CITY OF FLINT
DEPARTMENT OF UTILITIES
WATER POLLUTION CONTROL DIVISION

Dayne Walling Edward J. Kurtz Robert J. Casc
Mayor Emergency Manager WPC Supervisor
MEMORANDUM

June 12,2013

TO: Derrick F. Jones, Purchasing Manager

THRU: Daugherty Johnson III, Utilities Administrator

FROM: Robert J. Case, WPC Supervisor

RE: Emergency Bar Screen Replacement, Northwest PS

Recently, there have been a number of breakdowns of the bar screen and raking
mechanism at Northwest Pump Station. This device is critical for the proper function of the
main sewage pumps at the station. Without it, debris in the raw sewage accumulates on the
screen and blocks flow to the pumps. This in turn can result in blockage and the backup of
sewage flowing to the treatment plant. Ultimately, it would result in backups of sewage into
residents’ basements, particularly in the northwest portion of the City.

It has now been determined that the gears, sprockets, chain, and other components of the
rake mechanism are worn beyond repair. Even minor stress causes the shear pins to break,
and often the chain comes off the gears. When this occurs, the channel containing it must be
bypassed and drained and major maintenance must be performed to restore operation. The
manual cleanout of the debris in the channel, frequent removal of rags in the pumps, and
related work has caused an unacceptable increase in maintenance costs, along with
downtime that could result in major sewage backups.

Your assistance is requested to secure a Purchase Order on an emergency basis to obtain
new equipment to rehabilitate this station. The equipment needed is similar to that just
purchased for Third Avenue Pump Station. The lowest-bid vendor for that purchase, JWC,
has quoted a cost for an equivalent bar screen, rake, and washer/compactor sized for
NWPS at $275,000.00.

Please use account 590-550.300-977.000 when issuing this Purchase Order.

NWPSBarscrsanEmergPurch

Waler Pallution Control Divistin o G-4652 Beecher Road @ Flint, hichigan 48332 » (818) 766-7210 {phone) o (3 10) 230-3154 (fax)
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(Bid # 13-030) EFM SUBMISSION NO.:

PRESENTED:

ADOITED:

BY TIIE EMERGENCY MANAGER:

RESOLUTION TO JWC ENVIRONMENTAL FOR BARSCREEN REPLACEMENT @
NORTHWEST PUMPING STATION

BY THE EMERGENCY MANAGER
ESOLUTION

The Ulilitics Department/Water Pollution Control Division is recuesting an emergency
purchase to replace a bar screen and raking mechanism at the Northwest Pumping Station in order to
avert a backup of sewage flowing to the treatment plant, and

The Department of Purchases and Supplies has recently solicited bids for similar
cquipment and JWC Environmental, 4485 Commerce Dr., Buford, GA was the only company to submit a
bid. The Purchasing Department has received a quote from said company and request lo proceed in
procuring said equipment as an emergency. The funding for this request will come from the following
account number: $90-550.300-977.000; and

IT IS RESOLVED, that the Proper City Officials , upon the Emergency Manager's
approval, are hereby authorized (o enter into a contract with JWC Environmental for an emergency
purchase to replace a bar screen and raking mechanism at the Northwest Pumping Station in an amount
not to exceed $275,000.00. (Sewer Fund) ¥Yl4 Budget

CIIASING DEPT: APPROVED %é'l‘ Of‘INAN CE:

Derrick Jones, Pdxch ing Manager ?) Gerald Ambrose, Finance Director

) ASTO FORM

Petey M. Bade, City Attorney Michacl X. Brown, City Administrator

\EM DISPOSITION:

ENACT REFER TO COUNCIL FAIL

DATED:

Edward J. Kurtz, Emergency Manager

06/17/13-DFJ




RESOLUTION STAFF REVIEW
June 19, 2013
Agenda ltem Title: Northwest Pump Station Bar Screen
Prepared By: Robert J. Case

Background/Summary of Proposed Action:

Approval to proceed with the emergency purchase of a new bar screen equipment
assembly, consisting of a bar screen, automatic rake, and washericompactor/fioader for
Northwest Pump Stalion. The total purchase amount is $275,0000.

This device is critical for the proper-function of the main sewage pumps at this station.
Without it, debris in the raw sewage accumulates on the screen and blocks flow to the
pumps. This in turn can resuit in blockage and the backup of sewage flowing to the
treatment plant. The pumps could also be damaged by the low water levels behind the
bar screen. Ultimately, it could result in backups of sewage into residents' basements,
particularly in the northwest portion of the City.

Bar screen assemblies are custom designed and fabricated for each installation. A 12
to 16 week lead time is needed to obtain the equipment once an order is placed. It is
critical to place the order as soon as possible, because the existing equipment is worn

out, and subject to frequent breakdowns. lt Is feared that a catastrophic failure could
occur soon.

Financial Implications:

Please approve an emergency purchase of new bar screen equipment for a total
amount of $275,000.00 using account 590-550.300-977.000.,

Budgeted Expenditure? Yes No [] Please explain if no:
Account No.: 590-650.300-877.000 ($275,000.00)
Pre-encumbered? Yes No x Requisition:

Other Implications (i.e., collective bargaining): None

Staff Recommendation: Approve

Staff Person:

.

Department Approval;

{Dept Head or other Authorized Stalf)

SICONTRACTBar ScreansWWPSWWIPS barscreen_resslaff.doc
&
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(Bid # 13-026) EFM SUBMISSION NO.:

PRESENTED:

ADOPTED:

BY TIIE EMERGENCY MANAGER:
RESOLUTION TO DUPERON COPRPORATION FOR (2) TWO BARSCREENS FOR THE,
EAST PUMPING STATION OF WPC
BY THE EMERGENCY MANAGER

OLUTION

The Department of Purchases and Supplies has solicited bids for (2) two complete
barscreen units for the East Pump Station of Water Pollution Control, and

Duperon Corporation, 1200 Leon Scott Court, Saginaw, Michigan 48601 was the
sole responsive bidder for said barscreen units. The funding for this request will come from the
following account number: 590-550.300-977.000; and

IT IS RESOLVED, that the Proper City Officials, upon the Emergency Manager's
approval, are hereby authorized to enter into a contract with Duperon Corporation for (2) two
barscreen units for the East Pump Station of Water Pollution Control in an amount not to exceed
$841,000.00. (Sewer Fund)

PURCHASING DEPT: APPROVED AS_LO-FINANCE:

Derrick Jones, Purchas‘i‘%danager ﬂ:p/ Gerald Ambro;é:Fmance Director

Michael K. Brown, City Administrator

\EM DISPOSITION:

ENACT , REFERTO COUNCIL. ___ FAN,

DATED:

Edward J. Kurtz, Emergency Manager
06/19/13-BDB




RESOLUTION STAFF REVIEW

June 19, 2013

Agenda [tem Title Barscreen Units for East Pump Station

Prepared By Robert J. Case

Background/Summary of Proposed Action:

The existing barscreen at the East Pump Station has a large hole in it, rendering it useless
for screening out and protecting the main sewage pumps from rags and larger debris in the
wastewater. Current raking equipment is also nonfunctional. New equipment will allow for
the removal of the debris to landfill, and preventing excessive maintenance and damage to

the pumps, as well as reducing man hours for removing debris from the plant head works
and primary tanks.

Financial Implications:

Please issue a purchase order for the FY 2014 approved budget amount of $841,000.00.
Use account 590-550.300-977.000 when issuing this purchase order.

Budgeted Expenditure? Yes: x No Flease explain if no:

Account No.: 590-550.300-977.000

Pre-encumbered? Yes: Nox Requisition: 1300008

Other Implications (i.e., collective bargaining): None

Staff Recommendation: Approve

Staff Person:

Department Approval:_ /QZ/WO /7‘2( /iW

S CONIRAC Dar Screens st PS T PABaescrecn resstall dog
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STATE OF MICHIGAN

RICK SNYDER DEPARTMENT OF TREASURY ANDY DILLON
GOVERNOR LANSING STATE TREASURER

June 21, 2013

Mr. Edward Kurtz, Emergency Manager
City of Flint

1101 S. Saginaw St.

Flint, MI 48502-1426

RE: Flint Water Contract

Dear Mr. Kurtz:

Thank you for the letter dated June 7, 2013, to Mr. Kevin Orr, Emergency Manager of Detroit,
regarding your request to blend Flint River water with water purchased from the City of Detroit.

Please keep the Office of Fiscal Responsibility informed on the any future updates regarding this

matter.

Sincerely,

State Administrative Manager A - R
Office of Fiscal Responsibility 2

[
e
S
~
)

CC: Edward Koryzno, Acting Bureau Director LTy S e

P O BOX 30716 = LANSING, MICHIGAN 48309+
www.richigan.govitreasury « (517) 373-3200


http://www.micfiigan.gov/lreasuty

RECEIVED

JUN 12 2013

OFFICE OF THE STATE THEASURER

ﬁ%@@@%
3?1( @ CITY OF FLINT

OFFICE OF EMERGENCY MANAGER
EDWARD J. KURTZ

June 7, 2013

Mr. Kevyn Orr, Emergency Manager
City of Detroit

2 Woodward Avenue, Suite 1126
Detroit, Ml 48226

RE: Flint Water Contract

Dear Mr. Orr:

| am requesting permission to allow the City of Flint to blend Flint River water with water
purchased from the City of Detroit. The City of Flint currently operates under a 1965

water service contract with the City of Detroit. Paragraph 14 of the contract prohibits
the introduction of water from other sources, unless permission is given.

The City of Flint operates a water treatment facility that routinely treats Flint River water
to ensure it meets State of Michigan drinking water standards. This is maintained as a
secondary water source for our residents. However, the treated Flint River water is then
dumped back into the Flint River, essentially being wasted.

The City of Flint has been in close consultation with the Michigan Department of
Environmental Quality (DEQ). The DEQ has raised no objections to blending treated
Flint River water with water purchased from Detroit for consumption by Flint residents.
This presents no danger to the Detroit water system.

Like Detroit, Flint faces daunting financial challenges. The ability to blend Flint River
water would have an immediate positive impact. And while this would reduce
commodity revenue received by Detroit, Flint would continue to pay the full service
charge of $738,000 per month.

Detroit has provided notice of termination of the Flint water contract effective April 17,
2014. Upon termination of service, Flint is planning to utilize Flint River water for

City Hall
1101 S. Saginaw Street - Flint, Michigan 48502
810-766-7346 FAX: 810-766-7218  www.cityofflint.com


http://www.cityoffliDt.com

Mr. Kevyn Orr
June 7, 2013
Page 2

consumption. It would be very helpful if we were aliowed to gradually introduce Flint
River water during the upcoming months so as {o better ensure a seamiess transition
and safe, healthy water supply. This would also allow Detroit to make similar
adjustments as needed as Flint is weaned off the Detroit system.

We believe there are other areas of potential cooperation between Flint and Detroit that
would be mutually beneficial, such as purchase of pipeline. Your team has
demonstrated excellent leadership for Detroit and | am hopeful that by working together
we will be able to better address these infrastructure issues.

The City of Flint along with the Genesee County Drain Commissioner would like to meet
with you at your earliest convenience to discuss the various issues. | can be contacted
at 810.237.2035 (office) or 810.577.5263 (cell) or by email at ekurtz@cityofflint.com.

Thank you for consideration of this request. If you need further information, please let
me know.

Sincerely,

7/

Edward J. Kurtz
Emergency Manager

Cc: Andy Dillon, State Treasurer

S \P Badel\DWSOVIr to KOrr re contract 6-7-13 doc


mailto:ekurtz@citvofflint.com

Pleﬂe, Beth (Treasu:z)

From: Maxine Murray <mmurray@cityofflint.com>

Sent: Tuesday, June 25, 2013 8:22 AM

To: Koryzno, Edward (Treasury)

Cc: Dempkowski, Angela (Treasury); Ed Kurtz; Michael Brown; Saxton, Thomas (Treasury);
Stibitz, Brom (Treasury)

Subject: Re: Electronic Communication - Flint Water Plant

Thank you Mr. Koryzno.

Maxine

On Mon, Jun 24, 2013 at 5:27 PM, Koryzno, Edward (Treasury) <KoryznoE@michigan.gov> wrote:

Maxine,

Thank you for the opportunity to review the attached resolution. | have discussed it with the Chief Deputy Treasurer
and | am approving it on behalf of the Treasurer. You may proceed.

Edward B. Koryzno, Jr. | Administrator - Office of Fiscal Responsibility
State of Michigan | 430 W. Allegan Street, 1st Floor | Lansing, MI 48922

(517) 373-4415 | (517) 373-0633 (fax)

KoryznoE@michigan.gov

é Think Greenl Don't print this e-mail unless you need to.

CONFIDENTIALITY NOTICE: This e-majl, and any attachments, is for the sole use of the intended recipient(s)
and may contain information that is confidential and protected from disclosure under the law. Any unauthorized
review, use, disclosure, or distribution is prohibited. If you are not the intended recipient, please contact the


mailto:rnmurray@cityofflint.com
mailto:KorvznoE@michigan.gov
mailto:KorvznoE@michiaan.Qov

sender by reply e-mail, and delete/destroy all copies of the original message and attachments.
Thank you

From: Maxine Murray [mailto:mmurray@cityofflint.com]
Sent: Friday, June 21, 2013 3:44 PM

To: Koryzno, Edward (Treasury)

Cc: Dempkowski, Angela (Treasury); Ed Kurtz; Michael Brown
Subject: Electronic Communication - Flint Water Plant

Good afternoon:

Please see the attached communication from Ed Kurtz regarding the Flint Water Plant.

Thank you.

Maxine Murray

Executive Assistant to

Mayor Dayne Walling

Edward J. Kurtz, Emergency Manager
Michael K. Brown, City Administrator
1101 S. Saginaw Street

Flint, MI 48502

810.237.2035 Telephone

810.766.7218 Fax

Maxine Murray



CITY OF FLINT
OFFICE OF EMERGENCY MANAGER
EDWARD J. KURTZ

ELECTRONIC COMMUNICATION
June 19, 2013

Mr, Edward Koryzno

Office of Fiscal Responsibility
State of Michigan

Lansing, Michigan

Dear Mr. Koryzno:

Due o contractual relations with the DWSD, Flint is investigating the possibility of placing the
Flint Water Plant (FWP) into opcration using the Flint River as a primary drinking water source
for approximately two years and then converting 1o KWA delivered lake water when available.
During this two year interim period, Flint would consider supplying water to Genesee County
provided the FWP proves capable of treating and supplying the required 40 MGD maximum day
demand. This new operational scenario along with the reduction in maximum day capacity to 18-
megd, after KWA System completion, creates the need for a modified plan that balances the short
and long term needs for Flint.

