SUPPLEMENT DATED MAY 1, 2014
TO OFFICIAL STATEMENT DATED APRIL 1, 2014
relating to

KAREGNONDI WATER AUTHORITY
COUNTIES OF GENESEE, LAPEER AND SANILAC
STATE OF MICHIGAN

$220,500,000
WATER SUPPLY SYSTEM BONDS
(KAREGNONDI WATER PIPELINE), SERIES 2014A

This Supplement, dated May 1, 2014, supplements and amends the above referenced
Official Statement, dated April 1, 2014, relating to the above referenced bonds (the “Bonds™).
On April 30, 2014, Standard & Poor’s Ratings Services, a division of The McGraw-Hill
Companies, Inc., lowered its rating on the Bonds from “A+” to “A.” The outlook is stable.



NEW ISSUE Rating: See “RATING” herein
Book-Entry-Only

In the opinion of Miller, Canfield, Paddock and Stone, P.L.C., Bond Counsel, under existing law, assuming
compliance with certain covenants by the Issuer, the interest on the Bonds is excludable from gross income for federal
income tax purposes and the Bonds and the interest thereon are exempt from all taxation by the State of Michigan or by
any taxing authority within the State of Michigan, except inheritance and estate taxes and taxes on gains realized from
the sale, payment or other disposition thereof. See” TAX MATTERS” and “FORM OF APPROVING OPINION” herein for
a description of certain provisions of the Internal Revenue Code of 1986, as amended (the “Code”), which may affect the
tax treatment of interest on the Bonds for certain Bondholders.

KAREGNONDI WATER AUTHORITY
COUNTIES OF GENESEE, LAPEER AND SANILAC
STATE OF MICHIGAN

$220,500,000
WATER SUPPLY SYSTEM BONDS
(KAREGNONDI WATER PIPELINE), SERIES 2014A

Dated: Date of Delivery Principal Due: November 1, as shown on Inside Cover Page

The Water Supply System Bonds (Karegnondi Water Pipeline), Series 2014 A (the “Bonds”) are issued under the provisions
of Act 233, Public Acts of Michigan, 1955, as amended, and a resolution adopted by the Board of Trustees of the Karegnondi
Water Authority, Counties of Genesee, Lapeer and Sanilac, State of Michigan (the “Issuer”) on November 20, 2013. The
Bonds are being issued for the purpose of paying a portion of the cost of acquiring and constructing the Issuer’s Water
Supply System (the “System”) to serve initially the City of Flint and the County of Genesee (individually a “Local Unit” and
collectively, the “Local Units”), funding a debt service reserve account, paying capitalized interest and paying the costs
of issuing the Bonds. The Bonds are to be issued in anticipation of, and are payable primarily as to principal and interest
from, payments (the “Contractual Payments”) to be made by the Local Units to the Issuer pursuant to a Contract among
the Issuer and the Local Units dated as of August 1, 2013 (the “Contract”). The Contractual Payments will be in installments
that will equal the principal and interest payments on the Bonds. Further, each Local Unit has pledged its limited tax full
faith and credit for the payment of its Contractual Payments and is obligated, to the extent necessary, as a first budget
obligation to levy ad valorem taxes on all taxable property within its boundaries for such purpose, subject to applicable
constitutional, statutory and charter tax limitations. Each Local Unit is expected to make its Contractual Payments from
revenues collected from charges imposed on the customers of its respective water supply system. The County of Genesee
in the Contract has pledged to make all payments that the City of Flint fails to make to the Issuer under the Contract. The
Issuer has irrevocably pledged the Contractual Payments for the payment of the principal of and interest on the Bonds.

The Bonds are issuable only as fully registered Bonds without coupons, and when issued, will be registered in the name
of Cede & Co., as Bondholder and nominee for The Depository Trust Company (“DTC”), New York, New York. DTC will act
as securities depository for the Bonds. Purchases of beneficial interests in the Bonds will be made in book-entry only form,
in the denominations of $5,000 or any integral multiple thereof. Purchasers will not receive certificates representing their
beneficial interest in Bonds purchased. So long as Cede & Co. is the Bondholder, as nominee of DTC, references herein to
the Bondholders or registered owners shall mean Cede & Co., as aforesaid, and shall not mean the Beneficial Owners of the
Bonds. See BOOK-ENTRY ONLY SYSTEM herein.

Interest on the Bonds will be payable semiannually on May 1 and November 1 of each year commencing on
November 1, 2014. The Bonds will be registered Bonds, of the denomination of $5,000 or multiples thereof not exceeding
for each maturity the principal amount of such maturity. The principal and interest shall be payable at the corporate trust
office of The Huntington National Bank, Grand Rapids, Michigan or such other transfer agent as the Issuer may hereafter
designate by notice mailed to the registered owner not less than sixty (60) days prior to any change in interest payment
date (the “Transfer Agent”). Interest shall be paid when due by check mailed to the registered owner as shown by the
registration books as of the fifteenth day of the month preceding the payment date for each interest payment. Payment of
principal and interest to Beneficial Owners shall be made as described in BOOK-ENTRY ONLY SYSTEM herein.

The Bonds are subject to redemption at par, as described herein.

The Bonds are offered when, as and if issued by the Issuer and subject to receipt of the approving opinion of Miller,
Canfield, Paddock and Stone, P.L.C., Detroit, Michigan, Bond Counsel. Certain legal matters will be passed upon for the
Underwriters by their counsel, Dickinson Wright PLLC, Troy and Lansing, Michigan. It is expected that delivery of the
Bonds through DTC will be made in New York, New York on or about April 16, 2014.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A SUMMARY
OF THISISSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL
TO THE MAKING OF AN INFORMED INVESTMENT.

J.P. Morgan

Wells Fargo Securities Stifel, Nicolaus & Company, Incorporated
Dated: April 1, 2014



MATURITY SCHEDULE
WATER SUPPLY SYSTEM BONDS (KAREGNONDI WATER PIPELINE), SERIES 2014A

SERIAL BONDS
(Base CUSIP®: 48563U)

Interest Interest
Year Amount Rate Yield CusIp’ Year Amount Rate Yield CUSIP®
2017 $2,000,000  3.000% 1.460% AA9 2024 $5,595,000 5.000% 3.660%* AY7
2017 $2,105,000  5.000% 1.460% AR2 2025 $5,875,000 5.000% 3.820%* AZ4
2018 $1,300,000  4.000% 1.870% AB7 2026 $6,165,000 5.000% 3.940%* BAS
2018 $2,975,000  5.000% 1.870% AS0 2027 $6,475,000 5.250% 4.050%* AF8
2019 $2,000,000  3.000% 2.320% AC5 2028 $6,815,000 5.250% 4.110%* AG6
2019 $2,475,000  5.000% 2.320% AT8 2029 $7,175,000 5.250% 4.200%* AH4
2020 $2,000,000  4.000% 2.780% AD3 2030 $7,550,000 5.250% 4.290%* AJO
2020 $2,655,000  5.000% 2.780% AU5 2031 $7,945,000 5.250% 4.380%* AK7
2021 $2,000,000  3.000% 3.050% AE1 2032 $8,365,000 5.250% 4.450%* AL5
2021 $2,870,000  5.000% 3.050% AV3 2033 $8,800,000 4.500% 4.670% AM3
2022 $5,075,000  5.000% 3.310% AW1 2034 $9,200,000 5.250% 4.570%%* AN1
2023 $5,325,000  5.000% 3.490% AX9 2035 $9,680,000 5.250% 4.620%* AP6
TERM BONDS
Interest

Year Amount Rate Yield CUSIP®

2040 $56,590,000 5.250% 4.740%%* BB6

2043 $41,490,000 5.000% 4.890%* AQ4

*Yield to the November 1, 2023 first call date

§ Registered trademark of American Bankers Association. CUSIP numbers are provided by Standard & Poor’s, CUSIP Service Bureau, a division of The
McGraw-Hill Companies, Inc. The CUSIP numbers listed above are being provided solely for the convenience of Bondholders only at the time of
issuance of the Bonds and the Issuer does not make any representation with respect to such number or undertake any responsibility for its accuracy now or
at any time in the future. The CUSIP number for a specific maturity is subject to being changed after the issuance of the Bonds as a result of various
subsequent actions including, but not limited to, a refunding in whole or in part of such maturity.
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No dealer, broker, salesman or other person has been authorized by the Issuer to give any information
or to make any representations, other than those contained in this Official Statement, and, if given or made,
such other information or representations must not be relied upon as having been authorized by any of the
foregoing. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor
shall there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale. The information set forth in this Official Statement has been obtained
from the Issuer, the County of Genesee, the City of Flint and other sources which are believed to be reliable,
including The Depository Trust Company with respect to the information contained under the heading BOOK-
ENTRY ONLY SYSTEM, but is not guaranteed as to accuracy or completeness by, and is not to be construed
as a representation by, the Issuer. The information and expressions of opinion in this Official Statement are
subject to change without notice, and neither the delivery of this Official Statement nor any sale made under
this Official Statement shall, under any circumstances, create any implication that there has been no change in
the affairs of the parties referred to above or that the other information or opinions are correct as of any time
subsequent to the date of this Official Statement. The Transfer Agent has not participated in the preparation of
this Official Statement and assumes no responsibility for it.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their
respective responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of such
information.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY
ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY ISSUER.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE BONDS AT A LEVEL ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

This Official Statement contains forward-looking statements, which can be identified by the use of the
future tense or other forward-looking terms such as “may,” “intend,” “will,” “expect,” “anticipate,” “plan,”
“management believes,” “estimate,” “continue,” “should,” “strategy,” or “position” or the negatives of those
terms or other variations of them or by comparable terminology. In particular, any statements express or
implied, concerning future receipts of federal grants or the ability to generate cash flow to service indebtedness
are forward-looking statements. Investors are cautioned that reliance on any of those forward-looking
statements involves risks and uncertainties and that, although the Issuer’s management believes that the
assumptions on which those forward-looking statements are based are reasonable, any of those assumptions
could prove to be inaccurate. As a result, the forward-looking statements based on those assumptions also
could be incorrect, and actual results may differ materially from any results indicated or suggested by those
assumptions. In light of these and other uncertainties, the inclusion of a forward-looking statement in this
Official Statement should not be regarded as a representation by the Issuer or that its plans and objectives will
be achieved. All forward-looking statements are expressly qualified by the cautionary statements contained in
this paragraph. The Issuer undertakes no duty to update any forward-looking statements.
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OFFICIAL STATEMENT

KAREGNONDI WATER AUTHORITY
COUNTIES OF GENESEE, LAPEER AND SANILAC
STATE OF MICHIGAN
$220,500,000
WATER SUPPLY SYSTEM BONDS
(KAREGNONDI WATER PIPELINE)
SERIES 2014A

The purpose of this Official Statement, which includes the cover page and Appendices, is
to furnish information in connection with the issuance and sale by the Karegnondi Water
Authority, Counties of Genesee, Lapeer and Sanilac, State of Michigan (the “Issuer”) of its
Water Supply System Bonds (Karegnondi Water Pipeline), Series 2014A (the “Bonds™) in the
aggregate principal amount of $220,500,000.

PURPOSE

The Bonds are issued under the provisions of Act 233, Public Acts of Michigan, 1955, as
amended (“Act 233”), and a resolution authorizing the issuance of the Bonds (the “Resolution”)
adopted by the Board of Trustees of the Issuer on November 20, 2013. The Bonds are being
issued for the purpose of paying a portion of the cost of acquiring and constructing the Issuer’s
Water Supply System (the “System”) that is being established for the purpose of supplying raw
water to its member communities, funding the Debt Service Reserve Account as hereinafter
described, paying capitalized interest on the Bonds and paying the costs of issuing the Bonds.
The Issuer was incorporated in October, 2010 pursuant to Act 233 by the County of Genesee
(“Genesee”), the County of Lapeer, the County of Sanilac, the City of Flint (“Flint”) and the City
of Lapeer for the purpose of providing its member communities with a new source of water.
Although the Issuer was incorporated in 2010, planning and design for the System in its present
configuration began in 2001.

The System is expected ultimately to supply raw water for the three county area
consisting of over 2,232 square miles and a population of over one half million residents, but the
System will initially provide raw water to Genesee and Flint (individually a “Local Unit” and
collectively, the “Local Units”). Currently, Genesee and Flint receive finished water from the
City of Detroit, through its Detroit Water and Sewerage Department (“DWSD”), but Flint
expects that it will no longer receive water from DWSD after April 17, 2014 and as a result,
Genesee is pursuing a separate contract for an interim water supply from DWSD. Genesee and
Flint participated in the establishment of the Issuer in order to have a more reliable supply of
water at rates that they expect ultimately to be less than what would otherwise be payable to
DWSD. For a description of the proposed System and the interim arrangements for water supply
for Genesee and Flint until the System is completed and operational, see the heading
KAREGNONDI WATER AUTHORITY SYSTEM herein.



SECURITY

Contractual Payments

The Bonds are being issued in anticipation of, and are payable primarily as to principal
and interest from, payments (the “Contractual Payments”) to be made by the Local Units to the
Issuer pursuant to the Karegnondi Water Authority Financing Contract among the Issuer and the
Local Units dated as of August 1, 2013 (the “Contract”). The Contractual Payments will be in
installments that will equal the principal and interest payments on the Bonds. Further, each
Local Unit has pledged its limited tax full faith and credit for the payment of its Contractual
Payments and is obligated, to the extent necessary, as a first budget obligation to levy ad valorem
taxes on all taxable property within its boundaries for such purpose, subject to applicable
constitutional, statutory and charter tax limitations as to rate and amount. After credit is given to
Genesee for payment of the principal of and interest on the Genesee Bonds (as described under
the heading KAREGNONDI WATER AUTHORITY - The System below), Genesee is
responsible for paying approximately 66% of the principal of and interest due on the Bonds, and
Flint is responsible for paying approximately 34% of the principal of and interest on the Bonds.
In addition, pursuant to the Contract, if Flint fails to make any of its Contractual Payments when
due, Genesee is obligated under the Contract to make such Contractual Payments within one day
of being notified of Flint’s failure to pay. Further, the Issuer is obligated under the Contract to
undertake all legal action and make use of all remedies available under the Contract to enforce
the payment obligations of Flint under the Contract.

Each Local Unit expects to make its Contractual Payments from revenues collected from
charges imposed on the customers of its respective water supply system. The water supply
system of Genesee is hereinafter referred to as the “Genesee System” and the water supply
system of Flint in hereinafter referred to as the “Flint System.” The Issuer has irrevocably
pledged the Contractual Payments for the payment of the principal of and interest on the Bonds.
See The Report of the Engineering Consultant in APPENDIX I for a description of the Genesee
System and the Flint System.

The rights or remedies of bondholders may be affected by bankruptcy, insolvency,
fraudulent conveyance or other laws affecting creditors’ rights generally, now existing or
hereafter enacted, and by the application of general principles of equity, including those relating
to equitable subordination.

A copy of the Contract is included as APPENDIX H. For additional information on
Genesee, see APPENDIX A and APPENDIX B hereto, and for additional information on Flint,
see APPENDIX C and APPENDIX D hereto.

Debt Service Reserve Account

Pursuant to the Resolution, the Issuer has established a Debt Retirement Fund, and within
the Debt Retirement Fund has established a Debt Service Reserve Account. All Contractual
Payments as received are required to be deposited in the Debt Retirement Fund and used to pay
the principal of and interest on the Bonds. The Debt Service Reserve Account will be funded
from the proceeds of the Bonds in an amount equal to $15,237,437.50, which is equal to the
lesser of (1) maximum annual principal and interest requirements during any calendar year on the
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Bonds then outstanding, (2) ten percent (10%) of the original principal amount of the Bonds, and
(3) one hundred twenty-five percent (125%) of the average annual principal and interest
requirements during any calendar year on the Bonds then outstanding (the “Reserve Account
Requirement”). Moneys in the Debt Service Reserve Account shall be used solely for the
payment of the principal of and interest on the Bonds when due whenever and to the extent that
the Contractual Payments being held by the Issuer shall be insufficient for such purposes.

There shall be credited to the Debt Service Reserve Account beginning on the first day of
the month following any month in which the amount in the Debt Service Reserve Account shall
be less than an amount equal to the Reserve Account Requirement as a result of the failure of a
Local Unit to pay its Contractual Payments, and continuing on the first day of each month
thereafter, an amount equal to one-thirty-sixth (1/36) of any deficit therein, until the amount on
deposit is equal to the Reserve Account Requirement; however, if the amount on deposit in the
Debt Service Reserve Account is less than 100% of the Reserve Account Requirement as a result
of investment losses with respect to the Debt Service Reserve Account, commencing on the first
day of the month following such evaluation, and continuing on the first day of each month
thereafter, an amount equal to one-fourth (1/4) of the amount necessary to restore the Debt
Service Reserve Account to 100% of the Reserve Account Requirement, unless and until the
amount on deposit in the Debt Service Reserve Account shall equal 100% of the Reserve
Account Requirement. Further, if a Local Unit fails to pay its Contractual Payment causing a
shortfall and the Debt Service Reserve Account is drawn upon to pay the Bonds, the
replenishment of such Debt Service Reserve Account shall be an obligation of the Local Unit
that failed to pay such Contractual Payment, in the manner described in the preceding sentence;
provided, however, if Flint fails to fulfill its obligation to replenish the Debt Service Reserve
Account, as with the failure to make Contractual Payments under the Contract, Genesee has
agreed in the Contract to make such payments.

ESTIMATED SOURCES AND USES OF FUNDS

Sources of Funds

Par amount of Bonds $220,500,000.00
Net Original Issue Premium 11,815,544.05

Total Sources $232,315,544.05

Use of Funds

Deposit to Construction Fund $187,137,367.59
Capitalized Interest 28.,282,364.06
Deposit to Debt Service Reserve Account 15,237,437.50
Costs of Issuance 712,000.00
Underwriters’ Discount 946,374.90

Total Uses $232,315,544.05



THE BONDS

The Bonds will be dated the date of delivery thereof, will bear interest from the date of
delivery at the rates and will mature in the amounts and on the dates set forth on the inside cover
page of this Official Statement and will be subject to redemption prior to maturity as described
below. Interest on the Bonds will be payable semiannually on May 1 and November 1 of each
year commencing on November 1, 2014. Interest on the Bonds shall be computed using a 360-
day year and twelve 30-day months.

The Bonds will be issued as fully registered Bonds as described in APPENDIX G,
BOOK-ENTRY-ONLY SYSTEM. Subject to the provisions for the book-entry system, the
principal of and any redemption premium on the Bonds will be payable upon surrender thereof at
the designated office of the Transfer Agent, and interest will be payable by check or draft mailed
by the Transfer Agent to the registered owners of the Bonds as shown on the registration books
of the Issuer maintained by the Transfer Agent as of the close of business on the fifteenth day of
the calendar month preceding the month in which the interest payment is due. The Transfer
Agent also may pay interest on Bonds by wire transfer or such other method as is acceptable to
the Transfer Agent and the Bondholder to whom payment is being made.

PRIOR REDEMPTION OF BONDS
Optional Redemption

Bonds maturing in the years 2017 to 2023, inclusive, shall not be subject to redemption
prior to maturity. Bonds or portions of Bonds in multiples of $5,000 maturing in the year 2024
and thereafter shall be subject to redemption prior to maturity, at the option of the Issuer, in any
order of maturity and by lot within any maturity, on any date on or after November 1, 2023, at
par and accrued interest to the date fixed for redemption.

Mandatory Redemption of Term Bonds

The Bonds maturing in the years 2040 and 2043 (the “Term Bonds”) shall be subject to
annual mandatory redemption on November 1 of the following years and in the following
amounts, at par, plus accrued interest to the date of mandatory redemption.

Term Bonds due November 1, 2040

Redemption Dates Principal Amounts
November 1, 2036 $10,190,000
November 1, 2037 $10,725,000
November 1, 2038 $11,290,000
November 1, 2039 $11,880,000
November 1, 2040 (Maturity) $12.505.000
TOTAL $56,590,000



Term Bonds due November 1, 2043

Redemption Dates Principal Amounts
November 1, 2041 $13,160,000
November 1, 2042 $13,820,000
November 1, 2043 (Maturity) $14.510,000
TOTAL $41,490,000

When Term Bonds are purchased by the Issuer and delivered to the Transfer Agent for
cancellation or are redeemed in a manner other than by mandatory redemption, the principal
amount of Term Bonds affected shall be reduced by the principal amount of the Term Bonds so
purchased or redeemed in the order determined by the Issuer.

In case less than the full amount of an outstanding Bond is called for redemption, the
Transfer Agent, upon presentation of the Bond called for redemption, shall register, authenticate
and deliver to the registered owner of record a new Bond in the principal amount of the portion
of the original Bond not called for redemption.

Notice of redemption shall be given to the registered owner of any Bond or portion
thereof called for redemption by mailing of such notice not less than thirty (30) days prior to the
date fixed for redemption to the registered address of the registered owner of record. A Bond or
portion thereof so called for redemption shall not bear interest after the date fixed for redemption,
whether presented for redemption or not, provided funds are on hand with the Transfer Agent to
redeem said Bond or portion thereof.

[The remainder of this page intentionally left blank]



DEBT SERVICE SCHEDULE

The following schedule sets forth the principal and interest payable with respect to the
Bonds.

Fiscal Year Ended 12/31 Principal Interest Total P&I
2014 $6,027,389* $6,027,389
2015 11,127,488* 11,127,488
2016 11,127,488* 11,127,488
2017 $4,105,000 11,127,488 15,232,488
2018 4,275,000 10,962,238 15,237,238
2019 4,475,000 10,761,488 15,236,488
2020 4,655,000 10,577,738 15,232,738
2021 4,870,000 10,364,988 15,234,988
2022 5,075,000 10,161,488 15,236,488
2023 5,325,000 9,907,738 15,232,738
2024 5,595,000 9,641,488 15,236,488
2025 5,875,000 9,361,738 15,236,738
2026 6,165,000 9,067,988 15,232,988
2027 6,475,000 8,759,738 15,234,738
2028 6,815,000 8,419,800 15,234,800
2029 7,175,000 8,062,013 15,237,013
2030 7,550,000 7,685,325 15,235,325
2031 7,945,000 7,288,950 15,233,950
2032 8,365,000 6,871,838 15,236,838
2033 8,800,000 6,432,675 15,232,675
2034 9,200,000 6,036,675 15,236,675
2035 9,680,000 5,553,675 15,233,675
2036 10,190,000 5,045,475 15,235,475
2037 10,725,000 4,510,500 15,235,500
2038 11,290,000 3,947,438 15,237,438
2039 11,880,000 3,354,713 15,234,713
2040 12,505,000 2,731,013 15,236,013
2041 13,160,000 2,074,500 15,234,500
2042 13,820,000 1,416,500 15,236,500
2043 14,510,000 725,500 15,235,500

TOTAL $220,500,000 $219,133,064 $439,633,064

*Capitalized interest; paid from Bond proceeds.

KAREGNONDI WATER AUTHORITY SYSTEM

The Issuer is expected ultimately to supply raw water for the three county area (Genesee,
Lapeer and Sanilac) consisting of over 2,232 square miles and a population of over one half
million residents. The Issuer will supply metered, untreated water to each contracting member.
The actual cost for appurtenances and maintenance of the System will be allocated based on
water sold and each contracting member will be responsible for its proportional share of the cost.
Each contracting member will be responsible for treating and distributing treated water to its
individual customers.



The Issuer currently has entered into two water purchase contracts (the “Water Purchase
Contracts”), effective October 1, 2013: one with Flint to supply up to 18 mgd and one with the
Genesee County Drain Commissioner, as County Agency of Genesee under Act 342, Public Acts
of Michigan, 1939, as amended (the “County Agency”), on behalf of Genesee, to supply 42 mgd.
The charges to be paid by Flint and the County Agency in the Water Purchase Contracts are
broken down into two distinct portions: an annual fixed or capital fee and an annual commodity
or operations and maintenance fee. Flint and the County Agency expect to pay such charges
from the revenues of their respective water supply systems as an operation and maintenance
expense in the same manner that each presently pays for water furnished by DWSD.

The size of the System is based on the volume identified in the Water Purchase Contracts
and any additional water purchase contracts entered into with additional parties, up to a
maximum of 85 mgd, the Issuer’s permit limit. Each contracting party will be responsible for the
annual fixed fee regardless of the amount of water taken. The other members of the Issuer had
until October 16, 2013 to enter into a water purchase contract with the Issuer at the same rates set
forth in the Water Purchase Contracts. No additional water purchase contracts were entered into
on or before such date and as a result, members entering into water purchase contracts with the
Issuer subsequent to such date will pay any incremental costs associated with accommodating
their water purchase contracts.

The System

To supply water to its contracting members, the Issuer will be required to construct a lake
intake on Lake Huron, approximately 63 miles of pipe from the intake plant to the City of Flint
and 2 pump stations, one of which will be located near the intake facility. Such facilities
collectively constitute the System. The engineering design of the System is to withdraw water
from Lake Huron and pump it to a standpipe in Lynn Township in St. Clair County, and from
there the water will be pumped to a site in Oregon Township in Lapeer County, approximately
14 miles east of Flint, which site will contain a 150 million gallon earthen reservoir and
Genesee’s new water treatment plant (discussed below). The reservoir and new treatment plant
will be owned by Genesee. Raw water flowing to the site in Oregon Township will be directed
to Flint’s water treatment plant and to Genesee’s water treatment plant and reservoir. Figure 1
shows the location of the System facilities, the Flint water treatment plant and the proposed
Genesee treatment plant and reservoir.

[The remainder of this page intentionally left blank]



Figure 1
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The intake facility and the site therefor (the “Genesee Project”) were financed through the
issuance of bonds by Genesee in the principal amount of $35,000,000 in October, 2013 (the
“Genesee Bonds”), with the understanding that Genesee would make the Genesee Project
available to the Issuer for use by the Issuer as part of the System. Genesee is solely responsible
for paying the principal of and interest on the Genesee Bonds from the net revenues derived from
the users of the Genesee System and Genesee has pledged its limited tax full faith and credit as
additional security for the Genesee Bonds. The lake intake is currently under construction, the
County Agency having supervised the design of the facility and the receipt and award of
construction bids for the facility. The lake intake is expected to be completed in October, 2014.

The Issuer has retained the services of the County Agency to administer the design and
construction of the System. In addition, it is expected that the Issuer will also contract with the
County Agency for operation and maintenance of the System after the System is completed and
fully operational. The County Agency has significant experience in planning, operating and
managing wastewater systems, having been responsible for planning, operating and managing
the Genesee System since 1972. The County Agency currently employs approximately 128
people in connection with the operation and management of the Genesee System, and it is
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expected that from this group, 5 full time equivalent employees will be involved in the operation
and maintenance of the System. The Issuer is not expected to have any full time employees.

On behalf of the Issuer, the County Agency has acquired 40 acres of land with 100 feet of
frontage on Lake Huron in Sanilac County for the intake plant and pump station and 40 acres of
land on the northwest corner of Martin Road and Hull Road in Lynn Township in St. Clair
County for the standpipe and second pump station. The County Agency has also acquired
approximately 76 acres of land on the northeast corner of Marathon Road and Stanley Road in
Oregon Township in Lapeer County to serve as the site for Genesee’s new water treatment plant
and reservoir.

In anticipation of the construction of the System, the County Agency has obtained a
permit from the Michigan Department of Environmental Quality (“MDEQ”) authorizing the
withdrawal of up to 85 million gallons per day (“mgd”) from Lake Huron. Such permit will not
need to be renewed at any time while the Bonds are outstanding. In addition, the County Agency
has hired project managers which have to date secured the route of the pipe line, identified all
environmental issues and prepared preliminary permits for the entire 63-mile route, and also has
retained consulting firms to complete the design of the remaining System facilities.

The County Agency has commissioned the design of the two pump stations and 63 miles
of pipeline (36” to 66” in size). The design and construction is broken up into seven individual
projects. They are as follows:

Lake Huron Pump Station

12 miles of 66-inch transmission main

12 miles of 66-inch transmission main
Intermediate Pump Station and Standpipe
12 miles of 60-inch transmission main

13 miles of 60-inch transmission main

14 miles of 36-inch transmission main

Since the contractor needs 15 months of good weather to complete each pipeline project,
the pipeline projects were broken down into projects for a construction period of 15 months each.
The design of the pipelines is 60 percent complete. The pipelines will be bid in a staggered
format beginning in April, 2014 through September, 2014. Each contract will be awarded within
two months of bid opening. Final pipeline contracts will be awarded no later than November,
2014, and with a 15-month construction period, the final pipeline is expected to be completed on
or before March, 2016.

The System facilities call for 63 miles of large diameter piping, and the Issuer recognized
that with limited capacity in the United States to produce the needed materials within the
necessary time frame for construction, alternative methods of procurement would be required. In
2013, the Issuer Authority requested proposals for large diameter piping and valves, and in
October, 2013, the Issuer entered into a contract with American Cast Iron Pipe Company
(ACIPCO) for the delivery of all 66-inch diameter, 60-inch diameter, and 36-inch diameter pipe.
In addition, ACIPCO will provide all large diameter valves for the pipeline and pump station
yard piping and valves.



The Issuer has acquired all lands and easements necessary for construction of the System.
In January 2014, MDEQ held four public hearings with regard to the Issuer’s wetland crossing
permit. MDEQ has participated in the 30 percent, 60 percent and 90 percent reviews of the
design, and its comments have been incorporated. Upon 100% design completion of each
pipeline project, the Issuer will submit an application to MDEQ for its construction permit for
such project. In addition, the Issuer will submit for its local permits from the local road
commissions and soil erosion enforcement agencies. The Issuer expects to receive all such
permits for the construction of the System in time to complete the System as anticipated.

The design of the two pump stations is 90 percent complete. Final site plans have been
submitted to the local municipalities, and bids for the pump stations are expected to be received
in April, 2014, with the contracts to be awarded no later than June, 2014. There is a 22-month
construction schedule for the pump stations, and they are expected to be completed and in
operation on or before May, 2016.

Based upon the foregoing, the System is expected to be available for service no later than
May 1, 2016. Each contract for construction has a completion date of at least 30-days prior to
May 1, 2016 and a liquidated damage clause for failure to complete on a timely basis. Each
contract identifies substantial completion (operation of the pipeline) and final completion
(pipeline, clean-up, and paperwork). The County Agency can begin operation of the pipeline on
behalf of the Issuer after substantial completion but prior to final completion.

The estimated construction costs for the System, including the lake intake and site
financed by Genesee, are $268,844,053 based on water purchase contracts of 60 mgd. The Issuer
and the Local Units have entered into the Contract, whereby the Issuer has agreed to issue the
Bonds and other bonds of the Issuer, in an aggregate amount not to exceed $300,000,000
(collectively, the “System Bonds”), to finance the remaining facilities for the System in
anticipation of the Contractual Payments to be made by the Local Units as provided therein. The
estimated construction costs of the remaining facilities for the System is $233,725,381, and the
amount of System Bonds to be issued to finance the costs of the remaining System facilities,
including capitalized interest, amounts to fund the Debt Service Reserve Account, and issuance
costs, is estimated to be $300,000,000. The Contract is contemplated in the Water Purchase
Contracts and sets forth the manner in which the capital costs of the System facilities will be
allocated. Under the Contract, Flint and Genesee are responsible for paying 34.2% and 65.8%,
respectively, of the debt service on the System Bonds. This allocation takes into account and
credits Genesee for financing and being responsible for the payment of 100% of the costs of the
Genesee Project. In addition, in the event and to the extent that Flint fails to pay its share of the
debt service on the System Bonds, Genesee will be responsible for making up the shortfall. Flint
and Genesee each expects to make such payments from the revenues to be derived from the
customers of the Genesee System and the Flint System, respectively, but each has pledged its
limited tax full faith and credit to the making of such payments.

Interim Water Supply Arrangements for Genesee and Flint

Flint has purchased treated water from DWSD for approximately 30 years. The County
Agency has a contract with Flint that requires Flint to purchase water from DWSD and provide
that water to the County Agency. Historically, the County Agency has not had a contract directly
with DWSD.
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On April 17, 2013, DWSD notified Flint that it was terminating its contract with Flint for
the supply of water in one (1) year as required by the contract. As a result, no later than April 17,
2014, Flint intends to begin withdrawing water from the Flint River, treat the water in its water
treatment plant and then make such treated water available to the customers of the Flint System
until the System is completed and operational. After the notification from DWSD, Flint sought
another source of water and determined to use its water treatment plant to provide water to its
customers. In order to do so it negotiated an administrative consent order with MDEQ that
permitted the temporary use of the Flint River (the “ACQO”). The ACO requires Flint to either
undertake a public improvement project to connect to the System or undertake other public
improvements to continue to use the Flint River. In order to comply with the ACO, Flint has
determined that connecting to the System is the most cost effective means to obtain untreated
water and to comply with the ACO.

However, the Flint River will not be able to supply the volume of water needed to
provide water to the customers of the Genesee System. Inasmuch as the County Agency has a
valid contract with Flint for the supply of water via DWSD, Flint is contractually obligated to
continue to purchase water from DWSD in order to supply water to the County Agency. This
may be accomplished, notwithstanding Flint utilizing the Flint River for a water source, by Flint
continuing to purchase water from DWSD and directing the water to be transmitted directly to
the County Agency by isolation valves currently installed in the Flint System.

In January, 2014, the County Agency entered into contract negotiations with DWSD to
secure a water supply directly from DWSD for the customers of the Genesee System without
using Flint as a pass through, until the System has been completed and is operational. DWSD
representatives have indicated that in the event that an agreement cannot be reached with the
County Agency during these negotiations, DWSD will continue to supply water to the County
Agency via Flint without a contract in place. The County Agency and DWSD are negotiating
two separate contracts, the first to satisfy Genesee’s need for a short-term (3 year) contract for
the supply of water during the time in which the System is being constructed, and the second that
would require DWSD to provide a long-term emergency stand-by service to ensure the delivery
of water to customers of the Genesee System if the System fails at any time in the future.
Although no assurances can be made as to the eventual outcome of contract negotiations, both
parties are negotiating in good faith.

In the event that the County Agency and DWSD are unable reach agreement on a
proposed short-term contract for the supply of water during the construction period for the
System, the County Agency has the ability to adjust Genesee’s rates to the extent necessary, but
cannot predict with certainty the price to be paid by customers of the Genesee System for water
from DWSD until the System is completed and operational. See BONDHOLDERS’ RISKS
herein.

Related Facilities

In order to provide finished water to its customers, Flint expects to utilize its existing
water treatment plant, which is currently operating in a back-up role with a capacity of 36 mgd
and will be permitted to treat water drawn from the Flint River until the System is operational.
Flint will be required to make an estimated $8,000,000 in improvements to convert the plant
from stand-by to fully operational and to accommodate the flow of water from the System.
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Additional improvements to Flint’s water treatment plant may be made in the future. In order to
provide finished water to Genesee’s customers, the County Agency will be required to build a
new water treatment plant, reservoir, pump station and approximately 5 miles of watermain
running from the new treatment plant to Genesee’s main distribution facility at Henderson Road,
at an estimated cost of $60,000,000. The County Agency has acquired 76 acres approximately
14 miles east of the City of Flint in Oregon Township in Lapeer County, which is expected to
serve as the site of Genesee’s new water treatment plant, reservoir and pump station. In addition,
on or before April 17, 2014, the County Agency expects to acquire 9 miles of 72-inch watermain
from Flint, which will be used to support Genesee’s distribution system to its customers. The
new water treatment plant, reservoir, pump station and watermain are expected to be constructed
and fully operational on or before May 1, 2016, the date on which the System is expected to be
fully operational.

The completion date for the System is projected for May 1, 2016, at which time Flint
expects to cease pumping water from the Flint River and the County Agency expects to
discontinue purchasing water from DWSD, and Flint and the County Agency expect to begin
purchasing water from the Issuer and producing their own water.

REPORT OF THE ENGINEERING CONSULTANT

Jones & Henry Engineers, Ltd., Toledo, Ohio, has prepared the Report of the Engineering
Consultant, dated as of March 17, 2014, a copy of which is attached hereto as Appendix I. The
Report of the Engineering Consultant describes key factors that will affect water rates to be
charged by Flint and the County Agency to customers of the Flint System and the Genesee
System, respectively, from 2014 through 2018, and sets forth the assumptions on which the
conclusions in the Report are based.

As set forth in the Report of the Engineering Consultant, the long term projections
comparing the rates to be charged by KWA to Flint and the County Agency for use of the System
plus other expenses related to operating, maintaining and improving their current treatment
systems compared with rates historically charged to Flint and the County Agency by DWSD for
comparable service show more stable rates from KWA for customers of both the Flint System
and the Genesee System. Most of the future expenses for the Flint System and the Genesee
System are expected to be capital which will not increase annually and operating costs which
will increase annually due to inflation. DWSD charges to Flint and the County Agency, which
historically have constituted a significant portion of both Flint’s and the County Agency’s total
water expenses, have increased annually at a rate greater than the rate of inflation. Rates are not
expected to increase under KWA as they have under DWSD, and with appropriate rate increases
Flint and the County Agency will be able to pay their respective share of the debt service on the
System Bonds and the operation and maintenance expenses of the System plus other expenses
related to operating, maintaining and improving, respectively, the Flint System and the Genesee
System.

The Report of the Engineering Consultant should be read in its entirety for a complete
understanding of the assumptions and conclusions contained therein. As noted in the Report of
the Engineering Consultant, any conclusions are subject to uncertainties, and some assumptions
used to develop the conclusions will not be realized, and unanticipated events and circumstances

12



may occur. Therefore, there could be differences between the conclusions and the actual results
and those differences could be material.

BONDHOLDERS’ RISKS

The following discussion of some of the risk factors associated with the Bonds is not, and
is not intended to be, exhaustive, and such risks are not necessarily presented in the order of their
magnitude.

This Official Statement does not describe all of the risks of an investment in the Bonds
and the Underwriters disclaim any responsibility to advise prospective investors of such risks as
they exist at the date of this Official Statement or as they change from time to time. Prospective
investors should consult their own legal and tax advisors as to the risks associated with an
investment in the Bonds and the suitability of investing in the Bonds in light of their particular
circumstances. Prospective investors should be able to bear the risks relating to an investment in
the Bonds and should carefully consider, among other factors, the matters described below.

Assumptions With Regard to Local Unit Revenues

Certain assumptions have been made with regard to the ability of Genesee and Flint to
charge and collect revenues from the customers of the Genesee System and the Flint System,
respectively, in amounts sufficient to pay their respective Contractual Payments. These
assumptions are believed to be reasonable, but to the extent that such revenues are not sufficient
to enable Genesee and/or Flint to pay their Contractual Payments, the Contractual Payments
would nevertheless be required to be paid from the general fund of Genesee and/or Flint, which
could strain such general fund. The assumptions are based on factors beyond Genesee’s and
Flint’s control and there is no assurance that these projections will be achieved. Many factors
may prevent the projections from being achieved. These include yearly changes in water
consumption, population, population growth, household income, competitive facilities,
accessibility, absorption, occupancy, vacancy and market penetration.

NO GUARANTEE CAN BE MADE THAT THE PROJECTIONS CONTAINED
HEREIN WILL CORRESPOND WITH THE RESULTS ACTUALLY ACHIEVED IN THE
FUTURE BECAUSE THERE IS NO ASSURANCE THAT ACTUAL EVENTS WILL
CORRESPOND WITH THE ASSUMPTIONS MADE IN FORMULATING THE
PROJECTIONS. ACTUAL OPERATING RESULTS MAY BE AFFECTED BY MANY
FACTORS, INCLUDING, BUT NOT LIMITED TO, INCREASED COSTS, LOWER THAN
ANTICIPATED REVENUES, CHANGES IN EMPLOYEE RELATIONS, APPLICABLE
GOVERNMENTAL REGULATION, ECONOMIC AND DEMOGRAPHIC TRENDS, AND
COMPETITION.

Inability to Finance the System; System Completion Risk
As described under the heading KAREGNONDI WATER AUTHORITY SYSTEM, the
System is intended initially to supply raw water for customers of the Genesee System and the

Flint System. If for any reason the Issuer is unable to acquire, construct, complete or place the
System in service, the System facilities to be financed with the proceeds of the Bonds will not be
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useful to the Genesee System or the Flint System unless Genesee and/or Flint constructs its own
pipeline. At this time, it is unclear whether Genesee and/or Flint would undertake constructing
its own pipeline.

The rates and charges currently established by Genesee and Flint are projected to be
sufficient to pay the Contractual Payments and their share of the principal of and interest on the
Bonds. However, if the System is not placed in service, the additional costs associated with
paying for the debt service on the Bonds without a tangible benefit to be derived from the System
could ultimately have an adverse effect on the ability of Genesee and Flint to generate sufficient
revenues from the customers of their respective water supply systems and their ability to pay
their share of debt service on the Bonds.

In order to provide customers for the System, the County Agency and Flint have entered
into the Water Purchase Contracts. Genesee and Flint have also entered into the Contract, under
which they are responsible for paying their respective share of the Bonds and the second series of
the System Bonds to be issued to finance the costs of the remaining System facilities
(approximately $80,000,000). Genesee’s share of the Bonds and the approximately $80,000,000
of the second series of the System Bonds will be the entire amount if Flint fails to fulfill its
obligation to pay its Contractual Payments under the Contract for any reason.

Genesee and Flint each faces potential exposure to its general fund and to the rates and
charges to be paid by its water customers served by the Genesee System and Flint System,
respectively, for the debt service associated with the Genesee Bonds (only in the case of
Genesee) and up to an estimated $300,000,000 for the System Bonds if for any reason the
remaining System facilities are not completed. The remaining System facilities could fail to be
completed because of an inability to gain market access for the financing for all or part of such
facilities, cost overruns in construction, or acts of God.

Genesee intends for its obligations with respect to the Genesee Bonds and the System to
be paid for by rates and charges from the users of the Genesee System. If Flint fails to pay its
share of the System Bonds, either from rates and charges to users of the Flint System or from its
general fund, Genesee would be responsible for making up the shortfall. If Genesee’s general
fund is needed to pay a significant portion of the System Bonds, it could cause significant
financial strain on Genesee.

As noted under the heading KAREGNONDI WATER AUTHORITY SYSTEM, in order
for Flint to provide finished water to its customers, it needs to undertake approximately
$8,000,000 in improvements to its existing water treatment plant. If Flint is unable to timely
complete such improvements for any reason (including without limitation, a referendum on the
financing, an inability to gain market access for the financing for the improvements, cost
overruns in construction, or acts of God), Flint may be unable to generate sufficient rates and
charges from its customers to cover its share of the debt service on the System Bonds as provided
in the Contract. Without sufficient rates and charges, it is unclear whether Flint’s general fund
will have sufficient funds to fulfill its obligations under the Contract, which in turn could strain
Genesee’s general fund or the amount of rates and charges to be charged to Genesee’s customers.
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Finally, similar to Flint, Genesee needs to construct a water treatment plant, reservoir,
pump station and 5 miles of watermain at an estimated cost of $60,000,000 as described under
the heading KAREGNONDI WATER AUTHORITY SYSTEM in order to provide finished
water to its customers. If Genesee is unable to timely complete the new treatment plant,
reservoir, pump station and watermain for any reason (including without limitation, an inability
to gain market access for the financing, cost overruns in construction, or acts of God), Genesee
may be unable to generate sufficient rates and charges from its customers to cover its share of the
debt service on the System Bonds as provided in the Contract, which could strain Genesee’s
general fund.

Financial Condition of the City of Flint and Genesee for future Obligations to Issuer

Flint is currently operating under a State-appointed Emergency Manager under the Local
Financial Stability and Choice Act, Act No. 436, Public Acts of Michigan, 2012 (“Act 436”).
Flint’s options to improve its fiscal health are limited. The United States Bankruptcy Code, 11
U.S.C. Section 101, et. seq. (the “Bankruptcy Code”) does not authorize municipalities to be
subject to involuntary bankruptcy cases. Flint must be specifically authorized to be a debtor
under chapter 9 of the Bankruptcy Code by State law or by a governmental officer or
organization empowered by State law to authorize Flint to be a debtor under chapter 9 of the
Bankruptcy Code. Act 436 provides such authorization after Flint first complies with certain
requirements set forth therein. The effect of a Flint bankruptcy on its obligations to the Issuer is
unknown at this time, including without limitation its obligations to continue to make payments
to the Issuer under its Water Purchase Contract with the Issuer and under the Contract. If Flint
fails to fulfill its payment obligations under the Contract for any reason, including a bankruptcy
filing by Flint, Genesee will be required to pay Flint’s share of the debt service on the System
Bonds. While this provides protection for the Issuer, such payments could cause significant
financial strain on the general fund of Genesee and the net revenues of the Genesee System,
potentially limiting the extent of this protection. Similarly, if Flint fails to fulfill its payment
obligation under its Water Purchase Contract, the Issuer could be obligated to continue supplying
raw water to Flint without payment for a period of 60 days, or longer in the event of a Flint
bankruptcy case.

For a discussion of litigation that could affect Flint’s financial condition and the rates that
are charged to customers of the Flint System, see the heading LITIGATION — Other Litigation
herein, and for a discussion of the financial condition of Flint see the information under the
heading “Update on City of Flint Financial Position” in APPENDIX C.

Although no Act 436 proceedings have ever occurred with respect to Genesee, nor has
the Michigan Department of Treasury ever indicated the intent to begin such proceedings, if
Genesee were to experience severe financial difficulties, the same analysis that applies to Flint
applies with respect to the County Agency’s and Genesee’s respective obligations under the
Water Purchase Contract and the Contract.
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LITIGATION
Pending Litigation

The Issuer has no litigation pending or, to its knowledge, threatened, wherein an
unfavorable decision, ruling or finding would adversely affect the issuance of the Bonds or
materially affect the Issuer’s ability to pay the principal of and interest on the Bonds.

Other Litigation

Flint Health Care Retirement Benefits

Flint’s Emergency Manager has issued several orders under Act 436 which modified
existing contracts and collective bargaining agreements with respect to health care benefits of
municipal retirees. While the modifications stand to save Flint $5 million per year and potentially
more in future years, the changes also shift some out-of-pocket medical expenses to retirees.

As a result of such orders, a class action lawsuit has been filed by individual retired
municipal workers, their eligible spouses, dependents, and the United Retired Governmental
Employees (“URGE”), an organization that represents the interests of municipal retirees
(collectively, the “Plaintiffs”) seeking injunctive relief and damages under 42 U.S.C. § 1983,
against Flint, its current and former Emergency Managers, its Retirement Officer Manager, and
its Finance Director (collectively, “Defendants”). (Welch et al v. Brown, et al. Case No.12-
13808, Judge Arthur Tarnow, ED Michigan). According to Plaintiffs, Defendants violated the
Contract and Bankruptcy Clauses of the United States Constitution and deprived them of a
property interest without due process or just compensation. The class has not yet been certified
by the federal district court.

Plaintiffs requested a preliminary injunction to enjoin Defendants from modifying the
contracts and ordinances governing their health-care benefits and to restore any already modified
agreements to the status quo ante. Defendants maintain that reducing retiree benefits is a
necessary change to avoid bankruptcy. The federal district court was not persuaded by
Defendants’ position based on the evidence and argument presented and granted preliminary
injunctive relief to the Plaintiffs. Defendants appealed to the United States Court of Appeals for
the Sixth Circuit. The Sixth Circuit reviewed the matter and affirmed the district court’s order
granting preliminary injunctive relief. (COA Case # 13-1476 decided 1/3/14).

The Sixth Circuit made clear the door remains open for Flint to prove its case, stating that
“additional fact finding may illuminate whether the orders were indeed appropriate under the
circumstances of this case.” The Welch case comes down to whether Flint’s modifications of
retiree healthcare benefits were reasonable and necessary to remedy the economic problems
facing Flint. In order to prove that, Flint must show that the modifications were virtually the
only choice it had to avoid significant social harm, including:

1. That bankruptcy was/is imminent if the changes were not made;
2. That Flint was/is contemplating bankruptcy if it cannot modify
the retiree healthcare benefits;
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3. That alternative strategies to addressing the economic problems
have been considered and will not work to address the economic
problems; and

4. That the alternatives proposed by the Plaintiffs to address the
economic problems will not work.

Flint intends to vigorously contest this litigation and pursue all available remedies to have
the orders of the Emergency Manager sustained. If the Plaintiffs ultimately prevail in this
litigation, Flint projects that it will incur an additional $5 million annually for retiree health care
costs and that it will be in an extremely precarious financial position, with insufficient resources
to meet basic functions. This projection of $5 million in additional costs could increase
significantly based on future increases in premium costs that the City’s modifications require be
borne by retirees. The health care changes as well as all of the other changes made by the
Emergency Manager were deemed to be necessary for Flint to avoid insolvency. Flint is unable
to predict the outcome of this litigation at this time. See the information under the heading
“Update on City of Flint Financial Position” in APPENDIX C.

Flint Water Rates

On August 15, 2011, the Mayor of Flint directed a rate increase for Flint’s water and
sewer rates because the City was spending more to provide water and sewer services than it was
receiving in user funds. Flint increased rates for 2012 by approximately 35 percent. The
President of the Flint Council, William Kincaid, and others filed an original action in the
Michigan Court of Appeals, Kincaid v City of Flint, alleging that the fee increases were
unconstitutional taxes levied without the approval of the electors of Flint that violated the
Headlee Amendment to the Michigan Constitution. Flint filed a motion for summary disposition,
arguing that there was no issue of fact that the fees charged were proportionate to the costs of
providing water and sewer service, and as such were valid user fees, not taxes. Flint introduced
evidence that the fee increases were required to pay the projected costs of the water and sewer
systems for Fiscal Year 2012. The Michigan Court of Appeals agreed that the water and sewer
fees charged by the City were valid user fees, not disguised taxes, as they were proportionate to
the costs of providing service. As such, the Headlee Amendment did not apply. The plaintiffs
filed an application for leave to appeal the decision to the Michigan Supreme Court, and for
peremptory reversal of the Court of Appeals’ decision. The Supreme Court denied the
application for leave to appeal.

The plaintiffs then filed an action in Genesee County Circuit Court alleging that water
rate increases which were accomplished by a directive dated August 15, 2011 were implemented
in a manner that was in violation of a Flint ordinance which required that action to modify water
rates be done on or before April 15 of the year in which it was to take effect. Additionally, the
plaintiffs alleged that the City failed to create a first lien in favor of bondholders for water and
sewer funds, as required by the Revenue Bond Act (Act 94, Public Acts of Michigan, 1933, as
amended). The Court granted Flint’s motion for summary disposition, finding that the powers of
the Emergency Manager pursuant to Act 4, Public Acts of Michigan, 2011 rendered the alleged
violation of the Flint ordinance moot and dismissed the claim with respect to the Revenue Bond
Act. The plaintiffs have since filed an appeal with the Court of Appeals, which is currently
pending. Flint is unable to predict the outcome of this litigation at this time.
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TAX MATTERS

In the opinion of Miller, Canfield, Paddock and Stone, P.L.C., Bond Counsel, under
existing law, the interest on the Bonds is excludable from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations. It should be noted, however, that with respect to
corporations (as defined for federal income tax purposes) such interest is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax
imposed on such corporations. Bond Counsel is also of the opinion that, under existing law, the
Bonds and the interest thereon are exempt from all taxation by the State of Michigan or by any
taxing authority within the State of Michigan, except inheritance and estate taxes and taxes on
gains realized from the sale, payment or other disposition thereof. Bond Counsel will express no
opinion regarding any other federal or state tax consequences arising with respect to the Bonds
and the interest thereon.

The opinion on federal and State of Michigan tax matters is based on the accuracy of
certain representations and certifications, and continuing compliance with certain covenants, of
the Issuer contained in the transcript of proceedings and which are intended to evidence and
assure the foregoing, including that the Bonds are and will remain obligations the interest on
which is excludable from gross income for federal and State of Michigan income tax purposes.
The Issuer has covenanted to take the actions required of it for the interest on the Bonds to be
and to remain excludable from gross income for federal income tax purposes, and not to take any
actions that would adversely affect that exclusion. Bond Counsel’s opinion assumes the
accuracy of the Issuer’s certifications and representations and the continuing compliance with the
Issuer’s covenants. Noncompliance with these covenants by the Issuer may cause the interest on
the Bonds to be included in gross income for federal income tax purposes retroactively to the
date of issuance of the Bonds. After the date of issuance of the Bonds, Bond Counsel will not
undertake to determine (or to so inform any person) whether any actions taken or not taken, or
any events occurring or not occurring, or any other matters coming to Bond Counsel’s attention,
may adversely affect the exclusion from gross income for federal and State of Michigan income
tax purposes of interest on the Bonds or the market prices of the Bonds.

The opinion of Bond Counsel is based on current legal authority and covers certain
matters not directly addressed by such authority. It represents Bond Counsel’s legal judgment as
to the excludability of interest on the Bonds from gross income for federal and State of Michigan
income tax purposes but is not a guarantee of that conclusion. The opinion is not binding on the
Internal Revenue Service (“IRS”) or any court. Bond Counsel cannot give and has not given any
opinion or assurance about the effect of future changes in the Internal Revenue Code of 1986, as
amended (the “Code”), the applicable regulations, the interpretations thereof or the enforcement
thereof by the IRS.

Ownership of the Bonds may result in collateral federal income tax consequences to
certain taxpayers, including, without limitation, corporations subject to the branch profits tax,
financial institutions, certain insurance companies, certain S corporations, individual recipients
of Social Security or Railroad Retirement benefits and taxpayers who may be deemed to have
incurred (or continued) indebtedness to purchase or carry the Bonds. Bond Counsel will express
no opinion regarding any such consequences.
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Tax Treatment of Accruals on Original Issue Discount Bonds

Under existing law, if the initial public offering price to the public (excluding bond
houses and brokers) of a Bond is less than the stated redemption price of such Bonds at maturity,
then such Bond is considered to have “original issue discount” equal to the difference between
such initial offering price and the amount payable at maturity (such Bonds are referred to as
“OID Bonds”). Such discount is treated as interest excludable from federal gross income to the
extent properly allocable to each registered owner thereof. The original issue discount accrues
over the term to maturity of each such OID Bond on the basis of a constant interest rate
compounded at the end of each six-month period (or shorter period) from the date of original
issue with straight-line interpolations between compounding dates. The amount of original issue
discount accruing during each period is added to the adjusted basis of such OID Bonds to
determine taxable gain upon disposition (including sale, redemption or payment on maturity) of
such OID Bonds.

The Code contains certain provisions relating to the accrual of original issue discount in
the case of purchasers of OID Bonds who purchase such OID Bonds after the initial offering of a
substantial amount thereof. Owners who do not purchase such OID Bonds in the initial offering
at the initial offering prices should consult their own tax advisors with respect to the tax
consequences of ownership of such OID Bonds.

All holders of the OID Bonds should consult their own tax advisors with respect to the
allowance of a deduction for any loss on a sale or other disposition of an OID Bond to the extent
such loss is attributable to accrued original issue discount.

Amortizable Bond Premium

For federal income tax purposes, the excess of the initial offering price to the public
(excluding bond houses and brokers) at which a Bond is sold over the amount payable at
maturity thereof constitutes for the original purchasers of such Bonds (collectively, the “Original
Premium Bonds”) an amortizable bond premium. Bonds other than Original Premium Bonds
may also be subject to an amortizable bond premium determined generally with regard to the
taxpayer’s basis (for purposes of determining loss on a sale or exchange) and the amount payable
on maturity or, in certain cases, on an earlier call date (such bonds being referred to herein
collectively with the Original Premium Bonds as the “Premium Bonds”). Such amortizable bond
premium is not deductible from gross income. The amount of amortizable bond premium
allocable to each taxable year is generally determined on the basis of the taxpayer’s yield to
maturity determined by using the taxpayer’s basis (for purposes of determining loss on sale or
exchange) of such Premium Bonds and compounding at the close of each six-month accrual
period. The amount of amortizable bond premium allocable to each taxable year is deducted
from the taxpayer’s adjusted basis of such Premium Bonds to determine taxable gain upon
disposition (including sale, redemption or payment at maturity) of such Premium Bonds.

All holders of the Premium Bonds should consult with their own tax advisors as to the
amount and effect of the amortizable bond premium.
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Market Discount

The “market discount rules” of the Code apply to the Bonds. Accordingly, holders
acquiring their Bonds subsequent to the initial issuance of the Bonds will generally be required to
treat market discount recognized under the provisions of the Code as ordinary taxable income (as
opposed to capital gain income). Holders should consult their own tax advisors regarding the
application of the market discount provisions of the Code and the advisability of making any of
the elections relating to market discount allowed by the Code.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid after March 31, 2007 on tax-
exempt obligations, including the Bonds. In general, such requirements are satisfied if the
interest recipient completes, and provides the payor with, a Form W-9, “Request for Taxpayer
Identification Number and Certification,” or unless the recipient is one of a limited class of
exempt recipients, including corporations. A recipient not otherwise exempt from information
reporting who fails to satisfy the information reporting requirements will be subject to “backup
withholding,” which means that the payor is required to deduct and withhold a tax from the
interest payment, calculated in the manner set forth in the Code. For the foregoing purpose, a
“payor” generally refers to the person or entity from whom a recipient receives its payments of
interest or who collects such payments on behalf of the recipient.

If an owner purchasing the Bonds through a brokerage account has executed a Form W-9
in connection with the establishment of such account no backup withholding should occur. In
any event, backup withholding does not affect the excludability of the interest on the Bonds from
gross income for federal income tax purposes. Any amounts withheld pursuant to backup
withholding would be allowed as a refund or a credit against the owner’s federal income tax once
the required information is furnished to the IRS.

Future Developments

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the
Bonds and, unless separately engaged, bond counsel is not obligated to defend the Issuer in the
event of an audit examination by the IRS. The IRS has a program to audit tax-exempt
obligations to determine whether the interest thereon is includible in gross income for federal
income tax purposes. If the IRS does audit the Bonds, under current IRS procedures, the IRS
will treat the Issuer as the taxpayer and the beneficial owners of the Bonds will have only limited
rights, if any, to obtain and participate in judicial review of such audit.

NO ASSURANCE CAN BE GIVEN THAT ANY FUTURE LEGISLATION OR
CLARIFICATIONS OR AMENDMENTS TO THE CODE, IF ENACTED INTO LAW, WILL
NOT CONTAIN PROPOSALS WHICH COULD CAUSE THE INTEREST ON THE BONDS
TO BE SUBJECT DIRECTLY OR INDIRECTLY TO FEDERAL OR STATE OF MICHIGAN
INCOME TAXATION, ADVERSELY AFFECT THE MARKET PRICE OR
MARKETABILITY OF THE BONDS, OR OTHERWISE PREVENT THE HOLDERS FROM
REALIZING THE FULL CURRENT BENEFIT OF THE STATUS OF THE INTEREST
THEREON. BOND COUNSEL EXPRESSES NO OPINION REGARDING ANY PENDING
OR PROPOSED FEDERAL OR STATE OF MICHIGAN TAX LEGISLATION.
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FURTHER, NO ASSURANCE CAN BE GIVEN THAT ANY ACTIONS OF THE
INTERNAL REVENUE SERVICE, INCLUDING, BUT NOT LIMITED TO, SELECTION OF
THE BONDS FOR AUDIT EXAMINATION, OR THE COURSE OR RESULT OF ANY
EXAMINATION OF THE BONDS, OR OTHER BONDS WHICH PRESENT SIMILAR TAX
ISSUES, WILL NOT AFFECT THE MARKET PRICE OF THE BONDS.

INVESTORS SHOULD CONSULT WITH THEIR TAX ADVISORS AS TO THE TAX
CONSEQUENCES OF THEIR ACQUISITION, HOLDING OR DISPOSITION OF THE
BONDS, INCLUDING THE IMPACT OF ANY PENDING OR PROPOSED FEDERAL OR
STATE OF MICHIGAN TAX LEGISLATION.

APPROVAL BY THE MICHIGAN DEPARTMENT OF TREASURY

The Issuer has received a letter from the Department of Treasury of the State of
Michigan, dated February 28, 2014, approving the issuance of the Bonds as provided in the
Revised Municipal Finance Act, Act No. 34, Public Acts of Michigan, 2001, as amended.

BOND COUNSEL’S RESPONSIBILITY

The fees of Miller, Canfield, Paddock and Stone, P.L.C. (“Bond Counsel”) for services
rendered in connection with its approving opinion are expected to be paid from Bond proceeds.
Except to the extent necessary to issue its approving opinion as to the validity of the Bonds and
tax matters relating to the Bonds and the interest thereon, and except as stated below, Bond
Counsel has not been retained to examine or review, and has not examined or reviewed, any
financial documents, statements or materials that have been or may be furnished in connection
with the authorization, issuance or marketing of the Bonds and accordingly will not express any
opinion with respect to the accuracy or completeness of any such financial documents,
statements or materials.

Bond Counsel has reviewed the statements in this Official Statement under the headings
entitled “PURPOSE,” “SECURITY,” “THE BONDS,” “PRIOR REDEMPTION OF BONDS,”
“TRANSFER  OUTSIDE BOOK-ENTRY-ONLY SYSTEM,” “TAX MATTERS,”
“APPROVAL BY THE MICHIGAN DEPARTMENT OF TREASURY,” “BOND
COUNSEL’S RESPONSIBILITY,” and “CONTINUING DISCLOSURE” (first two paragraphs
only). Bond Counsel has not been retained to review and has not reviewed any other portions of
the Official Statement for accuracy or completeness, and has not made inquiry of any official or
employee of the Issuer or any other person and has made no independent verification of such
other portions hereof, and further has not expressed and will not express an opinion or belief as
to any such other portions hereof.

CONTINUING DISCLOSURE

Prior to the delivery of the Bonds, the Issuer and each Local Unit will execute a
Continuing Disclosure Undertaking (individually an “Undertaking” and collectively, the
“Undertakings”) for the benefit of the holders of the Bonds or Beneficial Owners to send certain
information annually and to provide notice of certain events to certain information repositories
pursuant to the requirements of Rule 15¢2-12(b)(5) (the “Rule”) adopted by the Securities and
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Exchange Commission under the Securities Exchange Act of 1934. The information to be
provided on an annual basis, the events which will be noticed on an occurrence basis, and the
other terms of the Undertaking are set forth in APPENDIX E-FORM OF CONTINUING
DISCLOSURE UNDERTAKINGS to this Official Statement.

A failure by the Issuer or a Local Unit to comply with its Undertaking will not constitute
an event or default under the Resolution authorizing the issuance of the Bonds and holders of the
Bonds or Beneficial Owners are limited to the remedies described in the Undertakings.

Genesee discovered in the summer of 2013 it had failed to comply with certain of its
continuing disclosure obligations under previous undertakings entered into pursuant to the Rule
with respect to annual information filings required for fiscal years 2008-2010. Genesee was
required to file this information within a period of time specified in each previous undertaking
after the end of the fiscal year which ends on September 30. The filings were subsequently made
for fiscal year 2008 in December 2010, for fiscal year 2009 in June 2010 and for fiscal year 2010
in December 2011 for the Genesee’s sewer, water supply, capital improvement and general
obligation bonds. The filings for fiscal years 2008-2010 were subsequently made for the Issuer’s
building authority bonds on July 23, 2013. Genesee has filed its annual audited financial
statements for fiscal years 2011 and 2012 on a timely basis.

In addition, Genesee failed to provide notice of certain underlying rating changes that
occurred in 2010 affecting its sewer, water supply, building authority, capital improvement and
general obligation bonds. Genesee subsequently filed notice of these rating changes and the
current ratings on those bonds with a filing dated July 16, 2013. Furthermore, Genesee failed to
provide notice of certain insured rating downgrades affecting its sewer, water supply and
building authority bonds, of which Genesee was not separately notified by the relevant rating
agencies, and which resulted from a series of widely reported downgrades of the applicable
municipal bond insurer for those bonds. Genesee subsequently filed notice of these rating
changes and the current ratings on those bonds with a filing dated July 16, 2013. Genesee has
taken steps to assure that it will comply with its Undertaking and its previous undertakings,
including the annual filing requirements, in the future. Genesee entered into an agreement in
October, 2011 with Stauder, Barch & Associates, Inc. to serve as disclosure agent and assist
Genesee in completing all required filings on a timely basis.

Flint has not entered into any previous continuing disclosure undertakings under the Rule.

A failure by the Issuer or either Local Unit to comply with its Undertaking must be
reported by the Issuer or such Local Unit in accordance with the Rule and must be considered by
any broker, dealer or municipal securities dealer before recommending the purchase or sale of
the Bonds in the secondary market. Consequently, such failure may adversely affect the
transferability and liquidity of the Bonds and their market price.

LEGAL OPINION

Legal matters incident to the authorization, issuance and sale of the Bonds are subject to
the approval of Miller, Canfield, Paddock and Stone, P.L.C., attorneys of Detroit, Michigan,
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Bond Counsel. A copy of the opinion of Bond Counsel will be furnished with the Bonds, which
opinion will be substantially in the form set forth in APPENDIX F.

FINANCIAL ADVISOR

Stauder, Barch & Associates, Inc., Ann Arbor, Michigan, (the “Financial Advisor”) has
been retained by the Issuer to provide certain financial advisory services including, among other
things, preparation of portions of the deemed “final” Preliminary Official Statement and the final
Official Statement (the “Official Statements™). The information contained in the Official
Statements was prepared in part by the Financial Advisor and is based on information supplied
by various officials from records, statements and reports required by various local county or state
agencies of the State of Michigan in accordance with constitutional or statutory requirements.

To the best of the Financial Advisor’s knowledge, all of the information contained in the
Official Statements, which it assisted in preparing, while it may be summarized is (i) complete
and accurate; (ii) does not contain any untrue statement of material fact; and (iii) does not omit
any material fact, or make any statement which would be misleading in light of the
circumstances under which these statements are being made. However, the Financial Advisor
has not and will not independently verify the completeness and accuracy of the information
contained in the Official Statements.

The Financial Advisor’s duties, responsibilities and fees arise solely from that as financial
advisor to the Issuer and they have no secondary obligations or other responsibility. The
Financial Advisor’s fees are expected to be paid from Bond proceeds.

UNDERWRITING

The Bonds are being purchased by the Underwriters listed on the cover page of this
Official Statement. The Underwriters have agreed, subject to certain conditions, to purchase all
of the Bonds from the Issuer at an underwriters’ discount of $946,374.90 from the initial offering
prices set forth in this Official Statement. The Underwriters are obligated to purchase all of the
Bonds, if any are purchased, the obligation to make such purchase being subject to certain terms
and conditions set forth in the Bond Purchase Agreement with respect to the Bonds, the approval
of certain legal matters by counsel and certain other conditions. The initial public offering prices
of the Bonds may be changed from time to time by the Underwriters. The Bonds may be offered
and sold by the Underwriters to certain dealers (including dealers depositing the Bonds in unit
investment trusts, some of which may be managed by the Underwriters) and certain dealer banks
and banks acting as agents at prices lower than the public offering prices set forth in this Official
Statement.

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the Bonds, has entered
into a negotiated dealer agreement (“Dealer Agreement”) with Charles Schwab & Co., Inc.
(“CS&Co.”) for the retail distribution of certain securities offerings, at the original issue prices.
Pursuant to the Dealer Agreement (if applicable to this transaction), CS&Co. will purchase
Bonds from JPMS at the original issue price less a negotiated portion of the selling concession
applicable to any Bonds that CS&Co. sells.
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Wells Fargo Securities is the trade name for certain securities-related capital markets and
investment banking services of Wells Fargo & Company and its subsidiaries, including Wells
Fargo Bank, National Association (“WFBNA”). WFBNA, one of the underwriters of the Bonds,
has entered into an agreement (the “Distribution Agreement”) with its affiliate, Wells Fargo
Advisors, LLC (“WFA”), for the distribution of certain municipal securities offerings, including
the Bonds.  Pursuant to the Distribution Agreement, WFBNA will share a portion of its
underwriting or remarketing agent compensation, as applicable, with respect to the Bonds with
WFA. WFBNA also utilizes the distribution capabilities of its affiliates, Wells Fargo Securities,
LLC (“WFSLLC”) and Wells Fargo Institutional Securities, LLC (“WFIS”), for the distribution
of municipal securities offerings, including the Bonds. In connection with utilizing the
distribution capabilities of WFSLLC, WFBNA pays a portion of WFSLLC’s expenses based on
its municipal securities transactions. WFBNA, WFSLLC, WFIS, and WFA are each wholly-
owned subsidiaries of Wells Fargo & Company.

The Underwriters and their respective affiliates are full service financial institutions
engaged in various activities, which may include securities trading, commercial and investment
banking, financial advisory, investment management, principal investment, hedging, financing
and brokerage activities. The Underwriters have, from time to time, and may in the future
perform, various investment banking services for the Issuer for which it received or will receive
customary fees and expenses.

In the ordinary course of its various business activities, the Underwriters and their
respective affiliates may make or hold a broad array of investments and actively trade debt and
equity securities (or related derivative securities) and financial instruments (which may include
bank loans and/or credit default swaps) for their own account and for the accounts of their
customers and may at any time hold long and short positions in such securities and instruments.
Such investment and securities may involve securities and instruments of the Issuer.

RATING

Moody’s Investors Service has assigned the Bonds a rating of “A2,” and Standard &
Poor’s Ratings Service, a division of The McGraw-Hill Companies, Inc., has assigned the Bonds
a rating of “A+.” No application was made to any other rating agency for the purpose of
obtaining an additional rating on the Bonds. Any explanation of the significance of each such
rating may only be obtained from the rating agency. Generally, a rating agency bases its rating
on such information and materials and on investigations, studies and assumptions by the rating
agency. There is no assurance that such rating will continue for any given period of time or that
it will not be revised downward or withdrawn entirely by such rating agency, if in the judgment
of the rating agency circumstances so warrant. Any such downward revision or withdrawal of
such rating may have an adverse effect on the market price of the Bonds.
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OTHER MATTERS

All information contained in this Official Statement is subject, in all respects, to the
complete body of information contained in the original sources thereof. In particular, no opinion
or representation is rendered as to whether any projection will approximate actual results, and all
opinions, estimates and assumptions, whether or not expressly identified as such, should not be
considered statements of fact.

KAREGNONDI WATER AUTHORITY

By: /s/ Jeffrey Wright
Jeffrey Wright, Chief Executive Officer
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APPENDIX A

COUNTY OF GENESEE

GENERAL FINANCIAL INFORMATION

AREA
The County of Genesee covers an area of approximately 643 square miles.
POPULATION

The population of the County is as follows:

2010 U.S. Census 425,790
2000 U.S. Census 436,141
1990 U.S. Census 430,459

PROPERTY VALUATIONS

Article IX, Section 3, of the Michigan Constitution, limits the proportion of true cash value at which property
can be assessed to a percentage not to exceed 50% of true cash value. The Michigan Legislature by statute has provided
that property shall be assessed at 50% of its true cash value, except as described in the paragraphs below. The Michigan
Legislature or the electorate may at some future time reduce the percentage below 50% of true cash value.

On March 15, 1994, the electors of the State approved an amendment to the Michigan Constitution permitting
the Legislature to authorize ad valorem taxes on a non-uniform basis. The legislation implementing this constitution
amendment added a new measure of property value known as “taxable value.” Since 1995, taxable property has had two
valuations -- State equalized valuation (“SEV”) and taxable value. Property taxes are levied on taxable value. Generally,
the taxable value of property is the lesser of (a) the taxable value of property in the immediately preceding year, adjusted
for losses, multiplied by the lesser of the inflation rate or 1.05, plus additions, or (b) the property’s current SEV. Under
certain circumstances, therefore, the taxable value of property may be different from the same property’s SEV. When
property is sold or transferred, taxable value is adjusted to the SEV, which under existing law is 50% of the current true
cash value. The taxable value and SEV of new construction is equal to current SEV. The taxable value and SEV of
existing property are also adjusted annually for additions and losses.

Responsibility for assessing taxable property rests with the local assessing officer of each township and city.
Any property owner may appeal the assessment to the local assessor, the local Board of Review and ultimately to the
Michigan Tax Tribunal.

In addition to limiting the annual increase in taxable value, the Michigan Constitution mandates a system of
equalization for assessments. Although the assessors for each local unit of government within a county are responsible
for actually assessing at 50% of true cash value, adjusted for taxable value purposes, the final SEV and taxable value
are arrived at through several steps. Assessments are established initially by the municipal assessor. Municipal
assessments are then equalized to the 50% levels as determined by the County Department of Equalization. Thereafter,
the State equalizes the various counties in relation to each other. SEV is important, aside from its use in determining
taxable value for the purpose of levying ad valorem property taxes, because of its role in the spreading of taxes between
overlapping jurisdictions, the distribution of various State aid programs, State revenue sharing and in the calculation of
debt limits.

Property that is exempt from property taxes (e.g., churches, governmental property, public schools) is not
included in the SEV or taxable value data in this Official Statement. Property granted tax abatements under Act 198,
Public Acts of Michigan, 1974, as amended, is recorded on a separate tax roll which is subject to tax abatement. The
valuation of tax abated property is based upon SEV but is not included in either the SEV or taxable value data in this
Official Statement except as noted.



Historical Valuation

State Equalized Taxable

Year Valuation Valuation

2013 $8,996,549,108 $8,591,144,574
2012 9,183,568,010 8,805,229,871
2011 9,950,805,569 9,450,208,638
2010 10,798,912,285 10,135,718,671
2009 12,466,321,796 11,386,079,390
2008 13,698,999,172 11,829,074,332
2007 14,156,934,349 11,849,655,646
2006 13,695,827,367 11,320,948,189

2013 Taxable Valuation
Plus: 2013 IFT Valuation

$8,591,144,574

62,645,572*
2013 Total Taxable Valuation $8.653,790,146

* Millage is levied at half rate against the IFT Taxable Valuation. See “Tax Abatements” below
Source: Genesee County Equalization Dept

Per Capita Valuation

2013 Per Capita Taxable Valuation $20,176.95
2013 Per Capita State Equalized Valuation $21,129.08
2013 Per Capita Estimated True Cash Valuation $42,258.15

Tax Abatements

Under the provisions of Act 198 of the Public Acts of Michigan, 1978 (“Act 198"), plant rehabilitation districts
and/or industrial development districts may be established. Businesses in these districts are offered certain property tax
incentives to encourage restoration or replacement of obsolete facilities and to attract new facilities in the area. The
industrial facilities tax (“IFT”) is paid, at a lesser effective rate and in lieu of ad valorem property taxes, in such facilities
for a period of up to 12 years. Qualifying facilities are issued abatement certificates for this period.

After expiration of the abatement certificate, the then-current SEV of the facility is returned to the ad valorem
tax roll. The owner of such facility may obtain a new certificate, provided it has complied with the provisions of Act
198.

The 2013 Taxable Value for all IFT abated property within the County is $62,645,572. The total for new IFT
Taxable Valuation is $57,658,772 and $4,986,800 is new Renaissance Zone IFT Taxable Valuation; millage is levied
at half the rate on the new amount. The total for rehab IFT Taxable Valuation is $3,100,000; millage is levied at full rate
on this amount.

Tax Increment Authorities

Act 450 of the Public Acts of Michigan, 1980, as amended, (the “TIFA Act”), Act 197 of the Public Acts of
Michigan, 1975, as amended, (the “DDA Act”), Act 281 of the Public Acts of Michigan, 1986, as amended, (the “LDFA
Act”) and Act 381 of the Public Acts of Michigan, 1996, as amended (the “BRDA Act”) (together the “TIF Acts”)
authorize the designation of specific districts known as Tax Increment Finance Authority (“TIFA”) Districts, Downtown
Development Authority (“DDA”) Districts, Local Development Finance Authority (“LDFA”) Districts or Brownfield
Redevelopment Authority (“BRDA”) Districts. Such districts are authorized to formulate tax increment financing plans
for public improvements, economic development, neighborhood revitalization and historic preservation within the
district.

Tax increment financing permits the TIFA, DDA, LDFA, or BRDA to capture tax revenues attributable to
increases in value (“TIF Captured Value”) of real and personal property located within an approved development area
while any tax increment financing plans by an established district are in place. These captured revenues are used by the
districts and are not passed on to the local taxing jurisdictions.
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Tax Base Composition

A breakdown of the County’s 2013 Taxable Valuation by class and use is as follows:

By Class Valuation Total
Real Property $7,922,862,283 92.22%
Personal Property 668.282.291 7.78
TOTAL $8.591,144,574 100.00%
By Use

Agricultural $122,092,317 1.42%
Commercial 1,712,997,352 19.94
Industrial 250,527,317 2.92
Residential 5,837,245,297 67.94
Personal Commercial 299,882,029 3.49
Personal Industrial 140,761,800 1.64
Personal/Utility 227,638,462 2.65
TOTAL $8.591,144,574 100.00%

Source: Genesee County Equalization Dept
Property Tax Reform Proposals

On December 20, 2012, Governor Snyder signed into law a package of bills reforming personal property tax
in Michigan. The legislation exempts commercial and industrial personal property of each owner with a combined
taxable value in a local taxing unit of less than $40,000 from ad valorem taxes beginning in 2014. All eligible
manufacturing personal property purchased or put into service beginning in 2013 and used more than 50% of the time
in industrial processing or direct integrated support becomes exempt beginning in 2016. The legislation extends certain
personal property tax exemptions and tax abatements for technology parks, industrial facilities and enterprise zones that
were to expire after 2012, until the newly enacted personal property tax exemptions take effect. The legislation
authorizes local units to specially assess commercial and industrial real property to replace revenue lost due to the
personal property tax exemptions for police, fire, ambulance and jail operations. The legislation also includes a formula
to reimburse certain local governments for a portion of lost personal property tax revenue from use tax moneys to the
extent the local unit has a reduction in taxable value of more than 2.3% as a result of the personal property tax
exemption. For such reimbursement provisions to become effective, however voters would need to approve a change
in the state distribution of use tax in the August 2014 primary election. If voters approve the redistribution, a portion
of the use tax would be directed to a newly created statewide Metropolitan Areas Metropolitan Authority which would
redistribute that revenue to qualifying local units. If voters fail to approve the use tax redistribution, the above personal
property tax reform acts will be repealed and the local reimbursement act and the special assessment act will not go into
effect. The final impact of this legislation cannot be determined at this time.

The ultimate nature, extent and impact of any other future amendments to Michigan's property tax laws on the
County’s finances cannot be predicted. Purchasers of the Bonds should consult with their legal counsel and financial
advisors as to the consequences of any such legislation on the market price or marketability of the Bonds, the security
therefor and the operations of the County.
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MAJOR TAXPAYERS

The ten major taxpayers in the County and their 2013 Taxable Valuation and Industrial Facilities Tax valuations
are as follows:

Taxable Total

Taxpayer Product/Service Valuation + IFT Valuation = Valuation
Consumers Energy Utility $221,742,449 $0 $221,742,449
General Motors Corp. Automotive 96,569,800 9,386,600 105,956,400
Genesee Valley Partners LP Investments 49,129,300 0 49,129,300
Wal-Mart/Sam's Club Retail/grocery 41,076,788 0 41,076,788
Edward Rose Assoc. ETAL Construction 25,660,242 0 25,660,242
Meijer Inc./Goodwill Co., Inc.  Retail/grocery 25,407,943 0 25,407,943
Comcast Retail cable 19,356,902 0 19,356,902
Magna Automotive 6,770,800 11,123,600 17,894,400
Michigan Electric Trans. Co. Utility 15,979,400 0 15,979,400
Kroger Grocery 14.617.238 0 14,617,238

TOTAL $516,310,862 $20,510,200 $536,821,062

The 2013 Taxable Valuations of the above taxpayers excluding IFT valuation represent 6.01% of the County’s
2013 Taxable Valuation of $8,591,144,574. The Total Valuations including IFT valuation represent 6.20% of the 2013
Total Taxable Valuation of $8,653,790,146.

TAX RATES (Per $1,000 of Valuation)

Each school district, county, township, special authority and city has a geographical definition which constitutes
a tax district. Since local school districts and the county overlap either a township or a city, and intermediate school
districts overlap local school districts and county boundaries, the result is many different tax rate districts.

Genesee County 2013 2012 2011 2010 2009 2008 2007
County Operating 5.5072 5.5072 5.5072 5.5072 5.5072 55072 5.5072
County Parks & Recreation  0.4847 0.4847 0.4847 0.4847 0.4847 0.4847  0.4847
County Paramedics 0.4847 0.4847 0.4847 0.4847 0.4847 0.4847  0.4847
Senior Services 0.7000 0.7000 0.7000 0.7000 0.7000 0.7000  0.7000
Uninsured Health Care 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000  1.0000
Veterans 0.1000 0.1000 0.0000 0.0000 0.0000 0.0000  0.0000
COUNTY'S TOTAL 8.2766 8.2766 8.1766 8.1766 8.1766 8.1766 8.1766
Other Tax Rates: 2013 2012 2011 2010 2009 2008 2007
Airport Authority 0.4847 0.4847 0.4847 0.4847 0.4847 0.4847  0.4847
District Library 0.9981 0.9981 0.9981 0.7481 0.7481 0.7481  0.7481
Genesee ISD 3.5341 3.5341 3.5341 3.5341 3.5341 3.5341  3.5341

Mott Community College 2.8596 2.8596 2.8596 2.6796 2.6796 2.6796  2.6796

TAX RATE LIMITATION
Article IX, Section 6, of the Michigan Constitution of 1963 provides in part:

“Except as otherwise provided in this Constitution, the total amount of general ad valorem taxes imposed upon real and
tangible personal property for all purposes in any one year shall not exceed 15 mills on each dollar of the assessed
valuation of property as finally equalized.”

Section 6 further provides that, by a majority vote of the qualified electors of a county, the 15 mill limitation may
be increased to a total not to exceed 18 mills, and that the millages of the local units involved shall then be permanently
fixed within that greater millage rate limitation.

Act 62, Public Acts of Michigan, 1933, as amended, defines “local units” as “counties, townships, villages, cities,
a first class school district (only Detroit schools), community college districts, intermediate school district, and all other
divisions, districts, and organizations of government that are or may be established by law and that have the power to levy
taxes against property located within their respective areas, except villages and cities for which there are provisions in
their charters or general law fixing maximum limits on the power to levy taxes against property.”
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The amount of mills allocated to the County, townships in the County and the intermediate school districts have
been fixed by vote as follows:

Units of Government Rates
County of Genesse 5.6800
Townships 1.0000
Intermediate School District 0.2000
TOTAL 6.8800

In addition, Article IX, Section 6, permits the levy of millage in excess of the above for operating purposes
for a specified period of time provided that said increase is approved by a majority of the qualified electors of the
local unit.

The County is authorized to levy the following tax rates:

2013
Millage Maximum Allowable Expiration
Authorized Millage after Rollback* Date of Levy

Operating 5.6800 5.5072 n/a
County Parks 0.4847 0.4847 12/31/2016
County Paramedics 0.4847 0.4847 12/31/2016
Senior Services 0.7000 0.7000 12/31/2015
Uninsured Health Care 1.0000 1.0000 12/31/2019
Veterans 0.1000 0.1000 12/31/2021

* See “CONSTITUTIONAL ROLLBACK AND ASSESSMENT CAPS” herein.
Source: Genesee County

CONSTITUTIONAL ROLLBACK AND ASSESSMENT CAPS

Article IX, Section 31 of the Michigan Constitution requires that if the total value of existing taxable property
(State Equalized Valuation) in a local taxing unit, exclusive of new construction and improvements, increases faster than
the U.S. Consumer Price Index from one year to the next, the maximum authorized tax rate for that local taxing unit must
be reduced through a Millage Reduction Fraction unless new millage is authorized by a vote of the electorate of the local
taxing unit.

