 panel of
the parties has explicitly ruled on this issue. Nor does the
evidence show that this was ever previously a disputed issue
between the parties (Tr. I, p. 94). Further, the record does not
establish the extent of interim salary increases of comparable
communities in past Act 312 Awards of the parties or in the
parties' own negotiated settlements. In these circumstances, it
seems more appropriate for the present Panel to use the actual pay
rates of the comparable communities. Blended or "annualized" rates
will be used.

The next issue is which final offer is to be adopted with
blended or "annualized" rates as the bench mark. With "annualized"
salary rates of the comparable communities and also the parties’
assumption that two communities with unsettled contracts will
increase their salary rates by 4% annually, the difference between
the parties comes into clearer focus. The City argues at page 6 of
its Brief that even when "annualized" earnings are used, its 4%
offer for July 1, 1991 will place the fire fighters $8 per year
above the average:

The 4% wage increase proposed by the City for
July 1, 1991 would result in a salary of
$32,898.00. As of that date, the average pay
for fire fighters in comparable. communities
was $32,554.00. See, City Exhibit 21. Howev-
er, even if wage rates are "annualized" as the
Union proposed, the average pay of the compa-
rable communities for the year beginning July
1, 1991 was §$32,892.00. C(Clearly, even under
the Union's Exhibit 15, which utilizes its

flawed salary calculation formula, the City's
-6~
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proposal leaves the members of this bargaining

unit above the average of the comparables. Of
course, the Union would like them to be even

further above the average of the comparables,

but there is no basis in the historical record

or in the evidence presented in this case to

justify such a further leap.
Therefore, the City's offer exceeds the average for the period July
1, 1991 through June 26, 1992. The City also argues that the
parties' interim agreement dated March 30, 1989 to raise rates "to
the average” on July 1, 1989 (City Ex. 26} shows the parties’' own
understanding that the fire fighters need not be paid above the
average.

The Union agrees that the City's proposed 4% increase for July

1, 1991 will put the fire fighters $8 per year above the average of
the comparable communities in the first year. The Union argques,
however, that by reason of the agreed upon 4% raises for the next
two years and the parties’' assumption of a 4% raise for two
comparable communities without contracts, a 4% raise in the first
year will have the effect of putting the fire fighters below the
average beginning July 1, 1992. With a 5% salary increase the fire
fighters will remain less than 1% above the average of the
comparable communities for each of the three years. At pages 11
and 12 of its brief, the Union explains this as follows:

[A]Jcceptance of the Union's 5% offer for the

first year would result in a Port Huron fire

fighter being $323, or .98%, above the average
wage of $32,892 . . .




the average.

the average of the comparable communities.

In the second year, effective July 1,
1992, . . . Union Exhibit 16 reviews only
those salaries currently in effect for the
1992-93 contract year. A review of the full
paid fire fighter salary in each of the compa-
rables, assuming a 4% increase where no cur-
rent wage exists in each year, 1991 through
1994, as was first done by the City in its
exhibits (see C #21, Tr. Vol. 1, 44), demon-
strates even more clearly that the Union's
last offer should be awarded. 1In 1992-1993
two of the comparables have not yet reached an
agreement. Both the City of Port Huron and
Union have assumed an increase of 4% for each
comparable with an expired rate. The resul-
tant average of the comparables is then
$34,300. The Union's last offer is only $243,
.71%, above the average. The City's last
offer is $86 below the average.

In the third year, effective July 1,
1993, the parties have again stipulated to a
4% increase. Once again, the City's last
offer in the first year would result in a base
salary well below the average by the third
year. Based upon the assumptions agreed to by
the parties, the average of the comparables is
$35,673 for a full paid fire fighter in the
third year. The last offer of the Union is
only $252, or .71% above the average. Howev-
er, the city's last offer would yield a base
salary of $91 below the average.

The Union relies on the Glazer Award and Addendum for its

position that the Port Huron fire fighters are entitled to be above

tion that the fire fighters are entitled to salaries which exceed

not clearly explain how much the salaries are to exceed the

average. Arbitrator Glazer wrote on this point:

It is my strongest intention that the fire
fighters remain above the average for wages in
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the second year of this contract. Thisg does
not mean at the average or close to the aver-

age, but requires that fire fighters' wages,
exclusive of longevity pay or any other fac-

tor, exceed the average rate for the compa-~
rable communities in the second vear.

The phrase "close to the average" is ambiguous. It may mean
"slightly less than the average" or it may mean "slightly more than
the average"” or it may mean "slightly less or slightly more than
the average." All that can be said with certainty is that
Arbitrator Glazer wanted the fire fighters to be paid at least some
amount in excess of the average.

The Union's point is that even if a trivial excess were all
that the Glazer award meant (whereas it actually signified more)
then, by the second year the fire fighters would be below the
average with a 4% increase in the firat year.

The Union adds that the parties' March 30, 1989 interim
agreement to raise rates on July 1, 1989 "to the average" (City Ex.
26) is not fatal to its position. First, the ensuing increase on
July 1, 1989 placed the fire fighters above the average (Union Ex.
20}). Second, unless the Union's final offer of a 5% increase for
the first year is accepted, the fire fighters will fall below the
average beginning July 1, 1992,

The Panel accepts the Union's final offer of a 5% increase for
the parties' first contract year. This increase will assure that
the Port Huron fire fighters do not fall below the average of the

comparable communities in the second and third years of the

contract.,




Section 9(f) of Act 312 refers to the "overall compensation"
of the employees including their "medical and hospitalization
benefits." And Section 9(h) of Act 312 refers to "other factors .
. +» which are normally or traditicnally taken into consideration in
the determination of wages, hours, and conditions of employment.*
It is noted that later in this Opinion and Award the Panel adopts
the City's final offer which introduces medical deductibles of $275
and $550 per year. The 1% which has divided the parties on wages
equals an average of $316 per employee. In addition to assuring
that Port Huron fire fighter salaries will not fall below the
average of comparable communities for all three years of the
contract, the 1% will serve to lighten the burden fire fighters
will experience in paying as much as the first $550 of their
medical expenses each year. In addition, later in this Opinion and
Award, the Panel is retaining the 4% employee pension contribution.
By reason of the parties' agreement to change pension plans, the
City will enjoy a substantial reduction in its pension contribu-

tions for the Port Huron fire fighters.