The FWP had extensive upgrades under the State’s Drinking Water Revolving Fund program in
order to serve as a back up supply in case of loss from DWSD. This upgrade was done as Phase

1. The subsequent Phase II analysis was done to bring the plant to primary status but not
implemented until this point.

The City of Flint is seeking to enter into a sole source contract with Lockwood, Andrews &
Newnam, Inc. (LAN) whose professional staff engineered and implemcnted Phase I as well as
developed the Phase II report.

The scope of serviccs has two primary tasks that must be performed to develop a cost effective
plan for Flint’s immediate and long term needs. DWSD has implemented the termination clause
of our supply contract effective April 2014. In order to meet the short schedules, some portions
of these tasks will be performed concurrcntly, while some may be performed consecutively.

City Hall
1101 8. Saginaw Street - Flint, Michigan 48502
810-766-7346 FAX: 810-766-7218  www.cityollint.com
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Mr. Edward Koryzno
June 19, 2013
Page 2

Task 1 is a plaat test run scheduled for this surumer to test the treatment systems and
hydraulic capacity of the plant.

Task 2 would be the development of an engineering planning report to define the immediate and
long term improvements necessary for using the Flint River as a primary source of water.

See Appendix A and B for detailed cost proposals and scope of services.

Thank you,

Edward J. Kurtz.
Emergency Manager




Appendix A

DETAIL LEVEL OF EFFORT BY TASK
LOCKWODD, ANDREWS AND NEWNAM, INC,

PHASE 1l « CITY OF FLINT WTP REHABILITATION
Date : June 10, 2013

TASK | - WATER TREATMENT PLANT TEST RUN SUPPORY

CLASSIFICATION HOURS BILLING RATE LABOR COST TOTAL
Project Director 96 |$§ 24000 |$ 23,0400
Senlor Project Manager 0 |$ 22000 |3 $,800.00
Project Manager 20 |$ 380.00 |$  21,600.00
Project Enginear (PE) 80 ] 150.00 |$  12,000.00
Design Englnear {EIT} 120 |$ 12000 1§  14,400.00
Projact Controls Manager 16 $ 105.00 |$ 1,680.00
Total Staff Hours 3386
Total kabor + Dlrect Overhead - 81,520.00
Suh-Consuitant(s) 1
Expenses $2,500.00
Tatal Task | $84,020.00
TASK H - ENGINEERING PLANNING REPORY
CLASSIFICATION HOURS | BILLING RATE LABOR COST TOTAL
Project Director 24 $ 240400 | & 5,760.00
Senlor Project Manager o |3§ 22000} § 880000
Project Manager 120 | 3 18000 | §  21,600.00
ST. Elgctrical Engineer 6 | $ 185.00 | §  21,100.00
Project Englneer (PE} 120 |3 15000 | §  18,000.00
Daslgn Enginear (£1T) 120 | $ 11800 | $  34,160.00
CADD Designer _ 40 | $ 11200 $  4,480.00
Project Controls Manager 8 $ 10500 | $ £40.00
Total Staff Hours 468
Total Labor including Overhead $ 8498000
Sub-Consultant{s)
Expenses $2,000.00
Total Task i

$86,520.00




1)

2)

3)

D
3)

8)

9

Appendix B
Task 1: Plant Test Run

Meet with FWP staff and other stakeholders as necessary to review cutrent
condition of the water plant facilities and equipment. Develop a preliminary
list of issues or concerns that will impact the planned test run.

Obtain copies and review existing Phase I documents as provided by Flint.
Recreate design calculations, such as plant hydraulic headlosses, as needed to
develop plant test run parametets.

Perform plant site visit with FWP staff to ascertain the condition of the
facilities and equipment.

Develop plant test run protocol for submission to MDEQ.

Meet with MDEQ representatives to review and discuss test run protocol.
Incorporate MDEQ comments into final plant test ran protocol.

Provide assistance and training/support to the FWP staff on implementing the
Test run protocol.

Collect data and information generated during plant test rur. Evaluate the
plant and unit systems performance for water quality and hydraulic capacity.

Meet with Flint staff, MDEQ and other stakeholders as necessary to discuss
plant run findings and present conclusions and recommendations. Prepare and
submit interim technical memorandum to City of Flint outlining conclusions
and recommendations from the plant test run,

Schedule, coordinate and meet with equipment and material vendors as
required.




2)

3)

4)

5)
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Appendix B (continned)
Task 2: Engineering Planning Report

Using the technical memorandum as referenced in the preceding section,
develop conceptual plan for both immediate and long term improvements.

Review site plan information and utilities to define needs and constraints
related to immediate and long term proposed improvements.

Attend frequent meetings with Flint utility staff to discuss and review
potential and recommended improvements to meet the needs for immediate
and long term water supply needs

Define the finished water quality parameters and goals.

Develop plans for temporary facilities as needed, such as lime sludge disposal,
to minimize cost for the interim period.

Define the basis of design for the needed improvements along with an opinion
of probable construction cost referenced to a specific ENR Index value.

Re-evaluate issues defined in the 2011 Analysis of the Flint River report for

permanent withdrawal versus interim withdrawal from the river such as
Holloway Reservoir water levels and Flint River minimum flow requirements.

Submit a draft of the planning report to Flint for review.

Attend up to four meetings with Flint staff and the MDEQ to finalize the
planning report.

Incorporate review comments into planning report and deliver final to Flint.




EM SUBMISSION NO.: 200 13 EMIYD
PRESENTED: o -2 (- /3
ADOPTED: b-26-13

BY THE EMERGENCY MANAGER:

Resolution Authorizing Approval to Enter into a Professional Engineering Services Contract for
the Implementation of Placing the Flint Water Plant into Operation

The City of Flint requires professional engineering services for assistance in placing the Flint Water Plant
into operation using the Flint River as a primary drinking water source for approximately two years and
Llhen comverting to KWA delivered lake water when available at a cost of $171,000.00; and

['he Ciy of Flint is seeking to enter into a sole source contract with Lockwood, Andrews & Newnam,
Inc . with funding coming from the Utilities Administration FY14 account in 591-536.100-801.000; and

IT RESOLVED, That appropriate City Officials are authorized to enter into a Professional Engineering
Senvees contract with Lockwood, Andrews & Newnam, Inc., for the administration of placing the Flint

Walter Plant into operation using the Flint River as a primary drinking water source at a cost of
S171,004 00. Funding will come from the Utilities Administration FY'14 account 591-536.100-801.000

ARPROVED AS TO FORM: APPROVED AS TO FINANCE:

))
/
SR n L /’L/

r M. Bade, Chief Legal Officer ﬁrﬁ:\n’(br%, Finance Dircctor

DISPOSITION;»

patep b e - 13




RESOLUTION STAFF REVIEW

Date: June 17. 2013

Agenda ltem Title: Resolution Authorizing Approval to Enter into a Professional Engineering
Senvices Contract for the implementation of Placing the Flint Water Plant into Operation

Preparcd by:
Yolanda Gray. Utilities Accounting Coordinator

Summary of Proposed Action:

Resolution authorizing the City of Flint to enter into a sole source contract with Lockwood,
Andrews & Newnam for professional engineering services to place the Flint Water Plant into
operation using the Flint River as a primary drinking water source.

Financial Implications:
S171.,000.00

Pre-encumbered?:  Yes No X Requisition: Funding will be available in the FY 14
Utilities Administration budget.

Account No. FY14 591-536.100-801.000

Other implications (i.c. collective bargaining):
No other implications are known at this time.

Staft Recommendation: Recommend Approval

\ -
..\ Y h . /j / H.____,/
Staft Person _, \ l L o / A e 74/ /’ (L - Y, é

Howard Croft Ddtigherty AZIohnson 1T/
Infrastructure & Development Director Utilities Administrator




RE: JWC - Northwest Pump Station - Koryzno, Edward (Treasury) Page 1 of 2

RE: JWC - Northwest Pump Station

Koryzno, Edward (Treasury)

Mon 6/24/2013 5.26 PM

To "Maxine Murray’ <mmurray@cityofflint.com>, Dillon, Andy (Treasury) <OillonA2@michigan.gov>;

Cc Ed Kurtz <ekurtz@aityofflint com>, Michael Brown <mbrown@atyofflint.com>, Saxton, Thomas (Treasury)
<SaxtonT@michigan.gov>, Stibitz, Brom (Treasury) <StibitzB@michigan gov>,

Maxine,

Thank yau for the opportunity to review the attached resolution. | have discussed it with the Chief Deputy
Treasurer and | am approving it on behalf of the Treasurer. You may proceed.

Ed

Edward B. Koryzno, Jr. | Administrator - Office of Fiscal Responsibility
State of Michigan | 430 W, Allegan Street, 1st Floor | Lansing, ML 48922
(517) 373-4415 | (517) 373-0633 (fax)

KoryznoE@michigan.gov

&% Think Green! Don't print this e-mail unless you need to.

CONFIDENTIALITY NOTICE: This e-mail, and any attachments, is for the sole use of the infended
recipient(s) and may contain information that is confidential and protected from disclosure under the low.
Any unauthorized review, use, disclosure, or distribution is prohibited, If you are not the intended
recipient, please confact the sender by reply e-mail, and delete/destroy all copies of the origiml message
and aftachments.

Thank you

From: Maxine Murray [mailto:mmurray@cityofflint.com]

Sent: Friday, June 21, 2013 3:30 PM

To; Dillon, Andy (Treasury); Koryzno, Edward (Treasury)

Cc: Ed Kurtz; Michael Brown

Subject: JWC - Northwest Pump Station

Good afternoon,

Please find attached an electronic conumunication and documentation from Ed Kurtz.

Thank you.

https://outlook.office365.com/owa/7ver=16.1027.13.1882487&cver=16.1027.13.1882487...  1/22/2016
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https://outiook.office365.com/owa/7verKl6.1027.13.1882487&cver=16.1027.13.1882487

RE: JWC - Northwest Pump Station - Koryzno, Edward (Treasury) Page 2 of 2

-

Maxine Murray

Executive Assistant to

Mayor Dayne Walling

Edward J. Kurtz, Emergency Manager
Michael K. Brown, City Administrator
1101 8. Saginaw Street

Flint, M1 48502

810.237.2035 Telephone
810.766.7218 Fax

https://outlook.office365.com/owa/?ver=16.1027.13.1882487&cver=16.1027.13.1882487...  1/22/2016
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CITY OF FLINT
OFFICE OF EMERGENCY MANAGER
EDWARD J. KURTZ

June 19, 2013

Mr., Andy Dillon, State Treasurer
Michigan Department of Treasury
Lansing, MI 48922

Re:  JWC - Northwest Pump Station
Dear Treasurer Dillon:

This is to request your approval to enter into a no bid contract with JWC for emergency repairs to
Flint’s northwest pump station. As described in the attached memorandum from Robert I. Case,
Water Pollution Control Supervisor, these repairs are critical for the proper function of the main
sewage pumps at the northwest pump station.

The City recently made similar repairs at the Third Avenue pump station, and the Jow-bid vendor
was JWC. The needed equipment is customized for each installation, and its design and fabrication
will take approximately 12 - 16 weeks. On that basis, and due to the emergency nature of the
necessary repairs, I recommend a no-bid contract with JWC to perform the repair work at the
northwest pump station. The estimated cost is $275,000.

The Local Financial Stability and Choice Act (Public Act 436 of 20(2) states that “[e]xcept as
otherwise provided in this subsection, any contract involving a cumulative value of $50,000.00 or
more is subject to competitive bidding by an emergency manager. lHowever, if a potential contract
involves a cumulative value of $§ 50,000.00 or more, the emergency manager may submit the
potential contract to the state (reasurer for review and the state treasurer may authorize that the
potential contract is not subject to competitive bidding.” MCL 141.1552(3).

1 am requesting your approval of a no bid contact with JWC to perform emergency repairs to the
northwest pump station at an estimated cost of $275,000. If you need any further information
concerning this request, please let me know. Otherwise, thank you for your consideration of this
matter.

ward J. Kurtz
Emergency Manager

City Hall
1101 8. Saginaw Street - Flint, Michigan 48502
810-766-7346 FAX: 8]10-766-7218  www.cityofTlint.com
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CITY OF FLINT
OFFICE OF EMERGENCY MANAGER
EDWARD J. KURTZ

June 28, 2013

Mr. Andy Dillon, State Treasurer
Michigan Department of Treasury
4th Floor Treasury Building

430 West Allegan Street

Lansing, M1 48922

Dear Mr. Dillon:

Attached please find Update 3 for the City of Flint Financial and Operating Plan. This
update will also serve as my closing memorandum as specified in the Emergency
Manager's contract with the State of Michigan.

This report includes a summary of the financial conditions and goals for the City of Flint,
the plan to conduct the operations of the City and the on-going actions being taken to
resolve the financial emergency. This update will be posted on the City's website:
www.cityofflint.com .

Respectfully submitted,

M“é\q“’
Edward Kurtz
Emergency Manager

cc:

Governor Rick Snyder

I. Brown, Clerk of the City of Flint
E. Koryzno, Dept. of Treasury

City Hall
1101 8. Saginaw Street - Flint, Michigan 48502
810-766-7346 FAX: 810-766-7218  www.cityofflint.com
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City of Flint Financial and Operating Plan — FY 2013 — Third Update
June 30, 2013

Introduction
This update to the Financial and Operating Plan for the City of Flint is submitted by the
Emergency Manager for the City of Flint to Governor Rick Snyder, through the

Department of Treasury for the State of Michigan, in accordance with Public Act 436,
Section 11.

The City of Flint had previously submitted a Financial and Operating Plan under PA 72
and was not required under PA 436 to submit a new plan. However, as this is the end of
the 2013 fiscal year and end of the service of Emergency Manager Kurtz, the City felt it
was appropriate to prepare an update to the current plan. This is also the end of the first
full fiscal year under the administration of the Emergency Manager. The FY 2014 Budget
and Five Year Strategic Plan has been adopted and in October, 2013 a City Wide Master
Plan will also be adopted.

This update will also serve as Emergency Manager Kurtz’ closing memorandum as
specified in the Emergency Manager’s contract with the State of Michigan. On June 26,
2013 former EM Michael K. Brown has been reappointed by Governor Snyder as
Emergency Manager for the City of Flint.

