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ADMINISTRATION

By correspondence dated December 16, 2014 from the State Employee Relations Board,
Columbus, Ohio, the undersigned was notified of his appointment to serve as Fact-Finder in
compliance with Ohio Revised Code Section 4117.14(C)(3) to hear arguments and issue
recommendations relative thereto, pursuant to Ohio Administrative Code Rule 4117-9-05(J) and
(K). in an effort to facilitate resolution of those issues that remained at impasse between the
Parties. The impasse resulted after ten negotiation sessions (beginning October 7, 2014) between
the parties to resolve the terms related to a successor labor contract. The current labor contract
expired on December 31, 2014.

Mediation was conducted in Toledo on January 21, 2015. The mediation session was
approximately 12 hours. The fact-finding hearing occurred in Toledo on February 18, 2015 for
approximately 6.5 hours. During the course of the fact-finding proceedings, each party was
afforded a full and adequate opportunity to present testimonial and comprehensive documentary
evidence supportive of positions advanced.

In all. extensive exhibits and information regarding the financial condition of the City of
Toledo over the past several years and Wage Survey Data and Comparisons of Patrolmen’s Total
Compensation and Base Wages and other Fact-Finder Reports were received in evidence and
evaluated by this Fact-Finder. Data on the settlements (CBA) of other bargaining Units within
the City was also submitted in evidence. In summary, well over one thousand pages of data and
information was submitted in evidence by the TPPA and City of Toledo in support of their
respective positions. The evidentiary record of the proceedings was closed at the conclusion of

the February 18, 2015 proceedings. Without question, a comprehensive record was developed.
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Tentative Agreements (T/A’s) reached by the parties were also reviewed, taken into
evidence and by reference in the Fact-Finder’s Findings Section of this report is adopted and
made a part of this Fact-Finders’ report.

The Bargaining Unit to which this hearing applies is the TPPA “Toledo Police Patrolman’s
Association™.

There are approximately 476 employees in the Bargaining Unit. The Bargaining Unit is
described in the Collective Bargaining Agreement as follows:

“The City agrees to recognize the Toledo Police Patrolman’s Association,
Local 10, (hereinafter referred to as the Association), as having
jurisdiction over and being the sole and exclusive bargaining agent for
employees of the City working in the classifications that are listed in
Section 2129.02 herein for the purpose of establishing wages, hours of
work, other terms and conditions of employment, and handling of
grievances. The City shall not negotiate with, nor make any collective
bargaining agreement or contract with any other employee group or with
any of the employees working in classifications covered by this
agreement, individually or collectively. All agreements entered into
between the City and the employees covered by this agreement shall be
through duly authorized representatives of the Association. Any other
agreement shall be of no effect.”

CBA §2129.01
Article 2129.02 classifications are: Police Officer Trainee, Police Officer Probationary,

Police Officer, and Sergeant-at-Arms. CBA §2129.02.

Important Description of the Bargaining Unit

Today’s Role of and Changes to the Patrolman Position
During the hearing, TPPA Union President, Daniel Wagner, testified describing the
changing role of a patrolman in today’s society. He stressed the increase in workload due to a
reduction in headcount from 735 officers to 608 and the call for more service. He described the

heightened increase in the severity of calls and the added stress; and the added time necessary to
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decompress from such. He described a change in the community as more violent, more second
guessing of officer’s actions by the media, lack of respect and even lack of support by
unfortunate actions of select City Council accusations. He described the added complexity and
skills required by the technology now used in police cruisers and by law enforcement systems.
He described frustrations driven by the new focus on “Political Correctness” and second
guessing by people who have never walked in the shoes of a patrolman.

Chief of Police, George Kral, also testified on the same subject. His testimony was
strikingly similar to that of Mr. Wagner’s. The Chief stated: “No other job has changed so
dramatically in the last 15 years”. Terrorism, blatant attacks on officers, social media
involvement whenever force is used, all impact the role and change of the patrolman’s job. We
just don’t arrest and detain as we did in the past. Today, in addition, we serve as social workers,
de-escalate tensions, and use many more skills which require high quality recruits. He is
concerned about patrolmen being “outgunned™ by the bad guys who are so well armed today. He
is concerned about the loss of the 1033 Federal Government Program which provides patrolmen
with military gear to match the bad guys on the streets today. He also stated that being under the
political microscope makes the job more stressful and frustrating. Post 9/11 terrorism has
required more vigilance directed to water treatment, nuclear power plants, bridges and terrorism
watch lists. A simple traffic stop can be a completely different life threatening event today.

These facts presented by Mr. Wagner and Mr. Kral are important and influenced the

Fact-Finder’s Findings herein.
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The Issues at Impasse
The Issues Before the Fact-Finder

The only issue at impasse is that of TPPA “Parity” to the improvements in the wages and
benefits in the 2015-2017 Local 92, Fire Fighter’s CBA. Those Local 92 improvements include
changes in the base rates, contributions to the Health and Welfare Trust Fund and changes to
minimum manning levels.

Factors and Statutory Criteria Considered By the Fact-Finder

The Fact-Finder is required to consider the following statutory criteria in applying the facts to a

determination of what resolutions are most appropriate to the issues at impasse.

Statutory Criteria that is set forth in Section 4117-9-05 (K)(1) through (K)(6) are listed below:

4117-9-05(K)(1) Past collectively bargained agreements, if any, between the parties;

4117-9-05(K)(2) Comparison of the unresolved issues relative to the employees in the
bargaining unit with those issues related to other public and private
employees doing comparable work, giving consideration to factors

peculiar to the area and classification involved;

4117-9-05(K)(3) The interests and welfare of the public, the ability of the public employer
to finance and administer the issues proposed, and the effect of the
adjustments on the normal standard of public service;

4117-9-05(K)(4) The lawful authority of the public employer;
4117-9-05(K)(5) Any stipulations of the parties;

4117-9-05(K)(6) Such other factors. not confined to those listed above, which are normally
or traditionally taken into consideration in the determination of the issues

submitted to mutually agreed-upon dispute settlement procedures in the
public service or in private employment.

It is clear that the factor of “Bargaining history” is very determinative in this instance as
both parties have strongly stressed the long-standing relationship between the Patrolman and

Firefighters labor agreement settlements. It is also noted that a 30-year bargaining relationship
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has existed between the City and Unions (TPPA and Local 92); and this linkage is further
acknowledged by previous Fact- Finding awards in prior collective bargaining of those Units.
As cited by the TPPA, Fact-Finder Harry Graham said: “Who am I to modify this long
standing linkage between the police and fire units”. So too, does this Fact-Finder believe
that it is not his role to disturb or ignore this police/firefighter units’ linkage or parity of
settlements.

This bargaining linkage is truly the type of “Such other factor(s)” contemplated by
4117-9-05(K)(6). Furthermore, the guidance of 4117-9-05(K)(2) is also relevant to the
bargaining linkage of the TPPA and Local 92 by the phrase of: “Employees Doing
Comparable Work”. There is no closer comparable work of these two safety force units to any
other groups of Toledo employees. The statutory language requires the Fact-Finder to look at
issues resolved by one group doing comparable work as consideration to solutions to unresolved
issues of employees in another comparable unit.

In essence, as the Fact-Finder considers all information presented at this hearing, the most
relevant and determinative will be the linkage of the Fire Fighter’s Local 92 (2015-2017)
settlement versus the unresolved issues of the TPPA contract negotiations.

All of the above support the TPPA insistence of “Wage and Benefit Parity” with the Fire
Fighter’'s CBA as the primary driver of this Fact-Finder’s award; more than any other factors
presented.

However, everyone must understand that “Parity and Pattern Bargaining” is both a
“Sword and Shield” to each party in the collectively bargained process. By these means, the
asserting party, as the union in this case, uses the sword and says “parity dictates that we must

have x, y. z to the Fire Fighter’s settlement”. Conversely, the City has an equal right to use the
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“shield” of parity and say “yes”, but you cannot have more than x, y, z, notwithstanding all
your other demands or rationale.

Cherry picking multiple settlements in bargaining is considered disingenuous by most
neutrals. It is logically barred if the principle of parity and pattern bargaining is the foundation
of the relationship. This Fact-Finder believes the aforementioned to be a guiding principle
in this case.