TAX LEVIES AND COLLECTIONS

The County’s fiscal year begins October 1 and ends September 30. Its property taxes are due July 1 and
December 1 of each fiscal year and are payable without penalty or interest on or before the following September 14 and
February 14, respectively. All real property taxes remaining unpaid on March 1st of the year following the levy are turned
over to the County Treasurer for collection. Genesee County annually pays from its 100% Tax Payment Fund delinquent
taxes on real property to all taxing units in the County, including the County’s, shortly after the date delinquent taxes are
returned to the County Treasurer for collection.

A history of tax levies and collections for the County are as follows:

Fiscal Total Collections to Collections Plus Funding to
Year Tax Levy March 1, of Following Year September 30, of Following Year
2012 $77,487,325 $72,746,879 93.88% $77,487,325 100.00%
2011 83,767,765 78,101,948 93.24 83,767,765 100.00
2010 93,767,535 86,508,053 92.26 93,767,535 100.00
2009 97,004,331 90,979,934 93.79 97,004,331 100.00
2008 96,962,513 91,098,930 93.95 96,962,513 100.00

The 100% Tax Payment Fund is financed through the issuance of General Obligation Limited Tax Notes (GOLTNs)
by the County. The ability of the County to issue such GOLTNSs is subject to market conditions at the time of offering. In
addition, Act 206 of 1893, as amended, provides in part that: “The primary obligation to pay to the county the amount of taxes
and interest thereon shall rest with the local taxing units, and if the delinquent taxes which are due and payable to the county
are not received by the county for any reason, the county has full right of recourse against the taxing unit to recover the amount
thereof and interest thereon...” Each year, a tax sale is held by the County at which lands delinquent for taxes assessed in the

third year preceding the sale, or in a prior year, are sold for the total of the unpaid taxes of those years.
Source: Comprehensive Annual Financial Report and County of Genesee
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REVENUES FROM THE STATE OF MICHIGAN

The County receives revenue sharing payments from the State of Michigan under the State Revenue Sharing Act of
1971, as amended (the "Revenue Sharing Act"), on a per capita basis. The County's revenue sharing distribution is subject to
annual legislative appropriation and may be reduced or delayed by Executive Order during any State fiscal year in which the
Governor, with the approval of the State Legislature's appropriation committees, determines that actual revenues will be less than
the revenue estimates on which appropriations were based.

The State's ability to make revenue sharing payments to the County in the amounts and at the times specified in the
Revenue Sharing Act is subject to the State's overall financial condition and its ability to finance any temporary cash flow
deficiencies. Act 357, Public Acts of Michigan, 2004 ("Act 357") amended the General Property Tax Act to temporarily
eliminate statutory revenue sharing payments to counties by creating a reserve fund, against which counties could draw in lieu
of annual revenue sharing payments, paid for by the permanent advancement of the counties' property tax levy from December
to July each year, beginning in 2005. ("Revenue Sharing Reserve Fund") Under Act 357, a county would resume receiving state
revenue sharing payments in the first year in which the county's property tax revenue reserve was less than the amount the county
would have otherwise received in state revenue sharing payments. The County resumed receiving revenue sharing payments
during its fiscal year ended September 30, 2012.

Under the fiscal year 2014 budget, signed into law on June 13, 2013 by Governor Snyder, 80% of county revenue
sharing payment distributions are made pursuant to the Revenue Sharing Act and 20% are distributed through an incentive-based
program similar to the Economic Vitality Incentive Program established in fiscal year 2012 for cities, villages and townships.
The county program is known as the County Incentive Program ("CIP"), under which eligible counties may receive distributions
for complying with "best practices" such as increasing transparency and consolidating services. Eligible counties are those that
would be eligible to resume receiving state revenue sharing payments under Act 357. Under the fiscal year 2014 CIP, an eligible
county can receive (i) one-third of the money it is eligible for if it meets requirements for accountability and transparency,
including making a citizen's guide to its finances, a performance dashboard and a debt service report available for public viewing;
(i1) another one-third if it develops plans to increase its existing level of collaboration and consolidation, both internally and with
neighboring jurisdictions; and (iii) a final third if it develops and certifies an unfunded accrued liability plan. The unfunded
accrued liability plan, which replaced the requirement in fiscal year 2013 to modify employee compensation plans, must be
certified by June 1, 2014 for the County to receive all of the money that it is eligible for from the final component in clause (iii)
above. Any portion of the CIP that the County would be eligible to receive would be subject to certain benchmarks that the
County would need to meet, and there can be no assurance of what amount, if any, the County would receive under the CIP
program. The County anticipates meeting the requirements for clauses i, ii, and iii to receive fiscal year 2014 payments.

General Fund Revenues From the State

Prior to 2013 the County exhausted its Revenue Sharing Reserve Fund during the 2011/2012 fiscal year. The County
received $7,541,499 in State Revenue Sharing payments during FY 2012/2013 and will rely on the State of Michigan for future
Revenue Sharing payments for 2014 year estimates.

Fiscal Year Revenue Sharing
Ended September 30 Payments™**
2014 Estimate ! $7,901,562
2013 7,541,499
2012 7,487,510
2011 9,847,817
20102 10,548,185

**  Amounts do not include state gas and weight tax distributions.
! Estimate from the State of Michigan

2 The County's fiscal year revenues include draws from the revenue generated from the State-created reserve fund. See "County Reserve Fund" above.

Source: Web site http://treasury.state.mi.us

Purchasers of the Bonds should be alert to further modifications to revenue sharing payments to Michigan
local governmental units, to the potential consequent impact upon the County’s general fund condition, and to the
potential impact upon the market price or marketability of the Bonds resulting from changes in revenues received by
the County from the State.



LABOR FORCE

A breakdown of the number of employees of the County and their affiliation with organized groups is as follows:

Contract
Bargaining Unit Number Expiration
AFSCME

496-00 Clerical 239 09/30/2015

496-01 Technical 143 09/30/2015

496-02 GVRC Workers 20 04/01/2015

496-03 Drain Service 5 12/31/2015

496-10 Mobile Meals 17 09/30/2010%*

916-05 & 916-06 Sheriff Supervisory 28 12/31/2014

916-01, 02, 03, 04, 08, 09, 10 Supervisors 38 06/30/2015
P.O.AM.

(Police Officers & Jail Security) 208 06/30/2014
Judicial Secretaries Association 9 12/31/2014
Teamsters

Local 214 (Park Maintenance) 7 06/30/2015

Local 214 (Friend of the Court) 6 12/31/2013*
Professional Court Officers Association 34 12/31/2015
Non Union

Full-Time Employees 102 n/a

Seasonal Employees 206 n/a

Elected Officials 31 n/a
TOTAL 1,093

*In negotiations.

RETIREMENT PLANS

The County maintains two distinct retirement plans for its employees. A defined benefit plan is available in accordance
with the Genesee County Employees Retirement System Ordinance (the “GCERS Plan™). A defined contribution plan is
available in accordance with the Genesee County Defined Contribution Pension Plan (the “DC Plan”). All County employees,
except members of AFSCME Mobile Meals Drivers and AFSCME Seasonal Parks Employees, are participants in either the
GCERS Plan or the DC Plan. Employees hired prior to the effective date of the DC plan to their respective employee group,
which for most employees was July 1, 1996, were permitted to elect between the GCERS Plan and the DC Plan. Most employees
hired between 1996 and 2006 had the option of selecting the GCERS Plan or the DC Plan. All employees hired after 2006 must
select the DC Plan for retirement. For information regarding retirement plans, see APPENDIX B.

GCERS Plan - This is a contributory multi-employer defined benefit pension plan. County employees represented by
the various bargaining units are required to contribute from 0.5% to 9.0% of all compensation, including overtime. The County
provides contributions at actuarially determined rates. During 2013, employer contribution rates ranged from 16.87% to 53.48%
of covered payroll. For the year ending December 31, 2012, contributions from the multi-employers totaled $14,398,417 and
affected employees contributed $2,321,841 for an aggregate multi-employer/employee total of $16,720,258.

DC Plan - This is a contributory, single employer defined contribution plan with assets of $104,345,310 as of September
30,2012. County employees are required to contribute between 3.0% and 7.0% of covered payroll. The County offers a defined
contribution pension plan as an alternative to the defined benefit pension plan. The International City Managers Association
(ICMA) Retirement Corporation administers the plan, and the County Board of Commissioners has authority over plan provisions
and contribution requirements. All employees are eligible to participate in this plan, if not participating in the Defined Benefit
Plan. The County is required to contribute 8 to 10% of eligible employees' annual covered payroll, and employees are required
to contribute between 3% and 7% of covered payroll. Employees are vested after 5 years of service. During the year ended
September 30, 2013, employer and employee contributions to the plan were $2,705,916 and $1,617,428, respectively.

Other Post-Retirement Benefits - The County performed an actuarial valuation of the other post-retirement benefits
liability for the year ended September 30, 2012. At that time the actuarial accrued liability was determined to be $308,208,023
and the funding value assets was $43,313,587, resulting in an unfunded actuarial accrued liability of $264,894,436. The annual
required contribution (ARC) as a percentage of payroll (based on 30-year amortization of the unfunded liability) was 50.15%
or $18,549,049.
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The County has been working to systematically increase contributions into the VEBA to eventually equal the ARC.
Beginning in fiscal year 2002/2003, the County began contributing 3% of gross payroll into a fund designated for retiree health
care. This was increased to 5% in the 2003/2004 fiscal year, to 10% in the 2006/2007 fiscal year, 20% in the 2007/2008 fiscal
year, 22.5% in the 2008/2009 fiscal year, 20% in the 2009/2010 fiscal year, 24% in the 2010/2011 fiscal year and 24% in the
2011/2012 fiscal year. In 2004, the County created a VEBA trust to specifically designate the funds that had been contributed
for retiree health care. Also, all collective bargaining agreements as well as the non-union personnel policies include a provision
that requires all employees to make a contribution of 1% to 3% of pre-tax gross wages, which is paid to the VEBA as employer
contributions for the funding of retiree health care benefits (OPEB). These contributions resulted in an OPEB obligation for the
period ending September 30, 2013 in an amount of $29,409,706. The OPEB obligation is the cumulative difference between the
ARC and the actual amount contributed.

DEBT STATEMENT (as of April 2, 2014 and including the Bonds described herein)

Each series of bonds marked “LT” is payable in the first instance from a specified source and is payable from the
general funds of the County in the event of insufficiency of the specified source. The County is not authorized to levy taxes
beyond constitutional and statutory tax rate limitations with respect to the bonds marked “LT”.

DIRECT DEBT

Dated Outstanding Unit Share County’s
General Obligation Bonds Date Gross Amount Amount Share
Sewer, Fenton Twp.-Rolston/Ripley, LT 11/01/96 $400,000 $400,000 0
Drain, Atlas Twp. Project A#1610, LT 12/01/00 150,000 150,000 0
Capital Improvement, LT 11/01/04 1,765,000 0 $1,765,000
Sewer Fenton Twp. Ser A&B, LT 12/01/04 550,000 550,000 0
Sewer Refunding, LT 02/01/05 4,000,000 4,000,000 0
Sewer Refunding, Lt. Morris, LT 12/22/05 1,695,000 1,695,000 0
Drain, Meyers, LT 08/01/06 375,000 248,400 126,600
Sewer, Western Trunk No. 1, LT 09/01/06 2,775,000 2,775,000 0
Sewer Refunding No. 3, LT 11/16/07 4,305,000 4,305,000 0
Qual. Energy Conservation Bonds, LT 12/01/10 7,175,784 0 7,175,784
Gilkey Creek and Branch Drain Drainage District, LT ~ 12/01/11 2,395,000 2,343,268 51,732
Water, Fenton Rd. Watermain Project, LT 04/08/11 859,000 859,000 0
SUB-TOTAL GENERAL OBLIGATION BONDS $26,444,784 $17,325,668 $9,119,116
Building Authority Bonds
Refunding, Series 1998, LT 07/01/98 $ 155,000 0 $ 155,000
Building Authority, Refunding, LT 06/23/05 8,415,000 0 8,415,000
Brownfield Redev. Ref. LT 11/20/07 12,110,000 0 12,110,000
Refunding, LT 04/12/12 4,430,000 0 4,430,000
SUB-TOTAL BUILDING AUTHORITY BONDS $25,110,000 $0  $25,110,000
Revenue Bonds with GO Pledge
Sewer, Western Trunk Relief, LT 08/01/03 $2,585,000 $0 $2,585,000
Water, LT 08/01/03 3,585,000 0 3,585,000
Water, LT 10/01/03 15,730,000 0 15,730,000
Water, LT 09/01/04 13,260,000 0 13,260,000
NE Sewer, Series 2005A - SRF, LT 06/23/05 15,210,000 0 15,210,000
NE Sewer, Series 2005B - SRF, LT 09/22/05 10,640,000 0 10,640,000
NE Sewer, Series 2006A - SRF, LT 09/21/06 2,065,000 0 2,065,000
NE Sewer, Series 2006B - SRF, LT 12/14/06 5,650,000 0 5,650,000
NE Sewer, Series 2006C - SRF, LT 12/14/06 3,175,000 0 3,175,000
Water, Series 2007, LT 01/01/07 5,100,000 0 5,100,000
Sewer, Northeast Ext., Series B, LT 09/01/07 6,665,000 0 6,665,000
Sewer, Northeast Ext., 2007A, LT 09/20/07 8,180,000 0 8,180,000
Sewer District No. 3, LT 12/01/07 4,920,000 0 4,920,000
Sewer, Sewage Disposal, LT 02/12/09 13,075,000 0 13,075,000
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NE Sewer, LT
Sewer No. 3 Revenue Bonds, LT

Sewer, Interceptors and Treatment Facilities LT (Ser A)
Sewer, Interceptors and Treatment Facilities LT (Ser B)

Sewage Disp. Series C, Refunding, LT
Water Supply System Revenue Bonds, LT

TOTAL REVENUE BONDS

Michigan Transportation Fund Bonds

01/22/10 12,790,000 0 12,790,000
01/22/10 955,000 0 955,000
04/08/11 1,330,000 0 1,330,000
07/28/11 4,825,000 0 4,825,000
09/14/11 4,965,000 0 4,965,000
10/03/13 35.000,000 0  35.000,000

$169,705,000 $0 $169,705,000

MTF Notes, NO COUNTY CREDIT 11/01/06 $580,000 0 $580,000
MTF Notes, NO COUNTY CREDIT 10/01/07 1,970,000 0 1,970,000
MTF Notes, NO COUNTY CREDIT 08/01/08 2,305,000 0 2,305,000
MTF Notes, NO COUNTY CREDIT 09/01/09 2,085,000 0 2.085.000
TOTAL MICHIGAN TRANSPORTATION FUND BONDS $6,940,000 $0  $6,940,000
Share of Authority Issued Bonds:
Water Supply System Bonds, Series 2014 A, LT 04/16/14 220,500,000 0 220,500,000
Share of County Issued Bonds:

Utilities Drainage 12/01/11 46,656 0 46,656

TOTAL DIRECT DEBT

LESS: Self Supporting Authority Contract Bonds
Revenue Bonds
Michigan Transportation Fund Bonds/Notes

TOTAL NET DIRECT DEBT
OVERLAPPING DEBT

Municipality

Cities

Townships

Villages

School Districts
Intermediate School Districts
Community College

Bishop Airport Authority

NET OVERLAPPING DEBT
NET DIRECT & OVERLAPPING DEBT

Source: Municipal Advisory Council of Michigan

DEBT RATIOS

Per Capita (425,790)
Net Direct Debt
Net Direct and Overlapping Debt

Ratio to 2013 Taxable Valuation ($8,591,144,574)
Net Direct Debt
Net Direct and Overlapping Debt

$448,746,440  $17,325,668 $431,420,772

(220,500,000)

(169,705,000)

(6,940,000)

($397,145,000)

$34,275,772

County’s
Share

$42.414,877
43,954,796
1,089,013
365,853,767
17,060
42,960,045
10,430,000

$506,719,558
$540,995.330

$80.50
$1,270.57

0.40%
6.30%



Ratio to 2013 State Equalized Valuation (38,996,549,108)

Net Direct Debt 0.38%

Net Direct and Overlapping Debt 6.01%
Ratio to 2013 Estimated True Cash Value (317,993,098,216)

Net Direct Debt 0.19%

Net Direct and Overlapping Debt 3.01%
DEBT HISTORY

The County has no record of default.

FUTURE FINANCING

The County has entered into a contract with the Karegnondi Water Authority and the City of Flint pursuant to which
the Authority will issue an additional $80,000,000 of bonds over the next 3 to 15 months in anticipation of payments to be
made by the County and the City of Flint to finance a raw water supply project to serve the County, the City of Flint and
several other municipalities. The County will make a limited tax general obligation pledge of the County on 100% of these
bonds. The County also anticipates issuance of approximately $60,000,000 of water revenue bonds with a limited tax general
obligation pledge of the County to finance construction of a new water treatment plant and related facilities to treat water from
the new raw water supply within the next 6 to 12 months. The County may issue an estimated $18,000,000 to $31,000,000
of water revenue refunding bonds with a limited tax general obligation pledge in the next 6 to 12 months to refund certain
outstanding water revenue bond issues for debt service savings.

COMPENSATED ABSENCES

As of September 30, 2013, the County’s governmental activities statement of net position included a liability for
vacation and other employee compensated absences of $4,217,266.

SHORT TERM BORROWING

The County has in the years 1974 through 2013 issued short-term notes in order to establish the 100% Tax Payment
Fund. Notes issued in each of the above years have been in a face amount which has been less than the actual real property
tax delinquency. The primary security for these notes is the collection of the delinquent taxes pledged to the payment of
principal of and interest on the notes issued. The County has pledged its full faith and credit and limited taxing power to the
payment of the principal and interest on notes issued since 1975. Notes in the amount of $39.9 million were issued by the
County during the fiscal year ended September 30, 2013.

The County Landbank Authority has entered into a $3,000,000 line of credit with a bank and the County has pledged
its limited tax full faith and credit on the line.

LEASE OBLIGATIONS

The County is party to numerous operating leases and aggregate rental expenses which were approximately $74,535
during the year ended September 30, 2013, exclusive of the amount paid to a related organization.

LEGAL DEBT MARGIN* (as of April 2, 2014 and including the Bonds described herein)

2013 State Equalized Valuation - excluding IFT values $8,996,549,108

Debt Limit - 10% of State Equalized Valuation 899,654,911
Amount of Direct Debt Outstanding $448,746,440

Less: No County Credit Pledged Bonds/Notes (6,940,000)
Total Subject to Debt Limit 441,806,440
Additional Debt Which Could Be Legally Incurred $457.848.471



GENERAL ECONOMIC INFORMATION

LOCATION AND AREA

Genesee County is located in the central-eastern portion of Michigan’s lower peninsula, and covers an area of 643
square miles. The City of Flint is the county seat.

The County is located the following distances from these commercial and industrial areas:

36 miles south of Bay City

50 miles north of Ann Arbor

67 miles west of Port Huron
104 miles east of Grand Rapids

FORM OF GOVERNMENT

The County is governed by a legislative body consisting of nine members forming the County Board of Commissioners,
each of whom is elected for terms of two years from districts of approximately equal population. County officials include the
County Treasurer, County Clerk/Register, Prosecuting Attorney, Drain Commissioner, and Sheriff. These officials are elected
at large for four-year terms.

Administration of the County is divided by the State of Michigan Constitution (the “State Constitution”) among various
officials all elected at large according to purpose and by various appointed officials. The County Treasurer is the chief custodian
of the County moneys, collector of County taxes, Treasurer for the County Drainage Districts, disbursing agent for certain tax
funds to local communities and school districts. The duties of the County Clerk/Register are primarily record keeping in nature
and include such duties as clerk of the Circuit Court and Board of Commissioners and keeping and maintaining records of births,
deaths, marriages, discharges of military personnel, records of deeds, mortgages, surveys, recording of plats, notices of liens and
bills of sales. The Prosecuting Attorney prosecutes violations of state criminal law within the County. The County Drain
Commissioner administers the location, construction and maintenance of drains in the County. The Sheriff's duties involve the
charge and custody of the County jail, the serving of processes, and law enforcement in unincorporated areas. The Board of
Commissioners has created the office of County Controller. The County Controller is appointed by the Board of Commissioners
and the responsibilities of the office include, but are not limited to: budget preparation and control; all accounting and auditing.

POPULATION BY AGE
The 2010 U.S. Census estimate of population by age for Genesee County is as follows:
Number Percent
Total Population 425,790 100.00%
0 through 19 years 118,966 27.94
20 through 64 years 248,630 58.39
65 years and over 58,194 13.67
Median Age 38.5 years
INCOME
The 2010 U.S. Census estimate of household income for Genesee County is as follows:
Number Percent

HOUSEHOLDS BY INCOME 166,539 100.00%
Less than $10,000 20,651 12.40
$10,000 to $14,999 11,491 6.90
$15,000 to $24,999 22,982 13.80
$25,000 to $34,999 21,150 12.70
$35,000 to $49,999 26,313 15.80
$50,000 to $74,999 30,810 18.50
$75,000 to $99,999 14,989 9.00
$100,000 to $149,999 13,823 8.30
$150,000 to $199,999 2,665 1.60
$200,000 or more 1,665 1.00
Median Income $41,951
Mean Income $49,079
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EMPLOYMENT CHARACTERISTICS*

The following companies located in the County offer employment opportunities for residents.

Company

Within Genesee County (500 or more employees)

Genesys Health Care System
McLaren Health Care Corporation
General Motors Corp. Assembly
Hurley Medical Center

Baker College

Square D

Flint Metal Center, Vehicle Mfg. Operating Div.

A TFlint LLC

General Motors Corp. (Stamping facility)
United States Postal Service

Genesee County (full time employees)
Delphi Corp.

Meijer Inc.

General Motors Corp., Powertrain Div.
Genesee Intermediate Schools

Mott Community College

Flint Community Schools

JPMorgan Chase Bank

FirstMerit Bank

Nu Vision Inc.

Carman-Ainsworth Community Schools
Peregrine

E L Hollingsworth & CO

Sears, Roebuck & Co.

United Retired Govt. Employees
Creative Foam Corp.

Flint, City of

Genova Products (HQ)

Vemco, Inc.

TRW Automotive

Flint Specialty Services

! The approximate number of employees listed are as reported in these sources: 2013 Michigan Manufacturers Directory, Manta Company Intelligence

Product/Service

Health care

Hospital & other health care
Automotive parts & bodies
Medical center

Higher Education
Computer programming services
Metal fabrication

Car Parts and accessories
Stamping plant

US Postal Service
Government

Spark plugs & odometers
Retail

Engines & gears & transmissions
Education

Higher education
Educational services
Finance

Banking

Optical goods retail
Education

Manufacturing

Freight and logistics

Retail sales

Labor Organizations

Plastic products
Municipality

Plastic pipes

Automobile parts & accessories
Brake systems

Freight and logistics

website, the Michigan Economic Development Council ("MEDC"), and individual employers.

*Due to reporting time lags and other factors inherent in collecting and reporting such information, the numbers may not reflect recent changes in

employment levels, if any.

EMPLOYMENT BREAKDOWN

No. of
Employed

3,265
3,014
2,821
2,811
2,800
2,500
2,180
1,500
1,415
1,200
1,093
1,000
1,000
961
950
949
820
800
780
766
706
684
646
600
600
600
596
570
500
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The 2010 U. S. Census reports the occupational breakdown of persons 16 years and over for Genesee County is
as follows:

Number Percent
PERSONS BY OCCUPATION 151,813 100.00%
Professional Specialty Occupations 45,895 30.23
Service Occupations 31,444 20.71
Sales & Office Occupations 40,133 26.44
Natural Resources, Construction, and Maintenance Occupations 10,498 6.92
Transportation & Material Moving Occupations 23,843 15.71



The breakdown by industry for persons 16 years and over for Genesee County is as follows:

Number Percent
PERSONS BY INDUSTRY 151,813 100.00%
Agriculture, Forestry, Fishing, Hunting & Mining 607 0.40
Construction 6,528 4.30
Manufacturing 20,950 13.80
Wholesale Trade 4,099 2.70
Retail Trade 21,861 14.40
Transportation 7,591 5.00
Information 1,366 0.90
Finance, Insurance, & Real Estate 7,894 5.20
Professional & Management Services 12,145 8.00
Educational, Health & Social Services 39,320 25.90
Arts, Entertainment, Recreation and Food Services 15,333 10.10
Other Professional and Related Services 8,350 5.50
Public Administration 5,769 3.80

UNEMPLOYMENT

The Michigan Employment Security Commission, Research and Statistical Division, reports unemployment
averages for the County of Genesee (not seasonally adjusted) as compared to the State of Michigan as follows:

County of State of

Genesee Michigan
2014 Year to Date (January) 9.5% 8.1%
2013 Annual Average 9.7 8.8
2012 Annual Average 9.5 9.1
2011 Annual Average 11.5 10.4
2010 Annual Average 14.0 12.5

TRANSPORTATION

The Genesee County region provides maximum accessibility by freeway, rail and air. Four multi-lane expressways
converge in the City of Flint. Interstate 75 is a direct route between northern Michigan and Florida, while [-69 provides direct
connections to Canada and Chicago. I-475 provides a north-south link between Mount Morris and Grand Blanc. US-23
provides a direct route to Ann Arbor and the Ohio State line as well as the Upper Peninsula. The ease of travel provided by
these major highways has resulted in 24 of the 35 major motor freight carriers who serve Genesee County establishing local
terminals.

Rail passenger service is provided daily by Amtrak, freight service is provided by CSX Transportation Line for
north-south service, and the CN North America/Grand Trunk for east-west service. Truck freight service is furnished by 36
commercial trucking companies. Greyhound and Indian Trails Bus Lines offer nationwide passenger service to areas outside
of the Mass Transportation Authorities service area.

Bishop International Airport provides regularly scheduled jet service by various airlines.

Source: Flint Area Chamber of Commerce and Bishop International Airport Authority.
HIGHER EDUCATION
Several colleges offer a wide range of educational opportunities to area residents.

C. S. Mott Community College, established in 1923, was named after Flint’s greatest philanthropist, automotive pioneer
Charles Stewart Mott. Itis the largest higher education institution in Genesee County. Through Mott, students may select from
100 career and transfer programs. Advanced degrees from Wayne State, Ferris State, Central Michigan and Eastern Michigan
universities are available on the Mott Campus. The main campus is in Flint. Fenton is the site of Southern Lakes Campus.

Baker College of Flint is the largest of seven schools in the statewide Baker College system, offering both two-and
four-year degrees in accounting, business management, drafting, electronic engineering, fashion merchandising and interior
design among many others.



Detroit College of Business-Flint is part of the Davenport/Detroit College Education System, comprising the largest
independent college system in the State of Michigan. Both bachelor and associate degrees are offered, with many students
obtaining professional work experience in their chosen field while qualifying for a degree.

Kettering University is atechnical university offering bachelor’s and master’s degrees in engineering and management.

Spring Arbor College-Flint, a private Christian liberal arts institution, offers bachelor degrees in management of human
resources, health services and gerontology. Its programs are set up around the students’ family and work hours and grants
credits for work experience, thus attracting many older students and business people.

The University of Michigan-Flint is a satellite campus of the University of Michigan. The University offers a traditional
college setting with nearly 60 baccalaureate programs and masters degrees in art and business. One of the nation’s most modern
urban campuses, UM-Flint has expanded its facilities through the addition of a $20 million, state-of-the art Frances Wilson
Thompson Library which opened in 1994.

Michigan State University-College of Human Medicine, Flint Campus, blends the academic resources of a major land-
grant university medical school with the educational and clinical resources of four major community based teaching hospitals,
Hurley Medical Center, McLaren Regional Medical Center, Genesys Regional Medical Center and St. Joseph Campus.

Flint serves as the home of Hurley Medical Center School of Nursing and the Michigan School for the Deaf.

Source: City of Flint, Genesee Economic Area Revitalization, Inc., and the Flint Area Chamber of Commerce.

CULTURAL/RECREATIONAL

The area has numerous recreational facilities for its residents, including golf courses, a soap-box derby facility,
artificial ice rinks, stadiums, soccer fields, ball fields, tennis courts, basketball courts, horseshoe courts, shuffleboard courts,
alawn bowling green, football fields, playgrounds, and a rugby field. Parks of various sizes provide picnic areas as well as play
fields.

The Cultural Center, located just two blocks east of downtown Flint, consists of a group of eight buildings which
bring together the area’s cultural, educational, performance, and literary heritage. Most of the buildings were built
in the 1950’s with donations from area residents. Included in the Center are the following:

DeWaters Art Center houses the Flint Institute of Arts with paintings, sculpture, Renaissance tapestries and antique
French paper weights among the many items displayed.

Robert T. Longway Planetarium has astronomy exhibits, ultraviolet and fluorescent murals, and provides stargazing
under the dome in its Star Theater.

Sloan Museum has a variety of permanent and changing exhibits. One section portrays the settlement of Genesee
County with dioramas of historical scenes. Another section is devoted to the automotive history of Flint and features
more than 60 cars and carriages. The health section explains functions of the human body through audiovisual
presentations. Also featured is a doll gallery with over 200 dolls displayed.

The 2001-seat Whiting Auditorium hosts the Flint Symphony Orchestra and stage presentations from abroad, as well

as from this country.

A variety of theater, music, special exhibits and attractions are provided through the University of Michigan, the
Flint Community Players, Center Stage Productions and other community groups. Of special interest is the Children’s
Museum, a hands-on learning center that offers 50 career related exhibits and the Labor Museum and Learning Center of
Michigan. The Labor Museum presents an interpretation of the story of labor from its nineteenth century roots to the present
with special emphasis on Flint’s role in Michigan’s labor history.

Other major attractions located within the County include the Antique World Mall, a special gallery of antiques and
collectibles, Riverbank Park, a project which has transformed 4-1/2 blocks of downtown (Flint) river frontage into a
landscaped community park featuring a 750-seat amphitheater, grand fountain, fish ladder, Archimedes’ screw, flowing water
walls, islands, flower gardens, picnic sites, and walking and biking paths. Windmill Place houses ethnic foods from around
the world in addition to craft and retail shops.



Carriage Town is a 35 square block area whose streets and buildings span the incredible careers of a group of men.
The area is a step back into history with a lesson for tomorrow.

Located throughout the County are lakes, picnic, and play areas, local museums and shops of interest to area
travelers including Crossroads Village and Huckleberry Railroad, which features daily demonstrations of blacksmithing,
wood-carving, yarn spinning and other activities performed by artisans, craftsmen and townspeople, as our ancestors did more
than 100 years ago. The Genesee Belle, a paddlewheel boat is in service on Mott Lake, at Crossroads Village. Pennywhistle
Place, a fascinating children’s creative play center is adjacent to Crossroads Village as is the Mott Children’s Farm. Operated
by the Genesee County Parks and Recreation Commission from May through September, this park has become a favorite of
local residents and travelers alike.

UTILITIES

Telephone service is provided by AT&T, Century and Verizon. Water and sewer service is provided through
municipal systems in the cities and individual systems in the rural areas.

BANKING

The following banks have branches located within the County according to the Accuity American Financial
Directory, July - December 2013.

Total State-Wide

Bank Main Office Deposits

Bank of America Charlotte, NC N/A
Fifth Third Bank Cincinnati, OH N/A
First Merit Bank Akron, OH N/A
BestBank, A Division of Guaranty Bank Milwaukee, WI N/A
Comerica Bank Dallas, TX N/A
Flagstar Bank, FSB Troy, MI $8,771,046,000
First Michigan Bank Troy, MI 1,755,761,000
Chemical Bank Midland, MI 4,921,683,000
The State Bank Fenton, MI 278,800,000
Community State Bank St. Charles, MI 180,284,000
Hantz Bank Southfield, MI 108,093,000
JPMorgan Chase Bank, National Association Columbus, OH N/A
PNC Bank Pittsburgh, PA N/A
Independent Bank Tonia, MI 2,193,408,000
Oxford Bank Oxford, MI 243,627,000



Genesee County, Michigan
Summaries of General Fund Adopted Revenue and Expenditure Budget
Fiscal Year 2012/2013 and 2013/2014

2012/13 2013/14
REVENUE Amended Adopted
Budget Budget
Taxes $44,470,857 $43,314,532
Licenses and Permits 1,027,414 1,027,000
Intergovernmental Revenue (Note A) 8,873,830 17,243,913
Charges for Services 8,760,228 8,618,079
Fines & Forfeitures 1,723,439 1,775,250
Miscellaneous Revenue (Note A) 14,792,146 7,582,457
TOTAL REVENUE $79,647,914 $79,561,231
EXPENDITURES
Management & Planning $10,866,324 $9.826,592
Administration of Justice 24,185,011 26,050,375
Law Enforcement & Community Protection 18,517,307 18,505,960
Human Services 15,965,900 16,034,421
General Support 10,113,372 9,143,883
TOTAL EXPENDITURES $79,647,914 $79,561,231
REVENUE OVER (UNDER) EXPENDITURES $0 $0
FUND BALANCE BEGINNING OF YEAR $11,809,385 $11,746,279
FUND BALANCE END OF YEAR $11,809,385 * $11,746,279 *

Note A - State revenue sharing of $7,620,146 was included in miscellaneous revenue in
the 2012/13 amended budget.

*There is an obligation due to the general fund as reported by the Controller in an amount of $7,830,989 as shown in
the County's most recent annual financial statements. The County Treasurer will make a determination on an annual basis
of the surplus funds held in the Delinquent Tax Fund. Based on historical determinations of surplus, the County Controller
has determined that there should be sufficient surplus to repay the general fund in four years.



APPENDIX B

GENESEE COUNTY DRAIN COMMISSIONER
DIVISION OF WATER AND WASTE SERVICES
AUDITED FINANCIAL STATEMENTS

COUNTY OF GENESEE
AUDITED FINANCIAL STATEMENTS

Attached are the audited financial statements for the Genesee County Drain
Commissioner, Division of Water and Waste Services (the “Division”) for the fiscal year ended
December 31, 2012, and the audited financial statements for the County of Genesee (the
“County”) for the fiscal year ended September 30, 2013. The auditors for the Division and the
County have not been asked to consent to the use of information from such financial statements
in either the Preliminary Olfficial Statement or the Official Statement and have not conducted any
subsequent review of such financial statements.
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Independent Auditor's Report

To the Board of Directors
Genesee County Drain Commissioner
Division of Water and Waste Services

Report on the Financial Statements

We have audited the accompanying financial statements of the Enterprise Fund, Internal Service Funds,
and business-type activities of the Genesee County Drain Commissioner Division of Water and Waste
Services (the "Division") as of and for the year ended December 31, 2012 and the related notes to the
financial statements, which collectively comprise the Genesee County Drain Commissioner Division of
Water and Waste Services' basic financial statements as listed in the table of contents.

M. >
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ponsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Enterprise Fund, Internal Service Funds, and business-type activities of
the Genesee County Drain Commissioner Division of Water and Waste Services as of December 31,

2012 and the respective changes in its financial position and, where applicable, cash flows for the year
then ended, in accordance with accounting principles generally accepted in the United States of America.

Praxity:

To the Board of Directors
Genesee County Drain Commissioner
Division of Water and Waste Services

Other Matters

Required Supp I Infor:

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3-11 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, which considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplemental information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Supplemental Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Genesee County Drain Commissioner Division of Water and Waste Services' basic financial
statements. The supplemental information, as identified in the table of contents, is presented for the
purpose of additional analysis and is not a required part of the basic financial statements.

The supplemental information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the other supplemental
information is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Report on Summarized Comparative Information

We have previously audited the Genesee County Drain Commissioner Division of Water and Waste
Services' December 31, 2011 financial statements, and we expressed an unmodified audit opinion on
those audited financial statements in our report dated June 25, 2012. In our opinion, the summarized
comparative information presented herein as of and for the year ended December 31, 2011l is
consistent, in all material respects, with the audited financial statements from which it has been derived.

)
%éﬁm, PLLt

May 14,2013
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Genesee County Drain Commissioner
Division of Water and Waste Services

Management’s Discussion and Analysis

The County established a County Agency through the County Improvement Act (Public Act
342). The County designated the Drain Commissioner as the County Agency. The County
Agency created the Division of Water and Waste Services (the “Division”) as its vehicle to
perform required duties. The Division provides public utility services of water and wastewater
treatment in parts of Genesee, Saginaw, Shiawassee, Oakland, Lapeer, and Livingston counties.
The Division’s mission is to distribute water and collect and treat wastewater in such a manner
that is in compliance with all state and federal regulations and to maintain the lowest cost to
customers. Additionally, the Genesee County Board of Commissioners designated the Division
as the county enforcing agency for soil erosion in Genesee County.

The Division is responsible for the administration, operation, maintenance, and construction of
infrastructure and treatment facilities for the communities located in Genesee County for the
sanitary system and water supply. The Division is divided into four distinct cost centers. These
cost centers, which include Interceptor and Treatment, Water, District No. 3, and District
No. 7, have been developed based upon revenue, responsibility, and definable core functions. In
addition, the Division offers construction management and system operation and maintenance
services to local communities.

Some of the key administrative and engineering duties of both the sanitary sewer operation and
the water department operation include comprehensive system planning, interaction and
regulation of development, implementing capital improvement projects, and system budget
management. The administration team is responsible for the overall operation of the utility’s
services, engineering, and soil erosion in Genesee County. It is this department’s responsibility
to secure, allocate, and monitor funding, personnel, and equipment resources for the Division to
ensure safe, reliable, and efficient operation of the utility.

The primary functions of the support services area are to efficiently and uniformly provide
support to the various operations departments. These services are grouped into categories as
follows: safety, human resources, finance, permits, soil erosion, construction, inspection, and
information technology.

The Operation and Maintenance Department - The Operation and Maintenance (O&M)
department has two primary functions: sanitary sewer interception and transportation and water
transmission. It also performs contracted O&M for the local communities. To ensure that these
primary functions are met, O&M performs the following tasks:

e Preventive maintenance of the water and sewer infrastructure and appurtenances

o Staking of water and sewer infrastructure (Miss Dig)

e Jetting/Televising of sanitary sewers

o Inspection of water and sewer infrastructure

e Responds to customer complaints (i.e., plugged sewers, high bills, etc.)

e Installs, reads, and repairs water meters, repairs broken water mains, and coordinates the
repair of sanitary sewers, sewer main taps, and cut and cap water and sewer services

e Provides after-hours emergency response as needed

Management’s Discussion and Analysis (Continued)

Sewage Treatment Facilities - The core function of all treatment facilities is to effectively and
efficiently treat sewage in compliance with regulations established by their NPDES (National
Pollutant Discharge Elimination System) permit. The facilities maintain good working
relationships with customers and elected officials of the districts to achieve the goals of
accountability, transparency, and credibility. These activities include the following:

e Facility operation and maintenance

e Analytical support to ensure compliance with discharge limits and industrial pretreatment
e Providing training in plant operation, maintenance, safety, and regulatory compliance
e Residuals management

e Addition of various treatment chemicals and/or use of other treatment alternatives

e Planning for plant improvements, equipment replacement, and upgrades

e Emergency response planning

e Storage lagoon operation and maintenance

e Discharge limitations and monitoring

e Pollutant minimization

e Operation of an Industrial Pretreatment Program (IPP)

The sanitary sewer treatment operations are responsible for the collection and transmission of
effluent through the sewer interceptor lines to the three disposal plants under the Division’s
jurisdiction. These plants are the Linden Facility (District No. 3), the Bird Road Lagoons (District
No. 7), and the Anthony Ragnone Treatment Plant (ARTP) (Districts No. I, 2, 5, and 6). In
addition to serving large portions of Genesee County, the Division has contracts for sewer
treatment outside of its jurisdiction with Shiawassee, Lapeer, Saginaw, Oakland, and Livingston
counties.

ARTP provides sewage treatment for the majority of the Division’s service area, with Districts
No. 3 and No. 7 providing service for several outlying areas. And while the District No. 3 and
No. 7 facilities are two distinctly separate operations, they are combined administratively due to
their proximity to one another.

The Division also manages two programs that impact its treatment facilities:

e Biosolids Disposal - Each treatment plant is responsible for disposing wastewater
treatment plant biosolids in a manner that is considered beneficial reuse, in particular,
biosolids application on farmland. The ARTP accomplished this goal in 2012 by applying
6,473 dry tons of stabilized biosolids on approximately 2,500 acres of approved fields. In
2012, District No. 3 applied 1,145 dry tons of stabilized biosolids on approximately 900
acres of approved fields.
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Management’s Discussion and Analysis (Continued)

e Industrial Pretreatment Program - The Division regulates and monitors industrial and
nondomestic dischargers to the wastewater system. The Division reviews applications, issues
discharge permits, verifies compliance, calculates fees and surcharge bills for the customers,
as well as enforces regulations through discharge permits, which protect the wastewater
treatment facilities and the environment. An arsenic program for drinking water systems was
implemented to ensure compliance with MDEQ regulations. The ordinance also allows for
best management practices (BMP) in regulating silver and mercury from over 750 physician
and dental offices and grease and oil from approximately 1,400 restaurants. Inter-
jurisdictional agreements and the sewer use ordinance have been distributed to the
municipalities, and the local unit of government approval process is ongoing. At this time,
there are approximately 15 significant industrial facilities and one categorical user that pay
surcharges for the cost of treating various substances they discharge to the Division.

Water Supply - The water supply department is responsible for acquisition of water from the
Detroit Water and Sewerage Department via the City of Flint. The Division transmits potable
water to local communities, which in turn supply their residential, commercial, and industrial
customers. The Division also contracts with certain local municipalities to operate and maintain
their water systems, as well as provide billing services.

The Division maintains a distribution system consisting of over 600 miles of water mains. It also
installs water connections and performs turn-ons/offs at the request of its communities, services
and changes water meters, and oversees the backflow prevention program. In order to provide
an uninterruptible supply of safe drinking water, this department provides forward thought to:

o |dentify and evaluate water supply alternatives to meet normal and emergency needs
o Prepare cost estimates to construct, operate, and maintain selected alternatives
e Determine water treatment and pumping requirements

Objectives and Achievements

The main objectives of the Division are to maintain high quality services along with residential
and commercial water and sewer rates that are fair and cost effective to all concerned.
Although not required by law, the Division maintains a yearly budget of income and expenses for
all cost centers. The budget is reviewed and approved by an advisory board. Each community
that is a customer of the Division has a seat on the advisory board, which meets monthly to
provide guidance to the Division.

The rising cost of water from the Detroit Water and Sewerage Department (DWSD) to the City
of Flint, and there in turn to the Division and its community customers, continues to be of great
concern. From 2002 to 2013, the average yearly DWSD cost of water increased 9.06 percent.
This cost from Detroit is passed through to the Division with no markup from the City of Flint.
Instead, a monthly flat rate of $114,000 is paid to the City of Flint which also provides for up to
5.2 million gallons per day in emergency backup water supply.
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Management’s Discussion and Analysis (Continued)

Due to concern over reliability and this rising cost of water from DWSD, the Division has been
coordinating an interjurisdictional initiative for developing an alternative water supply system
from Lake Huron. Communities currently supplied by DWSD that are participating in this
initiative include the City of Flint, Genesee County, Sanilac County, and the Greater Lapeer
County Utilities Authority (GLCUA).

As such, a new governmental entity, the Karegnondi Water Authority (KWA), was incorporated
on October [, 2010, with the purpose of developing this new water supply. At formation, it was
comprised of the following five governmental units: Genesee County Drain Commissioner,
Lapeer County, the City of Lapeer, Sanilac County, and the City of Flint. After construction of a
new pipeline, it will then be KWA'’s responsibility to provide a supply of untreated Lake Huron
water to all contracting municipalities.

As of December 31, 2012, KWA has not incurred any transactions that would have a financial
impact on the Division. At the time of this report, both the City of Flint and the Advisory Board
of the Genesee County Drain Commissioner Division of Water and Waste Services have voted
to sign capacity contracts with KWA.

Rate Structure

During 2012, the Division continued a review of its rate structure, with the goal of adjusting
rates beginning in 2013. A Division goal is to review and set water and sewer rates on a five-year
basis in order to maintain stable and fiscally responsible utility rates. The Division has been able
to keep its portion of water and sewer rates constant since its last rate increases in 2008 and
2009. Part of the rate structure requires automatic adjustments based upon DWSD’s rate
increases to the City of Flint, which are typically passed on to the Division’s customers in
September of each year.

Grant Acquisitions

e The Division was allocated funds of $863,500 for the Vortex Grit Tank No. 2 Project at
District No. 3 in September 201 1. The funds were allocated from the Department of the
Army under Section 219 of the Water Resources Development Act of 1992. Public Law 102-
580, as amended, specifies the cost-sharing requirements applicable. During 2012, the
Division received $289,991 of contributed capital toward the project.
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Management’s Discussion and Analysis (Continued)

The Division was allocated funds as part of the Kearsley Creek Interceptor Project in 2006
and in 2008. The Department of the Army and the Division entered into a project
cooperation agreement for the design of approximately 22 miles of interceptor sanitary
sewer lines, associated to pump stations and associated appurtenances pursuant to Section
219(f)(59) of the Water Resources Development Act of 1992, Public Law 102-580 as
amended, which authorized the Secretary of the Army to provide design and construction
assistance for environmental infrastructure improvements to Genesee County, Michigan.
During 2012, the Division made the decision not to move forward with the construction of
this project, expensed the project to date, and made a final recording of $218,434 for
contributed capital.

State of Michigan Revolving Fund Program loans were approved in prior years for
$1,445,000 to fund the ARTP Switchgear project, $14,544,000 to fund the Pump Station # |
and ARTP Blowers and Clarifiers projects, and $933,515 to fund the Fenton Road Water
Main Project. A total of $345,440, $2,382,209, and $29,1 1| was collected, respectively, for
these projects during 2012.

Genesee County Drain Commissioner
Division of Water and Waste Services

Management’s Discussion and Analysis (Continued)

Condensed Financial Information

The following tables present condensed information about the Division’s financial position
compared to the prior year:

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net position, the
statement of revenue, expenses, and changes in net position, and the statement of cash flows
provide information about the activities of the Division as a whole and assist in presenting a
longer-term view of its finances.

December 3|
Increase
2012 2011 (Decrease) Percent Change
Assets
Current assets $ 26,350,746 $ 24,633,437 $ 1,717,309 70 %
Restricted assets 543,333 5,459,054 (4,915,721) (90.0)
Noncurrent lease receivable 25,759,265 28,668,516 (2,909,251) (1o.1)
Capital assets 322,899,623 321,952,707 946,916 0.3
Other noncurrent assets 835,548 2,169,783 (1,334,235) (61.5)
Total assets 376,388,515 382,883,497 (6,494,982) (1.7)
Liabilities
Current liabilities 16,269,157 15,420,478 848,679 5.5
Liabilities payable from restricted assets 243,008 3,509,475 (3,266,467) (93.1)
Other noncurrent liabilities 5,832,566 7,276,880 (1,444,314) (19.8)
Long-term debt 159,837,896 167,452,099 (7,614,203) (4.5)
Total liabilities 182,182,627 193,658,932 (11,476,305) (5.9
Net Position
Net investment in capital assets 181,595,040 178,661,325 2,933,715 1.6
Restricted 3,098,940 3,098,052 888 -
Unrestricted 9,511,908 7,465,188 2,046,720 27.4
Total net position $ 194,205,888 $ 189,224,565 $ 4,981,323 2.6
December 3|
Increase
2012 2011 (Decrease) Percent Change
Revenue from operations $ 52,560,768 $ 50,021,535 $ 2,539,233 51 %
Interest on operating cash and receivables 43,217 35,427 7,790 22.0
Total revenue 52,603,985 50,056,962 2,547,023 5.1
Sludge disposal charges 1,228,262 1,098,897 129,365 1.8
Cost of water 11,779,406 12,947,738 (1,168,332) (9.0)
Operating and maintenance 21,825,607 18,853,461 2,972,146 15.8
Administrative and depreciation 12,208,067 12,283,110 (75,043) (0.6)
Total operating expenses 47,041,342 45,183,206 1,858,136 4.1
Other nonoperating expense 2,201,438 2,432,996 (231,558) (9.5)
Change in net position - Before capital contributions 3,361,205 2,440,760 920,445 37.7
Capital contributions 1,620,118 268,228 1,351,890 504.0
Change in net position $ 4,981,323 $ 2,708,988 $ 2,272,335 83.9
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Genesee County Drain Commissioner
Division of Water and Waste Services

Management’s Discussion and Analysis (Continued)

Major Capital Assets and Debt Activity

Construction projects completed by the Division totaled $36,835,568 during 2012. This resulted
in a reclassification of the construction costs of this amount from a nondepreciable to
depreciable asset. The ARTP Clarifiers Project was the largest completed during 2012, valued at
$11,924,394.

The Division also increased its capital assets by $1,111,693 due to the completion of the Fenton
Road Water Main project, which was funded by two local community customers.

Use of restricted County Capital Improvement Fees (CCIF) to pay debt service and the
reduction of restricted receivables from other governmental entities has been the past practice
of the Division. Underfunding has occurred and was considered in the initial planning of the
CCIF program. CCIF will continue to be collected after retirement of the bond to restitute the
fund in full.

Financial Review

In analyzing the Genesee County Drain Commissioner Division of Water and Waste Services’
financial position, it is important to recognize the mission of the agency, which has been
previously stated. A discussion of the significant financial activity during the current year is as
follows:

Statement of Net Position

e Current assets increased by $1.7 million in the current year due to an increase in cash and
equivalents, current accounts receivable, and prepaid expenses.

e Current liabilities increased by approximately $850,000 from the prior year. The main
portion of this increase is due to a rise in the current portion of long-term debt, while a
smaller amount is due to the timing of accounts payable transactions.

e Liabilities payable from restricted assets decreased significantly again in 2012, from $3.5
million in 201 | to $243,000 at the end of 2012. This continued decrease once again is due to
several projects being completed during the year.

e Other noncurrent liabilities decreased by approximately $9.0 million. This was primarily due
to a reduction in long-term debt of approximately $7.6 million.

e Combined unrestricted net position increased by approximately $2.0 million, with increases
occurring in each of the four divisions. Of significant note, District No. 3 moved from an
unrestricted deficit position in 2011 of ($252,524) to a positive ending 2012 position of
$130,124.

Management’s Discussion and Analysis (Continued)

Statement of Revenue, Expenses, and Changes in Net Assets

e Operating revenue increased by 5.1 percent during 2012, with water sales accounting for the
majority of this increase. The increase in water sales is largely due to the increase in the pass-
through rate from DWSD, while a warm and dry summer did produce an increase in water
demand. Operating expenses increased slightly less, at a 4.1 percent rate.

e Two of the Division’s largest expenses, water costs and utilities, were reduced on a fiscal
basis in 2012. However, this calendar year reduction in costs does not fully represent the
true yearly ongoing cost of these two expenses. As noted in last year’s audit report letter
dated June 25, 2012, the Division made a change to accounts payable invoice timing which
resulted in an overstatement of expenses for 201 1. After review by the Division’s new
finance officer, the Division concurred with the auditors and moved to correct the situation
in 2012. To do so required a subsequent understatement in expenses for both the cost of
water and for utilities in 2012. Going forward, a policy has been put in place which will
ensure that |2 months of expenses are properly incurred in each calendar year.

e Contractual services increased by approximately $4.0 million in 2012, primarily due to
increased engineering and legal work performed for the interceptor and treatment, and
water supply divisions. In particular, the Division decided not to move forward with a
construction project for interceptor and treatment which resulted in a reclassification of CIP
to contractual services, accounting for $2.5 million of the overall increase.

o Depreciation increased by approximately $770,000 due to project completion in 2012 and
the associated CIP having been converted to depreciable assets.

The following table shows the trend in interceptor and treatment sewage disposal revenue
compared to total flow volumes for the Division’s main ARTP treatment facility:

Year Ended December 31

2009 2010 2011 2012
1&T sewage disposal revenue $ 22,579,898 $ 22,596,773 $22,014,199 $ 22,785,153
Total flow (thousands of gallons) 11,979,000 9,518,000 11,726,740 9,540,064
Average revenue per thousands of
gallons trated $ 1.88 $ 237 $ 1.88 $ 2.39
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Genesee County Drain Commissioner
Division of Water and Waste Services Genesee County Drain Commissioner
Management’s Discussion and Analysis (Continued) Division of Water and Waste Services
Statement of Net Position - Proprietary Fund Types

The following table shows the trend in water sales compared to volume of water purchased and

volume of water sold, with the resulting water efficiency rate: December 31,
December 31,2012 2011
Year Ended December 31 Enterprise Internal
2009 2010 2011 2012 Fund Service Fund Total Total
Assets
Water sales revenue (wholesale Current assets:
and retail) $19,809,718 $ 21,202,820 $21,697,903 $ 23,012,087 Cash and cash equivalents (Note 2) $ 12796815 $ 1139582 $ 13936397 $ 13,380,794
Accounts receivable 8,812,458 - 8,812,458 8,255,907
Volume of water purchased (cu. ft.) 616,325,400 616,632,200 621,182,300 630,152,800 Current portion of leases receivable 2,940,000 R 2,940,000 2,825,000
Volume of water sold (cu. ft.) 594,736,958 585,092,058 581675986 551,198,996 Due romother governmenal uris rsias - s ias 2000
. nventory X - X X
Water efficiency rate 96% 95% 94% 87% Prepaid expenses and other assets 493,266 . 493,266 87,078
Other assets 93,000 - 93,000 30,000
. L,
Contacting the Division’s Management Total current assets 25211164 1,139,582 26,350,746 24,633,437
. . . L. . . Noncurrent assets:
This financial report is intended to provide our constituents, sewer/water users, and Restricted cash and cash equivalents - - - 4,592,588
bondholders with a general overview of the Genesee County Drain Commissioner Division of ges“lctej accounts r“ei“’ab'e it §38'222 - §g;-gg§ g;ggfg
. - . i ) . estricted - Due from other governmental units A - , X
Water and Waste Services’ accountability for the money it receives. These financial statements Leases receivable - Net of current portion 25,759,265 _ 25,759,265 28,668,516
are included as a component unit of Genesee County and should be viewed as part of the '(-:“?l‘;“i“"“z;“i‘i";; in progress 156,500 - 156,500 1413161
. . . . . . apital assets (Note 3):
government-wide financial statements. If there are questions about this report or if additional ‘Assets not subject to depreciation 55,779,523 _ 55,779,523 86,934,064
information is needed, we welcome anyone to contact the Drain Commissioner or the director Assets subject to depreciation - Net of depreciation 264,520,174 2599926 267,120,100 235,018,643
f the Divisi Unamortized bond issuance costs 679,048 - 679,048 756,622
of the Division.
Total noncurrent assets 347,437,843 2,599,926 350,037,769 358,250,060
Total assets 372,649,007 3739508 376,388,515 382,883,497
Liabilities
Current liabilities:
Accounts payable and accrued expenses 5,031,387 1,472 5,032,859 4,823,168
Due to other governmental units 241,300 - 241,300 237,310
Due to State of Michigan 149,998 - 149,998 -
Current portion of long-term debt (Note 4) 10,845,000 - 10,845,000 10,360,000
Total current liabilities 16,267,685 1,472 16,269,157 15,420,478
Noncurrent liabilities:
Liabilities related to restricted assets 243,008 - 243,008 3,509,475
Unearned leases 156,500 - 156,500 1,524,185
Other postemployment benefit obligation (Note 6) 5,676,066 - 5,676,066 5,752,695
Long-term debt - Net of current portion (Note 4) 159,837,896 - 159,837,896 167,452,099
Total noncurrent liabilities 165,913,470 - 165,913,470 178,238,454
Total liabilities 182,181,155 1,472 182,182,627 193,658,932
Equity - Net position
Net investment in capital assets 178,995,114 2,599,926 181,595,040 178,661,325
Restricted 3,098,052 - 3,098,052 3,098,052
Unrestricted 8,374,686 1,138,110 9,512,796 7,465,188

Total net position $190,467,852 $ 3,738,036 $ 194,205,888 $ 189,224,565

The Notes to Financial Statements are an
I Integral Part of this Statement. 12
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Genesee County Drain Commissioner Genesee County Drain Commissioner

Division of Water and Waste Services Division of Water and Waste Services
Statement of Revenue, Expenses, and Changes in Net Position Statement of Cash Flows = Proprietary Fund Types
Proprietary Fund Types
December 31,
December 31, _ December 31,2012 2011
December 31,2012 2011 Enterprise Incernal
Enterprise Jnternal Fund Service Fund Total Total
) Cash Flows from Operating Activities
Fund S Fund Total Total
i e = = Receipts from customers $ 52079220 $ 28,183 § 52107403 § 56,647,903
Operating Revenue Payments to suppliers and others for goods and services (25,544,057) (295,873)  (25,839,930)  (32,126,627)
Charges for sales and service: Payments for salaries and employee benefits (14,771,454) - (14,771,454) (9,449,173)
Sale of water $ 23,104,124 § - $ 23104124 $ 21,697,903 ) _ N
Sewage disposal charges 26708222 R 26708222 26,028,846 Net cash provided by (used in) operating activities 11,763,709 (267,690) 11,496,019 15,072,103
Billing services 146,171 - 146,171 - Cash Flows from Capital and Related Financing Acti
Water meter sales ) , 46,694 - 46,694 64,662 Purchases of capital assets (8,722,477) (476,857) (9.199,334)  (17.995.616)
Sewer and pumping station - Operation and maintenance 1,197,219 - 1,197,219 1,197,219 Contribution from local units for construction ) i A 1219720
Other operating revenue 1,358,338 - 1,358,338 1,032,905 County capital improvements fee 968,219 ~ 968,219 630,783
3 Collections of leases receivable from municipalities 4,030,844 - 4,030,844 4,014,604
Total operating revenue 52,560,768 - 52,560,768 50,021,535 Proceeds from issuance of bonded debt 3,418,569 - 3,418,569 24,872,946
Operating Expenses Principal paid on bond maturities o (10,534,250) - (10,534,250)  (17,708,000)
Cost of water 11,779,406 - 11,779,406 12,947,738 In(eresF paid on bonds and other long-term liabilities (4,371,165) - (4,371,165) (4,277,392)
Sludge disposal service 1,228,262 - 1,228,262 1,098,897 Operating transfer 113,822 (113822) - -
Cost of insurance claims and expenses 277,414 - 277414 388,005 Net cash used i ital and related fi .
; et cash used in capital and related financing
Repairs and mﬁwntenance 2,314,611 65,905 2,380,516 1,584,188 activities (15,096,438) (590,679) (15,687,117) (9.242,955)
Personnel services 15,207,816 - 15,207,816 16,672,169
Other supplies and expenses 995,794 - 995,794 1,044,117 Cash Flows from Investing Activities - | income 154,113 - 154,113 56,557
Contractual services 4,620,263 - 4,620,263 622,620
Utilities 3,241,481 - 3,241,481 4,288,957 Net (Decrease) Increase in Cash and Cash Equivalents (3,178,616) (858,369) (4,036,985) 5,885,705
Depreciation 6,849,102 461,288 7,310,390 6,536,515
Cash and Cash Equivalents - Beginning of year 15975431 1,997,951 17,973,382 12,087,677
Total operating expenses 26,514,149 527,193 47,041,342 45,183,206 Cash and Cash Equivalents - End of year $ 12796815 $ 1,139,582 § 13936397 § 17,973,382
Operating Income (Loss) 6,046,619 (527.193) 5519426 4838329 Balance Sheet Classification of Cash and Cash Equivalents
Nonoperating Revenue (Expenses) Cash and cash equivalents $ 12796815 $ 1139582 $ 13936397 $ 13,380,794
Community bond interest income 1,263,136 - 1,263,136 1,356,456 Restricted cash and cash equivalents - - - 4,592,588
Community bond interest expense (1,263,136) - (1,263,136) (1,356,456)
Miscellaneous income 930,054 - 930,054 635,689 Total cash and cash equivalents $ 12796815 § 1,139,582 $ 13936397 § 17,973,382
Miscellaneous expense (45,582) (1,756) (47,338) (158,115) - .
Capital interest and fee expense (3.103,857) - (3.103,857) (2910,570) Reconciliation of Operating Income (Loss) to Net Cash
Investment income 43217 - 43217 35,427 from Ope.rat!ng Activities
Gain on sale of assets . 19,703 19.703 B Operating income (loss) $ 6046619 $  (527,193) $ 5519426 $ 4838329
Depreciation 6,849,102 461,288 7,310,390 6,536,515
Total nonoperating (expense) revenue (2,176,168) 17,947 (2,158,221) (2,397,569) Write-off of construction in progress 2,369,806 - 2,369,806 -
Changes in assets and liabilities:
Income (Loss) - Before capital contributions and operating Receivables (457,645) 1,998 (455,647) 2,154,890
transfers 3,870,451 (509,246) 3,361,205 2,440,760 Other - (1,756) (1,756) -

! o Inventories (22,967) - (22,967) (9,359
Capital Contributions 1,620,118 - 1,620,118 268,228 Prepaid and other assets (550,877) 81,689 (469,188) 106,151
Transfers In 45,632,133 B 45,632,133 37,662,791 Accounts payable a‘g:f;g (322'732 @.184153) 1374259
Transfers Out (45,518,311) (113,822) (45,632,133) (37,662,791) Due from other governmental units - Net (30,292) - (30,292) 71,318

Accrued and other liabilities 460,400 - 460,400 -
Increase (Decrease) in Net Position 5,604,391 (623,068) 4,981,323 2,708,988 $ 1763709 §  (267,690) § 11,496,019 $ 15,072,103
Net cash provided by (used i ing activi ;
Net Position - Beginning of year 184,863 461 4361,104 189224565 186,515,577 et cash provided by (used in) operating actvities - - — —
Net Position - End of year $ 190,467,852 $ 3,738,036 $ 194,205,888 $ 189,224,565 Noncash Investing, Capital, and Financing Activities - During the year ended December 31, ZOIZ the Enterprise Fund had $1,111,693

and $508,425 contributed to the water and sewer systems by local ities and a grant, r

The Notes to Financial Statements are an
Integral Part of this Statement. 13 14



8-d

Genesee County Drain Commissioner
Division of Water and Waste Services

Notes to Financial Statements
December 31, 2012

Note | - Summary of Significant Accounting Policies

The Genesee County Drain Commissioner Division of Water and Waste Services (the
“Division”) was organized in September 1965 under Public Act No. 342 of 1939 of the
State of Michigan (amended in 1967). The Division’s major operations are the
construction and operation of water and waste systems in Genesee County, Michigan
(the “County”) and certain areas in surrounding counties. Construction is financed with
proceeds from the sale of bonds and federal and state grants. The operating activities
are financed primarily through user charges to municipalities in the systems.

The financial statements of the Division have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as
applied to governmental units. The Governmental Accounting Standards Board (GASB)
is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the Division’s accounting policies
are described below:

Reporting Entity - Included within the reporting entity are the following:

e  Genesee County Sewage Disposal Systems Nos. |, 2, 5, and 6 (interceptors and
treatment facilities)

e Genesee County Sanitary Sewage Disposal Systems Nos. 3 and 7
e Genesee County water supply systems

e  Genesee County Division of Water and Waste Services - Vehicle and Equipment
Fund (Internal Service Fund)

e  Genesee County Division of Water and Waste Services - Insurance Fund (Internal
Service Fund)

Genesee County Drain Commissioner
Division of Water and Waste Services

Notes to Financial Statements
December 31, 2012

Note 1 - Summary of Significant Accounting Policies (Continued)

In evaluating how to define the Division for financial reporting purposes, management
has considered all potential component units. The decision to include a potential
component unit in the reporting entity was made by applying the criteria set forth in
GAAP. The basic, but not the only, criterion for including a potential component unit
within the reporting entity is the governmental body’s ability to exercise oversight
responsibility. The most significant manifestation of this ability is financial
interdependency. Other manifestations of the ability to exercise oversight responsibility
include, but are not limited to, the selection of governing authority, the designation of
management, the ability to significantly influence operations, and accountability for fiscal
matters. The other criterion used to evaluate potential component units for inclusion or
exclusion from the reporting entity is the existence of special financing relationships,
regardless of whether the Division is able to exercise oversight responsibilities. Based on
the application of these criteria, there are no component units to be included in these
basic financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation - The basic financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenue is recorded
when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

The Division reports the following major proprietary fund:

e The Enterprise Fund is used to account for operations that are financed and
operated in a manner similar to private business enterprises, where the costs
(expenses, including depreciation) of providing water and sewer services to the
general public on a continuing basis are financed through user charges.

Additionally, the Division reports the following Internal Service Fund:

e The Internal Service Fund accounts for financing of goods and services provided by
one department to other departments of the Division on a cost-plus basis as well as
risk management services provided to other departments on a cost-reimbursement
basis.

As a general rule, the effect of interfund activity has been eliminated from the basic
financial statements. Exceptions to this general rule are charges between the Division’s
water and sewer function and various other functions of the Division. Eliminations of
these charges would distort the direct costs and program revenue reported for the
various functions concerned.
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Genesee County Drain Commissioner
Division of Water and Waste Services

Notes to Financial Statements
December 31, 2012

Note | = Summary of Significant Accounting Policies (Continued)

Proprietary funds distinguish operating revenue and expenses from nonoperating items.
Operating revenue and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenue of the Division’s proprietary fund relates to
charges to customers for sales and services. Operating expenses for proprietary funds
include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenue and expenses not meeting this definition are reported as
nonoperating revenue and expenses.

Bank Deposits and Investments - Cash and cash equivalents are considered to be
cash on hand, demand deposits, and short-term investments with a maturity of three
months or less when acquired. Investments are stated at fair value, based on quoted
market prices.

Short-term Financial Instruments - The fair value of short-term financial
instruments, including cash and cash equivalents, trade accounts receivable and payable,
accrued receivables, and accrued liabilities, is equal to the carrying amounts in the
accompanying basic financial statements due to the short maturity of such instruments.

Receivables and Payables - Outstanding balances between funds are reported in the
basic financial statements as “internal balances.” All trade receivables are shown as net
of an allowance for uncollectible amounts.

Inventories - Inventories consist primarily of water meters and grinder pumps, valued
at cost, using the first-in, first-out method. The cost of supply inventory is recorded as
an expense when consumed rather than when purchased.

Leases Receivable - Leases receivable consist of amounts due to the Division from
various municipalities for construction activity. The Division constructs assets for various
municipalities under Act 342. Under this act, the County issues bonds and constructs
assets on behalf of municipalities. These assets are then leased by the municipalities over
the life of the bonds. Lease payments approximate the debt service requirements of the
associated bonds.

Local Unit Construction in Progress - Local unit construction in progress represents
construction of water and sewer distribution and collection systems performed by the
Division for local communities. The projects are recorded as an asset during the
construction phase and are offset by an unearned lease. When the projects are
substantially complete, the asset and unearned lease are removed from the basic
financial statements and an asset is recorded by the local community.

Genesee County Drain Commissioner
Division of Water and Waste Services

Notes to Financial Statements
December 31, 2012

Note 1 - Summary of Significant Accounting Policies (Continued)

Restricted Assets - Certain assets are restricted by the Division’s bond ordinances for
capital outlay. In addition, unspent bond proceeds and County capital improvement fees
are restricted for the construction of water collection and sewage disposal systems
projects. When an expense is incurred that allows the use of restricted assets (such as
bond debt principal and interest), those assets are applied before utilizing any
unrestricted assets.

In 201 I, of the total restricted cash and cash equivalents of $4,592,588, $3,384,138 was
restricted for construction and $1,208,450 was restricted for debt service. Of the total
restricted accounts receivable of $532,653, $264,688 was county capital improvement
fees restricted for construction and $267,965 was interest receivable from communities
restricted for debt service. The total amount restricted due from other governmental
units of $333,813 was restricted for construction.

In 2012, there are no restrictions on cash.

Postemployment Benefits - In addition to the pension benefits described in Note 5,
the Division provides postemployment health care, dental, and life insurance benefits
after retirement through a contractual agreement. The Division is responsible for 100
percent of the cost of postemployment benefits and funds these costs as they are
incurred. Postemployment benefits for retired employees were $1,514,865 and
$1,426,481 for the years ended December 31, 2012 and 201 |, respectively. The total
number of eligible retirees amounted to 82 and 83 individuals during December 31,
2012 and 201 1, respectively.

Compensated Absences - The Division’s employees are granted vacation leave bi-
annually based on length of service and 80 hours of personal leave each January I. Upon
termination or resignation, employees are paid accumulated vacation at current salary
rates. Upon retirement, employees are paid accumulated vacation and up to | 12 hours
of personal leave at current salary rates. At December 31, 2012 and 201 1, the Division
has recorded a liability of approximately $431,000 and $426,000, respectively, for
accumulated vacation leave.

Unearned Leases - Unearned leases represent cash and investments and construction
in progress recorded on the Division’s books belonging to the municipalities
participating in the water collection and sewage disposal system.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.
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Genesee County Drain Commissioner
Division of Water and Waste Services

Notes to Financial Statements
December 31, 2012

Note | = Summary of Significant Accounting Policies (Continued)

Property, Plant, and Equipment - Additions to property, plant, and equipment are
recorded at cost or, if donated, at their estimated fair value at the time of donation.
Repairs and maintenance are recorded as expenses; renewals and betterments are
capitalized. The sale or disposal of fixed assets is recorded by removing cost and
accumulated depreciation from the accounts and charging the resulting gain or loss to
income. Depreciation has been calculated on each class of property using the straight-
line method based on the estimated useful lives of the assets, as follows:

Land improvements and underground networks 25-100 years
Buildings 10-50 years
Machinery and equipment 3-25 years

Comparative Data/Reclassifications - Comparative total data for the prior year has
been presented in the financial statements in order to provide an understanding of the
changes in the financial position and operations. Certain amounts presented in the prior
year data have been reclassified in order to be consistent with the current year’s
presentation.

Reporting Change - During the year, the Division adopted GASB Statement No. 63,
Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and
Net Position. The statement incorporates deferred outflows of resources and deferred
inflows of resources, as defined by GASB Concepts Statement No. 4, into the definitions
of the required components of the residual measure of net position, formerly net assets.
The statement also provides a new statement of net position format to report all assets,
deferred outflows of resources, liabilities, deferred inflows of resources, and net
position. The statement impacts the format and reporting of the balance sheet.

Note 2 = Deposits and Investments

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes
local governmental units to make deposits and invest in the accounts of federally insured
banks, credit unions, and savings and loan associations that have offices in Michigan. The
law also allows investments outside the state of Michigan when fully insured. The local
unit is allowed to invest in bonds, securities, and other direct obligations of the United
States or any agency or instrumentality of the United States; repurchase agreements;
bankers’ acceptances of United States banks; commercial paper rated within the two
highest classifications, which mature not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions, which are rated as
investment grade; and mutual funds composed of investment vehicles that are legal for
direct investment by local units of government in Michigan.

Genesee County Drain Commissioner
Division of Water and Waste Services

Notes to Financial Statements
December 31, 2012

Note 2 - Deposits and Investments (Continued)

The Division has designated one bank for the deposit of its funds. The investment policy
adopted by the board in accordance with Public Act 196 of 1997 has authorized
investment in bonds and securities of the United States government and bank accounts
and CDs, but not the remainder of state statutory authority as listed above. The
Division's deposits and investment policies are in accordance with statutory authority.

The Division's cash and investments are subject to custodial credit risk, which are
examined in more detail below:

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in the
event of a bank failure, the Division's deposits may not be returned to it. The Division
does not have a deposit policy for custodial credit risk. At year end, the Division had
$1,092,031 of bank deposits (certificates of deposit, checking, and savings accounts) that
were uninsured and uncollateralized. The Division believes that due to the dollar
amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure all
deposits. As a result, the Division evaluates each financial institution with which it
deposits funds and assesses the level of risk of each institution; only those institutions
with an acceptable estimated risk level are used as depositories.

The unlimited FDIC insurance program expired on December 31, 2012. Starting
January 1, 2013, the Division’s uninsured deposits increased significantly.

20
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Genesee County Drain Commissioner
Division of Water and Waste Services

Note 3 = Capital Assets

Notes to Financial Statements

December 31, 2012

Capital asset activity of the Division's proprietary fund type at December 31, 2012 was

as follows:

Balance

January 1,2012  Reclassifications*

Balance
December 31,
Additions Disposals 2012

Enterprise Fund:
Capital assets not being depreciated:

Genesee County Drain Commissioner
Division of Water and Waste Services

Land $ 871,021 $ - -8 - 871,021
Construction in progress 86,046,793 (36,835,568) 8,097,276 (2,399,999) 54,908,502
Subtotal 86,917,814 (36,835,568) 8,097,276 (2,399,999) 55,779,523
Capital assets being depreciated:
Distribution and collections system 278,985,859 29,806,472 1,895,257 - 310,687,588
Buildings and equipment 5,419,064 7,045,346 435,029 - 12,899,439
Vehicles 382,261 - - - 382,261
Subtotal 284,787,184 36,851,818 2,330,286 - 323,969,288
Accumulated depreciation:
Distribution and collections system (48,921,258) - (6,327,670) - (55,248,928)
Buildings and equipment (3,423,902) - (406,918) - (3,830,820)
Vehicles (254,852) - (114,514) - (369,366)
Subtotal (52,600,012) - (6,849,102) - (59,449,114)
Net capital assets being depreciated 232,187,172 36,851,818 (4,518,816) - 264,520,174
Net capital assets $319,104986 $ 16250 $ 3578460 $ (2,399.999) $ 320,299,697
Balance
Balance December 31,
January 1,2012  Reclassifications Additions Disposals 2012
Internal Service Funds:
Capital assets not being depreciated -
Construction in progress $ 16250 $ (16,250) $ -3 -8 -
Capital assets being depreciated -
Buildings and equipment 8,628,852 - 229,743 (352,730) 8,505,865
Accumulated depreciation - Buildings
and improvements (5,797,381) - (461,288) 352,730 (5,905,939)
Net capital assets being depreciated 2831471 - (231,545) - 2,599,926
Net capital assets 2,847,721 (16,250) (231,545) - 2,599,926
$ 321,952,707 $ - $ 3346915 $ (2,399.999) $ 322,899,623

Total proprietary funds capital assets

* $16,250 in renovations on an office building were originally recorded as construction in progress in the Internal Service Fund.
Subsequent to completion, the amount was reclassed from the Internal Service Fund to the Enterprise Fund.

21

Notes to Financial Statements
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Note 3 = Capital Assets (Continued)

Construction Commitments - The Division has active construction projects at year
end. The projects include improvements and extensions to the water and sewage
disposal systems. At year end, the Division's commitments with contractors are as
follows:

Remaining
Spent to Date  Commitment

Interceptor and treatment facilities $ 35,147,898 $ 544915

Sewage disposal system - District No. 3 1,835,728 10,541
Sewage disposal system - District No. 7 24,394 20,075
Water supply system 4,001,252 2,193,395

Total $ 41009272 $ 2,768,926

Note 4 - Long-term Debt

The Division issues bonds to provide for the construction of water and waste systems in
Genesee County and certain areas in surrounding counties. General obligation bonds
are direct obligations and pledge the full faith and credit of the Division. Revenue bonds
involve a pledge of specific income derived from the acquired or constructed assets to
pay debt service and require certain financial covenants to be met.

Long-term debt activity for the year ended December 31, 2012 can be summarized as
follows:

Principal
Numberof InterestRate  Maturity Beginning Ending Due Within
Issues Ranges Ranges Balance * Additions Reductions Balance * One Year
Genesee County Drain Commissioner
bonds payable:
Interceptor and treatment
facilties 13 1.625%-5.00% 2031 § 9931155 $ 3388570 $ (6,180,000 $ 96520126 $ 6310000
District No. 3 2 2.50%-4.50% 2030 6,430,000 - (270000) 6,160,000 285,000
Water supply system 4 2.50%-5.125% 2033 40,245,000 - (1,260,000) 38,985,000 1,310,000
Subtotal 145,986,556 3388570 (7.710,000) 141,665,126 7,905,000
Community-related bonds payable:
Interceptor and treatment facilties 2 4.00%-4.35% 2026 5,235,000 - (375000) 4,860,000 390,000
District No. 3 6 2.50%-7.375% 2024 25,355,000 - (24150000 22,940,000 2,510,000
Water supply system | 250 2031 903,516 29,999 (34,250) 899,265 40,000
31,493,516 29999 (2824250) 28,699,265 2,940,000

Subtotal

Total bonds payable $177480,072  $ 3418569 $(10534,250) $170364.391 S 10,845,000

* Long-term debt balance excludes bond discount/premium of $318,505 and $332,027 at December 31,2012 and 201 1, respectively.
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Note 4 - Long-term Debt (Continued)

Total interest expense for the year was approximately $5.8 million, of which
approximately $1.5 million was capitalized as part of construction in progress. Annual
debt service requirements to maturity for the above obligations are as follows:

Business-type Activities

Genesee County Drain Commissioner
Division of Water and Waste Services

Years Ending

December 31 Principal Interest Total
2013 $ 10,845000 $ 5654333 $ 16,499,333
2014 11,180,000 5,317,264 16,497,264
2015 11,540,000 4,966,431 16,506,431
2016 11,645,000 4,604,434 16,249,434
2017 10,830,000 4,250,159 15,080,159

2018-2022 48,350,000 16,663,484 65,013,484
2023-2027 46,570,000 8,859,989 55,429,989
2028-2032 17,869,391 2,250,274 20,119,665
2033 1,535,000 75,406 1,610,406
Total $ 170,364,391 $ 52,641,774 $ 223,006,165

Future Revenue Pledged for Debt Payment

Revenue Bond - The Division has pledged substantially all revenue, net of operating
expenses, to repay the above Genesee County Drain Commissioner water and sewer
revenue bonds. Proceeds from the bonds provided financing for the construction of the
water and waste systems described above. The bonds are payable solely from the net
revenue of the water and sewer system. The remaining principal and interest to be paid
on the bonds total $115,370,449. During the current year, net revenue of the system
was $12,895,721 compared to the annual debt requirements of $7,623,037.

Note 5 - Defined Benefit Pension Plan

Plan Description - The Division participates in the Genesee County Employees'
Retirement System (GCERS), which is a contributory agent multiple-employer defined
benefit plan for pension and disability benefits that covers substantially all employees of
Genesee County. Each employer has the ability to negotiate and/or establish benefits
through personal policies. The authority to establish and amend the benefit provisions of
the plan is governed by Act No. 156, Public Acts of 1851, as amended by the State of
Michigan. GCERS issues a publicly available financial report that includes financial
statements and required supplemental information for the Division. That report may be
obtained by writing to Genesee County Employees’ Retirement System, | 10| Beach,
Flint, MI 48502 or by calling 1-800-949-2627.
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Note 5 - Defined Benefit Pension Plan (Continued)

Funding Policy - The County’s funding policy provides for periodic employer
contributions at actuarially determined rates that, expressed as percentages of annual
covered payroll, are designed to accumulate sufficient assets to pay benefits when due.
The normal cost is determined using an attained age actuarial funding method.

Annual Pension Cost - For the years ended December 31, 2012 and 2011, the
Division's annual pension cost of $1,531,645 and $1,763,782, respectively, was equal to
the Division's required and actual contribution. The annual required contributions were
determined as part of the actuarial valuations at December 31, 2010 and December 31,
2009 using the individual entry age actuarial cost method.

Actuarial Methods and Assumptions - In the December 31, 201 | actuarial valuation,
the individual entry age actuarial cost method was used. Significant actuarial assumptions
used include (a) a rate of return on the investment of present and future assets of 8.00
percent per year compounded annually and (b) projected salary increases of 3.00
percent to 7.03 percent per year compounded annually. Both (a) and (b) included an
inflation component of 3.00 percent. The actuarial value of the Division’s assets was
determined using techniques that smooth the effects of short-term volatility in the
market value of investments over a four-year period. The Division’s unfunded actuarial
accrued liability is being amortized as a level percentage of projected payroll on an open
basis, with the remaining amortization period of 25 years at December 31, 201 1.

Schedule of Funding Progress

Actuarial Actuarial Funded UAAL as a
Actuarial Value of Accrued Unfunded Ratio Covered Percentage of
Valuation Assets Liability (AAL) AAL (UAAL)  (Percent) Payroll Covered
Date (a) (b) (b-a) (a/b) (c) Payroll
12/31/06 $ 37,578,528 $ 42,770,145 $ 5,191,617 87.9% $ 8,245,848 63.0 %
12/31/07 38,979,791 44,748,462 5,768,671 87.1 7,823,724 73.7
12/31/08 37,329,643 46,855,482 9,525,839 79.7 8,420,060 113.1
12/31/09 36,627,952 49,055,966 12,428,014 74.7 8,130,143 152.9
12/31/10 35,600,950 50,285,901 14,684,951 70.8 7,610,890 192.9
12/31/11 32,632,128 48,896,200 16,264,072 66.7 7,312,770 222.4
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Note 5 = Defined Benefit Pension Plan (Continued)

Schedule of Employer Contributions

Contribution

Genesee County Drain Commissioner
Division of Water and Waste Services

Rate as
Actuarial Percentage of Actual Percentage of
Valuation Valuation Annual Pension Reported ARC
Fiscal Year Ended Date Payroll Cost (APC) Contribution Contributed
12/31/10 12/31/08 1776 % $  1,744861 $ 1,744,861 100 %
12/31/11 12/31/09 18.81 1,763,782 1,763,782 100
12/31/12 12/31/10 16.62 1,531,645 1,531,645 100

Note 6 - Other Postemployment Benefits

Plan Description - The Division provides retiree health care, dental, life, and vision
benefits to eligible employees and their spouses and dependents through the Municipal
Employees' Retirement System. This is an agent multiple-employer defined benefit plan
administered by the Division. The benefits are provided under collective bargaining
agreements.

Funding Policy - The collective bargaining agreements do not require employee
contributions. The Division has no obligation to make contributions in advance of when
the insurance premiums are due for payment (in other words, this may be financed on a
“pay-as-you-go” basis). However, as shown below, the Division has made contributions
to advance-fund these benefits, as determined by the Division.
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Note 6 - Other Postemployment Benefits (Continued)

Funding Progress - For the year ended December 31, 2012, the Division has
estimated the cost of providing retiree healthcare benefits through an actuarial valuation
as of December 31, 2010. The valuation computes an annual required contribution,
which represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and amortize any unfunded actuarial liabilities over a period not
to exceed 30 years. This valuation’s computed contribution and actual funding are
summarized as follows:

2012 2011
Annual required contribution (recommended) $ 3818480 $ 3,933,831
Interest on the prior year's net OPEB obligation 230,108 127,528
Less adjustment to the annual required contribution (101,338) (78,511)
Annual OPEB cost 3,947,250 3,982,848
Amounts contributed:
Payments of current premiums (1,523,879) (1,337,004)
Advance funding (2,500,000) (81,360)
Total contributions (4,023,879) (1,418,364)
(Decrease) increase in net OPEB obligation (77,629) 2,564,484
OPEB obligation - Beginning of year 5,752,695 3,188,211

OPEB obligation - End of year $ 5675066 $ 5,752,695

The net OPEB obligation is recorded in the basic financial statements as part of
noncurrent liabilities.