This report includes a summary of the financial conditions and goals for the City of Flint,
the plan to conduct the operations of the City and the on-going actions being taken to
resolve the financial emergency. This update will be posted on the City’s website:
www.cityofflint.com .

Summary of the EM/EFM Appointment Sequence and Development of the
Operating and Financial Plan

The Flint Financial Review Team determined in November 2011 that the City of Flint
was in a financial emergency. See Attachment #1.

On December 1, 2011 Governor Rick Snyder appointed Michael K. Brown as Emergency
Manager. EM Brown developed the Financial and Operating Plan utilizing the resources
of a five person Advisory Committee as well as five additional advisory committees. EM
Brown sought broad expertise to ensure public engagement and to maintain a sense of
continuity with the Mayor and City Council. In fact, all nine City Council members and
over fifty other citizens participated in the advisory committees.

EM Brown's original Financial and Operating Plan (45 Day Plan) was submitted to the
State Treasurer on January 15, 2012; the first update to the Plan was submitted on June 1,
2012. On August 8, 2012, PA 4 was suspended and Edward J. Kurtz was appointed
Emergency Financial Manager under PA 72. (Mr. Brown stepped aside as he was
prohibited from serving as EFM due to his recent service as Interim Mayor for the City of
Flint.)


http://www.citvofflint.com

EFM Kurtz established a new Advisory Committee in accordance with the requirements
of PA 72.

Utilizing the Advisory Committee and the City of Flint management team, EFM Kurtz
presented a second update to the Financial and Operating Plan and submitted this to the
State Treasurer on February 8, 2013.

Operations of the City of Flint

Shortly after his appointment as EM, Michael Brown took steps to reorganize the city
government operations including: elimination of departments, consolidation of
departments, elimination of management level positions, adjustment of the compensation
of elected and appointed officials, elimination of the Civil Service operation and the
Office of Ombudsman.

Management appointments were made to ensure that the essential services necessary for
the public’s health, safety and welfare are provided and to continue conducting all aspects
of the City of Flint’s operation within the resources available. Necessary employment
contracts were extended with the approval of the Treasury Department.

Department management reconfigurations were completed in anticipation of reductions
in staffing levels as provided in the FY 13 Budget (See Attachment # 2 Organizational
Chart FY 13). Subsequently, as part of the FY 14 Budget process a Strategic Plan was
adopted and more changes in the organizational structure occurred. The primary change
was the inclusion of a new Planning and Development Department (See Attachment #3
Organizational Chart FY 14).

When PA 436 became effective in March 2013 the City Council members’ and Mayor’s
compensation was eliminated. EM Kurtz partially restored compensation for Mayor and
Council through Orders 1 and 2. These orders also defined specific responsibilities and
requirements. For example, the City Council members must complete Level One of the
Michigan Municipal League (MML) core course for municipal government and must
receive the MML education award with in ope year.

All Orders and Directives issued by the Emergency Financial Manager (under PA 72)
and Orders issued by the Emergency Manager (under PA 436) are listed in Attachment
#4: Orders and Directives of the EFM and EM.

Financial Status

The financial condition of the City of Flint has begun to improve, with revenues and
expenses generally tracking with budget projections. While the FY'12 results showed
an increase in the accumulated deficit, that increase was anticipated, due to a
decision early on to focus efforts on developing and implementing a budget for FY13
that would maintain essential services while moving the City toward long term
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financial solvency.

These efforts are proving successful. To-date, the FY'13 budget was balanced without
increasing the deficit; and revenues and expenses have been generally in line with
expectations. The budget for FY 14 has been adopted, with anticipated revenues and
expenses balanced. In both FY13 and FY14, difficult decisions have been made with
regards to staffing, fringe benefits, organizational structure, levels of service, and
increases in fees and taxes.

Development of the FY'14 budget was done in the context of developing budgetary
projections through FY18, and recognizing the need to eliminate the City’s accumulated
deficit. With a desire to develop and maintain a multi-year perspective on city resources
and operations, the development of the FY'15 budget is now beginning. While FY'15 will
be extremely challenging due to continued property value declines and the anticipated
loss of some major grants, the budget for FY'15 will be realistically balanced.

Finally, as a result of analyzing projected revenues and expenses for the next five years, it
has become clear that the City will continue to face a structural deficit in the area of $3
million to $5 million annually. More than anything, the City’s stagnant revenue streams
(no growth projected over the next 5 years) and its high amount of legacy costs ($37
million for FY14) have created this situation.

This structural deficit essentially precludes the City from stabilizing service levels even at
minimal Ievels, and prevents it from addressing significant unmet capital needs (currently
estimated at more than $300 million). Without structural change, this situation is not
sustainable and the City will not achieve even a minimal level of financial solvency in the
long term.

While bankruptcy has been mentioned as a possible solution to this, investigation of the
alternative shows it to be expensive, slow, and with outcomes that are far from certain.
However, investigation of an alternative which focuses on improving the City’s revenue
stream while continuing to reduce legacy costs shows promise. For example, an increase
in the local income tax rate to the levels afforded other urban centers, coupled with
significant additional changes in health care and pensions for active employees and
retirees appears to have the potential to overcome the $3-$5 million structural deficit
while providing a similar amount for stabilizing services and beginning to address capital
needs.

Cash Flow as of June 30, 2013

Cash flow has improved with the receipt of revenues from the public safety millage,
street light assessment, and waste collection fees. Pooled cash on hand is now in excess
of $25 million, compared to $13 million as of December, 2011. However, the General
Fund still relies heavily on borrowed cash as a result of its $19 million accumulated
deficit. This cannot be resolved without borrowing, as stated in the Draft Deficit
Elimination Plan submitted to Treasury in January 2013. As of this date, Treasury has
not approved the Deficit Elimination Plan,

Update 3 Final June 28, 2013 3



FY13 Budget — Preliminary Year End Projection

As of June 1, 2013, revenues and expenses are generally on target. The budget was
amended in December to reflect some adjustments to revenues and expenses, including
the proceeds of the voter approved millage for police and fire protection, projected
revenues and expenses for the operation of the City lock-up; and the extension of a public
safety grant from the Mott Foundation which provided continued funding for 11 law
enforcement officers. Additional Budget amendments were adopted based on an
unplanned special election, the proceeds from two auctions, utility refunds and other
minor issues. Income tax revenues appear to be slightly less than projections, and over
expenditures in Fire Department overtime have been addressed.

Absent any catastrophic event, such as an adverse decision on modifications of retiree
health care, FY13 is projected to end with revenues slightly exceeding expenses.

FY13 Budget Decisions

The FY 13 budget was balanced realistically, and encompassed significant revenue
increases and expenditure reductions. The FY13 budget process started with a projected
gap of $25 million between projected revenues and projected expenses. The result was a
total budget of $192 million, of which $82 million is sewer and water; $58 million is
General Fund and $30 million is Federal CDBG.

The budget encompassed expenditure reductions which included the elimination of nearly
150 positions (20% of the workforce); employee concessions including a restructuring of
health and pension benefits and employee costs; and various organizational changes.

The budget also recognized the implementation of new health care plans and pensions
benefits for active employees, as well changes in healthcare plans for retirees. These
changes reduced the City’s OPEB liability from nearly $900 million to less than $400
million.

The change in retiree health care is the subject of litigation in Federal District Court,
where a temporary restraining order has been issued and is being appealed. Should the
City be precluded from implementing these changes in health care for retirees, there will
be a projected (unbudgeted) increase in expenses of $1.7 million in FY13 and more than
that in FY'14 and beyond, this will be devastating to efforts to return Flint to financial
solvency. On June 25, 2013, the court denied the City’s request to stay the order and in
fact, applied the injunctive order to all retirees as a class (without actually certifying a
class). The City’s legal counsel has recommended the City immediately comply with the
court’s order. The City has authorized legal counse] to immediately apply for relief in the
6™ Circuit Court.

For future employees, city retiree health care will no longer be an option, and the
traditional defined benefit pension plan for non-police and fire employees will be
replaced with a hybrid pension plan. There are also numerous changes which increase
management flexibility and reduce other employee costs. Note: The City of Flint
basically is operating a Medicare system for retirees from the time they retire (as early as
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their mid-forties to early fifties) at the same cost as regular employees ($5,000 to
$17,000) which is unsustainable.

The FY13 budget also implemented new revenues in order to provide the level of
revenues still required — in spite of expense reductions — to continue the marginal level of
city funded public safety personnel and basic city services. These revenues include
numerous fee increases; a $143 annual fee for waste collection (replacing a dedicated 3
mill tax levy); a $62 special assessment fee for operation, maintenance, and improvement
of street lights (in the past this was a $2.85 million general fund expense); and an overall
25% increase in water and sewer rates (12.5% water; 45% sewer). Unfortunately, the
reliance on fees and assessments will create hardship for many of the City’s residents.
However, the choices for increasing revenues at this time were limited. For those

homeowners who qualify for the property tax exemption, the City recently will waive the
street light assessment ($62) and the ready to serve charge on the water bill ($52
approximately).

In November 2012, a 6 mill Police and Fire Protection Millage was approved by Flint
voters. The first year of this millage is expected to generate $5.3 million. The Emergency
Manager also issued a resolution (2012EFM101) on October 17, 2012 as a charter
revision requiring that the new millage revenue would be in addition to the 55.5% of
unrestricted General Fund dedicated to Police and Fire departments. The percent
dedicated to police and fire will increase to 60% in Fiscal 14.

Though the FY 13 budget was been implemented as planned, the City still faces several
legal challenges. While the challenges may not be sustained in the long term, any
impediments to implementing the budget will have severe financial impacts.

For example, legal challenges which prohibit the City from implementing revenue
increases or expenditure decreases will require immediate actions to further reduce
spending — including public safety — and may impact the City’s ability to function at an
adequate level, particularly in light of the marginal cash flow.

Potential challenges the City may face from budgetary perspective include ones
associated with the numerous rate increases incorporated into the budget, changes in
retiree health care, and the unilateral implementation of changes to three collective
bargaining agreements. It should be noted that through the Emergency Manager the City
of Flint was able to reach tentative agreements with three of the six bargaining units.

To this point, the City was sued over the implementation of increased water and sewer
rates, by the President of the City Council et al. This is a prime example of litigation that
could impede the COF’s ability to maintain fiscal solvency. With regard to this lawsuit,
the City filed a motion to dismiss and in late June 2013 the court dismissed this suit.

Two additional law suits were filed: in late May 2013 AFSCME Local 1600 is seeking to

repeal the contract imposed by the EM in April of 2012, and URGE (a retiree
organization) is seeking to negate the transfer of the pension plan from FERS to MERS.
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FY 12 Audit

The Comprehensive Annual Financial Report (CAFR) for FY12 was completed and was
filed with the state in a timely manner. The results were as expected, with fewer auditor
comments than in past years. Deficits exist in the General Fund ($19.1 million) and in the
‘Water Fund ($8.8 million).

In the FY 13 budget document, prepared in April 2012, the accumulated deficit for the
FY12 General Fund was projected to be $18.1 million. However, this projection did not
include the $1.54 million write down for the value of Genesee Towers. Adding the write
down to the projected deficit of $18.1 million would have resulted in a total of $19.7
million.

In the FY12 CAFR, the amended budget projected a deficit of $16.3 million. However,
this projection did not include the $1.54 million write down for Genesee Towers. It also
included $739,406 in federal grant revenues and $602,192 in local revenues which did
not materialize. Taking these items into consideration, the deficit projection would have
been $19.2 million.

The $19.1 million accumulated deficit reflected an excess of expenditures in the General
Fund for FY12 of $11.1 million. This was anticipated by the Emergency Manager shortly
after being appointed, which was almost six months into the FY12 year. Given that FY'12
was nearly half over, and that significant unplanned reductions in services, primarily
public safety, would need to occur if the projected deficit were to be immediately
eliminated, the decision of the Emergency Manager, in consultation with Treasury, was
to contain costs as much as possible but without significantly reducing services —
especially public safety - for the balance of the year. Instead, focus was concentrated on
developing a budget for FY'13 which would move towards restoring Flint to long term
financial solvency. It was projected that as a result of this decision, the deficit for FY12
could have been as much as $12 million, resulting in an accumulated deficit of $20
million.

The deficits identified in the City’s Comprehensive Annual Financial Report for FY12,
the year ended June 30, 2012, are follows:

General Fund - $ 19,184,850

Water Supply Division - $ 8,758,091

Economic Development Corporation $ 119,439
FY 11 Deficit Financing

In April 2012 the Emergency Manager filed a 2011 Deficit Elimination Plan focused on
the accumulated deficit as of June 30, 2011. That plan indicated the City’s intent to
request authorization to borrow approximately $9 million in Fiscal Stabilization Bonds in
order to address the accumulated General Fund deficit once a credible FY13 budget was
in place. The 2011 Deficit Elimination Plan was approved by the State. On May 24, 2012
the City filed an application for borrowing with the State Administrative Board, and the
Department of Treasury has issued a memorandum stating that the request satisfies the
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necessary statutory requirements. However, Treasury did not authorize the borrowing as
proposed and approved in the 2011 Deficit Elimination Plan.

While this borrowing request addressed the accumulated FY11 deficit, there was an
additional deficit at the end of FY12 of approximately $10 million. It is estimated at this
time that an additional $10 million will need to be financed in order to address the FY12
deficit. However, the FY'13 budget as adopted should create no additional General Fund
deficit. There will be ongoing deficits in the water and sewer funds, but only as related to
unfunded OPEB liabilities.

Deficit Financing 2012

FY12 ended with an accumulated $19.1 million deficit in the General Fund. The City has
shared with Treasury a draft plan to eliminate the deficit over the next five years. The
draft plan proposes a mixture of borrowing ($12 million) and dedicating future revenues
($7 million) over the next five years (FY14 to FY'18).

The deficit of $8.8 million in the Water Fund is less than the unfunded OPEB liability.
Since the City is not in the position to address OPEB liabilities throughout the City, there
is little reason to increase water rates to eliminate this deficit. Additionally, the City’s
approach to containing its OPEB liabilities has been to restructure its active and retiree
health care benefits, and to eliminate the promise of retiree health care for new
employees. The changes have had a significant impact on the City’s OPEB liabilities,
reducing the total unfunded liability from nearly $900 million to less than $400 million,
and reducing the Annual Required Contribution {ARC) from $60 million to $22 million.
To the extent these efforts are successful; the deficit in the Water Fund will be lessened.