The City of Toledo’s Ability to Pay — Points and Counterpoints

The TPPA has correctly pointed out that the City’s offers of economic improvements in the
2015-2017 CBA’s of Local 92 Fire Fighters, Local 7TAFSCME, Local 20 Teamsters, and TPCOA
shows that the City can afford economic improvements in CBA’s. Accordingly, the statutory
defense of “the ability of the public employer to finance”...under 4117-9-05(K)(3) is not
applicable in this instance.

What is applicable, however, among other factors (which will be discussed herein), is just
“how much” can the City afford in economic improvements to CBA’s.

Both the City and TPPA have made comprehensive presentations on financial data
(historical and current) which support each other’s point of view on “how much” is doable.

Both parties’ data seems to agree that the financial meltdown occurred on or around fiscal
year 2009. Actual actions back then support the severity of the problem by the drastic measures
that were taken in subsequent concessionary CBA’s of all bargaining units.

The TPPA points out that there has been a return to relative financial stability in 2014
and there are “good signs on the horizon” which point to better times ahead. The TPPA
submits significant exhibits and documentation which supports the following improving

conditions which will help the City’s financial stability. The TPPA cites:
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e Unemployment is declining.

e Income tax revenue increasing.

¢ Chrysler, G.M., manufacturing, booming.

e Area hiring improving.

e Relocation of jobs to the city by Huntington Bank.

e Property foreclosures down.

e 2016 and 2017 ProMedica Headquarters move to the City and attracts 2,500 new jobs by

2017.

The City’s budgeting history of conservative estimates.

The City, by presentation of George Sarantou, Director of Finance, has also provided key
facts on the City’s relative financial stability and prospects for better times ahead. That
information is located in the exhibits to the City’s pre-hearing statement dated February 17,
2015.

Specifically, the following exhibits are included and attached to this Fact-Finding report.
These exhibits are key to determining the City’s relative financial stability.

e Exhibit #
o 10 Graph of Annual Income Tax Revenue 2005-2015
oll Graph of Annual Total General Fund Revenue 2005-2015
o 12 Bar Graph of General Fund Revenue by Category 2007-2015
ol13 Bar Graph of State Revenue Sharing 2007-2015
o 14 Pie Chart of 2015 Budget — Re: General Fund Expenditures
o15 General Fund Budget Comparisons 2015 and 2007

o 16 Line Graph — Fund Balance 2000-2013
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o 19(A) Capital Improvement Fund — 2015

o 19(B) 2015 Proposed Capital Improvement Program
022 Moody’s Bond Report, 9-11-14

o23 Standard and Poor’s Bond Report, 9-9-14

Boiling Down the City’s Financial Data

The Fact-Finder is a lifetime resident of Northern Ohio. The Fact-Finder’s professional
experience includes six years consulting to large lending institutions and to the United States
Government’s Federal Emergency Loan Board, in evaluating corporate restructuring plans of
entities emerging from Federal Bankruptcy under Chapter 11. Essentially, those assignments
were to advise the banks and the U.S. Government whether they should loan money to the entity
restructuring from Chapter 11. Essentially, is the restructuring plan realistic and achievable?

After studying the aforementioned exhibits provided by the City, the Fact-Finder concludes:

(1) Toledo’s financial stability is recovering from the 2009 meltdown period.

(2) Positive events are generating more revenue.

(3) Negative events such as declining state revenue funds are offsetting the impact of the
positive growth in revenue streams.

(4) One of the major contributors to a balanced general fund (exclusive of the important
concessions of prior CBA’s) is “the use of the Capital Improvement Fund (CIP)” to supplement
the expenditures of the General Fund. The General Fund pays the payroll of the workforces.

(5) If the CIP funds were not available to supplement the general fund, the general fund for

2015 would be short by approximately ($11,000,000) and unable to meet full payroll obligations.
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(6) The City, in years to come, must reduce materially its use of the (CIP) Capital
Improvement Fund as mandated by the rating agencies of Moody’s and Standard & Poor’s who
rate the City credit rating; and thus determines loan ability from banks and bond holder lenders.

(7) The City’s “financial stability” is not out-of-the-woods yet nor will it be in 2015 or
2016. in the opinion of the Fact-Finder.

(8) My conclusion in Item Seven is validated by the empirical evidence of Exhibit 22,
Moody's Bond Report, 9-11-14 and Exhibit 23, Standard & Poor’s Bond Report, 9-9-14.

Those referenced reports say in part:

Moody’s... the stable outlook reflects our (Moody’s) expectations the City will maintain
stable operations, reduce its RELIANCE ON TRANSFERS FROM THE CAPITAL
IMPROVEMENT FUNDS and rebuild reserves over the near term”.

Standard & Poor’s...“the City has achieved three straight years of general fund surpluses
aided by a voter-approved referendum™ THAT ALLOWS THE TRANSFER OF CAPITAL
IMPROVEMENT INCOME DOLLARS TO THE GENERAL FUND.” The budget
performance takes into account what “we (Standard & Poor’s) consider a volatile revenue
stream...“weak available cash levels” are offset by the City’s exceptional access to external
liquidity (CIP Fund)...“IN OUR OPINION (STANDARD & POOR’S), THE CITY’S
BUDGETARY FLEXIBILITY REMAINS VERY WEAK”.

“Toledo has made some temporary improvements to its finances by allowing transfers
of income tax revenues from its Capital Improvement Fund to the General Fund as well as
official’s continual efforts to reduce expenditures...Beyond the two year outlook horizon (2015-
2016) we (Standard & Poor’s) believe that achieving structural balance will remain a

challenge as the City phases out transfers from the Capital Improvement Fund and has to
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deal with additional revenue pressures stemming from potentially declining property values
and state revenues. WE COULD LOWER THE RATING IF OFFICIALS CAN'T
REDUCE THEIR RELIANCE ON THE TEMPORARY REVENUES.”

Conclusion on Ability of “How Much” Can the City Pay

In essence, the bond rating firms are saying “that for the City to retain its current bond
ratings of A2 and A/Stable, it must reduce the CIP transfer of $14,000,000 in 2014 to
$11.000,000 in 2015 and to at least $6,500,000 in 2017. This puts significant pressure on any
increase in expenditures, until increased revenues offset these declines in General Fund Cash.

The City is in a competitive environment with other major cities to attract and retain major
employers. Success will raise more revenues for the general fund and the quality of life for
everyone in the City. Fundamental to this strategy of growth is the ability of the City to provide
economic incentives to entities to move their assets to Toledo.

The source and cost of capital for those incentives come in large part from bond financing.
Bond financing capability is highly dependent upon favorable bond ratings. This is all key to the
City’s growth strategy and fundamental for better economic times for Toledo.

If the bond ratings were to decline to “B” status, the City’s bonds would become “junk
status”. This would be like a personal FICO credit score of “440; not a good place to be.

Excess expenditure, at this time, will negatively impact the growth strategy. This Fact-
Finder will not do anything to jeopardize that growth strategy.

The Discussion of Parity to Local 92 Fire Fighters Increased Wages and Benefits

The TPPA points to three elements of increases in Local 92°s (Fire Fighters) 2015-2017
CBA which they are entitled to. These elements are:

A. Base Rate increases

10
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B. Minimum Manning
C. Health and Welfare Trust Fund

The TPPA’s demands are based upon the principle of “Parity” to both wages and benefits of
Local 92°s CBA improvements.

The Fact Finder agrees with the TPPA that the principle of parity includes “both”
“wages and benefits” of the CBA which established the pattern. As stated on page four, the
statutory criteria of 4117 “also requires” the Fact-Finder to recognize this linkage of parity and
pattern bargaining within the City of Toledo.

Discussion of the L.ocal 92 Elements

A. The Fire Fighters settlement provides for a base rate increase of 0.75% (three fourths of
one percent) each January 1, during the labor agreement starting January 1, 2015.

Both parties submitted data describing the pattern of base rate improvements over the prior
(2012-2014) and current (2015-2017) CBA’s with the City. This data is summarized by the

following table and supports a clear bargaining pattern in base rate increases.

Base Rate Increase (3)
Unit Prior CBA’s Current CBA’s Grand Total
Fire Local 92 5.5% 2.25% 7.75%
TIPPA Local 10 5.5% 2.25% (city officer) — 9.0% (TIPPA demand) 4
TPCOA 5.5% ) @)
Teamsters Local 20 4.0% 2.0% (1) 6.0% (1)
AFSCMIE Local 7 2.5% 4.5% 7.0%

(1) Agreement expires on 12/31/15 — successor CBA to be negotiated in 2015.
(2) By TPCOA CBA, will match the TPPA base rate percentage increases.