The annual OPEB costs, the percentage contributed to the plan, and the net OPEB
obligation for the current and preceding year were as follows:

Annual OPEB  Percentage Net OPEB

Fiscal Year Ended Costs Contributed Obligation
12/31/10 $ 2,641,753 5587 % $ 3,188,211
12/31/11 3,982,848 35.61 5,752,695
12/31/12 3,947,250 101.94 5,676,066

The Division approved a prefunding plan in 2012 and remitted $2.5 million to the trust
during the year. Going forward, $1.2 million will be remitted to the trust per year until
the liability is funded.
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Note 6 - Other Postemployment Benefits (Continued)

The funding progress of the plan is as follows:

Actuarial Actuarial UAALasa
Actuarial Value of Accrued Unfunded Funded Ratio Covered Percentage of
Valuation Assets Liability (AAL)  AAL (UAAL) (Percent) Payroll Covered
Date (a) (b) (b-a) (a/b) (c) Payroll
12/31/08 $ - $35394,879 $ 35,394,879 - $ 8,420,060 420.36 %
12/31/10 - 51,474,408 51,474,408 - 7,610,890 676.33
9/30/12 2,333,369 37,819,976 35,486,607 6.17 % 7,312,770 485.27

The schedule of employer contributions is as follows:

Contribution

Annual Rate as
Required Percentage of  Percentage of
Contribution ARC Valuation
Fiscal Year Ended Actuarial Valuation Date (ARC) Contributed Payroll
12/31/10 12/31/08 $ 2,641,753 55.87 % 3243 %
12/31/11 12/31/10 3,982,848 35.61 50.59
12/31/12 12/31/10 3,947,250 101.94 50.59

Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan involve
estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding
the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employer and the plan members) and include the types
of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.

In the December 31, 2010 actuarial valuation, the individual entry age actuarial cost
method was used. The actuarial assumptions included a 4.0 percent investment rate of
return (net of administrative expenses) and an annual healthcare cost trend rate of 5.0
percent. The UAAL is being amortized as a level percentage of projected payroll over
30 years.
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Note 7 - Risk Management

The Division is exposed to various risks of loss related to property loss, torts, errors
and omissions, and employee injuries (workers' compensation), as well as medical
benefits provided to employees. The Division is partially self-insured for medical benefits
and has purchased commercial insurance for the remaining medical benefits and other
risks of loss. Settled claims relating to the commercial insurance have not exceeded the
amount of insurance coverage in any of the past three fiscal years.

The Division estimates the liability for medical claims that have been incurred through
the end of the fiscal year, including claims that have been reported as well as those that
have not yet been reported. The liability is included with accounts payable and other
accrued expenses in the statement of net position. Changes in the estimated liability for
the past two fiscal years were as follows:

2012 2011
Unpaid claims - Beginning of year $ 290,676 $ 261,162
Incurred claims, including claims incurred but not
reported 2,208,189 2,559,231
Claim payments (2,038,825) (2,529,717)
Unpaid claims - End of year $ 460040 $ 290,676

Note 8 - Upcoming Accounting Pronouncements

In March 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets
and Liabilities, which is required to be implemented for financial statements for periods
beginning after December |5, 2012. Statement No. 65 establishes accounting and
financial reporting standards that reclassify, as deferred outflows and inflows of
resources, certain items that were previously reported as assets and liabilities. This
statement also provides other financial reporting guidance related to the impact of the
financial statement elements deferred outflows of resources and deferred inflows of
resources. Statement No. 65 will be implemented for the Division as of December 31,
2013.
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Note 8 = Upcoming Accounting Pronouncements (Continued)

In June 2012, the GASB issued two new pension standards, GASB Statement No. 67,
Financial Reporting for Pension Plans, and No. 68, Accounting and Financial Reporting for
Pensions. These new standards significantly revise the current accounting and reporting
for pensions, both from an employer perspective as well as from a plan perspective.
Employers providing defined benefit pensions to its employees must now, under these
new standards, recognize their unfunded pension benefit obligation as a liability for the
first time, and to more comprehensively and comparably measure the annual costs of
pension benefits. This net pension liability that will be recorded on the government-
wide, proprietary, and discretely presented component units statements will be
computed differently than the current unfunded actuarial accrued liability, using specific

parameters set forth by the GASB. The statement also enhances accountability and supplementa‘ Information

transparency through revised and expanded note disclosures and required supplemental
information (RSI). Statement No. 67 is required to be adopted for December 31, 2013
and Statement No. 68 one year later.
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Statement of Net Position - Proprietary Fund Types

Statement of Revenue, Expenses, and Changes in Net Position
(Divisional Detail) - Enterprise Fund

91-d

December 31,
December 31, 2012 2011 December 31,
Sewage Disposal Systems December 31,2012 2011
1 d
nterceptor an Sewage Disposal Systems
Treatment Water Supply
Inlercep(cr and
Facilities DistrictNo. 3 District No. 7 Systems Total Total
Treatment Water Supply
Assets Facilities District No. 3 District No. 7 Systems Total Total
Current assets: .
Cash and cash equivalents $ 3364946 S 269995 $ 80,105 $ 9081769 $ 12796815 $ 11382843 Operating Revenue
Accounts receivable 5,062,899 314,269 154,197 3,281,093 8,812,458 8,253,909 Charges for sales and service:
Current portion of leases receivable 390,000 2,510,000 - 40,000 2,940,000 2,825,000 Sale of water - -8 - % 23104124 $ 23104124 $ 21,697,903
Due from other governmental units ) ) 5 5 5 2,000 Sewage disposal charges 22,785,153 3,201,467 721,602 - 26,708,222 26,028,846
Inventory ' ' ' 75625 75,625 52,658 Billing services 146,171 - - - 146,171 -
Prepaid expenses 236,811 39375 5419 211,661 493,266 5,389 Water metar sales ) - - - 46,694 46,694 64662
Other assets - ) | 93,000 93,000 30000 Sewer and pumping station - Operation and
maintenance 1,197,219 - - - 1,197,219 1,197,219
Total current assets 9,054,656 3,133,639 239,721 12,783,148 25211,164 22,551,799 Other operating revenue 484,869 162,795 1447 709,227 1,358,338 880452
Noncurrent assets: Total operating revenue 24613412 3,364,262 723,049 23,860,045 52,560,768 49,869,082
Restricted cash and cash equivalents - - - - - 4,592,588 .
Restricted accounts receivable 33615 203,770 - 5623 243,008 532,653 Operating Expenses
Restricted - Due from other Cost of water - - - 11,779,406 11,779,406 12,947,738
governmental units : 300,325 N ) 300325 13813 Sludge disposal service 986,087 242,175 - - 1,228,262 1,098,897
Leases receivable - Net of current Cost of insurance claims and expenses 125,273 29,052 4,608 118,481 277,414 237,060
portion 4470,000 20,430,000 . 859.265 25.759.265 28,668,516 Repairs and maintenance 1,383,070 299,042 172,738 459,761 2314611 2,367,433
Local unit construction in progress _ _ . 156,500 156500 1413161 Personnel services 8915314 1,590,428 227,729 4,474,345 15,207,816 16,672,169
Capita assets: Other supplies and expenses 665,619 44321 30,610 255,244 995,794 1,033,489
Assets not subject to depreciation 52,813,000 604,823 1415 2,360,285 55,779,523 86,917,814 Contractual services 3437616 129,178 26,770 1,026,699 4,620,263 622,620
‘Assets subject to depreciation - Net Utiliies 2,196,573 389,106 145,146 510,656 341,481 4,288,957
of depreciation 172,348,963 28,322,095 414,484 63,434,632 264,520,174 232,187,172 Depreciation 4,258,784 717,785 22722 1849811 6,849,102 6,142,303
Unamortized bond issuance costs 657,879 21,169 - - 679,048 756,622
Total operating expenses 21,968,336 3,441,087 630323 20,474,403 46,514,149 45,410,666
230,323,457 49,882,182 415,899 66816305 347437843 355402,339
Total noncurrent assets Operating Income (Loss) 2,645,076 (76,825) 92,726 3,385,642 6,046,619 4,458,416
Total assets 239,378,113 53,015,821 655,620 79599453 372649007 377,954,138 Nonoperating Revenue (Expenses)
- Community bond interest income 207,194 1,031,715 - 24,227 1,263,136 1,356,456
Liabilities Community bond interest expense (207,194) (1,031,715) - (24.227) (1,263,136) (1,356,456)
Current liabilties: Miscellaneous income 250,899 - - 679,155 930,054 635,689
Accounts payable and accrued expenses 2,017,833 240,188 22,066 2,751,300 5,031,387 4,228,728 Miscellaneous expense 5.582) ) ) | (45.582) (158.115)
Due to other governmental units 241,300 - - - 241,300 237310 Capital interest and fee expense (1,060,572) (222,242) - (1,821,043) (3,103,857) (2,910,570)
Internal balances N - - - N 26,185 Investment income 13,622 1,102 145 28,348 43217 33,575
Due to State of Michigan 149,998 - - - 149,998 -
Current portion of long-term debt 6,700,000 2,795,000 - 1,350,000 10,845,000 10,360,000
Total nonoperating (expense)
revenue (841,633) (221,140) 145 (1,113,540) (2,176,168) (2,399.421)
Total current liabilities 9,109,131 3,035,188 22,066 4,101,300 16,267,685 14,852,223
- Income (Loss) - Before capital contributions
Noncurrent liabilities: and operating transfers 1,803,443 (297.965) 92,871 2272,102 3,870,451 2,058,995
Liabilities related to restricted assets 33,615 203,770 - 5623 243,008 3,509,475
Unearned leases - - - 156,500 156,500 1,524,185 Capital Contributions 218,434 289,991 B 111,693 1,620,118 268,228
Other postemployment benefit
obligation 3,483,846 553,652 94518 1,544,050 5,676,066 5.752,695 Transfers In 41,889,990 1,759,884 1,138 1,981,121 45,632,133 37,559,040
Long-term debt - Net of current portion 94,808,826 26,328,956 - 38,700,114 159.837,8% 167,452,099
Transfers Out (41,835,356) (1,751,915) - (1,931,040)  (45518311)  (37,662.791)
Total noncurrent liabilties 98,326,287 27,086,378 94518 40406287 165913470 178238454
Increase (Decrease) in Net Position 2,076,511 (s) 94,009 3,433,876 5,604,391 2223472
Total liabilties 107435418 30,121,566 116584 44,507,587 182,181,155 193.090677 Net Position - Beginning of year 129,866,184 22,894,260 445,027 31,657,990 184,863,461 182,639,989
Equity - Net position Net Position - End of year $ 131,942,695 § 22,894,255 § 539,036 $ 35,091,866 $ 190,467,852 $ 184,863,461
Invested in capital assets - Net of related
debt 129,171,016 22,764,131 415,899 26644068 178995114 175813,604
Restricted - - - 3,098,052 3,098,052 3,098,052
Unrestricted 2,771,679 130,124 123,137 5,349,746 8,374,686 5,951,805
$131,942,695 $ 22,894,255 $ 539,036 $ 35091,866 $ 190,467,852 $ 184,863,461

Total net position
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Genesee County Drain Commissioner Genesee County Drain Commissioner

PR . PRSP .
Division of Water and Waste Services Division of Water and Waste Services
Statement of Cash Flows (Divisional Detail) = Enterprise Fund Statement of Net Position = Internal Service Funds
December 31, December 31,
December 31, 2012 2011 December 31, 2012 2011
Sewage Disposal Systems Equipment Fund  Insurance Fund Total Total
Interceptor and
Treatment Water Supply Assets
Facilities District No. 3 District No. 7 Systems Total Total Current assets:

Cash Flows from Operating Activities Cash and cash .equlvalenrs $  1,138432 $ 1,150 $ 1,139,582 $ 1,997,951
Receipts from customers $ 24357589 $ 3349295 $ 689,402 $ 23682934 $ 52079220 $ 52,060,797 Accounts receivable - - - 1,998
Payments to suppliers and others for goods Prepaid expenses - - - 81,689

and services (9.209,198) (1.281,626) (393,676)  (14659.557)  (25544057)  (28444,732)
Payments for salaries and employee benefits (8,551,259) (1,590,520) (251,767) (4,377,908) (14,771,454) (9.449,173) Total current assets 1,138,432 1,150 1,139,582 2,081,638
Net cash provided by operating Noncurrent assets - Capital assets - Assets subject to
activities 6,597,132 477,149 43,959 4,645,469 11,763,709 14,166,892 depreciation - Net of depreciation 2,599,926 - 2,599,926 2,847,721
Cash Flows from Capital and Related Total assets 3,738,358 1,150 3,739,508 4,929,359
Financing Activities

Purchases of capital assets (5.813,739) (132,755) (5.660) (2.770323) (©722477)  (17.461991) Liabilities - Current liabilities
Contribution from localunits for i i . i . 219720 Accounts payable and accrued expenses 322 1,150 1472 594,440
County capital improvement fees 250,899 - B 717,320 968,219 630,783 Internal balances - - h (26,185)
Collections of leases receivable from

municipalities 581,769 3444824 - 4251 4,030,844 4,014,604 Total liabilities 322 1,150 1,472 568,255
Proceeds from issuance of bonded debt 3,388,570 - - 29,999 3418569 24,872,946
Principal paid on bond maturities (6,555,000) (2,685,000) - (1,294250)  (10,534250)  (17,708,000) Equity - Net position
Interest paid on bonds (1,282,408) (1.254,377) - (1,834,380) (4.371,165) (4.277,392) Invested in capital assets - Net of related debt 2,599,926 - 2,599,926 2,847,721
Operating transfer 54,634 7,969 1,138 50,081 113,822 (103,751) Unrestricted 138,110 ) 138,110 1's13.383

Net cash used in capital and iti $ 3,738,036 $ - $ 3,738,036 $ 4,361,104
related financing activities (9,375,275) (619,339) (4,522) (5,097,302) (15,096,438) (8,813,081) Total net position z

Cash Flows from Investing Activities -
|nvestment income. 16,161 1,102 145 136,705 154,113 54,705

Net (Decrease) Increase in Cash and Cash
Equivalents (2.761,982) (141,088) 39,582 (315.128) (3.178,616) 5408516

Cash and Cash Equivalents - Beginning of
year 6,126,928 411,083 40,523 9,396,897 15,975,431 10,566,915

Cash and Cash Equivalents - End of year $ 3364946 $ 269995 $ 80,105 $ 9,081,769 $ 12,796,815 § 15,975,431

Balance Sheet Classification of Cash and
Cash Equivalents

Cash and investments $ 3364946 $ 269995 $ 80,105 $ 9081769 $ 1279815 $ 11,382,843
Restricted cash and cash equivalents - - - - - 4,592,588
Total cash and cash $ 3364946 $ 269995 $ 80,105 $ 9,081,769 § 12,796,815 § 15975431
Reconciliation of Operating Income (Loss)
to Net Cash from Operating Activities
Operating income (loss) $ 2645076 $ (76,825) $ 92726 § 3385642 $ 6046619 $ 4458416
Depreciation 4,258,784 717,785 27 1,849,811 6,849,102 6,142,303
Write-off of construction in progress 2,369,806 - - - 2,369,806 -
Changes in assets and liabilties:
Receivables (398,295) 289,034 (33.269) @315.115) (457,645) 2,122,207
Inventories - - - (22.967) (22.967) (9.359)
Prepaid and other assets (235,536) (39.200) (5.268) (270,873) (550,877) (34,320)
Accounts payable (2.549.230) (109,552) - (215.470) (2.874,252) 1418,138
Due to (from) other governmental
units - Units 155,998 (41,794) (32,574) (11,922) (30,292) 71318
Accrued and other liabilities 364,055 92) - 96,437 460,400 -
Internal balances (13,526) (262,207) (378) 249,926 (26,185) (1.811)
Net cash provided by
o APy OPErAE g 507,132 § 477,149 $ 43959 $  4,645469 § 11,763,709 $ 14,166,892

Noncash Investing, Capital, and Financing Activities - During the year ended December 31, 2012, the Enterprise Fund had $1,111,693 and $508,425
contributed to the water and sewer systems by local communities and a grant, respectively.
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Statement of Revenue, Expenses, and Changes in Net Position
Internal Service Funds

December 31,
December 31,2012 2011
Equipment Fund _ Insurance Fund
Combined Combined Total Total
Operating Revenue
Other operating revenue $ - $ - $ - $ 152,453
Billing to Enterprise Fund - - - 4,400,159
Total operating revenue - - - 4,552,612
Operating Expenses
Cost of insurance claims and expenses - - - 3,767,859
Repairs and maintenance 65,905 - 65,905 -
Other supplies and expenses - - - 10,628
Depreciation 461,288 - 461,288 394,212
Total operating expenses 527,193 - 527,193 4,172,699
Operating (Loss) Income (527,193) - (527,193) 379913
Nonoperating Revenue
Miscellaneous expense (1,756) - (1,756) -
Investment income - - - 1,852
Gain on sale of assets 19,703 - 19,703 -
Total nonoperating revenue 17.947 - 17.947 1852
(Loss) Income - Before operating transfers (509,246) - (509,246) 381,765
Transfers In - - - 103,751
Transfers Out (16,250) (97,572) (113,822) -
(Decrease) Increase in Net Position (525,496) (97.572) (623,068) 485,516
Net Position - Beginning of year 4,263,532 97,572 4,361,104 3,875,588
Net Position - End of year $ 3738036 $ - $ 373803 $ 4,361,104
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Genesee County Drain Commissioner
Division of Water and Waste Services

Statement of Cash Flows = Internal Service Funds

December 31,
December 31, 2012 2011
Equipment Fund  Insurance Fund Total Total
Cash Flows from Operating Activities
Receipts from customers $ 26,185 $ 1,998 $ 28,183 $ 4,587,106
Payments to suppliers and others for goods and services (67,339) (228,534) (295,873) (3,681,895)
Net cash (used in) provided by operating activities (41,154) (226,536) (267,690) 905,211
Cash Flows from Capital and Related Financing Activities
Purchase of capital assets (476,857) - (476,857) (533,625)
Operating transfer (16,250) (97,572) (113,822) 103,751
Net cash used in capital and related financing
activities (493,107) (97,572) (590,679) (429,874)
Cash Flows from Investing Activities - | income - - - 1,852
Net (Decrease) Increase in Cash and Cash Equivalents (534,261) (324,108) (858,369) 477,189
Cash and Cash Equivalents - Beginning of year 1,672,693 325,258 1,997,951 1,520,762
Cash and Cash Equivalents - End of year $ 1,138,432 $ 1,150 $ 1,139,582 $ 1,997,951
Balance Sheet Classification of Cash and Cash Equi $ 1,138432 $ 1,150 $ 1,139,582 $ -
Reconciliation of Operating (Loss) Income to Net Cash
from Operating Activities
Operating (loss) income $ (527,193) $ - $ (527,193) $ 379,913
Depreciation 461,288 - 461,288 394,212
Changes in assets and liabilities:
Receivables - 1,998 1,998 32,683
Other (1,756) - (1,756) -
Prepaid and other assets - 81,689 81,689 140,471
Accounts payable, accrued expenses, and deferred
revenue 322 (310,223) (309,901) (43,879)
Internal balances 26,185 - 26,185 1,811

Net cash (used in) provided by operating activities $____(41,154) $  (226,536) $ (267,690) $ 905,211
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Genesee County Drain Commissioner
Division of Water and Waste Services

Summary of Bonds Payable
Year Ended December 31, 2012

Principal Principal
Outstanding  Issued During the ~ Retired During the  Outstanding,

Description of Issue January 1,2012 Year Year December 31,2012 2013 2014 2015 2016 2017 Later Total

Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest

Interceptor and Treatment F

Genesee County i ds Payable:

Series 2003 $9,000,000 Revenue Bonds backed by the full aith
and credit of the County of Genesee. Bond proceeds used for
Division Western Trunk Relief project. Due serilly in various
amounts ranging from $350,000 to $2,350000 through 2018
with interest rates from 2.00% to 4.50% s 3485000 $ Y (440,000) $ 3045000 $ 460000 $ 132288 § 480000 $ 113,888 s 495000 § 93488 S 515000 § 72450 8 535000 § 9275 560000 § 25200 § 3045000 § 486,589

Series 2005A $22,180,000 Stte Revolving Fund Program
Revenue Bonds backed by the full fath and credit of the County
of Genesee. Bond proceeds used for Northeast Extension Sever
project. Fully crawn May 2007. Due in amounts ranging from
$950000 to $1.285,000 through 2026 with interest rate of
1.625% 17,280,000 - (1,025,000) 16,255,000 1,045,000 264,14 1,060,000 27,163 1080000 29938 1095,000 212,388 1,115,000 194,594 10,860,000 501,145 16,255,000 2049372

Series 20058 $15,505,000 State Revolving Fund Program
Revenue Bonds backed by the fll faith and credit of the County
of Genesee for Division project. Fully drawn May 2007. Due in
amounts ranging from $660,000 to $900,000 through 2026 with
interest rate of 1.625% 12,0900 - (720.000) 11,370,000 730,000 178831 740,000 166,888 755.000 154741 765,000 142,391 780,000 129838 7,600,000 569.075 11,370,000 1,341,764

Series 2006A $2815,000 State Revolving Fund Program
Revenue Bonds backed by the fll faith and credit of the County
of Genesee. Bond proceeds used for Division Northeast
Extension Sewer project. Fully drawn October 2007. Due in
amounts ranging from $120,000 to $165,000 through 2027 with
interest rate of 1.625% 2,325,000 - (130.000) 2,195,000 130,000 35,669 130,000 33,556 135,000 31444 135,000 29250 140,000 27,056 1,525,000 139,749 2,195,000 296724

Series 20068 $7,705,000 State Revolving Fund Program
Revenue Bonds backed by the full fath and credit of the County
of Genesce. Bond proceeds used for Divsion Northeast
Extension Sewer project. Fully drawn July 2008. Due in
amounts ranging from $330,000 to $445,000 through 2027 with
interest rate of 1 625% 6,355,000 - (350.000) 6005,000 355,000 97.581 365,000 91813 370000 85,881 375,000 79869 380,000 7S 4160000 380737 6,005,000 809,656
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Genesee County Drain Commissioner
Division of Water and Waste Services

Description of Issue.

Principal
Outstanding

January 1,2012 Year

Issued During the  Retired During the

Principal
Outstanding

Year December 31,2012

2013

2014

Series 2006C $4,335,000 Sate Revolving Fund Program
Revenue Bonds backed by the full fath and credit of the County
of Genesce. Bond proceeds used for Division Northeast
Extension Sewer project. Fully drawn January 2008. Due in
amounts ranging from $185,000 to $250,000 through 2027 with
interest rate of 1.625%

Series 2007 $10,500,000 State Revolving Fund Program
Revenue Bonds backed by the fll faith and credit of the County
of Genesce. Bond proceeds used for Division Northeast
Extension Sewer project. Fully drawn in December 2010. Due
in amounts ranging from $450,000 to $610.000 through 2028
with interest rate of 1.625%

Series 2007B $8,000,000 Revenue Bonds backed by the full
faith and credit of the County of Genesee. Bond proceeds used
for Division Northeast Extension Sewer project. Due serially and
term in amounts ranging from $240,000 to $605,000 through
2028 with interest rates from 4.00% to 4.40%

Series 2009A $15,000,000 Revenue Bonds backed by the full
faith and credit of the County of Genesee. Bond proceeds used
for Division Northeast Extension Sewer project. Due serially and
term in amounts ranging from $475,000 to $1,150,000 through
2029 with incerest rates from 2.75% to 5.00%

Series 2010A $14,544,000 State Revolving Fund Program
Revenue Bonds backed by the fll faith and credit of the County
of Genesee. Bond proceeds used for Pump Station #1, ARTP
Blower Revamp, and ARTP Clarifiers. $794,876 remaining to be
drawn. Due in amounts ranging from $569.000 to $910,000
through 2030 with interest rate of 2.50%

Series 2011A $1,445,000 State Revolving Fund Program
Revenue Bonds backed by the full faith and credit of the County
of Genesee. Bond proceeds used for ARTP Switchgears. Fully
drawn in October 2012. Due in amounts ranging from $55,000
£0.$90,000 through 2031 with interest rate of 2.50%

Series 2011B $4,625,000 Revenue Bonds backed by the ful
faith and credit of the County of Genesee. Bond proceeds used
for NEES 3€. Due serially and term in amounts ranging from
$180,000 to $405,000 through 2031 with interest rates from
3.00% 10.5.00%

Refunding Series 2011C $7,870,000 Revenue Bonds backed
by the full fath and credit of the County of Genesee. Refunded
Series 2000, $6,000,000 ARTP Gric Removal bond and Series
20024, $11,000,000 ARTP Enhancement bond. Due in amounts
ranging from $1,000.000 to $1.500,000 through 2017 with
interest rates from 2.00% to 2.25%

Total Genesee County Drain Commission bonds

payable

3575000 -

9,130,000 -

7,240,000 -

14,050,000 .

10,508,950

2521176

577,606 867,394

4,825,000 .

7,870,000 -

(200,000) §

(470,000

(280,000)

(475,000

(585,000)

(55,000)

(1,450,000)

3,375,000

8,660,000

6,960,000

13,575,000

12:445,126

1,390,000

4,825,000

6,420,000

Prinipal

Interest

Principal

Summary of Bonds Payable (Continued)
Year Ended December 31, 2012

200000 §

480,000

295,000

500,000

600,000

60,000

1,455,000

54844 S

136,825

289,578

607,188

316223

34685

201,500

116,350

205000 $

485,000

310000

525,000

615,000

60,000

1,465,000

51,594

128984

277,778

593,438

299878

33250

201,500

87,150

99311556 3388570

(6.180,000)

39

96,520,126

6310000

2,465,706

640,000

2326880

2015 2016 2017 Later Total

Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
205000 § 8263 210000 § 44931 215000 § 41519 s 2340000 21450 § 3375000 $ 455,651
495,000 121,02 500,000 112,938 510,000 104731 6,190,000 569,482 8,660,000 1173982
325,000 25,378 340,000 252,378 360,000 238778 5,330,000 1479235 6,960,000 2,803,125
525,000 577,688 600,000 561,281 625,000 541,031 10,800,000 3768282 13,575,000 6,648,908
630,000 284,503 645,000 28753 660,000 252,628 9.295.126 1618911 12,445,126 3,040,89
60,000 31750 60,000 30250 65,000 28750 1,085,000 214,500 1,390,000 373,185
- 201,500 180,000 198,800 185,000 193,325 4,460,000 1,550,820 4,825,000 2,547,445
1,500,000 57500 1,000,000 32500 1,000,000 11250 6,420,000 304,750
6,575,000 218309 6:420,000 2,038,179 6,570,000 1,886,550 64.205,126 11431636 96,520,126 22,332,047
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Genesee County Drain Commissioner
Division of Water and Waste Services

Description of Issue.

Outstanding

Principal

Issued During the  Retired During the
January 1,2012 Year

Year

Principal
Outstanding
December 31,2012

2013

2014

Interceptor and Treatment Facilities

Community-related Bonds Payable

Refunding Series 2005 $2,900,000 County of Genesee
Limited Tax General Oblgation Bonds. Refunded Series 1995,
53,800,000 Bonds for Mt. Morris Township Sanitary Sewer
System project. Due serially in amounts ranging from $15,000 to
315,000 through 2019 with interest rates from 4.00% to 4.25%

Series 2006 $3,665,000 County of Genesee Limited Tax
General Obligation Bonds for Community Western Trunk
Extension Sewer Phase Il project. Due serially in amounts
ranging from $110,000 to $285,000 through 2026 with interest
rates from 4.00% to 4.35%

Total community-related bonds payable

Totalinterceptor and treatment facities bonds payable

District No. 3

Genes: issi ds Payable:

Series 2007 $6,000,000 Revene Bonds backed by the fll faith
and credit of the County of Genesee. Bond proceeds used for
Treatment Plant Improvement project. Due serially in various
amounts ranging from $195,000 to $470,000 through 2027 with
interest rates from 4.00% to 450%

Series 2010A $1,089,000 State Revalving Fund Program
Revenue Bonds backed by the full aith and credit of the County
of Genesee. Bond proceeds used for Districe #3 Digester Phase
L. Full drawn n September 2011 Due in amounts rangin from
44000 t0 $70,000 through 2030 with interest rate of 2.50%

Total Genesee County Drain Commission bonds
payable

s

2175000

3,060,000

s (235,000

(140,000

s 1,940,000

2920000

Prinipal

Interest

Principal

Summary of Bonds Payable (Continued)
Year Ended December 31, 2012

25000 §

145,000

75433 S

118335

255000 $

155,000

65,183

12335

5,235,000

(375.000)

4,860,000

390,000

193,768

410000

177518

104546556 $ 3388570 $  (6,555,000)

$ 101,380,126

6700000

2659474 §

6,850,000 §

2,504,398

5385000 §

1,045,000

s (225,000

(45,000)

s 5,160,000

1,000,000

240000 §

45,000

214538 $

25,000

250000 $

45,000

204738

23875

6430000

(270,000)

41

6,160,000

285,000

239538

295,000

28613

2015 2016 2017 Later Total

Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
25000 $ 54523 § 275000 $ 43453 § 285000 § 31900 § 615000 $ 26382 §  1,940000 § 296,875
165,000 105,935 170000 99235 180,000 92235 2,105,000 435276 2,920,000 963,351
430,000 160458 445,000 142688 465,000 124,136 2,720,000 461,658 4,860,000 1,260,226

7005000 $ 2343554 $ 6865000 S 2,180867 $  7,035000 S 2010686 $ 66925126 $ 11893294 $ 101,380,126 $  23,592.273
25000 $ 194438 $ 275000 $ 183638 $ 290000 $ 172338 $ 3840000 $ 918095 § 5160000 S 1,887,785
45,000 2750 50000 21625 50,000 20375 765,000 140875 1,000,000 254,500
310,000 217,188 325,000 205,263 340,000 192713 4,605,000 1,058,970 6,160,000 2,142,285
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Genesee County Drain Commissioner
Division of Water and Waste Services

Summary of Bonds Payable (Continued)
Year Ended December 31, 2012

Principal Principal
Outstanding ~ Issued During the ~ Retired During the  Outstanding,
Description of Issue January 1,2012 Year Year December 31,2012 2013 2014 2015 2016 2017 Later Total

Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest Interest

District No. 3
Community-related Bonds Payabl

Series 1996 $1,240,000 County of Genesee Limited Tax
General Obligation Bonds for Fenton Township Rolston and
Ripley Road Arms project. Due serially in amounts ranging from
25,000 to $100,000 through 2017 with interest rates from
5.00% t0 7.375% s 575000 $ -8 (75.000) $ 500000 § 100000 § 4750 § 100000 § 19.250 s 100000 $ 13750 $ 100000 § 8250 § - s - s 100000 § 2750 $ 500000 $ 68,750

Refunding Series 1996A $12,940,000 Revenue Bonds backed
by the full faith and credit of the County of Genesce. Refunded
Series 2005, $6000.000 District No. 3 Treatment Plant
Improvement bond. Due serially in various amounts ranging
from $75,000 to $1.355,000 through 2016 with interest rates
from 2.50% t0 5.00% 6,705,000 - (1,350,000) 5,355,000 1,355,000 28819 1,345,000 164,694 1,330,000 99,500 1,325,000 33,125 - - - - 5,355,000 526,138

Series 2003 $4,000000 County of Genesee Limited Tax
‘General Obligation Bonds for Fenton Township Sewage Disposal
System project. Due serialy in amounts ranging from $125,000
0 $250,000 through 2024 with nterest rates from 2.50% to
450% 2,925,000 - (200,000) 2,725,000 200,000 109,775 200000 102775 200000 95.775 225,000 88,525 25,00 80,088 1,675,000 297425 2,725,000 774363

Series 2004A $8,000,000 County of Genesee Limited Tax
‘General Obligation Bonds for Fenton Township Sewage Disposal
System project. Due serialy in amounts ranging from §250,000
o $700,000 through 2024 with nterest rates from 400% to

% 6250000 - (350.000) 5,900,000 350,000 244,500 400000 25,750 400,000 207750 400,000 191,750 450,000 174750 3900000 650,125 5,900,000 1,694,625

Series 20048 $4,600,000 County of Genesee Limited Tax
‘General Obligation Bonds for Fenton Township Sewage Disposal
System project. Due serially in amounts ranging from $100,000
to $400,000 through 2024 with interest rates from 4.00% to
5.00% 3950000 - (150,000) 3,800,000 150,000 157,250 150,000 149,750 200,000 142,000 300,000 132,000 300,000 120,000 2,700,000 421,000 3,800,000 1,122,000

Refunding Series 2007 $5,615,000 County of Genesee
Limited Tax General Obligation Bonds. Parcilly refunded Series
1998, §7,140,000 Bonds for City of Fenton, Fenton Township,
and City of Linden Sewage Disposal System project. Due serially
in amounts ranging from $20,000 to $915,000 through 2019 with
interest rate of 400% 4950000 - (290.000) 4,660,000 355,000 179.300 440,000 163.400 540,000 142,800 595,000 121,100 910,000 91,000 1,820,000 72,600 4,660,000 771,200

Total community-related bonds payable 25,355,000 - (2415,000) 22,940,000 2510000 944,394 2,635,000 825619 2770000 702,575 2,945,000 574,750 1,885,000 465,838 10,195,000 1,443,900 22,940,000 4,957,076

Total District No. 3 bonds payable s 3178500

-
-

(26850000 $ _ 29,100000 $ 2795000 $ 1,183,932 $ 2930000 $ 1054232 $ 3080000 $ 919,763 $ 37270000 $ 780013 $ 2225000 $ 658551 $ 14800000 $ 2502870 $ 29,100,000 $ 7099361
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Genesee County Drain Commissioner
Division of Water and Waste Services

Summary of Bonds Payable (Continued)
Year Ended December 31, 2012

Principal Principal
Outstanding  Issued During the  Retired Duringthe  Outstanding
Description of Issue. January 1,2012 Year Year December 31,2012 2013 2014 2015 2016 2017 Later Total

Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest

Water Supply Systems

\ds Payable:

Series 2003 $9,000,000 Revenue Bonds backed by the fullfaith
and credit of the County of Genesee. Bond proceeds used for
Water Tower project. Due serially in various amounts ranging
from $455,000 to $775.000 through 2018 with interest rates
from 2.50% to 4.375% s 4835000 § - (15000 $ 4220000 § 635000 163361 $ 660000 § 137461 s 690,000

Hnoie s 715,000

8095 § 745,000

9924 s 775000 § 16953

4220000 558,771

Series 20038 $18,000,000 Revenue Bonds backed by the full
faith and credit of the County of Genesee. Bond proceeds used
for North Water Loop Il project. Due serially and term in
various amounts ranging from $175,000 to $10,085,000 through
2033 with interest rates from 4.00% to 5.125% 16,290,000 - (270,000 16020000 290,000 783,763 310000 772163 325,000 759,763 345,000 746,763 365,000 732,963 14,385,000 6.964,662 16,020,000 10,760,077

Series 2004 $14,960,000 Revenue Bonds backed by the full
faith and credic of the County of Genesee. Bond proceeds used
for North Water Loop Il project. Due serially in various
amounts ranging from $200,000 to $1,000,000 through 2030
with nterest rates from 3.00% t0 5.00% 13,720,000 - (225.000) 13,495,000 235,000 614338 240,000 606,700 240000 598,300 250,000 588,700 260,000 578,700 12,270,000 4348300 13,495,000 7,335,038

Series 2007 $6,000,000 Revenue Bonds backed by the fullfaith
and credit of the County of Genesee. Bond proceeds used for
North Water Loop Il project. Due serially and term in various
amounts ranging from $150,000 to $450,000 through 2033 with
interes rates from 4.00% to 4.40% 540,000 - (150,000) 5.250,000 150,000 07478 150,000 2138 160,000 214953 160,000 208,153 160,000 201,353 4470000 1,994,696 5,250,000 3,067,961

Total Genesee County Drain Commission bonds
payable 40,245,000 - (1,260,000) 38,985,000 1,310,000 1788940 1,360,000 1.737,652 1:415,000 1,683,132 1,470,000 1624572 1,530,000 1.562940 31,900,000 13324611 38,985,000 21,721,847

Community-related Bonds Payable

Series 201 | $933,515 Drinking Water Revolving Fund Program
Revenue Bonds backed by the fullfaith and credit of the County
of Genesee. Bond proceeds used for Fenton Road Watermain -
Bristol to Maple. Fully drawn in July 2012. Due in amounts
ranging from $34,250 to $59,265 through 2031 with interest rate
0f250% 903,516 29999 (34,250) 899,265 40000 21,987 40,000 20982 40,000 19,982 40,000 18982 40,000 17982 699,265 128,378 899,265 228293

Total water supply systems bonds payable S 4LM48Sls S 29999 S (1294250) S 39884265 $ 1350000 S 1810927 S 1400000 § 1758634

1455000 $ 1703114 $ 1510000 $ 1643554 $ 1570000 $ 1580922 $ 32599265 $ 13452989 $  39.884.265

21,950,140

Total Genesee County Drain Commission bonds
payable § 145986556 § 3388570 § (7710000) § 141,665,126 § 7905000 $ 4494184 S 8095000 § 4293145

8300000 § 4083416 S 8215000 $ 3868014 $ 8440000 $ 3642203 $ 100710126 $ 25815217 $ 141,665,126 $ 46,196,179

Total community-relted bonds payable 31493516 29.999 (2824.250) 28699,265 2940000 1,160,149 3,085,000 1024119 3,240,000 883015 3430000 736420 2390000 607,956 13614265 20339% 20,699,265 6445594

Total - Allbonds payable S 177480072 S 3418569 $  (10,534250) § 170364391 $ 10845000 § 5654333 $ 11,180,000 5317,264 $ 11540000 § 4966431 S 11,645000 $ 4604434 $ 10830000 $  4250,159 $ 114324391 § 27,849,153 $ 170364391 § 52,641,773
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May 14,2013

Mr. Jeff Wright

Genesee County Drain Commissioner
Division of Water and Waste Services

G-4608 Beecher Road

Flint, Michigan 48532

We have audited the financial statements of the Enterprise Fund and Internal Service Fund of the
Genesee County Drain Commissioner Division of Water and Waste Services (a component unit
of Genesee County, Michigan) (the “Division”) as of and for the year ended December 31, 2012
and have issued our report thereon dated May 14, 2013. We have also audited the federal
awards of the Division for the year ended December 31, 2011 and issued our report dated
May 14, 2013. Professional standards require that we provide you with the following information
related to our audit.

Our Responsibility Under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated November 12, 2012, our responsibility, as described
by professional standards, is to express an opinion about whether the financial statements
prepared by management with your oversight are fairly presented, in all material respects, in
conformity with U.S. generally accepted accounting principles. Our audit of the financial
statements does not relieve you or management of your responsibilities. Our responsibility is to
plan and perform the audit to obtain reasonable, but not absolute, assurance that the financial
statements are free of material misstatement.

As part of our audit, we considered the internal control of Genesee County Drain
Commissioner Division of Water and Waste Services (the “Division”). Such considerations were
solely for the purpose of determining our audit procedures and not to provide any assurance
concerning such internal control.

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such
matters.

Our audit of the Division’s 201 | financial statements has been conducted in accordance with
Government Auditing Standards, issued by the Comptroller General of the United States. Under
Government Auditing Standards, we are obligated to communicate certain matters that come to
our attention related to our audit to those responsible for the governance of the Division,
including compliance with certain provisions of laws, regulations, contracts, grant agreements,
certain instances of error or fraud, illegal acts applicable to government agencies, and significant
deficiencies in internal control that we identify during our audit. Toward this end, we issued a
separate letter dated June 25, 2012 regarding our consideration of Division’s internal control
over financial reporting and separate letter dated May 14, 2013 regarding our consideration on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements. -

| Praxity

Mr. Jeff Wright May 14,2013
Genesee County Drain Commissioner
Division of Water and Waste Services

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our meeting about planning matters on December 12, 2012.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the Division are described in Note | to the financial statements. No new accounting
policies were adopted and the application of existing policies was not changed during 2012 other
than that the Division adopted GASB Statement No. 63, Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net Position. As a result, there were very minor
revisions to the terminology and reporting of the statement of net position.

We noted no transactions entered into by the Division during the year for which there is a lack
of authoritative guidance or consensus.

There are no significant transactions that have been recognized in the financial statements in a
different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates
affecting the financial statements were the recording of unbilled revenue, the postemployment
benefit liability calculation, the pension disclosures, and the calculation of the self-insurance
(IBNR) liability.

Management’s estimate of the unbilled revenue is based on amounts billed subsequent to year
end. We evaluated the key factors and assumptions used to develop the unbilled revenue in
determining that it is reasonable in relation to the financial statements taken as a whole.

Management’s estimate of the postemployment benefit liability and defined benefit pension costs
is based on certain assumptions made by the actuary. We evaluated the key factors and
assumptions used to calculate the liability in determining that it is reasonable in relation to the
financial statements taken as a whole.

Management’s estimate of the self-insurance liability is based on the quarterly billings received
from BCBS. We evaluated the key factors and assumptions used to calculate the receivable in
determining that it is reasonable in relation to the financial statements taken as a whole.
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Mr. Jeff Wright May 14,2013
Genesee County Drain Commissioner
Division of Water and Waste Services

The disclosures in the financial statements are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Disagreements with Management

For the purpose of this letter, professional standards define a disagreement with management as
a financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report

We are pleased to report that no such disagreements arose during the course of our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate
level of management.

We did not detect any misstatements as a result of audit procedures.
Significant Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, business conditions affecting the Division, and business plans and strategies
that may affect the risks of material misstatement with management each year prior to retention
as the Division’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition of our retention.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated May 14, 2013.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Division’s financial statements
or a determination of the type of auditor’s opinion that may be expressed on those statements,
our professional standards require the consulting accountant to check with us to determine that
the consultant has all the relevant facts. To our knowledge, there were no such consultations
with other accountants.

Mr. Jeff Wright May 14,2013
Genesee County Drain Commissioner
Division of Water and Waste Services

This information is intended solely for the use of Mr. Jeff Wright, Genesee County Drain
Commissioner, and management of Genesee County Drain Commissioner Division of Water
and Waste Services and is not intended to be and should not be used by anyone other than these
specified parties.

Other Information - Per Bulletin 6 issued by the State Department of Treasury, the State
made some revisions to the Michigan qualifying statement as well as changes to the filing
process. It is our understanding that the Division is considering issuing debt in the coming year,
and would need to file a qualifying statement in order to initiate the process.

The bulletin details the revisions made to the form, changes in the electronic filing process, and
provides information on the new process to submit a reconsideration request.

The qualifying statement is now Form 5047. The new form and link to the online filing are
available at www.michigan.gov/municipalfinance. You can also find Bulletin 6 by following this
same link.

Very truly yours,

Plante & Moran, PLLC

puti . Pl

Leslie J. Pulver



[THIS PAGE INTENTIONALLY LEFT BLANK]

B-26



Flante & Moran, PLLC

LT-d

plante e

moran

pha e nremcom

Independent Auditor's Report

To the Board of Commissioners
Genesee County
Flint, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Genesee County, Michigan (the "County") as of and for the year ended
September 30, 2013, and the related notes to the financial statements, which collectively comprise
Genesee County's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and in accordance with the standards applicable to financial audits contained in Goverment Auditing
Standards issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement. The financial statements of the following entities were not audited in
accordance with Government Auditing Standards: Economic Development Corporation of the County of
Genesee and Genesee County Storm Water Management System.

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of Genesee County Community Mental Health Services, a major
governmental fund of the County, which represents 37.6 and 15.1 percent of the assets and revenue,
respectively, of the governmental funds. We also did not audit the financial statements of Genesee County
Planning Commission, a non-major governmental fund of the County, which represents less than | percent
of both the assets and revenues of the governmental funds. We also did not audit the financial statements
of Genesee County Road Commission, a discretely presented component unit of the County, which
represents 30.5 percent and 19.6 percent, respectively, of the assets and revenues of the component
units. We also did not audit the financial statements of the Economic Development Corporation, a
discretely presented component unit of the County, which represents less than | percent of both the
assets and revenues of the component units. We also did not audit the financial statements of Genesee
Health Systems Authority, a discretely presented component unit of the County, which represents 9.6 and
62.5 percent of the assets and revenue, respectively, of the component units. Those financial statements
were audited by other auditors, whose report has been furnished to us, and our opinion, insofar as it
relates to the amounts included for Genesee County Community Mental Health Services, Genesee County
Planning Commission, Genesee County Road Commission, the Economic Development Corporation, and
the Genesee Health Systems Authority, is based solely on the report of the other auditors.

1 Praxity:

To the Board of Commissioners
Genesee County

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of Genesee County as of September 30, 2013 and the respective
changes in its financial position and, where applicable, cash flows for the year then ended, in accordance
with accounting principles generally accepted in the United States of America.

Empbhasis of Matter

As explained in Note C, the financial statements include investments valued at $191,881,667 (41 percent
of total investments for the aggregate remaining funds) at September 30, 2013 and at $156,308,416 (34
percent of total investments for the aggregate remaining funds) at September 30, 2012, whose fair values
have been estimated by management in the absence of readily determinable market values. Management’s
estimates are based on information provided by fund managers and the partnership general partners. Our
opinion has not been modified with respect to this matter.

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the major fund budgetary comparison schedules, as identified in the table of
contents, be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board, which
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplemental information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.
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To the Board of Commissioners
Genesee County

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Genesee County's basic financial statements. The combining statements, as identified in the
table of contents as other supplemental information, are presented for the purpose of additional analysis
and are not a required part of the basic financial statements.

The combining statements, identified in the table of contents as other supplementary information, are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

The introductory section and statistical section, as identified in the table of contents, have not been
subjected to the auditing procedures applied in the audit of the basic financial statements, and accordingly,
we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 18,
2014 on our consideration of Genesee County's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Genesee County's internal control over

financial reporting and compliance.
740«12/ { 77{4«4/, PLee

March 18, 2014

MANAGEMENT’S DISCUSSION AND ANALYSIS

GENESEE COUNTY

As management of Genesee County, we offer readers of the Genesee County’s financial statements this narrative overview and analysis of the
financial activities of Genesee County for the fiscal year ended September 30, 2013. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of transmittal, which can be found at the beginning of this report.

Financial Highlights

. The assets of Genesee County exceeded its liabilities at the close of the most recent fiscal year by $119,467,297 (net position). Of this
amount, $13,493,362 (unrestricted net position) may be used to meet the government's ongoing obligations to citizens and creditors.

«  The government's total net position decreased by $25,645,496. Governmental activities decreased by $28,366,573 while Business-type
activities increased by $2,721,077; the overall decrease is attributed to a decrease in Primary Government revenues, resulting primarily
from the transfer of Mental Health operations to Genesee Health Services, a newly established Mental Health Authority.

*  As of the close of the current fiscal year, Genesee County's governmental funds reported combined ending fund balances of $29,977,381
a decrease of $15,853,798 in comparison with the prior year. Approximately 21% of this total amount, $6,300,649, is available for
spending at the government's discretion (unassigned fund balance).

. At the end of the current fiscal year, unassigned fund balance for the General Fund was $9,455,182, 16% of total General Fund
expenditures.

*  Genesee County's total debt was increased by the issuance of delinquent tax notes in the amount of $39,900,000 during the current fiscal
year for various projects and refunding issues which was offset by total payments of $54,381,571.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Genesee County’s basic financial statements. Genesee County's basic
financial statements included three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic financial statements.

Gover ide Financial The government-wide financial statements are designed to provide readers with a broad overview of
Genesee County’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all Genesee County’s assets and liabilities, with the difference between the two reported as
net position. Over time, increases or decreases in net position may serve as a useful indicator of whether the financial position of Genesee County
is improving or deteriorating.

The statement of activities presents information showing how the government's net position changed during the most recent fiscal year. All changes
in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected
taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of Genesee County that are principally supported by taxes and
intergovernmental revenues (government activities) from other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of Genesee County include legislative, management and planning,
administration of justice, law enforcement, human services, community enrichment, general support, and other. The business-type activities of
Genesee County include Parks and Recreation System, Jail Commissary, Parking Meter and Delinquent Tax Revolving Fund.

The government-wide financial statements include not only Genesee County itself (known as the primary government), but also eight legally
separated component units for which Genesee County is financially accountable. Financial information for these component units is reported
separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found as Exhibit A-1 and A-2 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. Genesee County, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of Genesee County can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to compare the information
presented for governmental funds with similar information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government's near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate
this comparison between governmental funds and governmental activities.

Genesee County maintains individual governmental funds. Information is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances for the General Fund and four special revenue funds, all of
which are considered to be major funds. Data from the other governmental funds are combined into a single, aggregated presentation. Individual
fund data for each of these non-major governmental funds is provided in the form of combining statements elsewhere in this report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

GENESEE COUNTY

Genesee County adopts an annual appropriated budget for its General Fund. A budgetary comparison statement has been provided for the General
Fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found as Exhibit A-3 and A-4 of this report.

Proprietary Funds. Genesee County maintains two different types of proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. Genesee County uses enterprise funds to account for its Parks
and Recreation System, Jail Commissary, Parking Meter and Delinquent Tax Revolving Fund. Internal service funds are an accounting device used
to accumulate and allocate costs internally among Genesee County’s various functions. Genesee County uses internal service funds to account for
its fleet of vehicles, building and grounds maintenance, Self Insured Medicals, Property and Casualty and other Administrative Services. Because
all of these services predominantly benefit governmental rather than business-type functions, they have been included within governmental activities
in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The proprietary fund
financial statements provide separate information for the Parks and Recreation System, Jail Commissary, Parking Meter and Delinquent Tax
Revolving Fund. Conversely, all internal service funds are combined into a single, aggregated presentation in the proprietary fund financial
statements. Individual fund data for the internal service funds is provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found as Exhibit A-6, A-7, and A-8 of this report.
Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary funds are not
reflected in the government-wide financial statement because the resources of those funds are not available to support Genesee County’s own

programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found as Exhibit A-9 and A-10 of this report.

C Units P The goverr ide financial include not only Genesee County itself (known as the primary
government), but also eight legally separated component units for which Genesee County is financially accountable. Financial information for these
component units is reported separately from the financial information presented for the primary government itself.

The basic component unit financial statements can be found as Exhibit A-11 and A-12 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found as Exhibit A-13 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also presents certain required supplementary
information concerning Genesee County's progress in funding its obligation to provide pension benefits to its employees. Required supplementary
information can be found in Exhibit A-13 of this report.

The combining statements referred to earlier in connection with non-major governmental funds and internal service funds are presented immediately
following the required supplementary information on pensions. Combining and individual fund statements and schedules can be found as Exhibit C
of this report.

Government-wide Financial Analysis

As noted earlier, net position may serve overtime as a useful indicator of a government's financial position. In the case of Genesee County, assets
exceeded liabilities by $119,467,297 at the close of the most recent fiscal year.

A significant portion of Genesee County's net position (63%) reflects its investment in capital assets (e.g., land, buildings, machinery, and
equipment), less any related debt used to acquire those assets that is still outstanding. Genesee County uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although Genesee County’s investments in its capital assets
are reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

GENESEE COUNTY’S NET POSITION

Governmental Activities Business-type Activities Total
2013 2012 2013 2012 2013 2012
Current and other assets $76,130,833 $134,990,452 $55,608,797 $59,154,978  $131,739,630 $194,145,430
Capital assets 95,124,850 95,495,274 3,359,680 3,887,056 98,484,430 _ 99,382,330
Total assets 171,255,683 _230.485.726 58.968.377 63.042,034 230,224,060 293,527,760
Long-term liabilities outstanding 61,161,047 55,397,578 36,161,184 42,569,174 97,322,231 97,966,752
Other liabilities 12,501,025 _ 49,127,964 933,507 1,320,251 13,434,532 _ 50,448,215
Total liabilities 73,662,072 104,525,542  37,094.691 43,889,425 110,756,763 148,414,967
15

Governmental Activities i type Activities Total
2013 2012 2013 2012 2013 2012
Net position:
Net investment in capital assets $71,579,693 $ 69,930,626 $3,313,080 $3,815056 § 74,892,773 § 73,745,682
Restricted 19,786,947 23,334,199 11,294,215 10,816,391 31,081,162 34,150,590
Unrestricted 6,226,971 32,695,359 7,266,391 4,521,162 13,493,362 _ 37,216,521
Total net position $ 97,5936 $125.960.184 $21.873.686

An additional portion of Genesee County's net position (26%) represents resources that are subject to external restrictions on how they may be
used. The remaining balance of unrestricted net position ($13,493,362) may be used to meet the government's ongoing obligations to citizens and
creditors.

At the end of the current fiscal year, Genesee County is able to report positive balances in all three categories of net position, both for the
government as a whole, as well as for its separate governmental and business-type activities. The same situation held true for the prior fiscal year.

The government's total net position decreased by $25,645,496. This decrease represents Governmental activities which is attributed primarily to the
transfer of Mental Health operations to Genesee Health Services, a newly established Mental Health Authority.

Governmental Activi
are as follows:

s. Governmental activities decreased Genesee County’s net position by $28,366,573, key elements affecting this change
Genesee County’s Change in Net position

Governmental Activities i type Activities Total
2013 2012 2013 2012 2013 2012

Revenues:

Program revenues:
Charges for services (A) $43,056,628 $127,332,255 $ 13,937,979 $14,179,074  $56,994,607 $141,511,329
Operating grants and contributions (A) 81,285,904 113,688,537 - - 81,285,904 113,688,537
Capital grants and contributions - - - - - -

General revenues:

Taxes 72,790,031 81,473,016 - - 72,790,031 81,473,016
Use of money and investments 504,347 988,717 71,437 117,882 575,784 1,106,599
Other intergovernmental revenues 16,031,090 3,915,651 - - 16,031,090 3,915,651
Other unrestricted revenues 8,173,635 8,398,465 - - 8,173,635 8,398,465
Total revenues 221,841,635 335,796,641 14,009,416 14,296,956 235,851,051 350,093,597
Expenses:
Legislative 981,519 1,023,886 - - 981,519 1,023,886
Management and planning 12,901,085 5,302,148 - - 12,901,085 5,302,148
Administration of justice 38,949,070 40,587,961 - - 38,949,070 40,587,961
Law enforcement/commun. protec. 36,508,812 32,423,243 - - 36,508,812 32,423,243
Human services (A) 130,931,244 242,432,706 - - 130,931,244 242,432,706
Community enrichment/develop 16,255,901 17,005,313 - - 16,255,901 17,005,313
General support services - - - - - -
Other - - - - - -
Interest on long-term debt 1,101,895 1,361,032 - - 1,101,895 1,361,032
Commissary - - 340,779 323,556 340,779 323,556
Delinquent Tax - - 4,757,339 5,113,306 4,757,339 5,113,306
Parks & Recreation Enterprise - - 951,103 888,622 951,103 888,622
Parking Meter - - 349,854 65,795 349,854 65,795
Total Expenses 237,629,526 340,136,289 6,399,075 6,391,279 244,028,601 346,527,568
Increase (decrease) in net position
before transfers (14,608,480) (4,339,648) 7,610,341 7,905,677 (6,998,139) 3,566,029
Transfers 4,889,264 5,687,129 _ (4.889,264) 5,687,129
Special item — transfer of operations
to Genesee Health Systems (17,467,946 (17.467.946) _ 20.349.315

Change in net position (28,366,573 1,347,481 2,721,077 2,218,548 (25,645,496) 3,566,029
Beginning of year net position (as restated) 125,960,184 124,612,703 _ 19,152,609 16,934,061 145,112,793 141,546,764
End of year net position $125,960,184 $ 21,873,686 $19,152,609  $119,467,297 $145,112,793"

(A) Decrease due primarily to reporting Genesee Health Services as a discretely presented component unit effective January 1, 2013.

«  Implementation of GASB 34 requirements has changed the presentation of this report and is reflected in the net asset balances.
*  Reductions in tax revenue collections and program grants has forced cutbacks in many areas.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

GENESEE COUNTY

. Due to careful budgeting and a transfer from the Delinquent Tax Fund, Genesee County’s General Fund has seen a $570,402 increase in
fund balance.

e  Taxes decreased by $8,682,985 during the year. Most of this decrease is property taxes due to weak residential growth and a weak
housing market.

e Operating grants for governmental activities remain a large part of the overall budget. These grants support a variety of community
services in the county.

Business-type activities. The net position for business-type activities increased by $2,721,077. Key elements of this increase are as follows.

e The decrease in transfer of funds to Governmental activities for support of general operating expenditures and debt service requirements
are reflected in this increase.

Financial Analysis of the Government’s Funds
As noted earlier, Genesee County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds. The focus of Genesee County’s governmental funds is to provide information on near-term inflows, outflows, and balances of
available resources. Such information is useful in assessing Genesee County’s financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, Genesee County's governmental funds reported combined ending fund balances of $29,977,381, an
decrease of $15,853,798 in comparison with the prior year. Approximately 21% of this total amount, ($6,300,649) constitutes unassigned fund
balance, which is available for spending at the government'’s discretion.

The General Fund unassigned fund balance totaled $9,455,182, while total fund balance increased to $12,316,681. As a measure of the General
Fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund
balance represents 16% of total General Fund expenditures, while total fund balance represents 21% of that same amount.

At the end of the current fiscal year, the total fund balance of county health was increased to $2,539,048. The fund balance represents 19% of total
county health expenditures.

The increase in the fund balances of Genesee County’s governmental funds were as the result of the following:
General Fund - The Genesee County Board of Commissioner passed a 2012/2013 General Fund budget anticipating the use of $0 of fund
balance. During 2012/2013 General Fund revenues were more than budgeted revenues by $712,096 while expenditures exceeded the
budget by $313,364.

e County Health - In the 2012/2013 fiscal year, the County Health Department anticipated expenditures of $15,432,755. The actual amount
of expenditures was $13,566,386. This variance, combined with other variances in revenue items resulted in the Health Department fund
balance increasing by $1,278,936.

. Community Action Resource Department — The fund balance of the Community Action Resource Department decreased during the
2012/2013 fiscal year by a total of $544,196. This decrease was attributable to numerous changes in the funding levels from the Federal
and State governments throughout the fiscal year.

Proprietary funds. Genesee County’s proprietary funds provide the same type of information found in the government-wide financial statements,
but in more detail.

Unrestricted net position at the end of the year amounted to $7,266,391. The total increase in net position for all proprietary funds was $2,721,077.
Other factors concerning the finances of these funds have already been addressed in the discussion of Genesee County’s business-type activities.

General Fund Budgetary Highlights

During the year, the County board amended the budget to take into account events during the year. General Fund's expenditures and
appropriations budget was increased in total by $1,292,729. The major budgetary increases/decreases are summarized as follows:

e A negative variance of $197,065 in various General Fund revenues occurred due to the anticipated revenue received for fines and
forfeitures and uses of money.

e A $213,240 increase was allocated to the Board of Commissioners department to cover costs of attorney fees related to discussions of
union contract changes and usage of delinquent tax funds.

e Atotal increase of 3,531,270 was allocated to Other expenses to cover furlough days savings being less than anticipated due to delays in
union contract settlements.

e A $261,459 increase was allocated to various departments to cover Capital Outlay which is allocated during the year on an as needed
basis.

« A $193,701 increase was appropriated to the various Internal Service departments to cover additional costs of overtime which is budgeted
in the General Fund and allocated on a monthly basis based on departmental need.

Overall during the year, actual General Fund revenues were more than the amended budgetary estimates and expenditures exceeded the amended
budget, resulting in a small increase in fund balance that was less than the final amended budget amount.

Capital Asset and Debt Administration

Capital assets. Genesee County's investment in capital assets for its governmental and business type activities as of September 30, 2013,
amounts to $98,484,430 (net of accumulated depreciation). This investment in capital assets included land, buildings and system, improvements,
machinery and equipment, and park facilities.

Additional information on Genesee County’s capital assets can be found in Note D in Exhibit A-13 of this report.

Debt. At the end of the current fiscal year, Genesee County had total bonded debt outstanding of $260,287,117. Of this amount, $116,886,416
comprises debt backed by the full faith and credit of the government, $318,505 is special assessment debt for which the government is liable in the
event of default by the property owners subject to the assessment and $7,210,000 is Michigan Transportation bonds for which are payable with Act
51 money.

Genesee County’s total debt, including component units, decreased by $12,564,144 during the current fiscal year. The key factor in this decrease
was due to normal debt retirement in the fiscal years budget. Genesee County maintains an “A+” rating from Standard & Poor’s and an “A2” rating
from Moody’s for general obligation debt.

State statutes limit the amount of general obligation debt a governmental entity may issue to 10 percent of its total assessed valuation. The current
debt limitation for Genesee County is $899,354,911, which is significantly in excess of Genesee County’s outstanding general obligation debt.

Additional information on Genesee County’s long-term debt can be found in Note E of Exhibit A-13 of this report.

Economic Factors and Next Year’s Budgets and Rates

. The unemployment rate for Genesee County is currently 8.4 percent, which is an decrease from a rate of 11.2 percent a year ago. This
decrease is attributed to local conditions and is reflective of state and national trends.

. The government expects to see reduced funding from State agencies due to a reduction in tax collections as seen in a nation-wide trend
of state and local revenues.

« |Inflationary trends in the region compare favorably to national indices.

«  Goals to achieve concessions in current union negotiations continue (decreases in longevity wages and changes to co-pays for health
care).

. Continuation of the instituted hiring freeze.

All of these factors were considered in preparing Genesee County’s budget for the 2013 fiscal year.
Request for Information
The financial report is designed to provide a general overview of Genesee County’s finances for all those with an interest in the government's

finances. Questions concerning any of the information provided in this report or requests for additional financial information should be addressed to
the Office of the Controller, County of Genesee, 1101 Beach Street, Flint, Ml 48502.
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STATEMENT OF NET POSITION

SEPTEMBER 30, 2013

GENESEE COUNTY Exhibit A-1
i typ Component
Activities Activities Total Units
ASSETS
Cash and cash equivalents. 5,258,652 1,906,853 $ 7,165,505 $ 70,731,664
15,354,194 7,359,519 22,713,713 32,777,451
Current and delinquent taxes receivable
(net $1,116,143)......oiis 13,998,293 43,643,971 57,642,264
Special assesments receivable.............................. 43,744,763
Interest and accounts receivable
(net allowance $2,994,243)... 14,736,768 4,579,064 19,315,832 12,177,670
Due from other governmental units. 14,931,026 4,260,328 19,191,354 9,395,089
Due from 1t unit.... 520,076 466,518 986,594 225,000
Due from primary government 26,359
Internal balances 6,665,352 (6,665,352)
Inventory.. 1,305,644 34,448 1,340,092 2,498,017
Prepayment 1,148,212 23,448 1,171,660 1,548,042
Unamortized cost of issuance. 679,048
Other assets... 114,307 114,307 2,581,801
Restricted assets
Cash 4,850,004
Deposits and employee advances. 333,309 333,309 1,604,423
Net OPEB asset. 658,197
Long term advances to component uni 1,765,000 1,765,000
Local unit construction in progres: 156,500
Investment in joint venture.... 3,893,843
Intangible assets - Net. 12,188
Capital assets not being depreciatex 11,398,753 3,145,718 14,544,471 57,804,898
Capital assets (net of 83,726,097 213,862 83,939,959 480,248,309
Total assets 171,255,683 58,968,377 230,224,060 725,613,356
LIABILITIES
4,291,505 398,736 4,690,241 23,104,542
3,439,970 13,980 3,453,950 106,485
Other accrued liabilities and deposits. 440,281 520,786 961,067 3,183,974
Accrued interest payable... 287,815 287,815 277,286
Due to other governmental unit 3,805,586 5 3,805,591 21,376,428
Due to primary government. 986,594
Due to component unit... 26,359 26,359 225,000
Long-term from primary go 1,765,000
Unearned revenue. 209,509 209,509 11,126,145
Liabilities payable from restricted assets:
Accounts payable. 759,195
Noncurrent liabilities:
Net OPEB obligation. 29,095,022 314,684 29,409,706 5,676,066
Current portion debt. 7,635,759 8,928,500 16,564,259 14,587,242
Long term debt.... 24,430,266 26,918,000 51,348,266 187,781,313
Total Ii 73,662,072 37,094,691 110,756,763 270,955,270
NET POSITION
Net investment in capital assets............................. 71,579,693 3,313,080 74,892,773 378,952,538
Restricted:
Special Revenue:
Community development.... 14,305,564 14,305,564
Community enrichment and development............ 356,692 356,692
Drug forfeiture. . 43,759 43,759
Emergency medical service: 720,963 720,963
Health care services. 571,809 571,809
Planning-solid waste activities. 296,065 296,065
Senior services. 2,904,020 2,904,020
Social services. 116,299 116,299
Veterans millage. 471,776 471,776
Retirement of delinquent tax notes payable. 10,345,404 10,345,404
Parks & recreation non expendable.... 948,811 948,811
10,649,495
Debt service. 3,158,668
Unrestricted 6,226,971 7,266,391 13,493,362 61,897,385
97,593,611 21,873,686 $ 119,467,297 $ 454,658,086

The notes to the financial statements are an integral part of this statement 24
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STATEMENT OF ACTIVITIES - GOVERNMENTAL, BUSINESS-TYPE,

AND COMPONENT UNITS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

GENESEE COUNTY

Functions/Programs

Primary government:
Governmental activities:
Legislative.
Management and planning
Administration of justice....
Law enforcement and community protection
Human services
Community enrichment and development.
Interest on long-term debt.

Total governmental

Exhibit A-2

Net (Expense) Revenue and

Program Revenues Changes in Net Position

Primary Government

Business-type Activities:
Commissary..
Delinquent Tax..

Parks and Recreation Enterprise.
Parking Meter..............cccccuen

Total business-type a

Total primary government

Component units:
Road Commission.
Water and Waste Services.
Economic Development Corporation.

Land Bank Authority.

Brownfield Authority.
Storm Water Mar

Total Component Units

The notes to the financial statements are an integral part of this statement.
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Operating Capital Grants
Charges for Grants and and Governmental Business-type Component
Services Contributions Contributions Activities iviti Total Units
$ 981,519 51,762 $ (929,757) $ (929,757)
12,901,085 4,993,877 1,247,126 (6,660,082) (6,660,082)
38,949,070 4,853,624 9,505,889 (24,589,557) (24,589,557)
36,508,812 1,775,139 2,470,462 (32,263,211) (32,263,211)
130,931,244 26,945,416 64,863,400 (39,122,428) (39,122,428)
16,255,901 4,436,810 3,199,027 (8,620,064) (8,620,064)
1,101,895 (1,101,895) (1,101,895)
237,629,526 43,056,628 81,285,904 $ 0 (113,286,994 $ 0 (113,286,994 $ 0
340,779 534,689 193,910 193,910
4,757,339 12,727,040 7,969,701 7,969,701
951,103 353,734 (597,369) (597,369)
349,854 322,516 (27,338) (27,338)
6,399,075 13,937,979 0 0 0 7,538,904 7,538,904 0
$ 244,028,601 $ 56,994,607 1.2 4 $ 0 (113,286,994, 7,538,904 (105,748,090) 0
38,229,602 8,067,639 28,955,789 (1,206,174)
51,455,673 52,560,768 $ 1,620,118 2,725,213
22,087 (22,087)
4,267,568 646,792 1,650,770 (1,970,006)
8,778,607 5,796,756 4,136,740 26,892 1,181,781
577,222 270,004 (307,218)
407,292 290,269 (117,023)
106,718,421 4,143,468 97,587,625 2,775,000 (2,212,328)
$ 172,226,870 3 63.417.788 $ 102014634 $ 6.072.780 (1,927,842)
General Revenues:
Current property taxe: 69,503,562 69,503,562
State liquor ta; 3,263,945 3,263,945
State cigarette tax. 22,524 22,524
Use of money and investnr 504,347 71,437 575,784 1,757,481
Other unrestricted intergovernmental revenues..... 16,031,090 16,031,090 1,808,843
Other unrestricted revenue: 8,173,635 8,173,635
Unrestricted contribution: 4,797,438
Transfer: 4,889,264 (4,889,264
Total general revenues and transfers. 102,388,367 (4,817,827) 7,570,54 8,363,762
Special item - transfer of operations to Genesee Health Services.. (17,467,946) (17,467,946) 20,349,315
Change in net position. (28,366,573) 721,077 (25,645,496) 6,435,920
Net position - beginning 125,960,184 19,152,609 145,112,793 427,872,851
Net position - ending.... $ 97593611  § 21873686  $ 119467297 $  454.658.086
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BALANCE SHEET - ASSETS
GOVERNMENTAL FUNDS

GENESEE COUNTY Exhibit A-3-1
September 30, 2013
Community
Mental Action Other Total
Health County Resource Community Governmental Governmental
General 12/31/12 Health Department Development Funds Funds

Cash and cash equivalents - Note C $ $ $ $ $ 347,110  § 4,199,477 $ 4,546,587
Current and delinquent taxes receivable................cocooeiiiiiiiiiiiiiiiieieeeees 13,998,293 13,998,293
I its - Note C 6,252,595 6,252,595
Interest and accounts receivabl 585,722 230,823 13,674,560 167,401 14,658,506
Due from other governmental unit 2,195,233 141,407 3,362,789 418,437 8,544,324 14,662,190
Due from other county funds -- Note L 15,473,922 3,294,333 134,334 7,291,712 26,194,301
Due from component unit -- Note L 500,000 19,040 311 725 520,076
INVENTOTY ... 485,062 638,400 137,018 1,260,480
Prepaymer 20,690 22,020 4,173 46,883
Other asset: 109,080 5,227 114,307
Deposits and employee advances. 333,309 333,309
Long term advance to component uni 1,765,000 1,765,000
Long-term advance: 1,840,809 1,840,809

TOTAL ASSETS $ 34.947.978 $ 0 $ 3.707.623 $ 4.091.265 $ 15.078.818 $ 28.367.652 $ 86.193.336

The notes to the financial statements are an integral part of this statement.
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BALANCE SHEET - LIABILITIES AND FUND EQUITIES
GOVERNMENTAL FUNDS

GENESEE COUNTY Exhibit A-3-2
September 30, 2013
Community
Mental Action Other Total
Health County C Governmental Governmental
General 12/31/12 Health Department D Funds Funds
Accounts payable. $ 588,249 $ $ 153,228 $ 863,019 $ 255,556 $ 1,876,403 $ 3,736,455
Accrued payroll. 966,327 424,675 111,270 555,007 2,057,279
Other accrued liabilities and deposit: 5,245 256,261 261,506
Due to other governmental unit 0 211,665 358,714 2,470,429 3,040,808
Due to other county funds -- Note L 16,222,684 297,525 3,412,680 132,625 5,271,713 25,337,227
Due to component unit -- Note L 26,359 26,359
Deferred revenue. 4,848,792 81,482 147,962 13,667,164 3,010,921 21,756,321
TOTAL LIABILITIES 22,631,297 0 1,168,575 4,534,931 14,440,418 13,440,734 56,215,955
Fund equities:
Fund balances - Notes F, G and S:

Nonspendable 1,861,499 22,020 485,062 638,400 1,906,041 4,913,022
Restricted.. 5,481,383 5,481,383
Committed. 74,994 74,994
Assigned... 1,000,000 2,517,028 9,690,305 13,207,333
Unassigned . 9,455,182 928,728 (2,225,805 6,300,649
TOTAL FUND EQUITIES 12,316,681 0 2,539,048 (443,666) 638,400 14,926,918 29,977,381
TOTAL LIABILITIES AND FUND EQUITIES $ 34,947,978 $ 0 $ 3.707.623 $ 4,091,265 $ 15,078,818 3 28,367,652 $ 86,193,336

The notes to the financial statements are an integral part of this statement.
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITON

GENESEE COUNTY

Fund balances of governmental funds
Amounts reported for governmental activities in the statement of net position are different because:

Capital assets used in governmental activities are not financial resources and, therefore are
not reported in the funds

Other long-term assets are not available to pay for current-period expenditures and, therefore,
are deferred in the funds:

Property taxes
Grant receivable
Rental income from component units

Net position held in internal service funds are classified as held for governmental activities but
are not reported in the funds. This amount is the net position exclusive of capital assets and
long-term debt which are reported elsewhere in this reconciliation

Net OPEB asset

Net OPEB liability

Long-term liabilities, including long-term notes, bonds payable and accrued interest payable
are not due in the current period, and therefore, are not reported in the funds

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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Exhibit A-3-3

September 30, 2013

$ 29,977,381

95,124,850

4,763,452
15,018,360
1,765,000

8,815,004
0

(29,095,022)

28,775,414
$ 97,593,611

This Page was Intentionally Left Blank

29



Le-d

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

Fiscal Year Ended September 30, 2013

GENESEE COUNTY Exhibit A-4
Mental
Health
General 12/31112
Revenues:
Taxes--Note H $ 45,261,951
Licenses and permits 909,814
Fines and forfeiture: 1,564,789
Use of money and property. 58,600
Federal grants--Note G. 223,108 1,231,478
State grants--Note G 4,477,801
Other intergovernmental revenue: 14,276,577
Charges for service: 10,721,032 27,841,645
Other. 813,083 785,018
TOTAL REVENUES 73,828,954 34,335,942
Expenditures:
Current operations:
islati 922,513
Management and planning 7,693,035
Administration of justice. 22,747,986
Law enforcement and pl 21,577,256
Human service: 1,234,017 35,247,757
Community enrichment and it
General support service:
Other. 2,696,188
Capital outlay. 235,905 81,028
Contribution to Component Units-Mental Health Services..... 2,775,000
Debt service:
Principal paym
Interest.
TOTAL EXPENDITURES 59,881,900 35,328,785
REVENUES OVER (UNDER) EXPENDITURES 13,947,054 (992,843)
Other financing sources (uses):
Transfers-I 6,723,572 925,000
Transfers-Out. (20,100,224)
TOTAL OTHER FINANCING SOURCES (USES) (13,376,652) 925,000
Special item - transfer of operations to Genesee Health Services................ (17,467,946)
NET CHANGE IN FUND BALANCES 570,402 (17,535,789)
Fund balance at beginning of year. 11,746,279 17,535,789
FUND BALANCE AT END OF YEAR  § 12.316.681 0

The notes to the financial statements are an integral part of this statement.
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Community
Action Other Total
County Resource Community Governmental Governmental
Health Department Funds Funds

$ $ $ 24,439,051 $ 69,701,002

1,031,767 6,740 1,948,321

104,845 1,669,634

445,747 504,347

5,262,724 22,841,798 3,366,735 25,517,422 58,443,265

2,770,726 1,403,379 10,890,711 19,542,617

527,339 5,391,666 20,195,582

355,765 7,096,472 46,014,914

1,817,978 4,039,962 109,446 1,143,816 8,709,303

11,766,299 28,285,139 3,476,181 75,036,470 226,728,985

922,513

7,693,035

12,428,509 35,176,495

11,871,620 33,448,876

13,566,386 28,857,356 40,103,507 119,009,023

4,362,381 14,687,753 19,050,134

0

638,458 3,334,646

250,810 2,981,819 3,549,562

2,775,000

2,365,000 2,365,000

1,249,358 1,249,358

13,566,386 29,108,166 4,362,381 86,326,024 228,573,642
(1,800,087) 823,027, 886,200 (11,289,554 (1,844,657)

3,079,023 640,742 17,591,779 28,960,116

(361,911) (5,039,176 25,501,311

3,079,023 278,831 0 12,552,603 3,458,805
(17,467,946)

1,278,936 (544,196) (886,200) 1,263,049 (15,853,798)

1,260,112 100,530 1,524,600 13,663,869 45,831,179

2,539,048 $ (443.666) $ 638.400 $ 14.926 918 $ 29.977.381
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

GENESEE COUNTY

Exhibit A-5

Fiscal Year Ended September 30, 2013

Net change in fund balances--total governmental funds

Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlay as expenditures, however, in the statement of
activities the cost of assets is allocated over their useful lives and reported as depreciation
expense. Details of the difference are:

-Capital outlay

-Loss on Disposals

-Depreciation expense
Decrease in net OPEB asset

Increase in net OPEB liability

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds

Change in accrued interest

The payment of principal on long-term debt consumes current financial resources of the
governmental funds. However, on the statement of net position, repayment of principal is
recorded as a reduction to long-term debt payable and does not have any effect on net position

The activities of the internal service funds are considered part of governmental activities on the
statement of changes in net position but are not reported in the funds

Change in net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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$  (15,853,798)

3,706,103
(198,029)
(4,138,670)
(1,604,133)

(9,100,225)
(3,672,558)

153,399

2,339,500

1,838

$ 28,366,573

This Page was Intentionally Left Blank
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BALANCE SHEET--PROPRIETARY FUNDS

GENESEE COUNTY

ASSETS

CURRENT ASSETS
Cash and cash
Ir
Current and delinquent property taxes receivable,

less allowance for of $1,050,316
Interest and accounts receivable, less allowance $2,338,560..
Due from other go units
Due from other county fund:
Due from 1t unit.

Supplies inventory.

TOTAL CURRENT ASSETS

CAPITAL ASSETS
Construction in progress.
Land
Land i
Buildings and impro
Equipment.

TOTAL CAPITAL ASSETS
Less allowances for

TOTAL CAPITAL ASSETS, NET
TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES
Accounts payable.
Accrued payroll.
Other accrued liabilities and deposit:
Due to other governmental unit:
Due to other County fund:
Compensated absences.
Current portion of notes/bonds payable

TOTAL CURRENT LIABILITIES

LONG-TERM DEBT
Net OPEB obligation.
General and workers' compensation claim/Liability.
Long-term advance.
Notes/bonds payable exclusive of current portion.
TOTAL LONG-TERM DEBT
TOTAL LIABILITIES

NET POSITION:
Restricted for:
Retirement of delinquent tax notes payable.
Parks & recreation non-expendable.
Capital improvement.
Net it in capital asset
Unrestri

TOTAL Net Position

The notes to the financial statements are an integral part of this statement.
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Exhibit A-6

Business Type Ac

Delinquent
Taxes

$ 509,189
6,410,708

43,643,971
4,579,064
4,186,972
1,215,270

466,518

61,011,692

2,439,608

507,486
2,947,094

$ 63.513.826

$ 346,562
464,663

5

7,862,897

8,900,000
17,574,127

100,934
26,900,000

27,000,934
44,575,061

10,345,404

2,502,134
6,091,227
$ 18,938,765

September 30, 2013 Governmental
Enterprise Funds Activities-
Non-Major Internal
Enterprise Service
Funds Total Funds
$ 1,397,664 1,906,853 $ 712,065
948,811 7,359,519 9,101,599
43,643,971
4,579,064 78,262
73,356 4,260,328 268,836
1,215,270 7,073,878
466,518
34,448 34,448 45,164
23,448 23,448 1,101,329
2,477,727 63,489,419 18,381,133
40,938
706,110 3,145,718 193,496
3,086,571 3,086,571
1,181,214 1,181,214 2,481,824
3,920,856 4,428,342 10,293,291
8,894,751 11,841,845 13,009,549
8,037,305 8,482,265 10,225,664
857,446 3,359,580 2,783,885
$ 3,335.173 66.848.999 $ 21,165.018
$ 52,174 398,736 $ 555,050
13,980 13,980 1,382,691
56,123 520,786 178,775
0 5 764,778
17,725 7,880,622 1,265,600
3,578,426
28,500 8,928,500 1,567,058
168,502 17,742,629 9,292,378
213,750 314,684
2,561,998
1,840,809
18,000 26,918,000 650,483
231,750 27,232,684 5,053,290
400,252 44,975,313 14,345,668
10,345,404
948,811 948,811
89,786
810,946 3,313,080 2,768,013
1,175,164 7,266,391 3,961,551
$ 2,934,921 21.873.686 $ 6.819.350
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
FUND NET POSITION--PROPRIETARY FUNDS

GENESEE COUNTY Exhibit A-7

Year Ended 30, 2013 Governmental
Bu. Type Activities - Enterprise Funds Activities-
Non-Major Internal
Delinquent Enterprise Service
Taxes Funds Total Funds

Operating revenues:

Charges for sales and SErviCes. ...........cccuuuuiiiiiriiiiiiiiiieeee e $ 12,727,040 $ $ 12,727,040 $ 25,099,514
Ticket, permit & concession sale: 1,210,939 1,210,939
TOTAL OPERATING REVENUES 12,727,040 1,210,939 13,937,979 25,099,514
Operating expenses:
Salaries and fringe beneffit: 437,897 612,655 1,050,552 5,182,498
Supplies and other operating exper 3,955,036 922,706 4,877,742 20,340,732
Depreciation. 101,497 102,775 204,272 1,085,240
TOTAL OPERATING EXPENSES 4,494,430 1,638,136 6,132,566 26,608,470
OPERATING INCOME (LOSS) 8,232,610 (427,197) 7,805,413 (1,508,956)
Non-operating revenues (expenses):
I tment earning: 4,050 67,387 71,437 199,343
Interest expense (262,909) (3,600) (266,509) (1,099)
Gain (loss) on sale of property and equipment... 552,091
Contribution to Component Units-Land Bank Authority & Brownfield........... 670,000 (670,000
TOTAL NON-OPERATING REVENUES (EXPENSES) 928,859 63,787 (865,072 750,335
INCOME (LOSS) BEFORE TRANSFERS 7,303,751 (363,410) 6,940,341 (758,621)
Transfers-il 545,000 545,000 760,459
Transfers-out (4,735,164 (29,100) (4,764,264)
TOTAL TRANSFERS (4,735,164 515,900 (4,219,264) 760,459
CHANGE IN NET POSITION 2,568,587 152,490 2,721,077 1,838
Net position at beginning of year. 16,370,178 2,782,431 19,152,609 6,817,512
NET POSITION AT END OF YEAR $ 18.938.765 $ 2934921 $ 21.873.686 $ 6.819.350

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF CASH FLOWS-
PROPRIETARY FUNDS

GENESEE COUNTY

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customer:
Cash payment for delinquent taxes.
Cash payments to suppliers for goods and service:
Cash payments to employees for service:

Other operating revenue:

NET CASH PROVIDED (USED) FOR OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Borrowing under delinquent tax notes payable.
Repayments under delinquent tax notes payable.
Interest paid on delinquent tax notes payable.
Advances (repayments) to other governmental units, County units and funds.
Transfer to component unit.
Transfers-in from other fund
Transfers-out to other fund:
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital asset:
Principal paid on long-term debt
Interest paid on long-term debt.
Proceeds from sale of long-term debt.
NET CASH PROVIDED BY (USED FOR) CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investment iti

Proceeds from sale and maturities of i tment securitie:
Interest and dividends on investments earnings (loss).
NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES
NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year.
CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH PROVIDED
BY (USED FOR) OPERATING ACTIVITIES:
Operating income (loss).
Adjustments to reconcile operating income (loss) to net cash provided by
(used for) operating activities:
Depreciation.
Provision for uncollectible
Change in assets and liabilities:
(Increase) decrease in current and delinquent property taxes receivable.
(Increase) decrease in interest and accounts receivable.
(Increase) decrease in supplies inventory.
Increase in net OPEB li@bility...............oieieiiiiiiiiiiiii e
(Increase) decrease in prepayment and other current asset:
Increase (decrease) in accounts payable and related item:
Increase (decrease) in accrued payroll
Increase (decrease) in other accrued liabilities and deposit:
Net cash provided by (used for) operating activitie:

Noncash investing activities - increase in fair value of investments.................................