Dated: D‘eC, ,7, ‘qql 77!:6'\44,«\) / éﬂi\l‘(uo_,

Thomas L. Gravelle, Chairman

Dated: /‘;1’/ //{?/? 2 M/ %}“‘d

Dorglag Alexander, City Del.
/Dissents

Dated: /2 - /cP - FE— J,

Robert Thompson, Union Pél.
Concurs/Dissents
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2. EMPLOYEE PENSION CONTRIBUTIONS

Union's Final Offer: Effective July 1, 1992, no employee
pension contribution under MERS unless City contributions exceed
15.1%, in which event "employees shall contribute 50% of the
contribution required by MERS beyond 15.01%, up to a maximum of a
4% employee contribution.”

City's Final Offer: Pre-existing 4% annual employee pension
contribution to continue under MERS.

The parties have agreed as of July 1, 1992 to switch pension
coverage from the City of Port Huron Policemen and Firemen
Retirement System (the charter system) to the state-run Municipal
Employees Retirement System (MERS) (Joint Ex. 5).

The Union's major arqument focuses on the City's reduced
contributions to MERS. The Union explains that the City will enjoy
substantially reduced contributions under MERS by reason of the
transfer to it from the Charter Plan of employee or employer
assets, from the City's recent 15.01% contribution to 11.8% without
any employee contributions, and to 7.8% if employees contribute 4%
to MERS. The City will save $69;823 with no employee contributions
or $156,830 if employees contribute 4%. The Union states, "There
is no justification for such a windfall to the City." To protect
the City from future contribution increases the Union offers to
split contributicons over 15.1% up to a maximum employee contribu-
tion of 4%. The Union's review of the comparable communities shows

"the diversity of options available for the financing of retirement
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systems."” The Union's favored comparable communities are the three
which have no employee pension contributions.

The City argues that average employee pension contributions in
the comparable communities is 4.9% (City Ex. 50). Even if
Holland's employee contributions were reduced from 5% to 4%, as the
Union is seeking there, the average contributions would be 4.2%.
Further, Port Huron's police and police command officers contribute
4.8% and 4% for pensions. (In a recent settlement between Port
Huron and its police command officers, it was agreed that the
command officers will continue to make 4% pension contributions.)
Although in the short term the City will enjoy reduced contribu-
tions, pension benefit levels are guaranteed by the City. As a
result, it is possible that the City's pension contributions will
rise in the future. With no employee contributions, the City would
bear the sole risk of larger funding obligations in the future.
The City has not demanded a wage freeze in return for the elimina-
tion of employee pension contributions. It would be unprecedented
for employees to avoid pension contributions and also receive a
raise.

The Panel believes that a comparison of both external and
internal comparables supports the City's position. In addition,
eliminating employee contributions would have a dramatic effect on
their overall compensation. Here, the parties agree that the new
pension plan improves retirement benefits. For the second and
third years of the contract, the fire fighters will receive a 4%

annual salary increase. Reducing their pension contribution from
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4% to zero would have the effect of giving them an 8% annual
compensation increase for the second and third contract years with
no diminution of retirement benefits. This increase in overall
compensation would be greater than that received to date by other
Port Huron employees and would exceed the increase in the consumer
price index in 1992. With the introduction in the second contract
year of an out-of-pocket payment of $§550 for basic health coverage
factored into overall compensation, the net effect of a zero
pension contribution would be an increase in overall compensation
in the second contract year of about 6.3% and in the third contract
vear of about 6.4%, These increases, too, would be greater than
what it appears that most other Port Huron employees will receive.
Finally, ability to pay is not in issue here. Therefore, the fact
that the City's pension contributions will be reduced during the
term of this contract is not controlling. Even at this most
favorable time for fire fighter retirement funding, the Union's
analysis shows that the City will make pension contributions of
7.8% if the fire fighters® 4% contribution rate is retained. 7.8%
is more than one-half of what the City's pension contributions
would have been if the parties had not changed plans (Union Ex.
34). The point is that the City is saving money; yet it still is
making substantial retirement contributions in behalf of the fire
fighters, and its contributions are likely to increase in the long
run.

Because this is an economic issue, the Panel is required to

choose between two final offers. It does not have the power to
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make a compromise. Comparability, overall compensation, and the
cost of living favor the City. For the reasons stated in this
Decision, the City's final offer on pension contributions is

accepted.

Dated: _2€<. i7, 1792\, m-wum) / C(\a\r&l}n

Thomas L. Gravelle, Chairman

sacets _ /812 i L.

Dodgla# Alexander, City Del.
oncurs/biesents-

Dated: No-/F -7 Z /’4’%’

Robert Thompson, Union Del.

Concurs/Rissents

3. HEALTH INSURANCE

City's Final Offer: Effective January 1, 1993 the current
plan shall be modified to include deductible program DRI 275/550.

Union's Final Offer: Retain no deductible on basic coverage.

Both final offers agree on two changes from the most recent
contract: Prescription Drug Benefit Program PD-MAC with a $5.00 co-
pay; and Waiver of Medical Coverage.

The issue to be decided, then, is the introducticn of a
deductible on basic coverage. Under the City's proposal, an

individual employee would have a maximum annual deductible cost of
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$275 on basic coverage, and a family would have a maximum annual

deductible cost of $550 on basic coverage.