Treasury has not responded to this draft plan.

Revenue Enhancement Activity

As noted in “FY'13 Budget Decisions” section, several new revenue actions were
implemented for the FY 13 Budget: waste collection 3 mils eliminated and fee
established, Street Lighting Assessment established, new 6 mil Police and Fire Protection
approved by voters, also fees for licenses and permits were adjusted.

The EFM via Order No. 8 established the Poverty Exemption to the Street Lighting
Assessment. Individuals who qualify for relief from property taxes may apply for an
exemption from the street lighting assessment as well.

Also, through EFM Order No. 11, water service procedures were modified. The City’s
procedures and rate structure for the provision of water service has a substantial financial
impact on the City. The Emergency Financial Manager has determined that it is necessary
to make a number of changes to these procedures.

The following new procedures were adopted regarding water service:

1. Property owners who apply for and are granted the annual poverty tax
exemption will also be exempted from the monthly ready to serve charge for
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water service. Exemptions will be for the period of July 1 to June 30. Exemptions
from the March Board of Review will begin July 1. Exemptions from the July and
December Board of Review will be retroactive to July 1.

2. For individuals who have a “Decision Notice” from the Michigan Department
of Human Services (DHS), wherein DHS has agreed that it will pay the water
deposit, the City will accept the DHS maximum deposit payment (currently
$200). However, the individual will remain responsible for the affidavit fee and
the water turn-on fee.

3. For customers where the water has been shut off and a fee is required to turn
the water back on, the fee will be reduced to $100 if the customer agrees to a
payment plan for all unpaid water and sewer charges.

4. Same day turn on service will be available ONLY if the customer pays the
$175 fee AND pays all unpaid water and sewer charges billed in full.

5. The Infrastructure Division will develop an implementation and business plan
for aggressively pursuing alleged instances of water theft. The plan will also
address increasing the capacity for quickly shutting off water and reducing the
time between the delinquency and the actual shut off,

The Treasury Department has also created the Competitive Grant Assistance Program (C-
GAP) as a means of encouraging shared services implementation. The City of Flint
participated in five C-GAP applications which included Human Resource Hiring and
Management system sharing with the Genesee Intermediate School District and Genesee
County; a fiber optic cable expansion also with Genesee Intermediate School District and
Genesee County; Criminal Justice system and Courts Electronic Workflow Initiative with
Genesee County, City of Flushing and plans for expansion throughout Genesee County; a
Genesee County Regional Purchasing Collaborative with Genesee Intermediate School
District and Genesee County; and a proposal to expand and strengthen the 9-1-1
communication tower system with the City and the Genesee County 9-1-1 Consortium,
The City has been awarded a $1.8 million grant for the 9-1-1 communications tower
system, an important step necessary to potentially merge with the County 9-1-1
Consortium system.

FY14 Budget and Strategic Plan

On June 7, 2013 EM Kurtz signed Order No.4 adopting the fiscal Year 2014 budget. This
is now a second year for which a balanced budget was adopted. Conservative, realistic
revenues and expenses were included. This budget does include the reduction of 27
employees; however no public safety employees were reduced. See Attachment #5 FY 14
Budget Narrative pgs. 32 - 44 of Attachment #6 Setting a Sustainable Course for the City
of Flint.

Prior to the detailed development of the FY'14 Budget, all departments and divisions
participated in creating a Strategic Plan for 2014 — 2018. The Vision, Mission, Overall
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Goals have been specified. Each department and division identified their specific
functions/goals and key objectives.

The content of the strategic plan will be the basis for planning future budgets, evaluating
department/division management, and deciding whether and when to pursue grants.

The Strategic Plan includes a section entitled “Five Year Financial Projections and

Challenges City of Flint, FY14-FY'18". In summary:
Years 2—5 show the continuing challenge of the City’s structural deficit, with
property tax revenues continuing to fall through FY'15, and then stabilizing but
with no growth until FY'18. At the same time however, legacy and compensation
costs are projected to increase by 5% per year, and major grant sources will
disappear. The City will be faced with a significant challenge of attempting to
choose between reductions in public safety and other reductions; however, finding
other reductions may not be possible, given the minimal level of service provided.
Again, without additional new significant levels of revenue, there is little ability
to improve services or address continually increasing capital improvement needs.

Within the next few months the City plans to prepare the financially challenging FY15
Budget.

Key Actions Taken To-Date

The city continues to review all departments and services for potential merger,
consolidation, contracted service, shared services with other governmental entities,
privatization or elimination. As a result of these reviews determine if these fumctions
should be subsidized with general property tax dollars, what will be paid by the users and
what services can be eliminated.

Finance/Administration/IT
Finance Department
The Finance Department is proceeding with the following projects:

¢ implementation of a Procurement Card system and associated changes to
the City’s Purchasing Policies,

s completion of the update of the pension and OPEB liabilities,

¢ continued aggressive monitoring of revenue and expense activities, with
particular emphasis on revenue collections, position counts and overtime
expenditures,

» planning and implementation of employee development programs
focusing on financial management, supervision and labor relations, and
leadership development.

o Reorganization of city accounting functions based on the analysis and
recommendations of an organizational study recently completed by Plante
Moran
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Grant Management

Finance reviewed the process for all grants to the City of Flint for
appropriate use of funds, potential for continued funding, and timely
reapplication. A new grant pre-submission approval system has been
operational since March 2013 following EM Order No. 10.

Economic Vitality Incentive Program (EVIP) Requirements

The City of Flint has met all reporting requirement dates for Economic Vitality
Incentive Program (EVIP) in order to qualify for all disbursements of State
Shared Revenue. Each report is available on the City’s website
www.cityofflint.com through Munetrix Citizens Guide to Finances and
Dashboard.

Transition of Flint Employee Retirement system (FERS) to Michigan
Employees Retirement system (MERS)

The FERS to MERS transition nears completion. Retirees have been receiving
their monthly checks from MERS since October 18 2012. The transfer of the
administrative components will be complete by July 1, 2013. A lawsuit was filed

in late May 2013 by URGE against the City seeking to force the City to negate the
move of the pension funds to MERS,

Treasury Division

Income tax processing is being handled through a joint project with the Cities of
Grand Rapids and Lansing. Beginning in FY 14, income tax collections will be
handled by Innovative Software, the current vendor for the City’s income tax
software. Also of note, the city is operating with a shared Treasurer between the
City of Burton and Flint.

The City contracted with Plante Moran to conduct a study to evaluate the

potential of shared services between the City and Genesee County treasury
functions. This study has been funded by the Mott Foundation.

Collection rates are an on-going concern. This year, the city will be made whole
via full payment from the County. In subsequent years those shortfalls must be
repaid to the County. The City estimates that only 33 % of property taxes and
assessments have been paid, water and sewer delinquencies have grown to 40 %.

In an effort to improve income tax collection the city purchased the 2010 State
Tax role and has begun sending notices to 8800 individuals, both residents and
non-residents, who have not filed City tax returns. The total estimated tax value
from uncollected income tax for the 2010 tax year is between $300,000 & $400,000.
The City also plans to pursue uncollected income tax from previous years.
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Assessment Division

The Assessment Division has been operating with a part-time Level IV Assessor.
A member of the Division is currently completing Level IV assessment
certification.

Currently, the Assessor is projecting City of Flint property values to stabilize in
FY15.

Human Resources Department

Continued reduction in personnel has strained the capability of departments to
complete compliance and reporting work. Both short and long term vacancies
create knowledge deficits which are becoming most difficult to overcome. This
will be exacerbated as further staff reductions are required.

HR has joined the Genesee Intermediate School district in using APPLITRAC
system for job postings and the initial hiring process.

City-wide management and supervisory training was re-established after an
almost fifteen year absence.

Labor Agreements and Implementation

During the tenure of EM Michael Brown, Labor Counsel held meet and confer
sessions with the City’s six bargaining units. A target of 20% equivalent wage
reductions was achieved. Tentative Agreements were reached with four of these
bargaining units. As contract settlement was necessary prior to adopting the
FY13 budget, the EM invoked the 19K provision in Public Act 4 from the State
Treasurer for the bargaining units which had not achieved Tentative Agreements
(EM Orders 18 and 26) and with Local 1799 which had approved a TA but had
not ratified (EM Order 27).

EFM Edward Kurtz has held additional sessions with AFSCME, Flint Police
Officers Association (FPOA) and the Firefighters Union. In January 2013
AFSCME and the City reached agreement for the privatizing of waste collection
and demolition. FPOA has notified the City that they have filed a lawsuit to
return to arbitration. FPOA is asking for & return to the status quo (prior to EM
imposed contract). The Firefighters Union and the City are working on overtime
containment. In late May, a lawsuit was filed by AFSCME Council 25 seeking to
overturn the contract imposed by the EM is April of 2012,

A Model Contract is in development, beginning with the FPOA. The City’s goal
is to streamline and standardize the contracts. It is hoped that these models could
be used throughout the State.

The City has recently contracted with a part-time Labor Relations Specialist;

through his efforts dozens of past grievances have been settled and only a handful
of grievances remain outstanding.
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Retiree Health Insurance Revisions

The City’s approach to containing its OPEB liabilities has been to restructure its
active and retiree health care benefits, and to eliminate the promise of retiree
health care for new employees. The changes have had a significant impact on the
City’s OPEB liabilities, reducing the total unfunded liability from nearly $900
million to less than $400 million, and reducing the Annual Required Contribution
(ARC) from $60 million to $22 million. As noted earlier, on June 25, 2013, the
court denied the City’s request to stay the order and in fact, applied the injunctive
order to all retirees as a class (without actually certifying a class). The City’s
legal counsel has recommended the City immediately comply with the court’s
order. The City has authorized legal counsel to immediately apply for relief in the
6™ Circuit Court,

Risk Management Office is reviewing various Employee/Retiree health care
options including plan design, delivery systems, Medicare Advantage, Medicare
Wrap Around, benefit carve-outs, etc. in an effort to control health care costs.

Retiree Prescription Drug Program Revision

City of Flint has suspended the planned implementation of a modified
prescription drug program which required the issuance of a generic drug unless a
name brand drug is determined to be medically necessary. This action resulted
due to a lawsuit, Yurk et al. v. City of Flint, pending in Genesee County Circuit
Court before Hon. Archie Hayman. Judge Hayman granted a temporary
restraining order and has completed a hearing on plaintiffs’ motion for
preliminary injunction. However, the court took the motion under advisement
and has not issued a decision.

Dependent Eligibility Audit

The Risk Management Office has completed the process of conducting a
dependent eligibility audit. Three hundred eighty-one dependents were identified
for removal from the City’s health plans. This reduction is estimated to save $1.3
million in the first year, FY13.

Information Technology

Prior to the start of FY 13 the Information Services Department eliminated all but
two of the existing positions. Through reorganization, 6 of 9 employees were
rehired under new job descriptions. The new structure allowed more flexibility
and greater utilization of personnel. Several large scale projects are nearing
completion including: installation of 2 back-up server for Public Safety and 911,
installation of new switches which will allow for a more complete use of Public
Safety’s data collection and record keeping systems.

Other projects are on track, primarily the system upgrade of the BS&A ERP.
Several legacy projects are nearing final milestones: installation of a new
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visualization server cluster, installation of 300 new desktop terminals and a cost
savings pump station automation project.

Fleet Division

The City has consolidated the management of the City’s fleet under the Fleet
Division. This division will oversee the specification, purchase, repair and
maintenance and replacement schedule for all city vehicles and wheeled
equipment. The Division recently participated in a successful auction of surplus
equipment,

City Clerk

As part of the reorganization, the City has transferred the responsibility for Business
Licensing to the newly formed Department of Planning and Development. The City
recognizes that it is losing significant revenue from unlicensed businesses and this change
is designed to insure that all businesses in the City of Flint are licensed and inspected.

Office of the City Attorney

The City Attorney is continuing with efforts to improve litigation management through
claim evaluation, claim reporting, attorney training and trial preparation. The City
Attorney continues to emphasize the “litigation team” approach fo case handling, with
weekly review of pending matters and discussion of how best to protect the City of
Flint’s legal interests.

With the help of interns from Michigan State University, all ordinances are being
reviewed. Charter revisions which would increase flexibility for department
reorganization and budget flexibility are also being considered.

Criminal Justice System Advisory Council (CJSAC)

Based on input from the State Police, Governor’s Office and a Michigan State
University Criminal Justice Study, it is clear that the Genesee County Criminal
Justice System and the Flint Police Department could benefit from improved
coordination and policy development.

In September 2012 the first meeting of the Criminal Justice System Advisory
Council (CJSAC) was held. Eight workgroups were established. Through these
work groups a number of cooperative projects, streamlined operations and new
collaborations have been identified; these were reported at the second CISAC
meeting in January 2013. A Treasury Department C-GAP application was
originated and submitted through this process.

68" District Court

The City currently funds the operation of the 68th District Court; in FY'13 this amounts to
$5.4 Million - which comprises 9.2% of the General Fund Budget. The percentage of
General Fund expense allocated to District Court has increased about 1.2% as compared
to five years ago. It is anticipated that this percentage will again increase .5% for FY14.

Update 3 Final June 28, 2013 13



(This is a very rough estimate). This significant portion of the City’s General Fund needs
to be studied closely and recommendations developed to meet this required activity while
containing and reducing costs. The EFM strongly encourages the State to continue the
process of working to consolidate the 67™ and 68 District Courts.

Infrastructure/ Development
Utilities Division

Karegnondi Water Authority (KWA)
The City Council, as well as EM Kurtz, has adopted resolutions to enter
into a contract with KWA water authority to partner with Genesee County,
City of Lapeer, Lapeer County and Sanilac County in the constructicn of a
pipeline to deliver raw water to the City of Flint. This decision followed
many months of analysis by the City of Flint, the Genesee County Drain
Commissioner’s office, the State Treasurer and ultimately, Governor
Snyder. This conclusion to join KWA is momentous for the City and the
entire region. The City looks forward to a safe, reliable water supply
through which water costs can be stabilized for the KWA participants.

Detroit Water and Sewer Department has notified the City that it will
terminate the contract with the City for the deliver of water in 12 months.
The City is currently exploring its options for water service between May
2014 and the full operation of the KWA pipeline. High consideration is
being given to utilizing the Flint River, and/or blending River and DWSD
water. The City of Flint is also considering contracting with DWSD to be
the back-up water source for the City.

There are many other points of negotiation regarding sections of the
current 72" pipeline which are yet to be conducted between the City, the
Genesee County Drain Commission and the DSWD.