(3) Data derived from TPPA pre-hearing statement and City of Toledo Fact-Finding
Exhibit 7, Table of Base Rate Increases by Bargaining Unit — 1998-2017.

(4) Grand total will be determined by the Fact-Finder’s finding regarding the appropriate
adjustment to base rates of the TPPA CBA.

i1
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The TPPA’s demand is for a 3.0% per year increase to base rate or 9.0% during the CBA.
The City has asserted the “shield” of pattern bargaining to Local 92 and offered a 0.75% per year
increase or a total increase of 2.25% in base rates during the CBA.

B. and C. Minimum Manning and Health Care Trust Fund

The TPPA asserts the “sword” of “parity and pattern bargaining” to demand equivalent
value to the contributions to the Fire Fighter’s Health and Welfare Trust Fund and increases to
the Minimum Manning Roster. The TPPA provides several estimates of the cost of these
improvements to the City and proposes specific improvements to its CBA.

In the Fact-Finder’'s opinion, determining “equivalent value” of these Local 92
improvements is not that easy to calculate and/or to translate such “unlike” elements of one
contract into another contract with exact precision. Also, in fact most “pattern bargaining™ uses
element for element matching rather than cost to cost methodology to determine parity.

I will attempt to explain the dilemma of determining an “equivalent value”.

First, Health and Welfare Trust Fund contributions on its face may seem clear. However, in
the Fact-Finder’s mind the Local 92 health benefits plan and TPPA health benefits plan may be
an “apples and oranges” comparison.

The major significant difference in the two health care plans is the “risk to the respective
employees™ for medical plan inflation and adverse claims experience. Adverse claims
experience is a higher than expected number of very costly claims submitted to the plans.
Multiple costly claims like organ transplants, pre-mature and birth defects and terminal
conditions can cost millions of dollars to the plan. In the case of the TPPA plan, employees

are protected from paying any more for the negative plan costs during the CBA. In the case of

12
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the Local 92 plan, “Employees are not protected” from paying more or receiving lesser
benefits due to those negative plan costs during the CBA.

The simple analogy is like buying a used car. Option 1, is a higher cost car with a warranty
and service contract with all costs of repair and maintenance paid by the dealer. Option 2, is a
lower cost car with no warranty nor service contract with all costs of repair and maintenance paid
by the owner. Only time will tell which is a better deal.

Only time will tell which health care plan is better or the same to the respective employees.

It is noteworthy that the City has not offered specific number(s) to match the difference in
value (if any) of these health care plans.

The Fact-Finder will now attempt to explain the dilemma of determining the value of the
increase in the minimum manning roster of Local 92. The roster was increased from 103 to 110.
Minimum manning of 103 first occurred in 1988 in the Local 92 CBA. No change occurred for
nearly 30 years. No one at the Fact-Finding hearing had any recollection of how the manning
provision was equivaniently valued. There are multiple ways of costing the manning
improvements and counter point offsets to those calculations. Thus it is difficult to translate this
unlike element of the Local 92 contract into the TPPA CBA with exact precision.

Notwithstanding, what is clear, is that there will be an increase in the base manning
numbers of Fire Fighting employees.

The TPPA has proposed a benefit to existing and future patrolmen in the form of (1) one
additional full discretionary vacation day each contract year. In addition the TPPA has proposed
a $100 increase to the annual police service allowance. This raises the annual service allowance

from $650.00 to $750.00.

13
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While the Local 92 CBA increased their “roster”; the TPPA proposal increases the
“economic value” to the existing patrolmen.

As the Fact-Finder earlier described, the “swords and shields” emulating from the
principle of “parity and pattern bargaining” have been used persuasively by both parties in
this fact-finding hearing.

In the interest of reaching an equitable settlement and recognizing the significant changes in
the role of a patrolman consistent with the testimony of TPPA President, Dan Wagner, and Chief
Kral. the City proposed the Corporal Stipend. Mayor Collins personally designed the concept
of the “corporal stipend” as resolution to the TPPA CBA impasse issues.

The corporal stipend is to be effective January 1, 2017 for police officers who have or will
achieve 10 (ten) years of continuous service. The stipend is an amount equal to three percent
(3%) of the patrolman’s annual base wage, payable in the 26 regular pay periods during each
vear of the CBA.

Mayor D. Michael Collings, an effective and respected leader who “walked in the shoes
of many” and who understood the role of the patrolmen, has left a legacy to the TPPA CBA
and patrolmen. It is based upon his perspective from wisdom, experience as a TPPA contract
negotiator and equity of what is wage and benefit parity in pattern bargaining. This Fact-Finder
cannot ignore the creativeness and equity of this proposal of “corporal stipend” to resolve
the impasse. The corporal stipend provides “an added level of economic recognition to
patrolmen who have reached a level of experience and service that deserves additional
compensation. It provides an opportunity for those who do not move to command

positions. Also, as other patrolmen reach the required years of service and experience,

they, too, will receive the recognition of the corporal stipend.

14
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The Findings of the Fact-Finder Regarding Parity to Local 92°s CBA

After careful consideration of all of the facts professionally presented by the TPPA and City
of Toledo:; and considering the statutory framework of 4117-09-05(K) which must serve as
guiding principles, the Fact-Finder sets forth his findings on the three elements of parity
increases asserted by the TPPA.

A. Base Rate Increases.

The City’s proposal for base rate increases is consistent with the Local 92 CBA pattern and
is affirmed. Accordingly, Article 2129.75 Wage Rates shall be:

Effective the first full pay period of January 2015 the rates which were effective in July of 2014
shall be increased by 0.75 percent (0.75%).

Effective the first full pay period of January 2016 the rates which were effective in January 2015
shall be increased by 0.75 percent (0.75%).

Effective the first full pay period of January 2017 the rates which were effective in January 2016
shall be increased bv 0.75 percent (0.75%).

B.and C.  Minimum Manning and Health and Welfare Trust Funds.

The TPPA’s proposal for 1 (one) additional full additional vacation day and a $100.00
increase in the Police Service Allowance is affirmed.

Accordingly, Article 2129.69 Vacation (B) shall be:

Effective January 1, 2016 in addition to the above, after one (1) full calendar year of
service, the employee shall be entitled to two (2) full additional discretionary
vacation days. The discretionary day must be used or it will be lost. If a member is
denied the opportunity to utilize their day by the end of the year, they shall be
compensated (8) eight hours at their current rate.

Accordingly, Article 2129.81 Police Service Allowance shall be:

To give recognition to the unique nature of the services performed for the
community by the police officer. Each police officer shall receive an annual

15
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payment in the sum of $750.00 on or about the first (1*') of July each year for the

term of this agreement.

The City of Toledo’s proposal for the Corporal Stipend effective January 1, 2017, during
the CBA, is affirmed with one substantive modification by the Fact-Finder. This modification
reflects in part the leadership role the TPPA has played in the collective bargaining history and
the constructive efforts of both parties to address the City’s challenges. The modification also
considers “with some risk”, the many “potential” positive conditions cited by the TPPA which
hopefully will materialize by fiscal 2017.

Accordingly, with all deference to Mayor Collin’s innovative proposal of the Corporal
Stipend. the Fact-Finder only modifies the effective date from January 1, 2017 to July 1,
2016.

Accordingly. a new article 2129.XX Corporal Stipend (to be inserted after Section 2129.03,
Field Training Officer):

“Effective July 1, 2016, once Police Officers have achieved ten (10) years of continuous
service with the City of Toledo, they will be designated as Corporals. In addition, police officers
achieving ten (10) years thereafter shall receive the Corporal Stipend upon their ten (10) year
anniversary date. The stipend shall be paid, as set forth below, every year thereafter. However,
those officers shall retain the classification of Police Officer pursuant to and for all provisions of
this agreement “including, but not limited to, Articles 2129.01 and 2129.02”.(1)

“Once an officer achieves Corporal designation, he/she will receive a stipend of an amount
equal to three percent (3%) of the annual base wage, payable in the 26 regular pay periods. The
amount paid will not be considered as a new base wage rate. The three percent (3%) stipend is

also independent of the consideration provided in Section 2129.32, “Career Enhancement

16
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Program.” (1) The Fact-Finder has added the phrase, identified by bold type, to clarify that the
Patrol Officer positions stay within the TPPA Bargaining Unit.