In support of this change, the City argues: It is inequitable
for it alone to bear the cost of escalating medical costs. The
City estimates that over the past 10 years, its health care
expenditures have increased over 286.59% while its general fund
budget has increased about 53.32% (City Ex. 38) The City has
sought a less expensive alternative to its present health coverage
and retained a consulting firm toladvise it. The firm concluded
(and the City agreed) that satisfactory HMO's or PPO's {(which would
have been less expensive) were unavailable in the Port Huron.
Therefore, the City has retained its highly rated (and expensive)
Blue Cross/Blue Shield coverage. The proposed deductible is
already scheduled to go into effect on January 1, 1993 for all City
non-Union employees (including department directors) and unionized
employees in the DPW, housing and housing clerical bargaining
units: These are about 2/3 of all City employees. Most of the
stipulated comparable communities have bequn to address the problem
of escalating health care costs (City Ex. 42). Employers generally
are seeking to switch some of the costs of health care to their
employees.

In opposing this change, the Union argues: It has already
made two concessions to the City on the City's last offer. The
Union has agreed to the increase from $3.00 to $5.00 for medication
prescriptions. The Union estimates that the city will save $173.40

per year per fire fighter for this concession, or the sum of
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$9,363.60 for the 54 person bargaining unit. The Union has also
agreed to the City's final offer which allows employees to waive
health insurance coverage in exchange for a payment of $100.00 each
month. If exercised, this would give the City a net saving of more
than $4000 per year per waiver. The Union asks the Panel to take
into account these two concessions in deciding to reject the
$275/$550 annual deductible which the City seeks. The Union adds
that only one stipulated comparable community, Midland, has a
deductible on basic coverage; and its deductible is $150/%$300. As
to the other Port Huron employees who will be covered by the
$275/$550 deductible, none had access to compulsory arbitration
under Act 312.

It is difficult to calibrate health care plans. Douglas
Alexander of the City testified that there "is a very, very complex
combination of possible alternatives in health care coverage" (TR
I, p. 149). But it is appropriate to have a sense of entire plans
in deciding the issue before us. These include basic coverage and
master medical coverage. All comparable communities provide basic
coverage, and seven of the eight comparable communities provide
master medical coverage. As to master medical deductibles (an
issue not disputed by the parties), Midland is at $150/$300; East
Lansing is at $200/$400; and the other comparable communities are
at $100/$200. Port Buron's master medical deductible is the same
as the latter, $100 per individual and $200 per family per year.
As to master medical co-pay (also an issue not disputed by the

parties), four comparable communities are at 80/20 and three
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comparable communities are at 90/10. Port Huron's master medical
co-pay is the same as the latter, a 10% co-pay for master medical
services. Drug deductibles wvary among the comparables. The
parties' agreed upon $5.00 per prescription deductible is at the
high end among the comparable communities.

Among the comparable communities, Midland appears to be the
closest analogue on the issue before us. Midland has a deductible
from basic coverage of $150 per year for individuals and $300 per
year for families; a master medical deductible of $150/$300; a
master medical co-pay of 80/20; and a prescription drug deductible
of §5 (City Ex. 42; Union Ex. 44). Port Huron has a master medical
deductible of $100/$200 and a master medical co-pay of 90/10, but
is seeking a deductible from basic coverage of $275 per year for
individuals and $550 per year for families. A $5 deductible for
prescriptions will apply to both Midland and Port Huron. Thus,
except for the difference in the amount of the deductible for basic
coverage (a difference of $125 per year for an individual and $250
per year for families), Port Huron's health coverage appears to
compare favorably with Midland's. On overall compensation,
Midland's fire fighter wages are somewhat higher than Port Huron's
($340 per year as of July 1, 1992); but Midland's fire fighters
make retirement contributions of 8% per year (Union Exs. 14, 29).

Among the comparables, only Bay City has not effected any
additional actual or potential cost sharing for health care
expenses. However, Bay City provides no master medical coverage.

Further, Port Huron fire fighters are better paid than Bay City's
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fire fighters. With a 5% raise for 1991-1992 the base salary rate

for a Port Huron fire fighter willi be §33,215, whereas the
"annualized" base rate for this period for a Bay City fire fighter
was $32,061, a difference of 51,154 for the year. Bay City fire
fighters alsc make retirement contributions of 8% per year (Union
Ex. 29).

Internal comparables favor the City on the issue before us.

At page 14 of its bfief, the City explains:

On January 1, 1993, the DRI 275/550
Program is already scheduled to go into effect
for all non-union employees of the City,
including the City Manager, department heads,
and unionized employees in the DPW, housing
and housing clerical bargaining units. Thus,
approximately two-thirds of all City employees
are already covered under this Program.
Moreover, the City is proposing the same
change in coverage for police patrol and
pelice command officers in the on-going Act
312 proceedings with those units. It should
be emphasized that the City's Last Best Offer
would apply only to active employees. There
would be no change in the terms or scope of
coverage for retirees.

If the Union's final offer were accepted, the fire fighters, unlike
most of the City's employees (including the Chief of the Fire

Department), would enjoy no deductible on their basic coverage.

Employee sharing of the burden of escalating health care coverage

is painful and frustrating. It serves to erode their income
through no fault of their own. However, where sharing affects high
and low alike, as here, this factor of internal comparability
offers strong support for extension to this bargaining unit.
Precisely because employee sharing of rising health care costs is
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a "hot button" issue, comparable health care payments among all

employees of a municipality has a special appeal.

The issue boils down to this: Are the Port Huron fire
fighters to enjoy comparable coverage among comparable communities
and to avoid a payment which most Port Huron employees, including
the City's highest officers, are subject to? Or are the Port Huron
fire fighters to pay what appears to be the highest out-of-pocket
expense (aside from master medical deductibles) for comparable
coverage among the comparable communities, where a majority of
their fellow Port Huron employees are already bound to pay this
same expense?