Water Department

An evaluation is underway to determine what efforts can be employed to
create an effective Preventive Maintenance plan which focuses on
controlling water loss (leakage). This is expected to involve a combination
of outsourcing, in-house work, and shared services with the County.

There are currently no water main leaks and the crews are now working on
the small leaks such as curb boxes, etc. A plan is being reviewed to
replace all water meters in the City. Currently $700,000 has been
allocated in Fiscal 14 for that purpose.

Discussions have begun with the Genesee County Drain Commissioner on
a wide range of shared services and partnerships for both water and sewer
operations.
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Sewage Treatment Division

The automation of one of the City’s pump stations (which is currently
staffed 24 hrs a day) has an expected completion date of July 2013. This
will result in the elimination of overtime and a savings of over $500,000
annually.

The planned shutdown of the City’s incinerator has begun with
engineering plans for a new load-out facility and is expected to reach
completion in approximately 8 months. The estimated savings is $400,000
annually.

U. S. Department of Environmental Quality 82 Grant

An 52 DEQ grant to study infrastructure condition for water
pollution contro] was accepted. The study was defined to
encompass the City's entire sanitary sewer system including the
overall collection system, the capacity and condition of the system,
potential upgrade recommendations to the lift stations and the
pumping stations, and to make recommendations for necessary
investments to maintain the system.

Storm Water Management Plan
A new storm water ordinance that shifts the cost allocation to the
larger users is in process of being developed.

Swedish Biogas International (SBI)

In conjunction with the City of Flint sewage treatment plant shut-
down of the sludge incinerator, Swedish Biogas International (SBI)
proposes to accept sludge output and produce electricity. The city
will agree to purchase the electricity at a reduced rate compared to
purchase from Consumer’s Energy. The SBI contract has
completed the City's review process and is now awaiting SBI's
Board of Directors’ authorization.

Transportation Division
Solid Waste Management Division
In early February 2013, the Infrastructure Department signed a contract
with Republic Services, a private waste collection company. The City of
Flint will no longer collect or dispose of household waste. Through this
new contract, residents of Flint now have access to curb-side recycling. It
is expected that the fee for waste collection service will continue to be
billed and collected by the City.

Outsourcing of Sanitation is now complete and the process of establishing
city composting is underway with a permit application to DEQ submitted
and a site plan of action being prepared for the EPA.
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Street Maintenance and Engineering
Discussions have started with the County Road Commissioner on possible
shared services.

Both road paving and engineering are seasonal activities and these are at
ever decreasing levels. These are under review as areas to downsize or
eliminate. Consideration is being given to developing service sharing
arrangements or creating the ability to source on an as needed basis. Only
crack sealing and pothole repair will be conducted this season. There will
be no repaving of any City streets.

Facilities Management

A private company held an on-line auction in January 2013 to dispose of surplus
equipment from a variety of departments in the City. This one day auction netted
$130,000. A second auction was held in May 2013 which netted an additional
$250,000. An auction at the impound lot was held in June 2013, netting over
$30,000 for the City.

The Facilities manager is reviewing all city owned assets (both real property and
capital equipment) to determine if disposal should be pursued.

All city owned facilities are under review for energy savings, revenue generation
from tenants, or possible liquidation.

Parks and Recreation

The City has contracted with two vendors who have shown the capacity to mow
all of the city parks (64) multiple times at a rate that fits the current millage. The
City is also actively seeking neighborhood groups and organizations who will
adopt one or more of the City’s parks, traffic triangles or medians.

Master Planning

The City of Flint continues to make significant progress on the preparation of the
first comprehensive Master Plan since 1960. After culminating the data gathering
phase of the master planning process, the planning team was able to release a
summary of the findings in an Existing Conditions Report. This report has
already proven extremely beneficial, assisting several community stakeholders in
applying for grants and helping inform decisions around critical issues such as
blight and demolition. In fact, the completed Housing Conditions Inventory
included in the report was critical in helping the Genesee County Land Bank
develop its successful application for $3.7 million in funding for demolition
through the Michigan Blight Elimination Grant Program. This data is also being
used to develop an application for Michigan’s Hardest Hit Program.

After the Existing Conditions Report was finished, planning staff began work on

the visioning phase of the master planning process. Prior to holding a large
Vision and Goals Workshop, staff along with the Planning Commission, Steering
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Committee, and six citizen advisory groups held a series of smaller community
workshops involving nearly 700 participants (over 20% were under 18) to learn
about the City’s challenges and possible solutions. This input along with the data
from the Existing Conditions Report was utilized to develop a discussion guide
for the four-hour Vision and Goals Workshop held on March 9, 2013. At the
workshop, nearly 500 stakeholders engaged in small group dialog, which was
captured on laptop computers in real time. A team of community residents
reviewed this input and lifted common themes from the small table discussions
for participants to vote on using key-pad polling in order to build
consensus. From the results of the March 9 Workshop, staff and the Planning
Commission worked together to draft a vision statement and guiding principles,
which were widely distributed for further comment before adoption at the end of
April. Also during this time, staff worked with the Planning Commission and
community to identify the eight subarea plans to be included in the Master Plan.

In May, the City began work on the actual drafting of the Master Plan. In
collaboration with the Planning Commission, Steering Committee, and six citizen
advisory groups (over 160 members), the goals and objectives of the Master Plan
have begun to take shape. Through the development of the Master Plan, the
planning team also has come to realize how important close coordination with the
Flint Community Schools is. Thus, we have met with school leadership to finalize
a Memorandum of Understanding in order to formalize joint planning efforts
between City and School System, particularly around community facilities. In
addition to our work on drafting the plan, we have started to focus on training the
future leaders who will help implement the Master Plan. As a result, planning
staff arranged a Zoning and Planning Essentials Workshop for forty-five
community participants in early May and on May 23 orgenized a tour of the City
of Detroit and met with the Detroit Works Project to learn from their process.

More recently, the planning team has embarked on the development of a land use
plan. Consequently, planning staff has organized the first land use workshops and
worked with our consultants to develop an innovative ‘Place Making' Toolkit
comprised around eleven land use designations that will allow for new places like
green neighborhoods and green production zones. This ‘Place Making® Toolkit
will encourage residents to redefine their neighborhoods and create a unique sense
of place with distinctive characteristics, whether these areas are now dense with
multi-family housing or less populated with single-family houses on large plots of
land. The first Land Use Workshop was held on Saturday, June 22* and involved
over 160 residents in candid discussions about vacancy and realistic development
patterns. Surprisingly, many residents favored pioneering land uses including a
more radical mix of uses. The second workshop will be held on July 2™ and is
expected to surpass the turnout of the first workshop. Thus far, the City continues
to pursue an aggressive schedule for the Master Plan with anticipated approval by
late Fall 2013,
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A website, www.imagineflint.com, and a Facebook page, City of Flint Master
Plan has been cstablished to inform citizens about the planning process and to
gather input.

Community and Economic Development

With the end of the Federal NSP program in sight, the City has begun evaluating
the management needs of the department and what can be outsourced or become a
shared service.

The Emergency Manager has challenged each department to complete the use of
HUD, CDBG and/or other grant funds within the grant guideline spending period.

Collaborative economic development efforts are underway with the Flint &
Genesee Chamber of Commerce to attract and retain businesses; and to receive
and apply new tools such as the Next Michigan Development Corporation and
Smart Zone designation. The City will continue to work with RACER Trust for
brownfield development, including Buick City.

The City of Flint is challenged in its current financial condition to provide
significant investment into job creation and Economic Development. However,
the City has developed a unique and effective partnership with the Genesee
Regional Chamber of Commerce (GRCC) which is the recognized economic
development entity for Genesee County. The City receives specific community
and economic development services from GRCC each year.

Blight Management Plan

The EM has determined that blight has become one of the primary issues facing
the City of Flint. Blight is a continuum of problems from tall grass and weed
control through abandoned, demolition ready property. The newly formed
Department of Planning and Development is formulating a complete blight
strategy.

The City’s financial condition has resulted in the drastic reduction in the Building
and Safety Inspections Division. All demolition work will now be the
responsibility of the Genesee County Land Bank Authority. The City will also be
hiring part-time Neighborhood Safety Officers, through a grant from the Mott
Foundation, who will be assigned to issue citations for blight violations, including
processing the impounding of abandoned vehicles, verifying current business
licenses and identifying rental properties.

The Landbank in partnership with the City has recently received over $3.5 million
from MSHDA for demolition of properties in three specific areas of the City.
First, around Northwestern High School, second around Northern High School,
and the third around the area of Diplomat Pharmacy and the International
Academy of Flint.
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The Landbank, again in partnership with the City of Flint is expected to receive
Hardest Hit Federal Funds of $20 25 million for residential demolitions in
Genesee County, primarily in the COF. This will be a significant milestone in the
history of the City, affording it the opportunity to significantly improve the
quality of life in the City's “tipping neighborhoods”.

In May 2013 the City received a report from the Center for Community Progress
entitled “City of Flint Vacant Property Maintenance Site Visit Report” which
provided recommendations for the City and its partners to consider implementing.
This, along with other reports including the City’s developing Master Plan is
leading to a defined “Blight Elimination Plan”.

DCED currently has $400,000 in CDBG funding for mowing and trash removal.
This is being supplemented with approximately $800,000 from the Landbank.
Currently, the plan calls for mowing the vacant properties only one time this
surnmer.

A Cities of Service grant for $25,000 was awarded to Flint this Spring for use for
neighborhood clean-ups and tire collection. Twenty projects were funded and the
tire collection resulted in 10,000 tires being removed from back yards, lots and
parks.

A very positive development in the City has been the unsolicited efforts of private
businesses and educational organizations planning large scale redevelopment
projects, with the City and the Landbank, to improve areas surrounding their
operations.

Golf Courses
All four of the city’s golf courses were leased to private organizations. Two

courses were operational summer 2012 and both have reopened for the summer of
2013.

Senior Centers

The Pierce Senior Center closed on April 30, 2012 as funding was no longer
available. The City of Flint continued to explore its options with the two open
Senior Centers: Brennen and Hasselbring. In June 2013 contracts were
successfully negotiated with United Senior Network for the operation and sale of
the Hasselbring Community Center, and with the Brennan Elm Park Senior
Community Corporation for the operation of the Brennan Community Center.
Planning is also underway for a third center in downtown in partnership with
another vendor.

Smith Village Housing Development

The Smith Village housing project is funded primarily with HUD and NSP2
grants. Phase I, which includes 30 housing units, has been completed as
scheduled. HUD has determined February 10, 2012 was the goal to expend 50%
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of the allocation. The Smith Village housing project has met that development
goal

On May 18, 2012, the City announced that Phase II of the Smith Village
development will be undertaken by Ginosko Development Company and Rohde
Construction Company. Ginosko’s site plan was approved by the Flint Planning
Commission on May 22, 2012.

Smith Village Phase II completed 14 homes by February 28, 2013. Nine homes
built by the new developer were completed by March 30, 2013. Occupancy
Permits have been received for homes in Phase I. Four of the completed homes
have purchase agreements and fifteen mortgage closings are schedule to take
place by June 30, 2013.

The contractor will complete three more homes in June 2013 which will bring the
total completed to 42. As sale proceeds become available, up to an additional 5
units can be built.

U. S. Department of Housing and Urban Development Monitoring
After the February 2012 HUD monitoring of the HOME Program, The
City of Flint received notice from HUD that it has capacity to run the
HOME program.

In the City of Flint 2012 Single Audit, DCED had one finding related to
the resolution of the OIG audit for 2010. In the 2011 Single Audit, under
the previous administration, there were 8 findings.

In September 2012, HUD headquarters in Washington D.C. monitored the
DCED ARRA Homeless Prevention and Rapid Rehousing Program and
stated that the City of Flint established a comprehensive and well
coordinated program for providing homelessness prevention assistance for
its residents and that the City's HPRP Policies and Procedures Manual was
well thought out.

In December 2012, HUD notified the City of Flint, in its Comprehensive
Annual Performance and Evaluation Report (CAPER) that it met its
timeliness ratio and expenditure requirement reaffirming their confidence
in DCED's capacity to administer federal programs.

Real Estate Transactions

In August 2012 the City of Flint sold the Genesee Towers to Uptown
Redevelopment Corporation for $1 and committed $880,000 CDBG dollars
toward the over $4 million cost of demolition. Genesee Towers has been a
liability for the City since December 2010 when the city assessed a one time
millage to cover the $9.0 million judgment. The transaction has been finalized but
demolition timeline is not completed.
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A quit claim deed for Chevy-in-the-Hole site has been transacted between the
EDC and the City of Flint. EPA money for clean up has been agreed upon.

Public Safety

A Police and Fire Protection Millage request for 6 mils for 5 years was placed on the
November 2012 ballot and was approved by the electorate. This will begin the process of
stabilizing both the Police and Fire Departments. The City hired eight additional police
officers as a result. Millage dollars will be used to replace the expiring Mott foundation
Community Policing Grant and part of the Federal SAFER firefighter grant.

A Public Safety Plan was introduced to the public on May 4, 2012. This plan addresses
Police and Fire department organizational plaa, operation of the lock-up, transition to 800
MHz communications system and the formation of the Criminal Justice System Advisory
Coungil.

Efforts continue to restructure the Fire Department, 911 and emergency response
operations to adjust to eliminated Federal and County revenue sources. Review options
for shared services, station configurations, staffing levels, contract services and
technology applications.

Police Department

In June 2012 the Police Department changed to a 12 hour shift operation within a
four District Patrol plan. These changes, in combination with the expansion of
alternative call response procedures (including the introduction of the on-line
CopLogic reporting system); have resulted in the continuing reduction in response
times to 9-1-1 calls.

In June 2012, the City received a 6 month grant renewal from the C. 8. Mott
Foundation for the Community Policing grant which has funded 10 officers and 1
sergeant. This grant was submitted in conjunction with the Michigan State
University School of Criminal Justice Training and Technical Assistance team.
The MSU team assists the City in implementing several phases of the Public
Safety plan. In December 2012, the Mott Foundation extended this grant to the
City for an additional 6 months which will provide funding through the end of the
FY'13 budget.

The City of Flint is continuing its existing collaborative efforts with regional
partners. Examples: Flint Area Narcotics Unit, Safe Streets Task Force, and U.S.
Attorney’s Office Zero Tolerance gun violence reduction initiative, LifeLines
(formerly known as CeaseFire), and other programs to help eliminate gang
activity and prevent other violent acts.