The above Fact-Finder findings have been significantly guided by the principles of parity,
pattern bargaining and the statutory factors of 4117-9-05(K). The findings are consistent with
requirements of the financial challenges still facing the City of Toledo and supportive of the
important growth strategy currently in place. In essence, the Fact-Finder believes that all
these improvements “level the playing field” between the 2012-2015 contractual
improvements of Local 92°s and the TPPA’s CBA’s.

In conclusion, the comprehensive tentative agreements (T/A’s) between the TPPA and City
of Toledo are also adopted in this Fact-Finding Report. The list of negotiated “Tentative
Agreements” are enumerated below and incorporated by reference from “Exhibit A” attached to
the City’s “Employer Position Statement” submitted on February 17, 2017 by Michael J.
Niedzielski, Chief, Bargaining and Representation.

(1) Tentative agreements (T/A’s) are:

2129.19; Bill of Rights

2129.20: Drug and Alcohol Testing

2129.30: Bidding for Assignment

212932: Career Enhancement Program

2129.36: Layoff Procedure

2129.42: Disability Assignments

2129.45:  Work Schedules

2129.50: Work in Excess of Regular Workday (On-Call Pay MOU)
2129.62:  Injury Pay

2129.66: Health Care

2129.68: Safety Equipment — housekeeping only
2129.71: Funeral Pay

17
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2129.80: Shift Premium
2129.81: Police Service Allowance — housekeeping only
Incorporation of several MOU’s directly into the CBA

In further clarification of the successor, CBA between the parties, to the extent that the
current CBA is not modified by these Fact-Findings or modified by the Tentative Agreements as
incorporated herein, all provisions of the (2012-2014) CBA are successor in the new CBA and
remain status quo. This includes all memoranda of understandings and side letters to the CBA,
subject to housekeeping on dates that will correspond to the contract term.

End of Changes to the Successor Collective Bargaining Agreement (CBA)

Concluding Remarks

The Fact-Finder retains jurisdiction over any issue in this report which provides changes to

the successor labor agreement, if the parties are unable to agree upon the application of such

change(s).
Respectfully Submitted,
ss//: Richard F. Novak
Fact-Finder
Dated: March 10, 2015 rfnovak.metalstrategies@yahoo.com
Charleston County, South Carolina 216-440-0684
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Fact-Finder’s Dictum

During the hearing it was not without “importance” that the Fact-Finder reviewed extensive
data on Toledo Patrolmen’s external wage comparability to other Ohio Police Departments.
Also, the historical lead taken by the TPPA in the matter of reductions in the pension pick-up is
not without merit. Furthermore, the “rewards clause” found in TPPA pre-hearing statement
Exhibit 12, paragraph 5, page 309, will be in this Successor Labor Agreement (2015-2017).

This information deserves comprehensive review by the leadership of the City and TPPA
officials. Great things can be achieved by mutual cooperation toward that end. The people who
help achieve such greatness should share in those results. This information should be relevant to

the 2018-2020 CBA bargaining between the parties.

Richard F. Novak
March 2015
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General Fund Budaet Comparison - 2015 and 2007 Budaets

Summary 1

Municipal Court

Safely Administration
Police Department

Fire & Rescue Department
All Other Departments
Operating Transfers

Total

Summary 2

Public Safety

All Other Departments
Operating Transfers
Total

2015 Proposed b of Total

14,960 628 6%

7,480,624 3%
75,716,923 1%
07,991,562 28%
42,543,047 1%
37 177,922 15%

245,880,006 100%

2015 Proposed  %.0f Total
166,158,037 68%

42 543,047 17%
37,177,922 15%
245,880,006 100%

=

2007 Budget % of Total
13,822 677 8%
13,086,130 B%
80,847,698 32%
53,911,470 22%
48,480,421 20%
37,030,475 16%

247,578,871 100%
2007 Budget 3 of Total
162,067 975 5%
48,480,421 20%
37,030,476 15%

247 578.871 100%

* Communication operators and supervisors were transferred from the Police Department
budget to the Fire department budget in 2014,
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Capital Improvement Fund - 2015 Estimated Revenuas and Expenditures

2015 Proposed
2629,204
1,278,000
Proceeds fiom Refunded Notes 5,875,000
Transfers in from Other Funds 38 655,154
\Capital imgrovemant Tolal Revenues 48 437 448
Propased 2016 Budaet for Expenditures
Fund Category 2015 Proposed |
Capilal Improvement Fund ~ [Project Support 4,149,345
Debl Payments 325711572
Transfer (o General Furd 11.000,000
(Captal Improverment Tolal Expenditures 47 720,918 |
Budgeted Balance® 716,530
Estimated 1% for the Arts Commitment 201456
Revised Budget Batance® 515,074

"contingent on year end 2014 ending with a positve unapproprated fund balance

%/—5 J X
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EXHIBIT E é

CiTY of TOLEDO

D, MICHAEL COLLINS, MAYOR

Dept of Finance

January 30, 2015

TO: Coungil President Hicks-Hudson and Members of City Couneil
THROUGH: Mayor D. Michael Collinsg

Rober: Reinholt, Chisf of Staff '
FROM: George Sarantoi, Director, Department of Finanee /] Fftf;
Bryan Benner, Commissioner, Debt Management/Administrationg g

Melanie Campbell, Commissionery, Budget{\i+
SUBJECT: 2015 Proposed Capital Improvement Program

The 2015 Proposad Capital Improvement Program (CIP) is attached for your review,

Current debt obligations as well as the proposed fransfer of $11.0 million to the General Fund have limited
the resourcas available to fund capital projects this yeer. The City’s general debt and lease obligations for
2013 total $32.5 million. Additionally, the severe reduction of over $13.0 million n local government funds
from the state of Ohio, Induding the elimination of the estate tax, has necessitated the transfer of millions
from the Capital Improvement Fund to the General Fund.

As a result, oll new projects must be funded through the Issuance of debt Total project requests in 2015
viere over $44.0 million, The CIF plan proposes lssuing $12.0million in new debt to fund projects in 2015,
An overvizw of the propased CIP and an outline of these new projects are included in this packst.
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INTRODUCTION

The 2013 Proposed Capital Improvement Plan requests funding for several categories of capital projects,
These prejects are funded from Income Taxes allocated to the Capital Improvement Fund and General
Obligation Debt. Certain projects receive match funding through federal and state programs.

The goals of the Capital Improvement Plan are to provide funding for projects related to the preservation
of assets and infrastructure and to maximize matching funds,

SOURCES AND USES

The Scurces and Usss of Funds schedule is the key summary document that outlines the major sources
of revenue to fund projects and the major components of projects to be funded. The following chart
provides information related w historical incoms tax allocations and projections for 2014 and 2015,

Another important source of funds is bond and note financing. Each year and as part of the planning
process the City works with bond counsel to esiablish (e amount of new debt that can be issued while
remaining within the City"s legal debt limits. Although project requests in 2013 from City divisions
totaled over $44 million, only $12 million of new projects will he financed this year. This is due to debt
availability and potential financing for new development projects. This year's plan proposes funding for
street improvements, building improvements and other new projects.

The following schedule estimates the effect of new debt on the City’s legal debt capacity and also takes

into consideration the principal payments on new debt and future proposed borrowing. As the schedule
indicates debt capacity decreases slightly at the end of 2014 and increases each year through 2019,
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Deist Limit Estimates
Asof 1-1-15 ' 2014 2018 2018 2017 2013 2014
Beginning debt availability $33.515,000 $32510,000 $35,707,522 44,407 740 353042240 S67055 504

Lass: New Bomrowing

Bond Finaneing SIE35I000 12000000 S3S00403 $84C0.000 2J300.000 5000000
Mote Financing 41,800,000 ] 0 £l £ =4
Debt Avallabiiity after new financing 515,585,000 520,510,000 527,207,022 533,007,740 $43,740,240 $62,065.204
Fius : Principal payments

Principal payments Curent Debt S13.045,000 S15,197,622 S15244.019 §15,830,500 315145355 §I0,721,420
Principal paymsenis on new bond issues - 2014 518.28MM8 31,045,000 §4OTAOID 51,195,000 §$1,185000
Principal payments on new boad Issues - 2015 512.00MM 50 SECO000  SBRE000 seSD.0U0
Principal payments on new bond Issues - 2016 53.50M3 $) 425000 MS0000  S4T5500
Totz principal paymants 513,345,000 515,197,822 517,258,518 517,300.000 S17.335,504 $12013430
Adjusied Borrowing Avzilability $32510,000 35707822 $44457.740 $88,048.240 SET,085204 $TE000.834

USES OF FUNDS

The following chart shows the 2013 proposed aflocation of funds between different categories with
strect improvements receiving the majority of the funding,

The Uses of Funds schedule is supported by Exhibits A-D which provide detail on cosis that are
allocated in the plan. “Exhibit A" projecis operating budget fixed cests that support various
departments. “Exhibit B” provides detail on current lease cbligations where the City finances vehicles
and other equipment through local banks. “Exhibit C" provides the estimate for the 1% for the Arts
contribution. “Exhibit D" outlines new projects that will be funded in 2015 and provides a brief
description of each.