The notes to the financial statements are an integral part of this statement.
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Exhibit A-8

Business Type

Delinquent
Taxes

$ 39,151,903
(24,818,278)
(4,709,998)

1,108,676
10,732,303

39,900,000
(46,400,000)
(273,278)

2,670,798
(670,000)

4,735,164
(9.507,644)

344,220

344,220

(59,401,349)
56,500,000

4,050

(2,897,299)
(1,328,420)
1,837,609

3 509,189

$ 8,232,610
101,497
(63,456)

2,700,320
78,397

34,745

(351,810)

Fiscal Year Ended September 30, 2013 Governmental
Activities - Enterprise Funds Activities-
Non-Major Internal
Enterprise Service
Funds Total Funds
$ 1,211,388 $ 40,363,291 $ 24,974,703
(24,818,278)
(902,189) (5,612,187) (21,088,027)
(530,590) (530,590) (4,701,583)
1,108,676
(221,391) 10,510,912 (814,907)
39,900,000
(46,400,000)
(273,278)
2,670,798 1,544,909
(670,000)
545,000 545,000 760,459
(29,100) (4,764,264)
515,900 (8,991,744) 2,305,368
344,220 (1,169,857)
(25,500) (25,500) (501,929)
(1,099)
46,935
(25,500) 318,720 (1,625,950
(59,401,349) (5,536,260)
56,500,000 5,784,484
(4,761) 11 199,681
(4,761) (2,902,060) 447,905
264,248 (1,064,172) 312,416
1,133,416 2,971,025 399,649
$ 1,397,664 $ 1,906,853 $ 712,065
$ (427,196) $ 7,805,414 $ (1,508,958)
102,775 204,272 1,085,239
(63,456)
2,700,320 (180,234)
78,397 327,931
(1,649) (1,649) (7,449)
82,765 117,510
16,533
(31,616) (383,426) (249,978)
(22,335) (22,335) 480,379
75,865 75,865 (778,370)
S 221,391) $ 10510912 § (814,907)
72,148 72,148
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GENESEE COUNTY EMPLOYEES' FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS

GENESEE COUNTY

ASSETS
Cash and short-term cash investrr
Cash and investments held as collateral for securities lending.....
TOTAL CASH AND CASH EQUIVALENTS

Receivables:
Prepaid @XPENSES. .....ooiiiiiiiiiii e e ettt
Other receivabl

Accrued interest and dividend:

TOTAL RECEIVABLES

Investments at fair value:
U.S. government
Foreign govts. and agencie:

Exhibit A-9

30, 2013

Total Pension and
Employee Fringe
Benefit (VEBA)

Trust Fund

$ 31,225,499
3,211,330

Agency Funds
$ 22,028,939

34,436,829

176,214
565,862

2,392,777

3,134,853

22,028,939

3,655

3,655

Corporate bond:
Common stock
Preferred stock:
MONEY MATKEL. ...t
Mutual fund:

Real estate.
Hedge fund of fund:

TOTAL INVESTMENTS
TOTAL ASSETS

LIABILITIES
Accounts payable.
IBNR liability...
Amounts due broker under securities lending

TOTAL LIABILITIES

NET POSITION
Held in trust for pension benefits
aNd Other PUMPOSES. ......ciiiiiiiiii e

The notes to the financial statements are an integral part of this statement.
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72,917,991
99,630,175
48,582,942
73,783,276

112,496

570,065
97,357,238
23,839,634
40,017,051

456,810,868

494,382,550

28,759,578
501,818
3,231,440

22032594

22,032,594

32,492,836

22,032,594

$ 461,889.714

GENESEE COUNTY
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

GENESEE COUNTY

ADDITIONS

Contributions:
Employer.
Plan member:
Total contributions
Investment earnings:

Net increase
in fair value of i
Interest...
Dividends.
Total investment earnings.
Less investment expense.
Net investment earnings.
Total @dditions. ........ooeiiiiiii i

Securities lending income:
Interest and fees.
Borrower rebates and bank fee:
Net securities lending income..
Total additions ..........c.ooiiiiiii e

DEDUCTIONS
Benefit

Refunds of contributions.
Administrative expenses.
Transfer to other pensions plans.
Total deductions....
Change in net position
Net position - Held in trust for pension benefits and other purposes - beginning of the year.
Net position - Held in trust for pension benefits and other purposes - end of the year....

The notes to the financial statements are an integral part of this statement.
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Exhibit A-10

Fiscal
Year Ended

September 30, 2013

Total Pension
and Employee
Benefit
Trust Fund

$ 23,922,670
3,463,274
27,385,944

44,560,920
5,273,920
3,145,251

52,980,091
2,254,321

50,725,770

27,341
27,159
54,500
78,166,214

53,979,220
270,198
314,672

3,090,929

55,019
20,511,195

441,378,519

$ 461.889.714
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STATEMENT OF NET POSITION
COMPONENT UNITS

GENESEE COUNTY

ASSETS
Cash and cash equivaler
INVESIMENTS.......ooiiiiiiiiii
Special and Lease
Interest and accounts i
Due from other governmental unit:
Current portion of land contract.
Due from primary governmer
Advances to other funds..............cccooiiiiiiii
Inventory.

Unamortized cost of ISSUANCE. .............oiiiiiiiiiii
Other asset:

Restricted Assets:

Cash and cash equivaler
Local unit construction in progress.
Net OPEB asset
Investment in joint venture
Intangible assets - Net.
Capital assets not being
Capital assets net of depreciation. .

TOTAL ASSETS

LIABILITIES
Accounts payable.
Accrued payroll
Other accrued liabilities and deposits
Accrued interest payable.

Due to other g tal units
Due to Primary Government.
Funds held in escrow.

Unamortized note premium
Unearned revenue.
Payable from restricted assets:

Accounts payable.
Long-term advance from primary government
Net OPEB obligation

Long-term debt.

TOTAL LIABILITIES

NET POSITION
Net investment in capital assets.
Restricted for:
Programs.
Debt service.
Unrestricted (deficit).

TOTAL NET POSITION (DEFICIT)

The notes to the financial statements are an integral part of this statement.

Exhibit A-11
Water and Economic
Road Waste Development
Commission Services Corporation
9/30/13 12/31112 09/30/13
$ 8,490,782 $ 13,936,397 $ 648,407
15,190,537
4,667,139 28,699,265
81,465 8,812,458 107,233
6,781,036 300,325
1,284,832 75,625
322,098 493,266
679,048
93,000
4,546,470 243,008
156,500
56,123
959,211 55,779,523
180,023,271 267,120,100
222,402,964 376,388,515 755640
1,673,037 5,032,859 1,798
680,744
391,298
2,244,190 156,500
509,507 243,008
5,676,066
2,180,798 10,845,000
10,412,741 159,837,896
17,701,017 182,182,627
169,457,482 181,595,040
736,680
3,098,052
35,244,465 9,512,796 17,162
$ 204,701,947 $ 194,205,888 $ 753.842
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Storm Water Genesee Health
Land Bank Brownfield System
Drains Authority Authority Authority
9/30/13 9/30/13 09/30/13 09/30/13 09/30/13 Total
4,238,997 $ 1,656,186 $ 18,155 $ 473,477 $ 41,269,263 $ 70,731,664
201,629 970,000 100,000 16,315,285 32,777,451
4,846,447 5,531,912 43,744,763
697,274 2,479,240 12.177.670
418,866 929 1,893,933 9,395,089
225,000 225,000
26,359 26,359
1,604,423 1,604,423
60,812 1,076,748 2,498,017
740 731,938 1,548,042
679,048
13,801 2,475,000 2,581,801
60,616 4,850,094
156,500
602,074 658,197
3,893,843 3,893,843
12,188 12,188
84,308 981,856 57,804,898
22,778,909 7,347,345 2,978,684 480,248,309
32,126,794 22,424,609 3,688,155 574,406 67,252,273 725,613,356
83,544 351,826 66,881 15,894,597 23,104,542
11,125 95,360 106,485
582,970 46,785 642,190 1,952,689
29,453 247,833 277,286
20,985,130 21,376,428
500,000 467,554 19,040 986,594
225,000 225,000
1,231,285 1,231,285
389,289 389,289
61,660 8,663,795 11,126,145
6,680 759,195
1,765,000 1,765,000
5,676,066
443,296 255,000 863,148 14,587,242
3,165,437 1,498,267 12,110,000 367,683 187,392,024
4,379,209 5,961,033 13,227,122 66,881 47,435,583 270,955,270
19,613,472 4,326,004 3,960,540 378,952,538
60,812 229,750 507,525 9,114,728 10,649,495
60,616 3,158,668
8,073,301 11,847,206 (9,538,967 6,741,422 61,897,385
27.747.585 $ 16.463.576 $ 9,5638.967 $ 507,525 $ 19,816,690 $  454.658.086
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STATEMENT OF ACTIVITIES

COMPONENT UNITS

GENESEE COUNTY

Component units:
Road Commission...
Water and Waste Services
Economic Development Corporation.
Drains........oo..o...
Land Bank Authority.
Brownfield Authority.
Storm Water Management Syste....
Genesee Health System Authority
Total Component Units

Exhibit A-12
Program Revenues
Operating Capital Road
Charges for Grants and Grants and Commission
Expenses Services Contributions 9130113
$ 38,229602 § 8,067,639 §$ 28955789 (1,206,174)
51,455,673 52,560,768 1,620,118
22,087
4,267,568 646,792 1,650,770
8,778,607 5,796.756 4,136,740 26,892
577,222 270,004
407,202 290,269
106,718,421 4,143,468 97,587,625 2,775,000
§ 172226870 § 63417.788 § 102014634 § 6.072.780 1.206,174)
Revenues:
Taxe:
Use of money and i 383,791
Other revenues
L i 1.215.798
Total general revenues and transfers. 1,599,589
Special item - transfer of operations to Genesee Health Services....................
Change in net position. 393,415
Net position - beginning of the year (deficit) as restated............ 204,308,532

Net position - end of year (deficit).

The notes to the financial statements are an integral part of this statement.

44

Net (Expense) Revenue and
Changes in Net Position

Component Units

Water and Economic Storm Water _ Genesee Health
Waste Development Land Bank Brownfield Management
Services Corporation Drains Authority Authority System Authority
123112 930113 09/30113 9130113 09/30113 09/30113 09/30113 Total
$ $ $ $ (1,208,174)
2725213 2,725,213
(22,087) (22,087)
(1,970,006) (1,970,006)
1,181,781 1,181,781
(307,218) (307,218)
(117,023) (117,023)
(2,212,328) (2,212,328)
2725213 (22,087) (1,970,006) 1,181,781 (307,218] (117,023) (2,212,328) (1,927,842,
1,326,056 4,301 1,054 77 2,620 1,114 37,828 1,757,481
1,808,843 1,808,843
930,054 1,009,711 1,641,875 4,797,438
2,256,110 4301 1,054 2,819,271 2,620 1114 1,679,703 8,363,762
20,349,315 20,349,315
4,981,323 (17,786) (1,968,952) 4,001,052 (304,598) (115,909) (532,625) 6,435,920
189,224,565 771628 29,716,537 12,462,524 (9,234,369) 623434 427,872,851
$ 194205888 § 753842 5 27747585 $ 16463576 S (9.538967) § 507525 5 19816600 § 454,658,086
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NOTES TO FINANCIAL STATEMENTS

GENESEE COUNTY EXHIBIT A-13

NOTE A — DESCRIPTION OF COUNTY OPERATIONS, REPORTING ENTITY, AND FUND TYPES

The County of Michigan was ir on March 18, 1835 and covers an area of approximately 642 square miles with the
county seat located in the City of Flint. The County operates under an elected Board of Commissioners (9 members) and provides services to its
more than 425,000 residents in many areas including law enforcement, administration of justice, community enrichment and development, and
human services. Education services are provided to citizens through more than 198 schools in 21 local school districts, 5 colleges, and a district
library; such districts, colleges, and library are separate governmental entities whose financial statements are not included herein, in accordance
with The Governmental Accounting Standards Board Codification Section 2100.

As required by generally accepted accountlng principles, these financial statements represent Genesee County (the primary government)
and its units. The units below are included in the County’s reporting entity because of the significance of their
p i or financial i ips with the County.

Blended Component Units:

Genesee County Building Authority - Legally separate entity established for the sole purpose of issuing bonded debt to finance
construction of County buildings. The entire Building Authority is appointed by the County Board of Commissioners.

Genesee County Employees Retirement System - Legally separate entity established to account for employee and employer
contributions, investment income, accumulated assets and payments to beneficiaries. The Pension board has five ex-official
Commissioners due to their positions held in the county and four elected employee Commissioners, with services provided almost
exclusively for the County and its employees. The Retirement System has a calendar fiscal Xear end. It was determined by the County
that it would be extremely impractical for the Retirement System to change to a September 30" fiscal year end.

Discretely Presented Component Units:
Genesee County Road Commission - An entity responsible for constructing and maintaining the pnmary and local road system within the

County. Its three-member board is appointed by the County Board. The County Board can i ly influence the operati of the
Road Commission Board.

Water and Waste Services - An entity established by the County pursuant to State law to provide for water and waste management
services. The County appoints the lone board member/member-director and has the ability to remove the manager-director if they so
choose. The County approves and would be secondarily liable for any debt issuances. Water and Waste Services has a calendar year.
The County has determined that it would be impractical for Water and Waste Services to change to a September 30" fiscal year end.

Economic Development Corporation - An entity responsible for the administration of the Revolving Loan Program. This loan program
makes low interest loans available to businesses located within Genesee County. The Board of the Economic Development Corporation
(EDC) is appointed by the Board of Commissioners. The Board of Commissioners can remove Board members of the EDC if they so
choose. The Corporation has converted to a September 30" fiscal year end from a calendar year end.

Drains - These separate legal entities represent drainage districts established pursuant to Act 40, P.A. 1956, as amended, the Michigan
Drain Code. The oversight of these districts is the responsibility of the Genesee County Drain Commissioner, an elected position that is
funded by Genesee County. The County lends its full faith and credit towards payment of the Special Assessment bonds issued for the
projects. The County can significantly influence the operations of the Drain Commission since the County Board of Commissioners
approves the Drains budgets.

Genesee County Land Bank Authority — An entity which accounts for the activities of the Authority consisting of acquisition of properties
via the delinquent tax state statute sales of property to individuals, commercial entities and nonprofit organizations, rental of properties to
individuals, rehabilitation and demolition of properties in preparation for sale or future development. The entity is comprised of seven
members appointed by the County Board. The County Board can significantly influence the operations of the Land Bank Authority Board.

Brownfield Authority — An entity governed by a nine-member Board. The Board is appointed by each member of the County Board. The
Brownfield Authority was created to provide a means for financing remedlat\on of Brownfield (enwronmenta\ly contaminated) sites within
the County. The County issued bonds to provide capital for the revitalization of enviror , blighted, and functionally
obsolete properties within the County. The County approves and would be secondarily liable for any debt i: |ssuances

Storm Water Management System — An entity established by the County pursuant to Act 342, Public Acts of Michigan, 1939. Genesee
County Storm Water Management System is responsible for administration services necessary to enable the County and the cities,
villages, townships, and charter townships located within the County to comply with the Phase Il Regulations established by the United
States Environmental Protection Agency (EPA) in the Federal Register on December 8, 1999. The Drain Commissioner's Office was
designated and appointed as the “County Agency” for the System to manage and operate the System.

Genesee Health Services (Agency), formerly known as Genesee County Community Mental Health Authority - On August 29, 2012, the
Board of Commissioners of Genesee County, Michigan approved a resolution to establish a community mental health authority (a
separate entity) to assume the activities of the Agency, effective January 1, 2013. The Agency is reported as a discretely presented
component unit effective January 1, 2013.

Complete financial statements of the individual component units (excluding Drains, Brownfield Authority and Building Authority which are included in
this financial report) can be obtained from their respective administrative offices.
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NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Gover! ide and fund fi The County is following GASB Statement No. 34, Basic Financial Statements-and
Management’s Discussion and Analysis — for State and Local Governments. The standard requires government-wide and fund financial statements.
The government-wide financial statements (i.e., the statement of net position and the statement of changes in net position) report information on all
of the non-fiduciary activities of the primary government and its component units. For the most part, the effect of inter fund activity has been
removed from these statements. Governmental activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for support. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by program revenues.
Direct expenses are those that are clearly identifiable with a specific function or segment. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, fiduciary funds, and the component units even though the
fiduciary fund statements are excluded from the government-wide financial statements. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial statements.

Measurement focus, basis of i and The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basls of accounting, as are the proprietary fund and fiduciary fund
financial statements. Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property taxes are recognized as revenue in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Revenue recognition policies: Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable and available. Revenue is considered
to be available if it is collected within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
County considers revenues to be available if they are collected within sixty (60) days of the end of the current fiscal period with the exception of the
Special Revenue funds Genesee County Community Action Resources Department (GCCARD), Health Department and Community Development
which are ninety (90) days. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
exf res, as well as itures related to compensated absences and claims and judgments, are recorded only when payment is due.
Revenues, which are considered measurable, but not available, are recorded as a receivable and deferred revenue. Revenues for 2013 include
property taxes levied principally on December 1, 2012 and substantially collected in early 2013. The “2012 property taxes” assessed on December
31, 2012, become a lien on December 1, 2012, and are to be collected principally by February 28, 2013. Also, for the year ended September 30,
2007 the state legislative eliminated state-shared revenues to Counties. As a compromise, the legislature allowed counties to move the property tax
levy to a July 1 date. As a result, the July 1, 2013 levy is also recognized as revenue for the year ended September 30, 2013 to the extent that it is
available. Other significant revenue susceptible to accrual include expenditure reimbursement type grants, certain inter-governmental revenues and
operating transfers.

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial resources of the general government, except
those required to be accounted for in another fund.

The Mental Health Fund accounts for the operations of the County’s Mental Health services, the main revenue sources are State grants
and charges for services. On August 29, 2012, the Board of Commissioners of Genesee County, Michigan approved a resolution to
establish a community mental authority (a separate entity) to assume the activities of the Agency, effective January 1, 2013. The Agency
is reported as a major fund for 3 months ending December 31, 2012 then as a discretely presented component unit effective January 1-
September 30, 2013.

The County Health Fund accounts for the operations of providing health protection and health services, the main revenue sources are
Federal and State grants.

The Community Action Resource Department Fund accounts for the programs designed to provide health and human services to low
income individuals, the main revenue source is federal grants.

The Community Development Fund accounts for Housing and Urban Development grant awards that are allocated to all local units of
government (excluding City of Flint) for projects benefiting low and moderate income persons or projects defined as having an urgent
need.

The government reports the following major enterprise funds:
The Delinquent Tax Revolving Enterprise Fund accounts for the activities of the delinquent real property tax purchase program whereby
the County purchases the outstanding taxes from each local taxing unit. The County, in turn collects those delinquent taxes along with
penalties and interest.

The government reports the following fiduciary funds:
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The Pension Trust Fund accounts for employee and employer pension contributions, investment income, accumulated assets, and
payments to beneficiaries.

The Trust and Agency Funds account for assets held by the County as an agent for individuals, private organizations, other governments,
and other funds.

The Employees’ Fringe Benefits (VEBA) Fund accounts for employee and employer contributions, investment income, accumulated
assets, set aside with the intent to accumulate adequate funds to defray part of the cost of retiree medical benefits in future years.

Additionally, the government reports the following fund types:

Internal service funds account for various services such as data pi ing, pul ing, and other istrative services, fleet
management, buildings and grounds maintenance, the self funded property/casualty program and the self funded prescription drug and
medical program. These services are provided to other County departments on a cost reimbursement basis.

Agency Funds account for assets held by the County in an agency capacity.
As a general rule, the effect of inter fund activity has been eliminated from the government-wide financial statements.

Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating revenue and expenses generally result from
providing services and producing and delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenue of the proprietary funds relates to charges to customers for sales and services. Operating expenses for proprietary funds include the cost
of sales and services, administrative expenses, and depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as non-operating revenue and expenses.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of those funds are not available to support Genesee County’s own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds.

Employee Vacation: County employees are granted vacation in varying amounts based on length of service. Vacation pay is accrued
and fully vested when earned; upon termination, with a few bargaining unit exceptions, employees are paid accumulated vacation at full rates to a
limit of 150% of their current annual earned vacation.

Long-term Advances: Long-term advances from the General Fund to other funds are commonly made to finance new activities during
their initial operations. General Fund fund balance is reserved for such advances to reflect the amount of fund balance not currently available for
expenditure.

and Budgets shown in the financial statements were prepared on the same modified accrual basis
used to reflect ac1ua| results. The County employs the following procedures in establishing the budgetary data reflected in the financial statements:

. Prior to July 1, County departments, in conjunction with the Controller’s Office, prepare and submit their proposed operating budgets for
the fiscal year commencing October 1. The operating budget includes proposed expenditures and resources to finance them.

*  Apublic hearing is conducted to obtain taxpayers comments.
. Prior to September 30, the budget is legally enacted through passage of a resolution.

e After the budget is adopted, the Finance Committee of the Board of Commissioners is authorized to transfer budgeted amounts between
accounts within a department. However, any revisions that alter the total expenditures of a department or fund must be approved by the
Board of Commissioners.

. Formal budgetary integration is employed as a management control device during the year for the General Fund and the Special Revenue
Funds. Formal budgetary integration is not employed for other governmental type funds as effective management control is achieved
through alternative procedures.

. Budgets for the General and Special Revenue Funds are adopted on a basis consistent with generally accepted accounting principles
(GAAP). Budgeted amounts are as originally adopted, or as amended by the Board of Commissioners during the year. Individual
amendments were not material in relation to the original appropriations, which were amended. Appropriations unused at September 30
are not carried forward to the following year. The budgets for the General and Special Revenue Funds are adopted at the departmental
level, and total fund level, respectively. For the Special Revenue Fund budget presentations in Exhibits B3-B4 and D3-D4 more detail is
presented than required by the adopted budget.
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Total
Total Revenue Expenditures
General Fund

Amounts per operating statement $73,828,952 $59,881,900
Animal Shelter Fund budgeted separately from the

General Fund (2,747) (967,582)
Medical Examiner Fund budgeted separately from the

General Fund 189,769) 1,181,652
Amounts per budget statements $73,636,438 $57,732,666

Cash and Cash Equivalents: The County considers cash equivalents as short-term highly liquid investments that are both readily
convertible to cash and have maturities of 90 days or less when purchased to minimize the risk of changes in value due to interest rate changes.

Investments: Investments are stated at fair values. Fair value is determined based on quoted market prices except for money market
funds, which are valued at amortized cost. Unrealized appreciation or depreciation on investments due to changes in market value are recognized
in fund operations each year.

Inventories/Prepaids: Inventories are stated at cost on a first-in, first-out basis for governmental funds and the lower of cost on a first-in,
first-out basis or market for proprietary funds. The cost of inventory items in governmental funds is recorded as an expenditure at the time of
purchase, except for certain Special Revenue Funds, and the Water and Waste Services component unit where inventories are expensed when
used. Inventory in the Land Bank Authority represents land inventory held for resale.

: Enct ing, under which purchase orders, contracts, and other commitments for the expenditure of
monies are recorded in order to reserve that portion of the applicable appropriation, is employed as an extension of formal budgetary integration in
the governmental funds. There were no encumbrances at the end of the year since there were no outstanding amounts due on contracts or other
commitments for the current year and the small number of purchase orders that were outstanding at the end of the year were canceled and reissued
in the subsequent year.

Restricted Assets: When both restricted and unrestricted resources are available for use, it is the County’s policy to use restricted
resources first, then unrestricted resources as they are needed.

Capital Assets: Capital assets, which include property, plant, equipment, infrastructure assets (e.g., roads, bridges, sidewalks, and
similar items), are reported in the applicable governmental or business-type activities column in the government-wide financial statements. Capital
assets are defined by the government as assets with an initial individual cost of more than $1,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

Interest incurred during the construction of capital assets of business type activities is included as part of the capitalized value of the assets
constructed. During the current year, no interest expense was capitalized as part of the cost of assets under construction.

Capital assets are depreciated using the straight-line method over the estimated useful lives of the related assets. The estimated useful

lives are:
Land Improvements.......... reeeneee. 10 ye@rs
Buildings and Impro 25-50 years
Equipment 3-20 years
Infrastructure 20-50 years
Long-t: Obligati In the gover -wide financial statements and proprietary fund types in the fund financial statements, long-

term debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business type activities or proprietary
fund type statement of net position. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the effective interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs are reported
as deferred charges and amortized over the term of the related debt. In the fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts are reported as other financing uses.
Issuance costs are reported as debt service expenditures.

In the fund financial statements, governmental funds report the following components of fund balance:
«  Nonspendable — Amounts that are not in spendable form or are legally or contractually required to be maintained intact.

. Restricted — Reservations of fund balance for amounts that are not available for appropriation or are legally restricted by outside parties,
constitutional provisions, or enabling legislation for use for a specific purpose.

«  Committed — Amounts that have been formally set aside by the Board of Commissioners for use for specific purposes. Commitments are
made and can be rescinded only via resolution of the Board.

«  Assigned — Intent to spend resources on specific purposes expressed by the Board of Commissioners.

. Unassigned — Amounts not otherwise categorized above and available to be spent for any purpose.
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When an expense is incurred for purposes for which both restricted and unrestricted net position or fund balance are available, the County’s policy is
to first apply restricted resources. When an expense is incurred for purposes for which amounts in any of the unrestricted fund balance
classifications could be used, it is the County’s policy to spend funds in this order: committed, assigned and unassigned.

NOTE C - DEPOSITS AND INVESTMENTS

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended), authorizes local governmental units to make deposits and invest in
the accounts of federally insured banks, credit unions, and savings and loan associations that have offices in Michigan. The local unit is allowed to
invest in bonds, securities, and other direct obligations of the United States or any agency or instrumentality of the United States; repurchase
agreements; bankers’ acceptances of United States banks; commercial paper rated within the two highest classifications, which mature not more
that 270 days after the date of purchase; obligations of the State of Michigan or its political subdivisions, which are rated as investment grade; and
mutual funds composed of investment vehicles that are legal for direct investment by local units of government in Michigan.

The Pension Trust Fund is also authorized by Michigan Public Act 314 of 1965, as amended, to invest in certain reverse repurchase agreements,
stocks, diversified investment companies, annuity investment contracts, real estate leased to public entities, mortgages, real estate, debt or equity of
certain small businesses, certain state and local government obligations and certain other specified investment vehicles. The Employees’ Fringe
Benefit (VEBA) Fund is authorized by Michigan Public Act 149 of 1999 to invest in similar types of investments as the pension fund.

State statutes as they relate to group Self-Insurance Pools (Public Act 218 of 1956, as amended) authorizes the Pool to invest in obligations of the
U.S. Treasury and U.S. agencies, deposit agreements with federally insured financial institutions within the State of Michigan, commercial paper,
common stocks, real estate, repurchase obligations of the U.S. Government and U.S. agencies, banker’s acceptances of U.S. banks, common
stocks, and mutual funds comprised of the above authorized investments. The Pool has adopted the above as its investment policy and has
authorized the following depositories: FirstMerit Bank and Beacon Investment Company.

The County has designated three banks for the deposit of its funds. The investment policy adopted by the Board in accordance with Public Act 196
of 1997 has authorized investments as allowed under State statutory authority as listed above. The County’s cash and investments are subject to
several types of risk which are examined in more detail as follows:

Custodial credit risk of bank deposits — Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits
may not be returned to it. The government does not have a deposit policy for custodial credit risk. At year end, the County had $10,013,070 of bank
deposits (certificates of deposit, checking and savings accounts) that were uninsured and uncollateralized. The County believes that due to the
dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure all deposits. Insuring or collateralizing all cash deposits
would also result in a significant decrease in the investment returns for the County. Consistent with the investment policy that is prepared by the
County Treasurer's Office and approved by the County Board of Ci i the County luates each financial institution it deposits funds
with and assesses the level of risk of each institution; only those institutions with an acceptable estimated risk level are used as depositories.

Custodial credit risk of investments — Custodial credit risk is the risk that, in the event of the failure of the counterparty, the County will
not be able to recover the value of its investments or collateral securities that are in the possession of an outside party. The County does not have a
policy for custodial credit risk. At year end, the following investment securities were uninsured and unregistered, with securities held by the
counterparty or by its trust department or agent but not in the County’s name:

Investment Type Carrying Value How Held

U.S. gov or agency bond or note (self insurance) $ 1,439,473 Counterparty’s trust dept
Corporate bonds (self insurance) 1,690,364 Counterparty’s trust dept
Corporate stocks (self insurance) 3,560,920 Counterparty’s trust dept
Mutual funds (self insurance) 483,104 Counterparty’s trust dept
U.S. gov or agency bond or note (VEBA) 6,239,499 Counterparty’s trust dept
Corporate bonds (VEBA) 8,100,735 Counterparty’s trust dept
Corporate stock (VEBA) 7,091,313 Counterparty’s trust dept
Foreign gov and agency (VEBA) 24,191,655 Counterparty’s trust dept
U.S. gov or agency bond or note (pension) 66,678,492 Counterparty’s trust dept
Foreign gov and agency (pension) 75,438,520 Counterparty’s trust dept
Corporate bonds (pension) 40,482,207 Counterparty’s trust dept
Corporate stocks (pension) 66,751,963 Counterparty’s trust dept

Interest rate risk — Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest rates. The
County's investment policy does not restrict investment maturities, other than commercial paper which can only be purchased with a 270-day
maturity. At year end, the average maturities of investments are as follows:

Less than Over Ten
Type of Investment Fair Value One Year 1-10 Years Years
U.S. gov or agency bond or notes (self insurance) $1,439,473 $589,104 $850,369
Corporate bonds (self insurance) 1,690,364 156,164 1,534,200
Money market funds (self insurance) 384,652 384,652
U.S. gov or agency bond or notes (VEBA) 1,850,428 1,352,963 497,465
Corporate bonds (VEBA) 6,132,648 6,132,648
Foreign gov (VEBA) 523,050 523,050
Asset backed (pension) 1,771,067 1,771,067
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Less than Over Ten
Type of Investment Fair Value One Year 1-10 Years Years
U.S. gov or agency bond or notes (pension) 1,996,146 1,804,434 191,712
U.S. gov mortgage backed (pension) 1,751,441 1752,441
U.S. gov tips 1,700,730 1,700,730
Corporate bonds (pension) 30,113,931 309,640 21,170,016 8,634,276
Foreign corporate (pension) 8,890,792 948,795 7,083,737 858,264
Foreign gov (pension) 3,605,883 2,823,433 782,450
Private placement (pension) 8,597,210 66,831 7,452,964 1,077,414

Credit risk — Credit risk is the risk that the government will not be able to recover the value of its securities. The County follows state law
which limits investments in commercial paper to the top two ratings issued by nationally recognized statistical rating organizations. The County has
no investment policy that would further limit its investment choices for general County funds. The pension funds are allowed to invest in longer
maturity corporate bonds in accordance with state law. As of year end, the credit quality ratings of debt securities not explicitly guaranteed by the
U.S. Government are as follows:

Rating

Investment Fair Value Rating Organization
U.S. gov agency securities (self insurance) $1,439,473 AA+ S&P
Money Market (self insurance) 743,923 Not Rated N/A
Corporate bonds (self insurance) 356,733 A- S&P
Corporate bonds (self insurance) 578,058 BBB+ S&P
Corporate bonds (self insurance) 413,244 BBB S&P
Corporate bonds (self insurance) 341,328 BBB- S&P
Corporate bonds (VEBA) 489,995 AA S&P
Corporate bonds (VEBA) 1,900,217 A S&P
Corporate bonds (VEBA) 2,899,011 BBB S&P
Corporate bonds (VEBA) 843,125 BB S&P
Private Placement (VEBA) 250,000 A S&P
Foreign government bonds (VEBA) 227,250 BB S&P
Foreign government bonds (VEBA) 295,800 Not Rated N/A
U.S. gov agency securities (VEBA) 801,329 AA S&P
U.S. gov agency securities (VEBA) 1,049,099 Not Rated N/A
Asset backed (pension) 186,298 AAA S&pP
Asset backed (pension) 231,038 AA S&P
Asset backed (pension) 342,822 A S&P
Asset backed (pension) 82,007 BB S&P
Asset backed (pension) 86,460 B S&P
Asset backed (pension) 842,441 CCC and Below S&P
Corporate bonds (pension) 1,791,871 AA S&P
Corporate bonds (pension) 9,678,165 A S&P
Corporate bonds (pension) 13,079,008 BBB S&P
Corporate bonds (pension) 4,269,674 BB S&P
Corporate bonds (pension) 1,040,498 B S&P
Corporate bonds (pension) 250,425 CCC and Below S&P
Corporate bonds (pension) 4,291 Not Rated N/A
Corporate CMO (pension) 1,280,414 AAA S&P
Corporate CMO (pension) 1,751,643 BBB S&P
Corporate CMO (pension) 150,916 BB S&P
Corporate CMO (pension) 158,811 B S&P
Corporate CMO (pension) 950,462 CCC and Below S&P
Corporate CMO (pension) 2,532,038 Not Rated N/A
Private placements (pension) 507,860 AAA S&P
Private placements (pension) 422,908 AA S&P
Private placements (pension) 1,814,891 A S&P
Private placements (pension) 1,946,055 BBB S&P
Private placements (pension) 1,192,037 BB S&P
Private placements (pension) 634,089 B S&P
Private placements (pension) 2,079,370 Not Rated N/A
Foreign corporate bonds (pension) 382,740 AAA S&P
Foreign corporate bonds (pension) 382,454 AA S&P
Foreign corporate bonds (pension) 1,737,429 A S&P
Foreign corporate bonds (pension) 3,166,474 BBB S&P
Foreign corporate bonds (pension) 421,724 BB S&P
Foreign corporate bonds (pension) 252,787 B S&P
Foreign corporate bonds (pension) 2,547,184 Not Rated N/A
Foreign government bonds (pension) 651,345 A S&P
Foreign government bonds (pension) 1,257,176 BBB S&P
Foreign government bonds (pension) 1,697,362 Not Rated N/A
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Ratin
Investment Fair Value Rating Organization
U.S. government agency (pension) 1,872,855 AA S&P
U.S. government agency (pension) 52,528 BBB S&P
U.S. government agency (pension) 70,764 Not Rated N/A
U.S. government mortgage backed (pension) 1,752,441 Not Rated N/A
U.S. government other (pension) 1,213,547 Not Rated N/A
U.S. government TIPS (pension) 1,700,730 Not Rated N/A
U.S. government treasuries, notes and bonds (pension) 53,191,344 Not Rated N/A

Foreign currency risk — Foreign currency risk is the risk that an investment denominated in the currency of a foreign country could
reduce its U.S. dollar value, as a result of changes in foreign currency exchange rates. The pension system does not restrict the amount of
investments in foreign currency. The following securities are subject to foreign currency risk:

Fair Value (in §
Euro $ 35453
Canadian Dollar 192,117
Great British Pounds 10,493,792
Mexican Peso 61,930
Norwegian Krones 2
Hong Kong Dollar 3,360,395
Philippine Peso 164,323
South African Rand 18
Swedish Krona 150,810
Taiwan Dollar 234,117
Turkish Lira 200,332

Al of the System’s investment subject to foreign currency risk relate to a single comingled fund which held many different foreign currency securities.
The system owns a portion of the comingled fund.

Securities lending — As permitted by state statutes and under the provisions of a securities lending authorization agreement, the System
lends securities to broker-dealers and banks for collateral that will be returned for the same securities in the future. The System’s custodial bank
manages the securities lending program and receives cash as collateral. Borrowers are required to deliver collateral for each loan equal to not less
than 100 percent of the market value of the loaned securities. During the year ended December 31, 2012, only United States currency was received
as collateral.

The System did not impose any restrictions during the fiscal year on the amount of loans made on its behalf by the custodial bank. The System
presently owns $246,496 of Sigma Finance Medium Term Note which is a defaulted investment. The System elected to repay the liability over a
five-year period. There were no other failures by any borrowers to return loaned securities or pay distributions thereon during the fiscal year.

The Genesee County Employees’ Retirement System and the borrower maintain the right to terminate all securities lending transactions on demand.
The cash collateral received on each loan was invested, together with the cash collateral of other lenders, in an investment pool. The average
duration of the investments in the cash collateral pool are deemed to mature on the cash collateral pool's next business day as per the
Reinvestment Guidelines, with the exception of the Sigma Medium Term Note (Impaired). Because the loans are terminable on demand, their
duration did not generally match the duration of the investments made with cash collateral. On December 31, 2012, the System had no credit risk
exposure to borrowers with the exception of Sigma Finance. The collateral based on cost and the fair market value of the underlying securities on
loan for the System as of December 31, 2012 was $3,211,330 and $3,194,952 respectively, which consisted of short-term money market mutual
funds and U.S. corporate commercial paper.

NOTE D-CAPITAL ASSETS

Capital asset activity at September 30, 2013 is summarized as follows:

Balance Reclassifications Balance
Governmental activities: Oct. 1, 2012 Additions Disposals  and Adjustments Sept. 30, 2013
Capital assets not being depreciated
Land $ 11,349,565 $ $ $ $ 11,349,565
Construction in progress 15,572 49,188 15,572 49,188
Subtotal.... ... 11,365,137 49,188 15,572 11,398,753
Capital assets being depreciate
Land improvements ...... 8,806,199 110,473 8,916,672
Buildings and improvements. 120,714,083 1,806,847 122,520,930
Machinery and equipmen 27,585,901 2,925,491 650,819 154,076 29,706,497
Subtotal ... . 157,106,183 4,842,811 650,819 154,076 161,144,099
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Balance Reclassifications Balance
Governmental activities: Oct. 1, 2012 Additions Disposals  and Adjustments Sept. 30, 2013
Less accumulated depreciation fol
Land improvements .. 36,702 3,022 39,724
Buildings 52,787,550 3,435,939 56,223,489
Machinery and equipment 20,151,794 1,784,949 627,878 (154,076) 21,154,789
Subtotal 72,976,046 5223910 627,878 (154,076) 77,418,002
Governmental activities
Capital assets, net of depreciation ...... $ 95,495,274 $  (331,911) $ 38,513 $ $ 95,124,850
Balance Balance
Oct. 1, 2012 Additions Disposals Reclassifications Sept. 30, 2013

il type activities:
Capital assets not being depreciated:
Land $ 3.502.006 $ $ 344210 $  (12,078) $ 3145718
Capital assets being depreciated:

1,181,215 1,181,215
Land improvements 3,074,493 12,078 3,086,571
Machinery and equipment 4,274,265 154,076 4,428,341
Subtotal 8,529,973 166,154 8,696,127
Less accumulated depreciation for:
Buildings 1,107,483 23,013 1,130,496
Land improvement: 3,074,493 12,078 3,086,571
Machinery and equipment 3,962,947 148,175 154,076 4,265,198
Subtotal.... 8,144,923 171,188 166,154 8,482,265
Business type activities
Capital assets, net of depreciation ...... $ 3,887,056 $ (171.188 $ 344210 $ (120.078 $ 3,359,580

Depreciation expense was charged to programs of the primary government as follows:

Governmental activities:

Administration of Justice $ 1,153,244
Law Enforcement and Community Protection 923,508
Human Services 556,295
Community Enrichment and Development 373,845
General Support Service: 127,328
Other. 1,004,450
Internal service fund depreciation is charged to the various functions based on their usage of the assets 1,085,240

Total governmental activitie: $ 5223910

Business type activities:

Delinquent tax revolving $ 101,497
Parks and Recreation 69,691

Total business type activities $ 171,188

In addition, land with an approximate value of $5,000,000 used by Parks and Recreation is leased at nominal costs from the Nature Conservatory
and the City of Flint under long-term arrangements.

NOTE E - DEBT (including current portions)

Long-term debt of the County is as follows:
Balance Balance  Due within
Oct. 1,2012 Additions Reductions Sept 30, 2013 One Year
Government Activities:

Internal Service Fund Equipment Notes..... $ 19491 § $ (3618) $ 15873 § 4,189

Capital Improvement Bonds 2011, Proceeds were used to
Renovate various County Buildings..
2.9% Genesee County Refunding Bonds, Bonds maturing on or
prior to May 1, 2022 shall not be subject to redemption prior
to maturity. Bonds maturing on or after May 1, 2022 may be
subject to prior ion. 4,830,000 (400,000) 4,430,000 440,000
JCI Energy Bonds 2010, Debt was issued to perform numerous
Energy efficiency improvements on most County Buildings... 7,815,784 (300,000) 7,515,784 340,000
3.7% to 5.0% Genesee County Building Authority Bonds,
Series 2000, Callable after May 1, 2008, ..
4.75% to 5.7% Genesee County Bonds Series 2004-B
Capital Improvement Bonds, Bonds maturing before
April 1, 2014 not subject to redemption prior to maturity...... 1,810,000 (45,000) 1,765,000 45,000

845,000 (240,000) 605,000 65,000

168,000 (59,500) 108,500 66,500
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Long-term debt of the County is as follows continues:
Balance Balance  Due within
Oct. 1,2012  Additions Reductions  Sept 30, 2013 One Year
3.00% to 5.00% Genesee County Refunding Bonds
Bonds maturing on or prior to May 1, 2015 shall not be
subject to redemption prior to maturity. Bonds maturing
on or after May1, 2016 may be subject to prior redemption.. 9,595,000 (1,180,000) 8,415,000 1,240,000
6.34% Capital Improvement Bonds, Series 2008 maturing
on or prior to November 1, 2018 not be subject to

Redemption prior to maturit 805,000 (115,000) 690,000 115,000
Total Bonds and Notes 25,888,275 (2.343.118) _ 23545157 _ 2,315,689
Self-Insurance Claim Liability 4,549,999 1,527,914 1,953,046 4,124,867 _ 1,562,869
If-1 ed I 248,971 11,285 (81,481) 178.775 178,775

Compensated absences 4,715,536 _ 3,080,116 (3.578.426) 4,217,226 _ 3,578,426
Total Governmental Activities ...... . 35,402,781 4,619,315 7.956,071 32,066,025 _ 7,635,759
Business Type Activities
Parks and Recreation Fund:
3.7% to 5.0% Genesee County Building Authority
Bonds, Series 1998, Callable after May 1, 2008,
at par plus accrued interest to date..
Delinquent Tax Fund:
5.0% to 9.7% Delinquent tax notes....... 42,300,000 _39,900,000 (46,400,000 35,800,000 _ 8,900,000

Total Business-type Activities 42,372,000 39,900,000 (46,425,500 35,846,500 _ 8,928,500
Total Long-term Debt $ 77.774.781 $44.519.315 $(54.381.57 $67.912.525 $16.564.269

72,000 (25,500) 46,500 28,500

Genesee County lends its full faith and credit for bond issues that are repaid through special assessments. The County is not obligated in
any manner for special assessment debt. The amount of special assessment debt is detailed within the notes for the Component Unit under which
the projects originated.

Delinquent property taxes receivable are pledged as collateral for the repayment of the outstanding delinquent tax notes — (See Note H).

Typically, the General Fund and all Special Revenue Funds liquidate liability for compensated absences.

The annual requirements to pay principal and interest on the obligations outstanding at September 30, 2013 are as follows:

Governmental Activities Business-Type Activities
Principal Interest Principal Interest
2014 $2,315,689 $1,129,243 $28,500 $2,325
2015 2,406,457 1,018,522 18,000 900
2016 2,494,742 903,097
2017 2,617,485 783,381
2018 2,745,000 657,725
2019/2023 7,470,000 1,651,633
2024/2028 2,765,784 485,091
2029/2033 . 590,000 144,501
2034/2038 140,000 7.980
$23,545157  $ 6,781,173 $46,500 $3225

By statute, the County general obligation debt is restricted to 10% of the equalized value of all property in the County. Certain obligations,
such as special assessment notes, are not subject to this limitation. At September 30, 2013, the County’s debt limit amounted to $899,354,911 and
indebtedness subject to the limitation aggregated $117,204,921.

NOTE F - CONTINGENCIES, CLAIMS, RISK MANAGEMENT, AND LITIGATION

There are various legal actions pending against the County. Management has evaluated the likely outcome of various actions and has
concluded that it is not appropriate to record any amount as a liability at September 30, 2013.

The County is totally self-insured for workers’ compensation for all losses, up to $500,000 each occurrence, and self-insured for property
and liability insurance claims up to $50,000 and $350,000, respectively, for specific losses. The County is insured for the amount of claims in
excess of such limitation to a maximum of replacement cost for property and $20,000,000 for liability claims. The County is self-insured for claims in
excess of these insurance coverages. The County is also self-insured for the first $50,000 of catastrophic coverage for auto physical damage per
location. The County is exposed to various risks of loss related to property loss, torts, errors and omissions, and employee injuries (workers’
compensation), as well as medical benefits provided to employees.

The County paid losses within its self-insured retention through an Internal Service Fund. Net position for this fund as of September 30,

2013 was $10,015,263 with $4,124,867 accrued as a liability for incurred losses and expenses. An actuarial study projected a required reserve of
$0.0 million for 2013. The County’s Risk Manager provides employee accident prevention training and various risk control techniques through a
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continuing education program. There were no reductions in reinsurance coverage or settlements in excess of insurance coverage over the past
three years.

A reconciliation of the claims liability for the years ended September 30, 2013 and 2012 is as follows:

Year Ended Year Ended

9/30/13 9/30/12
Claims Liability (beginning of year) $4,549,999 $3,682,890
Claims incurred during the period 1,851,619 2,212,643
Changes in estimate for claims of prior periods . (323,705) 11,646
Payments on claims 1,953,046 1,357,180
Claims liability (end of year) $ 4,124,867 $4,549,999

Several complaints for alleged discriminatory employment practices have also been filed against the County.

A portion of the fund balance of the General Fund has been assigned to provide for a possible loss resulting from the unfavorable
outcome of any claims and litigation. See Note G, which follows.

The County provides a funding mechanism for the payment of the costs of pharmaceuticals and medical insurance for employees. The
County contracts with a third party administrator to provide claims processing with the cost of the claims reimbursed from these funds. Net position
for this fund as of September 30, 2013 was $2,378,404 with $178,775 accrued as a liability for incurred losses and expenses.

A reconciliation of the claims liability (workers compensation, property & liability, and auto claims) for the years ended September 30, 2013
is as follows:

Total
Pharmaceuticals Medical Insurance
Claims Liability (beginning of year) $ 18,915 $ 230,056 $ 248,971
Claims incurred during the period 37,657 (26,372) 11,285
Changes in estimate for claims of prior periods .
Payments on claims 27.936) 53,545) (81,481
Claims liability (end of year) $ 28,636 $150,139 $178.775

NOTE G - GENERAL FUND FUND BALANCE CLASSIFICATIONS AND DEFICITS

The County receives funds from various federal and state units to finance specific grants. The final determination of revenue amounts is
subject to audit by the responsible agencies. Grant fund balance deficits, to the extent not liquidated by future operations, will be absorbed by the
General Fund. Additionally, the County is a defendant in numerous legal actions of which Corporation Counsel is not able to provide information as
to the probable outcome and extent of potential liability, if any. As a result of these and other matters discussed in Note F, above, the County has
established an assignment of fund balance in the General Fund in the amount of $1,000,000 to provide for any audit adjustments of grant revenues,
grant fund balance deficits and possible losses resulting from other contingencies, claims, and litigation.

The fund balance of the General Fund has also been classified as nonspendable for a long-term receivable due from the Vehicles and
Equipment Internal Service Fund in the amount of $1,840,809 and prepaids in the amount of $20,690.

The following funds were in a deficit at year end:
Component Unit:
Brownfield Authority $9,538,967
Major Special Revenue:
Community Action Resource

Department 443,666
Nonmajor Special Revenue:
Administration of Justice 583,117
Internal Service Funds:
Administrative Services 1,954,981
Vehicles and Equipment 804,008

NOTE H - PROPERTY TAXES

The County property tax is levied each July 1 on the assessed valuation of property located in the County as of the preceding December
31. On December 1, the property tax attachment is an enforceable lien on property and is payable by the last day of the next February following.
Assessed values are established annually by the County and are equalized by the State at an estimated 50% of current market value. Real property
in Genesee County for the 2012 levy was assessed at $8,996,549,108 and equalized at $8,996,549,108 representing 50% of estimated current
market value. The County operating tax rate is currently 5.5072 mills with an additional 0.4847 mills voted each for parks and paramedics 0.7 mills
for senior services 1 mill for health services and 0.1 mills for veterans.
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By agreement with various taxing authorities, the County purchases at face value the real property taxes receivable returned delinquent
each March 1. These receivables ($46,643,971 at September 30, 2013) are pledged to a bank for payment of notes payable, the proceeds of which
were used to liquidate the amounts due the General Fund and various other funds and governmental agencies for purchase of the receivables and
to provide funds for current operations. Subsequent collections on delinquent taxes receivable, plus interest and collection fees thereon and
investment earnings, are used to extinguish the debt.

Collections of delinquent taxes, which include interest, penalties, fees and investment earnings, amounting to $39,151,903 in 2013, are
used to service the notes payable. Principal and interest paid on the notes payable in 2013 amounted to $46,673,278.

NOTE | - RETIREMENT PLANS
DEFINED BENEFIT PLAN - -
PLAN DESCRIPTION AND PROVISIONS

The County administers a contributory agent multi-employer defined benefit pension plan known as the Genesee County Employees
Retirement System (GCERS). The plan is included as a pension trust fund in the County’s Comprehensive Annual Financial Report. GCERS
issues a publicly available annual financial report that includes financial statements and required supplementary information for the system as a
whole. This report can be obtained from the Retirement Coordinator at the County’s administrative offices, located at 1101 Beach Street, Flint, Ml
48502.

GCERS was organized pursuant to Section 12a of Act 156, State of Michigan Public Acts of 1851 (MSA 5.33(1); MCLA 46.12a) as
amended. GCERS was established by ordinance in 1946, beginning with general County employees and the County Road Commission. Genesee
County Water and Waste Services joined the system in 1956, Genesee County Community Mental Health joined in 1966, the City of Mt. Morris in
1969, and the Genesee District Library in 1980. The GCERS is regulated under the Genesee County Employees’ Retirement System Ordinance,
the sections of which have been approved by the State of Michigan Pension Commission. All new-hire general County and Community Mental
Health employees may only join the defined contribution plan.

The plan provides for vesting of benefits after 8 years of service. Generally, participants may elect normal retirement with 20 to 25 years
of credited service, regardless of age, or at age 60 with 8 or more years of credited service. Retirement benefits vary by employer group, and are
payable monthly. Generally, the retirement benefit is equal to the employee’s final average compensation times the sum of 2.5% for each year of
credited service. All employers allow members to elect a deferred annuity providing a lifetime benefit. The length of service required to elect the
deferred annuity is either 8 or 15 years, depending on the date of employment and employer group.

Membership in the plan at December 31, 2012, the date of the latest actuarial valuation, was comprised of 840 active plan members, 82
inactive vested members and 1,638 retirees and beneficiaries.

ANNUAL PENSION COST

The annual pension cost (APC), percentage of APC contributed, and net pension obligation (NPO), for the fiscal years ended September
30, 2013, 2012, and 2011, are summarized as follows:

Fiscal Annual % of Net Pension
Year Pension APC Obligation
End Costs (APC) Contributed (Asset)
09/30/11 $12,390,596 100.0% 0
09/30/12 12,232,054 100.0% 0
09/30/13 14,736,420 86.4% 0

ACTUARIAL METHODS AND ASSUMPTIONS

In the December 31, 2012 actuarial valuation (the most recent actuarial valuation) the individual entry age cost method was used.
Significant actuarial assumptions used include an (1) 8.0% investment rate of return, (2) projected salary increases of 3.0% - 7.03% that includes
inflation at 3.0%, and (3) postretirement benefit increases depending on benefit group. The actuarial value of assets was determined using
techniques that smooth the effects of short-term volatility over a four-year period. The amortization method being used is a level percentage-of-
payroll on an open basis. The remaining amortization period for unfunded actuarial accrued liability is 25 years.

FUNDING PROGRESS

Actuarial Valuation as of 12/31/2010 12/31/2011 12/31/2012

Actuarial Value of Assets $401,700,454 $365,262,318 $387,979,375
Actuarial Accrued Liability (Entry Age) 564,033,044 549,929,631 559,390,939
Unfunded AAL 162,332,590 184,667,313 171,411,564
Funded Ratio 71.2% 66.4% 69.4%
Covered Payroll 57,794,546 52,236,539 49,736,813
UAAL as a % of Covered Payroll 280.9% 353.5% 344.6%
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DEFINED CONTRIBUTION PLAN - -

The County offers a defined contribution pension plan as an alternative to the defined benefit pension plan. The International City
Managers Association (ICMA) Retirement Corporation administers the plan, and the County Board of Commissioners has authority over plan
provisions and contribution requirements. All benefit employees are eligible to participate in this plan, if not participating in the Defined Benefit Plan.
The County is required to contribute 8% to 10% of eligible employees’ annual covered payroll, and employees are required to contribute between
3% and 7% of covered payroll. Employees are fully vested after 5 years of service. During the year ended September 30, 2013, employer and
employee contributions to the plan were $2,705,916 and $1,617,428, respectively.

HEALTH BENEFITS PLAN AND TRUST - -
PLAN DESCRIPTION AND PROVISIONS - Genesee County OPEB

Genesee County provides other post-employment benefits (medical, optical, dental and life insurance) to County retirees who meet
eligibility requirements. This is a single employer defined benefit plan administered by the County. The benefits are provided under collective
bargaining agreements to union employees and by resolution of the County Board of Commissioners for employees not covered under collective
bargaining agreements. The valuation for this benefit plan has been conducted in accordance with generally accepted actuarial principles and
practices. Data concerning active members, retirees and beneficiaries was provided by Genesee County. This plan does not issue separate stand
alone financial statements.

FUNDING POLICY

The County performed an actuarial valuation of the other post-retirement benefits liability for the year ended September 30, 2012. At that
time the liability was determined to be $308,208,023 with the computed contribution as a percentage of payroll (based on 30-year amortization of the
unfunded liability) to be 34.32% or $18,549,049.

The County has been working to systematically increase contributions into the VEBA to eventually equal the ARC (annual required
contribution). Beginning in fiscal year 2002/2003, the County began contributing 3% of gross payroll into a fund designated for retiree health care.
This was increased to 5% in the 2003/2004 fiscal year, to 10% in the 2006/2007 fiscal year, 20% in the 2007/2008 fiscal year, 22.5% in the
2008/2009 fiscal year, 20% in the 2009/2010 fiscal year, 24% in the 2010/2011, 2011/2012 and 2012/2013 fiscal years. In 2004 the County created
a VEBA trust to specifically designate the funds that had been contributed for retiree health care. Also, in 2005 and 2006, all collective bargaining
agreements as well as the non-union personnel policies included a provision that requires all employees to make a contribution of 1%-3% of pre-tax
gross wages, which is paid to the VEBA as employer contributions for the funding of retiree health care benefits (OPEB). These contributions
resulted in an OPEB obligation for the period ending September 30, 2013 in an amount of $29,409,706.

FUNDING PROGRESS
Fiscal Year Ended September 30
2012 2013

2011
Annual required contribution (recommended) $ 18,708,000 $18,549,049 $18,549,049
Interest on the prior year's net OPEB obligation 317,634 797,853 1,211,518
Adjustment to the annual required contribution (443,250 1,018,580
Annual OPEB cost 19,025,634 18,903,652 18,741,987
Amount contributed 9,698,547 12,009,195 9,524,252
(Increase) in net OPEB Liability (9,327,087) (6,894,457) (9,217,735)
OPERB Liability — beginning of year 3.970.427 13,297,514 20,191,971
OPEB Asset (obligation) — end of year $ (13,297,514 $(20,191.,971) $(29,409,706)
Fiscal Year Ended September 30
2011 2012 2013
Annual OPEB Costs $19,025,634 $18,903,652  $18,741,987
Percentage contributed 51% 64% 51%
Net OPEB obligation (13,297,514) (20,191,971)  (29,409,706)
Plan Year Ended September 30
Valuation Date September 30 2007 2010 2012
Value of Assets at September 30 $ 30,427,079 $ 41,579,396 $43,313,587
Actuarial Accrued Liability 179,150,908 286,696,396 308,208,023
Unfunded AAL 148,723,829 245,117,000 264,894,436
Funded Ratio 17% 15% 19%
Annual Covered Payroll $ 58,387,145 58,028,000 36,987,137
Ratio of UAAL to Covered Payroll 2.55% 422.41% 716.18%

ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future employments, mortality, and healthcare cost trends. Amounts
determined regarding the funded status of the plan and the annual required contributions of the employer are subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future.
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer and the
plan member) which is formally detailed in the collective bargaining agreements and County Board resolutions. These collective bargaining
agreements and resolutions include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The actuarial methods and assumptions used include techniques that are designed to
reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspectives of
the calculations.

In the September 30, 2012 actuarial valuation, the individual entry age actuarial cost method was used. The actuarial assumptions
included a 6% investment rate of return (net of expenses), which is the expected long-term investment return on plan assets, and an annual
healthcare cost trend rate of 8% in year one, decreasing by 0.5% annually until year 7 and then remaining at 5%. The UAAL is being amortized as a
level percentage of projected payroll on an open basis. The remaining amortization period at September 30, 2013 was 30 years.

PLAN DESCRIPTION AND PROVISIONS - Genesee County Community Mental Health

The Genesee County Community Mental Health Retiree Health Care Plan (the “Plan”) is a single-employer defined benefit healthcare plan
administered by Mental Health (the “Agency”) a major fund included Genesee County’s financial report. The Plan provides health insurance
benefits, including medical, prescription, dental, and optical coverage to certain retirees and their beneficiaries, which are advance-funded on a
discretionary basis. The Plan was closed to new hires as of May 2008. The valuation for this benefit plan has been conducted in accordance with
generally accepted actuarial principles and practices. Data concerning active members, retirees and beneficiaries was provided by Genesee County
Community Mental Health. This plan does not issue separate stand alone financial statements.

FUNDING POLICY

The contribution requirements of Plan members and the Agency are established and may be amended by the Agency Board of Directors.
The required contribution is based on actuarially determined finance rates, with an additional amount to prefund benefits as determined annually by
the Agency. For the three month period ended December 31, 2012, the Agency contributed $1,316,026 to the Plan, $483,524 of which was to fund
current year benefits. Plan members receiving benefits contributed $0.

ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and i about the pi ity of
occurrence of events far into the future. Examples include assumptions about future employment, mortality, and the healthcare cost trend.
Actuarially determined amounts are subject to continual revision as actual results are compared with past expectations and new estimates are made
about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as understood by the employer and
Plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between
the employer and Plan members to that point. The actuarial methods and assumptions used to include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

In the December 31, 2012 actuarial valuation, the projected unit credit actuarial cost method was used. The actuarial assumptions
include: (a) a rate of return on investments of 8.0%: (b) projected salary increases of 5.0% attributable to inflation: (c) additional projected salary
increases ranging form 0.0% to 4.03%, depending on age, attributable to seniority/merit; and (d) projected healthcare benefit increases of 4.5% to
9.0%. The actuarial value of assets was determined based on market value. The unfunded actuarial accrued liability is being amortized as a level
dollar amount over 30 years on a closed basis. The remaining amortization period at December 31, 2012, the date of the latest actuarial valuation,
was 10 years.

On August 29, 2012, the Board of Commissioners of Genesee County, Michigan approved a resolution to establish a community mental
authority (a separate entity) to assume the activities of the Agency, effective January 1, 2013. The Agency is reported as a discretely presented
component unit effective January 1, 2013.

NOTE J - LEASES

The County is party to numerous operating leases, aggregate rental expenses which were approximately $74,535 for the year ended
September 30, 2013 exclusive of the amount paid to a related organization described below. Minimum future rental payments under existing leases
are not significant.

The Genesee County Community Mental Health Services is committed under various leases for building and office space and vehicles.

These leases are considered for accounting purposes to be operating leases and contain renewal options of two to three years. Rental
expenditures for the three month period ended December 31, 2012 are $93,127.
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NOTE K — RECEIVABLES

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be available to
liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection with resources that have been received,
but not yet earned. At the end of the current fiscal year, the various components of deferred revenue and unearned revenue reported in the
governmental funds were as follows:

Primary Government Unavailable Unearned
Property taxes $4,763,452

Grant revenue 15,018,360 $209,509
Long-term receivable 1,765,000

Component units Unearned
Road projects $2,244,190
Unearned leases 156,500
Grant revenue 8,725,455

NOTE L - INDIVIDUAL FUND INTERFUND RECEIVABLE AND PAYABLE BALANCES AND TRANSFERS

Interfund Receivable and Payables:

Interfund Interfund
Receivable Payable
Government Funds:
General Fund:
County Health $ 2,453,920
Genesee County Community Action Resource Department ...... 3,217,961
Enterprise 7,830,989 1,003,685
Non-major Special Revenue 3,203,774 7,042,704
Debt Service 18,019
Capital Project: 84,355
Internal Service. 1,118,824 5,722,375
Total General Fund........... 15,473,922 16,222,684
County Health:
General Fund 2,453,920
Genesee County Community Action Resource Department 7,751
Non-major Special Revenue 840,413
Internal Service 289,774
Total County Health......... 3.294,333 297,525
Genesee County Community Action Resource Department:
General Fund 3,217,961
County Health 7,751
Non-major Special Revenue....................cccooiiiiiiiiiiiiiiiii, 126,583
Internal Service 194,719
Total Genesee County Community Action Resource Department .. 134,334 3,412,680
Community Development:
General Fund
Non-major Special Revenue 132,296
Internal Service 329
Total Community Development 132,625
Non-major Special Revenue Funds:
General Fund 7,042,704 3,203,774
County Health 840,413
Genesee County Community Action Resource Department ...... 126,583
Community Development 132,296
Non-major Special Revenue 103,310 103,310
Enterprise 211,585
Internal Service 509,087
Total Non-major Special Revenue Funds 7,278,310 4,994,752
Non-major Debt Service:
General Fund 18,019
Debt Service 1,605 1,605
Capital Project. 9,283
General Fund.. __ 2514 0
Total Non-major Debt Service Funds 13,402 19,624
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Interfund Receivable and Payables continued: Interfund Transfers In and Out Transfers Transfers
Interfund Interfund In Out
Receivable Payable Genesee County Community Action Resource Department (GCCARD)

Capital Projects: County Health......... ...

General Fund. 84,355 GCCARD

Debt Service. 9,283 Non-major Special Revenue. 640,742

Internal Service 163,699 Debt 361,911

Total Non-major Debt Service Funds 257,337 Total GCCARD 640,742 361,911
Total Governmental Funds...... 26,194,301 25,337,227
Non-major Special Revenue:

Enterprise: General 13,623,786 1,956,569

Delinquent Tax: County Health. 420,865
General Fund 1,003,685 7,830,989 GCCARD 640,742
Non-major Special Revenue 211,585 Enterprise 545,000
Internal Service 49,633 Debt 17,460

Total Delinquent Tax. 1,215,270 7,880,622 Capital 197,412
Total Business Type Activity 1,215,270 7,880,622 Non-major Special Revenue 610,894 610,894
Internal 454,257
Internal Service Funds: Total Non-major Governmental Funds 14,432,092 4,645,787
General Fund 5,722,375 1,118,824
County Health 289,774 Debt:
Genesee Community Action Resource Department 194,719 General .. 2,751,216 18
Cc p it 329 County Health
Non-major Special Revenue 509,087 GCCARD 361,911
Debt Service 2,514 .
Capital Project 163,699 .
Enterprise 49,633 Non-major Special Revenue..... 17,460
Internal Service 144,262 144,262 Enterprise 29,100
Total Internal Service Funds .. 7,073,878 1,265,600 Total Debt Service Funds. ..... 3,159,687 18
Total Interfund R Payables $34,483,449 $34,483.449
Capital Project:

Due to/from primary government and component units: General .. 32,260
Component unit Land Bank Authority. $ 26,359 $ 466,518 Non-major Special Revenue..... 197,412
Primary government Non-major Special Revenue Community Development 26,359 Debt ....... 163,699
Primary government Delinquent Taxes 466,518 0 Total Capital Projects Funds ..... 393,371
Total Primary Government and Component Unit Interfund Receivables/Payables $ 492,877 $ 492,877 Total Governmental Funds 28,960,116 25,501,311
Note —The inter fund receivables/payables exist due to the fact that the County uses a pooled cash management account for substantially all Enterprise:

funds. General .. 4,734,725

Debt....... 29,100

Long-term Advances: Non-major Special Revenue 545,000
Primary Government - Hughes & Hatcher Debt Service Fund $1,765,000 $ Enterprise
Component unit — Land Bank Authority. 1,765,000 Internal... 439
Primary Government — General Fund 1,804,809 Total Enterprise Funds .... 545,000 4,764,264
Primary Government — Vehicles and 1.804.809
Total Primary Government and Component Unit Long-term Advances........ $3.569,809 Internal Services:

General 142,064
Enterprise 439
Interfund Transfers In and Out Transfers Transfers Non-major Special Revenue..... 454,258
In Out Capital Project: 163,699
Major Funds: Total Internal Service Fund 760.459
General: Total Transfers In/Out ..... $30,265,575 $30,265,575
Mental Health $ $ 925,000
County Health 2,658,158 Transfers between funds were primarily for operating purposes. Other transfers were made to close funds.
Enterprise 4,734,725
Non-major Special Revenue. 1,956,569 13,623,786
t 18 2,751,216
32,260
142,064
Total General Fund ...... 6,723,572 20,100,224
Mental Health:
General 925,000
Total Mental Health 925,000
County Health:
General... 2,658,158
Non-major Special Revenue... 420,865
Total County Health 3,079,023 0
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NOTE M - EXCESSES OF EXPENDITURES OVER APPROPRIATIONS
Excesses of expenditures over appropriations in individual funds are presented below:
Excess
Fund Expenditures
General Fund
Board of Ci $ 4,170
Treasurer 20,979
Drain Commission 2,777
Ealization 4,465
Circuit Court 62,639
District Court 87,939
Probate Court 11,245
Prosecutor 19,597
Sheriff i { 22,903
Sheriff Marine Division 858
Detective Division 7177
Other:
Other. 416,700
Appropriations:
Administration of Justice Funds...... 11,473
Law Enforcement Fund: 60,000
Debt Service 61,879
Ci ity Action Department 537,565
Other Non-major Governmental Funds
Accc ion Ordinance Tax 290,905
Community Enrichment and Development... 2,454,239
Drug Forfeiture: 53,744
Health Care Service: 1,781,687
Law Enforcemer 1,067,263
Parks and Recreation 930,818

NOTE N - COMPONENT UNIT DISCLOSURES
Deposits and investments:
Al of the County’s component unit deposits and investments are governed by the following:

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes local governmental units to make deposits and invest in
the accounts of federally insured banks, credit unions, and savings and loan associations that have offices in Michigan. The County’s component
units are allowed to invest in bonds, securities, and other direct obligations of the United States or any agency or instrumentality of the United
States; repurchase agreements; bankers’ acceptances of United States banks; commercial paper rated within the two highest classifications, which
mature not more that 270 days after the date of purchase; obligations of the State of Michigan or its political subdivisions, which are rated as
investment grade; and mutual funds composed of investment vehicles that are legal for direct investment by local units of government in Michigan.

The Road Commission has designated two banks for the deposit of its funds. The investment policy adopted by the Board of each component unit
is in accordance with Public Act 196 of 1997. All component unit deposits and investment policies are in accordance with statutory authority. The
cash and investments of component units are subject to the same types of risks as detailed in Note C. These risks are examined in more detail
below:

Custodial credit risk of bank deposits - None of the component units have a deposit policy for custodial credit risk. At year end, the Road
Commission had $28,728,590 of bank deposits (checking and high balance savings accounts) that were uninsured and uncollateralized. At year
end, the Economic Development Corporation had $91,932 of bank deposits (checking and high balance savings accounts) that were uninsured and
uncollateralized. At year end, the Water and Waste Services Division had $1,092,031 of bank deposits (checking and high balance savings
accounts) that were fully insured. At year end, the Drain Commission had $393,059 of bank deposits (checking and high balance savings accounts)
that were uninsured and uncollateralized. At year end, the Land Bank Authority had $1,531,245 of bank deposits (checking and savings accounts)
that were uninsured and uncollateralized. At year end, the Brownfield Authority did not have any bank deposits (checking and savings accounts)
that were uninsured and uncollateralized. At year end, the Storm Water Management System had $223,477 of bank deposits (checking and
savings accounts) that were uninsured and uncollateralized. At year end, the Genesee Health System had $41,283,786 of bank deposits (checking
and savings accounts) that were uninsured and uncollateralized.
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Interest rate risk - Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest rates. The
Commission’s investment policy does not restrict investment maturities, other than commercial paper which can only be purchased with a 270-day
maturity. At year end, the average maturities of investments are as follows:

Road Commission
Investment
Mutual funds

Land Bank Authority:
Investment

Governmental security pooled fund

Genesee Health System:
Investment

Governmental security pooled fund

Mutual funds

Fair Value
$19,430,602

Fair Value
$1,5631,245

Fair Value
$8,564,000
7,751,285

Less than one year
$19,430,602

Less than one year
$1,5631,245

Less than one year
$8,564,000
7,751,285

Credit risk — State law limits investments in commercial paper to the top two ratings issued by nationally recognized statistical rating
organizations. The Commission has no investment policy that would further limit its investment choices. As of year end, the credit quality ratings of
debt securities (other than the U.S. government) are as follows:

Road Commission:
Investment
MERS total Market Fund

Land Bank Authority:
Investment

Governmental security pool

Genesee Health System:

Governmental security pooled fund

Mutual funds

ROAD COMMISSION:

Eair Value
$19,430,602

Fair Value
$1,531,245

Fair Value

$8,564,000

7,751,285

Long-term Debt: The long-term debt for the Genesee County Road Commission is presented below:

Balance
October 1, 2012
MTF notes $ 8,710,000
SIB Loan 249,092
Recovery Zone Bond 4,880,000
Total notes and leases 13,839,902
Compensated absences 1,074,030

Total long-term debt

Additions
$

$

Rating
Rating Organization
N/A N/A
Rating
Rating Organization
N/A
Rating
Rating Organization
N/A
N/A N/A
Balance
Reductions September 30, 2013
$(1,500,000) $ 7,210,000
( 249,092)
565,000) 4,615,000
2,314,092) 11,525,000
5.491 1,068,539
$(2.319.583)

The outstanding bonds and notes payable at September 30, 2013, and matured interest thereon, are payable to the State of Michigan from the
proceeds of state-collected taxes returned to the Road Commission as Act 51 monies. In the case of default, the state treasurer is authorized to
withhold future disbursements of Act 51 monies due the Road Commission until the defaulted payments are recovered by the State.

For certain outstanding notes, special assessments have also been levied on specific properties abutting certain road improvements.
The collection of the assessments has been pledged as additional security for the payment of the bonds. The detail of general obligation bonds and

loans payable is shown below:

Annual
Principal Outstanding
Obligation Final Interest Rate Payment Balance Due Within
Payables Payment Due or Range or Range Sept. 30, 2013 One Year
Michigan Transportation Fund notes:
2006A Issue.... August 1, 2016 4.00% $270,000-295,000 $ 850,000 $270,000
2007 Issue 30, 2017 3.70-4.00 465,000-525,000 1,970,000 465,000
2008 Issue August 1, 2018 3.00-4.00 410,000-515,000 2,305,000 410,000
2009 Issue August 1, 2019 2.00-3.30 320,000-380,000 2,085,000 320,000
Total Notes 7,210,000 1,465,000
Recovery Zone Bond 2010 Issue.... August 1, 2020 4.34 575,000-665,000 4,315,000 575,000
Compensated 1,068,539 140,798
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Annual requirements to pay principal and interest on the outstanding obligations at September 30, 2013, are as follows:

Long-term debt

Year Ended 9-30-2014 ... $2,487,493
9-30-2015 2,486,748
9-30-2016 2,486,197
9-30-2017 2,181,607
09-30-2018 1,639,016
09-30-2019 — 09-30-2020....... 1,788,255
Amount rep! ing interest (1.544.316)

$11,525.000

Act 143, Public Acts of State 1943, provides that total bonds and notes outstanding under this Act cannot exceed 40% of the sum of the revenues
derived from state collected taxes returned to the county for county road purposes for the last preceding five calendar years and not specifically
allocated for other purposes. As of September 30, 2012, the Road Commission is within the statutory limit of Act 143.

Future Revenues Pledged for Debt Payment: The Road Commission Board has irrevocably appropriated and pledged the money received and to
be received by the County from the Michigan Transportation Fund (the “Transportation Fund”) for highway and road purposes pursuant to Act 51,
Public Acts of Michigan, 1951, as amended (“Act 51") to the extent necessary to pay the above principal of and interest on the Michigan
Transportation Notes. Proceeds from the bonds provided financing for the construction of the road projects. During the current year, Act 51
revenues were $20,688,883 compared to the annual debt requirements of $2,881,580.

FUND POLICY

The collective bargaining agreements require the Road Commission to pay the insurance premium/claim costs of the retiree and spouse until
death. The Commission obtains health care coverage for retirees through private insurers. Upon eligibility for Medicare, the Road Commission will
pay the difference between the plan costs and the amount covered by Medicare. The Road Commission has no obligation to make contributions in
advance of when the insurance premiums or claims are due for payment (in other words, this may be financed on a “pay-as-you-go” basis).

FUNDING PROGRESS

For the year ended September 30, 2012, the Road Commission has estimated the cost of providing retiree health-care benefits through an
actuarial valuation as of September 30, 2012. The valuation computes an annual required contribution, which represents a level of funding that, if
paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities over a period not to exceed 30
years. This valuation’s computed contribution and actual funding are summarized as follows:

Fiscal Year Ended September 30
011 2012

Property and Equipment: The following table summarizes the changes in the components of the Road Commission’s capital assets:

Balance Balance
Oct. 1, 2012 Additions Deletions Sept. 30, 2013
Capital assets not being depreciated:
$ 478,816 $ $ 478,816
152,523 479,185 152,523 479,185
1.210 1,210
632,549 479,185 152,523 959,211
Land improvements ...... 2,150,742 105,340 2,256,082
Buildings and improvement: 9,633,661 118,443 9,752,104
Equipment:
Road 26,327,112 1,900,296 1,644,128 26,583,280
497,410 77,603 575,013
Engineering . 92,577 34,077 126,654
Yard and Storage 557,311 47,727 605,038
Office 1,322,627 165,904 48,602 1.439.929
Total... 40,581,440 2,449,390 1,692,730 41,338,100
Capital assets not being depreciated continued:
Infrastructure-Roads. 352,102,236 16,215,462 368,317,698
Infrastructure-Bridges 29,504,795 762,207 30,267,002
Subtotal ... 422,188,471 19.427.059 1,692,730 439,922,800
Less accumulated depreciation fo
Land improvements .. (544,911) (106,703) (651,614)
Buildings and improvement (6,346,475) (312,254) (6,658,729)
Equipme;
Road (20,566,710) (2,154,796) (1,448,470) (21,273,036)
Shop (363,780) (20,398) (384,178)
Engineering . (81,242) (5,027) (86,269)
Yard and storage (501,266) (6,481) (507,747)
Office...... 894,645 129.762 (48,602) (975.805)
Subtotal 29,299,029 (2.735.421) (1,497.072) (30,537,378)
Infrastructure-Bridge: (7,639,854) (753,228) (8,393,082)
Infrastructure-Roads .. (208,646.967) (12,322,102) 220,969,069
Subtotal 245,585,850 (15,810.751) (1.497.072) 259,899,629
Total net capital assets.... $177,235,170 $ 4,095,493 $ 348,181 $180,982,482

POST-EMPLOYMENT BENEFITS—

PLAN DESCRIPTION

The Road Commission provides retiree health-care benefits to eligible employees and their spouses. This is a single employer defined benefit
plan administered by the Road Commission. The benefits are provided under collective bargaining agreements.
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2013
Annual required contribution (recommended) $4,494,838 $4,536,548 $4,501,630
Interest on the prior year’s net OPEB obligation 131,733 102,137 88,459
Less adjustment to the annual required contribution 218,502 165,462 141,299
Annual OPEB cost $4,408,069 $4,473,223 $4,448,790
Amount contributed:
Payments of current premiums (2,611,228) (2,708,943) (2,684,373)
Advance funding 2,191,456 2,000,000 3.000,000
Decrease in net OPEB obligation (394,615) (235,720) (1,235,583)
OPERB obligation — beginning of year 1,756.446 1,361,831 1,179,459
OPERB obligation (asset) — end of year $ 1.361.831 $1,126,111 $ (56,124
Fiscal Year Ended September 30
2011 2012 2013
Annual OPEB Costs $4,408,069 $4,473,223 $4,448,790
Percentage contributed 107% 104% 128%
Net OPEB obligation $1,361,831 $1,126,111 $ (56,124)

The funding progress of the plan as of the most recent valuation date is as follows:

Fiscal Year Ended September 30

2011 2012 2013
Unfunded AAL $44,716,286 $42,584,913 $56,659,252
Actuarial value of plan assets 7,998,488 14,074,339 14,074,339
Actuarial accrued liability 52,714,774 56,659,252 42,584,913
Funded 15% 25% 25%
Annual covered payroll — December 31, $9,023,093 $8,713,876 $8,713,876
Ratio of UAAL to covered payroll 496% 489% 489%

ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the employer are subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents multiyear trend information about whether the actuarial
value of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer and the
plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between
the employer and plan members to that point. The actuarial methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

In the September 30, 2012, actuarial valuation, the projected unit credit actuarial cost method was used. The actuarial assumptions included
a 7.5 percent investment rate of return (net of administrative expenses), which is a blended rate of the expected long-term investment returns on
plan assets and on the employer’s own investments calculated based on the funded level of the plan at the valuation date, and an annual healthcare
cost trend rate of 8.5 percent initially, reduced by decrements to an ultimate rate of 4.5 percent after four years. Both rates included a 4.0 percent
inflation assumption. At the point in time that the Road Commission begins funding the plan, the actuarial value of assets will be determined using
techniques that spread the effects of short-term volatility in the market value of investments over a multiple year period. The UAAL is being
amortized as a level percentage of projected payroll on a closed 30-year basis. The remaining amortization period at September 30, 2012 was 26
years.
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WATER AND WASTE SERVICES:

Long-term Debt: The summary of long-term debt transactions for the Water and Waste Services for the year ended December 31, 2012 is
presented below:

Balance Additions Balance Due In
Jan. 1, 2012 (Reductions) Dec. 31, 2012 One Year

1.625% to 6.0% Interceptor and treatment facilities .. $104,546,556 $ 3,388,570

(6,555,000) $101,380,126 $6,700,000

2.5% to 7.375% District No. 3 32,688,516 29,999
(2,719,250) 29,999,265 2,835,000
2.50% to 5.00% Water supply system 40,245,000 1,260,000) 38,985,000 1.310.000
Subtotal 177.480.072 7.115.681 170.364.391 10,845,000
Unamortized note premium 408,948 (_90.443) 318,505 22,584
$177.889.020  § 7.206.124 $170.682,896  $10.867.584

The annual requirements to pay principal and interest on the outstanding obligations for Water and Waste Services at December 31, 2012 are as
follows:

Principal Interest Total
2013 $ 10,845,000 $5,654,333 $16,499,333
2014 11,180,000 5,317,264 16,497,264
2015 11,540,000 4,966,431 16,506,431
2016 11,645,000 4,604,434 16,249,434
2017 10,830,000 4,250,159 15,080,159
2018-20: 48,350,000 16,663,484 65,013,484
2023-2027. 46,570,000 8,859,989 55,429,989
2028-2032. 17,869,391 2,250,274 20,119,665
2033 1,535,000 75,406 1,610,406
Total $170,364,391 $52,641,774 $223,006,165

Future Revenues Pledged for Debt Payment: The Water and Waste Services Division has pledged substantially all revenue of the Water and
Sewer Fund, net of operating expenses, to repay the above Gi County Drain Ci i water and sewer revenue bonds. Proceeds from
the bonds provided financing for the construction of the water and waste systems described above. The bonds are payable solely from the net
revenues of the water and sewer system. The remaining principal and interest to be paid on the bonds total $115,370,449. For the year ended
December 31, 2012, net revenues of the system were $12,895,721 compared to the annual debt requirements of $7,623,037.

In the next 6 to 12 months the County may issue an estimated $18,000,000 to $31,000,000 of water revenue refunding bonds with a limited tax
general obligation pledge to refund certain outstanding water revenue bond issues for debt service savings.

Karegnondi Water Authority — See Note Q
Capital Assets - The summary of capital assets for Water and Waste Services at December 31, 2012 is displayed on the following page:

Balance Balance
Jan. 1, 2012 Reclassifications  Dec. 31, 2012

Proprietary fund capital assets
Enterprise Funds:
Capital assets not being depreciated:

Land . $ 871,021 $ $ $ 871,021
Construction in progress . 86,046,793 5,697,277 36,835,568 54,908,502
Subtotal 86,917,814 5,697,277 36,835,568 55,779,623
Capital assets being depreciated:
Distribution & collections systems 278,985,859 1,895,257 29,806,472 310,687,588
Vehicles.... . 382,261 382,261
Buildings and equipment. 5,419,064 435,029 7,045,346 12,899,439
Subtotal.............. 284,787,187 8,027,563 36,851,818 323,969,288
Proprietary fund capital assets
Less accumulated depreciation for:
Distribution & collections systems (48,921,258) (6,327,670) (55,248,928)
Vehicles.... (254,852) (114,514) (369,366)
Buildings and equipment. (3.423.902) (406.918) 3.830,820)
. 52,600,012 6.849.102 59.449.114)
Net capital assets being depreciated 232,187,172 4,518,816 36,851,818 264,520,174
Total capital assets — Net of depreciation 319,104,986 1,178.461 16,250 320,299,697
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Balance Balance
Jan. 1, 2012 Additions Reclassifications  Dec. 31, 2012

Internal Service Funds:
Capital assets not being depreciated-
Construction in progress ........ 16,250 (16,250)
Capital assets being depreciated —

Buildings and equipment........ 8,628,852 (122,987) 8,505,865
Less accumulated depreciation —

Buildings and equipment........ (5,797,381) (108,558) (5,905,939)
Net capital assets being depreciated 2,831,471 (231,545) (16.250) 2,599,926
Total proprietary fund capital assets $321,952,707 $ 946,916 $ 0 $322,899,623

POST-EMPLOYMENT BENEFITS—
PLAN DESCRIPTION

The Water and Waste Services Division provides retiree healthcare, dental, life, and vision benefits to eligible employees and their spouses
through the Municipal Employees’ Retirement System. This is an agent multiple employer defined benefit plan administered by the Division. The
benefits are provided under collective bargaining agreements.

FUND POLICY

The collective bargaining agreements do not require employee contributions. The Division has no obligation to make contributions in advance
of when the insurance premiums are due for payment (in other words, this may be financed on a “pay-as-you-go” basis). However, as shown below,
the Division has made contributions to advance-fund these benefits, as determined by the Division.

FUNDING PROGRESS

For the year ended December 31, 2012, the Division has estimated the cost of providing retiree healthcare benefits through an actuarial
valuation as of December 31, 2010. The valuation computes an annual required contribution, which represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities over a period not to exceed 30 years. This
valuation’s computed contribution and actual funding are summarized as follows:

Fiscal Year Ended December 31
2011

2010 2011 2012
Annual required contribution (recommended) $2,587,823 $3,933,831 $3,818,480
Interest on the prior year's net OPEB obligation 121,341 127,528 230,108
Less adjustment to the annual required contribution (67.411) (78,511) (101,338)
Annual OPEB cost 2,641,753 3,982,848 3,947,250
Fiscal Year Ended December 31
2010 2011 2012
Amount contributed:
Payments of current premiums (1,395,270) (1,337,004) (1,523,879)
Advance funding 80,595 (81,360 2,500,000
(Increase) Decrease in net OPEB obligation (1,165,888) (2,564,484) 76,629
OPERB obligation — Beginning of year 2,022,323 3,188,211 5,752,695
OPEB obligation — end of year $(3.188,211 $(5.752,695) $(5.676,066)
Fiscal Year Ended December 31
2010 2011 2012
Annual OPEB Costs $2,641,753 $3,982,848 $3,947,250
Percentage contributed 55.87% 35.61% 101.94%
Net OPEB obligation $3,188,211 $5,752,695 $5,676,066
The funding progress of the plan as of the most recent valuation date is as follows:
Fiscal Year Ended December 31
2010 2011 2012
Unfunded AAL $35,394,879 $51,474,408 $35,486,607
Actuarial value of assets. 0 0 2,333,369
Actuarial accrued liability ... 25,394,879 51,474,408 37,819,976
Funded 0% 0% 6.17%
Annual covered payroll — December 31 $8,420,060 $7,610,890 $7,312,770
Ratio of UAAL to covered payroll 420.36% 676.33% 485.27%
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ACTURIAL METHOD AND ASSUMPTIONS

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the employer are subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer and the
plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between
the employer and plan members to that point. The actuarial methods and assumptions used include techniques that are designed to reduce the

effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

In the December 31, 2010 actuarial valuation, the individual entry age actuarial cost method was used. The actuarial assumptions included an
4.0 percent investment rate of return (net of administrative expenses) and an annual healthcare cost trend rate of 5.0 percent. The UAAL is being
amortized as a level percentage of projected payroll over 30 years.