For the reasons given above, the Panel believes that the
disposition of this troublesome issue tips in the City's favor.
Therefore, the City's final offer of a $275/$550 annual deductible

for basic health insurance coverage is accepted.

Dated: _U£< . 17', (CI?Q W /G/"'-V“(U.\,

Thomas L. Gravelle, Chairman

Dated: /’/'7 //4/92 %% /M

26hgld§ Alexander, City Del.
oncurs/bPiesents

Dated: RS- P2

Robert Thompson, Union Del.
Concurs/Dissents
ittt
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4. 80 POINT PLAN

City's Final Offer: Employees hired after January 1, 1993
must have a combination of age and years of service that equals or
exceeds 80 points in order to receive City paid medical benefits
upon retirement.

Union's Final Offer: No change from present contract.

The City is seeking this change as "a modest step to control
retirement health care costs for new employees hired after January
1, 1993." The 80 points refer to a combination of age and years of
service.

Port Huron fire fighters are eligible to retire after age 50
with 25 years of service and to receive upon retirement full
retiree health insurance coverage. There is no separate eligibili-
ty requirement for retiree health insurance. If the City's final
offer were accepted, and an affected fire fighter retired before
reaching 80 points, he would be forever barred from receiving
retiree health insurance coverage. The Union explainsg that if this
proposal were accepted its effect would be to delay eligibility for
retirement: "In effect, the date on which an individual actually
becomes eligible for normal retirement becomes meaningless and an
individual only would retire once the "80 point" rule was met.
(City Ex. 76)"

The Union also argues that none of the comparable communities
requires "points" for eligibility for retiree health insurance.

"In all of them, when an individual is eligible to retire, he is
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also eligible for full retiree health insurance benefits (Union Ex.
77). The Union adds that although some other Port Huron employees
will be brought under the 80 Point Plan, these employees already
were ineligible to retire before attaining 25 years of experience
and age 55, which equals 80 points anyway. The Union also objects
to the introduction of a two-tier system, which this would be
because it would only apply to fire fighters hired after January 1,
1993.

A review of the external and internal comparables support the
Union's position. A two-tier system with the pension penalty
involved here is unsupported by either type of comparable.
Further, a two-tier system of this type in the long run would tend
to promote a measure of disharmony between the existing fire
fighters and the new fire fighters. In these circumstances, the

Union's final offer is accepted.

Dated: DCC. /7, /?92 ﬂw/ 6/‘(\!‘*-»(/()-

Thomas L. Gravelle, Chairman

Dated: /2//5’/?2 %//M

e Dofiglas”Alexander, City Del.
/Dissents

Dated: i P L @ /,./EE

Robert Thompson, Union Del.
Concurs/Dissents
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5. DISABILITY INCOME PLAN

City's Final Offer: Employees hired after January 1, 1993
shall be covered by the City's Disability Income Plan rather than
under the traditional Sick Leave Policy available to current
employees.

Union's Final Offer: No change from present contract, as
expressed in Article III, Section 3-7, Sick Leave Accumulation.

The City argques: 1Its final offer will have no effect on
current employees, who will have the option of not participating or
of "freezing" their accumulated sick leave days and being covered
by the Disability Income Plan. The change, then, would only be
required of employees hired after January 1, 1993. The only
disadvantage of this Plan over the Sick Leave Policy is that it
would eliminate the sick leave payout now received by employees at
retirement. This payout for retiring fire fighters is sometimes in
the range of $10,000 or $11,000 (City Ex. 62). This amounts to a
large retirement bonus under the gquise of a sick leave payout.

The Union argues: In all comparable communities, sick leave
is accrued and paid out at retirement in a manner similar to the
way it is accrued and paid out in Port Huron. The two comparable
communities with disability insurance provide it as a supplement to
traditional sick leave. In many instances, the City's Disability
Income Plan would be inferior to the present Sick Leave Policy.
For example, it has waiting periods of one and two weeks and
afterward pays only 67% of an employee's salary. This also could

have an adverse effect on an employee's pension benefit if he were

-22-



often on disability in his last three years of employment. The

Union also objects to the introduction of a mandatory two-tier
system. This introduction could have been avoided by making the
Disability Income Plan optional for all employees including those
hired after January 1, 1993.

A review of the comparable communities clearly supports the
Union's position (Union Exs. 63 -~ 73). As with the proposed 80
Point Plan for new fire fighters, a two-tier system of this type in
the long run would tend to promote a measure of disharmony between
the existing fire fighters and the new fire fighters. In these

circumstances, the Union's final offer is accepted.

patess _Pec 17 (392 T oo [ Grortdhs

Thomas I.. Gravelle, Chairman

pated: /;\; //{ /?2 W M

D ugla§ Alexander, City Del.
/Dlssents

Dated: LS —FZ '15;,
Robert Thompson, Union Del.
Concurs/Dissents
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I. INTRODUCTION
The parties in this matter, being unable to agree on all of
the terms and conditions of a new three year collective bargaining
agreement, have resorted to the Act 312 arbitration process, Five
provisions of the collective bargaining agreement remain in
dispute. 1In its Brief, the City of Port Hurbn will set forth its

position regarding each unresolved issue in the order used by the

parties in their Last Best Offers.

II. BACKGROUND

The normal complement of employees in the Port Huron Fire
Department is fifty-five. The Department operates three fire
stations., Other than occasiocnal services under a mutual aid pact,
fire fighters are not required to respond to calls or fires
outside the boundaries of tha City. 1In 1989, they responded to
826 calls. 1In 1990, this figure dropped to 734, and in 1991,
there were only 661 calls. See, TR Vol. 1, p. 65. This averages
out to less than one call per station per day. Of course, all
"calls" are not actual fires. In addition to fires, there were
five chemical emergency calls in the City in 1990, and two such
calls in 1991.