Another major component of the Uses of Funds is the transfer lo the General Fund, The 2015 CIP plan
enticipates a gradual reduction in transfers to the General Fund over the five year period,
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- 2015 Project Distribution
o A 2%

4%

| Taxatien o E‘r'gir‘;a!mg aén::‘gs O Facilitics §Parks OFi=0 iCT—’

Division Project Name 2015 CIP Appropriation
Taxation Rapizcement of Tax Software & System | 1,000,000
Engineering Matehes and Planning - Strests 3 7,835,000
SBaH 2015 Bridges Matches & Planning s 2.250.000
SB&H LK Bridgs g 100,000
Facilities ‘aripus HVAC & Major Mechznical 5 200, 000
Parks. Rec & Forestry [Cemelery Improvements 3 50,000
Parks, Rec & Forestry |Pisyarcund Replacament 3 50,000
Fire Fire 8tation Renovslions 3 215,000
ICT Infrastruciure Upgrades 3 300,000
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Capital Improvement Flan
M. Robson (x1468)

Approving the Capital Improvement Program, for the years 2015 — 2019; authorizing
the appropriation of 53,486,856 for remaining projects yet to be appropriated; and
declaring an emergency.

SUMMARY & BACKGROUND:

The Capital Improvement Program (CIP) Budget for the years 2013 — 2019 is being presented to City
Council. This Ordinance approves the 2015 — 2019 CIP Plan and appropriates the fumding for the various
20135 projects. Forther Conncil actica will be required for expenditure authority,. NOW, THEREFORE,

Be it ordained by the Council of the City of Toleda:

SECTION 1. That the Capital Improvement Program for 2013 — 2019 is approved, and the
appropriate sieps to properly control the appropriation of funds for the plan through the Financial Accounting
Information System are appraved.

SECTION 2. That all transfers. closecuts, and accounting adjustments necessary to properly recerd
the transactions anticipated by this Ordinance e authorized.

SECTION 3. That the sum of $3,486,336 is authorized to be appropriated for remaining projects vet
1o be appropriated per the attached Exhibit Al

SECTION 4. That this Ordinance is declared 1o be an emergency measure and shall be in force and
effect from and afier its passage. The reason for the emerzency lies in the fact that same is necessary for the
immediate preservation of the public peace, health, safety, and property, and for the further reason that this
Ordinance must be immediately effective in order for projects to be completed at the carliest dats.

Vol on emergency clause: yeas » NAYS .

Passed: . @5 an Smergency measure; yoas ,EEYS .
Anest: R S —— —
Clerk of Council President of Couneil
Approved: o ) T - —
Mayor

I hereby certify that the above is a true and correct capy of an Ordinance passed by Council,

Clerk of Counsil
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Capital improvement Program
Estimated Sourcos of Funds 2015.2010

Incoma Taxes

Othor Transfors

Non-Tax Revenue (excluding Westfiekl TIF)
Invostment Eamings

Procoeds from Bond lssues

Bond Premium

Procoeds from Rofunded Notos

TOTAL EDURCES

Estimatod Uses of Funds 2018-2019

GO Debt Service
Oporating Budgot Costs (Exhibit A)
Matches and Planniog

Bridges
Major Btreet Paving
Loase Payment Commitrnants (Exhibit 8}

Transier to General Fund®
Hew Projocts (Exhibit Dj

TOTAL USES

)w. for the Arts Commitment (Exhibit C)
-

Balanco

* 3/4% tax avalable through 2016

2015 2016 2017 2018 2018 Totul
$ATM2B7E6 § 4726000 § A7,120000 $ 37120000 § 37125000 §  185.629.756
1,520,308 624,061 624,099 629,587 565436 4,002,281
2,620,204 2,620,204 2,620,204 2,620,204 2,828 204 13,140,470
417,000 220,000 200,000 160.000 160,000 1,177,000
12,000,000 8,500,000 1,500 000 4,500,000 3,000,000 34,500,000
861,000 585,000 454000 315,000 210,000 2,430,000
$675,000 5,500,000 5,150,000 4,600,000 4,450,000 26,775.000
ODAA744B 26 & 65196266 52685193 SUITOBE0.5 8 AB.108730 & 200080 507

2014 2016 2017 2018 2019 Total
$ 20201910 § 28315863 $ 2071918 5 24534000 § 24534000 $ 136,047,601
4,140,346 4,100,030 A242.748 4,275,075 4,317,820 21,165,835
2,250,000 2,500,000 500,000 1,060,000 1,750,000 8,360,000
7,836,000 8,800,000 5,670,000 0,500,000 8,500,000 44,114,000
3,270,663 1,207,475 1,297,175 0,065 . 0,694,060
201,456 178,796 178,133 106,459 166,347 941,191
-— )11.mo.mo 8,000,000 6,500,000 £,000,000 5,000,000 6,500,000
1.8(6.000 1,172,000 1,685,500 3,653,800 3,880,000 12,306,400
" 50522374 & EG194473 5 G20BSATG &  50,170A0C § 46168178 5 286,140,604

5 515074 § 702§ 718 5 | B 557

(,,‘ -

80 GTOZ JelN 0T ‘enl

8P
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Exhibit A1
Capital Improvement Program
Schedule of Ordinances Passod and Amounts Yet To be Appropriated

DOporating Budget Appropriations

Debt Sorvico a 20,201,910
Operating Budget Costs A 4,140,340
Transfer To General Fund __7 $ 11,000,000
Leaso Payments S 3279853
Total Operating Budget Appropriations $  AT,720,918
Prior 2015 CIP Appropriations

Major Street Paving iatched and Planning §  7.835,000
Bridges Matches and Planning ] 879,600
Total Prior 2015 CIP Appropriations 3 8,714,600
Appropriations for New Projects (per attached schedule D) $ 1,815,000
1% For the Arts $ 201,456
Remaining Bridge Matches and Planning 3 1,370,400
Total Amounts Yet to be Appropriated for CIP Ordinance $ 3,488,866
Total 2015 Proposed Capital Improvement Program § 69,022,374

dd3S - NV 9¥:84:80 STOZ JeN 0T ‘anl
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Capital Improvement Program Exhibit A - 2015-2019

Operating Budget
Elxpd Costs

Transportation
SBRH
Enginturiag

Plan Comm
Fimante ERP
Dubt Managoment
Affiemativa Action
Mayor's Difice
Facilithes

s e 2007 018 W1 Teitad

BOTET! 513356 SL20005 SESZ0 UGJ2660 §3,1007H
27651 26058 SIO1H00 5205480 3265144 §4 314430
S2GTSADY 52,700,147 $2.7738,150 $2758040 §2,TRLODA §13,542,440
§70343  SIOM50  SEDOID  SEIM Sy S4GAIE
SEOI2  SERSAD  SEBA  $0000 00202 SM2165
$180433  §151937 $IGDA6T  SI64501 S196541 167250
$23060  SI3805  S24134  S24075  $M518  S120680
SA0GB0  S2483  SRIAN SIUGIE  SPIB41  BIOTORS
S24B2B0 3260763 6253210 4258800 §25B361 §1296478

ﬁjﬁhm 4, 190 630 B4,200,140 G4075,075 343071020 G275 98
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Capital iImprovement Program Exhibit B - 2015- 2019

Lyase Pagments: Ws e Ay 200 W Toul

Pulice Vehiclus $1,470,180 # 50 80 40 81,370,480
Transport Units (2010) §250,862 5 50 0 S 3258360
Cormpacior Dozt $413,306 5t 80 50 0 13,300
Fire Transpoet Unit $207,114 207,111 §26TAN1 0 OB TH
Resoue Syuad SluG008  $uG00  H1SEN08  B106.508 &0 788,231

Fire Engirey 8 Bucket Trck §743 707"