In 2012, the Division approved a prefunding plan and per the plan $2,500,000 was remitted to the trust in 2012 and $1,200,000 per year will
be remitted starting in 2013.

DRAIN COMMISSION:

The summary of long-term debt transactions for the Drain funds for the year ended September 30, 2013, is presented below:

Balance Additions Balance Due in
Oct.1,2012  (Reductions) Sept. 30, 2013 One Year
Citizens Bank $ 200,000 $(50,000) $ 150,000 §$ 50,000
3.69% to 6.85% Genesee County Special Assessment
debt with governmental i it 292,926 335,097
(147,586) 480,437 146,546

4.0 to 4.25% Genesee County Drainage District

#408 Series 2006 Bonds 500,000 (125,000) 375,000 125,000
2.0% to 3.15% Genesee County Drainage District

Bonds #0017 Series 2011 Bonds ...

2,395,000 235,000 2,160,000 235,000

The annual requirements to pay principal and interest on the outstanding obligations for the Drain funds at September 30, 2013, are as follows:

2013/2014 ... $641,679

2014/2015 . 593,601

2015/2016 . 557,656

2016/2017 . 347,453

2017/2018 . 340,395

2019-2022. 1,024,411

3,505,195
Amount representing interest..... 339,758)
$3,165,437

The following is a summary of capital assets for the Drain fund at September 30, 2013:
Balance Balance
Oct. 1, 2012 Additions Deletions Sept. 30, 2013

Capital assets being depreciate

Equipment $1,540,647 $ 55791 $ $ 1,596,438

Infrastructure 24,848,689 58,327 24,907,016

Drain System Retrospective 29,376,026 29,376,026

Capital assets not being depreciate

Construction in Progress ..... 750,989 826,564 (42.273) 1,535,280
Subtotal ... 56,516,351 940,682 (42,271) 57,414,760

Less Allowance for Depreciatiol

Equipment (1,440,040) (102,501) (1,542,541)

Infrastructure (10,781,114) (2,180,308) (12,961,422)

Drain System Retrospective ......... 20,131,888 (20,131,888)
Subtotal (32,353.402) 2,282,809 34,635,851

Net capital assets being depreciated 23,411,960 2,168,391 21,243,629

Total Capital Assets

Net of depreciation.... $24,163.309 $ (1.342,127) $  (42273) $ 22,778,909

During 2006, the Drain Commission complied with the provisions of GASB Statement 34 relative to the retroactive adjustment to capitalize
infrastructure back to 1980.
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LAND BANK AUTHORITY:

The summary of long-term debt transactions for the Genesee County Land Bank Authority for the year ended September 30, 2013, is presented
below:

Balance Balance DueIn
Oct1,2012  Additions  (Reductions) Sept. 30,2013  One Year
Promissory Note — Genesee County $ 510,742 $ $ (102,149) $ 408,593 $ 102,149
Berridge Place Project. 540,000 (260,000) 280,000 280,000
Land Bank Center. . 1,810,000 (45,000) 1,765,000 45,000
GCLB-Berridge Planc, LLC LISC note payable... 1,360,475 (138,709) 1,221,766 16,147
Line of credit 200,000 200,000 0
Total note leases 4,421,217 745,858 3.675,359 443,296
C absences 36.338 (5.134) 31,204
Total long-term $4,457,555 $ $ (750,992 $ 3,706,563 $ 443,296

The annual requirements to pay principal and interest on the outstanding obligations at September 30, 2013, are as follows:

$ 662,959
1,549,682
249,022
249,950
143,598
723,805
737,830
734,055
147.977
5,198,878
1,523,519)
$3,675,359

2019-2023
2024-2028
2029-2033
2034 ...

Amount representing interest....

The following is a summary of capital assets for the Genesee County Land Bank Authority at September 30, 2013:

Balance Balance
Oct. 1, 2012 Additions Disposals Sept. 30, 2013
Capital assets not being depreciated:
Land .. $ 84,308 $ $ $ 84,308
Construction in progress-Bldgs.
Subtotal.... 84,308 84,308
Capital assets being depreciated:
Buildings and improvement 8,946,972 4,792 (149,835) 8,801,929
Machinery and equipment 166,024 166,024
Office equipment. 197,239 197,239
Vehicles ... . 150,524 10,523 161.047
Subtotal . . 9,460,759 15,315 149,835 9,326,239
Less Accumulated depreciation:
Buildings and improvements... (1,340,153) (312,199) 83,251 (1,569,101)
Maintenance and equipment . (96,812) (72,938) (169,750)
Office equipment. (95,632) (4,160) (99,792)
Vehicles 103,346 36.905) (140,251)
R 1,635,943 (426,202 83,251 1,978,894
Net capital assets being depreciated ..... 7824816 410,887 66,584 7.437,345
Total capital assets — Net of depreciation $ 7,909,124 $ (410,887) $ (66.584) $ 7,431,653

The Authority’s 1 percent ownership interest in 607 East Second Avenue, LLC (LLC) is accounted for in the statement of net assets as an equity
investment. 607 East Second Avenue, LLC was created to account for the redevelopment of the old Durant Hotel. The total projected cost of the
development was approximately $35,590,000, with a total contribution of $18,380,819 from the Authority. The Authority's capital contributions
sources were from grants, Brownfield TIF bonds, and sale of state historic and state Brownfield tax credits. The Authority has recorded a loss on
impairment of the fair value of its investment below cost in the amount of $16,441,819 to bring the investment balance to $1,939,000.

Subsequent to September 30, 2013, the Authority entered into a $3,000,000 line of credit with a bank and the County has pledged its limited tax full
faith and credit on the line.
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BROWNFIELD AUTHORITY:

The summary of long-term debt transactions for the Genesee County Brownfield Authority for the year ended September 30, 2013 is presented
below:

Balance Balance Due In
Oct. 1, 2012 Additions (Reductions) Sept. 30, 2013 One Year
Unamortized note premium $ 406,984 (5 17,695) $ 389,289  $17,695
3.0% to 5.0% Genesee County iel
Series 2005 Tax Increment Bonds, Subject to
redemption prior to maturity 12,610,000 (245,000) 12,265,000 255,000
Total.... $13,016,984 § ($.262,695) $12,754,289 $272,695

The annual requirements to pay principal and interest on the oL ing obligati at

30, 2013, are as follows:

2014 $ 843,500
2015 852,900
2016 861,500
2017 874,200
2018 880,575
2019-2023 . 4,523,500
2024-2028 . 4,747,125
2029-2033. 4,980,500
2034-2035 ... 2,059,500
20,623,300

Amount representing interest..... 8,258,300
$12,365,000

GENESEE HEALTH SYSTEM:
Property and Equipment: The following table summarizes the changes in the components of the Genesee Health Systems capital assets:

Transfer of

Beginning Ending
Balance Additions Deletions Balance
Capital assets not being depreciated:
Construction in progre: $ 34888 $ 946,968 $ $ 981,856
Capital assets being depreciated:
Building improvements 2,225,580 677,627 2,903,207
Vehicles and equipment 2,046,565 147,830 24,680 2,169,715
Subtotal 4,226,005 825,457 24,680) 5,072,922
Less accumulated depreciation for:
Building improvements (474,137) (137,416) (611,553)
Vehicles and equipment 1,413,050 94,315 24,680 1,482,685
ubtotal 1,817,430 231,731 24,680 2,094,238
Net capital assets being depreciated 2,384,958 593,726 2,978,684
Total capital assets, net of depreciation $2,419,846 $1.540.694 $

During the nine month period ended September 30, 2013, all the assets of Genesee County Community Mental Health Agency were transferred to
the authority. This transfer is reflected above as a transfer of beginning balances.

POST-EMPLOYMENT BENEFITS-

PLAN DESCRIPTION

The Genesee Health System retiree healthcare plan (the “Plan”) is a single-employer defined benefit healthcare plan provides health
insurance benefits, including medical, prescriptions, dental, and optical coverage to certain retirees and their beneficiaries, which are advance-
funded on a discretionary basis. It is a single-employer defined benefit healthcare plan administered by the Authority, which was closed to new hires
as of May 2008. Plan assets are held in trust by a third party administrator.

FUND POLICY

The contribution requirements of Plan members and the Authority are established and may be amended by the Authority Board of Directors.
The required contribution is based on actuarially determined financed rates, with an additional amount to prefund benefits as determined annually by
the Agency. For the nine month period ended September 30, 2013, the Authority contributed $7,729,092 to the Plan, while plan members receiving
benefits contributed $0.
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FUNDING PROGRESS

The Authority’s annual other postemployment benefit (OPEB) cost (expense) is calculated based on the annual required contribution of the
employer (ARC). The ARC was calculated using the projected unit credit actuarial cost method. The ARC represents a level of finding that, if paid
on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not
to exceed thirty years.

The following table shows the components of the Authority’s annual OPEB cost for the nine month period, the amount actually contributed to
the Plan, and changes in the Authority’s net OPEB asset:

Annual required contribution $ 7,437,503
Interest on net OPEB asset (96,248)
Adjustment to annual required contribution 247,286
Net OPEB cost (expense) $ 7,588,541
Amount contributed:
Payment of current premiums 7,729,092
Change in net OPEB obligation 140,551
Net OPEB asset, beginning of the year 461,523
Net OPEB asset, end of the year $ 602,074
Fiscal Year Ended September 30
2011 2012* 2012 2013**
Annual OPEB costs $5,308,643 $8,772,109 $1,740,748  $7,377,734
Percentage contributed 151.5% 73.4% 75.6% 104.8%
Net OPEB asset $1,179,411 $1,604,133 $1,179,411 $ 602,074

*During the year ended September 30, 2012, the Authority switched from a 30 year amortization period to a 10 year amortization period.

**This represents the three month period ended December 31, 2012.
*** This represents the nine month period ended September 30, 2013.

The funding progress of the plan as of the most recent valuation date is as follows:

Unfunded AAL $56,477,931
Actuarial value of plan assets 14,599,442
Actuarial accrued liability 41,878,489
Funded 25.8%
Annual covered payroll $17,335,736
Ratio of UAAL to covered payroll 242%

ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. include i about future I mortality, and the healthcare cost trend.
Actuarially determined amounts are subject to continual revision as actual results are compared with past expectations and new estimates are made
about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as understood by the employer and Plan
members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between the
employer and Plan members to the point. The actuarial methods and assumptions used to include techniques that are designed to reduce the

effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

In the December 31, 2011 actuarial valuation, the projected unit credit actuarial cost method was used. The actuarial assumptions includes:
(a) a rate of return on investments of 8.0%: (b) projected salary increases of 5.0% attributable to inflation: (c) i j salary
ranging from 0.0% to 4.03%, depending on age, attributable to seniority/merit; and (d) projected healthcare benefit increases of 4.5% to 9.0%. The
actuarial value of assets was determined based on market value. The unfunded actuarial accrued liability is being amortized on a level dollar basis
over 25 years on a closed basis. The remaining amortization period at December 31, 2011, the date of the latest actuarial valuation, was 10 years.
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NOTE O - RESTATEMENT OF NET POSITION

Restatement: Net position and fund balances at September 30, 2012, were restated to correct beginning balances. Net position and fund
balances were restated for the following reasons:

1) To properly account for the year end change from December to September.
2) To properly account for refund of payments for special assessments, overpayment received from the State, and an adjustment to the
net OPEB obligation to reflect the balance in the actuarial valuation.

As Previously Restated
Reported Adjustments Amounts
Component units:
Net Position
Economic Development $ 813204 $ (41,576)" $ 771,628
Road Commission $204,416,884 $ (108,352) @ $ 204,308,532

NOTE P - GASB UPCOMING ACCOUNTING PRONOUNCEMENTS DISCLOSURE

In March 2012, the GASB issued GASB Statement No. 65, ltems Previously Reported as Assets and Liabilities, which is required to be
implemented for financial statements for periods beginning after December 15, 2012. Statement No. 65 establishes accounting and financial
reporting standards that reclassify, as deferred outflows and inflows of resources, certain items that were previously reported as assets and
liabilities. This statement also provides other financial reporting guidance related to the impact of the financial statement elements deferred outflows
of resources and deferred inflows of resources. Statement No. 65 will be implemented for the County’s 2014 fiscal year.

In June 2012, GASB Statement No. 67, Financial Reporting for Pension Plans, was issued by the Governmental Accounting Standards Board.

Th\s new standard, which replaces the requirements of GASB Statements No. 25, Financial Reporting for Defined Benefit Pension Plans and Note

I for Defined C Plans and No. 50, Pension Disclosures, establishes standards for financial reporting that outline the basic

framework for separately-issued pension plan financial reports and specifies the required approach to measuring the liability of employers and

certain non-employer contributing entities, about which information is required to be disclosed. GASB Statement No. 67 is required to be adopted
for years beginning after June 15, 2013. For the County, this standard will be adopted for the year ended September 30, 2014.

In June 2012, the GASB issued GASB Statement No. 68, Accounting and Financial Reporting for Pensions. Statement No. 68 requires
governments providing defined benefit pensions to recognize their unfunded pension benefit obligation as a liability for the first time, and to more
comprehensively and comparably measure the annual costs of pension benefits. This net pension liability that will be recorded on the government-
wide, proprietary and discretely presented component units statements will be computed differently than the current unfunded actuarial accrued
liability, using specific parameters set forth by the GASB. The statement also enhances accountability and transparency through revised note
disclosures and required supplementary information (RSI). The County is currently evaluating the impact this standard will have on the financial
statements when adopted. The provisions of the statement are effective for financial statements for the year ended September 30, 2015.

NOTE Q — KAREGNONDI WATER AUTHORITY

Effective August 1, 2013, the County entered into an agreement with the Karegnondi Water Authority (KWA) and the City of Flint to issue debt to
acquire, construct, and operate a water supply system (System). The debt will not exceed $300,000,000. The County's share of the debt is 65.8
percent or an amount not to exceed $197,400,000. As of the date of the audit report, the debt has not been issued.

The intake facility and the site for the System were financed through the issuance of bonds by the County in the principal amount of $35,000,000 in
October, 2013, with the understanding that the County would make the intake facility available to KWA for use by KWA as part of the System. The
County has pledged its limited tax full faith and credit as additional security for the bonds. The intake facility is currently under construction and is
expected to be completed in October, 2014.

In order to provide finished water to the County’s customers, the County will be required to build a new water treatment plant, reservoir, pump station
and approximately 5 miles of water main. To finance the construction cost, the County anticipates issuance of approximately $60,000,000 of water
revenue bonds with a limited tax general obligation pledge of the County. The new water treatment plant, reservoir, pump station and water main
are expected to be constructed and fully operational on or before May 1, 2016, the date on which the System is expected to be fully operational.

Effective October 1, 2013 the County entered into a contract with KWA to supply up to 42 million gallons per day of untreated water. The charges to
be paid by the County consist of an annual fixed or capital fee and an annual commodity or operations and maintenance fee. The County expects to
pay such charges from the revenues of its water supply system as an operation and maintenance expense in the same manner that it presently pays
for water furnished by the Detroit Water and Sewerage Department (DWSD).

The County is also a voting member of KWA. The County joined KWA in 2013 based on the expectation that the purchase of water for the County
will be more economical in the future than continuing to purchase water from the DWSD.
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Note R - PENSION, EMPLOYEES’ FRINGE BENEFIT (VEBA) AND QUALIFIED EXCESS BENEFIT ARR T (QEBA) TRUST FUNDS
Employees’
General Qualified Employees’
Employees Excess Fringe
Retirement Arrangement Benefit
System (QEBA) (VEBA) Total
Statement of Net Position:
Cash and investments $ 444,425,721 $ $ 46,821,976 $ 491,247,697
Other assets 2,854,857 279,996 3,134,853
Liabilities 28,328,589) (4,164,247) 32.492,836)
Net Position 418,951,989 42,937,725 461,889,714
Statement of Changes in Net Position:
Investment Income 47,787,800 2,992,469 50,780,269
Contributions 16,720,259 10,665,685 27,385,944
Benefit payments (40,062,306) (13,916,914) (53,979,220)
Other decreases 3,632,436) 983 42,379) 3.675.798)
Change in Net Position $ 20,813,317 $ (983 $ (301,139 $(20,511,195)
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NOTE S - FUND BALANCE CONSTRAINTS
The detail of the various components of fund balance is as follows:
Community
Action Other
General County Resource Community Governmental
Fund Health Department Development Funds Total
Fund Balances:
Nonspendable:
Long-term advance to Internal Service Fund ~ $ 1,840,809 1,840,809
Long-term advance to Component Unit $ 1,765,000 1,765,000
Prepayments: 20,690 $ 22,020 4,023 46,733
Inventory: $ 485062 $ 638,400 137,018 1,260,480
Restricted for:
Non-Major Special Revenue:
Community Enrichment and Development 356,692 356,692
Drug Forfeiture 43,759 43,759
Emergency Medical Services 720,963 720,963
Health Care Services 571,809 571,809
Solid Waste Planning Activities 296,065 296,065
Senior Services 2,904,020 2,904,020
Social Services 116,299 116,299
Veterans Millage 471,776 471,776
Committed to:
Non-Major Special Revenue:
Planning Commission:
Contractual disallowances 59,994 59,994
Local match on grant 15,000 15,000
Assigned to:
Costs and settlements of contractual
disallowances, claims and litigation 1,000,000 1,000,000
Programs:
Mental Health -
County Health 2,517,028 2,517,028
Non-Major Special Revenue:
Child Care 3,873,041 3,873,041
Community Enrichment and Development 588 588
Law Enforcement 205,835 205,835
Parks and Recreation 4,816,894 4,816,894
Planning Commission
-Compensated absences 65,346 65,346
Capital Projects:
Capital Improvement 721,280 721,280
Jail Site Remediation 7,321 7,321
Unassigned: $ 9,455,182 $  (928,728) 8,526,454
Administration of Justice (583,117) (583,117)
Law Enforcement (29,900) (29,900)
Planning 97,322 97,322
Hughes & Hatcher Center Debt Service (1,710,110) (1,710,110)
Total fund balances $ 12,316,681

$ 2,539,048 $ (443,666) $ 638,400 $ 14,926,918 $ 29,977,381
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SCHEDULE OF REVENUES AND TRANSFERS IN
BUDGET AND ACTUAL -- GENERAL FUND
REQUIRED SUPPLEMENTARY INFORMATION

GENESEE COUNTY

OPERATING REVENUE
TAXES
Current property taxe:

LICENSES AND PERMITS
Dog licenses
Other.

TOTALS

FINES AND FORFEITURES
Ordinance fines and costs.
Bond forfeitures

TOTALS
USE OF MONEY AND PROPERTY
Interest earned

OTHER INTERGOVERNMENTAL REVENUES
Federal revenue.
Probate judges salaries
Revenue sharing
State liquor tax.
State cigarette ta:
Other.

TOTALS
CHARGES FOR SERVICES

Animal Shelter
District Court.
Friend of the Court
Probate Court
Probation fees
County Treasurer.
County Clerk
Register of Deeds .....
Sheriff
Other services

TOTALS
OTHER REVENUE.

TOTAL OPERATING REVENUE

TRANSFERS IN
Enterprise Funds
Special Revenue Funds.
Capital Projects Funds.
Debt Service Funds...

TOTAL TRANSFERS IN

Exhibit B-1

Fiscal Year Ended 30, 2013
Variance with
Original Final Final Budget
Budgeted Budgeted Positive
Amounts Amounts Actual (Negative
$ 43,459,630 $ 44,652,148 $ 45,261,951 $ 609,803
710,000 617,448 666,466 49,018
158,050 248,676 243,348 (5,328)
868,050 866,124 909,814 43,690
1,980,993 1,738,676 1,638,459 (200,217)
39,500 23,090 26,330 3,240
2,020,493 1,761,766 1,564,789 (196,977)
245,000 58,688 58,600 (88)
235,000 216,615 223,108 6,493
285,010 188,390 206,271 17,881
7,620,146 7,541,499 7,541,499
2,943,273 3,125,820 3,263,945 138,125
2,640 22,524 22,524
3,530,264 3,241,981 3,239,591 (2,390)
14,616,333 14,336,829 14,496,938 160,109
81,400 52,311 55,193 2,882
3,486,279 2,630,706 2,693,118 62,412
679,971 679,971 679,971
145,200 148,806 148,529 (277)
33,000 33,698 33,490 (208)
584,500 903,327 899,203 (4,124)
1,212,470 1,266,056 1,282,100 16,044
1,550,700 1,724,931 1,683,310 (41,621)
1,665,062 1,857,664 1,902,480 44,816
2,019.461 1,207,544 1, 4,274
11,458,043 10,595,014 10, 4,19
593,249 572 4 2,65
73,260,798 72,843,052 73, 793,38
3,622,642 4,868,642 4,734,725 (133,917)
1,719,604 1,936,203 1,956,570 20,367
32,259 32,259
17 18 1
5,342,246 6,804,862 6,723,572 (81,290)
$ 78.,603.044 3 79.647.914 3 80,360,010 $ 712,096

NOTE - The budgetary basis is the same as reported by generally accepted accounting principles.
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SCHEDULE OF EXPENDITURES AND APPROPRIATIONS
BUDGET AND ACTUAL -- GENERAL FUND
REQUIRED SUPPLEMENTARY INFORMATION

GENESEE COUNTY Exhibit B-2
Fiscal Year Ended September 30, 2013
Variance with
Original Final Final Budget
Budgeted Budgeted Positive
Amounts Amounts Actual (Negative)
LEGISLATIVE
Board of Ci issioner: $ 705,103 918,343 922,513 (4,170)
MANAGEMENT AND PLANNING
Board C i 247,778 244,208 241,514 2,694
Boundary C ion 200
County Clerk 2,749,011 2,435,402 2,345,564 89,838
County Treasurer. 1,489,518 1,442,774 1,463,753 (20,979)
Drain Cc issil 1,246,486 1,210,390 1,213,167 (2,777)
Elections Clerk. 672,516 740,468 724,161 16,307
Equalization 1,069,270 913,157 917,622 (4,465)
GIS. e 187,473 174,192 170,580 3,612
Register of Deed 564,609 635,418 616,674 18,744
TOTALS 8,226,861 7,796,009 7,693,035 102,974
ADMINISTRATION OF JUSTICE
Adult Probation. 339,656 330,006 329,855 151
Circuit Court 10,625,168 9,924,755 9,987,394 (62,639)
District Court. 6,188,268 5,385,439 5,473,378 (87,939)
Jury Board 278,581 259,093 258,148 945
Probate Court. 2,137,938 2,046,618 2,057,863 (11,245)
Prosecutor. 4,437,370 4,436,214 4,455,811 (19,597)
Court Service: 200,384 185,620 185,537 83
TOTALS 24,207,365 22,567,745 22,747,986 (180,241)
LAW ENFORCE/ COMMUNITY PROTECTION
Office of Emergency Preparedness.. 166,373 154,685 154,330 355
Sheriff Administration................ 2,882,042 2,892,873 2,915,776 (22,903)
Sheriff Marine Division.... 45,675 24,228 25,086 (858)
Detective Division, 524,011 879,553 886,730 (7,177)
Sheriff Security. 17,763,165 16,885,505 16,627,752 257,753
TOTALS 21,381,266 20,836,844 20,609,674 227,170
HUMAN SERVICES
Veterans Burial 46,276 15,716 15,716
Veterans Information Center. 129,157 36,735 36,649 86
175,433 52,451 52,365 86

NOTE - The budgetary basis is the same as the basis required by generally accepted accounting principles.
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OTHER
Other.
Contribution to Component Unit - Mental Health Servic

TOTALS

CAPITAL OUTLAY
Circuit Court..
County Sheriff.
District Court.
Prosecutors. ...
Al other:

TOTALS
TOTAL EXPENDITURES
APPROPRIATIONS

Special Revenue:
ini ion of Justice Fund

Child Care.

Community Enrichment and Development Funds.......
County Health.
Law Enforcement Funds......
Mental Health

Parks and Recreation
Planning Commission..................
Social Service:

TOTALS

Debt Service and Capital Projects:
Debt Service Fund:

Internal Service:
ini ive Service:

Vehicles and Equipmen

Building and Grounds.

TOTAL APPROPRIATIONS

TOTAL EXPENDITURES AND APPROPRIATIONS

NOTE - The County implemented GASB No. 54 in the current year, refer to Note B. As a result, the Animal Shelter and Medical Examiner Funds

Fiscal Year Ended September 30, 2013

Variance with

Original Final Final Budget
Budgeted Budgeted Positive
Amounts Amounts Actual (Negative)

$ (1,251,782) $ 2,279,488 $ 2,696,188 $ (416,700)

2,775,000 2,775,000 2,775,000

1,523,218 5,054,488 5,471,188 (416,700)

200,609 200,605 4
9,450 6,172 3,278
22,600 22,600
28,800 27,903 897
1,225 (1,225
261,459 235,905 25,654
56,219,246 57,487,339 57,732,666 (245,327)
3,435,597 3,465,203 3,476,676 (11,473)
9,627,151 9,550,470 9,550,470
104,966 36,385 22,710 13,675
2,680,597 2,658,158 2,658,158
98,375 103,850 103,847 3
925,000 865,000 925,000 (60,000)
61,011 61,011 61,011
408,572 393,572 393,672
15,500 15,500 15,500
17,356,769 17,149,149 17,206,944 (57,795)
2,650,782 2,689,337 2,751,216 (61,879)
2,650,782 2,689,337 2,751,216 (61,879)
85,513 67,133 18,380
5,410 4,489 921
102,778 70,442 32,336
193,701 142,064 51,637
20,007,551 20,032,187 20,100,224 68,037
$ 76.226.797 $ 77.519.526 $ 77,832,890 $ (313.364

merged with the General Fund for reporting purposes but are budgeted as separate funds.

79



9-4

SCHEDULE OF REVENUES AND OTHER SOURCES--BUDGET AND ACTUAL--
MAJOR SPECIAL REVENUE FUNDS

REQUIRED SUPPLEMENTARY INFORMATION

GENESEE COUNTY

GENESEE HEALTH SERVICES 12/31/12
General Fund appropriati

Federal grant:

State grant

Charges for service:

Other.

COUNTY HEALTH
General Fund approp

TOTALS

Licenses and permits

Federal grant:

State grant

Charges for service:

Other.

COMMUNITY ACTION RESOURCE DEPARTMENT
Federal grant:

TOTALS

State grant

Other.

Transfers in

COMMUNITY DEVELOPMENT
Federal grant:

TOTALS

Other.

TOTALS

Exhibit B-3

Fiscal Year Ended 30, 2013
Variance with
Original Final Final Budget
Budgeted Budgeted Positive
Amounts Amounts Actual (Negative)
$ 3,700,000 $ 3,700,000 $ 925,000 $ (2,775,000)
6,214,695 6,253,628 1,231,478 (5,022,150)
21,277,601 21,277,601 4,477,801 (16,799,800)
119,886,149 120,891,957 27,841,645 (93,050,312)
1,382,000 1,364,000 785,018 (578,982
S 152.460.445 $ 153,487,186 $ 35,260,942 $__(118.226.244
$ 3,147,478 $ 3,125,039 $ 3,079,023 $ (46,016)
992,630 992,630 1,031,768 39,138
1,009,430 5,304,849 5,262,724 (42,125)
8,477,053 4,265,613 2,770,726 (1,494,887)
160,313 217,313 355,765 138,452
945,111 1,359,838 2,345,317 985,479
$ 14,732,015 $ 15,265,282 $ 14,845,323 $ (419.959)
$ 24,477,400 $ 24,477,400 $ 22,841,798 (1,635,602)
654,697 654,697 1,403,379 748,682
3,131,758 3,131,758 4,039,962 908,204
640,742 640,742
$ 28.263.855 $ 28,263,855 $ 28,925,881 $ 662.026
$ 3,366,735 $ 3,366,735 $ 3,366,735
109,446 109,446 109,446
$ 3.476.181 $ 3,476,181 $ 3,476,181 $

NOTE - The budgetary basis is the same as the basis required by generally accepted accounting principles.
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SCHEDULE OF EXPENDITURES AND OTHER USES--BUDGET AND ACTUAL--

MAJOR SPECIAL REVENUE FUNDS

REQUIRED SUPPLEMENTARY INFORMATION

GENESEE COUNTY

GENESEE HEALTH SERVICES 12/31/12
Board i i

Managed care
i service:

Adult service:

Clinical service:

State hospitall
o

Inpatient service:

abuse service:

benefit

Capital outlay.

COUNTY HEALTH
Personnel services

TOTALS

Fringe benefit

Supplies and service:

Capital outlay.

COMMUNITY ACTION RESOURCE DEPARTMENT
service:

TOTALS

Fringe benefit

Supplies and service:

Capital outlay

Transfers out.

COMMUNITY DEVELOPMENT
Supplies and service:

TOTALS

Program grant

TOTALS

Exhibit B-4

Fiscal Year Ended 30, 2013
Variance with
Original Final Final Budget
Budgeted Budgeted Positive
Amounts Amounts Actual (Negative)
$ 11,165,232 $ 11,616,649 $ 2,891,772 $ 8,724,877
23,299,672 22,142,242 2,088,620 20,053,622
30,398,585 30,398,585 7,442,990 22,955,595
29,025,515 29,240,791 7,337,280 21,903,511
7,436,792 7,479,885 1,315,059 6,164,826
8,079,896 8,079,896 1,883,559 6,196,337
25,040,498 25,407,114 5,341,139 20,065,975
9,160,857 9,160,857 3,493,016 5,667,841
9,872,388 10,043,218 2,380,671 7,662,547
1,073,561 1,073,651
81,028 81,028
$ 153,479,435 $ 154,723,826 $ 35,328,785 $ 119,395,131
$ 5,877,507 $ 5,857,075 $ 5,308,506 $ 548,569
4,105,071 4,081,949 3,375,957 705,992
4,858,859 5,478,409 4,881,923 596,486
14,322 15,322 15,322
$ 14,855,759 $ 15,432,755 $ 13.566.386 $ 1,866,369
$ 12,168,622 $ 12,168,622 $ 6,819,016 $ 5,349,606
6,394,700 6,394,700 3,971,261 2,423,439
10,314,488 10,314,488 18,067,079 (7,752,591)
55,437 55,437 250,810 (195,373)
361,911 361,911
$ 28,933,247 $ 28.933.247 $ 29.470.077 $ 536,830
$ 891,494 $ 891,494 $ 891,494 $
3,470,886 3,470,886 3,470,886
$ 4,362,380 $ 4,362,380 $ 4,362,380 $

NOTE - The budgetary basis is the same as the basis required by generally accepted accounting principles.
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PENSION AND OPEB SYSTEM SCHEDULE OF FUNDING PROGRESS
REQUIRED SUPPLEMENTARY INFORMATION

GENESEE COUNTY Exhibit B-5
The schedule of funding progress for the Pension System as of December 31" is as follows:
UAALasa
Actuarial Actuarial Percentage of
Actuarial Value of Accrued Unfunded Funded Ratio Covered Covered
Valuation Date Assets Liability (AAL) AL (UAAL) (Percent) Payroll Payroll
2007 §461,349321  § 514859339  $ 53,510,018 896%  § 68,341,150 78.3%
2008 § 439,812,757  § 527639697  $ 87,826,940 834% 67720817 129.69%
2009 $ 424482866  § 543,307,372 $ 118,824,506 781%  $ 65511481 181.38%
2010 401700454  § 564,033,044  $ 162,332,590 712%  § 57,794,546 280.88%
2011 § 365262318  § 549920631  $ 184,667,313 66.4%  § 52,236,539 353.52%
2012 $387,079375  $ 550,390,939  $ 171,411,564 694%  § 49,736,813 344.64%
The schedule of employer contributions for the Pension System as of December 31" s as follows:
Annual Required Percentage
Fiscal Year Ended Actuarial Valuation Date c
2007 2005 $12,996,937 100%
2008 2006 $11,949,881 100%
2009 2007 $12,096,241 100%
2010 2008 $12,727,882 100%
2011 2009 $11,942,380 100%
2012 2010 $14,354,446 100%

The information presented above was determined as part of the actuarial valuations at the dates indicated. Additional information as

of December 31, 2012, the latest actuarial valuation, follows:

Amortization method Level percent-of-payroll, Open
Amortization period 25 years
Asset valuation method 4-year smoothed market

Actuarial assumptions:

Investment rate of return 8.00%
Projected salary increases 3.00%t0 7.03%
Includes inflation at 3%
Cost of iving adjustments None

The schedule of funding progress for the OPEB System as of September 3¢" is as follows:

UAALasa
Actuarial Actuarial Percentage of

Actuarial Value of Accrued Unfunded Funded Ratio Covered Covered

Valuation Date Assets Liability (AAL) AL (UAAL) (Percent) Payroll Payroll
2007 § 30427079  $ 179,150,908  $ 148,723,829 17.0%  $ 58,387,145 255%
2010 § 41579396  § 286696396  $ 245,117,000 15.0%  $ 58,028,000 42241%
2012 § 43313587  $ 308208023  $ 264,894,436 90%  $ 36,987,137 716.18%

The schedule of employer contributions for the OPEB System as of September 3" is as follows:
Annual Required Percentage
Fiscal Year Ended Actuarial Valuation Date ibuti i

2011 2010 $18,708,000 52%
2012 2012 $18,549,049 65%
2013 2012 $18,549,049 51%

The information presented above was determined as part of the actuarial valuations at the dates indicated. Additional information as

of September 30, 2012, the latest actuarial valuation, follows:
Amortization method Level percent-of-payroll
Amortization period 30 years

Actuarial assumptions:

Investment rate of return 8.00%
Projected salary increases 3%
Medical inflation rate 8%, Graded down to 5% in 0.5% increments over 7 years

Cost of iving adjustments None 82
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APPENDIX C

CITY OF FLINT

GENERAL FINANCIAL INFORMATION

UPDATE ON CITY OF FLINT FINANCIAL POSITION

On December 1, 2011, five months into fiscal year 2012, Michigan's Governor placed the City of Flint (the “City”)
under the operation of an emergency manager (the "Emergency Manager") pursuant to former Act 72, Public Acts of
Michigan, 1990, as amended ("Act 72"). This decision was based on the recommendation of a state appointed review team,
whose recommendation was made in part because of a consistent deficit in the General Fund, the decline in pooled cash,
unrealistic budgeting, and unfunded liabilities for postemployment benefits.

In 2012, the Legislature enacted Act 436, Public Acts of Michigan, 2012 ("Act 436"), which repealed Act 72 and
provides that an emergency manager appointed under Act 72, or any other former Act authorizing the state appointment of
emergency managers, and serving immediately prior to the effective date of Act 436 shall continue to fulfill his or her powers
and duties under Act 436. Despite changes in the laws providing for the appointment of an emergency manager since
December 2011, and the appointment of three different emergency managers since then, the City remains under the control
of a state appointed manager.

Emergency managers exercise direct control over the City's financial and operational matters and are authorized to
"act for and in the place and stead of the governing body and the office of chief administrative officer" of the City of Flint.
This status is expected to continue for at least the next twelve months, or until the Governor, acting on the recommendation
of the Emergency Manager, determines that the financial emergency is over. In that event, governance and management of
the City would be returned to the locally elected officials. However, governance and management of the City by the locally
elected officials will be overseen by a Transition Advisory Board, who will be charged with assuring that the plans and
operations put into place by the Emergency Manager to restore financial solvency - including a two year budget - are
followed. An emergency manager who has served for at least 18 months under Act 436 may also be removed by a two-thirds
vote of the City Council and approval of the Mayor. A local government whose emergency manager is removed by City
Council action and which remains in a state of financial emergency will be placed in a mediation process with creditors and
other interested parties pursuant to Act 436.

Fiscal year 2012 financial statements showed a General Fund deficit of $19.2 million, and the goal of the Emergency
Manager has been to formulate plans and implement actions that eliminate the deficit and restructure the City's cost base to
allow for future financial solvency.

Preparation of the fiscal year 2013 budget began with an initial projected gap of more than $25 million and
acknowledgment of a $19.2 million General Fund deficit. The FY 13 budget was ultimately balanced through a mixture of
significant revenue increases, significant expenditure decreases, and steps taken to reduce legacy costs. Revenue increase
included a 25 percent increase in water and sewer rates, passage of a 6 mill property tax increase for police and fire,
establishment of a special assessment district for street lighting, and implementation of a fee sufficient to cover the cost of
waste collection. Expenditure reductions included elimination of 20 percent of the City's workforce, compensation decreases
equivalent to a 20 percent wage reduction for remaining employees, and the restructuring of health and retirement benefits
for current employees and retirees necessary to develop a credibly balanced spending plan.

The goal of the Emergency Manager was more than achieved, as the financial statements as of June 30, 2013 show
that revenues exceeded expenses in the General Fund by $6.3 million. This resulted in the City's accumulated $19.2 million
deficit as of June 30, 2012 being reduced to less than $12.9 million as of June 30, 2013.

In addition, the actions taken to restructure healthcare benefits for current employees and retirees had a significant
impact on reducing both current costs and long-term liabilities. The 20 percent reduction in the workforce required significant
reorganizational activities focused on reducing current costs. Long term liabilities were reduced by eliminating traditional
defined benefit pension programs for new employees in favor of hybrid plans; by moving the City's retirement system into
a state wide retirement system; by restructuring health insurance benefits for current employees and placing retirees into those
same plans; and by eliminating the promise of retiree health care for new employees in favor of providing retiree medical
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savings accounts. Much of the positive financial result in FY13 came from these actions. The restructuring, which was
implemented during the course of FY'12, reduced the City's OPEB liabilities alone from nearly $900 million to less than $325
million.

The City's cash flow also improved significantly. Cash flow in December 2011 was projected at approximately $13
million in comparison to current cash on hand on as of June 30, 2013 in excess of $43 million.

The FY 14 budget was designed and implemented with the same goals in mind - operating within the constraints of
available revenues; restructuring operations and cost factors to enhance future financial stability and continuing to reduce
the remaining $12.9 million deficit. The FY 14 budget was constructed with the specific intent of further reducing the deficit
by a minimum of $1 million, by budgeting expenses at $1 million less than projected revenues. As of January 31,2014, seven
months into the FY'14 year, revenues and expenses are on target.

Efforts are ongoing to reduce the deficit by more than $1 million in the current year and to finalize a plan to
eliminate the remaining deficit within the next five years. A draft deficit elimination plan to accomplish this is currently under
review by the Michigan Department of Treasury.

The efforts of the City to regain financial solvency have been aided by support from the State of Michigan. State
police troopers have been placed in the City to support local law enforcement efforts, and funds have been allocated to
enhance prosecution activities and to operate the City's lock up. The Governor's recently released proposed budget continues
this support.

The work of the emergency managers has not been without conflict. A significant legal challenge has been made
to the decision to move retirees from their historical health insurance plans into the same plans offered current employees.
This action resulted in an initial cost reduction of $3.5 million to the City and imposed deductibles and co-pays on retirees.
This challenge is currently pending in federal court. If the challenge is ultimately upheld, it will pose a significant challenge
to the City in its efforts to regain and maintain financial solvency. See “Litigation” in the Official Statement.

The future financial solvency of the City may also be challenged by a continuing structural deficit. An independent
assessment by independent financial consultants in draft form, concluded that the City faced significant legacy and other
structural challenges. As part of the planning for future financial solvency, five year projections and a strategic plan were
developed. This exercise indicated a significant financial challenge forthcoming in FY 15, due primarily to the possible ending
of a major grant supporting fire fighting resources. Years after FY 16 continue to show a continuing gap between revenues
and projections. Should those projections come to pass, there will be a significant challenge. However, should the major grant
be continued in 2015, should the impact of the structural changes made continue to have impact, and should the economy
improve more than projected (in terms of property values, income tax, and state shared revenues), the gap will be more
manageable.

The most important challenge to be addressed will be instituting structural changes in the organization of the City
to foster financial solvency as a core value and to assure that future governance and management of the City is conducted
in a financially responsible manner. To this end, the current Emergency Manager has created a Governance Task Force,
charged with developing recommended changes to current ordinances, procedures, and the Charter. The recommendations
of the Task Force are anticipated within six months.

Ifthe City’s financial status were to deteriorate further, the City’s options to improve its fiscal health may be limited.
The United States Bankruptcy Code, 11 U.S.C. Section 101, et. seq. (the "Bankruptcy Code") does not authorize
municipalities to be subject to involuntary bankruptcy. The City must be specifically authorized to be a debtor under chapter
9 of the Bankruptcy Code by state law or by a governmental officer or organization empowered by state law to authorize the
City to be a debtor under chapter 9 of the Bankruptcy Code.

Act 436 provides such authorization after the City first complies with certain requirements set forth therein, and only
with the approval of the Emergency Manager (if one is currently serving) and the Governor. Specifically, Act 436 provides
that if, "in the judgment of the emergency manager, no reasonable alternative to rectifying the financial emergency of the
local government which is in receivership exists, then the emergency manager may recommend to the governor and the state
treasurer that the local government be authorized to proceed under chapter 9. If the governor approves of the
recommendation, the governor shall inform the state treasurer and the emergency manager in writing of the decision.... The
governor may place contingencies on a local government in order to proceed under chapter 9. Upon receipt of the written
approval, the emergency manager is authorized to proceed under chapter 9."
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AREA
The City covers an area of approximately 32.8 square miles.
POPULATION

The population for the City of Flint is as follows:

2010 U.S. Census 102,434

2000 U.S. Census 124,943

1990 U.S. Census 140,761
PROPERTY VALUATIONS

Article IX, Section 3, of the Michigan Constitution, limits the proportion of true cash value at which property can
be assessed to a percentage not to exceed 50% of true cash value. The Michigan Legislature by statute has provided that
property shall be assessed at 50% of its true cash value, except as described in the paragraphs below. The Michigan
Legislature or the electorate may at some future time reduce the percentage below 50% of true cash value.

On March 15, 1994, the electors of the State approved an amendment to the Michigan Constitution permitting the
Legislature to authorize ad valorem taxes on a non-uniform basis. The legislation implementing this constitution amendment
added a new measure of property value known as “taxable value.” Since 1995, taxable property has had two valuations --
State equalized valuation (“SEV”) and taxable value. Property taxes are levied on taxable value. Generally, the taxable value
of property is the lesser of (a) the taxable value of property in the immediately preceding year, adjusted for losses, multiplied
by the lesser of the inflation rate or 1.05, plus additions, or (b) the property’s current SEV. Under certain circumstances,
therefore, the taxable value of property may be different from the same property’s SEV. When property is sold or transferred,
taxable value is adjusted to the SEV, which under existing law is 50% of the current true cash value. The taxable value and
SEV of new construction is equal to current SEV. The taxable value and SEV of existing property are also adjusted annually
for additions and losses.

Responsibility for assessing taxable property rests with the local assessing officer of each township and city. Any
property owner may appeal the assessment to the local assessor, the local Board of Review and ultimately to the Michigan
Tax Tribunal.

In addition to limiting the annual increase in taxable value, the Michigan Constitution mandates a system of
equalization for assessments. Although the assessors for each local unit of government within a county are responsible for
actually assessing at 50% of true cash value, adjusted for taxable value purposes, the final SEV and taxable value are arrived
at through several steps. Assessments are established initially by the municipal assessor. Municipal assessments are then
equalized to the 50% levels as determined by the Genesee County Department of Equalization. Thereafter, the State equalizes
the various counties in relation to each other. SEV is important, aside from its use in determining taxable value for the
purpose of levying ad valorem property taxes, because of its role in the spreading of taxes between overlapping jurisdictions,
the distribution of various State aid programs, State revenue sharing and in the calculation of debt limits.

Property that is exempt from property taxes (e.g., churches, governmental property, public schools) is not included
in the SEV or taxable value data in this Official Statement. Property granted tax abatements under Act 198, Public Acts of
Michigan, 1974, as amended, is recorded on a separate tax roll which is subject to tax abatement. The valuation of tax abated
property is based upon SEV but is not included in either the SEV or taxable value data in this Official Statement except as
noted.
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Historical Valuation

State Equalized Taxable
Year Valuation Value
2013 $795,172,400 $776,654,903
2012 969,129,800 917,513,440
2011 1,191,515,300 1,112,393,943
2010 1,393,042,600 1,274,306,976
2009 1,648,408,800 1,452,387,463
2013 Taxable Value $776,654,903
Plus: 2013 IFT 33,149,000
Total Estimated Equivalent Value $809,803,903
Less: 2013 DDA Captured Value (579,595)

Net Estimated 2013 Valuation $808,065,118

Source: City of Flint
Per Capita Valuation

2013 Per Capita Taxable Value $7,582.00
2013 Per Capita State Equalized Valuation $7,762.78
2013 Per Capita Estimated True Cash Value $15,525.56

Tax Abatements

Under the provisions of Act 198 of the Public Acts of Michigan, 1974 (“Act 198"), plant rehabilitation districts
and/or industrial development districts may be established. Businesses in these districts are offered certain property tax
incentives to encourage restoration or replacement of obsolete facilities and to attract new facilities to the area. An industrial
facilities tax (“IFT”) is paid, at a lesser effective rate and in lieu of ad valorem property taxes, on such facilities for a period
of up to 12 years. Qualifying facilities are issued abatement certificates for specific periods.

After expiration of the abatement certificate, the then-current SEV of the facility is returned to the ad valorem tax
roll. The owner of such facility may obtain a new certificate, provided it has complied with the provisions of Act 198.

The 2013 Taxable Value for the properties which have been granted IFT abatements within the School District’s
boundaries is $33,149,000 which is subsequently taxed at half rate. For further information see "PROPERTY
VALUATIONS - Historical Valuations" herein.

Tax Increment Authorities

Act 450 of the Public Acts of Michigan, 1980 (the “TIFA Act”), Act 197 of the Public Acts of Michigan, 1975 (the
“DDA Act”), Act 281 of the Public Acts of Michigan, 1986 (the “LDFA Act”) and Act 381, of the Public Acts of Michigan,
1996 (the “Brownfield Act”) (together the “TIF Acts”) authorize the designation of specific districts known as Tax Increment
Finance Authority (“TIFA”) Districts, Downtown Development Authority (“DDA”) Districts, Local Development Finance
Authority (“LDFA”) Districts or Brownfield Redevelopment Authority (“BRDA”) Districts, authorized to formulate tax
increment financing plans for public improvements, economic development, neighborhood revitalization, historic preservation
and environmental cleanup with the district.

Tax increment financing permits the TIFA, DDA, LDFA, or BRDA to capture tax revenues attributable to increases
in value (“TIF Captured Value”) of real and personal property located within an approved development area while any tax
increment financing plans by an established district are in place. These captured revenues are used by the District and are
not passed on to the local taxing jurisdictions.

The City of Flint has one DDA district that captures operating millage. The 2013 captured taxable value is $579,595.
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Tax Base Composition

A breakdown of the City's 2013 Taxable Value by class and use is as follows:

Taxable Percent of
By Class Value Total
Real Property $622,052,503 80.09%
Personal Property 154.602.400 19.91
TOTAL $776,654,903 100.00%
By Use
Commercial $181,351,218 23.35%
Industrial 77,833,577 10.02
Residential 362,867,708 46.72
Personal Commercial 54,273,600 6.99
Personal Industrial 52,558,400 6.77
Personal Utility 47,770,400 6.15
TOTAL $776,654,903 100.00%

Source: City of Flint
Property Tax Reform Proposals

On December 20, 2012, Governor Snyder signed into law a package of bills reforming personal property tax in
Michigan. The legislation exempts commercial and industrial personal property of each owner with a combined taxable value
in a local taxing unit of less than $40,000 from ad valorem taxes beginning in 2014. All eligible manufacturing personal
property purchased or put into service beginning in 2013 and used more than 50% of the time in industrial processing or direct
integrated support becomes exempt beginning in 2016. The legislation extends certain personal property tax exemptions and
tax abatements for technology parks, industrial facilities and enterprise zones that were to expire after 2012, until the newly
enacted personal property tax exemptions take effect. The legislation authorizes local units to specially assess commercial
and industrial real property to replace revenue lost due to the personal property tax exemptions for police, fire, ambulance
and jail operations. The legislation also includes a formula to reimburse certain local governments for a portion of lost
personal property tax revenue from use tax moneys to the extent the local unit has a reduction in taxable value of more than
2.3% as a result of the personal property tax exemption. For such reimbursement provisions to become effective, however
voters would need to approve a change in the state distribution of use tax in the August 2014 primary election. If voters
approve the redistribution, a portion of the use tax would be directed to a newly created statewide Metropolitan Areas
Metropolitan Authority which would redistribute that revenue to qualifying local units. If voters fail to approve the use tax
redistribution, the above personal property tax reform acts will be repealed and the local reimbursement act and the special
assessment act will not go into effect. The final impact of this legislation cannot be determined at this time.

The ultimate nature, extent and impact of any other future amendments to Michigan's property tax laws on the City’s
finances cannot be predicted. Purchasers of the Bonds should consult with their legal counsel and financial advisors as to
the consequences of any such legislation on the market price or marketability of the Bonds, the security therefor and the
operations of the City.
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MAJOR TAXPAYERS

The ten largest taxpayers in the City of Flint and their 2013 Taxable Value totals and Industrial Facilities Tax
Valuation totals are as follows:

Taxable IFT Total

Taxpayer Product/Service Value + Valuation = Valuation
Consumers* Utility $51,454,247 $0 $51,454,247
General Motors Automotive 47,820,558 9,386,600 57,207,158
Delphi Automotive 12,067,500 0 12,067,500
Barrette Outdoor living 10,102,700 0 10,102,700
4405 Continental Distribution center 6,418,860 0 6,418,860
IINN Office space 5,251,400 0 5,251,400
Comcast Cable operator 5,106,000 0 5,106,000
Saginaw & Court Office/Finance 4,160,735 0 4,160,735
Citizens Bank Finance 3,363,904 0 3,363,904
PPG Manufacturing 3.201.900 0 3.201,900
TOTAL $148,947.804 $9.386.600 $158.334,404

* Consumers Energy is contesting the multipliers used for assessing their personal property taxes with the State Tax Tribunal. The City has determined
that the outcome will have little effect on City revenue. See “PERSONAL PROPERTY TAX ASSESSMENTS AND APPEALS” below.

The 2013 Taxable Valuations of the above taxpayers excluding IFT valuation represent 19.18% of the City's 2013
Taxable Valuation of $776,654,903. The Total Valuations including IFT valuation represent 6.20% of the 2013 Total Taxable
Valuation of $809,803,903.

Source: City of Flint
PERSONAL PROPERTY TAX ASSESSMENTS AND APPEALS

Since the 1960's, Michigan personal property tax assessments have been based on the use of one or more of several
different multiplier tables formulated by the State Tax Commission against taxpayer reported original cost, depending on the
assessor's view of the average life of the personal property. The Michigan State Tax Commission has approved revisions to
the State's personal property tax tables which are effective for the year 2000 and which may reduce overall personal property
tax revenues in some jurisdictions. The State Tax Tribunal has informally indicated that it may allow the new multipliers to
be applied retroactively in pending personal property tax appeals. In anticipation of the new multipliers, many personal
property taxpayers filed appeals of their existing tax assessments. In an unpublished, non-precedential opinion, the Michigan
Court of Appeals, in Valassis Communications v. City of Livonia, recently affirmed a decision of the Michigan Tax Tribunal
that the personal property multipliers, which became effective in 2000, could be used to determine the true cash value of the
subject property for the 1999 tax year. In its unpublished opinion, the Michigan Court of Appeals held that the controlling
factor is whether the method used most accurately reflects the property's true cash value. The Court of Appeals determined
that based on the facts of the case, the old multipliers (in effect for the 1999 tax year) did not accurately reflect the property's
true cash value and that the 2000 multipliers more accurately reflected the property's true cash value.

CONSTITUTIONAL ROLLBACK AND ASSESSMENT CAPS

Article IX, Section 31 of the Michigan Constitution requires that if the total value of existing taxable property (State
Equalized Valuation) in a local taxing unit, exclusive of new construction and improvements, increases faster than the U.S.
Consumer Price Index from one year to the next, the maximum authorized tax rate for that local taxing unit must be reduced
through a Millage Reduction Fraction unless new millage is authorized by a vote of the electorate of the local taxing unit.

TAX RATES (Per $1,000 of Valuation)

Under Michigan statutes, the property tax base used for levies authorized for the City is the same as that used for
school district, county, township, special authority, and city levies. Each school district, county, township, special authority
and city has a geographical definition which constitutes a tax district. Since local school districts and the county overlap either
a township or a city, and intermediate school districts overlap local school districts and county boundaries, the result is many
different tax rate districts.
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City of Flint 2013 2012 2011 2010%* 2009

Operating 7.5000 7.5000 7.5000 7.5000 7.5000
Neighborhood Police 2.0000 2.0000 2.0000 2.0000 2.0000
Paramedic Service 0.5000 0.5000 0.5000 0.5000 0.5000
Refuse*** 0.0000 3.0000 3.0000 3.0000 3.0000
Public Improvements 2.5000 2.5000 2.5000 2.5000 2.5000
Parks & Recreation 0.5000 0.5000 0.5000 0.5000 0.5000
Police and Fire 6.0000 0.0000 0.0000 0.0000 0.0000
City of Flint Total Millage 19.0000* 16.0000 16.0000 16.0000 16.0000

Note: The City’s property tax rates may be increased only by a majority vote of the City’s electors voting in a City election.

* Under Charter & Applicable State Law - Under the Michigan Home Rule Cities Act, a Home Rule City is allowed to extend the operating millage not to
exceed two percent (2% or 20 mills) of assessed value of all real and personal property in the City.

** An additional 6.7100 mills was placed on the 2010-11 winter roll as a one-time Court -Ordered Levy to pay the Genesee Towers judgment.

*** The Direct City Taxes increased by 6.0 mills with the addition of the Public Safety Millage and decreased by 3.000 mills with the elimination of the Waste
Collection Millage.

Source: City Audit Dept. / City Assessor
TAX RATE LIMITATION

The City is authorized to levy the following tax rates:

Millage Maximum Allowable Expiration
Authorized Millage after Rollback Date of Levy

Operating 7.5000 7.5000 Indefinite
Police 2.0000 2.0000 06/30/2017

Public Improvements 2.5000 2.5000 Indefinite
Paramedic Service 0.5000 0.5000 06/30/2016
Parks & Recreation 0.5000 0.5000 12/31/2016
Police & Fire 6.0000 6.0000 07/02/2016

TAX LEVIES AND COLLECTIONS

The City's fiscal year begins July 1 and ends June 30. City property taxes are due in three equal installments on July
1, October 1 and February 1. The installments bear a penalty and begin to accrue interest if not paid by August 1, November
1 and March 1 respectively. All real property taxes remaining unpaid on March 1st of the year following the levy are turned
over to the County Treasurer for collection. Genesee County annually pays from its Tax Revolving Fund delinquent taxes
on real property to all taxing units in the County, including the City's, shortly after the date delinquent taxes are returned to
the County Treasurer for collection. The payments from this fund have resulted in collections of taxes approaching 100% for
all taxing units.

A history of tax levies and collections for the City for the last five completed years is as follows:

Year Total Collections to Collections to
Ending Tax Levy March 1, of Following Year June 30, of Following Year
2013 $28,192,664 $19,113,565 67.80%* $24,134,164 85.60%
2012 18,022,915 14,245,037 79.04 15,866,017 88.03
2011 21,029,361 16,565,947 78.78 19,431,043 92.40
2010 22,864,857 18,580,520 81.26 21,950,721 96.00
2009 25,297,684 20,838,394 82.37 24,075,213 95.17

*partial year as of March 1.
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The Tax Revolving Fund is financed through the issuance of Delinquent Tax Anticipation Notes (DTANSs). Although
the County anticipates the continuance of this program, the ability to issue such DTANs is subject to Michigan Department
of Treasury approval and market conditions at the time of offering. In addition, Act 206 of 1893, as amended, provides in part
that: "The primary obligation to pay to the County the amount of taxes and interest thereon shall rest with the local taxing
units, and if the delinquent taxes which are due and payable to the County are not received by the County for any reason, the
County has full right of recourse against the taxing unit to recover the amount thereof and interest thereon..." On the first
Tuesday in May in each year, a tax sale is held by the County at which lands delinquent for taxes assessed in the third year,
preceding the sale, or in a prior year are sold for the total of the unpaid taxes of those years.

The General Property Tax Act was amended by Act 123, Public Acts of Michigan of 1999 (“Act 123") which made
extensive revision to the procedures for collection of delinquent real property taxes. In general, for real property taxes levied
after December 31, 1998, all County Treasurers hold a tax lien sale on the second Monday in May (26 months after taxes were
returned as delinquent). Act 123 has the effect of shortening the process for collection of delinquent real property taxes from
approximately six years (including statutory redemption periods) to approximately two years from the date taxes are returned
to the County Treasurer as delinquent.

FEES AND CHARGES

In fiscal year 2013, the City of Flint implemented a special assessment for street lighting and an annual fee for garbage
collection. The street light assessment is projected to generate $2.85 million and is expected to continue into the future. The
$2.85 million pays for the cost of the City’s street lighting program and frees up revenue for use for public safety expenses
of the City. The City also eliminated its 3 mill rubbish collection millage and replaced the property tax with an annual fee of
$143. This fee based system is designed to cover the costs of rubbish collection whereas the 3 mill property tax required
unplanned transfers from the general fund by as much as $1.5 million a year. This new fee, coupled with the outsourcing of
the City’s rubbish collection, is projected to eliminate the general fund subsidy of rubbish collection.

REVENUES FROM THE STATE OF MICHIGAN

The City receives revenue sharing payments from the State of Michigan under the State Constitution and the State
Revenue Sharing Act of 1971, as amended. The revenue sharing payments are composed of two components - a constitutional
distribution and a statutory distribution. The constitutional distribution is mandated by the State Constitution and distributed
on a per capita basis to townships, cities and villages. The amount of the constitutionally mandated revenue sharing
component distributed to the City can vary depending on the population of the City and the receipt of sales tax revenues by
the State.

The statutory distribution is authorized by legislative action and distribution is subject to annual State appropriation
by the State Legislature. Statutory distributions may be reduced or delayed by Executive Order during any State fiscal year
in which the Governor, with the approval of the State Legislature's appropriations committees, determines that actual revenues
will be less than the revenue estimates on which appropriations were based.

On June 13, 2013, Governor Snyder signed into law the budget for fiscal year 2014. Similar to fiscal year 2013, the
budget replaces the statutory distribution for cities, villages and townships with an incentive-based revenue sharing program
known as the Economic Vitality Incentive Program ("EVIP"), that will be distributed to municipalities that comply with "best
practices" such as increasing transparency and consolidating services. The fiscal year 2014 budget does not alter the
constitutional component, and includes an increased constitutional revenue sharing distribution to cities, villages and townships
of approximately $737,000,000 from the fiscal year 2013 distribution of $722,000,000. Under the EVIP program, an eligible
municipality such as the City can receive (i) one-third of the money it is eligible for if it meets requirements for accountability
and transparency, including making a citizen's guide to its finances, a performance dashboard and a debt service report
available for public viewing; (ii) another third if it develops plans to increase its existing level of cooperation, collaboration
and consolidation, both internally and with neighboring jurisdictions; and (iii) a final third if it develops and certifies an
unfunded accrued liability plan. The unfunded accrued liability plan, which replaced the requirement in fiscal year 2013 to
modify employee compensation plans, must be certified by June 1, 2014 for the City to receive all of the money that it is
eligible for from the final component described in clause (iii) above. Any portion of the EVIP that the City would be eligible
to receive would be subject to certain benchmarks that the City would need to meet, and there can be no assurance of what
amount, if any, the City would receive under the proposed EVIP program. The City received EVIP payments totaling
$6,182,769 for fiscal year 2013, and is anticipating it will receive $6,182,769 for fiscal year 2014 payments.
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Purchasers of the Bonds should be alerted to further modifications to revenue sharing payments to Michigan local
governmental units, to potential consequent impact on the City's general fund condition, and to the potential impact upon the
market price or marketability of the Bonds resulting from changes in revenues received by the City from the State.

The following table sets forth the annual revenue sharing payments and other moneys received by the City for the
fiscal years ended June 30, 2010 through June 30, 2013, and the estimated revenue sharing payments to be received in the
fiscal year ending June 30, 2014.

Constitutional
Fiscal Year Revenue Sharing Statutory Revenue
Ended June 30 Payments Sharing/EVIP Payments Total
2014 (estimate) $7,640,908 $6,480,642 $14,121,550
2013 7,484,413 6,182,769 13,667,182
2012 7,332,602 5,770,584 13,103,186
2011 6,888,992 9,535,096 16,424,088
2010 7,917,588 8,506,500 16,424,088

Source: Web site http://treasury.state.mi.us

CITY INCOME TAX

On January 1, 1965, a local income tax at a rate of 1% on all income of residents and corporations and 1/2% on
income earned in the City by nonresident became effective through the enactment of the Uniform City Income Tax Ordinance,
as prescribed by Act 248, Public Acts of Michigan, 1964. The income tax is imposed for general revenue purposes and may
be used for general governmental functions or capital improvement expenditures.

The following is the amount of City income tax collected annually for the last five years.

Fiscal Year Net Income
Ended June 30 Tax
2013 $14,674,274
2012 $14,839,999
2011 $14,396,346
2010 $13,551,247
2009 $14,277,939

LABOR FORCE

The City of Flint has a history of contract settlement without strikes. A breakdown of the number of employees of
the City of Flint and their affiliation with organized groups is as follows:

Full Time  Part Time Contract
Employees Number Number Affiliation Expiration
Clerical/Labor 224 18 AFSCME Local 1600 06/30/2014
Supervisory/Professional 47 0 AFSCME Local 1799 06/30/2014
Police Patrol 84 0 Flint Police Officers Assn. 06/30/2014*
Police Sergeants 36 0 Teamsters Local 129 06/30/2014
Police Captains & Lieutenants 8 0 Flint Police Cap'ts & L'ts. Assn.  06/30/2014
Firefighters 114 6 Int'l. Assn. of Firefighters No. 352 06/30/2014
Exempt Employees 38 5 Non-Affiliated
Appointees/Elect 16 0 Non-Affiliated
TOTAL 567 29

* Contract terms imposed per PA4
PENSION FUND

The Flint Employees' Retirement System (FERS) is a defined benefit pension plan that provides retirement benefits
to certain City retirees. The FERS was established and is governed by City ordinance, with the board of trustees comprised
of City officials and retirees. The FERS is reported as a Pension Trust Fiduciary Fund. During the year ended June 30, 2013,
the board was disbanded and the investments in FERS were transferred out to Municipal Employees' Retirement Systems
(MERS). The FERS fund was closed and MERS will now take on the fiduciary responsibility of the plan.
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Contributions to the plans for the last five years are as follows:

Year Ended

June 30

2013
2012
2011
2010
2009

Funding status and funding progress:

Actuarial
Valuation Year
Ended
6/30/2006
6/30/2007
6/30/2008
6/30/2009
6/30/2010
6/30/2011

Actuarial
Value of
Assets
(a)
782,098
801,533
670,366
623,292
567,215
506,504

General, Police and
Fire Benefit Groups

$11,641,714
8,058,450
5,505,305
3,889,397
6,803,233

Actuarial
Accrued
Liability
Individual
Entry Age
(AAL) (b)
1,023,599
1,071,781
841,266
873,088
835,052
829,380

Year Ended
June 30

Unfunded

2013
2012
2011
2010
2009

(Overfunded)
AAL (UAAL)

(b-a)
241,501
270,248
170,900
249,796
267,837
322,876

Hurley Medical Center
Benefit Group*
$3,268,075
6,503,942
5,505,003
8,896,382
7,694,335
UAAL as % of
Covered Covered
Funded Ratio Payroll Payroll
(a/b) (©) ((b-a)/c)
76.4 146,634 164.7
75.2 157,012 172.1
79.7 89,636 190.7
71.4 89,636 278.7
67.9 68,968 388.3
61.1 63,063 512.0

See Appendix D - See City of Flint Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2013, Note
11 - Retirement Plans

Other Post Employment Benefits (OPEB)

The City provides retiree healthcare benefits to eligible employees and their spouses through the Retiree Health Care
Trust Fund. Benefits are provided to public safety and general employees. Currently, the plan has 2,339 members, including
506 employees in active service, 0 terminated employees not yet receiving benefits, and 1,833 retired employees and
beneficiaries currently receiving benefits.

The funding progress of the plan as of the most recent valuation data is as follows:

Actuarial
Valuation
Date
7/1/2012
7/1/2011
7/1/2010
7/1/2009

Actuarial
Value of
Assets
(a)
$ 166,903

Actuarial
Accrued
Liability
(AAL) (b)
$320,180,757
366,832,597
862,302,934
774,606,738

Unfunded
AAL (UAAL

(b-a)

)

$320,013,854

366,832,597
862,302,934
774,606,738

Funded Ratio Covered
(Percent) Payroll
(a/b) (e)*

0.1 $ -
- 37,339,842
- 36,252,274
- 41,166,662

* For actuarial valuation date 7/1/12, the annual required contribution calculation is based on a flat dollar amount.

UAAL asa
Percentage of
Covered

Payroll

982.0
2,379.0
1,882.0

See Appendix D - City of Flint Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2013, Note 12
- Other Postemployment Benefits
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DEBT STATEMENT (as of April 2, 2014 and including the Bonds described herein)

Each series of bonds marked “LT” is payable in the first instance from a specified source and is payable from the
general funds of the City in the event of insufficiency of the specified source. The City is not authorized to levy taxes beyond
constitutional and statutory tax rate limitations with respect to the bonds marked “LT”.

DIRECT DEBT
Dated Amount
Date_ Outstanding
General Obligation Bonds
Fiscal Stabilization Bonds, LT 04/13/11 $7,620,000
Capital Improvement, Public Garage/Parking, LT 12/28/07 8,955,000 $16,575,000
Authority Revenue Bonds - No City Pledge
Hurley Medical Center, Refunding, SSAuth 06/11/03 5,150,000
Hurley Medical Center, Series 2010, SSAuth 03/25/10 33,215,000
Health Care Faciliites, Equipment 09/30/11 3,716,906
Hurley Medical Center, Series 2013A, SSAuth 04/02/13 21,940,000
Hurley Medical Center, Series 2013B, SSAuth 04/02/13 36,035,000 100,056,906
City Revenue Bonds
MI Bond Bank - Water DWRF Series 1999 09/30/99 2,928,994
MI Bond Bank - Water DWRF Series 2000 09/28/00 3,700,000
MI Bond Bank - Water DWRF Series 2001 09/28/01 4,731,408
MI Bond Bank - Water DWRF Series 2003 09/25/03 11,599,934 22,960,336
Share of Authority Issued Bonds
Water Supply System Bonds, Series 2014 A, LT 04/16/14 75,411,000 $75.411,000
TOTAL DIRECT DEBT $215,003,242
Less: Revenue Bonds (123,017,242)
Revenue Supported Authority Bonds (75,411,000) (198.428.242)
NET DIRECT DEBT $16,575,000
OVERLAPPING DEBT
Amount City's
Percent Municipality Outstanding Share
7.68% Carman Ainsworth S/D $40,208,000 $3,087,974
100.00 Flint S/D 12,760,000 12,760,000
1.33 Swartz Creek S/D 12,615,000 167,780
8.81 Genesee County 74,170,696 6,534,438
8.32 Genesee ISD 46,050,000 3,831,360
8.81 Mott Community College 10,430,000 918,883
NET OVERLAPPING DEBT 27,300,435
NET DIRECT AND OVERLAPPING DEBT $43.875.435
Source: Municipal Advisory Council of Michigan
DEBT RATIOS
Per Capita (102,434)
Net Direct Debt $161.81
Net Direct and Overlapping Debt $428.33
Ratio to 2013 Taxable Value ($776,654,903)
Net Direct Debt 2.13%
Net Direct and Overlapping Debt 5.65%



Ratio to 2013 State Equalized Valuation (3795,172,400)

Net Direct Debt 2.08%

Net Direct and Overlapping Debt 5.52%
Ratio to 2013 Estimated True Cash Value ($1,590,344,800)

Net Direct Debt 1.04%

Net Direct and Overlapping Debt 2.76%

* Preliminary, subject to change.
DEBT HISTORY

The City has no record of default.
FUTURE FINANCING

The City has entered into a contract with the Karegnondi Water Authority and the County of Genesee pursuant to
which the Authority will issue an additional $80,000,000 of bonds over the next 3 to 15 months in anticipation of payments
to be made by the County and the City to finance a raw water supply project to serve the County, the City and several other
municipalities. The City will make a limited tax general obligation pledge of the City on approximately 30% of these bonds.
LEGAL DEBT MARGIN

Section 7-302 of the City Charter, adopted November 4, 1975, limits “net” debt to 7% of the assessed value of all

real and personal property in the City, but does not define “net” debt. The following computation is based on previous practice
and is consistent with the requirements of State of Michigan Public Act 279 of 1909.

2013 State Equalized Valuation - excluding IFT values $795,172,400
Debt Limit - 10 % of State Equalized Valuation $79,517,240
Amount of Direct Debt Outstanding $215,003,242

Less: Revenue Bonds and Exempt Authority Bonds (198.428.242)
Total Subject to Debt Limit 16,575,000
Additional Debt Which Could Be Legally Incurred $62,942.240

C-12



GENERAL ECONOMIC INFORMATION

LOCATION AND AREA

The City of Flint, county seat of Genesee County, has a land area of approximately 32.8 square miles and is located
in the southeastern portion of Michigan's Lower Peninsula, 70 miles northwest of the City of Detroit. Lake Huron lies
approximately 65 miles to the east of the City, while the Saginaw Bay is about 40 miles to the north.

As an important durable goods producer, the City is located the following distances from these commercial and

industrial areas of Michigan:

EMPLOYMENT CHARACTERISTICS*

The following companies located in the City and surrounding communities offer employment opportunities for

35 miles northwest of Pontiac
36 miles south of Saginaw

50  miles northeast of Lansing
54 miles north of Ann Arbor
70 miles northwest of Detroit
99 miles east of Grand Rapids

residents.

No. of
Company Product/Service Employed
Within City of Flint
McLaren Health Care Corporation Hospital & other health care 3,014
Hurley Medical Center Medical center 2,811
Baker College Higher education 2,800
General Motors Corp. /Assembly Truck & bus assembly 2,100
A TFlint LLC Car parts and accessories 1,500
Genesys Health Care System Health care 1,000
General Motors Corp., Powertrain Div. Engines & gears & transmissions 961
Genesee Intermediate Schools Education 950
Mott Community College Higher education 949
Flint Community Schools Educational services 820
Meijer Inc. (2 stores) Department store 800
First Merit Bank Banking 780
Carman Ainsworth Education 706
General Motors Corp./ South Flint Automotive engines 663
E L Hollingsworth & CO Freight and logistics 646
Creative Foam Corp. Plastic products 600
City of Flint Municipality 596
Genova Products (HQ) Plastic pipes 570
General Motors Corporation Customer care center 500
Flint Special Services, Inc. Freight and logistics 500
Kettering University Higher education 425
Sears, Roebuck & Co. Retail sales 400
Home Depot (3 stores) Home center 350
Kroger (3 stores) Supermarket 350
Coca Cola Bottling Bottling facility 300
Lowe's (2 stores) Home center 300
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Oakley Industries Sub Assembly (HQ)
Cable TV-Flint

Goodwill Industries Of Mid-Michigan (HQ)
Bill Thomas' Halo Burger, Inc. (HQ)
United States Postal Service

Target (2 Stores)

The Flint Journal

Corsair Engineering

Allied Waste Service

Mott Children's Health Center
Beecher Community Schools

Barrette Outdoor Living, Inc.

Koegel Meats, Inc.

Monroe Truck Equipment

Genesee Packaging, Inc.

H-Care

Comcast Cable

The approximate number of employees listed are as reported in these sources: 2013 Michigan Manufacturers Directory, Manta Company Intelligence

Auto parts

Cable service

Job training/ vocational
Restaurant

US Postal Service
Department store
Newpaper
Shipping containers
Waste management
Healthcare
Education

Lattice panels

Meat processing
Truck equipment
Light assembly

Durable medical equipment

Cable service

website, the Michigan Economic Development Council ("MEDC"), and individual employers.

300
250
250
230
210
200
180
150
150
150
135
125
100
100
100
100
100

*Due to reporting time lags and other factors inherent in collecting and reporting such information, the numbers may not reflect recent changes in

employment levels, if any.

POPULATION BY AGE

The 2010 U.S. Census estimate of population by age for the City of Flint is as follows:

Total Population

0 through 19 years
20 through 64 years
65 years and over

Median age
INCOME

The 2010 U.S. Census estimate of household income for the City of Flint is as follows:

HOUSEHOLDS BY INCOME

Less than $10,000
$10,000 to $14,999
$15,000 to $24,999
$25,000 to $34,999
$35,000 to $49,999
$50,000 to $74,999
$75,000 to $99,999
$100,000 to $149,999
$150,000 to $199,999
$200,000 or more

Median Income
Mean Income

Number
102,434
31,750
59,685
10,999

33.6 years

Number
41,175
8,864
3,797
7,060
5,452
5,988
5,260
2,751
1,597
299
107

$26,621
$35,631

Percent
100.00%
31.00
58.26
10.74

Percent
100.00%
21.53
9.22
17.15
13.24
14.54
12.77
6.68
3.88
0.73
0.26



EMPLOYMENT BREAKDOWN

The 2010 U. S. Census reports the occupational breakdown of persons 16 years and over for the City of Flint as
follows:

Number Percent
PERSONS BY OCCUPATION 30,196 100.00%
Professional Specialty Occupations 6,801 20.97
Service Occupations 8,819 23.70
Sales & Office Occupations 7,334 22.44
Construction & Maintenance Occupations 1,815 8.18
Transportation & Material Moving Occupations 5,427 24.57

The breakdown by industry for persons 16 years and over for the City of Flint is as follows:

Number Percent
PERSONS BY INDUSTRY 30,196 100.00%
Agriculture, Forestry, Fishing, Hunting & Mining 160 0.53
Construction 1,155 3.83
Manufacturing 4,354 14.42
Wholesale Trade 613 2.03
Retail Trade 3,852 12.76
Transportation 1,318 4.36
Information 550 1.82
Finance, Insurance, & Real Estate 1,323 4.38
Professional & Management Services 2,168 7.18
Educational, Health & Social Services 8,853 29.32
Arts, Entertainment, Recreation & Food Services 3,079 10.20
Other Professional and Related Services 1,409 4.67
Public Administration 1,362 4.51

UNEMPLOYMENT

The Michigan Employment Security Commission, Research and Statistical Division, reports unemployment averages
for the City of Flint as follows:

City of
Flint
2014 YTD (January) 16.7%
2013 Annual Average 17.0
2012 Annual Average 16.6
2011 Annual Average 19.0
2010 Annual Average 23.5

BANKING

The following banks have branches located within the City according to the Accuity American Financial Directory,
July - December 2013.

Total State-Wide

Bank Main Office Deposits
First Place Bank Warren, OH N/A

The Huntington National Bank Columbus, OH N/A
Bank of America Charlotte, NC N/A

Fifth Third Bank Cincinnati, OH N/A

First Merit Bank Akron, OH N/A
Flagstar Bank, FSB Troy, MI $8,771,046,000
Chemical Bank Midland, MI 4,921,683,000
JPMorgan Chase Bank, National Association Columbus, OH N/A



City of Flint
Summary of General Fund Adopted Revenue and Expenditure Budget
Fiscal Year Ending June 30, 2014

FY14 FY14
Revenue Amended Amended
11/1/2013 2/17/12014

Property Tax $4,619,941 $4,719,941
Income Tax 14,210,000 14,210,000
Federal Revenue - -
State Revenue 15,375,985 14,986,814
Licensing and Permits 1,303,626 1,303,626
Fines and Forfeitures 1,677,550 2,041,635
Charges for Senices 9,090,867 10,434,516
Other Revenue 6,676,498 6,851,584

Total Revenue $52,954,467 $54,548,116
Expenditures
General Government $8,295,108 $8,229,910
District Court 5,194,307 5,194,307
Public Safety 35,035,993 36,694,840
Infrastructure 2,889,889 2,889,889
Gowernance 539,170 539,170
Other Expenditures - -

Total Expenditures $51,954,467 $53,548,116
Revenue Over (Under) Expenditures $1,000,000 $1,000,000
Fund Balance Beginning of Year ($12,895,642) ($12,895,642)
Fund Balance End of Year ($11,895,642) ($11,895,642)

Note: Flint reduced its expected expenditures by $1,000,000 as a budget control mechanism to help ensure that the City
reduces its structural deficit.



APPENDIX D

CITY OF FLINT
AUDITED FINANCIAL STATEMENTS

Attached are the audited financial statements for the City of Flint for the fiscal year
ended June 30, 2013. The auditors for the City have not been asked to consent to the use of
information from such financial statements in either the Preliminary Official Statement or the
Official Statement and have not conducted any subsequent review of such financial statements.
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Plante & Moran, PLLC
To the Emergency Manager, Honorable Mayor,

and Members of the City Council
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Independent Auditor's Report

To the Emergency Manager, Honorable Mayor,
and Members of the City Council

City of Flint

Flint, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Flint (the "City") as of and for the year ended June 30, 2013 and
the related notes to the financial statements, which collectively comprise the City's basic financial
statements as listed in the table of contents.

M. 3,

R
Manag s

ibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material
misstatement. The financial statements of Hurley Medical Center, the Downtown Development
Authority, the Economic Development Corporation, and the Flint Area Enterprise Community were not
audited under Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Pra;lgféf'_:
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morari o City of Flint

Flint, Michigan

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City as of June 30, 2013 and the respective changes in its financial position and cash flows for the year
then ended, in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 20 to the basic financial statements, the beginning net position/fund balance has
been restated to correct a misstatement. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, pension system schedules of funding progress and employer contributions, and
the major fund budgetary comparison schedules, as identified in the table of contents, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplemental information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Supplemental Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements. The other supplemental information, introductory section,
and statistical section, as identified in the table of contents, are presented for the purpose of additional
analysis and are not a required part of the basic financial statements.

The other supplemental information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the other supplemental information is fairly stated in all material respects in relation to the basic financial
statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.
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To the Emergency Manager, Honorable Mayor,
and Members of the City Council

City of Flint

Flint, Michigan

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 17,
2013 on our consideration of the City of Flint, Michigan's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the City's internal control
over financial reporting and compliance.

%aﬁ, f M, PLLt

December 17,2013

Management’s Discussion and Analysis




e-d

City of Flint, Michigan

Management’s Discussion and Analysis

Following is a brief overview and analysis of the financial statements for the City of Flint,
Michigan (the “City”) for the 2013 fiscal year, which began on July I, 2012 and ended on June 30,
2013. The reader is encouraged to not only consider the comments made here but to review
the statements in their entirety.

The City provides a full range of municipal services, including police and fire protection,
construction and maintenance of streets, sidewalks, and other infrastructure, maintenance and
operation of water and sewer systems, maintenance of parks, and waste collection. These
activities comprise the majority of the City’s governmental and business-type activities.

In addition to governmental and business-type activities, the financial statements include the
activities of Hurley Medical Center, Flint Downtown Development Authority, Flint Economic
Development Corporation, and Flint Area Enterprise Community. While part of the City
government, these entities are presented as “discrete component units” because of their
independent management authority. In previous years, Hurley Medical Center has been included
as a business-type activity of the City government, but a review of its status has concluded that it
can be more appropriately presented as a discrete component unit.

Financial Highlights

In fiscal year 2013, the City billed $187.7 million in taxes, fees, and grants for governmental and
business-type activities, and spent $170.0 million to provide the services. During the course of
the year, the City acquired capital assets totaling $5.1 million in governmental activities and $1.7
million in building improvements and equipment in business-type activities. At the end of the
year, the assets of the City governmental and business-type activities totaled $356.4 million and
liabilities totaled $238.6 million, for net position totaling $117.8 million. However, net
unrestricted net position totaled a negative $150.1 million. The majority of the negative
unrestricted net position reflects the $158.9 million liability for unfunded retiree healthcare
liabilities; the business-type activities reflected $8.3 million in unrestricted net position.

On December |, 201 I, five months into fiscal year 2012, the governor of the state of Michigan
placed the City of Flint into state receivership and appointed an emergency manager. This
decision was based on the recommendation of a state appointed review team, whose
recommendation was made in part because of a consistent deficit in the General Fund, the
decline in pooled cash, unrealistic budgeting, and unfunded liabilities for postemployment
benefits.

Although there have been several changes since December 2011, in the laws providing for the
appointment of an emergency manager, and there have been three different emergency
managers since then, the City has remained under the control of a state appointed manager.
These managers exercise direct control of the City’s financial and operational matters and have
been authorized to “act for and in the place and stead of the governing body and the office of
chief administrative officer of the City of Flint.”

City of Flint, Michigan
Management’s Discussion and Analysis (Continued)

With the fiscal year 2012 half complete at the time the emergency manager was appointed, it
was clear that significant long-term solutions to the City’s financial condition could not be
achieved in the remainder of that fiscal year. Addressing any significant reductions at that time
would have required unthinkable reductions in the level of public safety and other essential City
services, and would have been done in an atmosphere of crisis. As a result, it was determined to
contain spending as much as possible for the balance of fiscal year 2012, while building a credible
spending plan for fiscal year 2013 and laying the necessary groundwork for substantially reducing
the City’s cost base for fiscal year 2013 and beyond. Consequently, the fiscal year 2012 financial
statements showed a $19.2 million General Fund deficit, an increase of $11.9 million.

Faced with an initial projected gap of more than $25 million, the fiscal year 2013 budget was
balanced through a mixture of significant revenue increases, significant expenditure decreases,
and steps taken to reduce legacy costs. Reports submitted to the state treasurer detailed the
25 percent increase in water and sewer rates, passage of a 6 mill property tax increase for police
and fire, which is recorded in a separate public safety special revenue fund and the monies are
restricted as such on the government-wide statement of net position, establishment of a special
assessment district for street lighting, elimination of 20 percent of the City’s workforce,
compensation decreases equivalent to a 20 percent wage reduction for remaining employees,
and the restructuring of health and retirement benefits for current employees and retirees
necessary to develop a credibly balanced spending plan.

The efforts of the emergency managers and City staff were focused on assuring that, at the end
of fiscal year 2013, expenses would not exceed revenues. This goal was more than achieved, as
the financial statements as of June 30, 2013 show that revenues exceeded expenses in the
General Fund by $6.3 million. This will result in the City’s accumulated $19.2 million deficit as of
June 30, 2012 being reduced to less than $13 million as of June 30, 2013.

Additionally, the City’s cash flow improved significantly. Cash flow in December 2011 was
projected at approximately $13 million in comparison to current cash on hand on as of June 30,
2013 in excess of $43 million.

