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AFSCME LOCALS 207 AND 2920

RESPONSE TO MAYOR’S PROPOSED BUDGET FISCAL YEAR 2006-07

DETROIT WATER & SEWERAGE DEPARTMENT

May 10, 2006

Detroit City Council Members

1340 Coleman A. Young Municipal Center

Two Woodward Avenue

Detroit, Michigan 48226

Dear Honorable Council Members:

An Independent Audit of DWSD Books is Critical! 
The Unions at Detroit Water and Sewerage Department (DWSD) would like City Council to call for an independent audit of the Water Department’s budget and financial records. In November 2005, Director Mercado met with all the DWSD Union leaders and told us that there would be no layoffs at DWSD because the finances of the Department were stable.  He went on to state that the Department would continue to be stable as long as they obtained the water rate increase they were seeking for fiscal year 2006-07.  There was no discussion or insinuation that financial problems existed.  There was no mention of an expensive natural gas contract.  The money was so good that the Department approved $150 million for CM 2007, $12 million in contract overrun payments to contractors and Mercado asked for a $10,000 per year raise!

In early March 2006, the DWSD suddenly was in a financial crisis that required the layoff of 5% of the Department – disproportionately comprised of union employees that provide direct service to the Detroit community.  The reasons stated for the financial crisis is the late approval of the water rate increase (causing the increase to go into effect 2 weeks late during peak season).  The Director estimated that it could cost the Department $3 million in revenues.  Even if this was true, the layoffs took place May 6, 2006 – in the current fiscal year – a year that was properly funded by the water rate payers.  Secondly, the Director stated that natural gas overruns are causing a crisis in DWSD.  This is highly questionable since DWSD should have included any operating and maintenance needs in the water rate increases it proposed for 2006-07; additionally, this statement directly contradicts Mayor Kilpatrick’s April 12th, 2006 Budget Address, where he boasted that the City of Detroit “anticipated the rise in natural gas prices early last fall, purchasing and stockpiling supplies of natural gas; in addition, we hedged future fuel purchases to lock in lower prices.”  

The Water Department’s proposed budget for 2006-07 shows no financial crisis.  Only 29 positions are cut from the Water and Sewerage Department’s combined budgets.  There are 3,076 positions that are funded – meaning hundreds of vacancies are budgeted for.  In fact, increases in salaries and healthcare costs are also anticipated and included in the budget.  The combined budgets show an additional $750 million in bonded capital that the Department’s has acquired for the 2006-07 fiscal year. The Union has made multiple requests for information regarding budgeted positions and financial data relating to the layoffs and the alleged “financial crisis.”  All Union requests for information have gone unanswered.  

DWSD Gets Rate Increase Under False Pretenses!
On Friday, March 10, 2006, the majority of City Council voted to approve the request by the DWSD for another rate increase for fiscal year 2006-07.  As a result of that vote, the increases that go into effect in July 2006 will reflect an increase for retail customers of 5.4% and 7.2% in water and sewerage respectively; wholesale customers will see increases of 5.7% and 4.9% in water and sewerage respectively.  In total, the revenue from the 2006-07 rate increase will amount to a projected $19.2 million. The Department outlined the revenue requirements from the rate increases; for instance, the increases will partially go to fund a $2.4 million increase in the DWSD’s Operating and Maintenance budgets – this includes the employees’ salaries and benefits reflected in the 2006-07 Budget.  However, we now know that the Department slashed 130 jobs and put those employees out in the street.  That is millions of dollars! What is this money being spent on?  It is important to note that right before the vote, Council Member Kwame Kenyatta asked the administration if there were going to be layoffs in DWSD – Candia Milton responded that no layoffs were anticipated at that time.  Nevertheless, on Monday, March 13, 2006, the next business day, the Department sent letters to Unions announcing intentions to layoff employees.  The Unions at DWSD would like City Council to take a clear position to restore all laid off workers at DWSD.

DWSD Uses Budget Deceptions to Hide Extensive Contracting Out & Privatization  
City Council must look into the DWSD’s budget expenditures to determine how they spend significantly more on their Professional and Contractual Services than is listed either in the Redbook or the Mayor’s budget recommendations. For instance, In the Redbook for fiscal year 2003-04 under  Professional /Contractual Services Actual Expense (See Exhibit - pg. C186 2005-06 Executive Summary) Sewerage spent $339 million, which is 56.9% of the Total Expenditures, but the Mayor’s Budget Recommendation and the Redbook both list $15 million for that year. Why is Mercado spending 22 times the budgeted funds on contractors? Another example is shown in the Redbook for fiscal year 2003-04 for Professional /Contractual Services Actual Expense (See Exhibit - pg.C182 05-06 Executive Summary) Water spent $143 million, which is 40.7% of the Total Expenditures, but the Mayor’s Budget Recommendation is only $29 million and the Redbook is $26 million for that year. Why is Mercado spending 5 times the budgeted funds on contractors? 
Citizens and ratepayers have the right to expect public records that are transparent and honest.  The Detroit City Council has a responsibility to serve as a watchdog for Detroit citizens to ensure that each Department is spending our dollars as responsibly as possible – ensuring each dollar is maximized for efficiency and quality service to citizens.  It is wrong for the DWSD to ask City Council to approve rate increases for certain objectives while it knowingly is spending the monies for other uses like contracting out and attempts to privatize.  