The term of the contract before this Panel is three years,

beginning July 1, 1991 and ending June 30, 1994. The parties were

able to reach agreemén yber of issues prior to the

commencement of the pAring. The terms of those

agreements are set fo
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this Panel, and will be incorporated as part of the new collective
bargaining agreement. In addition, during the hearing, the
parties were able to stipulate on the wage increase to be awarded
in the second and third years of the labor contract.

The parties were also able to agree on the comparable
communities to be reviewed by the Arbitration Panel. They are the
cities traditionally employed as comparables in contract
negotiations and Act 312 proceedings between the City and its
various labor unions. The agreed-upon comparables are: Bay City,

East Lansing, Hollang, Jackson, Kentwood, Midland, Muskegon, and

Portage.
III. ARGUMENT
A. Wages
I The only unresolved wage issue is the percentage increase to

be awarded the members of this bargaining unit for the period from

July 1, 1991 through fune 26, 1992) the first year of the

| collactive bargaining agreement. The parties have already agreed

that 4% increases will be awarded on June 27, }gpz and June 26,

11993. The City proposes that a 4% increase also be awarded for

the year beginning July 1, 1991. The Union has requested a 5%

wage increase.

Douglas Alexander has served for twelve years as Assistant to
the City Manager of the City of Port Huron. He was the only
witness on the issue of wages who has been involved in previous

negotiations between the City and this Union. Mr. Alexander has

-2 -
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also served as the City's delegate in the two prior most recent

Act 312 proceedings involving this bargaining unit.

Mr. Alexander testified that, so long as it was within its
financial means, the City histoHically has attempted to pay its
fire fighters a base wage equal to the average wage in the
comparable communities. This policy has been practiced both when
the parties themselves negotiated labor agreements and when the
parties resorted to the Act 312 arbitration process,

Mr. Alexander conceded that in the 1986 Act 312 arbit jon
--..--.---lIII--.---IIlI-IIIII--...-I-I-ii;;
award invelving these parties, Arbitrator Glazer had ruled that
the City's fire fighters should be above the average of the

comparables on base wages. However, he noted that even the

Union's own Exhibits established that in the two following years,

:'5_1987 and 1988, the base wages of the City's fire fighters were

the average of the comparables. See, Union Exhibit 20.

Exhibit 26,
mhe exception of the Glazer award, the Union submitted
no evidence or testimony which challenged Mr. Alexander's
testimony concerning the historical practice and understanding of

the parties in this regard. Rather, the real dispute on this

issue was ove of the comparable communities

should be calculated. The Union asserted that the average should

oreover, the Memorandum Of Understanding between the parties\

executed on March 30, 1989, after the Glazer award, reflects their )

et
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be calculated by "annualizing" salaries. It first calculated an
average salary for fire fighters in a particular community based
on all wage rates in effect during a particular Port Huron
contract year, then calculated the average of all of these
averages to determine an overall average for the comparables.

As the evidence showed, this method of calculation is

contrary to the long-established practice of the Parties a.mliy.
Alexander testified

first day of the citx's ;;scal and contract year - Julx l. This

practice was clearly followed in the March 30, 1989 Memorandum Of

Understapding between the parties. ges, City Exhibit 26, Mr.

A}sﬁandar also testified that there had been no discusg‘gn of
ous Act 312 proceedings. See,

TR Vol. I, pp. 71-74, 89-90, 94. The Union did not dispute these
points. Moreover, even though the Union's argument that Port
Huron's fire fighters should be paid above the average of a
comparable community's was based entirely on Arbitrator Glazer's
1986 award, the Union's own witness conceded that there wqg_agh
evidence that Arb er had "annualized" salaries in the
mannexr proposed by the Union, even though there had been mid-year
- wage increases in at least some of the comparable communities.
See, TR Vol. i, p. 57.

In short, there is no doubt that the method used by the City
in calculating the average rates of the comparable communities is

consistent with the historic practice and expectations of these
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parties. Moreover, this method is neither unusual nor inherently
unfair to either side on a long term basis. It is, therefore, the
more appropriate formula to be used in this proceaeding as well;
especially since no strong reason for now abandoning the existing
method has been advanced.

While the wages of the comparable communities are obviously
the prime factor to be considered by the Panel with regard to this
issue, several other pieces of evidence are also relevant.

During the period of the most recently expired three-year
contract, Port Huron's fire fighters received a total wage
increase of 12.6%, the largest increase for any group of City
employees. ‘KTT-;;KEr employees, both unionized and non-unionized,
received only a total of 12% in increases. The proposed 4% wage
increase for the first year of the new contract is consistent with
the position the City has taken in all other negotiations with
City employees. Moreover, by stipulating to a 4% wage increase
for the members of this unit for the 1992-93 contractual year, the
City had already again agreed to a higher settlement with this
unit than has been offered or agreed to by any City employees for
the period in question. See, City Exhibit 24.

While it is true that Arbitrator Glaat the wage
issue should be addressed without consideration of Sther payments
received by the fire fighters, this Panel is certainly not

e

precluded from noting and weighing the fact that the City's fire

ers averaga o ble

communities in longevity pay, and that they have a lower than

—
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average employee pension contribution. Both of these benefits

provide substantial effective increases in their take-home pay in
comparison to that of fire fighters in comparable communities.
In this case, all of these factors, while relevant, merely
lend support to a conclusion which is evident from a cursory
review of the figures provided by the parties. The 4% wage
increase proposed by the City fox Jslx 1‘ 1991 would result in a

salary of $32,898.00. As of that date, the average pay for fire
e
fighters in comparable communities was $32,554.00 See, City

P———

Exhibit 21. However,'even if wage rates are "annualized" as the
1d

Union proposed, the aﬁerage pay of the comparable communities for

the year beginning July 1, 1991 was $32,89%2.00. Clearly, even
i under the Union's Exhibit 1%, which utilizes its flawed salary

calculation formula, 's 8 ves e g8 of

course, the Union would like them to be even further above the
average of the comparables, but there is no basis in the
historical record or in the evidence presented in this case to
Justify such a further leaéj

Whether this Panel examines external or internal comparables,
the City's proposal better satisfies the pay standards used by
these parties. It is more than sufficient to keep the City's fire
fighterWs, and it is
as generous an offer as the City has proposed or given to any of
its employees. The Union has falled to establish that the wage

increase it seeks is justified.