53 270553 B1,07 17 5

§140, 757 T 80 S2.876.027
7 ATE 5120717 SBA0, 065 5056 Bod 000

dd3S - NV 9¥:84:80 STOZ JeN OT ‘anl
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Capital Improvement Program Exhibit C - 2016 - 2019

Othar Flonr Gty 2015 2045 T W1e g Tobal
1% For The Arts $ 200066 § UTBIBG B ITBAI3 B WS & MBBM4T 41,101
L SIUTE56 STTETHS O T 7 T
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Capital Improvement Program Exhibit D - 2015 Nevs Projects

o

Profc e

2016 CIP Approprinion__ Projoc| O

Replacaimo 51 I camerh L TAK L cobecthe sysimio
prepane ke changes needud for House BI 2. Chanpes

el conmveriog) chat, upgracng o Tiwabon sotwers
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her

Tnaukon apinra it of Tox Cotleelion Syslem |3 (RLORE i A
SN WL Betlpn 3 1000 nm 10 the conpn gysiem far thy MLE hﬁdp_a
Rl s replawnw BT TV Al MoEhanEal dners
Faclitos Vartous HWAG & Migor bueranicl § 200000 [¥]
bt wunn:lm o Foreal Gomotery nnd mmprovemunks
Parks. Recreaton & o exvisking Sachbes mclading plal ooganizaaan, g paving,
Comdery |mormiemants i 60,000 Houncation regagemant bod comio stalioo feataraien.
Parks. Rocroution & Replacameet af plagpround caupeant hroughout he sty
Fomsty Piaggound Replacomerd § £0,000
Henovedoms and iwoiacement of equipement for Fire
Depattrent baddngs inchating, ket nol kmied lo: roals,
P JFm Slaton Renovatans s aad toces

Bt o Uoneates

Harchvar, soltware ind setvions tequied 6t upgradi'g
toipcommunicabon, sarvess, slomde and olhee releted
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Tosi Ruguests
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| EXHIBIT %3
Moobys

INVESTORS SERVICE

New Issue: Moody's assigns A2 to City of Toledo, OW's $18.1M GOLT Bonds,
Series 2014: outlook stable

Gicbal Credit Research - 11 Sep 2014
AZ and A3 affirmed on city's outstanding GOLY and Nontax Revenue debt

TOLEDQ {CITY OF) OH
Clies (including Towns, Vilages and Townships)
OH

Moody's Reing
ISSUE

RATING
General Obligation (Uimited Tax) Capital Improvermsnt and Equipment Bonds, Serles 2014 A2
Sale Amount $18,020,000 ’
Expected Sale Date 0225114
Rating Description General Ohligation Limited Tax

Moody's Outleok STA

Opinion

NEW YCRK, Seplember 11, 2014 ~Moody's Investors Service has assigned an AZ rating fo the Gity of Teledn's
(OH) 518.1 milon Gensral Obfigation {Limited Tax) Cepital fmprovemant and Equipment Bonds, Series 2014, The
current offering i= secured by the city's general ebligation fimited tax (GOLT) pledge, subject o the State of Ohid's
{Aat stabls) ten-mil frrilation. Proceeds of the bonds will finance sires improvements and ather varlous eopital
projects.

Concisrently, Moady's has affirmed the AZ and A3 rafings and maintains the stable outiook on the city's
augstarding GOLT and nomtax revenue debt, respeciively, Post sale, the city will have $151.4 millien of GO debt
oulstarding and $22 milion of nontax revenue debt oulstending,

SUMMARY RATINGS RATIONALE

The AZ rating reflects the cily's challsnged, though improving, financial position supperied by the avelalxlity of
aliernata fquidily; largs tsx base in northwest Ohio wih expos ure o the domestic automolive saclor and wesk
gemagraphic trends inciuding population loss end high unemployment; and ahove average levels of cansarvatively
managed debi. The A3 maiing on the city's non-tax revenue debt is based on satisfactory Jegal provisions, the
expectation that ample Equidity coupled with the strong ratio of pledged non-tax revenues to debl service wil
continue, and the city's long-tarm genersl obiigation rating of A2 with a siable outlook. )

. The stable culiook refiesis-curerpestsfion the city will mainisin siable operations, reduce Its reliance on transfers
‘ﬁ-?ﬁom the capilal improvement fusd, and rebulid reserves over the nesr {0 medium term, Addftionadly, Toledo's
economy s expectad ta eantinus o benefit from the stabilizing prasance of the heallhcare and higher education
seciors a5 well 85 comtinued diversification from iis historic dependence on heavy manufacturing.
STRENGTHS:
-Sizable tax base angd role as econtmic hub in northwest Chio

-Aliernaiive iiquidity provided by voler auihorization to use Income laxes othernwise dedcated fo caplial
mproverents
CHALLENGES:
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~Significant exposure to economically sensitive income tax

-Narmow financial position with recent use of one-ims revenues

DETALED CREDIT DISCUSSION

STABILIZED, YET NARROW FINANCIAL PROFILE ; ALTERMNATE LIQUIDITY AVAILABLE

We expect tha city's financiel posilien to remain challenged but adequate, dus in large part to alternate liquidity
oulside the General Fund. In fiscals 2008 and 2009, Toledo's faltering local employment base led lo declines in the
wity's primary revenues scurce, the 2.25% local income tax. These revenus shorifslls, coupled with largs capital
expand tres, resulted in a daflclt Genaral Fund balance of negative £8.0 millian, or -3.7% of General Fund
revenues 2l the conclusion of fiscal 2008, In fiscal 2010, the <ity implemented a variaty of expendikire reductions
gnd revenua enhancements. Acditional budgat flexibility was provided as = result of residents’ May 2012
authorization of a referendum aliowing the city to reallocate a portion of the city's 0.75% temporary income tax from
capilel to operating costs beginning in July 2010 (CIP Transfer Monies); this messure allowed $9.4 million in
adations! revenue 1o flow 1o the General Fund in FY2010. Foliowing significant expenditure reductions, the city
ended fiscal 2010 with 2 modest $647,000 operaling defict, bringing the city's General Fund balance down o
1=yelive $8.8 niEgn, o7 an Sxbremnaly pressured -3.9% of reventles, AUNIED resls rom n1scals 2011 and 2012
refect successive yasrs of improvement in General Fund heatth due [argely to sale of city assefs and use of CIP
Transfer Manies, as well as improving income tax revenues. Additanally, tha city renegotisted with #is various
bargaining units. Tha negotations resulted in minimal raises for the e of the contracts (most through 2014) and
tha bargaining unils picking up a portion of the cost of employes pension fund confributions, Over the life of the
corfracts the city will save over $13 million, The General Fund concluded fiscal 2012 wilh a reserve balance
totaling £5 million, or a still narrow 2.1% of revenues.

While the city criginally budgeted to conciude fiscal 2013 with balanced oparations, audited figures refect a mare
favorable $2.7 million operating surplus, The favorabie variance increased General Fund ressrves to $7.98 million,
or a narrow 3.3% of General Fund revenues. Despils income tax nevenues missing budgeted expectation, the
variance was offset by stronger pedormance In intergovernmants! revenues. Additionaily, expanditures came in
under budget by $6.5 million due to personne! ed|ustments, cost containment scross sif departmeants, and
adjustments In madical bensfit expenditures. City officials budgsted for a transfer of $14.1 million of CIP Trensfer
Money info the General Fund, however, only $10.6 millon was transferred 8! year-end, The city's Capital
improvement Fund maintalned a reserve balance of $20 milicn. Based on current estimales, ity managermant
expects to record a $500,000 operating deficit in fiscal 2014, though the figura may be smaller based on cost
containment messures and expenditiure adjusiments. The city expects a reduction in the transfer ameunt annually
afier 2014 as further coplract savings materiafize and income 1ax colleclions rebound. The ability to stabilize
fnancisl operations while reducing refiance on CIP Transfer Menies wi ba a critical factor in our analysis of
Toledo's credit quality going forward.