Finally, the actions taken to restructure healthcare benefits for current employees and retirees
have had a significant impact on current costs and long-term liabilities. Much of the positive
financial result in FYI3 came from these actions. The restructuring, which was implemented
during the course of FY12, had the additional benefit of reducing the City’s OPEB liabilities by
more than $500 million, as reflected in 2012 financial statements.

As spending patterns have been revised to be in accord with available revenues, it has also
become possible to focus on additional efforts to reduce and quickly eliminate the accumulated
deficit. A formal plan to eliminate the remaining deficit within the next few years will be
submitted shortly to the Department of Treasury for consideration.
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City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The City’s basic financial statements comprise three components: (|) government-
wide financial statements, (2) fund financial statements, and (3) notes to the financial statements.
This report also contains other supplemental information in addition to the basic financial
statements themselves.

Table | summarizes the major features of the City’s financial statements, including the portion of
the City government they cover and the types of information they contain. The remainder of
this overview section of management’s discussion and analysis explains the structure and
contents of each of the statements.

City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Table | - Major Features of the City of Flint, Michigan’s Government-wide

and Fund Financial Statements

Type of Proprietary
Statements | Government-wide Governmental Funds Funds Fiduciary Funds
Scope Entire City government | The activities of the City that| Activities the City | Instances in which
(except fiduciary funds) | are not proprietary or operates similar to | the City is the
and the City’s fiduciary, such as police, fire, | private businesses: | trustee or agent for
component units and parks the water and someone else’s
sewer system resources, such as
the retirement plan
for City employees
Required e Statement of net e Balance sheet e Statement of net| ® Statement of
financial position position fiduciary net
statements e Statement of revenues, position
e Statement of expenditures, and e Statement of
activities changes in fund balances revenues, e Statement of
expenses, and changes in
changes in fund fiduciary net
net position position
e Statement of
cash flows
Accounting Accrual accounting and | Modified accrual accounting | Accrual accounting | Accrual accounting
basis and economic resources and current financial and economic and economic
measurement | focus resources focus resources focus resources focus
focus
Type of asset/ | All assets and liabilities, | Only assets expected to be | All assets and All assets and
liability both financial and used up and liabilities that liabilities, both liabilities, both short
information capital, short term and | come due during the year or | financial and capital, | term and long term;

long term

soon thereafter, no capital
assets included

and short term and
long term

the City’s funds do
not currently
contain capital
assets, although they
can

Type of inflow/
outflow
information

All revenues and
expenses during year,
regardless of when cash
is received or paid

Revenues for which cash is
received during or soon after|
the end of the year,
expenditures when goods or
services have been received
and payment is due during
the year or soon thereafter

All revenues and
expenses during
year, regardless of
when cash is
received or paid

All revenues and
expenses during
year, regardless of
when cash is
received or paid
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City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to a private sector business.

The statement of net position presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation
leave).

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the City include
general government, police, fire, transportation, public works, parks and recreation, and
community enrichment and development. The business-type activities of the City include the
water system and sewer system.

The government-wide financial statements include not only the City itself (known as the primary
government), but also the legally separate component units of Hurley Medical Center,
Downtown Development Authority, Economic Development Corporation, Atwood Stadium
Building Authority, and the Flint Area Enterprise Community, for which the City is financially
accountable. Financial information for these component units is reported separately from the
financial information presented for the primary government itself. The government-wide
financial statements can be found on pages 20-23 of this report.

Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City
of Flint, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City can be divided
into three categories: governmental funds, proprietary funds, and fiduciary funds.

City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Governmental Funds - Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financing requirements. Because the focus of
governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the government-wide financial statements. By doing so,
readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City maintains 20 individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund, Federal Grants Fund, and the
Public Improvement Fund. Data from the other |7 governmental funds are combined into a
single, aggregated presentation. Individual fund data for each of these nonmajor governmental
funds is provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 24-27 of this report.

Proprietary Funds - The City maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its water
and sewer activities. Internal service funds are an accounting device used to accumulate and
allocate costs internally among the City’s funds. The City uses internal service funds to account
for its data processing, central maintenance garage, fringe benefits, and self-insurance activities.
Because these services predominantly benefit governmental rather than business-type activities,
they have been included within governmental activities in the government-wide financial
statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the Water and the Sewer Funds, both of which are considered to be major funds
of the City. Conversely, the internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Individual fund data for the internal
service funds is provided in the form of combining statements elsewhere in this report. The
basic proprietary fund financial statements can be found on pages 28-3 1 of this report.
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City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support the City’s
own programs. The accounting used for fiduciary funds is much like that used for proprietary
funds. The basic fiduciary fund financial statements can be found on pages 32 and 33 of this
report.

Notes to the Financial Statements - The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 37-88 of this report.

Other Information - In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplemental information concerning the City’s progress in
funding its obligation to provide pension benefits to its employees. Required supplemental
information can be found on pages 89-95 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds
and internal service funds are presented immediately following the required supplemental
information on pensions. Combining and individual fund statements and schedules can be found
on pages 97-122 of this report.

Government-wide Financial Analysis

Net position may serve, over time, as a useful indicator of a government’s financial position (see
Table 2). Total assets of the City are $356.4 million. Total net position (total assets less total
liabilities) is $117.8 million, of which the largest portion of $231.9 million reflects its net
investment in capital assets (e.g., land, buildings, streets, sidewalks, machinery, and equipment),
less depreciation and any related debt used to acquire those assets that is still outstanding. The
City uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City’s net investment in its capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

Of the remaining portion of the City’s total net position, $36.0 million represents resources
which are subject to external restrictions on how they may be used. The unrestricted deficit at
year end was $150.1 million, which is down from 2012 deficit of $178.6 million. There is no
remaining balance of unrestricted net position that may be used to meet the government’s
ongoing obligations to citizens and creditors. Net position is divided between governmental
activities and business-type activities. Governmental activities show a $158.4 million deficit in
unrestricted net position. The $158.4 million deficit results from the increase in the short-term
and long-term liabilities, mainly $129.6 million in postemployment healthcare liability, which
increased by $1.9 million in total from 2012.

City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Table 2-City of Flint's Net Position
(in Millions)

Governmental Activities Business-type Activities Total Primary Government
012 2013 2012 2013 2012 013
Current and other assets s 321 s 486§ 325§ 499§ 646 S 9.5
Capital assets 166.7 1555 1101 1024 2768 257.9
Total assets S 1988 S 2041 S 1426 S 1523 S 3414 5 3564
Long-term liabilities outstanding s 1609 § 1605 § 527 s 509 2136 § 2114
Other liabilities 191 171 86 101 217 272
Total liabilities S 1800 S 1776 S 613 5 610 S 2413 § 2386
Net position:

Net investment in capital assets s 1845 S 1533 § 842 s 86 S 287 § 2319
Restricted 244 316 56 44 300 36.0
Unrestricted (170.1) (158.4) (85) 83 (178.6) (150.1)
Total net position § 188§ 265 § 813 S 913 § 1001 § 1178

Business-type activities have $91.3 million of total net position. Business-type activities do not
encumber at year end and normally do not appropriate net position as part of the budget
process.

Governmental Activities - Changes in net position (see Table 3) provide some insight into
current year activities as compared to those of the prior year. Total net position for
governmental activities increased by $7.7 million. Revenues in 2013 were $12.7 million higher
than in 2012. This increase in revenue is mainly due to a public safety millage passed by the
voters and increase in state grant revenues in 2013. The 2013 expenses were $8.6 million lower
than in 2012. The decrease in expenses was largely in part due to reduction in the cost of
healthcare expenses.

Business-type Activities - Total net position increased by $10.0 million in business-type
activities. The main reason for the increase was due to the City increasing the water and sewer
user rates in the latter part of fiscal year 2012. The increased rates, along with a delay in making
budgeted capital improvements, have played a vital role in sustaining the fiscal year’s budget.



L~d

City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Table 3-City of Flint's Changes in Net Position

City of Flint, Michigan

(in Millions)
Governmental Activities il + ivitic Total Primary
2012 2013 2012 2013 2012 2013
Revenues
Program Revenues:
Charges for services $ 165 $ 176 $ 680 § 801 § 845 § 97.7
Operating grants and contributions 209 14.2 0.0 0.0 20.9 14.2
Capital grants and contributions 133 219 0.0 0.0 13.3 21.9
General revenues:
Income taxes 14.8 147 0.0 0.0 14.8 14.7
Property taxes 14.3 217 0.0 0.0 14.3 21.7
State shared revenues 13.1 137 0.0 0.0 13.1 13.7
Other 1.9 3.7 0.3 0.1 22 3.8
Total revenues 94.8 107.5 68.3 80.2 163.1 187.7
Expenses
Legislative 1.2 0.3 0.0 0.0 1.2 0.3
Judicial 3.7 5.1 0.0 0.0 3.7 5.1
General government 10.8 75 0.0 0.0 10.8 75
Public safety 49.1 43.0 0.0 0.0 49.1 43.0
Public works 26.0 23.0 0.0 0.0 26.0 23.0
Parks and recreation 4.5 29 0.0 0.0 4.5 29
Community development 14.7 20.0 0.0 0.0 14.7 20.0
Interest on long-term debt 1.4 1.0 0.0 0.0 14 1.0
Water 0.0 0.0 425 42.0 425 42.0
Sewer 0.0 0.0 253 25.2 253 25.2
Total Expenses 111.4 102.8 67.8 67.2 179.2 170.0
Transfers 3.0 3.0 (3.0) (3.0) 0.0 0.0
Changes in net position (13.6) 77 (2.5) 10.0 (16.1) 17.7
Net position - Beginning - as restated 324 18.8 83.8 81.3 263.0 246.9
Net position - End $ 18.8 $ 265 $ 81.3 $ 913 § 2469 § 264.6

Analysis of Fund Financial Statements

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds - The focus of the City’s governmental funds is to provide information
on near-term inflows, outflows, and balances of expendable resources. Such information is
useful in assessing the City’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of
the fiscal year.

Management’s Discussion and Analysis (Continued)

The City’s governmental funds show an operating surplus (or fund balance) of $7.2 million as of
June 30, 2013. This is a significant turnaround from the deficit of $7.3 million. During the year,
the City residents voted and approved a public safety millage that generated $5.6 million to
stabilize staffing for the police and fire departments. In addition, the energy company conducted
a three-year audit of the City’s streetlights bill; the results of the audit were a $| million credit
back to the City. In 2012, the emergency manager ratified new changes to employee and
retiree benefits that took full effect in fiscal year 2013. These changes resulted in a significant
decrease in healthcare costs. The reduction in costs was credited back across all funds to
departmental budgets.

The reduction of the $19.2 million deficit for the General Fund in fiscal year 2012 to $12.9
million in 2013 was a result of projecting a realistic budget and managing it. Managing the
General Fund has been difficult due to significant reductions in property tax revenues, income
tax revenues, and state-shared revenues. However, the emergency manager and his team took
the necessary and difficult steps needed to reduce costs.

The remaining governmental funds have a fund balance of $20.1 million, of which virtually all is
invested in infrastructure and equipment or restricted for specific purposes. The largest fund
balances among the governmental funds are the public safety, $5.1 million, and local and major
streets, $4.5 million. Other special revenue funds are maintained primarily to demonstrate
accountability. Federal and state laws place restrictions on how these funds can be spent.

State law requires the preparation of a deficit elimination plan for all fund deficits, unless current
assets of the fund exceed current liabilities. While the past two deficit elimination plans have
addressed deficits in the General Fund, Water Supply Fund, Downtown Development Authority,
and Economic Development Authority, it will only be necessary for the City to address in the
2013 plan, the remaining $12.9 million deficit in the General Fund. A plan is being prepared and
will be submitted to the Department of Treasury when this report is filed. However, the
Economic Development Corporation will be filing its own deficit elimination plan to address the
$148,895 deficit.

Proprietary Funds - The City’s proprietary funds provide the same type of information found
in the government-wide financial statements, but in more detail.

Total net position in the Water Fund is $26.4 million, an increase of $6.8 million from the
previous year. Unrestricted net position is no longer negative. Net operating income is also
improved from $2.3 million to $8.6 million. The positive change is attributable mostly to
increases in rates. The Water Fund has a bond reserve account of $2.4 million and an equipment
reserve account of $2.0 million.

Net position in the Sewer Fund is $64.8 million, an increase of $3.1 million from 2012. Net
operating income was a positive $6.8 million.

Additional rate increases averaging 25 percent were implemented as part of the fiscal year 2013
budget in order to improve the financial solvency of the water and sewer systems.

13
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City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Capital Assets and Debt Administration

Capital Assets - The City’s net investment in capital assets for its governmental and business-
type activities as of June 30, 2013 amounts to $257.9 million (net of accumulated depreciation), a
net decrease of $18.8 million. This net investment in capital assets includes land, buildings and
system improvements, machinery and equipment, park facilities, roads, highways, and bridges
(see Table 4). Additional information on the City’s capital assets can be found in Note 6.

Table 4-City of Flint's Capital Assets - net of depreciation

City of Flint, Michigan

(in Millions)
Governmental Activiti i typs iviti Total Primary Government
2012 2013 2012 2013 2012 2013

Land $ 14.3 $ 143 § 0.8 $ 08 % 151§ 15.1
Construction in progress - 0.1 1.3 1.3 1.3 1.4
Building and system 58 5.4 33.7 31.4 39.5 36.8
P! other than buildi 42 3.8 3.9 3.6 8.1 7.4
Machinery and equipment 58 4.6 704 65.3 76.2 69.9
Roads and sidewalks 136.5 127.3 - - 136.5 127.3
Total $ 166.6 $ 155.5 § 110.1 $ 1024  §$ 2767 $ 257.9

The City governmental activities made major capital improvements during 2013:

e Streets and enhancement $ 2.9 million
e Trails 0.1 million
e Signs and signals 0.7 million

Total capital improvements, as a result of governmental activities, were $5.1 million.
Depreciation was $15.6 million.

The City’s business-type activities also made very little capital improvements during 2013. This
was due to reduced available funds.

Debt Administration - Debt is administered through three debt service funds and the Public
Improvement Fund. In addition, the Water Fund services debt for bonds issued for plant
improvements (see Table 5).

Management’s Discussion and Analysis (Continued)

General Obligation Bonds - The City issued $10 million in General Obligation Bonds in fiscal
year 2008 on behalf of the Flint Downtown Development Authority for construction of the new
Rutherford parking structure. The City has pledged a portion of state-shared revenue as
security for the bond. The DDA has pledged net revenue from the parking operations for the
repayment of the bond. However, in the City’s approved deficit elimination plan, it was
determined by the City that the DDA’s commitment to funding its portion of the debt service
for the parking ramp was unrealistic given the decline in property values and revenues expected
to be received through operations were not realized. The City as the guarantor is making the
debt service payments.

Long-term Debt - At year end, the City had $34.8 million in bonds and notes and compensated
absences outstanding for governmental activities and $24.4 million in bonds and notes and
compensated absences outstanding for business-type activities. Additional information on the
City’s long-term debt can be found in Note 9.

Table 5-City of Flint's Long-term Debt

(in millions)
Governmental Activiti il typ Total Primary Government
2012 2013 2012 2013 2012 2013
General Obligation Bonds $ 95 § 9.2 $ -8 - $ 9.5 $ 9.2
Revenue Bonds and Notes - - 259 23.8 25.9 23.8
Other Notes 21.4 20.8 - - 214 20.8
Capital Leases 0.7 0.4 - - 0.7 04
Accrued Annual and Sick Pay 5.3 4.4 0.6 0.6 59 5.0
Total $ 369 $ 34.8 $ 265 $ 24.4 $ 63.4 $ 59.2

Limitations on Debt - The State limits the amount of general obligation debt the City can issue
to 7 percent of the assessed value of all taxable property within the City’s corporate limits. The
City’s legal debt limit is $115.4 million. The amount of debt available to the City (unused portion
of the debt limitation) is $102.6 million. The City can issue bonds through the Michigan
Municipal Bonding Authority’s state-shared revenue program. The program pledges the City’s
future state-shared revenues.

Bond Ratings - There are no current ratings for the City. Prior ratings were withdrawn as the
City’s financial position led to consideration of the City being placed into receivership. Moody's
Investors Service last rated the City’s general obligation unlimited bonds at Bal, with a stable
outlook in February 2006.
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City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

Economic Factors and Next Year’s Budget and Rates

Flint and Genesee County are moving aggressively to restore our region’s position as a center of
innovation and entrepreneurship in the public and private sectors. Our new leadership is
partnering to engage our strong anchor assets in higher education, life sciences/health care, and
advanced manufacturing to make our region a superior place for business investment, policy
experimentation, and multi-sector partnerships. We are starting to be recognized for our
growth and reinvention. Kiplinger referred to Flint in April 2011 “For some particularly hard-hit
metro areas, 201 | will bring a dramatic turnaround -- new investment by businesses, growth in the
number of jobs, and a reblooming of hope.”

Our overall objective is to create a sustainable region with new jobs, strong neighborhoods, and
great schools. This will be achieved through private and public collaboration and harnessing of
the community’s capacity for diversification, innovation, and entrepreneurship.

Flint and Genesee County aim to be one of Michigan’s major success stories by moving from
prolonged recession to rapid recovery and growth. Our region intends to lead the way with
measurable achievements over the next three to five years as follows:

e Doubling export activity and generating new jobs
o As GM truck and engine sales increase, a portion is destined for international markets
o Area manufacturers have increased exporting in 2012-2013 with funding support from
the Michigan State Trade Export Program (STEP)
e Increasing enrollments across our higher education institutions
o The University of Michigan - Flint has achieved record enrollment in 2012 and 2013 with
dramatic increases in international students
o Kettering University, Mott Community College, and Baker College - Flint have received
national recognition
e Attracting and retaining mobile talent and young families
o Downtown Flint is reported as the fastest growing neighborhood in Genesee County
e Stabilizing property values and local tax revenues
e Reducing unemployment and poverty
o Flint and Genesee County saw some of the fastest decline in unemployment in the state
of Michigan in 2013
e Improving health outcomes, quality of life, and environmental sustainability
o Commit to Fit is a growing Flint-based initiative that promotes “healthy habits.”

City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

“Steady Job Growth Will Continue for Genesee, Lapeer, Livingston, Macomb, Oakland, St. Clair, and
Shiawassee Counties” according to the February 2013 economic forecast by the University of
Michigan Institute for Research on Labor, Employment and the Economy. The report forecasted
job growth of approximately 78,000 from 2013-2015 and highlighted the creation of 75,000 new
jobs in the past three years. The study predicts new jobs in professional services and trade/
transportation/utilities, as well as private education and health. Many of these positions will be
within commute distance from Flint and Genesee County. The report also predicted 0.9 percent
job growth per year for Flint and Genesee County.

Jobs and business opportunities are increasing because of the continued collaboration among our
key economic sectors, governments, and non-profits. Despite the ongoing recession, last year
the region created and retained 569 jobs through the direct efforts of the Flint and Genesee
Chamber of Commerce, our lead economic development agency. In fact, public and private joint
efforts have supported:

e More than $1 billion in General Motors investment in the past three years
e Over $500 million in new non-GM investment in the past three years

e Continuing investment in downtown Flint with announcements of more than $200 million
from 2011-2013, including over $100 million in new higher education assets

Further, City suppliers have increased their federal contracting wins over 1,300 percent in the
last five years. Finally, federal investment is also growing. Recent awards include $20 million for
blight elimination from the U.S. Troubled Asset Relief Program, $550,000 from EPA for Chevy in
the Hole site clean-up and environmental remediation training at Mott Community College, and
$140,000 for a four-county regional CEDS plan. These combine with $33 million from the EPA
to clean up the Buick City Brownfield, a HUD challenge planning grant, a SAFER grant, and
several research and development grants.

At the core of our region, the City has restored some of its manufacturing strength while
expanding its institutions of higher education and health care. Recently, a milestone was reached
by the area’s colleges and universities. Total enroliment is now nearly 34,000 students in
undergraduate through doctoral programs. Many new businesses, housing options, and
restaurants have been created as part of the downtown Flint investments. The formerly all-
commuter downtown has been transformed into a vibrant scene where 3,600 college students
are living in newly developed multi-institution residence halls and lofts. Notably, two landmark
hotels that had been closed for business (the Hyatt Regency and Durant) are fully renovated and
now house college students, faculty, and professionals.

Flint and Genesee County have attracted strong new businesses such as Rassini Brakes, Senderra
RX, Environmental Wood Solutions, and most recently, American Cast Iron Pipe, the last two of
which are locating in the City. American has announced plans to build a facility on the northern
portion of the former Buick City complex and create 60 new jobs.
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City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

City of Flint staff have collaborated with the economic development team at the Flint and
Genesee Chamber to support the growth of area businesses including: Powers Catholic High
School (private), CFl Medical, Sustainable Environmental Technologies, McLaren Flint Proton
Beam, McLaren Flint Laboratory, and Barrette Outdoor Living, as well as General Motors Truck
Assembly and General Motors Flint Engine South.

Diplomat Specialty Pharmacy, the fastest growing firm of its type in the United States, continues
to grow ahead of plans at their new corporate headquarters in Flint. Plans include the creation of
1,100 new jobs by 2016. The company produces, packages, and distributes pharmaceutical
products to chronically ill patients across the country. Diplomat and the Insight Institute for
Neurosurgery and Neuroscience acquired the entirety of the former GM Great Lakes
Technology Center, a 1,000,000 square foot complex in Flint.

In health care, Genesys Health System recently established a new $3 million clinic in downtown
Flint with 10 new jobs and 60 transferred from a neighboring municipality. The main campus of
Genesys continues to be a significant medical asset in Grand Blanc. Hurley Hospital established a
new children’s hospital and completed a $30 million new emergency and trauma care facility.
McLaren Health System expanded its destimation medicine offerings by investing over $78
million in a new proton beam cancer treatment facility and patient residence. All three hospitals
are actively engaged in medical education and research activities at their facilities.

The Flint and Genesee Chamber of Commerce, formerly the Genesee Regional Chamber of
Commerce, was tapped to lead tourism efforts in Flint and Genesee County in 2012. In order to
expand community marketing to appeal to both investors and visitors, the Chamber led a
market research project and developed a new campaign to shape the image of the area. The
conclusion: Flint and Genesee need a partner brand that highlights the strengths of both. March
2013 marked the culmination of the Chamber's efforts to build a brand partnership between
Flint and Genesee. They have created a campaign to market the region as a desirable destination
for events, vacation, or business. “See what's possible” is a rallying cry that invites travelers and
investors to see what the County has to offer. The campaign plays off the word “see” and
features iconic destinations and human moments through compelling imagery.

Budgets - The placement of the City into state receivership emphasizes the City’s precarious
financial position. Flint is an urban center which has been faced with a very significant loss in
employment base in addition to the well-known problems of all mature urban centers. The City
will be challenged for several more years to determine how it can restore its financial solvency
and provide at least a basic level of City services while at the same time participating in the
activities which will result in Flint being an attractive place for residents, students, businesses,
and visitors.

City of Flint, Michigan

Management’s Discussion and Analysis (Continued)

The challenges are many, including:

e Continuing decline in property values, made more dire by the phase-out of personal
property tax

e Minimal increases in income tax revenues as unemployment and poverty remain high

e An aging and reduced workforce, resulting in an increase in the ratio of retirees to active
employees, affecting pension and health care costs

e Aging sewer, water, street, and sidewalk infrastructure

e Continuing high levels of crime

e Reduced population

There are, however, many positive steps being taken which give strong hope that the City will
regain its financial solvency and be a key part of restoring the community of Flint, including:

e Strong partnership with entities such as the Greater Regional Flint Chamber of Commerce,
Prima Civitas, and the State of Michigan to promote economic development

e Strong support - financial and otherwise - from the Mott Foundation to support many
activities helping to restore Flint

e Diversification of Flint’s economic base, especially in higher education and health care

e Support of city residents to financially support city initiatives, as evidenced by recent passage
of a 6 mill public safety stabilization millage

e Support from the State of Michigan to assist the City, including increases in state trooper
presence and assisting financially in reopening the City’s lockup

e Willingness by those managing the City to make the necessary decisions to restore financial
solvency, as evidenced by the implementation of a fiscal year 2013 budget which raised
revenues and cut expenses sufficiently to assure that expenses will not exceed revenues

e Taking steps to improve and maintain long-term financial solvency, including reducing the
workforce by nearly 20 percent; restructuring health benefits in a manner which reduced
OPERB liabilities by nearly 2/3; reduced pension benefits; significantly raised water and sewer
rates while implementing new fees for trash pick-up and street lights; and restructuring the
way in which City services are provided

e Working collaboratively with other municipalities to consider sharing of services, as
evidenced by five recent applications to the State for financial support in implementing
shared services

e Completed a five-year strategic plan and budget in conjunction with the City’s fiscal year
2015 budget.

Requests for Information - This financial report is designed to provide a general overview of
the City of Flint, Michigan’s finances for all those with an interest in the government’s finances.
Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the Finance Director, City of Flint,
1101 South Saginaw Street, Room #203, Flint, Michigan 48502.
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City of Flint, Michigan City of Flint, Michigan

Statement of Net Position Statement of Net Position (Continued)
june 30, 2013 june 30, 2013
Primary Government
Governmental  Business-type Component Primary Government
Activities Activities Total Units Governmental  Business-type Component
Activities Activities Total Units
Assets
Pooled cash and investments (Note 3) $ 25610907 $ 10,408,305 $ 36,019,212 $ - e
Cash and cash equivalents (Note 4) 1,305,461 858,151 2,163,612 11,648,142 Liabilities
Investments (Note 4) 937543 : 937543 49444802 Accounts payable $ 4569703 § 5613046 $ 10,182,749 $ 19,583,965
Receivables (net of allowance, where Due to other governmental units 454,952 - 454,952 100,000
applicable) (Note 5): Due to primary government (Note 7) - - - 9,866,795
Property taxes receivable 1,461,019 _ 1,461,019 _ Deposits and advances 559,723 580,684 1,140,407 32,600
Receivables from sales to Accrued liabilities and other 4,071,015 1,188,571 5,259,586 33,393,514
customers on account - 22940950 22,940,950 70,201,583 Unearned revenue (Note 5) 920,414 - 920,414 3,500
Accrued interest receivable 1,195 - 11,195 261,587 Other current liabilities L.111,183 - L1183 -
Accounts (net of allowance of Noncurrent liabilities:
$85,376) _ _ - 694,337 Due within one year:
Other receivables 3,619,197 387 3,619,584 704,500 Payable from restricted assets - - - 446,578
Due from other governmental Claims payable - Current
units 8,798,817 109,866 8,908,683 - (Note 16) 854,776 - 854,776 3,779,561
Loan receivable 10,560,338 - 10,560,338 288,912 Current portion of long-term debt
Due from component units (Note 7) 5,600,346 - 5,600,346 - (Note 9) 4498,378 2,703,175 7,201,553 5,608,530
Internal balances (Note 7) (9,948,800) 9,948,800 - - Due in more than one year:
Inventory 169.903 136,255 306,158 5.223.959 Claims payable (Note 16) 641,000 - 641,000  38268,025
Prepaid costs 84,152 - 84,152 2,757,869 Net pension obligation - - - 3,268,705
Restricted assets (Note 10) 380,675 4,385,534 4766209 44722843 Net OPEB obligation (Note 12) 129,627,657 29274057 158,901,714 3,432,051
Investment in joint ventures - - - 7,029,993 Long-term debt (Note 9) 30,319,787 21,675,336 51,995,123 102,540,405
g:gi;l"’:::; (Note 6 - 70,654 70,654 3619977 Total liabilities 177,628,588 61,034869 _ 238663457 220,324,229
Assets not subject to depreciation 14,446,152 2,045,361 16,491,513 22,226,500 Net Position
Assets subject to depreciation 141,078,393 100,399,785 241,478,178 107,823,304 Net investment in capital assets 153,329,640 78,604,810 231,934,450 37,165,197
Cash held with agent - - - 550,000 Restricted for:
Total assets 204,115298 152,304,048 356,419,346 327,198,308 E‘:;?;l profects ;:z;g:;g; i ‘7‘:251;2 i
Street lighting 213,421 - 213,421 -
Revolving loan program - - - 1,960,671
Police 1,299,438 - 1,299,438 -
Public safety 5,118,343 - 5,118,343 -
Community development 11,619,405 - 11,619,405 96,691
Parks and recreation 136,003 - 136,003 -
Economic development 555,643 - 555,643 -
Building inspection 400,968 - 400,968 -
Debt service 7,163 2,384,034 2,391,197 -
Capital replacement - 2,001,500 2,001,500 -
Donor restricted and other - - - 5,618,014
Unrestricted (158,391,840) 8,278,835 (150,113,005) 62,033,506
Total net position $ 26,486,710 $ 91,269,179 $117,755,889 $ 106,874,079
The Notes to Financial Statements are an The Notes to Financial Statements are an

Integral Part of this Statement. 20 Integral Part of this Statement. 21
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City of Flint, Michigan

Statement of Activities
Year Ended june 30, 2013

Net (Expense) Revenue and Changes in Net Position

Program Revenues Primary Government
Charges for Operating Grants  Capital Grants and Governmental Business-type
Expenses Services and Contributions Contributions Activities Activities Total Component Units
Functions/Programs
Primary government:
Governmental activities:
General government $ 7,533,423 $ 10,652,009 $ 776,454 $ 3,818 $ 3,898,858 $ - $ 3,898,858 $ -
Judicial 5,095,682 1,696,157 228,170 - (3,171,355) - (3,171,355) -
Public safety:
Police 25,078,577 1,724,215 916,145 4,672,971 (17,765,246) - (17,765,246) -
Fire 10,713,612 154,096 - - (10,559,516) - (10,559,516) -
Building inspection 4,017,923 2,062,378 134,287 1,733,108 (88,150) - (88,150) -
Emergency dispatch 3,230,298 1,301,826 13,763 - (1,914,709) - (1,914,709) -
Public works 5,543,366 940 - - (5,542,426) - (5,542,426) -
Legislative 347,098 - - - (347,098) - (347,098) -
Community development 19,981,427 1,659 3,206,127 15,187,633 (1,586,008) - (1,586,008) -
Parks and recreation 2,864,223 10,075 233,743 - (2,620,405) - (2,620,405) -
Transportation 17,434,875 64,085 8,704,549 274,530 (8,391,711) - (8,391,711) -
Interest on long-term debt 1,021,815 - - - (1,021,815) - (1,021.815) -
Total governmental activities 102,862,319 17,667,440 14,213,238 21,872,060 (49,109,581) - (49,109,581) -
Business-type activities:
Water 42,089,874 49,903,868 - 99,240 - 7,913,234 7,913,234 -
Sewage Disposal Division 25,185,405 30,169,235 - - - 4,983,830 4,983,830 -
Total business-type activities 67,275,279 80,073,103 - 99,240 - 12,897,064 12,897,064 -
Total primary government $ 170,137,598 $ 97,740,543 $ 14213238 $ 21,971,300 (49,109,581) 12,897,064 (36:212,517) -
Component units:
Downtown Development Authority $ 2,336,347 $ 1,226,697 $ - $ - - - - (1,109,650)
Atwood Stadium Building Authority - - - - - - - -
Economic Development Corporation 244,042 108,343 43,749 47,436 - - - (44,514)
Flint Area Enterprise Community 334,967 - 12,876 - - - - (322,091)
Hurley Medical Center 374,396,459 372,503,295 - - - - - (1,893,164)
Total component units $ 377,311,815 $ 373,838,335 $ 56,625 $ 47,436 - - - (3.369,419)
General revenues:
Property taxes 21,722,352 - 21,722,352 412,068
Income taxes 14,674,274 - 14,674,274 -
State-shared revenue (unrestricted) 13,667,182 - 13,667,182 -
Interest (unrestricted) 445,325 945 446,270 (1,052,987)
Cable franchise fees (unrestricted) 1,084,668 - 1,084,668 -
Other miscellaneous income (unrestricted) 1,203,070 52,537 1,255,607 968,221
Gain on sale of fixed assets 1,046,990 - 1,046,990 -
Total general revenues 53,843,861 53,482 53,897,343 327,302
Transfers 2,990,000 (2,990,000) - -
Change in Net Position 7,724,280 9,960,546 17,684,826 (3,042,117)
Net Position - As restated - Beginning of year (Note 20) 18,762,430 81,308,633 100,071,063 109,916,196
Net Position - End of year $ 26,486,710 $ 91,269,179 $ 117,755,889 $ 106,874,079

The Notes to Financial Statements are an
Integral Part of this Statement. 22 23
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Governmental Funds
Balance Sheet
June 30, 2013

City of Flint, Michigan

Public
Federal Grants Improvement
General Fund Fund Fund Nonmajor Funds Total
Assets
Cash and cash equivalents (Note 4) $ 441,848 $ 214420 $ - $ 258559 $ 914,827
Investments (Note 4) - 937,543 - - 937,543
Receivables (Note 5):
Property taxes receivable 868,389 - 184,192 408,438 1,461,019
Accrued interest receivable - - - 11,195 11,195
Other receivables 3,585,149 7,400 - 24,372 3,616,921
Due from other governmental units 3,304,348 3,963,428 - 1,531,041 8,798,817
Notes and leases receivable - 10,074,000 - 486,338 10,560,338
Due from component units net of
allowance (Note 7) 148,895 550,000 4,901,451 - 5,600,346
Due from other funds (Note 7) - - - 1,812,097 1,812,097
Restricted assets (Note 10) - 380,675 - - 380,675
Pooled cash and investments (Note 3) 642,400 - 2,767,994 11,328,814 14,739,208
Total assets $  8991,029 $ 16,127,466 $ 7,853,637 $ 15860,854 $ 48,832,986
Liabilities and Fund Balances (Deficit)
Liabilities
Accounts payable $ 1,873,197 $ 951,137 $ 3517 $ 877,964 $ 3,705,815
Due to other governmental units 454,952 - - - 454,952
Due to other funds (Note 7) 6,312,097 2,492,039 - 26,556 8,830,692
Advances from other funds (Note 7) 10,800,000 - - - 10,800,000
Deposits and advances - - - 559,723 559,723
Accrued liabilities and other 1,346,253 86,521 166,641 1,938,929 3,538,344
Deferred revenue (Note 5) 1,100,172 11,695,414 184,192 722,980 13,702,758
Other current liabilities - 75611 17 - 75,728
Total liabilities 21,886,671 15,300,722 354,467 4,126,152 41,668,012
Fund Balances (Deficit)
Nonspendable - Long-term receivable - - 4,901,451 - 4,901,451
Restricted:
Roads - - - 4,515,164 4,515,164
Police - - - 1,171,547 1,171,547
Debt service - - - 7,163 7,163
Community development - 826,744 - - 826,744
Capital projects - - 2,597,719 - 2,597,719
Economic development - - - 258,854 258,854
Parks and recreation - - - 104,110 104,110
Building inspections - - - 400,968 400,968
Public safety - - - 5,063,475 5,063,475
Street lighting - - - 213,421 213,421
Unassigned (deficit (12,895,642) - - - (12.895,642)
Total fund balances
(deficit) (12,895,642) 826,744 7,499,170 11,734,702 7,164,974
Total liabilities and
fund balances
(deficit) $  8991,029 $ 16,127,466 $ 7,853,637 $ 15,860,854 $ 48,832,986
The Notes to Financial Statements are an
Integral Part of this Statement. 24

Governmental Funds

ation of the Balance Sheet to the Statement
of Net Position

june 30, 2013

Fund Balance Reported in Governmental Funds $ 7,164,974

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not financial
resources and are not reported in the funds 154,143,889

Other long-term assets are not available to pay for current
period expenditures and therefore are deferred in the funds 12,782,344

Bonds payable and capital lease obligations are not due and
payable in the current period and are not reported in the
funds (30,007,667)

Accrued interest related to governmental activities debt is not
reported in the funds (289,615)

Employee compensated absences are payable over a long
period of years and do not represent a claim on current
financial resources; therefore, they are not reported as fund

liabilities (4,435,256)
Net postemployment benefit obligation is not due and payable
in the current period and is not reported in the funds (129,627,657)
Internal service funds are included as part of governmental
activities _ 16,755,698
Net Position of Governmental Activities $ 26,486,710

The Notes to Financial Statements are an

Integral Part of this Statement. 25
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City of Flint, Michigan City of Flint, Michigan

Governmental Funds Governmental Funds
Statement of Revenue, Expenditures, and Changes in Reconciliation of the Statement of Revenue, Expenditures,
Fund Balances (Deficit) and Changes in Fund Balances (Deficit) of Governmental Funds
Year Ended June 30, 2013 to the Statement of Activities
Year Ended june 30, 2013
Public Nonmajor
Federal Grants  Improvement  Governmental
General Fund Fund Fund Funds Total
Revenue Net Change in Fund Balances - Total Governmental Funds $ 14,432,073
Property taxes $ 6011342 § - 0§ 2055994 $ 11145728 § 19,213,064 o
Income taxes 14,674,274 - - - 14,674,274 Amounts reported for governmental activities in the statement
Licenses and permits 1,557,320 - - 1,853,188 3,410,508 it H .
Federal grants 2,753,854 18,400,485 : 2,667,702 23,822,041 of activities are different because:
State revenue 16,003,433 33,703 - 8,224,888 24,262,024 ) )
Charges for services 11,406,946 1,209 - 186,379 11,594,534 Governmental funds report capital outlays as expenditures;
Fines and forfeitures 2,291,325 - - 124,323 2,415,648 however, in the statement of activities, these costs are
Investment income (loss) 261,004 247,830 719,450 (13,366) 1214918 I d hei . d useful li d s
Other revenue 2,770,960 58,028 . 3,098,994 5927.982 a o(c;ate IoverI their estimated useful lives as depreciation: s 063628
apital outla; K
Total revenue 57,730,458 18,741,255 2,775,444 27,287,836 106,534,993 D P iati Y (|5‘579 05')
epreciation expense 279,
Expenditures i
Current: Net book value of assets disposed of (614,042)
General government 7,999,801 - - - 7,999,801 ) R
Judicial - 68th District Court 4,955,003 - - - 4,955,003 Revenues are recorded in the statement of activities when
Public safety: . H i
earned; they are not reported in the funds until collected or
Police department 23,404,501 51,727 . 1,592,621 25,048,849 s they are P
Combined public safety collectible within 90 days of year end 462,816
department - - - 52,296 52,296
Fire 10,682,234 5,270,130 - - 15,952,364 Increase in net postemployment benefit obligation (1,511,402)
Building inspection 94,170 - - 4,076,364 4,170,534
, bEl_merchY dispatch 3,141,130 - - s515.922 ;é‘l‘égg Repayment of bond principal is an expenditure in the
'ublic works - - - B » i i . PR
Legislative 344,227 B - - 344,227 governmental funds, but not in the statement of activities
Community development 1,946,636 7,425,188 - 7,693 9,379,517 (where it reduces long-term debt) 896,977
Parks and recreation 1,853,475 5,318,080 481,121 675,417 8,328,093
b [ransportation gl . . 9.769.670 9770531 Change in accrued interest is not reported in the funds 7,269
ebt service:
Principal - 343,000 185,000 368,977 896,977 . . .
Interest on long-term deb R 146,639 415,141 476,5% 1,038,376 Decrease in accumulated employee sick and vacation pay and
other similar expenses reported in the statement of activities
Total iture: 54,422,038 18,554,764 1,081,262 22,534,956 96,593,020 .
i do not require the use of current resources, and therefore
Excess of Revenue Over Expenditures 3,308,420 186,491 1,694,182 4,752,880 9,941,973 are not reported in the fund statements until they come due
Other Financing Sources (Uses) for payment 908,705
Proceeds from sale of capital assets 100 - - - 100
Transfers in (Note 7) 2-9‘222?% - 2553 Zégg‘l’;; (T'SQSE) Internal service funds are included as part of governmental
Transfers out (Note 7) : ) ] 028, activities 3,657,107
Total other financing
sources (uses) 2980788 : (726.953) 2,236,265 4,490,100 Change in Net Position of Governmental Activities $ 7,724,280
Net Change in Fund Balances 6,289,208 186,491 967,229 6,989,145 14,432,073
Fund Balances (Deficit) - As restated -
Beginning of year (Note 20) (19,184,850 640,253 6,531,941 4,745,557 (7,267,099)
Fund Balances (Deficit) - Endof year ~ $_(12.895,642) $ 826744 $  7499,170 $ 11734702 $ 7,164,974
The Notes to Financial Statements are an The Notes to Financial Statements are an

Integral Part of this Statement. 26 Integral Part of this Statement. 27
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City of Flint, Michigan City of Flint, Michigan

Proprietary Funds Proprietary Funds
Statement of Net Position Statement of Revenue, Expenses, and Changes in Net Position
June 30, 2013 Year Ended June 30, 2013
Governmental Governmental
Enterprise Funds Activities Enterprise Funds Activities
Proprietary Proprietary
Water Supply Sewage Disposal Internal Service Water Supply Sewage Disposal Internal Service
Division Division Total Fund Division Division Total Fund
Assets
Current assets: ) Operating Revenue
Cash and cash equivalents (Note 4) $ 858,151 $ -8 858,151 § 390,634 Charges for services $ 49,880,827 $ 32025929 $ 81,906756 $ 40,051,431
Receivables: Other miscellaneous revenue 23,041 - 23,041 -
Receivables from sales to customers on account 13,118,422 9,822,528 22,940,950 -
Other receivables 232 155 387 2276 Total operating revenue 49,903,868 32,025,929 81,929,797 40,051,431
Due from other governmental units - 109,866 109,866 -
Due from other funds (Note 7) - - - 7,869,795 Operating Expenses
Inventory 506,621 629,634 1,136,255 169,903 Salaries, wages, and fringe benefits 10,599,599 13,958,050 24,557,649 3,258,387
Prepaid costs - - - 84,152 Utilities 691,373 2,341,204 3,032,577 38,373
Pooled cash and investments (Note 3) 3,452,162 6,956,143 10,408,305 10,871,699 Equipment operation 628,541 699,565 1,328,106 496
Claims and settlements - - - 998,036
Total current assets 17,935,588 17,518,326 35,453,914 19,388,459 Repair and maintenance 220,696 530,681 751,377 295,887
Supplies 934,097 986,642 1,920,739 1,516,507
Noncurrent assets: Insurance - ~ - 389,879
Restricted assets (Note 10) 4,385,534 - 4,385,534 - Professional services 605,606 1,408,472 2,014,078 2,779,794
Advances to other funds (Note 7) 1,000,000 9,800,000 10,800,000 - Miscellaneous 749,641 1,278,943 2,028,584 16,848
/éccrueld i"fefe(:\: reczi;/able - 70,654 70,654 - Costs of materials or services rendered 23,308,800 - 23,308,800 25,731,269
apital assets (Note 6): ; 3,563,937 3,974,076 7,538,013 832,674
Assets not subject to depreciation 1,479,998 565,363 2,045,361 132,616 Depreciation and amortization
Assets subject to depreciation 43,845,546 56,554,239 100,399,785 1,248,040 Total operating expenses 41,302,290 25,177,633 66,479,923 35,858,150
Total noncurrent assets 50,711,078 66,990,256 117,701,334 1,380,656 Operating Income 8,601,578 6,848,296 15,449,874 4,193,281
Total assets 68,646,666 84,508,582 153,155,248 20,769,115 Nonoperating Revenue (Expenses)
Investment (loss) income (7,689) 8,634 945 (28,855)
Interest expense (787,584) - (787,584) (54,309)
Current liabilities: Miscellaneous expenses - (7,772) (7,772) -
Accounts payable 4,295,654 1,317,392 5,613,046 863,888 (Loss) gain on disposal of capital assets - (1,856,694) (1,856,694) 1,046,990
Due to other funds (Note 7) - 851,200 851,200 - Miscellaneous revenue 52,537 - 52,537 -
Deposits and advances 580,684 - 580,684 -
Accrued liabilities and other 676,926 511,645 1,188,571 243,056 Total nonoperating (expenses) revenue (742,736) (1,855,832) (2,598,568) 963,826
Other payables - - - 1,035,455
Claims payable - Current (Note 16) - - - 854,776 Income - Before contributions 7,858,842 4,992,464 12,851,306 5,157,107
i X 2,428,178 274,997 2,703,175 179,854
Current portion of long-term debt (Note 9) Capital Contributions 99.240 _ 99,240 _
Total current liabilities 7,981,442 2,955,234 10,936,676 3,177,029 Transfers Out (Note 7) (1,130,000) (1,860,000) (2,990,000) (1,500,000)

Noncurrent liabilities:

Claims payable (Note 16) B 5 B 641,000 Change in Net Position 6,828,082 3,132,464 9,960,546 3,657,107
Net OPEB obligation (Note 12) 12,547,877 16,726,180 29,274,057 - » L
Lon.term deb (Note %) 21675336 3 31675326 195,388 Net Position - Beginning of year 19,613,929 61,694,704 81,308,633 13,098,591
Total noncurrent liabilities 34,223,213 16,726,180 50,949,393 836,388 Net Position - End of year $ 26442011 § 64,827,168 § 91,269,179 $ 16,755,698
Total liabilities 42,204,655 19,681,414 61,886,069 4,013,417
Net Position
Net investment in capital assets 21,222,030 56,844,605 78,066,635 1,005,414
Restricted:
Debt service 2,384,034 - 2,384,034 -
Capital replacement 2,001,500 - 2,001,500 -
Unrestricted 834,447 7,982,563 8,817,010 15,750,284
Total net position $ 26,442,011 $ 64,827,168 91,269,179 $ 16,755,698
Net Position of Business-type Activities $ 91,269,179
The Notes to Financial Statements are an The Notes to Financial Statements are an

Integral Part of this Statement. 28 Integral Part of this Statement. 29
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City of Flint, Michigan

Cash Flows from Operating Activities
Receipts from customers and users
Payments to vendors
Payments to employees
Internal activity - Payments to other funds

Claims paid
Net cash provided by operating activities

Cash Flows from Noncapital Financing Activities
Loans related to pooled cash received from other funds
Repayments of loans related to pooled cash made to other funds
Transfers to other funds
Repayments of loans from other funds
Payments received on long-term note receivable
Pooled cash receipts to other funds

Net cash (used in) provided by noncapital financing
activities

Cash Flows from Capital and Related Financing Activities
Receipt of capital grants
Proceeds from sales of capital assets
Purchase of capital assets
Principal paid on capital debt

Interest payments

Net cash (used in) provided by capital and related
financing activities

Cash Flows from Investing Activities - Investment (loss) income
Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of year

Cash and Cash Equivalents - End of year

Balance Sheet Classification of Cash and Cash Equivalents
Cash and investments
Restricted cash

Pooled cash

Total cash and cash equivalents

The Notes to Financial Statements are an
Integral Part of this Statement.

Proprietary Funds
Statement of Cash Flows

Year Ended June 30, 2013

Governmental
Enterprise Funds Activities
Sewage
Water Supply Disposal Internal Service
Division Division Total Funds
$ 47,620,772 $ 29,290,360 $ 76911,132 $ 40,052,458
(26,829,143) (5,023,121)  (31,852,264)  (30,654,128)
(9,790,742)  (13,485,958)  (23,276,700) 2,370,631
(910,000) (1,218,300) (2,128,300) -

- - - (3,470,460)
10,090,887 9,562,981 19,653,868 8,298,501
(3,589,658) - (3,589,658) -

- 714,681 714,681 -
(1,130,000) (1,860,000) (2,990,000) (1,500,000)

- - - 871,679

- - - 130,000

- - - 1,940,634
(4,719,658) (1,145,319) (5,864,977) 1,442,313

99,240 - 99,240 -
52,538 - 52,538 1,500,000
(147,462) (1,552,815) (1,700,277) (132,615)
(2,115,000) - (2,115,000) (267,795)
(787,584) - (787,584) (54,309)
(2,898,268) (1,552,815) (4,451,083) 1,045,281
(7,689) 8,634 945 (28,855)
2,465,272 6,873,481 9,338,753 10,757,240
6,230,575 82,662 6,313,237 505,093
$ 8,695847 $ 6,956,143 $ 15,651,990 $ 11,262,333
$ 858,151 $ - $ 858,151 $ 390,634

4,385,534 - 4,385,534 -
3,452,162 6,956,143 10,408,305 10,871,699

$ 8,695847 $ 6,956,143 $ 15,651,990 $ 11,262,333
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City of Flint, Michigan

Reconciliation of Operating Income to Net Cash from
Operating Activities
Operating income
Adjustments to reconcile operating income to net cash from
operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Receivables
Due from others
Inventories
Accounts payable
Estimated claims liability
Accrued and other liabilities
Customer deposits
Net postemployment benefit obligation

Net cash provided by operating activities

The Notes to Financial Statements are an
Integral Part of this Statement.

Proprietary Funds
Statement of Cash Flows (Continued)
Year Ended June 30, 2013

Governmental
Enterprise Funds Activities
Sewage
Water Supply Disposal Internal Service
Division Division Total Fund
$ 8601578 $ 684829 $ 15449874 $ 4,19328I
3,563,937 3,974,076 7,538,013 832,674
(2,283,096) (2,735,569) (5,018,665) 827
- - - 5,264,428
(124,767) - (124,767) 27,216
(538,158) 1,004,086 465,928 87,709
- - - (2,472,224)
481,712 384,141 865,853 364,590
62,536 - 62,536 -
327,145 87,951 415,096 -
$ 10,090,887 $ 9,562,981 $ 19,653,868 $ 8,298,501
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City of Flint, Michigan

City of Flint, Michigan

Assets

Cash and cash equivalents

Investments:
U.S. government obligations
Agency securities
Corporate stocks
Corporate bonds

Receivables:
Property taxes receivable
Accrued interest receivable
Other receivables

Pooled cash and investments

Total assets
Liabilities
Accounts payable
Due to other governmental units

Deposits and advances
Deferred revenue

Total liabilities

Net Position Held in Trust for Pension and Other

Employee Benefits

The Notes to Financial Statements are an
Integral Part of this Statement.
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Fiduciary Funds
Statement of Fiduciary Net Position
June 30, 2013

Pension and
Benefit Trust
Funds Agency Funds
$ 1,12429 $ 1,277,180
902,130 -
10,481,869 -
14,002,249 -
11,720,330 R
- 3,118,765
186,887 -
77,020 30
1,828,785 1,404,766
40323566 $ 5800741
675,057 $ 639,685
- 4,207,304
- 953,752
86,756 -
761,813 $ 5,800,741
$39,561,753

Fiduciary Funds

Statement of Changes in Fiduciary Net Position
Year Ended June 30, 2013

Additions
Investment income (loss):
Interest and dividends
Net increase in fair value of investments
Investment-related expenses

Net investment income

Contributions:
Employer
Employee

Total contributions
Total additions

Deductions
Benefit payments
Refunds of contributions
Administrative expenses
Transfer to MERS

Total deductions
Net Decrease in Net Position Held in Trust

Net Position Held in Trust for Pension and Other Employee Benefits -
Beginning of year

Net Position Held in Trust for Pension and Other Employee Benefits -
End of year

The Notes to Financial Statements are an
Integral Part of this Statement. 33

Pension and
Benefit Trust
Funds

$ 3,173,659
23,543,255

(709,589)
26,007,325

25,682,439
2,592,912
28,275,351
54,282,676
37,825,250
413,842

810,119
476,709,526

515,758,737
(461,476,061

501,037,814

$ 39,561,753
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City of Flint, Michigan

Assets
Cash and cash equivalents
(Note 4)
Investments
Receivables:
Receivables from sales to
customers on account
Accrued interest receivable
Accounts (net of allowance
of $85,376)
Other receivables
Notes and leases receivable
Inventory
Prepaid costs
Restricted assets (Note 10)
Investment in joint ventures
Land held for resale
Capital assets (net of
depreciation) (Note 6)
Cash held with agent
Total assets
Liabilities
Accounts payable
Due to other governmental
units
Due to primary government
Deposits and advances
Accrued liabilities and other
Deferred revenue
Noncurrent liabilities:
Due within one year:
Payable from restricted
assets
Claims payable - Current
(Note 16)
Current portion of long-
term debt (Note 9)
Due in more than one year:
Claims payable (Note 16)
Other noncurrent
liabilities
Net OPEB obligation
Long-term debt (Note 9)

Total liabilities

Net Position

Net investment in capital assets

Restricted:
Community development
Revolving loan program
Donor restricted and other
Restricted for grants

Unrestricted

Total net
position

Component Units
Statement of Net Position
June 30, 2013

Atwood
Downtown Stadium Economic Flint Area
Development Building Development  Enterprise  Hurley Medical
Authority Authority Corporation Community Center Total
$ 223,416 $ 9252 $ 138,117 $ 992,318 $ 10,285039 $ 11,648,142
- - - - 49,444,802 49,444,802
- - - - 70,201,583 70,201,583
- - - - 261,587 261,587
68,804 - 625,533 - - 694,337
- - - - 704,500 704,500
- - - 288,912 - 288,912
- - - - 5,223,959 5,223,959
24,979 - 10,788 - 2,722,102 2,757,869
246,288 - 446,578 - 44,029,977 44,722,843
- - - - 7,029,993 7,029,993
- - - 19,800 3,600,177 3,619,977
14,364,097 - 873,379 1,100 114,811,228 130,049,804
- - 550,000 - - 550,000
14,927,584 9,252 2,644,395 1,302,130 308,314,947 327,198,308
43,439 - 5,285 1,738 19,533,503 19,583,965
100,000 - - - - 100,000
9,167,900 - 698,895 - - 9,866,795
30,095 - 2,505 - - 32,600
9,229 - - - 33,384,285 33,393,514
3,500 - - - - 3,500
- - 446,578 - - 446,578
- - - - 3,779,561 3,779,561
- - - - 5,608,530 5,608,530
- - - - 38,268,025 38,268,025
- - - - 3,268,705 3,268,705
- - - - 3,432,051 3,432,051
- - - - 102,540,405 102,540,405
9,354,163 - 1,153,263 1,738 209,815,065 220,324,229
5,449,874 - 873,379 1,100 30,840,844 37,165,197
- - - 96,691 - 96,691
- - 759,105 1,201,566 - 1,960,671
- - - - 5618014 5,618,014
37,837 - - - - 37,837
85,710 9,252 (141,352) 1,035 62,041,024 61,995,669
$ 5573421 $ 9,252 $ 1,491,132 $ 1,300,392 $ 98,499,882 $ 106,874,079

Integral Part of this Statement.

The Notes to Financial Statements are an
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City of Flint, Michigan

Functions/Programs

Downtown Development Authority:
Governmental activities -
Development administration
Business-type activities - Parking

Atwood Stadium Building Authority
Economic Development Corporation
Flint Area Enterprise Community

Hurley Medical Center

Total component units

Program Revenues

Component Units
Statement of Activities
Year Ended June 30, 2013

Net (Expense) Revenue and Changes in Net Assets

Operating Capital Grants
Charges for Grants and and
Expenses Services Contributions  Contributions
$ 306,725 -3 - % -
2,029,622 1,226,697 - -
244,042 152,092 - 47,436
334,967 - 12,876 -
374,396,459 372,503,295 - -
$377,311,815 $373,882,084 $ 12,876 $ 47,436

General revenues:
Property taxes
Unrestricted investment earnings
Unrestricted other revenues

Total general revenues
Change in Net Position
Net Position - Beginning of year

Net Position - End of year

The Notes to Financial Statements are an

Integral Part of this Statement.

35

Downtown Atwood Stadium Economic Flint Area
Development Building Development Enterprise Hurley Medical
Authority Authority Corporation Community Center Total
$ (306,725) $ -3 -8 - % -3 (306,725)
(802,925) - - - - (802,925)
- - (44,514) - - (44,514)
- - - (322,091) - (322,091)
- - - - (1,893,164) (1,893,164)
(1,109,650) - (44,514) (322,091) (1,893,164) (3,369,419)
412,068 - - - - 412,068
300 - 39,756 70,432 (1,163,475) (1,052,987)
25,027 - 2,165 1,882 939,147 968,221
437,395 - 41,921 72,314 (224,328) 327,302
(672,255) - (2,593) (249,777) (2,117,492) (3,042,117)
6,245,676 9,252 1,493,725 1,550,169 100,617,374 109,916,196
$ 5573421 $ 9,252 $ 1,491,132 $ 1,300,392 $ 98,499,882 $ 106,874,079
36
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City of Flint, Michigan

Notes to Financial Statements
june 30, 2013

Note | - Nature of Business and Significant Accounting Policies

The accounting policies of the City of Flint (the "City") conform to accounting principles
generally accepted in the United States of America (GAAP) as applicable to
governmental units. The following is a summary of the significant accounting policies
used by the City of Flint.

Reporting Entity

The City of Flint is a municipal corporation currently governed and administered by an
emergency manager (EM) appointed pursuant to state statute by the governor of the
state of Michigan. The accompanying financial statements present the government and
its component units, entities for which the government is considered to be financially
accountable. Although blended component units are legally separate entities, in
substance they are part of the government's operations. The aggregate discretely
presented component units are reported in a separate column in the government-wide
financial statements (see note below for description) to emphasize that they are legally
separate from the government.

Blended Component Units

The Flint Employees' Retirement System (FERS) is a defined benefit pension plan that
provides retirement benefits to certain City retirees. The FERS was established and is
governed by City ordinance, with the board of trustees comprised of City officials and
retirees. The FERS is reported as a Pension Trust Fiduciary Fund. During the year
ended June 30, 2013, the board was disbanded and the investments in FERS were
transferred out to Municipal Employees' Retirement Systems (MERS). The FERS fund
was closed and MERS will not take on the fiduciary responsibility of the plan.

The City of Flint Retirees Health Care Plan and Trust is a defined benefit plan that
provides retiree healthcare benefits to certain City retirees. The Health Care Plan and
Trust was established and is governed by City ordinance, with the board of trustees
comprised of City officials and two members from each participating collective
bargaining unit. The plan is reported as a Benefit Trust Fiduciary Fund.

Discretely Presented Component Units

The Atwood Stadium Building Authority (the "Stadium Authority") serves all citizens and
is responsible for major capital improvements to Atwood Stadium, a recreational facility
serving the citizens of the City. The City appoints a majority of the governing board and
all surplus funds existing at the termination of the Stadium Authority vest to the City.
The Stadium Authority is presented as a governmental activity.
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City of Flint, Michigan

Notes to Financial Statements
june 30, 2013

Note | - Nature of Business and Significant Accounting Policies

(Continued)

The Flint Downtown Development Authority (the "DDA") was created under state law
to promote and rehabilitate the downtown area. The DDA sponsors downtown events
and manages parking facilities. State law provides for a specific tax levy for the
operations of the DDA. The City appoints the board and has to approve the annual
budget and the issuance of any debt. Any surplus funds remaining at the termination of
the DDA vest to the City. The DDA has both governmental and business-type activities.

The City of Flint Economic Development Corporation (the "Corporation") was created
under state law to provide financing and development opportunities for businesses
located within the City. The City appoints the board. The Corporation provides loans
to start-up or expanding businesses and manages rental property that leases space to
commercial and light industrial manufacturing companies. Surplus funds existing at the
termination of the Corporation vest to the City. The Corporation has both
governmental and business-type activities.

The Flint Area Enterprise Community (FAEC) is a non-profit organization, established
under state law. FAEC is responsible for coordinating and implementing a strategic plan
to advocate and develop business and community development in a federally designated
zone that includes portions of Mt. Morris Township and the City of Flint. The City
appoints a majority of the board of directors, provides the majority of its funding for
operations, and any assets remaining at the cessation of its operating activities would be
returned to the City of Flint. The FAEC is presented as a governmental activity. The
FAEC plans to cease operations during the fiscal year ending 2014. They are currently
working with the State to determine which organization will take over the loans.

Hurley Medical Center (HMC or the "Medical Center") provides inpatient, outpatient,
and emergency care services in Genesee and surrounding counties. The financial
statements present HMC and its wholly owned subsidiary, Hurley Health Services, Inc.,
on a consolidated basis. HMC is the sole member of Hurley Health Services, Inc. (HHS),
a municipal support organization organized on a non-profit, non-stock membership
basis. HHS, on a consolidated basis, is comprised of two non-profit entities (HHS and
The Hurley Clinics, THC) and one “for-profit” corporation (Hurley Practice
Management Services). HHS began operations January |, 1998. The City appoints the
board of directors and there is an ongoing financial benefit/burden relationship between
the City and Hurley Medical Center. HMC is presented as a governmental activity.
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City of Flint, Michigan

Notes to Financial Statements
june 30, 2013

Note | - Nature of Business and Significant Accounting Policies

(Continued)

Complete financial statements for the following individual component units may be
obtained at the entity's administrative offices. Complete financial statements for
Atwood Stadium Building Authority are not available. Due to the nature of the
operations of Atwood Stadium Building Authority, there is no difference in the assets
and liabilities, and equity reported between the fund and government-wide statements.
Therefore, fund financial statements are not presented.

Flint Downtown Flint Economic Flint Area
Development Authority Development Corporation Enterprise Community
Suite 206 1101 S. Saginaw Street 805 Welch Boulevard
412 S. Saginaw Street Flint, Michigan 48502 Flint, Michigan 48504

Flint, Michigan 48502

Hurley Medical Center
One Hurley Plaza
Flint, Ml 48503

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government and its component units. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for
support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include (I) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and (2)
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds and major individual enterprise
funds are reported as separate columns in the fund financial statements.

39

City of Flint, Michigan

Notes to Financial Statements
june 30, 2013

Note | - Nature of Business and Significant Accounting Policies

(Continued)

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund,
pension trust fund, and component unit statement of net position and statement of
activities. Revenue is recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Property taxes are recognized
as revenue in the year for which they are levied. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been
met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue is
recognized as soon as it is both measurable and available. Revenue is considered to be
available when it is collectible within the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days for
property taxes and 90 days of the end of the current fiscal period for all other revenues.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated
absences, and claims and judgments are recorded only when payment is due.

Property taxes, income taxes, licenses, and charges for services associated with the
current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the
government.

The government reports the following major governmental funds:

e The General Fund is the government’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be
accounted for in another fund.

e The Federal Grants Fund accounts for entitlement and specific purpose grants
received from the U.S. Department of Housing and Urban Development and other
grantors.

e The Public Improvement Fund was established to account for the annual 2 1/2 mill
tax levy reserved by Section 7 201 of the City Charter for capital improvements and
servicing of general obligation debt.
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The government reports the following major proprietary fund:

e The Water Supply and Sewer Disposal System are divisions of the City’s Department
of Public Works. Separate funds are maintained for the operations of the water
distribution system and sewage pumping and collection systems and the sewer
treatment plant.

Additionally, the government reports the following internal service and fiduciary
activities:

o |Internal service funds account for data processing, self insurance, fleet, and fringe
benefits services provided to other departments or agencies of the government, or
to other governments, on a current cost reimbursement basis.

e Pension trust and benefit trust funds account for the activities of the five different
funds utilized to pay retirement, death, and healthcare benefits for the City of Flint
and Hurley Medical Center retirees. These funds accumulate resources for pension
and healthcare benefits financed by both employer and employee contributions.

e Agency funds are custodial in nature (assets equal liabilities) and do not involve the
measurement of results of operations.

Pension and benefit trust funds and agency funds are reported as fiduciary funds and are
not included in the government-wide statement of net position and statement of
activities.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are charges
between the City’s water and sewer function and various other functions of the City.
Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

When an expense is incurred for purposes for which both restricted and unrestricted
net position or fund balance are available, the City's policy is to first apply restricted
resources. When an expense is incurred for purposes for which amounts in any of the
unrestricted fund balance classifications could be used, it is the City's policy to spend
funds in this order: restricted, committed, assigned, and unassigned.

Proprietary funds distinguish operating revenue and expenses from nonoperating items.
Operating revenue and expenses generally result from providing services in connection
with a proprietary fund's principal ongoing operations. Operating expenses for
proprietary funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as nonoperating revenue and expenses.
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Property Tax Revenue

Property taxes are levied on each July | on the taxable valuation of property as of the
preceding December 3. Taxes are considered delinquent on March | of the following
year, at which time penalties and interest are assessed.

Taxes on the operating, public improvement, parks, public safety, and neighborhood
police levies are billed July | and may be paid in three equal installments due by July 31,
October 31, and February 28, following the levy date. Taxes on the paramedic service
levy are billed on December | and due in one installment by February 28. Property tax
receivables are recorded as a receivable and offsetting deferred revenue when levied
and due. Property taxes are recognized as revenues when collected or when
considered measurable and available. The City considers property taxes as available if
they are collected within 60 days after year end.

The 2013 taxable valuation of the City totaled $968 million. Taxes were levied as
follows:

Purpose Millage Rate Revenue
General operating 7.5 $ 6,000,349
Public improvement 2.5 2,055,994
Parks and recreation 5 406,560
Public safety 6.0 5,130,137
Neighborhood police 2.0 1,644,638
Total 185 $ 15,237,678

Cash and Cash Equivalents

The City's cash and cash equivalents include cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of
acquisition.

Pooled Cash and Investments

Cash resources of certain individual funds are combined to form a pool of cash and
investments which is managed by the city treasurer. Investments in the pooled cash and
investments account consist primarily of certificates of deposit with a maturity date

greater than three months from the date acquired by the City, top grade commercial
paper and government securities, and money market funds, and are carried at fair value.
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At June 30, 2013, some funds have overdrawn their share of the pooled cash and
investments. Fund overdrafts of pooled cash and investments are reported as an
interfund liability of that fund. Management has selected the Water Supply Division,
Sewage Disposal Division, Major Streets Fund, Local Streets Fund, Neighborhood
Policing Fund, Building Department Fund, Data Processing Fund, Fringe Benefits Fund,
Central Maintenance Garage Fund, and Self-insurance Fund to report the interfund
receivable. Accordingly, the above-mentioned funds' pooled cash and investment
balance, as reported on the financial statement, have been decreased by the amounts
receivable from the other City funds with an overdraft.

Interest income earned as a result of pooling cash and investments is distributed to the
participating funds monthly utilizing a formula based on the average daily balance of each
fund's share of the total pooled cash and investments. Funds that have overdrawn their
share of pooled cash and investments are charged interest costs.

For the purpose of the statement of cash flows, pooled cash and investments have been
considered as cash and cash equivalents.

Investments

Investments for the City, as well as for its component units, are stated at fair market
value (national or international exchange rates). Investments that do not have an
established market are reported at estimated fair market value. Gains or losses on
investments sold or exchanged are recognized when the transactions are completed
(settlement date). Certificates of deposit with a maturity date of greater than three
months at time of purchase are recorded as investments on the financial statements.

Receivables and Payables

In general, outstanding balances between funds are reported as “due to/from other
funds.” Activity between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as “advances
to/from other funds.” Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial
statements as “internal balances.”

All trade, notes, contracts, and property tax receivables are shown net of an allowance
for uncollectibles.
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Inventories and Prepaid Items

Inventories in the enterprise and internal service funds consist of supplies held for use
and are valued at the lower of cost or market using the first-in/first-out (FIFO) method.
Inventories of governmental funds are valued at cost and are recorded as expenditures
when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items in both government-wide and fund financial statements.

Deferred Revenue

Deferred revenue represents monies that do not yet meet the criteria for revenue
recognition. Unearned amounts are always reported as deferred revenue. In
governmental funds, earned amounts are also reported as deferred revenue until they
are available to liquidate liabilities of the current period.

Restricted Assets

These assets are restricted through bond or grant agreements or represent donated
assets whose disposition is specified by the donor. Restricted assets recorded in the
Federal Grants Fund are restricted through grant agreements.

Restricted assets recorded in the Hurley Medical Center discretely presented
component unit consist of:

e Proceeds of debt issues and funds of HMC deposited with a trustee and limited to
use in accordance with the requirements of an indenture

o Assets restricted by outside donors

Restricted assets recorded in the Water Supply Enterprise Fund consist of amounts set
aside for equipment replacement and debt service as required by the Drinking Water
Revolving Fund Revenue Bonds.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial,
individual cost of more than $5,000 (amount not rounded) and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation.
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Interest incurred during the construction of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed. Hurley Medical
Center reported one construction project in progress during the current year, the
installation of a new clinical information system.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Buildings 50 years
Building improvements 40 to 50 years
Improvements other than buildings 5 to 50 years
Land improvements 5 to 50 years
Public domain infrastructure 10 to 50 years
Water and sewer infrastructure 10 to 75 years
Machinery and equipment 3 to 20 years
Other furnishings 5to 7 years

Compensated Absences

It is the government's policy to permit employees to accumulate earned but unused
vacation and sick pay benefits. Employees accumulate sick leave credit bi-weekly based
on the various bargaining unit agreements. Sick leave may accumulate indefinitely. Upon
retirement or death, the first 480 hours of accrued sick leave are paid in full at the
employee's current pay rate. The next 480 hours are forfeited by the employee, except
for certain police employees who are paid for these hours at half the employee's current
rate. All accrued hours in excess of 960 are paid at half the employee's current rate.
Employees earn annual vacation leave bi-weekly at various rates based on bargaining unit
and seniority. Each bargaining unit and seniority level determines the cap on the number
of hours that can be accrued for annual vacation leave. Vacation leave is paid at the
employee's current pay rate when used or upon retirement. All vacation pay is accrued
when incurred in the government-wide, proprietary, and fiduciary fund financial
statements. A liability for these amounts is reported in governmental funds only if they
have matured, for example, as a result of employee resignations and retirements.
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Long-term Obligations and Interest Payments

In the government-wide financial statements and the proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or proprietary
fund-type statement of net position. Bond premiums and discounts, as well as issuance
costs, are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of
the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources. Issuance costs are reported as debt service
expenditures.

Pension and Retiree Healthcare Benefits

The City offers both pension and retiree healthcare benefits to retirees. The City
receives an actuarial valuation to compute the annual required contribution (ARC)
necessary to fund the obligations over the remaining amortization period. In the
governmental funds, pension and OPEB costs are recognized as contributions are made.
For the government-wide statements and proprietary funds, the City reports the full
accrual cost equal to the current year required contribution, adjusted for interest and
“adjustment to the ARC” on the beginning of year underpaid amount, if any.

Fund Equity

In the fund financial statements, governmental funds report the following components of
fund balance:

o Nonspendable: Amounts that are not in spendable form or are legally or contractually
required to be maintained intact

e Restricted: Amounts that are legally restricted by outside parties, constitutional
provisions, or enabling legislation for use for a specific purpose

e Committed: Amounts that have been formally set aside by the City for use for
specific purposes. Commitments are made and can be rescinded only by the
emergency manager.

e Assigned: Intent to spend resources on specific purposes expressed by the
emergency manager
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e Unassigned: Amounts that do not fall into any other category above. This is the
residual classification for amounts in the General Fund and represents fund balance
that has not been assigned to other funds and has not been restricted, committed, or
assigned to specific purposes in the General Fund. In other governmental funds, only
negative unassigned amounts are reported, if any, and represent expenditures
incurred for specific purposes exceeding the amounts previously restricted,
committed, or assigned to those purposes.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the period. Actual results could
differ from those estimates.

Hurley Medical Center - Cost-based Reimbursement

Patient accounts receivable at June 30, 2013 and revenues for the year then ended
include estimated amounts due from various third-party payors which are computed in
accordance with their respective reimbursement formulas.

In addition, the Medical Center has established an estimated allowance for uncollectible
accounts of approximately $41,300,000 for 2013.

Hurley Medical Center - Revenues and Expenses Accounting Policy
Net patient service revenue:

Net patient service revenue is reported at the estimated net realized amounts from
patients and third-party payors for services rendered, including estimated retroactive
adjustments under reimbursement agreements with third-party payors. Retroactive
adjustments are accrued on an estimated basis in the period the related services are
rendered and adjusted in future periods as final settlements are determined.
Approximately 79 percent of the Medical Center's revenues are based on participation
in the Blue Cross/Blue Shield, Medicare, and Medicaid programs for the year ended
June 30, 2013.

Charity care:

The Medical Center provides care without charge to patients who meet certain criteria
under its charity care policy. Because the Medical Center does not pursue collection of
amounts determined to qualify as charity care, they are not reported as revenue. The
eligibility criteria are based on levels of income.
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Estimated self-insured malpractice costs:

The provision for estimated self-insured medical malpractice claims includes estimates of
the ultimate costs for both reported claims and claims incurred but not reported. The
estimate for claims incurred but not reported is based on an actuarial determination.

Note 2 - Stewardship, Compliance, and Accountability

Budgetary Information

The City followed these procedures in establishing the budgetary data reflected in the
financial statements:

e On April 24, 2012, the emergency manager signed Order No. |7, adopting the
operating budget for the fiscal year commencing the following July |. The legally
adopted operating budgets included expenditures and the means of financing them
for the General and Special Revenue Funds (these funds are required to have budgets
per Michigan law). Informational summaries of projected revenue and expenditures/
expenses were provided for all City funds, as well as estimated total costs and
proposed methods of financing all capital construction projects.

Department heads are authorized to transfer budgeted amounts with departmental
appropriation accounts, except those that affect salaries and wages accounts, and
revisions that alter the total expenditures of any budgetary level (as indicated above)
were to be approved by the emergency manager and the State of Michigan
Department of Treasury.

Formal budgetary integration was employed as a management control device during
the year for all budgetary funds. Also, all budgets, except for the Federal Grants
Fund, were adopted on a basis consistent with generally accepted accounting
principles. The budget for the Federal Grants Fund includes grant revenue and
expenditures which were passed through to other City funds and recorded as
revenue and expenditures in the grant receiving fund. For the fund financial
statements, the Federal Grants Fund includes only those revenue and expenditures
incurred directly by that fund.

e Budget appropriations lapse at year end, except for certain projects which are
appropriated on a project length basis.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g.,
purchase orders, contracts) outstanding at year end do not constitute expenditures or
liabilities because the goods or services have not been received as of year end; the
commitments will be reappropriated and honored during the subsequent year.
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Noncompliance with Rules and Regulations

In order to maintain operations at the City, various funds have needed to borrow from
funds that have restricted sources. Over time, these amounts have accumulated with no
plan for repayment.

Excess of Expenditures Over Appropriations

The following funds incurred significant expenditures in excess of appropriations at the
department level during the year (defined as greater than 10 percent over budget):

Actual Over
Amended
Final Budget Actual Budget
Public Improvement Fund - Parks and
recreation $ 230,000 $ 481,121 $ 251,121

The variances over budget in these departments were caused by expenditures in excess
of budget in which the budget was not amended.

Fund Deficits

The City has accumulated over several years an unassigned fund balance in the following
funds:

Unassigned
Fund Balance
Deficit
Primary government - General Fund $ 12,895,642
Component unit - Downtown Development Authority 361,674

The deficit in these funds was caused by expenditures in excess of revenue.

The following special revenue funds did not adopt a budget: Atwood Stadium Fund, City
Park Fund, and Longway Park Fund.

Note 3 - Pooled Cash and Investments

The City maintains a cash and investment pool that is available for use by all funds. Each
fund types’ portion of this pool is displayed on the combined balance sheet as "pooled
cash and investments."
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The pooled cash and investments account at June 30, 2013 is comprised of the
following:

Cash deposits and restricted cash $ 25,455,778
Investments 18,182,519
Total $ 43638297

A summary of the amount of equity in the pooled cash and investments account or the
amount due to the other funds at June 30, 2013 is as follows:

Pooled Cash and

Investments
General Fund $ 642,400
Special Revenue Funds:
Major Streets Fund 1,553,341
Local Streets Fund 175,753
Federal Grants Fund -
Public Safety Fund 5,314,276
Neighborhood Policing Fund 277,207
Street Light Fund 674,949
EDA Revolving Loan Fund 405
Atwood Stadium Fund 6,788
Parks and Recreation 178,910
Senior Citizen Center -
City Park Fund 8,399
Longway Fund 9,371
Building Department Fund 452,019
Garbage Fund 1,161,642
Public Improvement 2,767,994
State Act 251 Forfeitures 1,508,591
Debt Service Funds:
Windmill Place Debt Service Fund 6,520
Buick City Debt Service Fund 643
Enterprise Funds:
Water Supply Division Fund 7,837,696
Sewer Fund 6,956,143
Internal Service Funds:
Fringe Benefit Fund 5,931,959
Central maintenance garage 1,302,047
Self-insurance 1,835,382
Data processing 1,802,311
Pension Trust Fund - Retiree Health Care Fund 1,828,785
Agency funds:
County EDA -
Miscellaneous agency funds 1,404,766
Total $ 43638297
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Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes
local governmental units to make deposits and invest in the accounts of federally insured
banks, credit unions, and savings and loan associations that have offices in Michigan. The
law also allows investments outside the state of Michigan when fully insured. The local
unit is allowed to invest in bonds, securities, and other direct obligations of the United
States or any agency or instrumentality of the United States; repurchase agreements;
bankers’ acceptances of United States banks; commercial paper rated within the two
highest classifications, which matures not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions, which are rated as
investment grade; and mutual funds composed of investment vehicles that are legal for
direct investment by local units of government in Michigan.

The Pension Trust Fund, whose funds are now with MERS as of June 30, 2013, and the
Retiree Health Care Fund are also authorized by Michigan Public Act 314 of 1965, as
amended, to invest in certain reverse repurchase agreements, stocks, diversified
investment companies, annuity investment contracts, real estate leased to public
entities, mortgages, real estate (if the trust fund's assets exceed $250 million), debt or
equity of certain small businesses, certain state and local government obligations, and
certain other specified investment vehicles.

The investment policy adopted by the City Council, in accordance with Public Act 196
of 1997, is in accordance with statutory authority.

The City’s investment policy authorizes the City and its component units to invest in
obligations of the U.S. Treasury and obligations of U.S. agencies, whereby the principal
and interest are fully guaranteed by the United States, deposit agreements with federally
insured financial institutions within the state of Michigan, high grade commercial paper,
repurchase agreements secured by obligations of the U.S. government and U.S.
agencies, bankers' acceptances of U.S. banks, and mutual funds comprised of the above
authorized investments.

The City’s investment policy further requires that investments held in the Pooled
Investment Fund be limited by the investment type and financial institution. These
investment limitations do not affect the investments of the Pension Benefit Trust of the
City’s component units. The City’s pooled cash investments are limited as follows:

o Negotiable certificates of deposit cannot exceed 25 percent of investment holdings.

e Commercial paper cannot exceed 50 percent of investment holdings.

e Bankers' acceptances cannot exceed 10 percent of investment holdings.

e Mutual funds cannot exceed 15 percent of investment holdings.

o Bankers' acceptances cannot exceed a maturity of 270 days.

e Bankers' acceptances in one financial institution cannot exceed 10 percent of
investment holdings.
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e Commercial paper holdings of any one corporation cannot exceed |0 percent of
investment holdings.

The City was in compliance with all aspects of its investment policy at June 30, 2013.

Hurley Medical Center’s chief financial officer controls the Medical Center Enterprise
Fund’s investing. HMC limits any single investment to |0 percent (except cash or U.S.
treasuries) and combined mortgage-backed securities to less than 50 percent of
holdings. HMC also must adhere to donor restrictions on the investing of any restricted
funds received.

The City deals only with qualified banks and primary investment firms that adhere to the
specific guidelines established by industry practice for repurchase agreements. The
City’s cash and investments are subject to several types of risk, which are examined in
more detail below.

No single investment of the City exceeded 5 percent of the investment portfolio at
June 30, 2013.

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s
deposits may not be returned to it. The City does not have a deposit policy for
custodial credit risk. At year end, the City’s bank deposits (certificates of deposit,
checking, and savings) in the name of the City totaling $34,584,584 were uninsured and
uncollateralized. The City believes that due to the dollar amounts of cash deposits and
the limits of FDIC insurance, it is impractical to insure all deposits. As a result, the City
evaluates each financial institution with which it deposits its funds and assesses the level
of risk of each institution; only those institutions with an acceptable estimated risk level
are used as depositories.
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Custodial Credit Risk of Investments

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the
City will not able to recover the value of its investments or collateral securities that are
in the possession of an outside party. The City does not have a policy for custodial
credit risk. The City's investments are not subject or exposed to custodial credit risk.
HMC does have a deposit policy for custodial credit risk that requires the investments
be held by a nationally chartered custodian bank. The chief investment officer shall
select the custodian bank based on various factors including bank stability. HMC's
balance of investment securities that were uninsured and unregistered held by the
counterparty or by its trust department is as follows:

City of Flint, Michigan

Investment Type Carrying Value How Held
Primary government:
U.S. government or agency bonds $ 3,753,392 Counterparty trust dept.
Corporate bonds 6,190,632 Counterparty trust dept.
Mutual funds 13,512 Counterparty
Fiduciary fund - Corporate stocks 558,778 Counterparty trust dept.
Component unit:
U.S. government or agency bonds 55,025,765 Counterparty trust dept.
Corporate stocks 13,443,471 Counterparty trust dept.
Corporate bonds 11,783,330 Counterparty trust dept.
Repurchase agreements 14,135 Counterparty
Mutual funds 342,349 Counterparty
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Interest Rate Risk

Interest rate risk is the risk that the value of investments will decrease as a result of a
rise in interest rates. The City’s investment policy for investment of general City monies
limits investments in securities with maturities greater than five years to 15 percent of
the balance available to invest. Hurley Medical Center’s investment policy indicates that
each investment account should approximate the duration of its specific benchmark
within a range of 80 to 120 percent. As of June 30, 2013, the following securities were
subject to interest rate risk:

Weighted
Average
Maturity
Investment Fair Value (Years)
Primary Government
U.S. government or agency bonds $ 3,753,392 2.24
Corporate bonds 6,190,632 0.06
Money market funds 4,025,594 < | year
Total $ 13,969,618
Component Units
U.S. government agency securities $ 55,025,765 3.72
GNMA pool 34,796 7.90
U.S. government CMOs 21,664,881 23.18
Corporate bonds 11,783,330 3.84
Money market funds 30,146,068 < | year
Repurchase agreement 14,135 < | year
Total $ 118,668,975
Credit Risk

Credit risk is the risk that the government will not be able to recover the value of its
securities. The City follows State law, which limits investments in commercial paper to
the top two ratings issued by nationally recognized statistical rating organizations. The
City has no investment policy that would further limit its investment choices for general
City funds. The Pension Fund is allowed to invest in longer maturity corporate bonds in
accordance with State law.
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As of June 30, 2013, the following are credit quality ratings of the City’s debt securities
obtained from the Standard & Poor's rating system:

Rating
Investment Fair Value Rating Organization
Primary Government
U.S. government bonds $ 883,623 AAA S&P
U.S. government bonds 2,869,769 AA+ S&P
Corporate bonds 6,190,632 Al S&P
Mutual funds 13,512 AAA/AA S&P
Fixed income 73,947 AAA/AA S&P
Money market 524,359 Al/A2 S&P
Money market 60,396 AAA S&P
Money market 3,366,893 AAA/AA S&P
Total $ 13,983,131
Component Units
U.S. agency bonds $ 5,677,688 AAA Fitch
U.S. government CMOs 21,664,881 Not Rated Not Rated
Corporate bonds 586,593 AAA S&P
Corporate bonds 4,181,609 AA+/A- S&P
Corporate bonds 5,473,295 BBB+/B- S&P
Corporate bonds 297,104 CCC+/CCC S&P
Corporate bonds 1,244,729 Not Rated Not Rated
Money market funds 30,146,068 Not Rated Not Rated
Repurchase agreement 14,135 Not Rated Not Rated

Total $ 69,286,102

Securities Lending Agreement

As permitted by State statutes and under the provisions of a securities lending
authorization agreement, the City’s Pension System (the "System”) lends securities to
broker dealers and banks for collateral that will be returned for the same securities in
the future. The System’s custodial bank manages the securities lending program and
receives cash as collateral. The custodial bank does not have the ability to pledge or sell
collateral securities unless the borrower defaults. Borrowers are required to deliver
collateral for each loan equal to not less than 102 percent of the market value of the
loaned securities. During fiscal year 2013, prior to the System's assets being transferred
to MERS, the System was participating in the securities lending program. As of June 30,
2013, the System is using MERS as the custodian and therefore no longer participates in
the securities lending program.