Layoffs Are an Attack and Disproportionate for Union Employees

Effective May 6, 2006, 130 DWSD employees received direct layoffs and other employees were displaced due to others “bumping” down because of reduction in force demotions.  This was a direct attack on Detroit’s control of DWSD.  Mayor Kilpatrick is lying about financial problems in order to artificially create a crisis.  The claim that City Council’s wise delay in approval of the retail water rate increase caused a financial problem is completely phony.  Immediately after the rate increase was approved all the delayed capital expenditures went forward.  Council’s insistence on a Water Affordability Plan was correct and now one has been established.  

The 27 layoffs and 5 demotions in Local 207 and the 40 layoffs and 1 demotion in Local 2920 and those in other unions and associations are part of the Administration’s pressure tactic to force the City’s unionized employees to accept a 10% pay cut in the form of days off without pay (DOWOP) and significant healthcare concessions.  At the same time that union employees took the brunt of layoffs, few management employees were touched, many layoffs notices to higher level employees were rescinded and the Union has been made aware that different management employees slated for layoffs were given status changes and some were given promotions.  For instance, investigate the recent status change for the Preventative Maintenance Coordinator.  The individual selected was slated for layoff on May 6th; instead he was interviewed for the position on May 3rd and status changed May 5th!  This is in direct contradiction to Civil Service rules and Human Resources policies.  City Council must call for an extensive investigation of the DWSD Reduction in Force!  
Days Off Without Pay (DOWOP)

Contrary to the Mayor’s claims, DWSD appointees and executive staff did not take a 10% pay cut.  In fact, at the DWSD, not a single non-union worker suffered a 10% cut.  In recent contract negotiations, DWSD Director Mercado made it clear to Locals 207 and 2920 that DWSD supervisors and upper management would not work a DOWOP schedule.  Even so, the Mayor wants AFSCME employees at DWSD to suffer a 10% pay cut, except those assigned to 24/7 operations. At DWSD, the remaining workers facing DOWOP will be administrative workers – mostly low paid clerical workers.  This is not only a great injustice but will only further contribute to critically short staffing levels and an even more disgruntled work force. Add insult to injury, the rate increases you approved in March provide for 40 hours of work from each funded position; implementing DOWOP will mean the community will receive a 10% cut in service even though they have to pay 100% of their bills.  
Cuts to Workers Cause Critical Shortages
The Department has laid off 17% off its current clerical staff (this does not include the attrition of clerical workers that has occurred over the last four years).  The Department is now facing critical staffing shortages in crucial areas like Maintenance and Repair and Meter Operations.  One of the scheme’s the DWSD is utilizing is “back filling” areas with clericals from other parts of the Department.  For instance, the WWTP has now eliminated all Clerks and Typists from its budget and effective May 15, 2006 they will be transferred out – the Department has intentions to eliminate the Local 2920 Union representatives from the WWTP too!  This “plan” will leave 18 clericals to service the entire WWTP and its 900 employees.  This “plan” means that DWSD intends to further violate the Union contract – because they are transferring clerical work to management personnel.  (For instance, in the Shift Clerk’s office at WWTP, DWSD laid off and transferred out personnel, eliminated all overtime and reassigned the work to supervisors that already have duties and earn substantially more money).  These staffing cuts certainly will compromise the Department’s requirement to comply with the Consent Decree.  In other areas of the Department, they are utilizing management or employees in unique classifications to do laid off worker’s jobs or scheming to have workers do two and three people’s jobs. If a 10% hours cut is implemented, the crisis will only intensify.  The Union knows that the Department cannot operate with the post-layoff staffing levels; we also know DWSD will administer heavy handed discipline for alleged poor work performance to further terrorize workers and force speed up.   
Monthly Billing “Plan” Will Prove Disastrous! 

The Department is moving forward with a disastrous monthly billing plan this May 2006.  They are moving forward despite the fact they are 25% down in Senior Water Meter Reader staffing.  They want 75% of the staff to do two times the work it used to with a full staff every three months.  The Division has announced it has no intention to follow seniority practices and provisions and that workers “ought to just be happy they have a job”.  The number of Senior Water Meter Readers will continue to dwindle since the Department is eliminating this title with the introduction of CM 2007.  This will certainly means that Detroit citizens can expect up to eight estimated bills per year.  In addition, the same week the Department is beginning monthly billing, it laid off a Mail Processor – leaving 2 workers to mail 15,000 to 25,000 bills daily, even though the Department posted for an additional position earlier this year.  