The city continues to receive patrol assistance and detective assistance from
Michigan State Police. Patrol assistance is a crime deterrent and increases traffic
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safety compliance. The detective assistance has increased the capacity for
investigations within the Flint Policc Department.

Apply new technologies and information systems to improve police efficiencies
and improve targeting and effectiveness including New World, CopLogic, and
DDACTS.

Lock-up

The Public Safety Department recommended selection of the Genesee
County Sheriff as the operator of the Flint lock-up. The lock-up opened
the week of October 1, 2012.

In early 2013, use of the lock-up was made available to all Genesee
County police agencies. The availability of the lock-up is credited with
the clearance of over 1000 warrants per month in Genesee County. The
State Legislature has approved funding for one more year of operation.

Fire Department

A protocol was finalized for the transition to the Genesee County Sheriff’s
Department to handle the paramedic calls in the City of Flint, This millage is now
being managed only by Genesee County. Completion date was July 1, 2012,

The FEMA funded SAFER Grant which supports the wages and benefits of 39
firefighters was renewed on June 10, 2012 for two years. The new grant totaled
$6.9 million. It is very rare that a city would be awarded a full funding request in
back-to-back granting periods.

A Fire Chief was hired April 15, 2013 and he is currently in the process of
restructuring the department.

9-1-1 Operation

The City completed change over to the 800 MHz communication system for the
Police and Fire Departments before the December 31, 2012 required
implementation date. The installation of a point to point microwave link with the
Genesee County 9-1-1 Consortium tower system is being finalized in July 2013.

The Mott Foundation funded a study through the MSU Training and Technical
Assistance Team to determine the costs and issues involved in pursuing a
reconsolidation of the Flint 9-1-1 Center with the Genesee County 9-1-1
Consortium. Both EM’s have stated their intentions to move toward
reconsolidation. This intent was the basis of the C-GAP application to construct a
simul-cast communications tower which will be integrated into the Consortium’s
tower system.
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Priority List for the Continued Resolution of the Financial Emergency

» Increase Revenue: Income tax increase process
¢ Blight Elimination Plan: Major problem impacting the City as a whole

¢ 9-1-1 Reconsolidation: Results of the reconsolidation study need to be reviewed
and pathway for action needs to be developed.

s KWA Implementation: Many steps remain including disposition of current
pipeline sections, City Water Treatment Plant updates, interim water supply plan
development, long term water supply back up plan.

¢ Unfunded OPEB Liability: outstanding lawsuits leave the City in an unknowable
status; this could impact Audit standing and required funding, which is potentially
ruinous to the budget.

» (Capital Investment Needs: The extensive infrastructure of the City must be
maintained in order for the City to continue to be functional. Current estimates of
unfunded needed capital investment is over $300 million

Emergency Manager’s Conclusions

Significant work has been accomplished to stabilize the financial situation of the City of
Flint. The whole of the organization is being restructured to reflect a smaller, leaner
government operation. Services which were routinely provided are being inspected to
determine if they should continue and if so, in what format. Technology solutions are
often implemented to increase efficiencies but these also result in reduced opportunities
to speak to a real person.

The Emergency Manager acknowledges an on-going financial crisis. However, stable
revenue is necessary in order for this city, and most other cities in Michigan, to continue
to avoid & bankruptcy situation. We have asked our residents to accept a significant 6 mil
Police and Fire Protection Millage; and they have done so. We have imposed a street
lighting assessment, a waste collection fee and tremendous water and sewer rate
increases. Our residents have not enjoyed increasing services, increasing property
valuations or increasing employment opportunities.

As noted previously, there are very few additional revenue options. We are approaching
the limit of the City’s borrowing capability. Capital improvement funds are drained and
the property tax millage rate in within .1 mil of maximum. State Revenue Sharing is now
tied to EVIP and C-GAP competitive granting. We have made a request through our State
Legislative representatives and the State Treasurer to push legislation to allow City voters
the opportunity to decide to increase the income tax. This action could generate $7
million annually and would eliminate the City’s structural deficit. A bill has been

Update 3 Final June 28, 2013 23



introduced but will not be acted on before Fall 2013. Based on that, the earliest that a
ballot proposal could come before the City of Flint residents would be February 2014.

In the meantime, Flint is still struggling with effects from increased expenses and reduced
revenue from decisions outside our control. These include: yet another General
Motors/Delphi closure impacting over 300 jobs, the unknown impact from the changes in
personal property taxes, the $120,000 cost to hold the State Senate primary election, and
the $575,000 required match for MDOT projects in FY 14.

The City is also approaching the point of diminishing returns. There are only so many
personnel reductions which can be made before there is no one left to manage the
operation.

Yet, in light of all of these difficulties, we do not believe that bankruptcy is the best
option for the City of Flint. Bankrupicy is expensive: on June 24, 2013 the Detroit News
online reported that Kenneth Klee, a lawyer for Jefferson County Georgia, said that the
County’s bankruptcy costs would be about $1 million per month. Jefferson County, GA
filed for bankruptcy in November 2011. Similar reports came from Vallejo, Californie.
Bankruptcy could reduce or discharge the City’s obligations for retiree healthcare.
Whether or not pensions could be impacted is less clear. Both would probably not occur
without significant litigation. The balance of the City’s debt is actually debt to the State
of Michigan, not to private creditors. We feel this is a very unacceptable choice in light
of other alternatives that the City has identified, and we don’t see that this benefits any
entity. The City has to continue to operate even under receivership.

What we do need is a state-wide strategy to support Michigan’s cities. Even in post
bankruptcy, additional revenue sources will need to be developed for the City to survive.

Further, we do not recommend beginning the transition back to the Mayor/Council
management of the City at this time. The City still has critical budgeting issues, there is
tremendous work necessary on charter revisions and as yet the City Council has not taken
any action to begin the governing education process required by the EM Order which
partially restored their pay.

Another update of this report is expected to be presented in September 2013 as required
by PA 436. Other updates may be provided as appropriate.

Respectfully submitted,

dward Kurtz
Emergency Manager
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Attachment # 1

Summary of Findings of the Flint Financial Review
Team



Summary of Findings of the Flint Financial Review Team
November 2011

o The City has a general fund deficit 0f$14,621,546 as of June 30, 2010 which
was not eliminated within the two year preceding period.

e The City previously submitted a five year deficit elimination plan for a
cumulative general fund deficit 0f$7,046,820 as of June 30, 2008. However,
by June 30, 2010 the cumulative general fund deficit had grown to
$14,621,546. An updated plan submitted for 2010 does not purport to
eliminate the cumulative deficit until 2030 and that relies upon the issuance of
an additional $12 million of debt in 2013,

s A structural operating deficit existed in the general fund as of June 30, 2007,
2008, 2009, 2010 and the general fund is projected to have a $6,768,864
deficit as of June 30, 2011.
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Organizational Chart FY13
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Attachment # 3

Organizational Chart FY 14
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Attachment # 4

Orders and Directives of the EFM and EM



Executive Orders

DATE ORDER # DESCRIPTION

6/13/13 G6d ADOPTION OF FISCAL YEAR 2014 BUDGET

6/6/13 oo SPECIAL ASSESSHENT DISTRICT FOR STREET LIGHTING

4/12113 unz CITY COUNCIL'S RESPONSIBILITIES AND PARTIAL RESTORATION OF COMPENSATION

3/28/13 w0t MAYOR DAYNE WALLING'S RESPONSIBILITIES AND PARTIAL RESTORATION OF COMPENSATION

3/27/13 on WATER SERVICE PROCEQURES

3/15/13 cry GRANT APPLICATIONS

12/12/12 EFMO0Y INVALIDATING COUNCIL ACTION

10711712 EFMOns POVERTY EXEMPTION TO STREET LIGHTING SPECIAL ASSESSMENT

10711712 EFNLD CITY COUNCIL ADOPTION OF AMENDMENT TD RENTAL INSPECTION OPDINANCE IS NULL AND VOID

09/14/12 LEMNQE OVERTIME

09/12/12 Erttuy CITY TREASURER AUTHORIZED TO CORRECT ASSESSHENTS OR FEES [F PROPERTY OWNHER
ENTITLED TO WAIVER

08r2a/12 [FRALOK] ADVISORY COMMITTEE

08 24112 EFLI0 2 BUDGETARY OVERSIGHY & TERMINATION OF LIHE [TEM LEVEL

06:24/12 EFNG 2 PROCEDURE FOR SUBMISSION OF RESOLUTIONS AND ORDINANCES

08/24/12 Friag PROCEDURES FOR PURCHASING

/08/12 034 FLINT POLICE OFFICERS ASSQCIATION UWION CONTRACT PROVISION MODIFICATION/

TERMINATION - TRANGFER TO THE MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM OF MICHIGAN

08/08/12 Vs CONSOUIDATION OF FLINT AREA ENTERPPISE COMMUNITY WITH ECOROMIC DEVELOPIHENT
CORPORATION ANO ELIMINATION OF CITIZENS DISTRICT COUNCILS

06/27/12 a32 ESTABLISHMENT OF SPECIAL ASSESSHMENT DISTRICT FOR STREET LIGHTING

05/306/12 G21 WATER AND SEWER RATE [1ICREASES

05/30/12 60 SPECIAL ASSESSMENT DISTRICT FOR STREET LIGHTING

05/30/12 e APPLICATION TO STATE ADMINISTRATIVE BOARD FOR APPROVAL TO ISSUE NOT TO EXCEED
$9,300,000 IN FISCAL STABILIZATION BONDS

04/25/12 v WASTE COLLECTION USER FEE

047258712 e APPROVAL OF COLLECTIVE BARGAIN AGREEMENT W{TH AFSCHME LOCAL 1799

04725/12 3 AISCHE LOCAL 1600 {"LOCAL 1600%) CONTRACT PROVISION MODIFICATION/TERMINATION

04/25/12 et AFSCME LOCAL 1799 RETIREE INSURANCE RECIFIENTS

04/25/12 nea AFSCME LOCAL 1600 RETIREE INSURAWCE RECIPIENTS

0472512 e FLINT } A F.F - FLINT FIREFIGHTERS UNION RETIREE INSURANCE RECIPIENTS

04/25/12 00 FLINT POLICE OFFICERS ASSOCIATION UNION RETIREE INSURANCE RECIPIENTS

04/25/12 G231 PO LC - FLINT POLICE CAPTAINS AND LIEUTENANTS UNTON RETIREE INSURANCE RECIPIENTS

;25012 AR P OLC - FUINT POLICE SERGEAITS UNION REVIREE INSURANCE RECIPIENTS

04725712 ns NON-UNION ACTIVES AND RETIREE INSURANCE RECIPIENTS

04/2512 n1a FLINT POLICE OFFICERS ASSOCTATION CONTRACT PROVISION MODIFICATION/TERMINATION

04/25/12 [ ADOPTION OF FISCAL YEAR 2013 BUDGET

04124112 ALY APPROVAL OF COLLECTIVE BARGAIN AGREEMENT WITH FLINT T A F F - FLINT FIREFIGHTERS
UNION

04/24/12 [IRRY APPROVAL OF COLLECTIVE BARGAIN AGREEMEMT WITH P O L C - FLINT POUICE CAPTAINS AND
LIEUTENANTS UNION

04,24/12 014 APPROVAL OF COLLECTIVE BARGAIN AGREEMENT WITH P O L € - FLINT POLICE SERGEANTS
UNION

04/13/12 913 Modificat:on of Sectian 10 of the settlement agreement and release of all clalms dated OCTOBER 2,

2002, detween the City of Fimt and plainbffs RICHARD DICKS, LEON NOVACK, SHIRLEY NOVACK,
THE UNITED PETIREMENT GOVERNMENTAL EMPLOYEES (URGE) AMD SANDRA YURK relating to
prescrphion drug ceverage far all retiree graups af the City of Flint

01/11/32 [0 %4 Monthty Meetings with Fint City Councl

01/11/12 a1 Procedure (or Submission of Matters [nvolving a Recornmendation by the Planning Commussion
12/20/11 ac Council s Responsibilities & Compensation

12/20/11 o Mayor's Respoasibibties &Compensation

13719/11 s Advisary Committee



12/13711 007 Budgetary Oversight & Termination of Line Item Level

12/08/11 006 Elimination of Civi) Sarvice Commisslon
12/08/11 00S Elimination of Qffice of Ombudsman
12/08/11 004 Procedures for Resolutions and Ordinances
12/08/11 003 Procedures for Purchasing

12/02/13 002 Elimination of Salaries for Mayor & Councll

12/01/11 001 Termination of Agpointments



Attachment # 5

FY 14 Budget

See pgs. 32-44 of Attachment #6
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Setting a Sustainable Course for the City of Flint

Five Year Financial Plan
2014-2018

A, Introduction

B. Strategic Plau and Organizational Chart

C. Five Year Projections
1. FY'14-18 Projections

a) Revenues

b) Expenses
c) Revenue and Expense Comparison
d) General Fund Revenue and Expense Projections

Known Challenges

Police and Fire Projections

Deficit Elimination Projection

a) Blimination of Current 19.1 Million Deficit

b) Cumnlative Deficit Projection
¢) Anmal Deficit Projection

D. Proposed FY 14 Budget

l'

Total Budget Summary

2. General Fund Revenue and Expense Projections
3.
4

Staffing Projections

. Projected Taxpayer Impact
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Seiting a Sustainable Course for the City of Flint:
Five Year Financial Plan 2014 -2018

Introduction

The City of Flint is currently in a financial emergency, placed in receivership by
Governor Synder in December, 2011, The primary reasons for this action included a
continuing structural deficit, continuing annual deficits, and unchecked legacy costs, all
resulting in an accumulated deficit and marginal cash flow which placed the city in an
inevitable position of financial insolvency. The details of the many reasons for this action
are detailed by the report of the Financial Review Team which reviewed the City’s
finances and recommended the action ultimately undertaken by the Governor.

The environment in which Flint finds itse!f is not necessarily new or unique. For many
years, Flint has faced the challenpes of an older urban center — population loss; high rates
of poverty and low rates of educational attainment; high crime, aged infrastructure; and
high legacy costs. In addition, there are stagnant or declining revenue streams, including
property and income tax revenue; stete shared revenues; disappearing grant revenues;
rapidly increasing health and pension costs; an increasing number of retirees; and a
workforce already serigusly reduced in response to previous financial challenges. This
environment is not expected to significantly change in the foreseeable future.