CITY'S MANUFACTURING BASE REBOUNDING FOLLOWING ECONOMC DOWNTURN ; REGIONAL
EDUCATION, MEDICAL, AND TRADE HUB

Despie economic chalsngss in the near and mediumeterm, we expect Toledo to mainlaln a level of economic
stabiity over the long-term due to its role as an economig hub i nortiwest Ohio as the reglon continues to
diversify and recuce its dependence on traditional manufacturing industries, The city's estimated full valuation,
which stards at a relstively sizeable 59.2 billion, averaged an annual net decline of 6.2% over the Isst five years,
including a 2013 sbe-year raappraisal decline of 13.9%. Recent declines primarily reflact pressure in the residential
rousing market, though a large drop In total valuation in 2006 through 2010 was also associated with the state's
phase oul of = tax on tangible personal property. While this has Eriled impact an the city’s financial operations
(85 income lax reveruies comprise the majorkty of the cily's operaling revenues) real tax base declines reflect
overall confraction in the city’s economy,

Though the city has made progress i diversifying ils employmant base, It has remained dependentona
considerable manufacturing presence, parficularly Chrysler Group LLC's (long ferm rated B1/siable oullonk) Jesp
Corporation znd General Motors Company (long term rated Be/stable outiock). While Chrysler implementad
large-scals layc™s &t the onset of the national recession, the employer has sfarled reinfroducing employment
opporiunkies within the local economy. Chrysler's local operations have expanded over the pas! two years as e
comparry added 1,800 leeal jobs. GM entered bankrupicy in June 2009, laying off over 1,600 employees at the
Totado Powerlrsin facilly; however, 800 wers racalled in July 2009 and estimated employmant at this facility now
stands at slightly more than 1,950. Operations for the aulorakers appsar to have stabilized for the near-lerm
aithough tha long-tarm prognosis is stll unclesr and curent employment lavels remaln below recent highs (2007
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data indicate that together Chiysisr and GM employed nearly 8,700 in the Toledo MSA).

Despits this confinued exposurs o the autamalive companies, Toledo confinues fo dversily its economic basa,
This is most notably demonstrated by the fact that oply one manufacturing entity is among the top ten employers in
fhe mefro area. The top five employers include health care, higher ecucation, and local government, ProMedica
Health System (revenua dabt rated Aad/stable cutlack) and Mercy Heafth Pariners {Catholic Health Pariners,
At/stsbls outlook), are the Toledo mefro area's largest emplayers, with 10,808 and 7,200 emplayees, respectvely,
The city, in corjunction with Lucas County (Aa2), continues 0 engage in varlous econamic development efforls,
including substantial recent investment in downlown redevelopment, Median famfly ncome within the cily was
equivalert fo 68.9% of the nations! figure, according to 2008-2012 American Community Survey 5-year estimates.

ABOVE AVERAGE DEBT BURDEN EXPECTED TO REMAIN MANAGEABLE

The city's above average debt burden of 3.9% of full value (1.8% direct) will likely remain mansgeatle due lo rapid
¢ebi amoriization (84% of principal retired In ten years). The city maintalns 2 strie! debt policy that mandates rapld
payout nd Emits on leveraging of its tax base and other dsbt service supporting revenue streams. Hislorically, up
to a quarter of the cily's incoms taxes have been designated to fund capital projects, including repayment of debt
service, skhough this designation has shifted temporariy to incresse support for city operafions. The city's
issuance of debt is striclly Iimited by specific policles, ensuring the availaniity of supporling ravenues for
repayment of debt. All of tha cily's existing long-term debt is fixed rete. and the cily is not 2 party 1o any interest
rale swaps.
The ¢ity's fiscal 2013 adjusted net pension liability (ANPL) Is $1.05 billion, eguivalent to an above average 4,6
times operaiing revenue and 11.4% of full valuation. The ANPL is based upon an allacation of the unfunded
Esbifiies of two mulfi-employer cost-sharing pension plans to which the city eanfributes, as well as our
nﬁ&nddugy&s'aé jusfing reported pension information, City employees are members of the Ohio Public
mployess Refrement System (DPERS) and Ohio Police and Fire (OP&F} pension plan, and the city's fiscal
mﬁmiﬂmmpiarswasszssuﬂmmamgaw{eﬂ 9% of operating revenue, While the city
has routinely made its full statutory contribution to both plans, stalilery conlributions to OP&F have been set
befow actuarial sizndards for 2 number of years.

Outiock

The stable outlook is based on recent actions to rebuld the city's financial position and avallable attemnative
Equidity through the abiify to re-direct certain income fax collections criginally dedicated fo capital improvements to
tha General Fund. Like many Ohio cities, Toledo is dependant on economicslly sensifive income taxes for its
operating and eapital needs. As such, the maintenance of adequale reserves to offset economic declines is crifical
to the stabiization of financial operations. Recent growth and diversificalion in the city's employment base have
helped stabiize the income tax revenues. Wa believe that continued effarts 1o reslore shiuclural balance will be
critical to maintaining a financial profile censistent with the curzent rafing.

Vwhat would changs the raling UP (or revise the cutlook to positive)

“Improved performance of key revenue sireams

-Demonsirated ahiity to continua making long-term budgetsry changes o miligate expendire pressures.

- Confinued diversification of top employers to mitigate concentration in any one employer or industry

<Reduction in reflance on transfers from the capital Improvement fund

What would change the rafing DOWN (or revise the outiook to negative)

-Negative budgst variances leading to further narrewing of Ganeral Fund positien.

-Insbility to sustain long-term budgelary adjustments sufficlent to improve oversl financal position and the abilily to

-Further stegnaiion of local econamic trends as demonstrated by continued population loss, higher unemployment
rates, or declines inincome Lax callections.

KEY STATISTICS
2014 Fuil valus: $9.2 biion
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2014 Estimated full valua per capita: $31,848

2008-2012 Median family income {as a % of US): 68.9%

Fiscal 2013 Availabie Operating Fund Balance: 0.63% of revernues

Fiscel 2008 to Fiscal 2013 Change in Available Opersting Fund Balance a5 a % of revenues: 1.42%
Fiscal 2013 Oparaling Fund Cash Balance: 20.71% of revenues

Fiscal 2008 to Fiscal 2013 Change in Operating Fund Cash Balance as a % of revenuss: 18.73%
Fiscal 2008 to Fiscal 2013 Average Operating Revenues / Oparating Expendidures: 0.99imas
Instiutional Framawark: A

Net Direct Debt / Full Value: 1.8%

Het Direct Debt / Operaiing Revenues: 0.98 times

3-year average of Mocdy's ANPL/ Full Vaiue: 10.31%

3year average of Moody's ANPL / Operating Ravenues: 4.12 times

PRINCIPAL METHODOLOGY USED

The principal methodology used in this rating was US Lecal G ovemment General Obligation Debt published in
January 2014. Please see the Credit Polcy page on www.moodys.com for a copy of this methodalogy,

REGULATORY DISCLOSURES

For raiings issued on a program, series or calegory/class of debt, this announcement provides cerisin regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of dobt or pursuant to a program for wiich the rafings are derived exclusively from existing ratings in sccordance
with Moody's raling practices. For rafings issued on a support ptwider.mamwmmm provides certain
reguistory disclosures in relation io the rating Action on the suppor pravider ard in relation o esch particular raling
action for securifies that derive their cradit ratings from the support provider's credit rating. For provisional ratings,
this arnouncemant provides certain regulatary disclosures In relation lo the provisional raling assigned, andin
rataton lo a defnitive raling that may ba assigned subsequent to the final issuance of the debl, in each case where
the fransaction structure and terms have not changed prior lo the assignment of the definilive raling in a manner
thet would have affected the reting. For further information please see the ralings ek on the issuar/entity page for
the respective issuer on www.moadys com.

Regulatory disclosures contained in thés press release apply to the credit rating and, if applicable, the related raling
oulicoX or rating review.

Please ses vavw.mondys. com for any updates on changes 1o the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Flaazs see the ratings tab on the issuerentity page on www.mondys.com for additiosal regulatory disclosures for
each credit rating.

Analysts

Mark G, Lazarus

Lead Analyst

Pubiie Finance Group

Keoody's Investors Service
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LEEIBBEnﬁGOLthh:capmp&ammbudsx-mld due 12/01/2030

Long Term Rating : o Af/Seble :
Toiedo GO B e e
“Long Term Rating : el _f' ; AsStable
Rationale

Stadand & Pour's Ratings Servives has assigned iy 'A- long-tarm rating 10 Toledo, Ohla's series 2014 gensdral
obligation (GO) capital improvement and equipment bonds. At the same time, Standard & Poor's affirmed its 'A-
underlying rating (SPUR) on the city's existing GQ-supperted debt and its 'BBB+' SPUR on the city's speelal obligation
{nentax) reverue bonds. The 'BEB+ rating reflects a ons-natsh distinction from the GO rating due to the securly's
lirnited nature. The outlook on all ratings is stable.