55

City of Flint, Michigan

Notes to Financial Statements
june 30, 2013

Note 4 - Deposits and Investments (Continued)

The City of Flint Economic Development Corporation’s cash is subject to one type of
risk, which is examined in more detail below:

Custodial credit risk is the risk that in the event of a bank failure, EDC’s deposits may
not be returned to it. The government does not have a deposit policy for custodial
credit risk. At year end, EDC had no bank deposits (certificates of deposit, checking,
and savings accounts) that were uninsured and uncollateralized. As a result, the City
evaluates each financial institution with which it deposits funds and assesses the level of
risk of each institution; only those institutions with an acceptable estimated risk level
are used as depositories.

The Flint Area Enterprise Community’s cash is subject to one type of risk, which is
examined in more detail below:

Custodial credit risk of bank deposits:

Custodial credit risk is the risk that in the event of a bank failure, FAEC’s deposits may
not be returned to it. FAEC has a deposit policy for custodial credit risk. At year end,
FAEC had $493,243 of bank deposits (checking and savings accounts) that were
uninsured and uncollateralized. FAEC believes that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a
result, FAEC evaluates each financial institution with which it deposits funds and
assesses the level of risk of each institution; only those institutions with an acceptable
estimated risk level are used as depositories.

The Flint Downtown Development Authority’s cash and investments are subject to
various types of risk, which are examined in more detail below:

Custodial credit risk of bank deposits:

Custodial credit risk is the risk that in the event of a bank failure, DDA's deposits may
not be returned to it. DDA does not have a deposit policy for custodial credit risk. At
year end, DDA had no bank deposits (certificates of deposit, checking, and savings
accounts) that were uninsured and uncollateralized.

Credit risk:

State law limits investments in commercial paper to the top two ratings issued by
nationally recognized statistical rating organizations. DDA has no investment policy that
would further limit its investment choices. As of year end, the credit quality ratings of
debt securities (other than the U.S. government) are as follows:

Fair Value Rating

Investment - Money market $ 238,354 Not Available
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Note 5 - Receivables and Deferred Revenue Note 6 - Capital Assets
Receivables as of year end for the City’s individual major funds and nonmajor, internal Capital asset activity of the City's governmental and business-type activities for the year
service, and fiduciary funds in the aggregate, including the applicable allowances for was as follows:
uncollectible accounts, are as follows: Balance Balance
Governmental Activities July 1,2012 Additions Disposals June 30,2013
Nonmajor,

Internal Capital assets not being depreciated:

Service, Component Land $ 14313536 $ -8 - $ 14313536
Public Fiduciary Unit - Hurley Construction in progress - 132,616 - 132,616
Federal Improvement  Funds, and Sewage Medical
General Fund  Grants Fund Fund Agency Funds  Total Water Supply  Disposal Total Center Subtotal 14,313,536 132,616 - 14,446,152
Receivables: ) ) .
Property taxes receivable $ 2,767,533 $ - $ 184192 $ 3527203 $ 6478928 $ -8 B -8 - Capital assets being depreciated:
Receivables from sales to Roads and sidewalks 369,668,151 3,900,775 (161,026) 373,407,900
customers on account - - - - . 14054422 10597528 24,651,950 70,201,583 Buildings and improvements 22,958,138 46,750 . 23,004,888
Accrued interest Machinery and equipment 32,643,402 983,687 (3,330,492) 30,296,597
receivable - - - 198,082 198,082 - - - 261,587 Land improvements 14,605,010 - R 14,605,010
Gross receivables -
Other receivables 4,114,790 7,400 - 103698 4,225,888 X7 155 387 704,500 Subtotal 439.874.701 4931212 (491.518) 441,314,395
Due from other g g 0 » b » » 5
governmental units 3,304,348 3,963,428 9,167,900 1,531,041 17,966,717 - 109,866 109,866 Accumulated depreciation:
Lomores and leases . 10074000 . 486338 10360338 ’ ’ ’ ’ Roads and sidewalks 233,169,408 13,113,510 (161,025 246,121,893
uncollectibles (2,428,785) - (4.266,449) - (6,695.234) (936,000) (775.000)  (1,711,000) - Buildings and improvements 17,146,379 446,904 - 17,593,283
Machinery and equipment 26,817,971 1,558,925 (2,716,451) 25,660,445
i 10,400,669 459,712 - 10,860,381
Net receivables $ 7,757,886 $ 14044828 $ 5085643 § 5846362 $32734719 $13,118654 $ 9,932,549 $23,051203 § 71,167,670 Land improvements
Subtotal 287,534,427 15,579,051 (2,877,476) 300,236,002
Governmental funds report deferred revenue in connection with receivables for Net capital assets being depreciated 152,340.274 (10,647,839) (614042) 141,078,393

revenues that are not considered to be available to liquidate liabilities of the current

- o . X - : $ 166653810 $  (10515223) $ 614,042) $ 155,524,545
period. Governmental funds also defer revenue recognition in connection with Net capital assets ( ) ( )
resources that have been received, but not yet earned. At the end of the current fiscal Balance Balance
year, the various components of deferred revenue and unearned revenue reported in Business-type Activities July 1,2012  _Reclassification  __ Additions Disposals _ _June 30, 2013
the governmental funds were as follows: Capital assets not being depreciated:
Land $ 762,394 $ - -3 - % 762,394
Governmental Funds Construction in progress 1.336,668 (53,701) - - 1,282,967
Unavailable Unearned Total Subtotal 2,099,062 (53,701) - - 2,045,361
Delinquent property taxes receivable Capital assets being depreciated:
Buildings and improvements 58,270,369 53,701 22,061 (55.979) 58,290,152
(General Fund) $ 870,717 ' $ - 8 870,717 Machinery and equipment 236,967,195 . 1,678,217 (10,129,805) 228,515,607
Delinquent property taxes receivable 592,721 - 592,721 Land improvements 5,406,197 - - - 5,406,197
Long-term notes receivable 10,370,789 - 10,370,789 Subtotal 300,643,761 53,701 1,700278  (10,185,784) 292,211,956
Grant receivable 948,117 - 948,117
. : : Accumulated depreciation:
Grant receipts prior to meeting all Buildings and improvements 24,608,545 . 2,284,687 (17.284) 26,875,948
eligibility requirements - 920,414 920,414 Machinery and equipment 166,468,474 - 5,052,420 (8311,804) 163,209,090
Land improvements 1,528,505 - 198,628 - 1,727,133
Total $ 12,782,344 $ 920,414 $ 13,702,758
Subtotal 192,605,524 - 7,535,735 (8329,088) 191,812,171
Net capital assets being depreciated 108,038,237 53,701 (5,835,457) (1,856,696) 100,399,785
Net capital assets $ 110,137,299 $ - $ (5835457 % (1,856,696) $ 102,445,146
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Note 6 - Capital Assets (Continued) Note 6 - Capital Assets (Continued)
Balance Disposals and Balance Business-type activities:
Component Units July 1, 2012 Additions Transfers __June 30,2013 Sewer $  3971,796
Capital assets not being depreciated: Water 3,563,939
Land $ 10423314 $ 20,000 $ (803,734) $ 9,639,580 -
Construction in progress 7,614,005 16885070 (11,912,155 12,586,920 Total business-type activities $ 7535735
Subtotal 18,037,319 16905070  (12715,889) 22,226,500
Capital assets being depreciated: Component unit activities:
Buildings and improvements 175,900,564 3,166,411 (5,182,663) 173,884,312 Downtown Deve|opment Authority $ 358,474
Machinery and equipment 104,605,413 8,809,611 (7,103,721) 106,311,303 .
Vehicles 354,355 ) (18.304) 336,051 Hurley Medical Center 16,109,516
Office furnishings 1,085,861 42,108 (3499) 1,124,470 Flint Area Enterprise Community 3,954
Land improvements 13,153,256 206,602 (552,109) 12,807,749 ) ) 39.253
Leasehold improvements 6,957,930 54,187 (219,992) 6,792,125 Economic Development Corporation 39,253
Subtotal 302,057,379 12278919 (13,080,288) 301,256,010 Total component unit activities $ 16,511,197
Accumulated depreciation:
Buildings and improvements 117,622,455 4,972,961 (5.049,963) 117,545,453 Note 7 - Interfund Receivables, Payables, and Transfers
Machinery and equipment 61,459,816 10,995,528 (6,790,713) 65,664,631
Vehicles 262,273 34,988 (18,304 278,957 The composition of interfund balances as of June 30, 2013 is as follows:
Office furnishings 440,836 80,041 (3.441) 517,436
Land improvements 3,393,980 370,190 (552,109) 3,212,061 .
Leasehold improvements 6,385,440 57,489 (228,761) 6,214,168 Receivable Fund Payable Fund Amount
Subtotal 189,564,800 16,511,197 (12,643.291) 193,432,706
ubrora Due to/from Other Funds
Net capital assets being depreciated 112492579 (4232.278) (36,997 107823304 Nonmajor governmental funds General Fund $ 1,812,097
Net capital assets $ 130529898 $ 12,672,792 $ (13,152,886) $ 130,049,804
Internal service funds General Fund 4,500,000
Depreciation expense was charged to programs of the primary government as follows: Federal Grant Fund 2,492,039
G | activit Nonmajor governmental funds 26,556
overnmental activities: Sewage Disposal Division Fund 851,200
General government $ 953,072 -
Police 677,967 Total internal service
Judicial 35,763 funds 7,869,795
Fire 60,160 Total $ 9,681,892
Transportation 13,130,326
Emergency dispatch 77,289 .
Parks and recreation 572,517 Receivable Fund Payable Fund Amount
Public works 5313
) . Advances from/to Other Funds
Community enrichment and development 66,644
Sewage Disposal Division Fund General Fund $ 9,800,000
Total governmental activities $ 15,579,051 g P
Water Supply Division Fund General Fund 1,000,000
Total $ 10,800,000
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Note 7 - Interfund Receivables, Payables, and Transfers (Continued)

Receivable Fund Payable Entity Amount

Due to/from Primary Government and Component Units

Public Improvement Fund Component unit - DDA (1) $ 9,167,900

General Fund Component unit - EDC () 148,895

Federal Grants Fund Component unit - EDC 550,000
Tou s 9866795

The interfund receivables were created through negative pooled cash in other funds and
monies loaned for operating purposes.

The advances were created through negative pooled cash in other funds.

(I) The borrowings between primary government and component units are due to
parking debt funding (DDA) and ineligible grant costs (EDC). At June 30, 2013, there
was an allowance related to the due from DDA of $4,266,449, which reduces the total
due from DDA to a net amount of $4,901,451.

Interfund transfers reported in the fund financial statements are comprised of the
following:

Fund Transferred to Fund Transferred from Amount

General Fund Sewage Disposal Division Fund (2) $ 1,860,000
Water Supply Division Fund (2) 1,130,000

Total General Fund 2,990,000

Nonmajor governmental funds General Fund (3) 9,312
Public Improvement Fund (4) 726,953

Internal Service Funds (5) 1,500,000

Nonmajor governmental funds (6) 292,192

Total nonmajor

governmental
funds _ 2528457
Totl S 5518457
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Note 7 - Interfund Receivables, Payables, and Transfers (Continued)

(2) The transfers from the Sewer and Water Funds to the General Fund represent
return on equity.

(3) Transfers between funds were primarily for operating purposes or to cover
operating deficits.

(4) The transfer from the Public Improvement Fund to the Central Garage Internal
Service Fund was to provide funds for the payment of debt related to capital
assets.

(5) The transfer from the Central Maintenance Garage Fund to the Garbage Collection
Fund was to transfer the proceeds received to the Garbage Collection Fund, which
was related to the sale of City garbage trucks.

(6) Transfers between funds were primarily for operating purposes. The transfer from
the Major Streets Fund to the Local Streets Fund is allowable per Act 51.

Note 8 - Leases

The City has entered into agreements for the lease of automobiles, water treatment
equipment, office equipment, construction equipment, fire equipment, computers, and
afire station. The terms of each agreement provide options to purchase the fixed assets
at any time during the lease terms, which range from three to five years. All of the leases
meet the criteria of a capital lease as defined by Statement of Financial Accounting
Standards No. |3, Accounting for Leases, which defines a capital lease generally as one
which transfers the benefits and risks of ownership to the lessee. As such, $2,374,857
has been capitalized as equipment, and related accumulated depreciation was
$1,108,489.

The following is a schedule of the future minimum lease payments under the capitalized
leases together with the present value of the net minimum lease payments as of June 30,
2013:

Years Ending

une 30 Amount

2014 $ 194,011
2015 151,834
2016 52,061

Total future minimum lease
payments 397,906

Less amount representing interest (22,662)

Long-term obligation under capital
leases $ 375,244
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Note 8 - Leases (Continued)

Also, Hurley Medical Center and HHS lease office space under various operating leases.
Certain operating leases contain rental escalation clauses that are based on the prime
rate at a future date and purchase options at fair market value. The following is a
schedule of future minimum lease payments under operating leases that have initial or
remaining lease terms in excess of one year:

Years Ending

une 30 Amount
2014 $ 1,784,585
2015 1,714,104
2016 1,687,311
2017 1,621,160
2018 1,200,735
Thereafter 2,205,193

Total minimum
payments required $ 10,213,088

Rental expense for all operating leases for the year ended June 30, 2013 was
$2,086,648.

Note 9 - Long-term Debt

The City issues bonds to provide for the acquisition and construction of major capital
facilities. General obligation bonds are direct obligations and pledge the full faith and
credit of the City. County contractual agreements and installment purchase agreements
are also general obligations of the government. Special assessment bonds provide for
capital improvements that benefit specific properties, and will be repaid from amounts
levied against those properties benefited from the construction. In the event that a
deficiency exists because of unpaid or delinquent special assessments at the time a debt
service payment is due, the City is obligated to provide resources to cover the
deficiency until other resources (such as tax sale proceeds or a reassessment of the
City) are received. All Michigan Municipal Bond Authority debt is secured by future State
of Michigan revenue-sharing payments that the City is entitled to receive under State
law. Revenue bonds involve a pledge of specific income derived from the acquired or
constructed assets to pay debt service.
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Note 9 - Long-term Debt (Continued)

Long-term debt activity for the year ended June 30, 2013 can be summarized as follows:

Beginning Due Within
Balance Additions Reductions Ending Balance One Year
Governmental Activities
Section 108 loan $ 754,000 $ - $ 150,000 $ 604,000 $ 150,000
Section 108 loan - 500 Block 3,840,000 - - 3,840,000 295,000
Section 108 loan - Ok Industries 106,000 - 21,000 85,000 21,000
Section 108 loan - Guaranteed
Funds 5,105,000 - 75,000 5,030,000 75,000
Section 108 loan - W. Carpenter Rd. 1,681,000 - 97,000 1,584,000 98,000
General Obligation Capital
Improvement Bonds 9,490,000 - 260,000 9,230,000 275,000
Local Government Loan Program 8,000,000 - 185,000 7,815,000 195,000
Total governmental activities
SIB 3rd Avenue Reconstruction loan 1,928,642 - 108977 1,819,665 109,523
Total bonds payable 30,904,642 - 896,977 30,007,665 1,218,523
Accumulated compensated
absences 5,343,961 2,241,542 3,150,247 4,435,256 3,100,000
Capital lease - Telephone
equipment 140,226 - 104,131 36,095 36,092
Capital lease - Equipment 27,212 - 21,622 5,590 5,592
Capital lease - Dell equipment 475,601 - 142,042 333,559 138,171
Total governmental
activities $ 36891642 $ 2241542 $ 4315019 $ 34818165 $ 4,498,378

Compensated absences attributable to the governmental activities will be liquidated
primarily by the General and Neighborhood Policing Funds. The claims and judgments
liability will generally be liquidated through the City’s Self-Insurance Internal Service
Fund. That fund will finance the payment of those claims by charging the other funds
based on management’s assessment of the relative insurance risk that should be
assumed by individual funds. The net pension obligation and the net OPEB obligation will
be liquidated from the funds that the individual employee’s salaries are paid from,
generally the General Fund and Neighborhood Policing Fund.
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Business-type Acti

Enterprise funds:

2001 MMBA Drinking Water
Revolving Fund Revenue Bonds
2002 MMBA Drinking Water
Revolving Fund Revenue Bonds
2003 MMBA Drinking Water
Revolving Fund Revenue Bonds
2004 MMBA Drinking Water
Revolving Fund Revenue Bonds

Total business-type

activities

Accumulated compensated

absences

Total business-type

activities

Component Unit Activities

Bonds payable:
Series 1998A
Series 1998B
Series 2003
Series 2010
Series 2011
Series 2013A
Series 2013B

Total

Unamortized bond discount

Total component unit

activities

Notes to Financial Statements

City of Flint, Michigan

june 30, 2013
Beginning Due Within
Balance Additions Reductions Ending Balance One Year
$ 3,303,994 $ - $ 375,000 $ 2,928994 $ 385,000
4,110,000 - 410,000 3,700,000 425,000
5,196,408 - 465,000 4,731,408 475,000
13,344,934 - 865,000 12,479,934 880,000
25,955,336 - 2,115,000 23,840,336 2,165,000
625,603 602,670 690,098 538,175 538,175
$ 26,580,939 $ 602,670 $ 2,805,098 $ 24378511 $ 2,703,175
Beginning Due Within
Balance Additions Reductions Ending Balance One Year
$ 9705000 $ - $ 7825000 $ 1,880,000 $ 915,000
15,235,000 - 13,330,000 1,905,000 600,000
25,590,000 - 18,080,000 7,510,000 2,360,000
34,715,000 - 500,000 34,215,000 500,000
4,706,476 - 597,541 4,108,935 678,530
- 21,940,000 - 21,940,000 -
- 36,590,000 - 36,590,000 555,000
89,951,476 58,530,000 40,332,541 108,148,935 5,608,530
(1,852,720) 1,642,640 - (210,080) -
$ 88098756 $ 60,172,640 $ 40,332,541 $ 107,938,855 $ 5,608,530

Annual debt service requirements to maturity for the above bonds and note obligations

are as follows:

Governmental Activities

Business-type Activities

Component Unit Act

tivities

Years Ending
June 30 Principal Interest Total Principal Interest Total Principal Interest Total
2014 $ 1398378 $ 1210607 § 2608985 $ 2165000 § 585008 § 2750008 $ 5608530 $ 5684695 § 11293225
2015 1,383,769 1,169,308 2,553,077 2,220,000 530571 2,750,571 5,307,431 5391722 10699,153
2016 1,332,09 1,125,420 2457516 2,275,000 474821 2,749,821 5792648 5075542 10,868,190
2017 1,345,175 1,082,110 2427285 2,335,000 417,633 2,752,633 6,079,156 4846484 10925640
2018 1,234,731 1,041,391 2,276,122 2,395,000 358,946 2,753,946 6,282,010 4,610,130 10,892,140
2019-2023 6,658,093 4,572,001 11,230,094 9,825,402 910457 10735859  24519,160 1958696 43,677,856
2024-2028 9.774412 3128164 12902576 2624934 70435 2695369 15020000 15017750 30,037,750
2029-2033 5,613,032 1,249,053 6,862,085 - - 13680000 10808344 24,488,344
20342038 1643223 152,850 1796073 17,185,000 5610282 22,795.282
20392041 - - - 8,675,000 315,450 8,990,450
Total $ 30382909 $ 14730904 § 45113813 $ 23840336 § 3347871 S 27188207 $108,148935 $ 76519095  $184668,030
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Note 9 - Long-term Debt (Continued)

Future Revenues Pledged for Debt Payments

Revenue Bond - The City has pledged substantially all revenue of the Water and Sewer
Fund, net of operating expenses, to repay the Drinking Water Revolving Fund Revenue
Bonds (DWRF). Financial recovery bonds issued by the State of Michigan and the DWRF
Revenue Bonds have been secured with future State revenue-sharing payments to be
received by the City's General Fund. The remaining principal and interest to be paid on
the bonds are $23,840,336 and $3,347,872, respectively. During the current year, net
revenues of the system were $12,165,515 and State revenue-sharing revenues were
$13,667,182, as compared to the annual debt requirements of $2,165,000 of principal
and $585,008 of interest.

Revenues Pledged in Connection with Component Unit Debt - The City has
pledged, as security for bonds issued by the City on behalf of the Flint Downtown
Development Authority, a portion of the City’s state-shared revenues. The bonds issued
during 2008 in the amount of $10,000,000 were used to provide funding for the James
Rutherford Parking Deck capital project and upgrade of the Riverfront Parking Deck.
The bonds are payable through 2033. The Flint Downtown Development Authority has
pledged tax increment revenues and net operating revenues of the parking system to
repay the obligations. Based upon the amount drawn through June 30, 2013, principal
and interest to be paid on the bonds total $14,513,756. During the current year, the net
loss from the parking operations was $16. Cash flow projections indicate that the DDA’s
annual debt service to the City for repayment of the bonds will not coincide with the
City’s annual debt service obligation. During the current year, the City has forgiven
payment made by the City on behalf of the DDA.

Section 108 Loans - The Section 108 loans were obtained through an economic
development loan program administered by the U.S. Department of Housing and Urban
Development (HUD). The proceeds of the loans were then loaned to private entities
for economic development proposes. Loans under the programs are owed to HUD and
are secured by future federal grant allocations to the City through the Community
Development Block Grant Program. During the current year, net revenues from the
Community Development Block Grant Programs were $3,660,688 as compared to the
annual debt requirements of $328,507.

Hurley Medical Center Revenue Refunding Bonds - The net revenues of the
Medical Center are pledged for payment of principal and interest on the variable rate
demand revenue rental and revenue refunding bonds. Accordingly, the financial
statements of the Medical Center include the facilities as if owned by the Medical Center
and the bonds as if issued by the Medical Center.
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Note 9 - Long-term Debt (Continued)

Section 7-302 of the City Charter, adopted November 4, 1975, limits "net" debt to
7 percent of the assessed value of all real and personal property in the City, but does
not define "net" debt. The following computation is based on previous practice and is
consistent with the requirements of the State of Michigan Public Act 279 of 1909.

Assessed valuation at November 16, 2012 $ 918,943,232
Legal debt limit (7 percent of assessed valuation) 64,326,026
Total bonded debt at June 30, 2013 $ 140,194,271

Less debt not subject to limitation under City charter
and state statute:

Revenue bonds and notes 130,964,271
Debt subject to limitation 9,230,000
Unused debt limitation $ - $ 55,096,026

City of Flint, Michigan

Note 10 - Restricted Assets

The balances of the restricted assets accounts in the governmental, business-type
activities, and component units are as follows:

Governmental Business-type ~ Component

Activities Activities Units

Section 108 business loan proceeds  $ 380,675 $ - $ -
Equipment replacement and

improvement - - 875,092
Self insurance - - 16,338,354
Revenue bond indenture held by

trustee - - 26,816,531
Unspent bond proceeds - - 692,866
Revenue bond equipment

replacement account - Pooled cash - 2,001,500 -
Debt service reserve - Pooled cash - 2,384,034 -

Total restricted assets $ 380,675 $ 4385534 $ 44,722,843
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Note 11 - Retirement Plans

Significant details regarding the City's various retirement plans and other post-
employment benefits are presented below:

Flint Employees' Retirement System

During the first three months of the fiscal year, the City of Flint Employees' Retirement
System (FERS), a single-employer public employee retirement system, covers
substantially all employees of the City hired prior to October |, 2003, including certain
employees of Hurley Medical Center. The plan does not cover certain firemen and
policemen covered by the Charter Retirement Plan, Hurley Medical Center employees
participating in MERS, and those employees that elect to participate in the Employees’
Defined Contribution - 401A Plan. The retirement system is a blended component unit
of the City of Flint. The plan was established by City ordinance and applicable State law,
and is administered by a board of trustees. A separate financial statement for the FERS
is not available. The City Council has the authority to amend the benefits offered.
Investments of the plan are made through Chase Trust Department and Northern
Trust. Employees who retire at or after age 55 (age 60 for certain Hurley Medical
Center employees) with 10 years of credited service (eight years for appointed officials),
or those members with 25 years of credited service (23 years for police and fire),
regardless of their age, are entitled to a retirement benefit. Certain police members can
voluntarily retire at age 50 with 25 years of service. The retirement benefit can range
from 1.7 percent to 2.6 percent of the participant's final average compensation based on
the last three years (five years for certain Hurley Medical Center employees) of credited
service multiplied by the years of credit service depending on date of hire, and is payable
monthly for life. Benefits fully vest on reaching 10 years of service with the benefit
payable at age 55. The plan also provides death and disability benefits.

Beginning in October 2012, the City closed out the single-employer plan and transferred
approximately $270 million of assets to the Michigan Municipal Employees' Retirement
System (MERS or the "System"), an agent multiple-employer defined benefit pension
plan that covers substantially all employees of the City. The new System provides
retirement, disability, and death benefits to plan members and their beneficiaries. The
Michigan Municipal Employees' Retirement System issues a publicly available financial
report that includes financial statements and required supplemental information for the
System. That report may be obtained by writing to the System at | 134 Municipal Way,
Lansing, Michigan 48917.

Member contributions are recognized when due. Employer contributions to the plan
are recognized when due and the employer has made a formal commitment to provide
the contributions. Benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.
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Note 11 - Retirement Plans (Continued)

The investments are recorded on the balance sheet at fair value as determined by the
custodian. The custodian utilizes electronic feeds from external pricing vendors for the
majority of investments (95 percent). The remaining assets are valued through a variety
of external sources. Gains and losses on the exchanges, or "swaps" of securities, are
accounted for under the completed transactions method.

During the current year, all assets from FERS were transferred to the Municipal
Employees' Retirement System (MERS), which at June 30, 2013 is the sole administrator
of the plan. MERS is a multiple-employer retirement agent. MERS issues a publicly
available financial report that includes financial statements and required supplemental
information for the system. That report may be obtained by writing to MERS at | 134
Municipal Way, Lansing, Michigan 48917.

Membership in the plan at June 30, 2011, the latest date this data was tested in an
actuarial valuation, was comprised of 1,276 active plan members, 223 inactive vested
members, and 2,894 retirees and beneficiaries receiving payments.

The plan provides that the City and employees contribute amounts necessary to fund
the actuarially determined benefits. Employees become members of FERS and are
required to deposit amounts into the system based on rates determined by bargaining
unit contracts of all compensation, including overtime. The employee contribution rates
ranged from O percent to 9 percent. Deposits are accumulated in individual accounts
for each member remaining in service. Upon termination, a member may withdraw the
accumulated employee contributions plus any interest credited to his or her account.

Administrative costs of the plan are financed through investment earnings.

The City forwarded $3,018,836 of pension contributions withheld from employees
during the year ended June 30, 2013. During 2013, employer contributions rates ranged
from 12.23 percent to 59.98 percent of covered payroll. Employer contributions are
based on an actuarial valuation performed as of June 30, 2011. The employer
contribution for the year was $14,909,789, which agreed to the annual required
contribution. The employer contributions funded retirement benefits, life insurance
benefits, and the administration of the retirement system.
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Annual Pension Cost

Six-year trend information regarding the annual pension cost (ARC), percentage of ARC
contributed, and net pension obligation (NPO) are summarized as follows:

Annual

Fiscal Year Actuarial Valuation Required Percentage  Net Pension
Ended Date Contribution * Contributed _ Obligation
6/30/08 6/30/06 $ 14,376,558 72.0 $10,805,978
6/30/09 6/30/07 14,497,568 175.0 -
6/30/10 6/30/08 13,394,739 100.0 -
6/30/11 6/30/09 10,835,308 100.0 -
6/30/12 6/30/10 14,562,392 100.0 -
6/30/13 6/30/11 14,909,789 100.0 -

* The required contribution is expressed to the City as a percentage of payroll.

Funding status and funding progress:

Actuarial
Accrued
Actuarial Liability Unfunded UAAL as % of
Actuarial Value of Individual (Overfunded) Covered Covered
Valuation Year Assets Entry Age AAL (UAAL)  Funded Ratio Payroll Payroll
Ended (a) (AAL) (b) (b-a) (a/b) (c) ((b-a)lc)
6/30/06 $ 782,098 $ 1,023,599 $ 241,501 764 $ 146,634 164.7
6/30/07 801,533 1,071,781 270,248 752 157,012 172.1
6/30/08 670,366 841,266 170,900 79.7 89,636 190.7
6/30/09 623,292 873,088 249,796 714 89,636 278.7
6/30/10 567,215 835,052 267,837 67.9 68,968 3883
6/30/11 506,504 829,380 322,876 6l.1 63,063 512.0

The schedule of funding progress, presented as required supplemental information
following the notes to the financial statements, presents multiyear trend information
about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liability for benefits.

The actuarial methods used to determine the actuarial accrued liability was the individual
entry age actuarial funding methods. Unfunded actuarial accrued liabilities are being
amortized as a level percent of projected payroll over 30 years for general, police, and
fire. Significant actuarial assumptions used in the computation of the accrued actuarial
liability include: (1) a rate of return on the investment or present and future assets of 8.0
percent per year compounded annually, (2) projected salary increases of 3.75 percent to
7.55 percent per year compounded annually, and (3) 3.75 percent inflation.
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The actuarial value of assets was computed on fair values “smoothed” over a four-year
period.

Hurley Medical Center:

During the fiscal year ended June 30, 2004, seven of nine employee unions plus the
exempt employees of Hurley Medical Center voted to change participation from the
City of Flint FERS to the Michigan Municipal Public Employees' Retirement System
(MERS). Benefits under both plans are comparable and approximately half of the
employees at the Medical Center are represented in each system. The annual
contribution rate for MERS payroll used by the Medical Center in 2012 was 12.23
percent, which is based on the same rate it contributes to FERS.

As of June 30, 2013, $3,268,705 of the net pension obligation represents pension cost
from the years 2011, 2012, and 2013 that has not yet been remitted to MERS.

During the current year, all assets from FERS were transferred to MERS, which at
June 30, 2013 is the sole administrator of the plan.

The net pension obligation at June 30, 2013 consists solely of amounts owed by Hurley
Medical Center.

Annual pension cost and net pension obligation:

Annual required contribution/annual pension cost $ 12,682,496
Contributions made (10,412,640)
**Write-off of excess liability (5,505,093)
Decrease in net pension obligation (3,235,237)
Net pension obligation - Beginning of year 6,503,942
Net pension obligation - End of year $ 3,268,705

** During the transition from FERS to MERS, the liability was determined by the actuary
not to be needed and written off.
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Annual Pension Cost

Trend information regarding the annual pension cost (ARC), percentage of ARC
contributed, and net pension obligation (NPO) for the years for which HMC approved
MERS are summarized as follows:

Fiscal Year Ended June 30

2013 2012 2011
Annual pension costs $ 12,682,496 $ 11,808,875 $ 6,059,456
Percentage of pension costs
contributed 82.1 % 91.5 % 156.0 %
Net pension obligation $ 3,268,705 $ 6,503,942 $ 5,505,003

Charter Retirement Plan

The Charter Retirement Plan, a single employer defined benefit pension plan, covers
firemen and policemen employed by the City prior to July |, 1947. The plan was
adopted under City code. All employees covered by this plan have retired. Benefits are
provided under a special City ordinance with retirees receiving a monthly benefit. The
current membership of the plan at June 30, 2013 is four members. The City intends to
pay retirement benefits as they become due from future years' General Fund revenue.
The City's contribution to the plan for the year ended June 30, 2013 was $64,149 and
was calculated based on the actual current pension benefits due to be paid. The present
value of vested benefits has not been determined. The City has not requested an
actuarial valuation of the plan since 1985 because of the decreasing nature and the
immateriality of the plan's potential unfunded pension benefit obligation and the fact that
the City is paying benefits as they become due. Net position available for pension
benefits at June 30, 2013 was $0.

I.C.M.A. 401A Plan

The City made available to appointed and elected officials hired through December 31,
2001 an alternative retirement plan to the general retirement pension plan. The plan
was a non-contributory defined contribution plan adopted under City ordinance. The
City contributes an amount equal to the lesser of 25 percent of the employee's
compensation, or $30,000. No employee contributions are required, and employees
vest 100 percent immediately. Total contributions required and made by the City
during the year ended June 30, 2013 were $63,429, which represented 25 percent of
current year covered payroll. The plan trustee is the International City Management
Association. Investments are stated at market, which approximates cost. Total payroll
and covered payroll for the year ended June 30, 2013 were $33,473,833 and $253,714,
respectively.
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On January 1, 2002, a new plan was adopted for appointed and elected officials. The
City contributes || percent of employees’ gross earnings and employees have a
mandatory 4 percent contribution. Employee accounts are fully vested after five years
of service. The current year contribution was calculated based on covered payroll of
$89, resulting in an employer contribution of $8 and employee contribution of $6.

Defined Contribution Retirement Plans

On December 3, 2003, a resolution was passed by City Council to establish a defined
contribution 401 pension plan for members of AFSCME Local 1600 and Local 1799.
Employees hired on or after October |, 2003 are not eligible to participate in the Flint
Employees' Retirement System defined benefit pension plan. Employees hired prior to
October 1, 2003 had the option of transferring assets from the defined benefit pension
plan upon implementation of the defined contribution plan. The City contributes 10
percent of employees’ gross earnings and employees have a mandatory 5 percent
contribution. Employee accounts are fully vested after five years of service. The City’s
total payroll during the current year was $33,473,833. The current year contribution
was calculated based on covered payroll of $2,684,880, resulting in an employer
contribution of $160, 112 and employee contributions of $252,918.

The City provides pension benefits to full-time employees except those participating in
the defined benefit plan, members of AFSCME Local 1600 and Local 1799, and
individuals participating in the .C.M.A. plan through a defined contribution plan. In a
defined contribution plan, benefits depend solely on amounts contributed to the plan
plus investment earnings. Employees are eligible to participate from the date of
employment (or other date). As established by City ordinance (authority under which
the pension obligation is established), the City contributes | | percent to 14.5 percent of
employees’ gross earnings and employee mandatory contributions of 4 percent to 5.5
percent for each employee plus interest allocated to the employee’s account are fully
vested after five years of service.

The City’s total payroll during the current year was $33,473,833. The current year
contribution was calculated based on covered payroll of $1,302,083, resulting in an
employer contribution of $141,805 and employee contributions of $70,796.

The Medical Center has a defined contribution plan for employees who meet certain
requirements as to date of hire. Contributions to the plan are 4.5 percent of the
employee’s annual compensation. Each employee’s interest is vested as specified in the
plan. Pension expense included in the statements was $1,179,735.
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Profit Sharing and 403(b) Plan

Hurley Health Services (HHS), a component unit of Hurley Medical Center, has a
qualified 401 (k) profit-sharing plan for HPMS employees. Eligible employees, those that
have attained the age of 21 and completed 90 days of service, may defer up to |5
percent of their salary. HHS may make a discretionary contribution. HHS’ contribution
to the 401(k) plan was $32,837. HHS also maintains two tax-deferred annuity plans
under Section 403(b) of the Internal Revenue Code. Under the plans, HHS and THC
employees may elect to defer up to a specified percentage of their salary, subject to the
Internal Revenue Service limits. HHS may make a discretionary contribution. HHS’
contribution to the 403(b) plan amounted to $273,651.

Excess Benefits Pension Plan

The City established the City of Flint Excess Benefits Plan and Trust (the "Plan") for the
purpose of providing certain retiring employees with pension benefits in addition to
those provided by the Flint Employees' Retirement System (FERS). Certain FERS, now
MERS, participants receive an annual pension benefit that exceeds limits included in
Section 415 of the Internal Revenue Code of 1986, as amended. Since the contractually
required annual benefit exceeds Section 415 limitations, the benefits cannot be funded
through the FERS plan. The Excess Benefits Plan and Trust was established as a
separate pension trust to accumulate resources to pay these "excess" benefits on an
annual basis.

Participation in the Plan is limited to FERS retirees whose benefit under the FERS
defined benefit plan is limited by Section 415 of the Code and who retire at any time
based on employment as a member of a bargaining unit represented by Local 1600 or
Local 1799 of American Federation of State, County, and Municipal Employees. All
employees covered by this plan have retired.

The annual benefit provided under the Plan shall be the excess, if any, of each individual
participant's benefit over the Section 415 limits in effect that calendar year. All benefits
payable under this Plan shall be paid in the same manner and form (using the same
actuarial assumptions) as pension benefits paid under the FERS. Benefits shall be paid
from the Plan once the member has received the maximum amount permitted within
the limits of Code Section 415 during a plan year.

The Plan is intended to be funded on an annual basis via City contributions. There are
no employee contributions to the Plan. The annual contribution will be determined by
estimating the amount of "excess" benefits that will be paid out that calendar year.
During the year ended June 30, 2013, employer contributions of $0 were made to the
Plan and benefits of $0 were paid out.
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The City has not requested an actuarial valuation of the Plan because of the
immateriality of the Plan's potential unfunded pension benefit obligation and the fact that
the City is paying benefits as they become due. Net position available for pension
benefits at June 30, 2013 was $0.

Retiree Death Benefits Plan

The City provides postretirement death benefits to certain retirees who retired after
July I, 1978, under the terms of collective bargaining agreements with two employee
unions. If the retiree was a member of one of the bargaining units at the time of
retirement, his or her designated beneficiary will receive a death benefit at the time of
the retiree's death. The death benefit ranges from $2,500 to $10,000 depending on the
retirement date.

As of February 9, 2011, the retiree death benefits were changed effective immediately
to all 1,600 union employees who were eligible under the previous agreement. The
new agreement states that the designated beneficiary will receive $1,000 for everyone
who retired since July |, 1978 (the inception of the death benefit).

The benefits are funded in advance by employee withholdings and a matching employer
contribution. The employee contributions are calculated at a set amount for each hour
worked by union members during the bi-weekly pay period. The employee
withholdings and matching employer contributions are deposited into a separate
account for investment purposes. As of June 30, 2012, this benefit is no longer offered
to active employees. The investments are administered by a seven-member board
appointed by the two unions and the mayor.

As of year end, there were 676 retirees who were eligible for this benefit. Employee
contributions for the year ended June 30, 2013 were $0. Net position available for
benefits, reported at fair value, was $503,076 at year end. No actuarial valuation has
been performed to determine the present value of vested benefits. During 2013, death
benefits of $71,000 were paid.

Health Benefits Plan and Trust

The City established the City of Flint Retiree Health Care Plan and Trust (the "Trust")
for the purpose of providing health insurance benefits adopted by the City or approved
by collective bargaining agreements to eligible retirees and their spouses. This is a
defined contribution plan administered by the Trust. The benefits are provided to Local
1600 and Local 1799 retirees who retired on or after October |, 2003 as provided for in
collective bargaining agreements. The plan is constituted as a “voluntary employees
beneficiary association” (VEBA) under Section 501(c)(9) of the Internal Revenue Code of
1986.
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The collective bargaining agreements require a contribution of |.5 percent of pre-tax
compensation from employees belonging to AFSCME Local 1600 and Local 1799. The
Plan does not currently require an employer contribution. The employee contributions
and accumulated investment earnings are to be used to provide healthcare benefits
above the capped level provided by the City’s defined benefit retiree healthcare benefit
plan.

During the year ended June 30, 2013, plan members contributed $147,311. Net
position available for benefits was $14,237 at June 30, 2013. A total of $300,000 benefit
payments were made during 2013.

Note 12 - Other Postemployment Benefits

Plan Description - The City provides retiree healthcare benefits to eligible employees
and their spouses through the Retiree Health Care Trust Fund. Benefits are provided to
public safety and general employees. Currently, the plan has 2,339 members, including
506 employees in active service, 0 terminated employees not yet receiving benefits, and
1,833 retired employees and beneficiaries currently receiving benefits.

This is a single employer defined benefit plan administered by the City. The benefits are
provided under collective bargaining agreements of Local 1799, Local 1600, and Fire
Local 352. The plan does not issue a separate stand-alone financial statement.
Administrative costs are paid by the plan through employer contributions. The plan does
not cover Hurley Medical Center employees.

Funding Policy - The collective bargaining agreements require a contribution of $50,
$75, or $100 monthly depending on their union contracts toward retiree health plan
insurance. Contributions will stop once the retirees have 30 years of service or reach
the age of 65. The City has no obligation to make contributions in advance of when the
insurance premiums are due for payment. The City recognizes the expenses in the funds
on a “pay-as-you-go” basis. The costs of administering the plan are borne by the City’s
General Fund.
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Funding Progress - For the year ended June 30, 2013, the City has estimated the cost
of providing retiree healthcare benefits through an actuarial valuation as of July I, 2012.
The valuation computes an annual required contribution, which represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and
amortize any unfunded actuarial liabilities over a period not to exceed 29 years. This
valuation’s computed contribution and actual funding are summarized as follows:

City of Flint, Michigan

Notes to Financial Statements
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Note 12 - Other Postemployment Benefits (Continued)

Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan involve
estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding
the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress, presented

Annual required contribution (recommended) $ 21,789,244 . - ) . .
. ) S as required supplemental information following the notes to the financial statements,
Interest on the prior year's net OPEB obligation 6,671,460 - ) . . .
L i h | ired ibuti 9.518 192 presents multiyear trend information about whether the actuarial value of plan assets is
ess adjustment to the annual required contribution —(9518,192) increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.
Annual OPEB cost 18,942,512 Lo ) . . .
Projections of benefits for financial reporting purposes are based on the substantive plan
Amounts contributed - Payments of current premiums (17,016,014) (the plan as understood by the employer and the plan members) and include the types
Increase in net OPEB obligation 1.926.498 of benefits provided at the time of each valuation and the historical pattern of sharing of
e benefit costs between the employer and plan members to that point. The actuarial
OPEB obligation - Beginning of year 156,975,216 methods and assumptions used include techniques that are designed to reduce the
OPEB obligation - End of year $ 158,901,714 effects of short-term volatility in actuarial accrued liabilities and the actuarial value of

The annual OPEB costs, the percentage contributed to the plan, and the net OPEB
obligation for the current year are as follows:

assets, consistent with the long-term perspective of the calculations.

In the July 1, 2012 actuarial valuation, the entry age actuarial cost method was used. The
actuarial assumptions included a 4.25 percent investment rate of return (net of

Percentage administrative expenses), which is a blended rate of the expected long-term investment

Annual OPEB OPEB Costs Net OPEB returns on plan assets and on the employer's own investments calculated based on the

Fiscal Year Ended Costs Contributed Obligation funded level of the plan at the valuation date, an annual healthcare cost trend rate of

9 percent initially, reduced by decrements to an ultimate rate of 5 percent after nine

6/30/08 $ 60,188,371 320 $ 40925931 years, and an inflation rate of 3 percent. The actuarial value of assets was determined

ggg;?g gg;gg;i g;g ITgZTg?iT using techniques that spread the effects of short-term volatility in the market value of

63011 6I:35I:938 321 I55:284:670 investments over a five-year period. The UAAL is being amortized as a level percentage

6/30/12 22.105.830 92.4 156.975.216 dollar on a closed basis. The remaining amortization period at July |, 2012 was 29 years.
6/30/13 18,942,499 89.8 158,901,714

The funding progress of the plan as of the most recent valuation data is as follows:

Actuarial Actuarial UAAL as a
Actuarial Value of Accrued Unfunded AAL  Funded Ratio Covered Percentage of
Valuation Assets Liability (AAL) (UAAL) (Percent) Payroll Covered
Date (a) (b) (b-a) (a/b) (c)* Payroll
7/1/12 $ 166903 $ 320,180,757 $ 320,013,854 01 $ - -
7/1/11 - 366,832,597 366,832,597 - 37,339,842 982.0
7/1710 - 862,302,934 862,302,934 - 36,252,274 2,379.0
7/1/09 - 774,606,738 774,606,738 - 41,166,662 1,882.0

* For actuarial valuation date 7/1/12, the annual required contribution calculation is based on a flat dollar
amount.
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Note 13 - Pension and Other Employee Benefit Trust Funds

The following are condensed financial statements for the individual pension plans and
postemployment healthcare plans:

City of Flint, Michigan

Hurley Medical
Flint Employees' Center Retiree
Retirement Retiree Health Benefit Trust
System Death Benefit Care VEBA Fund
Statement of Net Position
Investments $ - $ 558,778 $ - $ - $ 37,342,561
Other assets - 15,298 1,905,805 314,237 186,887
Liabilities - 71,000 390,813 - -
Net position $ - 0§ 503076 $ 1514992 $ 314237 $ 37529448
Statement of Changes in Net Position
Investment income $ 23116572 $ 80,273 $ - $ 23 $ 2810457
Contributions 6,028,559 - 18,356,884 147,311 5,898,301
Benefit payments 16,695,639 71,000 17,016,014 300,000 5,898,301
Other deductions 477,123,368 108 810,011 - -
Net change in net position $ (464,673.876) $ 9,615 $ 530,859 $ (152,666) $ 2,810,457

Note 14 - Hurley Medical Center Other Postemployment Benefits

Effective for retirements on or after July I, 1983, Hurley Medical Center (the "Medical
Center") provides a portion of health insurance premiums for retired employees. The
Medical Center has set aside assets in an irrevocable trust account to be used for
payment of its portion of health insurance premiums for retired employees. The activity
is reported in the fiduciary fund statements.

Plan Description - The Medical Center provides retiree health insurance premiums to
eligible retirees and their spouses through the Retiree Health Benefit Plan (the "Plan").
Retirees receive full or partial health insurance coverage depending on the employee’s
date of employment and union affiliation. During 2007, the Plan was frozen to new
participants. During the year ended June 30, 2010, the Plan was amended to eliminate
the full coverage benefits to those eligible employees. Eligible retirees prior to
December 31, 2009 were grandfathered into the Plan with full health insurance benefits.
The number of participants was 508 and 514 in June 30, 2013 and 2012, respectively.

The Plan’s activity is accounted for in an irrevocable trust and the activity is reported in
the fiduciary fund financial statements. The Plan is a single employer defined benefit plan
administered by the Medical Center. The Plan does not issue a separate stand-alone
financial statement.

79

Notes to Financial Statements
june 30, 2013

Note 14 - Hurley Medical Center Other Postemployment Benefits

(Continued)

Funding Policy - The Medical Center expenses the cost of the Plan in its proprietary
fund. The cost of providing retiree healthcare benefits is estimated through an actuarial
valuation issued on April 8, 2013 based on participant data as of June 30, 2011. The
valuation computes the annual required contribution, which represents a level of funding
that, if paid on an ongoing basis, is projected to cover the normal cost each year and
amortize any unfunded actuarial liabilities over a period not to exceed 30 years. The
Medical Center has no obligation to make contributions in advance of when the
insurance premiums are due for payment (in other words, this may be financed on a
pay-as-you-go basis). However, as shown below, the Medical Center has made
contributions to advance fund certain of these benefits. This valuation's computed
contribution and actual funding are summarized as follows for the year ended June 30,
2013:

Annual Pension Cost and Net Pension Obligation

Percentage

Fiscal Year Annual OPEB OPEB Costs Net OPEB
Ended Costs Contributed Obligation
6/30/09 $ 7,737,798 100 $ -
6/30/10 7,417,585 100 -
6/30/11 7,417,585 100 -
6/30/12 7,071,235 100 -
6/30/13 7,011,793 51 3,432,051

The funding progress of the plan as of the most recent valuation dates is as follows:

June 30
2011 2009
Actuarial value of assets $ 28,182,766 $ 17,143,602
Actuarial accrued liability (AAL) (entry age) $ 90,042,892 $ 88,341,116
Unfunded AAL (UAAL) $ 61,860,126 $ 71,197,514
Funded ratio 31.3% 19.4 %
Covered payroll $ 119,888,970 $ 119,888,970
UAAL as a percentage of covered payroll 51.6 % 59.4 %
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(Continued)

Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan involve
estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding
the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employer and the plan members) and include the types
of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets consistent with the long-term perspective of the calculations.

In the June 30, 201 | actuarial valuation, the individual entry age actuarial cost method
was used. The actuarial assumptions included an 8 percent investment rate of return
(net of administrative expenses), which is a blended rate of the expected long-term
investment returns on plan assets and on the Medical Center's own investments
calculated based on the funded level of the plan at the valuation date, and an annual
healthcare cost trend rate of 9 percent initially, reduced by decrements to an ultimate
rate of 3.75 percent after 10 years. Both rates included a 3.75 percent inflation
assumption. The unfunded actuarial accrued liability (UAAL) is being amortized as a
level percentage of projected payroll on an open basis. The remaining amortization
period at June 30, 201 | was 24 years.

Note 15 - Significant Contingent Liabilities

Federal, state, and local grants:

The City participates in a number of federal, state, and locally assisted grant programs,
principally of which is the federally funded Community Development Block Grant. The
programs are subject to compliance audits. In accordance with the Single Audit Act of
1984, compliance audits of federal grants were made during the current year and have
been reported under a separate cover. However, specific grantors have yet to make
final approval of the compliance audits. The amount of ineligible grant expenses
refunded to the grantor by the City during the year ended June 30, 2013 was $91,246,
which includes no amounts still owed.
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Laws and regulations governing the Medicare and Medicaid programs are complex and
subject to interpretation. Hurley Medical Center’s management believes that it is in
compliance with all applicable laws and regulations. Compliance with such laws and
regulations can be subject to future government review and interpretation as well as
significant regulatory action including fines, penalties, and exclusion from the Medicare
and Medicaid programs.

Note 16 - Risk Management

Risk management - Primary government:

The City is exposed to various risks of loss related to property loss, torts, errors and
omissions, employee injuries, unemployment benefits, as well as medical and workers'
compensation benefits provided to employees. The City has purchased commercial
insurance for fleet equipment and tort claims, boiler and machinery, certain property
and equipment damage and theft, employee theft, and limited tort claims for specific
City facilities or events. See separate disclosures below for Hurley Medical Center
Component Unit.

Settled claims for the commercial insurance have not exceeded the amount of coverage
in any of the past three years. There was no reduction in coverages obtained through
commercial insurance during the past year.

The City is self-insured for workers' compensation on a pay-as-you-go basis for claims
up to $500,000, with reinsurance coverage provided once claims exceed $1,000,000 in
the aggregate. The self-insurance program is administered by a third-party
administrator. All workers' compensation benefits are paid out of the Fringe Benefits
Internal Service Fund. The amount of estimated claims payable at June 30, 2013 was not
material.

The City is self-insured for active employee dental and eye care benefits on a pay-as-
you-go basis. The self-insurance program is administered by a third-party administrator.
All claims and benefits are paid out of the Fringe Benefits Internal Service Fund. The
amount of estimated claims payable at June 30, 2013 was not material.

The City pays unemployment claims on a reimbursement basis. The amount of
estimated claims payable at June 30, 2013 was not material.
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The City is self-insured for medical benefits provided to active employees and retirees.
The benefits are funded on a pay-as-you-go basis. Claims are being paid out of the
Fringe Benefits Internal Service Fund for active employee claims and out of the Retiree
Health Care Trust Fund for retirees. The plans are administered by Blue Cross/Blue
Shield and HealthPlus of Michigan. Once the individual contract or aggregate stop-loss
amount is reached, reinsurance provides the remaining benefits. The City has two health
insurance plans that are self-insured, Blue Cross/Blue Shield of Michigan (BCBSM) and
HealthPlus. For the year ended June 30, 2013, the City paid out $4,376,750 in claims
and administration fees to HealthPlus. The City is protected from catastrophic claims by
an excess insurance policy which provides $2,000,000 in coverage per specific contract
with a $150,000 self-insured retention (SIR). The City did not have any claims in excess
of the stop-loss deductible during the year. The City paid BCBSM $16,482,044 during
the year for claims funding and administration. The self-insured coverages provided
through BCBSM were protected by specific stop-loss coverage, which provided an
unlimited excess with a $100,000 deductible. No claims payable exist at June 30, 2013
due to escrowed reserves maintained by the third-party administrators. The City also
provides fully insured HMO health insurance coverage to a limited number of
employees. At June 30, 2013, there were 676 retirees that were receiving medical
benefits.

The City has a commercial insurance policy that covers certain general tort liability. The
per-claim limit is $1,000,000 with a $500,000 deductible per occurrence and a
$3,000,000 aggregate claim annually. The commercial policy covers public officials,
employment practices, employee benefits, law enforcement, and commercial auto.

The City is self-insured for other potential claims not covered by the commercial
policies. The Hurley Medical Center Component Unit is also self-insured for a number
of risks. The amounts below include all general liability claims against the City except for
those related to Hurley Medical Center. Details regarding Hurley Medical Center's self-
insurance practices are presented separately. The City has estimated the claims that
have been incurred through the end of the year, including both those claims that have
been reported as well as those that have not yet been reported to the City. The
estimate is based on legal counsel’s recommendation and past settlement history. The
estimated liability does not include any incremental costs. The amounts below include
all general liability claims against the City except for those related to Hurley Medical
Center. Hurley Medical Center administers its own risk management program and
details regarding Hurley Medical Center's self-insurance practices are presented
separately.
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Note 16 - Risk Management (Continued)

Risk management - Component units:

The Flint Economic Development Corporation (the "Corporation") is exposed to
various risks of loss related to property loss, torts, and error and omissions. The
Corporation has purchased commercial insurance for those risks associated with a small
business incubator facility which leases commercial and light industrial space to new
businesses. Since the Corporation occupies premises located in the City of Flint
Municipal Center and all Corporation personnel are employees of the City, any losses
related to general liability, employee injuries, workers' compensation, and employee
medical benefits are covered by City self-insurance risk management programs. No
claims related to Corporation activities have been presented to the City as of June 30,
2013.

The Downtown Development Authority (DDA) is exposed to various risks of loss
related to property loss, torts, errors and omissions, and employee injuries (workers’
compensation) as well as medical benefits provided to employees. The DDA has
purchased insurance for these risks.

The Flint Area Enterprise Community (FAEC) is exposed to various risks of loss related
to property loss, torts, and errors and omissions. The FAEC has purchased commercial
insurance coverage through various policies for general liability on all FAEC-owned
property and workers' compensation. Settled claims for the commercial insurance have
not exceeded the amount of coverage in any of the past three years. There were no
reductions in coverage during the current year.

Hurley Medical Center is exposed to various risks of loss, including hospital professional
and patient general liability claims. The Medical Center has established a trust to assist in
accumulating resources to fund excess insurance premiums and to pay claims.

The Medical Center's self-insured retention is $6 million per occurrence annually with
excess claims-made coverage up to $15 million annually. Claims in excess of $15 million
are to be covered by the Medical Center. The Medical Center employs the use of an
actuary to provide an analysis of the existing claims and to estimate the liability for
incurred but not reported (IBNR) claims.

Professional liability for claims is reported in accrued expenses, both current and long
term, on the statement of net position. The carrying amount of the insurance trust
assets (at market) amounted to $16,338,470 at June 30, 2013.
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Note 16 - Risk Management (Continued)

Conditional Asset Retirement Obligation

The Medical Center has an obligation related to the removal of asbestos within various
buildings on campus upon reconstruction, demolition, or abandonment of the buildings.
The Medical Center has not recorded a liability related to the potential costs associated
with the asbestos abatement, as the amount of the liability cannot currently be
reasonably estimated. In addition, the range of time over which the Medical Center may
settle the obligation is unknown and cannot be estimated. The Medical Center currently
has no plans or expectation of plans to undertake a major renovation that would require
the removal of the asbestos or demolition of the buildings. The Medical Center will
recognize a liability in the period sufficient information is available to reasonably estimate
the amount of the liability.

These claim estimates are recorded as accounts payable in the Self Insurance Internal
Service Fund. Changes in the estimated liability as well as the total estimated costs
(based on prior history and claims presented) of claims for the past fiscal year for the
City and Hurley Medical Center Component Unit were as follows:

General Liability Hurley Medical Center

City of Flint, Michigan

2013 2012 2013 2012

Unpaid claims -
Beginning of year $ 3,968,000 $ 5,768,000 $ 36,699,882 $ 34,883,169

Estimated claims

incurred, including

changes in estimates (1,493,470) (738,075) - -
Increase in claims

liability - - 11,204,087 6,949,535
Defense costs and other
fund expenses - - (2,070,833) (1,884,655)

Excess insurance
premium payments - - (1,088,550) (1,205,667)
Claim payments (978,754) (1,061,925)  (2,697,000) (2,042,500)

Estimated liability -
End of year $ 1495776 $ 3,968,000 $ 42,047,586 $ 36,699,882
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Note 17 - Related Party Transactions

The Medical Center pays subsidies and management fees for services rendered by HHS
to the Medical Center. Management fees and contributions from the Medical Center to
HHS for the year ended June 30, 2013 amounted to $17,539,750, all of which relates to
staff and service contracts. Amounts paid by HHS to the Medical Center for rent and
other miscellaneous expenses for the year ended June 30, 2013 totaled $445,644.

As of June 30, 2013, the Medical Center had accounts receivable from HHS of
$1,025,291 and accounts payable to HHS of $295,985.

Included in other operating revenues of HHS are management fees and marketing fees
for services rendered paid by Hurley/Binson’s Medical Equipment, Inc., a related party
to HPMS. Management fee and marketing income from Hurley/Binson’s Medical
Equipment, Inc. for the year ended June 30, 2013 amounted to $0. There were no
accounts receivable from Hurley/Binson’s Medical Equipment at June 30, 2013. HPMS
and HHS purchase courier services from Hurley/Binson’s Medical Equipment, Inc. in the
amount of $300,000 annually.

Note 18 - Upcoming Accounting Pronouncements

In March 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets
and Liabilities, which is required to be implemented for financial statements for periods
beginning after December |5, 2012. Statement No. 65 establishes accounting and
financial reporting standards that reclassify, as deferred outflows and inflows of
resources, certain items that were previously reported as assets and liabilities. This
statement also provides other financial reporting guidance related to the impact of the
financial statement elements deferred outflows of resources and deferred inflows of
resources. Statement No. 65 will be implemented for the City as of June 30, 2014.

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for
Pensions. Statement No. 68 requires governments providing defined benefit pensions to
recognize their unfunded pension benefit obligation as a liability for the first time and to
more comprehensively and comparably measure the annual costs of pension benefits.
This net pension liability that will be recorded on the government-wide, proprietary,
and discretely presented component units statements will be computed differently than
the current unfunded actuarial accrued liability, using specific parameters set forth by
the GASB. The statement also enhances accountability and transparency through revised
note disclosures and required supplemental information (RSI). The City is currently
evaluating the impact this standard will have on the financial statements when adopted.
The provisions of this statement are effective for financial statements for the year ending
June 30, 2015.
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Note 19 - Subsequent Events

Effective October |, 2013, the City entered into a contract with the Karegnondi Water
Authority (KWA) to provide water treatment services to the authority. As part of this
agreement and in order to handle the capacity that this new system will bring, the City
will need to make approximately $7 million worth of upgrades to their current water
plant and treatment facility.

Effective August |, 2013, the City entered into an agreement with the KWA and
Genesee County to issue debt to acquire, construct, and operate a water supply system.
The debt will not exceed $300,000,000. The City's share of the debt is 34.2 percent or
an amount not to exceed $102,600,000. As of the date of the audit report, the debt has
not been issued.

The City is also a voting member of the KWA. The City joined the KWA in 2013 based
on the expectation that the purchase of water for the City will be more economical in
the future than continuing to purchase water from its current supplier, the Detroit
Water and Sewer Department.

Note 20 - Prior Period Adjustment

The governmental activities net position and public improvement fund fund balance at
June 30, 2012 have been restated in order to record a receivable and corresponding
allowance for the due from component unit from the DDA and reverse the previously
reported expense related to the payment of related proceeds to the DDA, which
decreased the expense recognized in the Public Improvement Fund, and had a net
decrease on the net position for governmental activities. The effect of this correction is
noted below as follows:

Public
Governmental Improvement
Activities Fund

City of Flint, Michigan

Net position/fund balance - June 30, 2012 - As
previously reported

Adjustment to record receivable net of allowance for
the due from component unit (DDA) - 4,901,451

Adjustment to record allowance for the due from
component unit (DDA)

$ 23,028879 $ 1,630,490

(4,266,449) -

Net position/fund balance - June 30,2012 - Asrestated $ 18,762,430 $ 6,531,941
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Note 20 - Prior Period Adjustment (Continued)

The effect on the change in net position/fund balance of the prior year is as follows:

Public
Governmental Improvement
Activities Fund
Change in net position/fund balance - June 30,
2012 - As previously reported $  (13,607,341) $ (1,198,804)
Adjustment to record receivable net of allowance
for the due from component unit (DDA) - 4,901,451
Adjustment to record allowance for the due from
component unit (DDA) (4,266,449) -
Change in net position/fund balance - June 30,
2012 - As restated $ (17,873,790) $ 3,702,647
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Required Supplemental Information

City of Flint, Michigan

89

Revenue
Property taxes
Income taxes
Licenses and permits
Federal grants
State revenue
Charges for services
Fines and forfeitures
Interest
Other revenue
Total revenue
Expenditures
Current:

General government:
Mayor's office
Finance
Human relations
City clerk
Law office
Human resources
Office of the ombudsman
City administrator

Total general government
Judicial - 68th District Court

Public safety:
Police department
Fire
Building inspection
Emergency dispatch
Total public safety

Legislative - City council
Community development
Parks and recreation
Transportation

Total expenditures

Excess of Revenue (Under) Over
Expenditures

Other Financing Sources (Uses)
Proceeds from sale of capital assets
Transfers in
Transfers out

Total other financing sources
Net Change in Fund Balance
Fund Balance (Deficit) - Beginning of year

Fund Balance (Deficit) - End of year

Required Supplemental Information
Budgetary Comparison Schedule - General Fund
Year Ended June 30, 2013

Variance with

Original Budget ~Amended Budget Actual Amended Budget
$ 5,725,000 $ 5,725,000 $ 6,011,342 $ 286,342
14,950,000 15,300,000 14,674,274 (625,726)
1,287,931 1,711,931 1,557,320 (154,611)
594,324 3,446,602 2,753,854 (692,748)
13,497,585 15,125,175 16,003,433 878,258
11,944,463 11,577,463 11,406,946 (170,517)
1,394,611 1,537,814 2,291,325 753,511
133,400 133,400 261,004 127,604
3,512,942 622,396 2,770,960 2,148,564
53,040,256 55,179,781 57,730,458 2,550,677
185,579 206,579 212,219 (5,640)
4,900,717 5,009,152 4,595,171 413,981
40,103 40,103 22,613 17,490
847,899 977,906 947,225 30,681
1,053,359 1,053,359 1,061,401 (8,042)
736,929 770,463 687,863 82,600

- 28,577 27,837 740

711,982 614,482 445,472 169,010
8,476,568 8,700,621 7,999,801 700,820
5,358,477 5,358,479 4,955,003 403,476
20,771,119 24,300,987 23,404,501 896,486
11,913,248 11,962,638 10,682,234 1,280,404
99,120 100,120 94,170 5,950
3,314,413 3,314,413 3,141,130 173,283
36,097,900 39,678,158 37,322,035 2,356,123
352,899 352,899 344,227 8,672
1,890,694 2,062,972 1,946,636 116,336
1,994,216 1,966,574 1,853,475 113,099
2,850,000 1,474 861 613
57,020,754 58,121,177 54,422,038 3,699,139
(3,980,498) (2,941,396) 3,308,420 6,249,816
2,500 2,500 100 (2,400)
4,077,998 4,077,998 2,990,000 (1,087,998)

- (40,000) (9.312) 30,688
4,080,498 4,040,498 2,980,788 (1,059,710)
100,000 1,099,102 6,289,208 5,190,106
(19,184,850) (19,184,850) (19,184,850) -

$ (19,084,850) $ (18,085,748) $ (12,895,642) $ 5,190,106
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Revenue
Federal grants
State revenue
Charges for services
Interest
Other revenue - Local revenue

Total revenue

Expenditures
Current:
Public safety
Community development
Parks and recreation
Debt service

Total expenditures
Net Change in Fund Balance
Fund Balance - Beginning of year

Fund Balance - End of year

Required Supplemental Information
Budgetary Comparison Schedule - Major Special Revenue Fund

Federal Grants Fund

Year Ended June 30, 2013

Variance with

City of Flint, Michigan

Amended Amended

Orriginal Budget Budget Actual Budget
$ 28483591 $ 17215927 $ 18400485 $ 1,184,558
300,000 687,233 33,703 (653,530)
14,625 14,625 1,209 (13,416)
370,541 370,541 247,830 (122,711)
22,463 64,096 58,028 (6,068)
29,191,220 18,352,422 18,741,255 388,833
4,455,926 5,387,004 5,321,857 65,147
15,154,977 6,977,213 7,425,188 (447,975)
7,887,396 5,302,715 5,318,080 (15,365)
494,957 494,957 489,639 5318
27,993,256 18,161,889 18,554,764 (392,875)
1,197,964 190,533 186,491 (4,042)

640,253 640,253 640,253 -
$ 1,838217 $ 830,786 $ 826,744 $ (4,042)

9l

Revenue
Property taxes
Interest

Total revenue

Expenditures
Current - Parks and recreation
Debt service

Total expenditures
Transfers Out
Net Change in Fund Balance

Fund Balance - Beginning of year
(as adjusted)

Fund Balance - End of year

Required Supplemental Information
Budgetary Comparison Schedule - Major Capital Project Fund

Public Improvement

Year Ended June 30, 2013

Variance with

Amended Amended
Original Budget Budget Actual Budget
$ 1930400 $ 1,930,400 $ 2,055994 $ 125,594
389,480 389,480 719,450 329,970
2,319,880 2,319,880 2,775,444 455,564
230,000 230,000 481,121 (251,121)
1,147,953 1,147,953 600,141 547,812
1,377,953 1,377,953 1,081,262 296,691
(726,953) (726,953) (726,953) -
214,974 214,974 967,229 752,255
6,531,941 6,531,941 6,531,941 -
$ 6,746,915 $ 6,746,915 $ 7,499,170 $ 752,255
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Required Supplemental Information
Analysis of Funding Progress
Year Ended June 30, 2013

General, Police, Fire, and Hurley Pension Plans
Schedule of Funding Progress
($ Amounts in Thousands)

Actuarial Actuarial UAAL as a
Actuarial Value of Accrued Unfunded Funded Ratio Covered Percentage of
Valuation Year Assets Liability (AAL) AAL (UAAL) (Percent) Payroll Covered

Ended (a) (b) (b-a) (a/b) (c) Payroll
6/30/06 $ 782,098 $ 1,023,599 $ 241,501 764 $ 146,634 l164.7
6/30/07 801,533 1,071,781 270,248 74.8 157,012 172.1
6/30/08 670,366 841,266 170,900 79.7 89,636 190.7
6/30/09 623,292 873,088 249,796 71.4 89,636 278.7
6/30/10 567,215 835,052 267,837 67.9 68,968 388.3
6/30/11 506,504 829,380 322,876 6l.1 63,063 512.0

The actuarial methods used to determine the actuarial accrued liability were the individual entry
age actuarial funding methods. Unfunded actuarial accrued liabilities are being amortized as a
level percent of projected payroll over 30 years for general, police, fire, and Hurley. Significant
actuarial assumptions used in the computation of the accrued actuarial liability include: (1) a rate
of return on the investment or present and future assets of 8.0 percent per year compounded
annually, (2) projected salary increases of 3.75 percent to 7.55 percent per year compounded
annually, and (3) 3.75 percent inflation.

The actuarial value of assets was computed on fair values “smoothed” over a four-year period.

General, Police, Fire, and Hurley Pension Plans
Schedule of Employer Contributions

Net Pension
Annual Obligation
Required Percentage (Asset) at
Fiscal Year Ended Actuarial Valuation Date ~ Contribution **  Contributed June 30 *
6/30/08 6/30/06 $ 14,376,558 72.0 $ 10,805,978
6/30/09 6/30/07 14,497,568 175.0 -
6/30/10 6/30/08 13,394,739 100.0 -
6/30/11 6/30/09 10,835,308 100.0 -
6/30/12 6/30/10 14,562,392 100.0 -
6/30/13 6/30/11 14,909,789 100.0 -

* All net pension obligation is owed by Hurley Medical Center.
** The required contribution is expressed to the City as a percentage of payroll.
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Required Supplemental Information
Analysis of Funding Progress (Continued)
Year Ended June 30, 2013

MERS Pension Plan - Hurley
Schedule of Employer Contributions

Net Pension

Annual Obligation

Required Percentage (Asset) at

Fiscal Year End Actuarial Valuation Date Contribution Contributed June 30

6/30/08 6/30/06 $ 6,690,590 45.0 $ 5711,003
6/30/09 6/30/07 8,037,604 75.0 7,694,335
6/30/10 6/30/07 9,160,796 87.0 8,896,382
6/30/11 6/30/09 9,173,538 75.8 5,505,003
6/30/12 6/30/10 11,734,785 92.1 6,503,942
6/30/13 6/30/10 12,682,496 82.1 3,268,705
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City of Flint, Michigan

Note to Required Supplemental Information
Year Ended jJune 30, 2013

Budgetary Information - Annual budgets are adopted on a basis consistent with generally
accepted accounting principles for the General Fund and special revenue funds. All annual
appropriations lapse at fiscal year end.
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APPENDIX E
FORM OF CONTINUING DISCLOSURE UNDERTAKINGS
KAREGNONDI WATER AUTHORITY

This Continuing Disclosure Undertaking (the “Undertaking”) is executed and delivered
by the Karegnondi Water Authority, Counties of Genesee, Lapeer and Sanilac, State of Michigan
(the “Authority”), in connection with the issuance of the Authority’s Water Supply System
Bonds (Karegnondi Water Pipeline), Series 2014 A (the “Bonds™). The Authority covenants and
agrees for the benefit of the Bondholders, as hereinafter defined, as follows:

(a) Definitions. The following terms used herein shall have the following meanings:

“Audited Financial Statements” means the annual audited financial
statement pertaining to the Authority prepared by an individual or firm of
independent certified public accountants as required by Act 2, Public Acts of
Michigan, 1968, as amended, which presently requires preparation in accordance
with generally accepted accounting principles.

“Bondholders” shall mean the registered owner of any Bond or any person
(a) with the power, directly or indirectly, to vote or consent with respect to, or to
dispose of ownership of, any Bond (including any person holding a Bond through
a nominee, depository or other intermediary) or (b) treated as the owner of any
Bond for federal income tax purposes.

“EMMA” shall mean the MSRB’s Electronic Municipal Market Access
System or such other system, Internet Web Site, or repository hereafter prescribed
by the MSRB for the submission of electronic filings pursuant to the Rule.

“MSRB” means the Municipal Securities Rulemaking Board.

“Rule” means Rule 15c¢2-12 promulgated by the SEC pursuant to the
Securities Exchange Act of 1934, as amended.

“SEC” means the United States Securities and Exchange Commission.

(b) Continuing Disclosure. The Authority hereby agrees, in accordance with the
provisions of the Rule, to provide or cause to be provided to the MSRB through EMMA, on or
before the last day of the sixth month after the end of its fiscal year, the Audited Financial
Statements, or in the event audited financial statements are not available, the Authority agrees to
provide unaudited financial statements and to provide audited financial statements immediately
after they become available.

Such annual financial information described above is expected to be provided directly by

the Authority by specific reference to documents available to the public through EMMA or filed
with the SEC.
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If the fiscal year of the Authority is changed, the Authority shall send a notice of such
change to the MSRB through EMMA, prior to the earlier of the ending date of the fiscal year
prior to such change or the ending date of the fiscal year as changed.

(c) Notice of Failure to Disclose. The Authority agrees to provide or cause to be
provided, in a timely manner, to the MSRB through EMMA, in an electronic format as
prescribed by the MSRB, notice of a failure by the Authority to provide the annual financial
information with respect to the Authority described in subsection (b) above on or prior to the
dates set forth in subsection (b) above.

(d) Occurrence of Events. The Authority agrees to provide or cause to be provided to
the MSRB through EMMA, in an electronic format as prescribed by the MSRB, in a timely
manner not in excess of ten business days after the occurrence of the event, notice of the
occurrence of any of the following events listed in (b)(5)(1)(C) of the Rule with respect to the
Bonds:

(1)  principal and interest payment delinquencies;
(2) non-payment related defaults, if material;
3) unscheduled draws on debt service reserves reflecting financial

difficulties;

4) unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) substitution of credit or liquidity providers, or their failure to
perform;

(6) adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of
Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

(7) modifications to rights of holders of the Bonds, if material;

(8) bond calls, if material, and tender offers;

9) defeasances;

(10) release, substitution, or sale of property securing repayment of the
Bonds, if material;

(11)  rating changes;

(12)  bankruptcy, insolvency, receivership or similar event of the
Authority, which is considered to occur when any of the following
occur: the appointment of a receiver, fiscal agent or similar officer
for the Authority in a proceeding under the U.S. Bankruptcy Code
or in any other proceeding under state or federal law in which a
court or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the Authority, or if
such jurisdiction has been assumed by leaving the existing
governing body and officials or officers in possession but subject
to the supervision and orders of a court or governmental authority,
or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority
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having supervision or jurisdiction over substantially all of the
assets or business of the Authority;

(13) the consummation of a merger, consolidation, or acquisition
involving the Authority or the sale of all or substantially all of the
assets of the Authority, other than in the ordinary course of
business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any
such actions, other than pursuant to its terms, if material; or

(14) appointment of a successor or additional trustee or the change of
name of a trustee, if material.

(e) Materiality Determined Under Federal Securities Laws. The Authority agrees
that its determination of whether any event listed in subsection (c) is material shall be made in
accordance with federal securities laws.

63 Termination of Reporting Obligation. The Authority reserves the right to
terminate its obligation to provide annual financial information and notices of material events, as
set forth above, if and when the Authority is no longer an “obligated person” with respect to the
Bonds within the meaning of the Rule, including upon legal defeasance of all Bonds.

(g)  Identifying Information. All documents provided to the MSRB through EMMA
shall be accompanied by the identifying information prescribed by the MSRB.

(h)  Benefit of Bondholders. The Authority agrees that its undertaking pursuant to the
Rule set forth in this Undertaking is intended to be for the benefit of the Bondholders and shall
be enforceable by any Bondholder; provided that, the right to enforce the provisions of this
Undertaking shall be limited to a right to obtain specific enforcement of the Authority’s
obligations hereunder and any failure by the Authority to comply with the provisions of this
Undertaking shall not constitute a default or an event of default with respect to the Bonds.

(1) Municipal Advisory Council of the State of Michigan. The Authority shall also
file by electronic or other means any information or notice required to be filed with the MSRB
through EMMA pursuant to this Undertaking in a timely manner with the Municipal Advisory
Council of the State of Michigan.

IN WITNESS WHEREOF, the Authority has caused this Undertaking to be executed by
its authorized officer.

KAREGNONDI WATER AUTHORITY

Counties of Genesee, Lapeer and Sanilac
State of Michigan

By:

Its:

Dated: April 16,2014
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COUNTY OF GENESEE

This Continuing Disclosure Undertaking (the “Undertaking”) is executed and delivered
by the County of Genesee, State of Michigan (the “County”) in connection with the issuance by
the Karegnondi Water Authority (the “Authority”) of its Water Supply System Bonds
(Karegnondi Water Pipeline), Series 2014A (the “Bonds”) issued on behalf of the County and the
City of Flint, County of Genesee, State of Michigan. The County covenants and agrees for the
benefit of the Bondholders, as hereinafter defined, as follows:

(a) Definitions. The following terms used herein shall have the following meanings:

“Audited Financial Statements” means the annual audited financial
statement pertaining to the County prepared by an individual or firm of
independent certified public accountants as required by Act 2, Public Acts of
Michigan, 1968, as amended, which presently requires preparation in accordance
with generally accepted accounting principles.

“Bondholders” shall mean the registered owner of any Bond or any person
(a) with the power, directly or indirectly, to vote or consent with respect to, or to
dispose of ownership of, any Bond (including any person holding a Bond through
a nominee, depository or other intermediary) or (b) treated as the owner of any
Bond for federal income tax purposes.

“EMMA” shall mean the MSRB’s Electronic Municipal Market Access
System or such other system, Internet Web Site, or repository hereafter prescribed
by the MSRB for the submission of electronic filings pursuant to the Rule.

“MSRB” means the Municipal Securities Rulemaking Board.

“Rule” means Rule 15c¢2-12 promulgated by the SEC pursuant to the
Securities Exchange Act of 1934, as amended.

“SEC” means the United States Securities and Exchange Commission.

(b)  Continuing Disclosure. The County hereby agrees, in accordance with the
provisions of the Rule, to provide or cause to be provided to the MSRB through EMMA on or
before the last day of the sixth month after the end of its fiscal year the following annual
financial information and operating data, commencing with the fiscal year ended September 30,
2014 in an electronic format as prescribed by the MSRB:

(1) Updates of the numerical financial information and operating data
included in the official statement of the County relating to the Bonds (the
“Official Statement”) appearing in the Tables or under the headings in the Official
Statement as described below:

a. Property Valuations;
b. Major Taxpayers;
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Tax Rates;

Tax Rate Limitation;

Tax Levies and Collections;
Revenues from the State of Michigan,;
Labor Force;

Retirement Plans;

Debt Statement — Direct Debt; and
Legal Debt Margin.
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(2) Audited Financial Statements, or in the event audited financial
statements are not available, the County agrees to provide unaudited financial
statements and to provide audited financial statements immediately after they
become available.

3) Such additional financial information or operating data as may be
determined by the County and its advisors as desirable or necessary to comply
with the Rule.

Such annual financial information and operating data described above are expected to be
provided directly by the County by specific reference to documents available to the public
through EMMA or filed with the SEC.

If the fiscal year of the County is changed, the County shall send a notice of such change
to the MSRB through EMMA, prior to the earlier of the ending date of the fiscal year prior to
such change or the ending date of the fiscal year as changed.

(c) Notice of Failure to Disclose. The County agrees to provide or cause to be
provided, in a timely manner, to the MSRB through EMMA, in an electronic format as
prescribed by the MSRB, notice of a failure by the County to provide the annual financial
information with respect to the County described in subsection (b) above on or prior to the dates
set forth in subsection (b) above.

(d) Occurrence of Events. The County agrees to provide or cause to be provided to
the MSRB through EMMA, in an electronic format as prescribed by the MSRB, in a timely
manner not in excess of ten business days after the occurrence of the event, notice of the
occurrence of any of the following events listed in (b)(5)(1)(C) of the Rule with respect to the
Bonds:

(1) principal and interest payment delinquencies;
(2) non-payment related defaults, if material;
3) unscheduled draws on debt service reserves reflecting financial

difficulties;

4) unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) substitution of credit or liquidity providers, or their failure to
perform;

(6) adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of
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Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

(7) modifications to rights of holders of the Bonds, if material;

(8) bond calls, if material, and tender offers;

9) defeasances;

(10) release, substitution, or sale of property securing repayment of the
Bonds, if material,

(11)  rating changes;

(12)  bankruptcy, insolvency, receivership or similar event of the
County, which is considered to occur when any of the following
occur: the appointment of a receiver, fiscal agent or similar officer
for the County in a proceeding under the U.S. Bankruptcy Code or
in any other proceeding under state or federal law in which a court
or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the County, or if such
jurisdiction has been assumed by leaving the existing governing
body and officials or officers in possession but subject to the
supervision and orders of a court or governmental authority, or the
entry of an order confirming a plan of reorganization, arrangement
or liquidation by a court or governmental authority having
supervision or jurisdiction over substantially all of the assets or
business of the County;

(13) the consummation of a merger, consolidation, or acquisition
involving the County or the sale of all or substantially all of the
assets of the County, other than in the ordinary course of business,
the entry into a definitive agreement to undertake such an action or
the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms, if material; or

(14) appointment of a successor or additional trustee or the change of
name of a trustee, if material.

(e) Materiality Determined Under Federal Securities Laws. The County agrees that
its determination of whether any event listed in subsection (d) is material shall be made in
accordance with federal securities laws.

() Termination of Reporting Obligation. The County reserves the right to terminate
its obligation to provide annual financial information and notices of material events, as set forth
above, if and when the County is no longer an “obligated person” with respect to the Bonds
within the meaning of the Rule, including upon legal defeasance of all Bonds.

(g)  Identifying Information. All documents provided to the MSRB through EMMA
shall be accompanied by the identifying information prescribed by the MSRB.

(h)  Benefit of Bondholders. The County agrees that its undertaking pursuant to the
Rule set forth in this Section is intended to be for the benefit of the Bondholders and shall be
enforceable by any Bondholder; provided that, the right to enforce the provisions of this
undertaking shall be limited to a right to obtain specific enforcement of the County’s obligations
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hereunder and any failure by the County to comply with the provisions of this undertaking shall
not constitute a default or an event of default with respect to the Bonds.

(1) Amendments to the Undertaking. Amendments may be made in the specific types
of information provided or the format of the presentation of such information to the extent
deemed necessary or appropriate in the judgment of the County, provided that the County agrees
that any such amendment will be adopted procedurally and substantively in a manner consistent
with the Rule, including any interpretations thereof by the SEC, which, to the extent applicable,
are incorporated herein by reference. Such interpretations currently include the requirements that
(a) the amendment may only be made in connection with a change in circumstances that arises
from a change in legal requirements, change in law, or change in the identity, nature, or status of
the County or the type of activities conducted thereby, (b) the undertaking, as amended, would
have complied with the requirements of the Rule at the time of the primary offering of the Bonds,
after taking into account any amendments or interpretations of the Rule, as well as any change in
circumstances, and (c) the amendment does not materially impair the interests of Bondholders, as
determined by parties unaffiliated with the County (such as independent legal counsel), but such
interpretations may be changed in the future. If the accounting principles to be followed by the
County in the preparing of the Audited Financial Statements are modified, the annual financial
information for the year in which the change is made shall present a comparison between the
financial statements as prepared on the prior basis and the statements as prepared on the new
basis, and otherwise shall comply with the requirements of the Rule, in order to provide
information to investors to enable them to evaluate the ability of the County to meet its
obligations. A notice of the change in accounting principles shall be sent to the MSRB through
EMMA.

() Municipal Advisory Council of the State of Michigan. The County shall also file
by electronic or other means any information or notice required to be filed with the MSRB
through EMMA pursuant to this Undertaking in a timely manner with the Municipal Advisory
Council of the State of Michigan.

COUNTY OF GENESEE
State of Michigan

By:

Its:

Dated: April 16,2014
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CITY OF FLINT

This Continuing Disclosure Undertaking (the “Undertaking”) is executed and delivered
by the City of Flint, County of Genesee, State of Michigan (the “City”) in connection with the
issuance by the Karegnondi Water Authority (the “Authority”’) of its Water Supply System
Bonds (Karegnondi Water Pipeline), Series 2014A (the “Bonds”) issued on behalf of the City
and the County of Genesee, State of Michigan. The City covenants and agrees for the benefit of
the Bondholders, as hereinafter defined, as follows:

(a) Definitions. The following terms used herein shall have the following meanings:

“Audited Financial Statements” means the annual audited financial
statement pertaining to the City prepared by an individual or firm of independent
certified public accountants as required by Act 2, Public Acts of Michigan, 1968,
as amended, which presently requires preparation in accordance with generally
accepted accounting principles.

“Bondholders” shall mean the registered owner of any Bond or any person
(a) with the power, directly or indirectly, to vote or consent with respect to, or to
dispose of ownership of, any Bond (including any person holding a Bond through
a nominee, depository or other intermediary) or (b) treated as the owner of any
Bond for federal income tax purposes.