Since the original appointment of an Emergency Manager, charged with addressing the
sitnation, the statutes authorizing the Governor's action has changed three times,

- However, while the original Emergency Manager has changed as a result of the statute
changes, the team in place at the beginning of 2012, including the original Emergency
Manager, has remained largely intact. There has been much action focused on restoring
the financial solvency of Flint end putting into place changes to assist the government to
once again become a leader fostering the community of Flint to become an attractive
place for residents, businesses, students, and visitors.

At the end of fiscal year 2012, (June 30, 2012), the City’s General Fund faced an
accumnulated deficit of more than $19.1 million. The initial projections for the fiscal year
2013 budget (which began July 1, 2012), indicated a gap between revenues and expenses
of more than $20 million, and as the budget preparation proceeded, it was clear that the
actual gap was much larger, The consequences were hard decisions made to reduce the
workforce by 20%, reduce employee compensation by 20% of wages, alter retiree health
care, and both request and impose significent tax and foe increases on residents and
businiesses totaling nearly $20 million.

The result of these actions was 2 balanced budget in place on July 1, 2012. Eight months
into the fiscal year, revenues and expenses remain balanced. With voter approval of a
public safety millage, assistance from the state, and funds from several grant sources,
public safety staffing has been stabilized for the time being, and the City is in the midst of
creating a new Master Plan to gaide the future development of the City.



The goal now has been to formally establish a new direction for the city government,
looking forward for the next several years. To this end, a five year Strategic Plan for the
City, accompanied by a financial plan, is being developed. The plan defines the key goals
and objectives that the City intends to accomplish, framed in the context of
conservatively projected revenues and expenses. Key goals include maintaining public
safety; reducing the blight conditions prevalent throughout much of the city, providing
other essential city services, and eliminating the accumulated deficit.

The development of the financial plan underpinning the Strategic Plan is the crucial
component of the City's future financial viability, If one cannot see a clear path to
financial solvency over the next five years, then the future is dim. And while there is little
doubt that expenses cannot be reduced to meet revenues, the real question is whether or
not the result equates even minimally to a viable city able to provide even the most basic
of city services, let alone provide the support and leadership necessary for the Flint
community to survive.

There are currently three sections to the plan and budget. The first is the most current
draft of the Strategic Plan developed internally to guide the actions of city teaders for the
next several years. The second section provides a five year overview of revenues and
expenses and identifies the challenges the city currently identifies as impacting its future
directions end capabilities. The third section details the preliminary FY 14 budget. While
the FY14 budget as a financial document is nearly final, it is still necessary to finalize the
specific objectives and measurements necessary to guide and measure implementation of
the budget.

Once the review of the five year overlook is complete and the FY 14 budget is nearly
complete, attention will then focus on development of the FY'15 budget. Once that is
complete ~within the next several weeks, attention will be given to formulating financial
plans for succeeding years while at the same time moving forward with adopting and
implementing the FY14 budget.
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Five Year Financial Projections

15



Proposed 5/20/13

Five Year
Financial Projections and Challenges
City of Flint, FY14-FY18

Year 1 of the five year financial projection starts with a balanced FY'14 budget, made
possible in large part by continuation of several major grants supporting police, fire, and
the update of the City’s Master Plan, as well as the cost reduction strategies related to
employee compensation which were implemented in Fy13, These, plus continued effort
to restructure work processes and to reduce the size of the workforce make it possible to
provide services in FY14 at generally the same level as FY13. It also reflects the initial
steps necessary to begin to eliminate the accumulated $19.1 million deficit. However, it
affords little ability to improve services, reduce taxes or fees, or to address the
monumental amount of unmet capital improvernent needs.

Years 2-5 show the continuing challenge of the City’s structural deficit, with property tax
revenues continuing to fall through FY'15, and then stabilizing but with no growth until
FY18. At the same time however, legacy and compensation costs are projected to
increase by 5% per year, and major grant sources will disappear. The City will be faced
with a significant challenge of attempting to choose between reductions in public safety
and other reductions; however, finding other reductions may not be possible, given the
minimal level of resources available. Again, without additional new significant levels of
revenue, there is little ability to improve services or address continually increasing capital
improvement needs.

Core General Fund revenues and millage proceeds are projected to remain substantially
unchanged at $58 million from FY14 to FY18. Taking into account current grant levels
supporting general city services, however, revenues are projected to drop from $66.1
million in FY14 to $58 million in FY18. If the services and service delivery mechanisms
supported by the FY14 revenues were left intouched through FY18, it is projected that
the gap between revertues and expenses would be more than $19 million by FY'18. That
gap amount would be even greater if some reductions (such as fire operations with the
end of the SAFER grant) were not already incorporated into projections. This gap
coincidentally is virtually the same amount as the $19.1 accumulated General Fund
deficit as of June 30, 2012,

Balancing city expenditures with projected revenues will be an ongoing challenge for the
next several years. While FY 14 is balanced, there is a projected $9.1 million gap between
revenues and expenditures for the FY15 budget, which begins July 1, 2014. This large
gap is due primarily to the anticipated loss of some major grant sources, including
SAFER (which provides funding for 39 fire fighters); Master Planning (which provides
resources for the revision of the City’s Master Plan) state support for operation of the
City's Lock-Up; and the Mott Foundation grant which has supported the cost of several
police officers. While solutions to closing this gap have not yet been formulated, work to
do so will begin once the FY'14 budget is finalized.

16



Revenue and expense projections for FY16, FY'17, and FY'18 all show gaps which must
be closed. Current projections for each of these years range between $2.4 and $3.6
million, and again will pose a significant challenge. The contimation of these gaps
reinforces the fact that the City of Flint, like most municipalities in the state, faces a
structural gap., With ongoing expense increases in the conduct of business, including
legacy costs, on one side, and flat revenues with little opportunity for growth on the
other, there will be a continuing challenge to manage the City’s business in a financially
solvent manner while still providing even the most basic of city services. It is becoming
even more imperative that serious consideration be given to providing a more realistic
funding mechanism for municipalities. In the City of Flint, state legislative approval to
allow consideration of an increase in the income tax (as has been done for other
municipalities) is an option that could address the city’s plight in a substantial way.

These financial challenges show that it will be difficult for the City to maintain its police
and fire departments at current levels. Were it not for the voter approved 6 mill increase
in property taxes, as well as continuation of the Neighborhood Police millage,
consideration of current levels would be impossible to consider. As it is, it is projected
that with the end of the SAFER grant in FY'15, staffing for the Fire Department will be
reduced from 94 to 75, allowing for the operation of 3 stations. And while staffing for the
Police Department may stay close to its current 150 level for a few years, it will likely
reduce to 140 in FY18. And that scenario is only possible with continned COPS grant

fimding,

It will also be challenging to allocate City finds for Planning and Zoning ds the grant
fonding for these activities ends in FY'15. Without dedicated staff to pursue
implementation of the soon to be adopted Master Plan and updated Zoning Ordinance,
development goals of the City cannot be effectively pursued.

With current federal finding for community development and code enforcement
significantly reducing over the next few years, city offorts to make even marginal
progress in addressing blight and becoming more aggressive in enforcing building and
safety codes is in jeopardy. If progress is to continue, it will be necessary that other
sources of funding be found,

Finally, it will become increasingly difficult to address priority areas such as those
mentioned above by further reducing or eliminating other areas of City services.
Restructuring the city’s workforce and compensation structures have been done and are
ongoing, and city support of areas such as parks and recreation and hwmnan services have
been reduced. These have resulted in efficiencies and a balanced budget for FY'13 and
FY14, and there are more decisions to be made. However, there may become a time when
no further reductions of the magnitude necessary to balance budgets can be achieved.
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Proposed 5/17/13

Setting a Sustainable Course for the City of Flint

FY14 Budget

The FY14 Budget was prepared in the context of furthering the financial stability of the City of Flint
and moving forward on meeting the prime objectives of the recently developed strategic plan. Once
this plan is in place, attention will be given to finalizing the five year plan, including a detailed
assessment of the likely budget for FY15, and more defined projections for the following thres years.

If one could simplify the prime objectives of the Strategic Plan, it would be to state that budgetary
actions must be consistent with operating in a financially sustainable manner; pursuing changes which
increase efficiency while reducing costs; maintaining current levels of public safety; and organizing in
a way that the City can best address the blighted conditions therough the City. All of this to be done
with the aim of making the City of Flint an attractive and affordable place to attract and retain
residents, businesses, students, and visitors.

In light of decreasing property values, stagnant income tax and state shared revenue projections, plus a
commitment to eliminating the accumulated General find deficit, revenues are severely limited, For
example, while funds available for general city services (those funded by the General Fund, major
grants, and special voted millages) total $73.5 million this year; only $66.4 million is projected to be
available for the FY14 budget. Property tax revenues are projected to decline by $3.5 million or 22%,
while major grant revenues are projected to decline by $2.5 million, or 25%. $1 million is also
committed to reducing the City’s accurnulated $19.3 million deficit. In addition, there is an increasing
mnountll of tax delinquencies, as well as fees and special assessments for water, sewer, garbage and
street lights.

Fortunately, the impact of many of the structural changes made last year has been to constrain growth
in ongeing expenses, in particular those related to employee compensation, Even with a significant
increase in the annual pension payments, made necessary to halt further decline in the funded status of
the pension assets, pension and health care costs are slightly reduced from the current year. Salary
costs are-also slightly less as a result of changes in employee compensation structure.

However, the City is currently faced with a legal challenge fo its decision to change retiree heaithcare,
and should the City not prevail, it will likely be faced with increased costs of between $3.5 million and
$5 million. These potential costs are not included in this budget, and having to subsequently include
them will be potentially disastrous for the financial solvency of the City.

All in &ll, with significant effort from department heads and others involved in building this budget,
the level of services to be provided by the City in FY'14 should be close to the level currently
provided. This is due in large part to concerted effort to improve business processes and organization
arrangements. These improvements and changes do, however, include the elimination of several
positions within the workforce. FTE staffing in the FY'14 budget is projected at 567, in comparison to
595 in the current budget.

With deployment of the police and fire protection millage funds, and the potential of additional federal
funding for law enforcement, the current level of staffing in the Police Department (150 in total) is
expected to be maintained — even as other grant funds end, This level includes the additional 10
positions authorized in December, 2012 when the millage was passed. In this budget, the General
Fund appropriation for the Police and Fire budgets total $33.5 million, or 63% of the General Fund.
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Adding the costs of 911 and District Court to this bring the total General Fund appropriation for public
safety to $42.4 million, or 80% of the General Fund.

However, there are not the resources to address even some of the most critical unmet needs in the

delivery of city services. For example, there are no additional resources to expand staffing in the

Police Department if the goal is to attempt to stabilize staffing there and to be prepared to address the

%?Yrsonnsl loss expected in the Fire Depariment when the federal SAFER grant expires at the end of
14,

In addition, in light of the loss of federal dollars for demolition, the resources for addressing blight in
any significant way are significantly less for FY14. Building Safety resources have been limited for
many years, resulting in very limited ability to enforce compliance with city codes. This budget does
include the creation of a separate Planning and Development Division of the City, whose efforts will
include irnproving code compliance activities, including increasing compliance with rental tegistration
requirements and business licensing requirements. The work of this division will be aided by the
addition of Neighborhood Safety Officers, funded by the Mott Foundation and housed in the Police
Department.

The Planning and Development Division also includes the current grant funded activities related to
adoption and implementation of the City’s Master Plan. While grant funds should be sufficient to
finish the adoption of the Master Plan and the associated update to the Zoning Ordinance by the end of
FY14, continmation into FY15 will requive the identification of new sources of revenues.

Finally, there are nearly $300 million in unmet capital needs for utilities, streets, facilities, parks, and
technology. This budget does not contain the level of resources to be able to address these needs in

any substantive way, with barely enough resources budgeted to meet the most critical emergency
needs.

The limited resources will result in some changes noticeable to city residents and visitors, For
example, there will be no repaving of city streets, with funding focused on crack sealing streets to
prolong their longevity. While as much as one-third of city streets need repaving, doing so would cost
more than $20 million. Altematively, nearly one-third of the city’s streets can be crack sealed for
approximately $200,000 in materials. In addition however, the City is required by the state to
participate financially in improvement to state determined street projects.

There will be minimal maintenance of parks, with the City’s primary activity being related to mowing.
There will, however, be increased efforts to form partnerships with interested groups, neighborhood
associations and businesses to improve individual parks.

From a taxpayer perspective, payments for governmental services will generally decrease in total, by
an average of 7% for FY'14. Taxes based on the value of the property will decrease due to the
continuing decline in value, while the annual assessment for streetlights and the fee for waste
collection will inorease in total by $4. There will be ng increase in water and sewer rates,
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FIRST ADDENDUM TO

RAW WATER SUPPLY CONTRACT BETWEEN THE KAREGNONDI WATER
AUTHORITY AND THE CITY OF FLINT DATED JUNE 28, 2013, AND

EFFECTIVE ON OCTOBER 1, 2013

THIS FIRST ADDENDUM (“Addendum”) to the RAW WATER SUPPLY
CONTRACT BETWEEN THE KAREGNONDI WATER AUTHQORITY AND THE
CITY _OF FLINT DATED JUNE 28, 2013, AND EFFECTIVE ON OCTOBER 1,
2013 (hereafter the “Contract”) is entered into effective by and between
the Karegnondi Water Authority, a Michigan Public Authority created pursuant ta Act
233 of the Michigan Public Acts of 1955, as amended (hereinafter “KWA™), whose
‘address is G-4610 Beecher Road, Flint, Michigan 48532 and the City of Flint, 2
municipal corporation, of the State of Michigan (hereinafter “Flint™), whose address is
1101 South Saginaw Street, Flint, Michigan 48502. KWA and Flint are sometimes
hereafer each referred to as a “Party” and collectively as the “Parties.”

WITNESSETH:

WHEREAS, the Parties entered into a Raw Water Supply Contract, dated the 28%
day of June, 2013, and effective on October I, 2013;

WHEREAS, the Parties have agreed to enter into this Addendum for the purpose
of modifying the Recitals; ARTICLE 1, Section 1.02(6); ARTICLE I, Section | 02(18);
ARTICLE II, Section 2.04; ARTICLE 1I, Section 2.05; ARTICLE 1, Section 2.07;
ARTICLE VT, Section 6.06; and EXHIBIT A, Section 2(b) of the Contract.