AL LY AT e 45 17 AT
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For all of the reasons set forth above, the City of Port

Huron asks this Panel to accept the City's Last Best Offer and
award the City's fire fighters a wage increase of 4% for the

twelve months beginning July 1, 199%1.

B. Pension

Prior to the commencement of the Act 312 proceeding, the
parties agreed to a change in the pension system which has already
resulted in a substantial improvement for the members of this
unit. The City agreed to convert the pension coverage for the
fire fighters from the City's own Police & Fire Retirement System
to the MERS System. This change went into effect as of July 1,
1992,

The most obvious benefits of this change were revisions in
the employees' benefit calculations. A retiree is paid benefits
equal to a percentage of his final average compensation. Under
the previous system, the benefit level was equal to 2% final |
average compensation per year of service for the first twenty-fiveé
years of service, and 1.5% per year for all subsequent years of?
service. Under MERS, the pension rultiplier has been increased toi
2.25% per year for all years of service. In addition, the cap oné
a retiree's pension benefit has been increased from 65% to 80% off
final average compensation. gSee, TR Vol. I, p. 26; Vol. II,f
Pp. 30-31.

One member of the bargaining unit, charles Rowse, had already

retired under MERS at the time of this proceeding. His annual

-7-
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retirement benefit had increased by over $4,000.00 as a result of
the upgrading to the MERS. Port Huron's retiring fire fighters
are now likely to receive pension benefits above the average of
retiring fire fighters in the comparable communities. See, City
Exhibits 48 and 49.1

The City did not require its fire fighters to forego or
accept sharply reduced wage increases in exchange for this new
benefit, nor did it obtain any substantial improvements in
management rights or other areas of particular interest to the

City. gee, Joint Exhibits 4 and 5 ty doas expect

that, at the very least, fire fighters will continue as before

contribute 4% P : jagas fo heir pension bepnafits. The

Union objects to the city's proposal fhﬁt the status quo be
continued. It proposes that the employee contribution rate be
eliminated entirely unless the City's contribution for future |
pension benefits exceeds 15.01% of employee wages, in which case

employees would contribute one-half of the excess up to a maximum
.

total of 4%. .
.F—-—.—-—‘

The Union's proposal is unfair, inadequate and inconsistent
with the practice of both internal and external comparables.
Currently, the average employee pension contribution in thef{
comparable communities is 4.9%. See, City Exhibit 50. In its

Exhibit 29, the Union pointed out that it is currently seeking a

1 Because various assumptions had to be made in
calculating pension benefits, especially 1in comparable
communities, the figures set forth in these exhibits are not
exact. However, the substantial improvement shown in benefits for
Port Huron fire fighters is clear and uncontested.

- 8 -
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reduction in the employee pension contribution in the City of

Holland from 5% to 4%. Even if the Union is successful in that
case, the average employee pension contribution in the comparable
communities will still be 4.2%, and therefore, above the
contribution made by the City's fire fighters.

Internal comparables are no more favorable to the Union's
position. The City's police officers contribute 4.8% of their
wages for pension benefits, while police command officers
contribute 4%. Those groups of City employees who are not
required to make pension contributions gave up something for this
benefit. None of those groups received any wage increases in the
years in which the City assumed this burden. 1In effect, the
employees traded a 5% wage increase for the elimination of the
contribution requirement.? of course, that is not the case here.
The fire fighters are already guaranteed a 4% wage increase for

the year in which they propose to go to a non-contributory pension

systen.

The Union will presumably arque that the reduction it seeks\

is warranted because the conversion to MERS has resulted in a
decrease in the pension contribution required of the City in 1992.
The City does not dispute that its contribution will be reduced in
1992, However, the City also recognizes that while benefit
payments to employees are guaranteed, contribution levels are not.

When benefits are increased, someone must eventually pay for the

2 This amount was calculated on the basis of increases
received by other employee groups during the years in question.

-9-
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increased costs. Future contributions will vary from year-to-year

and, under MERS, the City assumes all of the risk. When the
higher benefits have to be funded, it is the City which will pay
more. If investment decisions, a drop in the return on
investment, or any other develocpment creates a shortfall in the
Systen's reserves, or requires a substantial increase in the
amount of contributions needed to provide the benefits guaranteed
to retirees, it is the City which will bear the burden.

The Union's final proposal, while a marginal improvement over
its previous position of no employee contribution, remains a
fundamentally inadequate response to this problem.3 Under the
Union's proposal, at some future date under the worst of
circumstances, an employee could be required to begin making the
same contribution which the fire fighters have been making until
now for a substantially lesser benefit. In the meantime, the City
will continue to bear the entire risk of the Systen.

The record is devoid of any evidence that the City did not
receive short-term reductions in required contributions similar to
those experienced here when other employee groups joined MERS.
However, no other employees received both the benefit of MERS and
a non-contributory system without agreeing to what this Union will
not accept - a wage freeze. The City has not demanded that the

Union take any such freeze, but neither does the City believe that

3 The Union's proposal also presents an immediate problem.
Deducted employee contributions and city contributions were
forwarded to MERS on September 30. TR Vol. II, p. 46. If the
Union's proposal is accepted, money already recorded and deposited
in employee accounts would have to be withdrawn.