Management is More Top Heavy than Ever!
We brought the top-heavy management of DWSD to your attention last year.  The problem has only intensified and the Union is requesting that you investigate management to worker ratios.  At DWSD, positions of workers that actually deliver services have been drastically cut over the last four years.  Management positions have not been cut at all.  DWSD has a notorious Director’s salary of $240,000 per year, a Deputy Director and six Assistant Directors.  In addition, there are dozens of Chiefs, Assistant Chiefs, General Managers, Managers, Superintendents, and slews of other mid and lower level management and supervisors.  None of these positions have been cut or subject to attrition over the last four years even though almost 1,000 positions have been slashed from the DWSD budget; the result is a Department that is more top heavy than ever.  In fact, DWSD has added management positions; for instance, in the 2006-07 proposed Budget, the Director’s Office added a position called Process Control System Manager – even though they already have a position called Process and Quality Control Manager and the Public Relations Division also added another position.  The appropriation to the Director’s Office is almost $4 million, the Assistant Director of Asset Management’s budget is almost $5 million, the Assistant Director of Water Operations is $2.3 million and the Assistant Director of Engineering’s budget is $1.3 million – what is this money for?  What are the ratepayers actually paying for? 
DWSD Utilizes Terror Tactics on Employees
There are numerous examples of the DWSD’s violation of employee rights, denial of seniority rights, lack of training, disregard for MIOSHA requirements, and retaliation against employees and union representatives that do speak out.  The Department is operating under a plantation mentality – workers should be glad to have a job, no matter how you are treated, paid or denied your benefits.  The Department is setting itself up for failure - this all part and parcel of union busting and breaking employee resolve to open the way for further privatization and takeover attempts.

Two examples of how Kilpatrick’s threatens city workers must be brought to light.  DWSD pulled a stunt on 10 Maintenance and Repair workers.  These workers were injured in the course of duty and all on workers compensation.  In the fall of 2004, in an attempt to curtail their workers’ compensation costs, DWSD called many employees back to work to perform available light duty assignments.  In reality, the Department had no real light duty.  In November 2005, all 10 were given “Notice of Termination of Employment” letters by DWSD.  Instead of reinstating these workers to the workers’ compensation rolls, which is required by law, Risk Management refused.  Now these workers are broke, their health insurance cancelled and the treatment for their job injuries abruptly ended - all because the Mayor is trying to change case law on the right to workers’ compensation.

The second example is of two Plant Maintenance Mechanics who made American with Disability Act claims about working around chlorine leaks.  They were thrown out of the Plant, denied the right to work, and even denied the use of their sick and vacation banks.  Eventually all of these workers will win their court cases and DWSD will have to pay many thousands of dollars and return them back to work.  But why should city workers be forced to suffer like this? 

City Council Must Stand Against Takeovers and Privatization!
City Council must compel the enforcement of the Privatization Ordinance.  It has been 26 months since City Council honored the 1997 City Charter to pass these crucial standards on outsourcing city workers’ jobs.  The ordinance has been violated from day one.  In fact, on March 31, 2006, Wayne County Circuit Court Judge John A. Murphy enjoined the City of Detroit from further contracting out without adhering to the Privatization Ordinance.

This January 2006, we were all pleased with the ending of Kilpatrick’s reign as Special Administrator of the Wastewater Treatment Plant.  Nevertheless, at the last minute, Mayor Kilpatrick used his Special Administrator Powers for two more months unilaterally approving contracts for his friends and family. For example, contracts awarded to Ferguson Enterprises and Detroit Meter Partners.  Now we are confronted with the spectacle of Judge Fiekens openly lobbying for a regional takeover of DWSD.  For instance, according to the May 10th, 2006 issue of The Daily Oakland Press, Judge Feikens has requested that former Michigan Governor William Milliken “join with other leaders outside government to chart a new path for the Detroit Water and Sewerage Department.”  The article goes on to say that Feikens agrees that the suburbs should have a role in running DWSD since they contribute to two-thirds of the revenue collected.  City Council must stand against any giveaway or takeover attempts.
Thank you for your time and attention.  Please feel free to contact our offices for comments of more information.

Sincerely yours,

John Riehl





Emily Kunze

John Riehl
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President

AFSCME Local 207






AFSCME Local 2920

(313) 965-1601 (Office)






(313) 964-0685 (Office)

(313) 990-0221 (Pager)






(313) 376-2385 (Pager)

(313) 965-1603 (Fax)






(313) 964-0887 (Fax)

afscme207@sbcglobal.net (email)




local2920@sbcglobal.net (email)
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