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City of Allegan, Michigan 

Plan for Employee Compensation 

Part Three of the State of Michigan 

Economic Vitality Incentive Program (EVIP) 

_________________________ 

Public Act 63 of 2011 introduced the Economic Vitality Incentive Program (EVIP) as a 

replacement for statutory state shared revenue for some Michigan communities. One of the 

requirements of the EVIP is to certify by May 1, 2012, the intention to implement certain 

employee compensation criteria. This Report is intended to satisfy that requirement. 

The City of Allegan has three different union contracts covering specified groups of employees 

as well as a benefit policy for its non-represented employees. Any changes identified below for 

the union represented groups will require negotiations with and eventual agreement by both 

parties. To the extent the City is not already compliant, it is the City’s intent to enter into 

good faith negotiations with its unions with the purpose and intent to negotiate and implement 

the following compensation Plan (items 1 – 4 below) with any new, modified, or extended 

contracts (union groups) and employment agreements (non-union employees). This Plan will 

be made available for public viewing as required by PA 63. In addition, this Report sets forth 

the City’s current status on each of the four required items. 

1. New hires who are eligible for retirement plans are placed on retirement plans that cap 

annual employer contributions at 10% of base salary for those eligible for social security 

benefits and 16.2% for those not eligible. 

The City currently contributes a Maximum of 10% of the employees base salary to a defined 

contribution plan and 12% of a Department heads base salary. The City offers an additional 457 

plan to which employees may contribute, but there are no City contributions to this Plan. 
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2. For defined benefit plans, where post health care is not provided, the maximum multiplier 

shall be 2.25% for those eligible for social security benefits and a maximum multiplier of 

3% for those not eligible. 

The City of Allegan’s current multiplier is 2.5% for the Chief of Police and all union police 

employees. All other employees of the City are currently on a defined contribution plan. The City 

of Allegan does not offer post-retirement heath care. 

3. For defined benefit pension plans, the final average compensation for all employees is 

calculated using a minimum of three years of compensation and shall not include more 

than a total of 240 hours of paid leave. Overtime hours shall not be used in computing the 

final average compensation for an employee. 

The City currently has a final average compensation for all employees on a defined benefit pension 

plan calculated using a minimum of 3 years. Final average compensation shall not include more than 

a total of 240 hours of paid leave. Overtime hours shall not be used in computing the final average 

compensation for an employee. 

4. Health care premium cost for new hires shall include a minimum employee share of 20%; 

or an employer’s share of the total health care plan costs shall be cost competitive with the 

new state preferred provider organization health plan, on a per-employee basis. 

The City of Allegan is currently compliant. Our share of the total health care plan costs are cost 

competitive with the new state preferred provider organization health plan on a per-employee basis. 

The City has scheduled the following increases: 2012-15%, 2013-18% and 2014-20% effective July 
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