- 10 =
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equity is done when a pension improvement is presented as the
basis for the granting of an effective 8% wage increase.

In effect, the Union's proposal treats the City's 1991 fire
pension contribution of 15.01% of pay as a permanent baseline or
minimum for which the <City would be solely responsible in
perpatuity. However, as Bruce Seymore, Port Huron's Finance
Director and the Chairman of the MERS Board, testified, the City's
contribution has always varied from year-to-year based on the
actuarial evaluations of the Plan. Moreover, the City has worked
diligently for the past quarter century to improve the funding for
the retirement system and thereby reduce its outstanding
obligations for retirement benefits. See, TR Vol. I, pp. 28-30.
The Union's proposal would thus effectively penalize the City for
its hard work during this period.

In short, the Union's propesal is a prime example of over-
reaching. Apparently, the Union somehow sees the granting of one
pension improvement, which is likely to increase the retirement
benefits of its members by several thousand dollars per year,
merely as a base from which to wrest what amounts to yet another
4% wage increase for its members through elimination of the
employee pension contribution. The Union's position cannot be
based on any comparison to external comparables, whose employees
already pay more than Port Huron's fire fighters, nor to any
benefit provided other City employees. It would result in a
system in which the City bears 100% of the risk, while the

employees obtain 100% of an increased benefit. The City suggests
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that implementation of a new pension system which improves annual
pension payments ;o retirees by several thousand dollars, and
leaves them above the average of the comparables in benefits while
keeping them below the average with respect to required employee
contributions is a sufficlent change for one contract. The
Union's proposal is unfair, unrealistic and unwarranted, and it
ghould be rejected by this Panel.

For all the reasons established above, the City asks thaf\

this Panel accept the Last Best Offer of the City and continu31

employee pension contributions at the existing rate of 4% off

s
wagas, ’

C. Health Tngurance

Port Huron has not escaped the national problem of runaway
health insurance costs. Over the past ten years, the City's
health insurance costs have increased at an average annual rate of
25%. See, City Exhibit 37. At this point, there is no relief in

\_\-.-——"’-
sight, and the City must assume that costs will continue to
increase. Until now, the City has borne these ever-increasing
costs alone, even as health care expenditures consume larger and
larger portions of the City's funds. By the 1991-92 fiscal year,
total health care expenditures accounted for more than 15% of the
oos et

General Fund Budget. See, City Exhibit 38. Over a ten year
period, health care expenditures had increased by over 286%, while

the General Fund Budget had increased by about 53%.

- 12 -
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The City has already explored various options for a number of
years in hopes of.finding some way to control the increase in
health care costs. The issue was raised at the bargaining table
with all city unions during negotiations on their most recently
expired contracts, but no progress was made. The City retained
the Wyatt Company to study ways in which the City's health care
costs could be reduced. Private insurance, self insurance, HMOs,
PPOs, and other alternatives were explored. The Wyatt Company
concluded that HMOs and PPOs were not viable alternatives in the
Port Huron marketplace, and recommended that the City attempt to
reduce its health care costs within the framework of traditional
Blue Cross/Blue Shield coverage. See, TR Vol. I, pp. 122-123,

Following consultation with Blue Cross/Blue Shield
representatives, the City proposed a'EEZEEY ef_gfggigy costs in
negotiations with this Union. Because of resistance to that
proposal, the City modified its proposal to that which it now
seeks in this proceeding - the DRI 275/550 Program. The City asks |

that health insurance coverage for the members of this unit be

converted from the existing coverage, which has\no deductiblg to

———

the DRI Program effective January 1, 1993.
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1

1 or scope of coverxage for retirees{l

Under the DRI Program, an individual employee would have a

maximum 322331 deductible cost of $275.00, while a family would
have a ﬁaximum $550.00 deductible requirement. As the parties
have proposed the same change in the prescription drug progran,
this is the only issue which remains to be resolved by this Panel.

On January 1, 1993, the DRI 275/550 Program is already
scheduled to go into effect for all non-union employees of the
City, including the City Manager, department heads, and unionized
employees in the DPW, housing & housing clerical bargaining units.
Thus, approximately two-thirds of all City employees are already
covered under this éroqram. Moreover, the City is proposing the
same change in coverage for police patrol and police command

officers in the on-going Act 312 proceedings with those units. It
should be emphasized that the City's Last Best Offer would apply

'only to active employees. There would be no change in the terms

The exact terms of coverage among the comparable communities
vary widely, but it is clear that the City's efforts to obtain
some relief in the area of health insurance costs are in line with
actions taken by these communities in recent years. Of all of the
comparable communities, only Bay City has not taken any steps in
the past three years to reduce health insurance costs. A majority
of the comparables instituted or increased employee deductibles.
One city, Portage, capped premium increases with employees
obligated to pick up any additional premium costs. Sea, City
Exhibit 42.
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By taking these steps, the comparable communities are merely

following in the footsteps of large and small employers across
this country. Employees and employers everywhere have recognized
that employers cannot continue to absorb brutal increases in
health care costs without relief and assistance from covered
employees.

Unlike Portage and many other employers, Port Huron is not
attempting to shift porfions of premium costs to employees, nor is
it reducing the scope of coverage. Indeed, depending upon their
medical needs, there will be many years in which employees will
feel either no or only minimal effects if the change sought by the
City is implemented. That change will maintain uniformity in
health care benefits between these and other City employees, and

it will still leave them in line with the external comparables.

More fundamentally, it will provide the City with at least a brief\\

respite from the ever-rising tide of health care costs without
exposing the employees to risks of future premium increases or
drastic reductions in coverage. The City's proposal is reasonable
and appropriate.in light of the financial history established by
the evidence and the burdens the City now faces.

