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Troy

June 3, 2010
TO: The Honorable Mayor and City Council Members
FROM: John Szerlag, City Manag

John M. Lamerato, Assistant City Manager/Finance & Administration
William S. Nelson, Fire Chief%

SUBJECT: City of Troy Incentive Plan for Volunteer Firefighters

Chief Nelson, Assistant City Manager Lamerato and myself met with representatives of the
volunteer firefighters to discuss the above-referenced plan. We all agreed that because of
declining revenues the City is facing, there would be no change to this plan through December
31, 2011 and thereafter, until otherwise agreed upon by the parties.

Approval is recommended.
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Definitions

1.1 “City” means the City of Troy, Michigan

1.2 “Plan” means the City of Troy Incentive Plan for Volunteer Firefighters
established by resolution of the City Council and contained herein.

1.3 “Participant” means an individual who is a participant in the Plan.

1.4 "Vested former participant” means a former participant who has ten or more
years of incentive service.

1.5 “Incentive service” means personal service rendered by the City as a volunteer
firefighter and credited a participant in accordance with this plan.

Participation

2.1 Each volunteer firefighter of the City shall be a participant in the Plan.

2.2 Participation shall terminate upon termination of duties as a volunteer firefighter.

Incentive Service

3.1

3.2

A participant shall be credited with one month of incentive service for each
complete calendar month the participant is a volunteer firefighter on active duty.
Service shall be totaled in years and months.

Incentive service shall be forfeited five years after the date an individual ceases
to be a participant unless the former participant is vested OR returns to active
duty for ten consecutive years.

Incentive Payments

4.1

4.2

A vested former participant, upon written application filed with the City, shall be
eligible to be paid incentive payments after attainment of age 60. The incentive
payment due a vested former participant shall be determined at the time he
terminates participation, as provided in the plan that is in effect on that date.

Incentive payments shall be made in monthly installments on the last day of each
month during the life of the vested former participant.
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The amount of each annual incentive shall be equal to the following amounts:

$582/year of service, retiring on or after January 1, 2008
$605/year of service, retiring on or after January 1, 2009

Prior to the date of his first incentive payment, but not thereafter, a vested former
participant may elect to receive his incentive payment payable throughout his life;
or, he may elect to receive the actuarial equivalent at that time; or, his incentive
payment in a reduced amount payable throughout his life, and nominate a
beneficiary, in accordance with the provisions of the Options as set forth below:

Option A

I

Option B

Option C

i

Option D

Option E -

Upon the death of a vested former participant, who elected

Option A, his reduced incentive payment shall be continued
throughout the life of and paid to such person having an insurable
interest in his life, as he shall have nominated; or,

Upon the death of a vested former participant, who elected

Option B, one-half of his reduced incentive payment shall be
continued throughout the life of and paid to such person, having an
insurable interest in his life, as he shall have nominated.

Joint and Survivor Pension (pop-up A): Upon the death of a

vested former participant who elected Option C, his reduced
incentive payment shall be continued through the life and paid to
such person having an insurable interest in his life, as he shall have
nominated. If the selected beneficiary predeceases the participant,
the incentive payment shall revert to a straight-life payment payable
throughout the remainder of his life.

Modified Joint and Survivor Pension (pop-up B): Upon the

death of a vested former participant who elected Option D, one-half
of his reduced incentive payment shall be continued throughout the
life of and paid o such person having an insurable interest in his
life, as he shall have nominated. If

the selected beneficiary predeceases the participant, the incentive
payment shall revert to a straight-life payment payable throughout
the remainder of his life.

Lump-Sum Payout: Equal to the present value of all benefit

payments under Option A computed using the applicable group
annuity mortality table and interest rate compounded annually.
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In the event a participant dies who has ten or more years of incentive service, his

. widow shall receive an incentive payment computed in the same manner in all

respects as if the participant had retired the day preceding his death, elected
Option A, and nominated his spouse as beneficiary.

A participant may elect to receive payment upon his termination as a participant
based on the following:

e Ten years of service and age 55;
e Twenty-five or more years of service and has attained 50 years of age;
* A participant having attained 30 years of service regardless of age.

Administration

5.1

5.2

The City may, as a means of making provision for the potential financial
obligations of the Plan, purchase securities or make deposits in interest-bearing
accounts from its general assets. Any securities purchased or deposits made
shall at all times be part of the general assets of the City. The purchase of
securities or the making of deposits shall not of themselves entitle any individual
to any right or claim for incentive payments under the Plan.

Nothing in this plan shall be construed as creating a trust fund for the participants
or otherwise make the participants an equitable owner of or have any claim
against any assets of the City.

Amendment and Termination

6.1

The City reserves the right to amend or terminate the plan at any time. No such
amendment or termination shall affect the amount of any incentive payment
made prior to the date of the amendment or termination. Upon termination, the
City shall be free of any liability for incentive payments which otherwise would
become payable after the date of termination.

Miscellaneous

7.1

7.2

Each participant shall be deemed to have assented to the terms and conditions
of the Plan. An individual may not sell, assign or hypothecate, in any manner, all
or any part of the individual's potential payments under the Plan.

Nothing in this Plan shall in any way affect the rights of the City or a participant to
terminate the volunteer firefighter relationship between them.
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LETTER OF UNDERSTANDING

City of Troy Incentive Plan for Volunteer Firefighters
April 7, 2010

The City of Troy and the Incentive Plan representatives from the six City of Troy
fire stations, hereinafter referred to as the Volunteer Firefighters, hereby agree to
the following, pursuant to the agreement reached on March 24, 2010:

The City of Troy Incentive Plan for Volunteer Firefighters shall continue
under the terms and conditions that were in effect the previous year, January 1,
2009 through December 31, 2009. All options and benefits available to the
Volunteer Firefighters in the previous year shall continue unchanged and
remain in effect through December 31, 2011 and thereafter until otherwise
agreed upon by the parties.

FOR THE VOLUNTEER FOR THE CITY:
FIREFIGHTERS:

Date: d?/ﬁ//ﬂ Date: S//’ 02/ <)
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