NOW THEREFORE, it is hereby agreed by the Parties as follows:

1. Amendment to the RECITALS of the Contract. Add the following
recital to the RECITALS of the Contract:
WHEREAS, the Parties hereto acknowledge and agree that the intake system and
the property where the two (2) pump systems may be acquired, constructed, is
owned by the Genesee County Drain Commissioner, as County Agency, pursuant
to Act 342 of the Michigan Public Acts of 1939, as amended.

2. Amendment to the RECITALS of the Contract. Add the following
recital to the RECITALS of the Contract:

WHEREAS, the Parties hereto acknowledge and agree that the intake system and
the property where the two (2) pump systems may be acquired and constructed
was acquired and purchased by the Genesee County Drain Commissioner, as
County Agency, pursuant to Act 342 of the Michigan Public Acts of 1939, as
amended, and the County Agency shall be provided with a credit for the purchase
and construction of the property and intake as annually in an amount equal to the



aggregated debt service of the County of Genesee’s Water Supply System
Revenue Bonds (Limited Tax General Obligation) Series 2013 (the “County
Bonds™) as more fully set forth in Exhibit A to this addendum, The County Bonds
were issued in the original principal amount of Thirty-Five Million Dollars
($35,000,000.00).

3.  Amendment to ARTICLE I, Section 1.02(6) of the Contract.
ARTICLE I, Section 1.02(6) of the Contract is hereby deleted in its entirety and replaced

with the following:

(6) “Capacity Fee” means the monthly fee paid by the Buyer to the
Authority pursuant to Article III of this Contract for the limited
rights to capacity. The Capacity Fee shall be billed to the Buyer
monthly on the Capital Expenditure Invoice. All interest eamed on
the Capacity Fee shall be transferred to the reserve fund to be
applied to debt service as defermined by the Authority and shall
not be returned to the general operations fund. The aggregate
Capacity Fee payable by all Buyers shall be sufficient to enable the
Authority to pay the principal of, redemption premium, if any, and
interest on the Bonds, as such principal, redemption premium, if
any and interest become due, less interest to be paid out of Bond
proceeds or from other sources if permitted by any Bond
Resolution, and all amounts required to redeem any Bonds prior to
maturity when and as provided in any Bond Resolution, plus the
fees, expenses and charges of each paying agent/registrar for
paying the principal of and interest on the Bonds, for
authenticating, registering and transferring Bonds on the
registration books of the Authority maintained with the paying
agent/registrar, and all annual disclosure fees. Additionally, the
Capacity Fee shall include the proportionate amount of any reserve
funds required to be accumulated and maintained by the provisions

__of any Bond Resolution or as determined by the Authority and the
proportionate amount of any contingency funds, if so required by
the Authority. If the Bond Resolution so requires, the Capacity
Fee shall allow for an amount sufficient to restore any deficiency
in any of such funds required to be accumulated and raaintained by
the Authority. The Capacity Fee shall terminate upon redemption
of the bonds issued for the implementation and construction of the
System.

4, Amendment to ARTICLE I, Section 1.02(I18) of the Contraet.
ARTICLE 1, Section 1.02(18) of the Contract is hereby deleted in its entirety and
replaced with the following:



(18) “System” means the long-range Water supply system authorized by this
Contract, together with all improvements, enlargements, extensions and
additions which, pursuant to this Contract, are deemed necessary and
feasible by the Authority to provide Water supply as contracted herein to
the Buyer from the point of withdrawal to the Point of Delivery; and, all
future new facilities, which are acquired or constructed with proceeds
from the sale of any bonds or revenues from the System; and, any water
supply facilities which are deliberately and specifically, at the option of
the Authority, made a part of the System by resolution of the Authority
Board, and all repairs to or replacements of the System. The System is
owned exclusively by the Authority and shall remain with the Authority.
In the event that the Authority is dissolved the System shall be disposed of
in a manner consistent with Article V of the Articles of Incorporation.
Notwithstanding anything in this Contract to the contrary, the intake
system and the property where the two (2) pump systems may be acquired,
constructed, and owned by the Genesee County Drain Commissioner, as
County Agency, pursuant to Act 342 of the Michigan Public Acts of 1939,
as amended, through the issuance of the County Bonds.

8. Amendment to ARTICLE II, Section 2.04 of the Contract. ARTICLE
1], Section 2.04 of the Coutract is hereby deleted in its entirety and replaced with the

following:

Section 2.04. Construction of the System. The Authority agrees to use its best
efforts to issue System Development Bonds, payable from and/or
secured by the Capacity Fee payments made under this Contract
and any other lawful sources. Allocated portions of the System
Development Bond issues may be used to fund any other approved
use as determined by the Authority’s Bond Counsel,

6. Amendment to ARTICLE I, Section 2.05 of the Contract. ARTICLE
11, Section 2.05 of the Contract is hereby deleted in its entirety and replaced with the

following:

Section 2.05 Enhancement and Expansion of the System. It is anticipated
that the enhancement and expansion of the System will be in
incremental, finite projects and that each such project will be
financed by the Authority through the issuance of one or more
series or issues of Systemn Improvement Bonds, Also, on its own
initiative or at the reguest of the Buyer, the Authority may refund
any Bonds that were issued to extend, enlarge, repair, renovate,
equip, operate, maintain and otherwise improve the System and
any System facilities.  The Authority agrees that such
improvements for the System will be made in accordance with
generally accepted engineering practices. It is anticipated that such
improvements will be financed by the Authority through the
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issuance of one or more series or issues of System Improvement
Bonds payable from and secured by the payments made under this
Contract and/or any other lawful sources.

Amendment to ARTICLE I, Section 2.07 of the Centract. ARTICLE

Il, Section 2.07 of the Contract is hereby deleted in its entirety and replaced with the

following:

Section 2.07. Financing of the Infrastructure. The Authority and Buyer

expect to use bond financing and any other lawful sources for
construction of the System and any other approved use for the
financing and constructing the Authority’s facilities.  The
Authority through its Financial Advisor may establish appropriate
custodial and/or trust accounts to hold the debt service and the
proceeds from bond sales and shall establish an investment policy
defining the Authority’s rights to and the Authority’s requirements
and restrictions related to the investment of the proceeds from
bond sales. Further, the custody and/or trust agreement, if any, and
also the related investment policy shall comply with appropriate
State of Michigan statutes and audit requirements and will be
reviewed and approved by the Authority’s legal counsel. The
Authority may pledge revenues from this Contract to secure
financing of the System, in addition to the Capacity Fees, the
Members of the Authority may pledge the full faith and credit of
their respective municipality toward any bonds issued by the
Authority at the request of the Authority. The title of the System
shall be solely in the name of the Authority. The Buyer expressly
agrees that it shall not have any claim to any portion of the
physical infrastructure of the System. The Buyer pursuant to this
Contract shall only have rights to capacity and the amount of
Water purchased. Notwithstanding anything to the contrary in this
Contract, to the extent the County of Genesee, or its County

~ Agency, finances the acquisition, construction of the intake facility

or the property where the two (2) pump stations are located in the
amount of Thirty-Five Million ($35,000,000.00) through the
issuance of the County Bonds and makes the same available to the
Authority for the duration of this Contract, the Genesee County
Drain Commissioner, as County Agency, pursuant to Act 342 of
the Michigan Public Acts of 1939, as amended, shall be credited
yearly in an amount equal to its bond payment with interest and
fees thereby receiving a full credit for the amount paid for the
intake and the property where the two (2) pumping stations are
located. Once the County Bonds have been redeemed in their
entirety and the County Agency has received a credit in an
aggregate amount equal to the aggregate debt service of the County
Bonds, as fully set forth in Exhibit A to this addendum, the County



Agency shall transfer the property, intake, and all stuctures,
fixtures, and assets located on the property to the Karegnondi
Water Authority. Further, the parties hereto expressly agree that
the County Agency will receive an annual payment credit equal to
the aggregate debt service on the County Bonds.

8. Amendment tg ARTICLE II, Section 3.04 of the Contract, ARTICLE
111, Section 3.04 of the Contract is hereby deleted in its entirety and replaced with the

following:

Section 3.04 The Buyer expressly agrees that the Authority is responsible for
fumishing Water to the Buyer and it may take severzl years after
the execution of this Contract before Water is made available 1o
the Buyer. Understanding that the goal of the Authority is to
pravide Water that benefits both the Authority, the Buyer, and the
future needs of the Buyer, the Buyer shall pay to the Authority a
good faith one-time fee of not less than thirty-two thousand three
hundred dollars ($32,300.00) per Unit of Water purchased after
October 1, 2013, but prior to October 31, 2013.

Additionally, to show its continued good faith, the Buyer shall pay
to the Authority not less than thirty-two thousand three hundred
dollars ($32,300.00) per Unit purchased per year until such time as
Water is made available to the Buyer., Said payments shall be
made in monthly installments. The good faith payments are being
used to secure a Water supply for the Buyer. As such, Buyer
agrees that it is not entitled to any interest on the good faith
payments made to the Authority. The good faith payments shall be
credited to the Buyer, after Water is made available to the Buyer,
over a time period determined by the Authority Board, not to
exceed the term of this Contract. Said credits shall be applied to
_ the monthly invoice sent to the Buyer by the Authority.

After Water is made available to the Buyer, the Buyer shall pay the
cost per Unit per year for Water or the cost per Unit per year for
Volume for Exempt Purposes in the form of a certified bank check
or wire transfer. Said payments shall be made in monthly
installments. The actual payment amount will be ultimately
determined by the total number of Units sold and the amount of
Units available for purchase. See Exhibit D. If the Authority
determines after the System is designed and the estimated costs are
confirmed that the anticipated cost of consttuction of the System
will exceed the funds and assets from the proceeds of the County
Bonds and bonds issued by the Authority and secured by a
Contract between the City of Flint, the County of Genesee and the
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Authority dated as August 1, 2013, the Buyer shall have the right
to cancel this Contract pursuant to Section 7.04 of this Contract.

Amendment to ARTICLE V], Section 6,06 of the Contract. ARTICLE

V1, Section 6.06 of the Contract is hereby deleted in its entirety and replaced with the

following:

Section 6.06. Buyer Payment Obligations. The Buyer shall raise money to pay

10.

the Capacity Fee, the Annunal Requirement, Water Transmission
Fee, the Debt Fund fee, fee for Volume for Exempt Purposes, and
any other fee, if any, required under this Contract to the extent
authorized by law through the levy of taxes, water system revenues
callected from its customers, or from any other lawful source,

Amendment to ARTICLE VII, Section 7.04(b) of the Contract.

ARTICLE VII, Section 7.04(b) of the Contract is hereby deleted in its entirety and
replaced with the following:

(b}

11,

If the Authority Board determines that the cost of constructing the System
will exceed the maximum amount provided in Section 3.04, provided,
however, this right to cancel must be exercised before the Authority issues
any System Development Bonds.

Amendment to EXHIBIT A, Section 2(b) of the Contract. EXHIBIT

A, Section 2(b) of the Contract is hereby deleted in its entirety and replaced with the

following:

®)

12.

Depending on an analysis of costs and other considerations, there may be
one ot two Points of Withdrawal utilized by the Authority for the
extraction of Water from Lake Huron. A general site map of all possible
Points of Withdrawal is set forth in attachment 2 to this Exhibit A. An

~ engineer hired by the Authority pursuant to the Contract shall prepare an
analysis of costs and preliminary design plans for the construction of all
necessary components. The actual design of the Point of Withdrawal and
location of the Point or Points of Withdrawa] shall be subject to change as
required by environmental Studies and Permits obtained pursuant to
provisions of Exhibit E. Further the Point of Withdrawal may be acquired,
constructed and designed by the Genesee County Drain Commissioner, as
County Agency, pursuant to Act 342 of the Michigan Public Acts of 1939,
as amended. The County Agency will agree to make the intake facility
available to the Authority.

Notices. Any notice, demand, or communication required, permitted or

desired to be given under this Addendum shall be deemed effectively given pursuant to
ARTICLE VI, Section 7.24 the Contract,



13.  Headings. The headings of the sections set forth i1 this Addendum are
inserted for the convenience of reference only and shall be disregarded when construing
or interpreting any of the provisions of this Addendum.

14. Complete Agreement. This Addendum, the Contract and any additional
or supplementary documents incorporated by specific reference contain all of the terms
and conditions agreed upon by the Parties and no other agreements, oral or otherwise,
regarding the subject matter of this Addendum or any part thereof shall have any validity

or bind either of the Parties.

15,  Severability. If any provision of this Addendum is held to be
unenforceable for any reason, the unenforceability thereof shall not affect the remainder
of this Addendum which shall remain in full force and effect and enforceable in

accordance with its terms.

16,  Waiver. No waiver of any of the obligations contained herein shall be
effective for any purpose unless the same shall be in writing signed by the Chairperson of
the Incorporating Board of the Karegnondi Water Authority and by Mayor or Emergency
Manager, or both upon the Flint City Council or Emergency Manager’s approval,
whichever is applicable.

17.  Construction. This Addendum has been prepared and negotiations have
occurred in connection with said preparation pursuant to the joint efforts of the Parties.
This Addendum therefore shall not be construed against either Party.

18. Amendment. This Addendum may not be amended or modified except
for by written agreement signed by both Parties.

19,  Certification of Aunthority to Sign Addendum. The persons signing on
behalf of each of the Parties certify by their signatures that they are authorized to sign the

Addendum on behalf of such Party and that this Addendum has been authorized by such

Party.

20.  Remainder of Contract. Except as modified by this Addendum, the
terms of the Contract shall remain in full force and effect.

IN WITNESS WHEREOF, the Parties hereto have caused this Addendum to be
executed and delivered by their respective duly authorized representatives as of the day
and year first above written.

KAREGNONDI WATER AUTHORITY

By:
Dayne Walling, Chairperson of the Incorporating Board




(OFFICIAL SEAL)

APPROVED AS TO FORM AND LEGALITY:

By:

Kevin K. Kilby, Counse} for the Karegnondi Water Authority

’ CITY OF FLINT °

By.

Dayne Walling, Mayor

CITY OF FLINT

By:

Darnell Earley, Emergency Manager

ATTEST:

Inez Brown, Clerk of the City of Flint

(OFFICIAL SEAL)

APPROVED AS TO FORM:

By:

Counsel for Flint



This 1¥ Addendum was prepared by:
McGraw Morris P.C.

Attorney Kevin Kilby (P68599)

2075 West Big Beaver Road

Suite 750

Troy, Michigan 48084

(248) 502-4000
kkilby@mcgrawmorris.com
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