For these reasons, the City requests that this Panel accept
its lLast Best Offer and provide that beginning January 1, 1993,
all members of this unit shall be covered by the DRI 275/550

Health Insurance Program.

-15-
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D. 80-Point Plan

While the cost of health insurance benefits for active
employees has increased dramatically, the increase in the cost of
health care coverage for retirees has been even greater, Over a
ten year period, expenditures for health care coverage for the
City's retirees have increased by 435%, Sea, City Exhibit 38.
The number of active City retirees has increased from 175 in 1985
to 209 by July, 1992 and, as the City looks towards the future, it
sees the potential for greater problems ahead. Significant
numbers of the City's employees can be expected to retire within
the next few decades. See, City Exhibit 74. The effects this
influx of new retirees will have on the City's health care costs
is obvious.

The City is prepared to honor the obligations it has incurred
through the implicit promise it has made to current retirees, and
provide them with health insurance coverage. However, the City is
also asking this Panel to allow it to take a modest step to
control retirement health care costs for new employees hired after

o m

January 1, 1993. The only change the City requests is that new

fire fighE;;s hired after that date acquire a total of eighty
"points" through a combination of age and years of service before
becoming eligible for health care benefits upon retirement.

The proposed change would not affect an employee's retirement
eligibility now or in the future. 1In fact, it would not affect
any current employee in any way. New employees would be hired

with the understanding that the 80-point prerequisite existed for
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health care coverage at the time of retirement and, therefore, the

proposed change would not reflect any reduction or adverse change
in their expectations or entitlement to benefits. oOnce again, the
proposed change would bring fire fighters into conformity with the
terms already accepted by the City's maintenance, clerical, DPW
and non-union employees.

Of course, this proposal will have an effect only over the
long term, but the City must be concerned with the long term as
much as with the three year term of this Agreement. Generous
benefits provided when the City's coffers were fuller and the
workforce was younger now burden the City. It is short-sighted
and foolish to ignore these problems. The 80-Point Plan will
allow the City to know that some safequards are being put into
place to control these costs in the future without causing the
slightest harm to any current employee of the City.

For these reasons, the City asks that the Panel institute the

- 80-Point Plan for medical benefits upon retirement for all

employees hired into this unit after January 1, 1993,

E. Disability Income Plan

As the terms of its lLast Best Offer make clear, the City
proposes that employees hired after January 1, 1993 be covered
under the City's Disability Income Plan rather than under the
traditional Sick Leave Policy available to current employees. As
in the case of the proposed 80-Point Plan, this change would have

absolutely no affect on current employees, axcept for those
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employees who preferred the Disability Income Plan to the existing
Sick Leave Plan. They would have the option of “freezing" their
accumulated sick leave days and then opting for coverage under the
Disability Income Plan, as a number of employees in other
bargaining units have already done.

The City finds itself in the unusual position with respect to
this proposal. It is advocating a policy change which, although
opposed by the Union, would obviously be a benefit improvement for
many employees in many situations. This fact was amply
demonstrated by the testimony of the City's Personnel Director,
John Berry.

Currently, fire fighters earn sick days gradually, taking
twelve years to reach the maximunm accumulation of 140 days,
assuming no sick days have been taken during that twelve year
period. Under the Disability Income Plan, employees are eligible
for up to fifty-two weeks of coverage upon completion of
probation. Presently, fire fighters who have used their available
slck days can lose their City-provided benefits and stop accruing
service credit for retirement purposes. gSee, TR Vol. II, p. 51.
Upon their return to service, they slowly begin accumulating sick
days again. Under the Disability Income Plan, an employee who
exhausts his fifty-two weeks of benefits and then returns to work
for a two week period regenerates an additional year's worth of
sick leave benefits. See, TR Vol. II, p. 54.

The benefits of the Disability Income Plan are even more

apparent when cases involving disabilities and medical problems
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suffered by actual employees are reviewed. See, City

Exhibits 61(a)~-(e). All of these cases demonstrate rhow real
employees have or would have benefitted by participation in the
Disability Income Plan. The fact that the proposed Plan is not an
onerous scheme is further demonstrated by the decision of various
City department heads, including the Director of Finance who
developed the Plan, to voluntarily become participants in the
Plan. See, City Exhibits 59-60.

From the standpoint of the employees, the main, indeed
virtually the only, drawback to the City's proposal is that it
would eliminate the sick leave payout now received by employees at
the time of retirement. However, as already mentioned, this would
apply only to employees hired after January 1, 1953, and thus
would not affect the payout to any current employee. There would
ba no change or diminution in benefits to anyone now employed by
the City, nor any surprise or reduction of expected benefits to
new hires.

The Disability Income Plan would return the use of sick or
disability leave time to the purpose for which it is presumably
intended - providing payments to employees who are medically
unable to perform their duties for some period of time. It is
hard to imagine that at the time the current sick leave policy was
originally implemented, the participants expected payouts of
$10,000 or $11,000 to fire fighters upon retirement as currently
occurs. See, City Exhibit 62. As with medical benefits to
retirees, the City will honor the obligation it has to all current
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employees, but it is difficult to see why the City should not be

able to implement a change for the future which will enhance the
benefits available to employees in cases of actual sickness, while
eliminating the City's obligation to pay large retirement bonuses
under the guise of sick leave payouts.

For these reasons, the citj asks this Panel to accept the
City's Last Best Offer and allow it to institute the Disability
Income Plan for all new fire fighters hired after January 1, 19%3.

COX & HODGMAN
Attorneys for Employer

BY: dznahggggjath

Andrew T. Baran (P31883)
Fifth Floor Columbia Center
201 West Big Beaver Road
Troy, MI 48084

(313) 528-2200

DATED: November 3, 1992
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