The long-term rating reflects our assessmenr of the following factors for the oity:

+ Strong management conditions with good policies;

» Adequate budget performance as the city has achieved thiee straight years of general fund surpleses aided by a
Joter- agproved rEfergdmn that allews the transfer of capital impravement income: dollars to general al fund ‘-z.
bsdget per"ormmce - takes into asccount what we consider a wolatile revenue stream; and

= Adequate Hquidity where weak svaﬂable cash levels are offset by the city's exceptional access to external liguidity;

L ]

and
« Adeqguate debt and contingent lisbilities pasition, which includes high net direct debt.

Ovur view of tempering fectors includes the cily's:

* Weak econdmy with Iow market value per capita and adequate income indleators offset by the broad and diverse
Toledn eeanomy, which remains anchorsd by manufacturing, health carn, and education; and

- ) g : i : . : 2 it
¥eoy woak budget Sexiblity despiic the siysunasdigned rscrye balance retrriog {0 8 posiiva balacce 43 thasite.
sf.J] f‘:m_ea budgetary pressures in t_he next FEw years,

The city's limited-tax GO pledge secures the bonds. It is our understanding that officials plan to use bend proceeds for

strest improvements and various other capital projects.

Strong management

We view Toleds's management conditions as strong, with good financlal practizes. The eity has an outside consultant

provide revenue projections for its income taxes. Management provides the council with monthly reporis on its budget

ta actuals. The city does not use a long-term finaneial plan but has a long-term oapital plan that is fve years long with

SEPTEMBER 9, 2014 2
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idemtifed sources arid uses and i8 updated on an znnual basis.

Adequate budgetary performance
The clty's budgetary performance, in our view, has been adeguate overall with a surplos of 0,6% for the general fund in

fiscal 2013, but 2 deficit of 9.5% for the total governmental funds and exposure to a volatile revenue stream, Auditad
fiscal 2013 (Dec. 31) resulis reflect a general fund surplus of $2.7 million after the mandatory annual transfer to the
capital improvement fund of §53 million as well as approximately $10.1 million of revenues transferred back to the
general imd from the capital fund in accordance with the aforementioned electorate-spproved referendum, The total
general fund balance is §7.9 million, or, in our epinion, a low 3.5% of operating expenditures and transfers out. The
unassigned general fund balance was $1.08 million, or 0.50% of eperating expenditures and transfers out.

City officials are prejecting a general fund deficit of nearly $500.0{{ for fircal 2014 as increazes o safety porsormel
expenditures and lower-than-anticipated revenues related to fines and forfeitures were cited as main rezsons for the
projected decline. The city had budgeted breakeven results for iseal 2014,

The dty lavies 2 2.25% income tax of which 0.50% is dedicated to the capital improvement plan, subject to the
aforementioned vater referendum, and was the leading revenue type in the general fund at 70% of the total revenues.
Charges for services, intergovernmental revenues, and property taxes contributed 12%, 9%, and 4%, respectively,
Income tax revenues in 2013 increased very slightly over 2012, and officials expect a 1.5% to 3.0% increase in fiscal
2014, Wa expect income taxes will remain at lesst leve! and the ity will be in a good position to maintain at least

adeguate performance.

Adeqguate liquidity

Supperting the city's finances is what we consider adequate Hoquidity with total governmen! available cash at 5.6% of
total governmental fund expenditures and 63% of totzl governmental debt service, We believe the city's axceptional
aceess to external liquidity offsets the low available cash, Toledo has been issulng bonds for over 15 years, which
include GO bonds and nentax revenue bonds,

Weak economy

We conzider Toledo's sconomy weak with the city'’s low market value per capita and adequate income indicators offzet
by its broad and diverss economy anchored by manufacturing, health care, and education. Per-capita market value for
the city was $32,377 for fiscal 2014, The city's assessed value has fallen by more than 29% since 2008, which inciuded
2 14% drop in 2012 (latest reappraisal done for the elty) le a value of 53,21 billion. Officials expeet that values will be
at l=ast flat in 2014 and 2015. Toledo is on Ohlo's northern barder in Lucas Courty, alang Lake Erie and its tributacy
the Maumes River, and serves a populztion of 253,409, ProMedica Health System has the most employees with

12 414, followed by the University of Toledo and Mercy Health Partners with more than 6,000 and 7,000 smployees,
respeciively. The averzge unemployment rate for Lucas County for 2013 was 8.5%, which is higher than the state rate
of 7.4% for the same time period. The city’s profected 2018 per-capita effective buying income (EBI} is 66.6% of the
nation. The 2013 per capita EBI was 68%.

Very weak budget flexibility
In cur opinion, the city's budgetary fexibility ragaim very weak. Despite the retum to a positive unassigned general
fund balance in 2013, budgelary prassures are stll evident due to an increase in safety expenditures in 2014, which has
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led to a projected deficit in the general fund after budgeting for balanced nperaﬁam n ad&non. the mgrﬂmdm
transfers back into thezﬂ\erdﬁmd from the capital improvement fund (as well as n t‘sncmmns from its
Juions dm:g the past four years te reduce expenditures) @u:h has embled the city to return to a p{mﬁm unasuggneg
ﬁmd balanica in the general fund. City officials ha have stated that it m:gpdg to Inwer the transfer amcummme capital
mmﬂ‘vtmﬁﬂ fund over the nm?awm and xlsgualss to ellmmate its rehamean Ihismeen! wmawd
a]lcwmmz. This allowance by the voters will come from a referendum in fiscal Zﬁlﬁﬂm;ci_at this pmnt officials are
_Lnsure what ordinance will be proposed with respect fo allocation of the 0. ?5% lru:ome tax ra:egggnnsmmg@;grif’

tbecun'ent Empotm‘ymponemwd!remmnaslempnmry

Adequate debt and contingent liahility profile

In cur opinion, the city’s debt and contingent liabilities profile is adequate, with total governmentsl funds debt service
at 8.9% of total governmental fumds expenditures and with net direct debt at 56% of total governmental lunds revenue.
The city does have seli-supporting debt and has used bonds to upgrade and modernize its infrastructure.

The city of Toledo participates in the Ohio Poblie Employees Retirement System (OPERS] fer pension and other
postemployment benefits (OPEBs). OPERS administers three separate penslon plang: (raditional, compined, and
member-directed The iy snnually paid 100% of its required eontribution for these plans. The city also participates in
the Ohio Police and Fire Pension Fund (OP&F), a cost-sharing multiple-employer defined-pension plan. Based on the
2013 zudit, the city's total payments for pension and OFEB requirements represented about 6% of total governmentai
expenditures on a combined basis. We do not consider the pension and OPEB liabilities to be a significant budgst

pressure 2= the diy dees not expect overall costs Lo materially incresse over the next two years,

Adequate institutional framework
We consicer the Instimtional Framework score for Ohio cities as adequate.

QOutlook

The stable cuticok refiects Standard & Foor's view that ?‘549 haz _i_'_!t__ﬂfji? Some temporary ggqpmv&memg‘}q\m -
finances by allowing transfers of inceme tax revenues from jts capital improvement fund to the general fund as well as
officials’ continuous effott to reduce expenditures, We understand the transfers from the capital unp!m'em:ﬂiflﬂﬂ to
the general fand will continue through 2016 and will provide some additional suppart to the city's overall financial
position ihrm.g"mul the Ewc:~year sutlook horizon. Beyund the two-year ouﬂcak banzon, e belleve | thaL achleving -

7ha.= to deal with additional revenue pressures stemnnngfrum potemxally dnclmlﬂg Pmﬂeﬁs vaiues and state revenues.

We could loswer the rating if officials can't reduce thelr n:lm.nl.‘c on the temporary revenues of il the impraving fund
balance position reverses jtselfl Becm of Toledo's ﬁcoﬂl;lmxc and ﬁnancmi challengm we dn not emer:t m mme the

rating within the two-year oudouk hm-lznn.
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# USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013
+ USPF Criteria: Non Ad Valorem Bonds, Oct, 20, 2006
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¢ Insinxional Fremework Overview: Ohio Local Governments
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Many issues are enhanced by hond Inswrance.

Complete ralings infermation i3 aveilable to subscribers of RatingeDirect at www.globalereditportal.com, All ratings
&ifected by this rating action can b found on Standard & Poor's public Web site &t wwwistandardandpoaors.com, Tse
the Ratings sssreh box located in the left column,
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