“EMMA” shall mean the MSRB’s Electronic Municipal Market Access
System or such other system, Internet Web Site, or repository hereafter prescribed
by the MSRB for the submission of electronic filings pursuant to the Rule.

“MSRB” means the Municipal Securities Rulemaking Board.

“Rule” means Rule 15c¢2-12 promulgated by the SEC pursuant to the
Securities Exchange Act of 1934, as amended.

“SEC” means the United States Securities and Exchange Commission.

(b)  Continuing Disclosure. The City hereby agrees, in accordance with the
provisions of the Rule, to provide or cause to be provided to the MSRB through EMMA on or
before the last day of the sixth month after the end of its fiscal year the following annual
financial information and operating data, commencing with the fiscal year ending June 30, 2014
in an electronic format as prescribed by the MSRB:

(1) Updates of the numerical financial information and operating data
included in the official statement of the City relating to the Bonds (the “Official
Statement”) appearing in the Tables or under the headings in the Official
Statement as described below:

a. Property Valuations;
b. Major Taxpayers;
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Tax Rates (Per $1,000 of Valuation);
Tax Rate Limitation;

Tax Levies and Collections;
Revenues from the State of Michigan,;
City Income Tax;

Labor Force;

Pension Fund;

Debt Statement — Direct Debt; and
Legal Debt Margin.

T EQ@E e o

(2) Audited Financial Statements, or in the event audited financial
statements are not available, the City agrees to provide unaudited financial
statements and to provide audited financial statements immediately after they
become available.

3) Such additional financial information or operating data as may be
determined by the City and its advisors as desirable or necessary to comply with
the Rule.

Such annual financial information and operating data described above are expected to be
provided directly by the City by specific reference to documents available to the public through
EMMA or filed with the SEC.

If the fiscal year of the City is changed, the City shall send a notice of such change to the
MSRB through EMMA, prior to the earlier of the ending date of the fiscal year prior to such
change or the ending date of the fiscal year as changed.

(©) Notice of Failure to Disclose. The City agrees to provide or cause to be provided,
in a timely manner, to the MSRB through EMMA, in an electronic format as prescribed by the
MSRB, notice of a failure by the City to provide the annual financial information with respect to
the City described in subsection (b) above on or prior to the dates set forth in subsection (b)
above.

(d) Occurrence of Events. The City agrees to provide or cause to be provided to the
MSRB through EMMA, in an electronic format as prescribed by the MSRB, in a timely manner
not in excess of ten business days after the occurrence of the event, notice of the occurrence of
any of the following events listed in (b)(5)(i)(C) of the Rule with respect to the Bonds:

(1) principal and interest payment delinquencies;
(2) non-payment related defaults, if material;
3) unscheduled draws on debt service reserves reflecting financial

difficulties;

4) unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) substitution of credit or liquidity providers, or their failure to
perform;

(6) adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of
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Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

(7) modifications to rights of holders of the Bonds, if material;

(8) bond calls, if material, and tender offers;

9) defeasances;

(10) release, substitution, or sale of property securing repayment of the
Bonds, if material,

(11)  rating changes;

(12)  bankruptcy, insolvency, receivership or similar event of the City,
which is considered to occur when any of the following occur: the
appointment of a receiver, fiscal agent or similar officer for the
City in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially
all of the assets or business of the City, or if such jurisdiction has
been assumed by leaving the existing governing body and officials
or officers in possession but subject to the supervision and orders
of a court or governmental authority, or the entry of an order
confirming a plan of reorganization, arrangement or liquidation by
a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the
City;

(13) the consummation of a merger, consolidation, or acquisition
involving the City or the sale of all or substantially all of the assets
of the City, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions,
other than pursuant to its terms, if material; or

(14) appointment of a successor or additional trustee or the change of
name of a trustee, if material.

(e) Materiality Determined Under Federal Securities Laws. The City agrees that its
determination of whether any event listed in subsection (d) is material shall be made in
accordance with federal securities laws.

() Termination of Reporting Obligation. The City reserves the right to terminate its
obligation to provide annual financial information and notices of material events, as set forth
above, if and when the City is no longer an “obligated person” with respect to the Bonds within
the meaning of the Rule, including upon legal defeasance of all Bonds.

(g)  Identifying Information. All documents provided to the MSRB through EMMA
shall be accompanied by the identifying information prescribed by the MSRB.

(h)  Benefit of Bondholders. The City agrees that its undertaking pursuant to the Rule
set forth in this Section is intended to be for the benefit of the Bondholders and shall be
enforceable by any Bondholder; provided that, the right to enforce the provisions of this
undertaking shall be limited to a right to obtain specific enforcement of the City’s obligations
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hereunder and any failure by the City to comply with the provisions of this undertaking shall not
constitute a default or an event of default with respect to the Bonds.

(1) Amendments to the Undertaking. Amendments may be made in the specific types
of information provided or the format of the presentation of such information to the extent
deemed necessary or appropriate in the judgment of the City, provided that the City agrees that
any such amendment will be adopted procedurally and substantively in a manner consistent with
the Rule, including any interpretations thereof by the SEC, which, to the extent applicable, are
incorporated herein by reference. Such interpretations currently include the requirements that (a)
the amendment may only be made in connection with a change in circumstances that arises from
a change in legal requirements, change in law, or change in the identity, nature, or status of the
City or the type of activities conducted thereby, (b) the undertaking, as amended, would have
complied with the requirements of the Rule at the time of the primary offering of the Bonds, after
taking into account any amendments or interpretations of the Rule, as well as any change in
circumstances, and (c) the amendment does not materially impair the interests of Bondholders, as
determined by parties unaffiliated with the City (such as independent legal counsel), but such
interpretations may be changed in the future. If the accounting principles to be followed by the
City in the preparing of the Audited Financial Statements are modified, the annual financial
information for the year in which the change is made shall present a comparison between the
financial statements as prepared on the prior basis and the statements as prepared on the new
basis, and otherwise shall comply with the requirements of the Rule, in order to provide
information to investors to enable them to evaluate the ability of the City to meet its obligations.
A notice of the change in accounting principles shall be sent to the MSRB through EMMA.

() Municipal Advisory Council of the State of Michigan. The City shall also file by
electronic or other means any information or notice required to be filed with the MSRB through
EMMA pursuant to this Undertaking in a timely manner with the Municipal Advisory Council of
the State of Michigan.

CITY OF FLINT

County of Genesee
State of Michigan

By:

Its:

Dated: April 16, 2014
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APPENDIX F

FORM OF APPROVING OPINION

Karegnondi Water Authority
Counties of Genesee, Lapeer and Sanilac
State of Michigan

We have acted as bond counsel to the Karegnondi Water Authority, Counties of Genesee,
Lapeer and Sanilac, State of Michigan (the “Issuer”) in connection with the issuance by the Issuer of
bonds in the aggregate principal sum of $220,500,000 designated Water Supply System Bonds
(Karegnondi Water Pipeline), Series 2014A (the “Bonds”). In such capacity, we have examined such
law and the transcript of proceedings relating to the issuance of the Bonds and such other
proceedings, certifications and documents as we have deemed necessary to render this opinion.

The Bonds are in fully-registered form in the denomination of $5,000 each or multiples
thereof, numbered in order of registration, bearing original issue date of April 16, 2014, payable as to
principal and interest as provided in the Bonds, subject to redemption prior to maturity in the manner,
at the times and at the prices specified in the Bonds.

The Bonds are issued under the provisions of Act 233, Public Acts of Michigan, 1955, as
amended, in anticipation of and are payable as to both principal and interest solely from the proceeds
of certain specified contractual payments to be made to the Issuer by the County of Genesee
(“Genesee”) and the City of Flint, County of Genesee (“Flint,” and together with Genesee, the “Local
Units”), pursuant to a certain contract referred to in the Bonds (the “Contract”). The Issuer has
pledged all of such contractual payments for the payment of the principal of and interest on the
Bonds.

As to questions of fact material to our opinion, we have relied on the certified proceedings
and other certifications of public officials and others furnished to us.

Based upon the foregoing, we are of the opinion that, under existing law:

1. The Bonds have been duly authorized and executed by the Issuer and are valid and
binding obligations of the Issuer, payable as to both principal and interest solely from moneys to be
paid under the Contract.

2. The Contract is a valid and binding obligation of the Issuer and the Local Units. The
Local Units have each pledged their full faith and credit for the payment of such moneys to the Issuer
as set out in the Contract. Genesee’s obligations under the Contract to which Genesee has pledged its
full faith and credit include the requirement to make all payments that Flint fails to make to the Issuer
under the Contract as described in Exhibit B of the Contract. The full faith and credit pledges of the
Local Units are limited tax general obligations of the Local Units, and the Local Units are required to
pay their commitments with respect to the Bonds as a first budget obligation from their general funds,
including the collection of any ad valorem taxes which they are authorized to levy. However, the
ability of the Local Units to levy such taxes is subject to applicable constitutional, statutory, and
charter tax rate limitations.
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3. The interest on the Bonds (a) is excludable from gross income for federal income tax
purposes and (b) is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations. It should be noted, however, that with respect to
corporations (as defined for federal income tax purposes), the interest is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax
imposed on such corporations. Further, the Bonds and the interest thereon are exempt from all
taxation by the State of Michigan or by any taxing authority within the State of Michigan except
inheritance and estate taxes and taxes on gains realized from the sale, payment or other disposition
thereof. The opinions set forth in this paragraph are subject to the condition that the Issuer and the
Local Units comply with all requirements of the Internal Revenue Code of 1986, as amended, that
must be satisfied subsequent to the issuance of the Bonds in order that interest thereon be (or
continue to be) excludable from gross income for federal and Michigan income tax purposes. The
Issuer and the Local Units have covenanted to comply with all such requirements. Failure to comply
with certain of such requirements could cause the interest on the Bonds to be included in gross
income retroactively to the date of issuance of the Bonds.

Except as stated in paragraph 3 above, we express no opinion regarding other federal or state
tax consequences arising with respect to the Bonds and the interest thereon.

The rights or remedies of bondholders may be affected by bankruptcy, insolvency, fraudulent
conveyance or other laws affecting creditors’ rights generally, now existing or hereafter enacted, and
by the application of general principles of equity, including those relating to equitable subordination.

This opinion is given as of the date hereof, and we assume no obligation to revise or
supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention, or any changes in law that may hereafter occur.

Very truly yours,

MILLER, CANFIELD, PADDOCK AND STONE, p.L.C.
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APPENDIX G

BOOK-ENTRY ONLY SYSTEM

General

The information under “General” in this Appendix G has been furnished by The
Depository Trust Company, New York, New York (“DTC”). No representation is made by the
Issuer or the Transfer Agent as to the completeness or accuracy of such information or as to the
absence of material adverse changes in such information subsequent to the date herecof. No
attempt has been made by the Issuer or the Transfer Agent to determine whether DTC is or will
be financially or otherwise capable of fulfilling its obligations. Neither the Issuer nor the
Transfer Agent will have any responsibility or obligation to Direct Participants, Indirect
Participants (both as defined below) or the persons for which they act as nominees with respect
to the Bonds, or for any principal, premium, if any, or interest payment thereof.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such
other name as may be requested by an authorized representative of DTC. One fully-registered
Bond certificate will be issued for each maturity of the Bonds, each in the aggregate principal
amount of such maturity and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds
and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, corporate
and municipal debt issues and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited
securities through electronic computerized book-entry transfers and pledges between Direct
Participants’ accounts. This eliminates the need for physical movement of securities certificates.
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants™). DTC has a Standard & Poor’s rating of AA+. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More
information about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
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of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in the
Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as may
be requested by an authorized representative of DTC. The deposit of Bonds with DTC and their
registration in the name of Cede & Co. or such other nominee do not affect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds
are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of Bonds may
wish to take certain steps to augment the transmission to them of notices of significant events
with respect to the Bonds, such as redemptions, tenders, defaults and proposed amendments to
the Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the
nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and
addresses to the registrar and request that copies of the notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with
respect to the Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts the Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

Payments of principal, interest and redemption amounts, if any, on the Bonds will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative
of DTC. DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds
and corresponding detail information from the Issuer or Transfer Agent on payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
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Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC (nor its nominee),
Transfer Agent, or Issuer, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payments of principal, interest and redemption amounts, if any, to Cede &
Co. (or such other nominee as may be requested by an authorized representative of DTC) are the
responsibility of the Issuer or Transfer Agent, disbursement of such payments to Direct
Participants will be the responsibility of DTC and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or Transfer Agent. Under such
circumstances, in the event that a successor securities depository is not obtained, Bond
certificates are required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). In that event, Bond certificates will be
printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry-only system has
been obtained from sources that the Issuer believes to be reliable, but the Issuer takes no
responsibility for the accuracy thereof.

THE ISSUER AND THE TRANSFER AGENT CANNOT AND DO NOT GIVE ANY
ASSURANCES THAT DTC, THE DIRECT PARTICIPANTS OR THE INDIRECT
PARTICIPANTS WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE BONDS (i)
PAYMENTS OF PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE
BONDS, (i) ANY DOCUMENT REPRESENTING OR CONFIRMING BENEFICIAL
OWNERSHIP INTERESTS IN BONDS, OR (iii) REDEMPTION OR OTHER NOTICES
SENT TO DTC OR CEDE & CO., ITS NOMINEE, AS THE REGISTERED OWNER OF THE
BONDS, OR THAT THEY WILL DO SO ON A TIMELY BASIS OR THAT DTC, DIRECT
PARTICIPANTS OR INDIRECT PARTICIPANTS WILL SERVE AND ACT IN THE
MANNER DESCRIBED IN THIS OFFICIAL STATEMENT. THE CURRENT “RULES”
APPLICABLE TO DTC ARE ON FILE WITH THE SECURITIES AND EXCHANGE
COMMISSION, AND THE CURRENT “PROCEDURES” OF DTC TO BE FOLLOWED IN
DEALING WITH THE PARTICIPANTS ARE ON FILE WITH DTC.

NEITHER THE ISSUER NOR THE TRANSFER AGENT WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO ANY DIRECT PARTICIPANT, INDIRECT
PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY OTHER PERSON WITH
RESPECT TO: (1) THE BONDS; (2) THE ACCURACY OF ANY RECORDS MAINTAINED
BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; (3) THE
PAYMENT BY DTC TO ANY PARTICIPANT, OR BY ANY DIRECT PARTICIPANT OR
INDIRECT PARTICIPANT TO ANY BENEFICIAL OWNER OF ANY AMOUNT DUE
WITH RESPECT TO THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE
BONDS; (4) THE DELIVERY BY DTC TO ANY PARTICIPANT, OR BY ANY DIRECT
PARTICIPANT OR INDIRECT PARTICIPANT TO ANY BENEFICIAL OWNER OF ANY
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NOTICE WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE
RESOLUTION TO BE GIVEN TO BONDHOLDERS; (5) THE SELECTION OF THE
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
REDEMPTION OF THE BONDS; OR (6) ANY CONSENT GIVEN OR OTHER ACTION
TAKEN BY DTC AS BONDHOLDER.

Transfer Agent and Bond Registration

Principal and interest shall be payable and the Bonds shall be registered and transferred
as described under the heading “General” in this Appendix G until the book-entry only system is
discontinued. The Issuer has appointed the Transfer Agent shown on the cover. In the event the
book-entry only system is discontinued, the Transfer Agent will also act as bond registrar and
transfer agent.

Transfer Outside Book-Entry-Only System

In the event that the book-entry-only system is discontinued, the following provisions
would apply to the Bonds. The Transfer Agent shall keep the registration books for the Bonds
(the “Bond Register”) at its corporate trust office. Subject to the further conditions contained in
the Resolution, the Bonds may be transferred or exchanged for one or more Bonds in different
authorized denominations upon surrender thereof at the corporate trust office of the Transfer
Agent by the registered owners or their duly authorized attorneys; upon surrender of any Bonds
to be transferred or exchanged, the Transfer Agent shall record the transfer or exchange in the
Bond Register and shall authenticate replacement bonds in authorized denominations; during the
15 days immediately preceding the date of mailing of any notice of redemption or any time
following the mailing of any notice of redemption, the Transfer Agent shall not be required to
effect or register the transfer or exchange of any Bond which has been selected for such
redemption, except the Bonds properly surrendered for partial redemption may be exchanged for
new Bonds in authorized denominations equal in the aggregate to the unredeemed portion; the
Issuer and Transfer Agent shall be entitled to treat the registered owners of the Bonds, as their
names appear in the Bond Register as of the appropriate dates, as the owners of such Bonds for
all purposes under the Resolution. No transfer or exchange made other than as described above
in the Resolution shall be valid or effective for any purposes under the Resolution.
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MILLER, CANFIELD, PADDOCK AND STONE, PLC.

KAREGNONDI WATER AUTHORITY FINANCING CONTRACT

THIS CONTRACT, dated as of August 1, 2013, by and among the Karegnondi Water Authority,
a municipal authority and public body corporate of the State of Michigan (hereinafter referred to as the
“Authority”), the City of Flint in the County of Genesee and the County of Genesee (collectively, the
“Local Units™ and each a “Local Unit™).

WITNESSETH:

WHEREAS, the Authority has been incorporated under the provisions of Act No. 233, Public
Acts of Michigan, 1955, as amended (hereinafter referred to as *Act 233”), for the purposes set forth in
Act 233; and

WHEREAS, the Authority will acquire, construct and operate a water supply system to be
known as the Karegnondi Water Supply System that provides untreated water to the Local Units, each of
which is a constituent municipality of the Authority; and

WHEREAS, it is immediately necessary and imperative for the public health and welfare of the
present and future residents of each of the Local Units that a certain water supply system, as more fully
described on Exhibit A hereto, together with all necessary interests in land, appurtenances and
attachments thereto (the “System™) be acquired, installed and constructed; and

WHEREAS, plans and an estimate of cost of the System have been prepared by the Authority’s
consulting engineers, Wade Trim (the “Consulting Engineers”), which said estimate of aggregate cost
totals an amount not to exceed $300,000,000; and

WHEREAS, each of the Local Units is desirous of having the Authority acquire and own the
System in order to continue to operate the System in order to furnish the Local Units with untreated raw
water; and

WHEREAS, the parties hereto have determined that the System is essential to the general health,
safety and welfare of each of the Local Units; and

WHEREAS, the Authority and each of the Local Units are each agreeable to the execution of
this Contract by and among themselves which provides, among other things, for the financing of all or a
portion of the cost of the System; and

WHEREAS, this Contract contemplates the issuance of bonds in one or more series by the
Authority to pay all or part of the costs of the System; and

WHEREAS, each of the Local Units has or will approve and authorize the execution of this
Contract by resolution of its governing body; and
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WHEREAS., cach of the Local Units has published or will publish, individually or jointly, a
notice of intention to enter into this Contract in a newspaper of general circulation in the territory
encompassed by each Local Unit; and

WHEREAS, this Contract will become effective for each Local Unit upon expiration of a period
of forty-five (45) days following publication by each Local Unit of its notice of intention without filing
of a petition for referendum on the question of its entering into this Contract, or if such referendum
election be required, then upon approval by the qualified electors of the Local Unit.

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND THE COVENANTS
MADE HEREIN, THE PARTIES HERETO AGREE AS FOLLOWS:

SECTION 1. The Authority and the Local Units hereby approve the acquisition, construction
and operation of System, together with all necessary interests in land, appurtenances and attachments
thereto.

SECTION 2. Each of the Local Units hereby consents to the use by the Authority and any
parties contracting with the Authority of the public streets, alleys, lands and rights-of-way in each Local
Unit for the purpose of constructing, operating and maintaining the System including any improvements,
enlargements and extensions thereto.

SECTION 3. The System is designed to provide and transport untreated raw water to each of
the Local Units and the System is immediately necessary to protect and preserve the public health.

SECTION 4. The Authority and each of the Local Units hereby approve and confirm the plans
for the System prepared by the Consulting Engineers and the total estimated cost thercof in the sum of
not to exceed $300,000,000. Said cost estimate includes all surveys, plans, specifications, acquisition of
property for rights-of-way, physical construction necessary to acquire and construct the System, the
acquisition of all materials, machinery and necessary equipment, and all engineering, engineering
supervision, administrative, legal and financing expenses necessary in connection with the acquisition
and construction of the System and the financing thereof.

SECTION 5. The Authority shall not enter into any final contract or contracts for the acquisition
and construction of the System if such contract price or prices will be such as to cause the actual cost
thereof to exceed the estimated cost as approved in Section 4 of this Contract unless the Authority has
sufficient funds to cover such excess, or, each of the Local Units, by resolution of its respective
legislative body, (a) approves said increased total cost, and (b) agrees to pay such excess over the
estimated cost, cither in cash or by specifically authorizing the maximum principal amount of bonds to
be issued, as provided in Sections 9 and 14 of this Contract, to be increased to an amount which will
provide sufficient funds to meet said increased cost, and approves a similar increase in the installment
obligations of each Local Unit, if any, pledged under the terms of this Contract to the payment of such
bonds.

SECTION 6. The System shall be acquired and constructed by the Authority substantially in
accordance with the plans and specifications therefor approved by this Contract. All matters relating to
engineering plans and specifications, together with the making and letting of final construction
contracts, the approval of work and materials thereunder, and construction supervision, shall be in the
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control of the Authority. All acquisition of sites and rights-of-way, if any, shall be done by the
Authority. Each Local Unit’s share of the costs of such acquisition in each Local Unit, if any, shall be
paid from the Local Unit’s share of bond proceeds and, in addition, any costs incurred by any Local Unit
in connection with the acquisition or construction of the System, including, but not limited to,
engineering expenses, shall be promptly reimbursed to the Local Unit by the Authority from the
proceeds of the Authority’s Bonds with the approval of the Authority board.

SECTION 7. The Authority shall operate, maintain and administer the System for and on behalf
of the Local Units. The System shall be maintained in good condition and repair. The Authority shall
provide insurance as part of its obligation to operate the System. The Authority will furnish reports to
the Local Units at periodic intervals corresponding with the reporting periods of the Local Units in detail
sufficient to inform the Local Units of the operations of the System and to permit the Local Units to
meet their financing requirements hereunder.

SECTION 8. To provide for the construction and financing of the System in accordance with the
provisions of Act 233, the Authority shall take the following steps:

(@)  The Authority will take steps to adopt a resolution or resolutions providing for the
issuance of its bonds in one or more series in the principal amount of not to exceed $300,000,000
(except as otherwise authorized pursuant to Section 5 of this Contract) to finance all or part of
the costs of the System. Said bonds shall mature serially or be subject to mandatory sinking fund
redemption as authorized by law, and shall be secured by the contractual obligations of each
Local Unit in this Contract. After due adoption of the resolution or resolutions , the Authority
will take all necessary legal procedures and steps necessary to effectuate the sale or sales and
delivery or deliveries of said bonds.

(b)  The Authority shall take all steps necessary to take bids for and enter into and
execute final acquisition and construction contracts for the acquisition and construction of the
System as specified and approved hereinbefore in this Contract, in accordance with the plans and
specifications therefor based on the plans as approved by this Contract.

(¢)  The Authority will require and procure from the contractor or contractors
undertaking the actual construction and acquisition of the System necessary and proper bonds to
guarantee the performance of the contract or contracts and such labor and material bonds as may
be required by law.

(d)  The Authority, upon receipt of the proceeds of sale of each series of bonds, will
comply with all provisions and requirements provided for in the resolution authorizing the
issuance of such series of bonds and this Contract relative to the disposition and use of the
proceeds of sale of such series of bonds.

(e) The Authority may temporarily invest any bond proceeds or other funds held by it
for the benefit of each Local Unit as permitted by law and investment income shall accrue to and
follow the fund producing such income. The Authority shall not, however, invest, reinvest or
accumulate any moneys deemed to be proceeds of the bonds pursuant to §148 of the Internal
Revenue Code of 1986, as amended, and the applicable regulations thereunder (the “Code”), in
such a manner as to cause the bonds to be “arbitrage bonds” within the meaning of Code §
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103(b)(2) and §148, or otherwise as may jeopardize the tax status of the bonds.

SECTION 9. Each Local Unit irrevocably covenants and agrees to pay to the Authority its
Iocal Unit share of each series of bonds to be issued by the Authority pursuant to this Contract. The
share of each Local Unit shall be determined as set forth on Exhibit B hereto.

The cost of the System to be financed with the issuance of bonds of the Authority in the
aggregate principal amount of not to exceed $300,000,000 shall be paid in annual installments on the
dates and in the amounts as established in the Authority’s bond authorizing resolution.

Each Local Unit covenants that it will make or cause to be made its payments as required by this
Contract not less than 30 days prior to the dates on which the Authority is required to make payments on
the bonds described herein to the transfer agent for the bonds.

It is understood and agreed that the bonds of the Authority hereinbefore referred to will be issued
in anticipation of the above contractual obligation, with principal maturities on the dates established by
the Authority corresponding to the principal amount of the installments then coming due, and there shall
also be paid in addition to said principal installments, on such dates as shall be determined by the
Authority, commencing on such date as determined by the Authority, as accrued interest on the principal
amount remaining unpaid, an amount sufficient to pay all interest at an interest rate not to exceed ten
percent (10%) per annum, due on the next succeeding interest payment date on the bonds from time to
time outstanding.

It is further understood and agreed that the bonds of the Authority may be secured by a debt
service reserve fund or funds to provide additional security for the timely payment thereof if the
Authority determines, in consultation with its financial advisor, that the provision of such debt service
reserve fund or funds is advisable. If the bonds of the Authority are secured by a debt service reserve
fund or funds, each Local Unit covenants and agrees to provide for the replenishment of such debt
service reserve funds as described in Exhibit B.

From time to time as the Authority is billed by the transfer agent for its services for the bonds,
and as other costs and expenses accrue to the Authority from handling of the payments made by the
Local Units, or from other actions taken in connection with the System, the Authority shall promptly
notify the Local Units of the amount of such paying agent fees and other costs and expenses, and the
Local Units shall promptly remit to the Authority sufficient funds to meet such fees and other costs and
expenses in the proportions hereinabove provided to the extent sufficient funds are not available to the
Authority. Each Local Unit warrants and represents that the amount of its obligations under this
Contract, when taken together with other indebtedness of such Local Unit, will not cause its obligations
under this Contract to exceed any constitutional, statutory or charter debt limitation applicable to such
Local Unit.

The Authority shall, within thirty (30) days after the delivery of each series of the bonds of the
Authority hereinbefore referred to, furnish each Local Unit with a complete schedule of installments of
principal and interest thereon, and the Authority shall also at least sixty (60) days prior to each principal
and/or interest installment due date, advise the Local Units, in writing, of the exact amount of principal
and interest installments due on each series of bonds on the next succeeding bond principal and/or
interest due date, and payable on the first day of the month immediately preceding, as hereinbefore
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provided. Failure of the Authority to notify the Local Units of any such payment shall not relieve the
Local Units of the obligation to make such payment.

If any principal installment or interest installment is not paid when due, the amount not so paid
shall be subject to a penalty, in addition to interest, of one percent (1%) thereof for each month or
fraction thereof that the same remains unpaid after the due date.

SECTION 10. Each Local Unit states its intention to pay its obligations under this Contract from
sources of moneys as are provided by Act 233 and applicable law, including the levy and collection of
rates and charges to users of its respective water supply system for operating and maintaining its system
provided by each Local Unit to customers in the Local Unit. Nevertheless, pursuant to the authorization
contained in Act 233, each Local Unit hereby irrevocably pledges its full faith and credit for the prompt
and timely payment of its obligations pledged for bond payments as expressed in this Contract, and,
subject to the provisions of the last sentence of this paragraph, shall each year, commencing with the
first tax levy after issuance of the bonds by the Authority, levy an ad valorem tax on all the taxable
property in the Local Unit in an amount which, taking into consideration estimated delinquencies in tax
collections, will be sufficient to pay such obligations under this Contract becoming due before the time
of the following year’s tax collections. Such annual tax levies shall be subject to applicable
constitutional, statutory, and charter tax limitations. Nothing herein contained shall be construed to
prevent a Local Unit from using any, or any combination of, the means and methods provided in Section
7 of Act 233, as now or hereafter amended, for the purpose of providing funds to meet its obligations
under this Contract, and, if at the time of making the annual tax levy there shall be either other funds on
hand earmarked and set aside, or funds provided in the annual budget of the water supply system of the
Local Unit, for the payment of the contractual obligations due prior to the next tax collection period,
then such annual tax levy may be reduced by such amount.

In the event a Local Unit shall fail for any reason to pay to the Authority at the times specified
the amounts required to be paid by the provisions of this Contract, the Authority shall immediately give
notice of such default and the amount thereof, to the Treasurer of each Local Unit, the Treasurer of the
State of Michigan, and such other officials charged with the disbursement to such Local Unit of funds
returned by the State and now or hereafter under Act 233 available for pledge as provided in this Section
and in Section 12a of Act 233, and if such default is not corrected within ten (10) days after such
notification, the State Treasurer, or other appropriate official charged with disbursement to such Local
Unit of the aforesaid funds, is, by these presents, specifically authorized by the Local Unit, to the extent
permitted by law, to withhold from the aforesaid funds the maximum amount necessary to cure said
deficit and to pay said sums so withheld to the Authority, to apply on the obligations of the Local Unit
as herein set forth. Any such moneys so withheld and paid shall be considered to have been paid to the
Local Unit within the meaning of the Michigan Constitution and statutes, the purpose of this provision
being voluntarily to pledge and authorize the use of said funds owing to the Local Unit to meet any past-
due obligations of such Local Unit due under the provisions of this Contract. In addition to the
foregoing, the Authority shall have all other rights and remedies provided by law to enforce the
obligations of the Local Unit to make its payments in the manner and at the times required by this
Contract, including the right of the Authority to direct the Local Unit to make a tax levy to reimburse the
Authority for any funds advanced.

SECTION 11. Each Local Unit may pay in advance any of the payments required to be made by
this Contract, in which event the Authority shall credit the respective Local Unit with such advance
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payment on future due payments to the extent of such advance payment, or use such advances to call
bonds without credit to the extent provided in relevant series of bonds.

SECTION 12. Each Local Unit may pay additional moneys over and above any of the payments
specified in this Contract, with the written request that such additional funds be used to prepay
installments, in which event the Authority shall be obligated to apply and use said moneys for such
purpose to the fullest extent possible. Such moneys shall not then be credited as advance payments
under the provisions of Section 11 of this Contract.

SECTION 13. It is specifically recognized by each Local Unit that the debt service payments
required to be made by each pursuant to the terms of Section 9 of this Contract are to be pledged for and
used to pay the principal installments of and interest on with respect to the bonds to be issued by the
Authority as provided by this Contract and authorized by law, and each Local Unit covenants and agrees
that it will make all required payments to the Authority promptly and at the times herein specified
without regard to whether the System is actually completed or placed in operation.

SECTION 14. If the proceeds of the sale of the bonds in one or more series in aggregate amount
not to exceed $300,000,000 to be issued by the Authority are for any reason insufficient to complete
each Local Unit’s share of the cost of the System, subject to each Local Unit’s approval required by
Section 5 hereof, the Authority shall automatically be authorized to issue additional bonds in an
aggregate principal amount sufficient to pay the cost of completing the System and to increase the
annual payments required to be made by each Local Unit in an amount so that the total payments
required to be made as increased will be sufficient to meet the annual principal and interest requirements
on the bonds herein authorized plus the additional bonds to be issued. It is expressly agreed between the
parties hereto that the Authority shall issue bonds pursuant to this Contract and cach Local Unit shall be
committed to retire such amount of bonds as may be necessary to pay each Local Unit’s share of the
costs of the System whether or not in excess of those presently estimated herein. Any such additional
bonds shall comply with the requirements of Act 233 and any increase in the annual payments shall be
made in the manner and at the times specified in this Contract. In licu of such additional bonds, each
Local Unit may pay over to the Authority, in cash, sufficient moneys to complete each Local Unit’s
share of the cost of the System.

SECTION 15. After completion of the System and payment of all costs thereof, any surplus
remaining from the proceeds of sale of bonds shall be used by the Authority for either of the following
purposes: (a) for improvements or enhancements to the System or for other projects of the Authority
undertaken on behalf of the Local Units, subject to approval of the Authority; or (b) credited by the
Authority toward the next payments due the Authority by said Local Units hereunder.

SECTION 16. The obligations and undertakings of each of the parties to this Contract shall be
conditioned on the successful issuance and sale of the first series of bonds pursuant to Act 233, and if for
any reason whatsoever the first series of bonds are not issued and sold within three (3) years from the
date of this Contract, this Contract, except for payment of preliminary expenses and ownership of
engineering data, shall be considered void and of no force and effect.

SECTION 17. The Authority and each Local Unit each recognize that the owners from time to

time of each series of bonds issued by the Authority under the provisions of Act 233 to finance the cost
of the System will have contractual rights in this Contract, and it is, therefore, covenanted and agreed by
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the Authority and each Local Unit that so long as any of series of bonds shall remain outstanding and
unpaid, the provisions of this Contract shall not be subject to any alteration or revision which would in
any manner materially affect either the security of such series of bonds or the prompt payment of
principal or interest thereon. Each Local Unit and the Authority each further covenant and agree that
cach will comply with its respective duties and obligations under the terms of this Contract promptly at
the times and in the manner herein set forth, and will not suffer to be done any act which would in any
way impair the said bonds, the security therefor, or the prompt payment of principal and interest thereon.
It is hereby declared that the terms of this Contract insofar as they pertain to the security of any such
bonds shall be deemed to be for the benefit of the owners of said bonds.

SECTION 18. This Contract shall remain in full force and effect from the effective date hereof
(as provided in Section 21) until each series bonds issued by the Authority are paid in full, but in any
event not to exceed a period of thirty (30) years for each series of bonds. At such time within said 30-
year term as any of the series of said bonds are paid, this Contract shall be terminated. In any event, the
obligation of each Local Unit to make payments required by this Contract shall be terminated at such
time as all of said bonds are paid in full, together with any deficiency or penalty thereon.

SECTION 19. This Contract shall inure to the benefit of and be binding upon the respective
parties hereto, their successors and assigns.

SECTION 20. This Contract shall become effective upon (i) approval by the legislative body of
each Local Unit, (i) approval by the Board of the Authority and (iii) due execution by authorized
officers of each Local Unit and by the Chairman and Secretary of the Authority.

SECTION 21. This Contract may be executed in several counterparts.
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SECTION 21. This Contract may be executed in several counterparts.

IN WITNESS WHEREOF, the parties hereto have caused this instrument to be executed as of

the day and year first above written.

In the preﬁence of: i

In the presence of:

0

N4
s

5
>

%\5

i.“'\

In the presenge of:

(
\//m,e,_, y«.ﬂ/(,-'

U

KARE(:NONDI WATER AUTHORITY

Secretary

CIT FLINT
Mayor
By: - g
//City Clerk
COUNTY OF GENESEE
By: Cﬁa@ Lo M
Chaxrperson of
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EXHIBIT A

SYSTEM

The Karegnondi Water System is a raw water supply system. It will deliver untreated Lake
Huron water 65 miles inland to the population centers of Lapeer and Genesee Counties, including the
Cities of Lapeer and Flint, and the County Agency of Genesee County with 17 local municipal systems.
The system will also be capable of delivering water along the route to customers in Sanilac and Lapeer
County, as well as future customers in Saint Clair County.

The system will consist of a lake intake, two pumping stations, and over 65 miles of large
diameter transmission watermain. The system will include fire hydrants, metering stations, reservoirs,
and the appurtenances necessary to operate the system efficiently. The lake intake portion of the project
and the land where the two pumping stations are located will be acquired, constructed, designed and
financed by the County of Genesee and made available for use by the Karegnondi Water System.

All land and required right-of-ways and easements have been acquired.
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EXHIBIT B

LOCAL UNIT ESTIMATED SHARE OF IMPROVEMENT COST

The following is a breakdown of the percent each Local Unit is required to pay of the aggregate
debt service, including the obligation to replenish a debt service reserve fund(s), if any, on the
Authority’s bonds authorized by this Contract:

Local Unit Bond Issue
County of Genesee 65.8%
City of Flint 34.2%

In the event the City of Flint fails to fulfill its payment obligations under this Contract, the
County of Genesee irrevocably covenants and agrees to make such missed payment within 15 days of
being notified of the missed payment. Further, the Authority covenants and agrees to undertake all
legal action and make use of all remedies available under this Contract to enforce the payment
obligations of the City of Flint under this Contract. The Authority also covenants and agrees to
undertake all legal action and make use of all remedies available to it under the Raw Water Supply
Contract between the Authority and the City of Flint dated as of June 28, 2013 (“Raw Water Supply
Contract”), as amended, specifically sections 7.08 and 7.09 of such contract. If the County of Genesee
is required to make a payment for the City of Flint under this Contract and the Authority recovers any
funds from the pursuit of such remedies described above, the Authority shall reimburse the County of
Genesee from such funds for any payments made. To the extent permitted by law, the capacity that the
City of Flint acquired in the System pursuant to the Raw Water Supply Contract shall be transferred to
the County of Genesee until the City of Flint has repaid the County of Genesee for any additional
payments made hereunder. The City of Flint shall also pay a penalty of one percent (1%) thereof for
cach month or fraction thereof that the same remains unpaid after the due date of the amount paid by the
County of Genesee as a result of the failure of the City of Flint to fulfill its payment obligations
hereunder. Further, if a Local Unit fails to pay its contractual obligation causing a shortfall and the debt
service reserve fund(s) is drawn upon to pay the Authority’s bonds, the replenishment of such debt
service reserve fund shall be an obligation of the Local Unit that failed to pay, as provided in the
resolution authorizing the bonds. Provided, however, if the City of Flint fails to fulfill its debt service
reserve fund replenishment obligation, as with other payment obligations under the Contract, the County
of Genesee agrees to make such payments.

Additionally, if the Authority sells raw untreated water capacity to other parties, to the extent funds are
available from payments received from those parties, each Local Unit shall be credited on cach day
payment is due hereunder as agreed to by the Authority and the Local Units towards each Local Unit’s
payment obligations hereunder.

21268959.41152665-00001
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List of Abbreviations

ccf — hundred cubic feet

CCIF — County Capital Improvement Fee

CIP Capital Improvement Plan

DWSD — Detroit Water and Sewerage Department

FY — Fiscal Year

GCDC-WWS — Genesee County Drain Commissioner — Water and Waste Services
KWA — Karegnondi Water Authority

mcf — thousand cubic feet

MDEQ — Michigan Department of Environmental Quality

mg — million gallons

mgd — million gallons per day

O0O&M — Operation and Maintenance

RTS — Readiness To Serve

WTP — Water Treatment Plant

ERU — Equivalent Residential Units
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Executive Summary

Jones & Henry Engineers, Ltd. has been retained by the Karegnondi Water
Authority (KWA) to review the financial aspects of the KWA water project
relative to the water rates for the two initial KWA customers, the City of Flint
(Flint) and the Genesee County Drain Commissioner — Water and Wastewater
Services (GCDC-WWS) from 2014 through 2018 for the sufficiency of such
rates to cover the debt service on the System Bonds and operation and
maintenance expenses of the KWA system plus their own systems.

The first step in the review was to project the untreated water volume required
for these two initial customers of KWA. Initially, Flint is anticipated to require
on average 10.4 million gallons per day and GCDC-WWS is anticipated to
require an average 13.5 million gallons per day.

Flint raised its water rates on July 1, 2012, and based on its audit for FY 2013,
revenues from Flint customers for such fiscal year totaled approximately
$34,600,000. While this level of revenue is sufficient to continue to fund O&M
expenses plus fund much of the immediate improvements, additional revenue is
projected to be required to reinvest in the systems’ infrastructure and establish a
sustainable financial condition. Flint is expected to realize a significant near-term
financial benefit from its decision to temporarily use (approximately 2 years) the
Flint River as a source of raw water which will be treated at Flint’s WTP, instead
of purchasing significantly higher cost treated water from the Detroit Water and
Sewerage Department (DWSD). Once the KWA system is operational, KWA
raw water will be used as the raw water source for the Flint WTP. Flint has not
recently performed a detailed rate study, but a cost of service study is now being
prepared to not only determine rates required to meet immediate and future
needs, but establish rates that result in a reinvestment in their infrastructure and
establish a more sustainable financial condition in the future. Currently, a Flint
residential customer using 1,000 cubic feet per month has a monthly water cost
of $96.96. Flint recognizes that using KWA as a raw water source and treating
the water at their own water treatment plant is the best long-term option. The
City expects to increase rates in the coming years to meet the obligation to KWA
and meet the needs for operation and maintenance of the system and make
necessary investment in their infrastructure.

GCDC-WWS recently completed a detailed water rate analysis. This analysis
was used as the base for projecting the effect of the KWA project on rates and
customers. Until the KWA system becomes operational, GCDC-WWS will
purchase water directly from DWSD. Additional future expenses for GCDC-
WWS were identified to include new capital, operation & maintenance costs for
the KWA operation, and GCDC-WWS’s new WTP and related facilities which
will be necessary to treat the raw water and distribute it. GCDC-WWS’s current
expense of purchasing water from DWSD was excluded from the projected
expenses after the date the KWA pipeline is expected to be operational. Through
at least May 1, 2016, with all changes taken into account, including expected
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inflationary increases, initial KWA charges, and the increase in DWSD charges
for water purchased directly from DWSD, the GCDC-WWS wholesale water
charge for a residential customer using 1,000 cubic feet per month is projected to
increase from $53.99 to $67.72 per month. Once the KWA project and the
GCDC-WWS’s WTP and related facilities are operational, the cost is projected to
increase to $72.27 per month by 2018. GCDC-WWS community customers also
add local charges ranging from 0 percent to 53 percent of GCDC-WWS RTS
charges, and from 0 to 14 percent of GCDC-WWS’s commodity charges to their
end users. The need to satisfy ordinance imposed additional bonds tests could
also lead to higher rates.

Long-term rate projections which compare obtaining untreated water from KWA
and treating it themselves vs. obtaining treated water from DWSD, show more
stable rates for both Flint and GCDC-WWS’s water customers. In the past,
DWSD’s charges to Flint and GCDC-WWS, which historically have constituted
a significant portion of both Flint’s and GCDC-WWS’s total water expenses,
have increased more than typical inflationary increases. Much of Flint’s and
GCDC-WWS’s future expenses will be capital which will not increase annually,
with inflationary increases expected for operating costs. Therefore, rates are not
expected to increase under KWA as they have under DWSD, and with
appropriate rate increases, Flint and GCDC-WWS will be able to pay their
respective share of the debt service on the System Bonds, the operation &
maintenance expenses of the KWA project, plus the expenses of their own
systems.

A more comprehensive presentation of the analysis is included in this report. The
document includes additional supporting data and assumptions made in the
analysis to reach the conclusions presented above.

Background

Flint is supplied treated water from the DWSD, and GCDC-WWS purchases
treated water from Flint. Flint’s water is distributed using DWSD line pressure,
including the supply of GCDC-WWS’s Henderson Road facility, from where it is
then re-pumped to GCDC-WWS customers.

Flint and GCDC-WWS began to look at alternatives for a new water supply over
ten years ago, and have more recently chosen to move ahead with the
development of a new regional water authority to provide untreated Lake Huron
water for both entities and possibly others.

KWA consists of Genesee County, Lapeer County, Lapeer City, Sanilac County,
and the City of Flint. KWA is a municipal authority incorporated under PA 233
of 1955. KWA was established in October 2010 in order to have a more reliable
supply of untreated water at rates that will be determined exclusively by the local
communities.
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KWA will construct a 63 mile long raw water pipeline, the majority being
located under or parallel to existing roads or within road rights-of-way.
Beginning at Lake Huron, the principal roads along the pipeline are Fisher, Clear
Lake, Kings Mill, Norway Lake, Klam, Stanley, Coldwater, Elba, and Millville.
The proposed pipeline size changes over the length of the project starting at Lake
Huron as a 66 inch diameter pipe and reducing as it continues west, to a 60-inch
and then 36-inch diameter pipe. ” The GCDC-WWS’s WTP will be supplied
untreated water off of the 60-inch line, and the 36-inch diameter pipe will supply
Flint’s system. A pump station and intake on Lake Huron in Sanilac County and
an intermediate pump station in the northwest corner of St. Clair County are also
part of the project.

Flint has a contract with DWSD until April 17, 2014. Starting April 1, 2014, they
will start using their own treatment plant and begin treating Flint River water on
a temporary basis. Flint will treat KWA water once the KWA system is
operational. GCDC-WWS will be required to build a new water treatment plant,
with a 150 million gallon earthen reservoir, pump station, and five miles of water
main running from the new treatment plant to the Henderson Road facility, at an
estimated cost of $60,000,000 to provide treated water to Genesee County’s
customers. GCDC-WWS has acquired 76 acres approximately 14 miles east of
the City of Flint in Oregon Township in Lapeer County, which is expected to
serve as the site of the County’s new WTP, reservoir and pump station. The new
WTP and related facilities are expected to be constructed, and then fully
operational between May 1, 2016 and July 1, 2016, with the KWA System
expected to be fully operational by the same time. Until then, GCDC-WWS will
continue to obtain its water from Flint through April 17, 2014 and then obtain
water directly from DWSD.

The purpose of this review is to determine the impact on water rates for Flint and
GCDC-WWS customers associated with the financing and operation of the KWA
project along with maintaining their current and proposed treatment and
distribution systems. To do this, background information on the Flint and GCDC-
WWS systems were obtained to determine needed improvements for
implementing the KWA project and maintaining Flint and GCDC’s current
systems. Existing technical reports were reviewed and various financial reports
were analyzed, to determine the impact on rates. Before determining the impact
on the rates of the two entities, the charges from KWA to Flint and GCDC-WWS
were determined. GCDC-WWS recently completed a review of their water rates
and, therefore, data is available to make projections on the actual rate
components. Flint has not had a recent rate study, so the analysis examined the
current revenue and the amount of change in revenue needed to fund the KWA
project, in addition to maintaining Flint’s current system.
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Description of the Systems
Karegnondi Water Authority (KWA)

The Project

GCDC-WWS is constructing a lake intake on Lake Huron in Sanilac County, for
which it supervised the design of the facility and awarded a construction contract
in 2013. The intake will be operated by KWA. KWA is constructing the pipeline
from Lake Huron to the Flint area and two pump stations, one of which will be
located near the intake facility. These facilities collectively constitute the KWA
System. The intake facility was financed with the proceeds of the Series 2013
Bonds sold by Genesee County (the “Intake Bonds”). '

KWA contracted with the GCDC-WWS to administer the design and
construction of the KWA System. On behalf of KWA, the GCDC-WWS has
acquired 40 acres on Lake Huron for the intake and pump station and 40 acres in
Lynn Township on the borders of Sanilac, St. Clair, and Lapeer Counties for the
second pump station. In anticipation of the construction of the KWA System, the
County has obtained a water withdrawal permit of up to 85 million gallons per
day (mgd) from Lake Huron. GCDC-WWS hired project managers which have
identified the route of the pipe line, identified environmental issues, prepared
preliminary permits for the entire 63-mile route, and hired consulting firms to
prepare detailed design of the remaining KWA System facilities. '

Maps of the KWA project are included in Appendix A-2. The three maps show
the Lake Huron Pump Station, Lake Huron Raw Water Transmission Line,
Intermediate Pump Station, and the Flint Transmission Line. In addition to the
KWA projects, the maps show the Genesee County WTP (Stanley & Marathon)
and Genesee County Finished Water Transmission Line, all being constructed by
GCDC-WWS. The Lapeer Raw Water Transmission is shown but is not being
designed at this time. Also shown on the map, is DWSD 120-inch, 96-inch, and
72-inch water mains that now serve Flint and GCDC-WWS. A portion of the 72-
inch line is owned by Flint. The Genesee County Henderson Road Pump Station
is an existing facility and will continue to be used by GCDC-WWS.

KWA currently has entered into two water purchase contracts, effective October
1, 2013: one with Flint to supply up to 18 mgd and one with the GCDC-WWS to
supply up to 42 mgd. The charges to be paid by Flint and GCDC-WWS in the

Water Purchase Contracts are broken down into two distinct portions: an annual

fixed or capital fee, and an annual commodity or operations and maintenance fee.
1

The estimated construction costs for the KWA system, excluding the intake, are
$240,000,000 based on water contracts of 60 mgd capacity. KWA, GCDC-WWS
and Flint have entered into a contract, under which KWA will issue bonds to
finance the remaining facilities for the KWA System, presently estimated to be in
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an amount not to exceed $300,000,000, in anticipation of payments to be made
by Flint and Genesee County. ® The bond amount includes the construction cost,
capitalized interest, and bond reserves.

Flint is working on the update of its WTP and expects to begin to use Flint River
water as a temporary source by April 17, 2014 and is expected to start using
KWA water for supply no later than July 1, 2016. Genesee County is expected to
begin to purchase water directly from DWSD on April 17, 2014 and will
continue with DWSD as a source until July 1, 2016 when they will begin using
KWA water.

Schedule

A schedule of key activities and dates is presented below:
October 2010 — KWA established
Summer 2013 — Construction of water intake began

October 1, 2013 — KWA entered into water purchase contracts with Flint
and GCDC-WWS

April 1, 2014 — Flint to begin treating Flint River water rather than
purchasing water from DWSD

April 17, 2014 — GCDC-WWS will begin purchasing water directly from
DWSD

Summer 2014 — Begin construction of the KWA water pipeline and
pump stations

May 1, 2016 — KWA system in operation (for this review, the KWA
operation date is assumed to be July 1, 2016 which is a more
conservative financial assumption)

May 1, 2017 — First debt service payment of KWA bonds
Customers

KWA will initially have two customers, GCDC-WWS and Flint. Water
purchased by Flint from DWSD has averaged 12,219,382 ccf per year between
2010 and 2013. However, the usage trend has been slightly downward. Water
sold to Genesee County by Flint increased between 2010 and 2012, but was 6.8
percent lower in 2013 than 2012. It is estimated that Genesee County will deliver
12 mgd to its customers, but due to non-revenue water (8 percent) in the
distribution system and at the WTP (3 percent), they will initially need 13.44
mgd of water from KWA. Water usage by City customers has been decreasing,
but this trend appears to be subsiding, with estimated usage expected to stabilize
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(Appendix C-2) (3,345,000 ccf). Due to non-revenue water loss in the
distribution system (32 percent) and at the WTP (3 percent), the City will need
10.4 mgd to supply its customers. (Non-revenue water is the difference between
water purchased and water billed.) Therefore, Genesee County would account for
56.4 percent of the initial need from KWA (13.44 mgd) and Flint would be 43.6
percent (10.39 mgd). Table 1 and Figure 1 in the Work Notes — Report of the
Engineering Consultant that is in Appendix A-1 provide a more detailed
breakdown of the water needs discussed above.

Expenses

Operation and maintenance expenses for KWA’s two pump stations and the
transmission main include labor, chemicals, power, administration, residuals
handling and other maintenance cost, and are estimated to average $2,412,063
annually for 2016 to 2018. Based on the 23.83 mgd needed, the average cost per
million gallons is $277, or $2.07 per mcf. Operation and maintenance costs will
be allocated to Genesee County and Flint based on their proportion of the initial
raw water required (56.4 percent vs. 43.6 percent). More detail on the estimated
operation expenses can be found in Appendix A-1 in Tables 2 and 3 of the Work
Notes — Report of the Engineering Consultant. These cost projections are
somewhat sensitive to the actual volume of water purchased. Power and
chemicals are 60 percent of the total and are directly related to volume of water
pumped. Maintenance is partially related to volume while the other costs are not
related to volume of water. Therefore, these other costs will not change due to
typical fluctuations in volume.

Nearly $300 million of bonds will be issued for the KWA project. It is
anticipated two series of bonds will be issued. The debt service payment from
KWA system revenue is expected to begin on May 1, 2017. The annual bond
payments, including the Intake Bonds, total an estimated $23 million. This
assumes an interest rate of 5 percent on the first series of bonds and 5.25 percent
on the second series of bonds issued, with the term for both being 30 years. The
first series of bonds is projected to be in the amount of $220 million dollars, and
the second series of bonds comprising the remaining $80 million. Based on 60
units, the estimated annual capital cost per unit would be $383,333. A unit is
equal to 1 mgd of peak month capacity. A breakdown of the debt service charges
between Genesee County and Flint can be found in Table 5 of the Work Notes —
Report of the Engineering Consultant in Appendix A-1. Additional entities may
be contracted to purchase water from KWA in the future which would lower
proportional costs, primarily for GCDC-WWS.
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Genesee County Drain Commissioner -
Water & Waste Services (GCDC-WWS)

Water System

The GCDC-WWS provides water and sewer service to nearly forty communities,
totaling over 200,000 individual residents in parts of Genesee, Lapeer, Saginaw,
Shiawassee, Oakland and Livingston counties. GCDC-WWS operates over 135
miles of underground pipeline, twenty major water and wastewater pump
stations, and over eighty minor stations are maintained on behalf of local
communities, and eleven water storage tanks with over 43,000,000 gallons of
storage capacity.*

The GCDC-WWS water system includes the Henderson Road facility and Center
Road complex which includes 31 mg of storage and over a 50 mgd high service
pump station for the majority of the water delivered to GCDC-WWS customers.
The distribution (including local municipalities) system includes 1,000 miles of
pipeline ranging in size from 6-inch diameter to 48-inch diameter. The system
also includes 8 elevated towers for a total volume of 7.5 mg and 4 additional
booster pump stations. The system provides services in 18 political entities.
GCDC-WWS provides the service as either a master meter customer (water is
sold bulk and individual communities provide the distribution system and
services) or retail customer basis, whereby GCDC directly provides service to
those communities’ customers. Eight political entities are served as master
metered. While GCDC-WWS serves the individual accounts including billing,
the political entities are responsible for overall payment. The individual entities
collect the revenues and reimburse GCDC-WWS for its services.

The County will be required to build a new WTP at an estimated cost of
$60,000,000 to provide finished water to Genesee County’s customers. GCDC-
WWS has acquired 76 acres approximately 14 miles east of the City of Flint in
Oregon Township in Lapeer County, which is expected to serve as the site of the
County’s new WTP and related facilities described above. The new WTP and
related facilities are expected to be constructed and fully operational by July 1,
2016, the date on which the KWA System is expected to be fully operational
(Note: startup could be as early as May 1, 2016, but July 1, 2016 is used as a
more conservative financial review). A five mile pipeline will be needed to
convey treated water to the existing Henderson Road facility.

System Deficiencies

System deficiencies have been identified in GCDC’s Sanitary Survey prepared
by MDEQ as found in Appendix B-7. Deficiencies are predominately related to
the local distribution systems and not the transmission system. The KWA project
will address one of the comments by providing more reliability.
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Customers

GCDC-WWS currently purchases water from Flint, which purchases the treated
water from DWSD. Genesee County’s payment to Flint is a flat rate surcharge,
Detroit Readiness to Serve (RTS) based on peak consumption, plus a commodity
charge equal to the charge from Detroit to Flint for the water. Through the
second half of 2013 and through at least April 1, 2014, the DWSD commodity
charge was, and still is $1.301 per metered hundred cubic feet. These charges
were set on July 1, 2013 and typically increase annually. "'

GCDC-WWS purchased 587,285,100 cubic feet of water from Flint in 2013.
Purchased water and billed water from 2007 through 2013 can be found in
Appendix B-1. The difference in water purchased and water billed is called non-
revenue water.

GCDC-WWS’s water charges are based on either community master meter
readings or the summation of individual water meter readings within each
community. Billable metered water volumes by community for 2011 and 2012
for the water supply district are given in Appendix B-2.

No growth in usage was assumed in the last rate study. Limited growth was
assumed for the number of equivalent meters in the last rate study, but no growth
is assumed in this analysis. °

Revenues and Expenses

GCDC-WWS had $22,997,000 in water revenue in 2013 and $20,524,301 "’ in
expenses. In general, according to the last water rate study completed for GCDC-
WWS, salaries and wages are expected to increase by 3 percent annually over the
next few years, but fringe benefits are expected to increase from 2 percent to 8
percent annually. In general, office supplies, dues and memberships, printing and
publishing, professional and contractual services, repair and maintenance, and
other operational expenses are projected to increase 2 percent annually. Utilities
are expected to increase at 9 percent annually. ®

GCDC-WWS currently pays a commodity charge, a Flint surcharge and a DWSD
Readiness-to-Serve (RTS) charge to Flint for water. Flint passes on the revenue
collected from the commodity charge and RTS to DWSD, and retains the
surcharge. Starting April 17, 2014, the County will purchase water directly from
DWSD until no later than July 1, 2016 when the KWA project and GCDC-WWS
WTP project are expected to be finished. The cost of water from DWSD between
2009 and 2013 increased an average of 11.4 percent annually. DWSD rates are
expected to increase 10.3 percent starting April 1, 2014, an additional 9 percent
starting July 1, 2014, and 10 percent starting July 1, 2015 (discussion by GCDC-
WWS with DWSD). Changes in the cost of water from DWSD beyond these
levels may further impact water rates to system customers.
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The GCDC-WWS WTP is expected to commence operation no later than July 1,
2016. Expenses for the water system have to be adjusted because of the KWA
project.

The KWA O&M costs were discussed previously, and the County will be
responsible for 56.4 percent of such costs: $630,469 in 2016 (for a half year);
$1,365,707 in 2017; and, $1,454,566 in 2018.

GCDC-WWS will have additional O&M expenses due to a new WTP, expected
to begin operation no later than July 1, 2016. Additional O&M costs are
anticipated to be: $1,249,395 in 2016 (half year); $2,574,943 in 2017; and,
$2,651,097 in 2018. Calculations for future O&M costs are in Appendix B-3.
Annual debt service for the new WTP is estimated as follow:

2015 $3,978,516
2016 $4,027,813
2017 $4,028,450
2018 $4,026,725

Capital Reinvestment/Depreciation on the new WTP is anticipated at $1,500,000
per year starting in 2017.

GCDC-WWS is funding the construction of the new water intake for KWA. The
annual debt service will be approximately $2,529,000, beginning in 2014.
However, GCDC-WWS will receive a credit equal to Flint’s share (30 percent)
of the Intake Bonds payments starting in 2016 which will be credited to GCDC-
WWS through their KWA capital payment.

GCDC-WWS will also be responsible for 42 of 60 units, or 70 percent, of the
annual debt service payments on the bonds. The KWA’s total annual debt service
payment is estimated to be $23,000,000 which includes KWA projects including
the Intake Bonds. GCDC’s annual payment will be reduced by the Intake Bonds
payments and the annual payment by Flint for their share of the Intake Bonds.
Payment will start in 2014 with payments approximately 10 percent of the
projected amount. The GCDC-WWS’s net annual payment is estimated to be:

2014 $1,356,600
2015 $1,356,600
2016 $7,465,800
2017 $13,575,000
2018 $13,575,000

More detail on the expenses and payment can be found in Appendix B-3.

The intake credit will result in GCDC-WWS’s share of the KWA bonds being
approximately 66 percent, for an allocation of 70 percent of the KWA capacity.
GCDC-WWS will pay 100 percent of the Intake Bonds payments.
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A more detailed breakdown of the revenues and expenses for 2009 through 2012
can be found in Appendix B-4, along with the budget for 2013 and projections
for 2014 through 2018.

Rates

Water for the GCDC-WWS water system is billed for each customer based on
water meter size plus metered consumption, and customers are charged for
service on monthly, bi-monthly, or quarterly billings. Water bills are based on a
Readiness to Serve (RTS) charge based on meter size and a commodity charge
based on volume usage. In addition, each of the individual communities imposes
their own rates and charges to recover the cost of local water utility services that
they provide. As a result, each community on the system has different rates and
charges in place which impact individual customers differently. '

Currently, RTS charges start at $14.59 per month for one equivalent meter which
is equal to a 5/8-inch meter. Commodity charges are currently $3.94 per 100
cubic feet, or $5.27 per 1,000 gallons of water consumed. These rates went into
effect January 2, 2014. 2

Where community bulk water readings are available, the readings are used as the
basis for charges. The rates charged are based on a calculated equivalent meter
size calculated on past peak usage for a community plus the actual water
consumption measured at the community master meters. More information on
rates can be found in Appendix B-6.

The County charges a County Capital Improvement Fee (CCIF) for new
connections to the water system of $1,000 per equivalent residential unit (ERU).

The KWA O&M costs and the O&M costs for the new Genesee County WTP
will be allocated to the customer’s commodity charge. The Capital Reinvestment/
Depreciation expense will be allocated to volume. The annual expense for the
KWA purchase, the credit for financing the construction of the water intake, and
the GCDC-WWS WTP debt will be allocated 85 percent to the commodity
charge and 15 percent the RTS component.

Flint
Water System

The Flint Water Department is responsible for its WTP, four pump stations, and
water testing laboratory, in addition to the dams, reservoirs, and underground
infrastructure associated with those facilities. The total pumping capacity of Flint
is 106.8 mgd with a firm capacity of 62.8 mgd. The WTP was put into service in
1954. A service agreement with DWSD was entered into in the mid-1960s to
supply water to the City for a 30-year period. The WTP currently provides
treated water from the Flint River as a backup to the water provided by DWSD.
The plant has historically operated approximately 20 days per year with average
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production of 11 mgd, with a capacity of up to 36 mgd. The total source capacity
from DWSD is over 70 mgd which includes water going to GCDC-WWS. A
significant upgrade ($48 million) to the Flint WTP was completed in 2006 to
meet state regulatory requirements. A recent contract agreement with KWA will
require additional redundancy and treatment upgrades. In addition, other
components of the WTP are in poor condition and in need of maintenance and/or
replacement, including various mechanical and electrical equipment; security
improvements; building additions and renovations; Heating, Ventilating, and
Cooling (HVAC) systems; concrete and asphalt; and roofs. >

System Deficiencies

The City of Flint has been studying its system and determining future needs. A
survey of some of the evaluation is included in Appendix C-5. The system does
have a higher than normal, non-revenue water amount. The City has developed a
Capital Improvement Plan (CIP) which has resulted in identifying the following
annual capital needs: $8,500,000 in FY 2014; $10,500,000 in FY 2015;
$9,500,000 in 2016; $6,000,000 in 2017; and $6,500,000 in 2018 ** These funds
will be generated through rates (see Appendix C-4). The CIP will help in
addressing the aging system and high non-revenue water amount plus address the
City’s WTP needs.

Customers

In 2013, Flint billed 32,702 customers and total consumption was 9,470,315
hundred cubic feet of water. The City’s population was 101,515 in 2013.° Water
usage by City customers has been decreasing in recent years, but this trend is
expected to end and hold at 6.85 mgd (3,345,000 ccf). Due to non-revenue water
in the distribution system (32 percent) and at the WTP (3 percent), the City
would need 10.4 mgd to supply its customers.

Historical information on the City’s customers and water supply system
components can be found in Appendix C-2.

Expenses and Revenues

In Fiscal Year (FY) 2013 (July 1, 2012-June 30, 2013), Flint’s water system
receipts from customers and users totaled $47,620,772. This included
$12,957,337 from Genesee County for their commodity, surcharge and DWSD
RTS.’ Revenue from City customers is estimated at $34,640,394. Revenues the
City receives from Genesee County are expected to cease starting April 17, 2014,
when Genesee County begins purchasing water directly from DWSD until the
KWA and GCDC WTP projects are finished.

Water purchases from DWSD in FY 2013 totaled $23,308,800, and revenues
received from GCDC-WWS paid for a portion of this expense. The average cost
rate of water from DWSD between 2009 and 2013 increased an average of 11.4
percent annually.
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The City has a high delinquency rate on its customers’ water bill payments and
this is expected to remain the same. The City is assuming non-revenue water will
be reduced by 10 percent annually through improvements in the distribution
system and enhanced management program.

Salaries, wages and benefits identified in the Flint annual audits are expected to
increase 3 percent annually. Utilities are expected to increase 9 percent annually,
and other operation and maintenance expenses are expected to increase by 2
percent annually.

It is estimated that the operating expense for the Flint WTP, once it is fully
operational, will be $1,762,580 in FY 2014 (one quarter of the year); $7,050,319
in FYs 2015 and 2016; $7,584,319 in FY 2017; and $7,808,582 in FY 2018. "

Flint will be responsible for 18 of 60 units (30 percent) of the KWA bond
payment. A portion of the payment will go to GCDC-WWS for Flint’s share of
the Intake Bonds, resulting in Flint’s payment being approximately 34 percent of
the KWA Bonds and GCDC paying 100 percent of the Intake Bonds. The City
will begin paying $6,900,000 annually starting in 2017, but started paying 10
percent of the full annual capital payment, or $690,000 in October 2013 and will
continue with $690,000 in 2014, 2015, and 2016.

The City will be responsible for 43.6 percent of the operation and maintenance
costs of the KWA system. This will amount to $1,055,760 in FY 2017 and
$1,124,451 in FY 2018.

Debt service payments on the City’s outstanding water system bonds are
estimated at $2,747,946 in FY 2014; $2,742,821 in FY 2015; $2,746,423 in FY
2016; $2,748,446 in FY 2017; and $2,744,008 in FY 2018. A transfer to the
General Fund of $1,130,000 was added for FYs 2014 through 2018 ", as it has
been in the past for Return on Equity to the City.

All of the figures and projections can be found in Appendix C-4.
Rates

Current water rates became effective July 1, 2012. Appendix C-4 provides the
projections for revenue and expenses for the water supply system based on
current operating procedures and anticipated future projects and timing.
Appendix C-4 shows a negative net revenue for the water system, at least through
2018 with existing rates. The projected capital expenditures include in the next 5
years, approximately $20,000,000 to upgrade the WTP and approximately
$17,000,000 to upgrade the distribution system. Much of the WTP capital
improvements are required to enable the City to treat Flint River raw water and
KWA raw water on a continuous basis. The remainder of the capital expenditures
signifies a reinvestment in the City’s water infrastructure. The Capital
expenditures also include setting aside funds for future equipment replacement
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and other CIP reserves. These reinvestment expenditures would be required
regardless of the water supply.

Conclusion

The current water supplier to Flint and GCDC-WWS has averaged over an 11
percent annual increase. For the purposes of this review, similar increases are
anticipated for the future. KWA only projects a 4 percent to 5 percent annual
increase in the operation and maintenance portion of its expenses. GCDC-WWS
rates are expected to be competitive compared to the current water supplier’s
charges and should be more stable in the future as capital costs will remain
constant. The City of Flint’s total cost in producing water is expected to be less
than current costs immediately upon startup, and Flint should see lower increases
in the future than what it has been experiencing recently. Future rate increases are
forecast for both GCDC-WWS and Flint. However, the increases are projected to
be less than if they both continued to purchase treated water from DWSD. Flint
has developed a CIP and is working with a consultant to develop a financial plan
which will start reinvesting in their water system infrastructure and develop a
more sustainable financial condition for the utility.

Future Rates

The above review focused on the impact of the KWA project in the next five
years. Rates beyond the next five years for each entity are discussed below. For
all entities, the customer demand is expected to follow historical trends and
remain stable.

KWA has no additional capital forecast beyond 2018 at this time. Therefore,
future rates will only need to be adjusted for inflationary increases for the O&M
expenses. Any new KWA customers will be required to purchase capacity from
an existing customer and/or construct new capacity at no cost to existing
customers.

GCDC-WWS establishes its rate structure on a five-year cycle. Rates set in 2013
were the beginning of a new cycle. With over 59 percent of the rate related to
new or existing debt (fixed costs) less than 41 percent of the expenses are subject
to inflationary costs. The 2009 feasibility study assumed an average 5 percent
rate increase on that portion of the expenses. GCDC-WWS has no new capital
expenditures forecast past 2018.

The City of Flint will need to address its system deficiencies. The analysis done
on Flint’s rates includes additional funds to start addressing these deficiencies. A
significant investment in the WTP is included in the near term analysis, so future
needs will be less. The distribution system investment is projected to continue
well beyond the near term analysis. Future rates will see inflationary increases,
but the capital needs will stabilize.

The above discussion does not include changes in regulatory requirements which
could impact rates. No significant changes are anticipated at this time.
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KWA Water Volume

Table 1 summarizes the recent water purchases from DWSD and water sold by
Flint to Genesee County. The Flint allocation represents the water billed and their
non-revenue volume. The trend has been less usage by Flint, but it is anticipated
the decline will stop, so an estimated annual usage of 3,345,000 ccf (6.85 mgd)
has been used for future projections. Due to the age of the Flint distribution
system, an estimated 32 percent of the water produced is currently lost, which is
also termed non-revenue water (Source: City of Flint Existing Infrastructure

Condition Report, July 2013, DLZ and Houseal Lavigne, Page 11). The

calculations below indicate the non-revenue water may be higher. This would
require that the water treatment plant (WTP) produce just over 10 mgd to meet
Flint’s customer demands. However, it is assumed that 3 percent, or 0.31 mgd, of
the water is used during the WTP process, so approximately 10.4 mgd would be
necessary from KWA to supply Flint’s WTP.

It is estimated that Genesee County will deliver 12 mgd of water to its customers.
It is estimated that about 8 percent, or 1.04 mgd, is lost in the distribution system.
This would mean that the WTP would have to produce 13.04 mgd in order to
meet the demands (12 mgd) of Genesee County. However, it is assumed that 3
percent, or 0.40 mgd, of the water is used during the WTP process, so
approximately 13.45 mgd would be needed from KWA to supply 12 mgd to
Genesee County customers.

Figure 1 provides a graphic representation of the water amounts discussed above.
Genesee County would account for 56.4 percent (13.45 mgd) of the initial need,
and Flint would be 43.6 percent (10.39 mgd) of the initial need.

Table 1
Recently Billed Water By Flint (ccf per year)
2010 2011 \ 2012 2013 Future

Water Purchased From DWSD 11,943,961 | 13,108,730 | 11,926,868 | 11,897,969
Sold To Genesee County ' 6,166,322 6,211,823 6,301,528 5,872,851
Flint Allocation 5,777,639 6,896,907 5,625,340 6,025,118
Billed To City of Flint Customers 3,681,068 3,929,083 3,348,319 3,597,464 | 3,345,000°
Flint Non-Revenue Water 2,096,571 2,967,824 2,277,021 2,427,654
Total Billed ° 10,027,390 | 10,140,906 9,649,847 9,470,315
Flint Non-Revenue % of Flint Allocation 36.3% 43.0% 40.5% 40.3%
" Genesee County rate reports
* Flint Annual Audits
° Represents approximate lowest level of water billed to Flint customers in recent years.

It should be noted that even though the KWA fiscal year is October through

September, these tables are based on calendar years.
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Figure 1

KWA Water Volume —Annual Average
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Operation and Maintenance Costs

Table 2 provides a summary of the operation and maintenance costs for the
KWA project, and calculations show that it costs approximately $277 per million
gallons to operate and maintain the pump stations and transmission line.

Table 2
KWA O&M Cost

KWA

Maintenance Labor Chemicals Power Residuals Admin
2016 $339,525 | $274,037 $116,872 | $1,298,879 $39,226 | $167,167 | $2,235,706
2017 $466,281 | $282,258 $121,964 | $1,337,846 $40,935 | $172,183 | $2,421,467
2018 $562,995 | $290,726 $127,256 | $1,377,981 $42,711 $177,348 | $2,579,017
Average $456,267 | $282,340 $122,030 | $1,338,235 $40,957 | $172,233 | $2,412,063

O&M Cost / MG = $2,412,063 / 23.83 MG per day x 365 day per year ~ $277 /| MG ($2.07 per mcf)

Source: Table 14-2, 2009 Report by Rowe Professional Services Company except power based on
pumps selected during preliminary design of IPS and LHPS and initial operating conditions, and
maintenance and KWA Administration reduced to 70 percent of original value due to lower peak
demand (60 mgd v. 85 mgd).

Estimated operation and maintenance costs, based on proportion of water
purchased, are presented in Table 3.

Table 3
Estimated Annual Operation and Maintenance Costs (3-Year Average)
Annual Water Water Operation & Maintenance Costs
Purchased Purchased % 2016 ikl 2018
Genesee County 655,783 mcf | 13.44 mgd 56.4 $1,260,938 | $1,365,707 $1,454,566
City of Flint 506,963 mcf | 10.39 mgd 43.6 $974,768 | $1,055,760 $1,124,451
Total 1,162,746 mcf | 23.83 mgd 100.0 $2,235,706 | $2,421,467 $2,579,017

Note: Based on cost of $277 per mg or $2.07 per mcf. Calculated using an average O&M cost for 2016 to 2018.

The costs calculated above are based on a calendar year, but the City of Flint’s
fiscal year runs from July to June. Table 4 breaks down the operating costs
presented above and allocates the semi-annual amounts to Flint’s fiscal year.

Table 4
Breakdown and Allocation of Flint Operating Costs

2016 (Calendar Year) 2017 (Calendar Year) 2018 (Calendar Year)
KWA Operating Cost $974,768 $1,055,760 $1,124,451

Semi-Annual Breakdown $487,384 | $487,384 | $527,880 | $527,880 | $562,226 | $562,226

Fiscal Year Allocation $1,015,264 FY 2017 $1,090,106 FY 2018
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Capital Costs

KWA bonds will need to produce $240 million in proceeds for the project.
Approximately $300 million of bonds will be issued in two different series of
bonds, including fully funded bond reserve and capitalized interest through the
November 1, 2016 payments. The first debt service payable from KWA system
revenue is May 1, 2017, essentially requiring the project to be in full service by
the fall of 2016. The annual bond payments, including the Intake Bonds, total an
estimated $23,000,000. This assumes an interest rate of 5 percent for the first
series of bonds of $220 million and 5.25 percent for the second series of bonds of
$80 million, with both series of bonds being 30 years duration.

Based on 60 units, the estimated annual capital cost per unit would be $383,333
per unit for construction. A unit is equal to 1 mgd of peak month capacity.

Genesee County’s portion of the annual payment would be $16,100,000 (42 of 60
units) and Flint’s would be $6,900,000 (18 of 60 units), as shown in Table 5.

Table 5
Estimated Annual Debt Service Costs For Construction
Units (mgd) % Debt Service
Genesee County 42 70 $16,100,000 70
City of Flint 18 30 $6,900,000 30
Total 60 100 $23,000,000 100

Total KWA Charges
The total KWA charges for Flint and GCDC-WWS will be as shown in Table 6

for 2016 and 2017.
Table 6
Total KWA Charges (3-Year Average)
Flint GCDC-WWS

Capacity 30% 70%
Initial Usage 43.6% 56.4%
Capital (Annual Payment) $6,900,000 $16,100,000
O&M $1,051,659 $1,360,404

Total Annual Charge $7,951,659 $17,460,404

L
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Year

Water
Purchased

Appendix B-1
Historical Water Purchased v. Sold — Genesee County (Cubit Feet)

Billable Water

% System Loss

Fluid thinking™

719,759,400 668,814,441 7.08%
2008 656,343,300 643,936,714 1.89%
2009 616,325,400 594,736,958 3.50%
2010 616,632,200 585,092,058 5.11%
2011 621,182,300 581,675,986 6.36%
2012 630,152,800 579,781,667 7.99%
2013 587,285,100 534,000,000 estimated 9.07%

Source:  County of Genesee, State of Michigan, $35,000,000 Water Supply System
Revenue Bonds (Limited Tax General Obligation) Series 2013 Official Statement;
Updates by GCDC-WWS Personnel.

2013 Billable Water Volume subject to minor changes after final meter reads and
audit of values.
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Appendix B-2
Genesee County Water Supply Sales

Community

2011
(cu. ft.)

2012
(cu. ft.)

Average %
Increase Per
Year (11-12)

Burton City 60,577,973 62,145,013

Clio City' 9,063,800 8,916,600 -1.62%
Morris City' 11,257,800 11,276,200 0.16%
Swartz Creek City' 28,734,200 27,420,810 -4.57%
Montrose City' 6,093,500 6,105,500 0.20%
Flushing City' 27,988,300 27,741,300 -0.88%
Montrose Twp. 5,131,160 4,707,630 -8.25%
Vienna Twp. 14,096,827 15,080,360 6.98%
Thetford Twp. 17,000 17,100 0.59%
Flushing Twp. 22,618,810 23,471,530 3.77%
Mt. Morris Twp. 33,325,560 32,816,330 -1.53%
Genesee Twp.' 36,069,100 35,315,900 -2.09%
Richfield Twp. 6,256,210 6,756,480 8.00%
Clayton Twp. 7,341,240 7,690,860 4.76%
Flint Twp. 102,186,779 103,711,109 1.49%
Davidson Twp. 40,931,444 42,314,290 3.38%
Gaines Twp. 4,193,600 4,250,800 1.36%
Mundy Twp. 25,049,868 26,866,194 7.25%
Grand BI. Twp.' 129,998,237 130,167,445 0.13%
Hydrants 1,786,526 3,010,216 68.50%
Total 572,717,934 579,781,667 1.23%
' Master Meter

Source:

Waste Service Personnel.

Updated information provided by Genesee County Drain Commissioner — Water and
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Appendix B-3

GCDC-WWS Water Rates — with KWA

. Analysis started with the recently completed rate study for 2014 to 2018.
. Customer base remained the same.
o Equivalent Meters — No growth

o Commodity — No growth
. GCDC-WWS WTP will commence operation on July 1, 2016.
. CCIF Revenue projection has been reduced from the prior rate study of $575,000 per year to:
2014 $275,000
2015 $300,000
2016 $300,000
2017 $300,000
2018 $300,000
. Adjustments to Expenses for 2014, 2015, 2016, 2017, and 2018.
o Detroit rates are expected to increase by 10.3 percent starting April 1, 2014, an additional
9 percent starting July 1, 2014, and 10 percent starting July 1, 2015. (Discussion by
GCDC-WWS with DWSD.)
o Removed Flint surcharge for water purchase starting April 1, 2014
o Water Expense to Detroit to continue until June 30, 2016
o Added KWA O&M (56.4 percent of Total, half year in 2016)
Year Total GCDC-WWS
2016 $1,117,853 $630,469
2017 $2,421,467 $1,365,707
2018 $2,579,017 $1,454,566
All cost allocated to Commodity
o Add GCDC-WWS O&M for new WTP
. $3.60 per 1,000 cubic feet = $481 per mg
GCDC - WWS Water Rates — With KWA Appendix B-3, 902-6843.001
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" Inflate 3 percent per year
. Treated Water Volume = 13.04 mgd
Year Rate Total
2013 $481 per mg ---
2016 $525 per mg $1,249,395 (half year)
2017 $541 per mg $2,574,943
2018 $557 per mg $2,651,097

All cost allocated to Commodity

. Capital costs were added as follows:
o Capital Reinvestment / Depreciation Water Plant - $1,500,000 per year starting in 2017

All allocated to Volume

o) Intake Debt Service
2014 $2,529,423
2015 $2,526,838
2016 $2,527,388
2017 $2,527,188
2018 $2,527,588

All cost is allocated 85 percent to Commodity and 15 percent to RTS

o KWA Purchase
. $383,333 per unit time 42 units equals $16,100,000 per year starting in 2016.
. Starting in 2016, GCDC-WWS will receive a credit from KWA equal to Flint’s
share of the Intake Bonds — 30 percent of $2,527,188 equals $758,156.
n Prior to July 1, 2016, approximately 10 percent will be paid annually to KWA of
the net amount.
= Annual net expenses will be:
2014 $1,356,600
2015 $1,356,600
2016 $7,465,800
2017 $13,575,000

L
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2018 $13,575,000
Net expenses will be allocated 85 percent to Commodity and 15 percent to RTS

o GCDC-WWS Water Plant and associated facilities Bond ($60,000,000)

2015 $3,978,516
2016 $4,027,813
2017 $4,028,450
2018 $4,026,725

Expenses will be allocated 85 percent to Commodity and 15 percent to RTS

o A KWA bond reserve fund will be established from a portion of the bonds’ proceeds.
Income from the bond reserve is estimated at an ultimate rate of 3 percent per year, with
1 and 2 percent earned in 2015 and 2016 respectively.

] Estimated GCDC-WWS’s share is:
2015 $156,800
2016 $313,600
2017 $470,400
2018 $470,400

All bond reserve income will be allocated to commodity

o In the past, an additional 10 percent of the bonds’ principal and interest payments were
included in determining rates. The additional 10 percent was to assist with bond
payments during periods of low revenue. In lieu of the 10 percent add on, GCDC-WWS
will be including in the rate determination a non-cash item depreciation to provide
adequate coverage for the rates. In addition, the KWA bonds include a bond reserve from
the proceeds.

. Rates — See attached spreadsheet Appendix B-5 for rates per year. Even though future increases
in DWSD charges have been projected, GCDC-WWS typically passes through the DWSD actual
charges directly to the customers. The need to satisfy ordinance imposed additional bonds tests
could also lead to higher rates. The rates in Appendix B-5 are only for the GCDC-WWS charges.
GCDC-WWS community customers also add local charges ranging from 0 percent to 53 percent
of GCDC-WWS RTS charges, and from 0 to 14 percent of GCDC-WWS commodity charges to
their end users.

GCDC - WWS Water Rates — With KWA Appendix B-3, 902-6843.001
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Water Supply District Past & Projected Expenses & Revenues

Category 2011 2012 2013 2014 2015-2018 2014 2015 2016 2017 2018

Actual Actual Budget % Increase % Increase Projected Projected Projected Projected Projected

702.00 Salaries and Wages $730,965.84 $839,286.72 $846,687.83 $737,745.13 $818,067.00 . . $842,609 $867,887 $893,924 $920,742 $948,364 $446,962 $446,962
702.01 Salaries and Wages - Personal Time $0.00 $0.00 $0.00 $29,716.91 $38,600.00 . . $39,758 $40,951 $42,179 $43,445 $44,748 $21,090 $21,090
702.02 Salaries and Wages - Vacation Time $0.00 $0.00 $0.00 $54,869.17 $57,540.00 . . $59,266 $61,044 $62,876 $64,762 $66,705 $31,438 $31,438
702.03 Salaries and Wages - Holiday $0.00 $0.00 $0.00 $45,851.84 $47,800.00 . . $49,234 $50,711 $52,232 $53,799 $55,413 $26,116 $26,116
702.04 Salaries and Wages - Vacation Cash In $0.00 $0.00 $0.00 $17,516.72 $360.00 . . $371 $382 $393 $405 $417 $197 $197
702.05 Salaries and Wages - Separation $0.00 $0.00 $0.00 $0.00 $0.00 3.0% 3.0% $0 $0 $0 $0 $0 $0 $0
709.00 Overtime $130,515.49 $96,955.59 $107,960.46 $112,082.64 $123,000.00 2.0% 2.0% $125,460 $127,969 $130,529 $133,139 $135,802 $65,264 $65,264
710.00 Bonus $2,025.00 $1,875.00 $1,250.00 $1,400.00 $3,000.00 2.0% 2.0% $3,060 $3,121 $3,184 $3,247 $3,312 $1,592 $1,592
711.00 Insurance Opt Out $0.00 $0.00 $1,000.00 $0.00 $0.00 2.0% 2.0% $0 $0 $0 $0 $0 $0 $0
716.01 Fringe Benefits Taxes $70,693.76 $69,125.91 $71,429.55 $77,216.30 $83,800.00 3.0% 3.0% $86,314 $88,903 $91,571 $94,318 $97,147 $45,785 $45,785
716.02 Fringe Benefits Pension $152,942.69 $160,527.84 $155,939.91 $144,802.41 $195,800.00 2.0% 2.0% $199,716 $203,710 $207,785 $211,940 $216,179 $103,892 $103,892
716.03 Fringe Benefits Medical - Active $215,210.29 $254,870.28 $242,958.33 $318,381.26 $367,500.00 7.0% 7.0% $393,225 $420,751 $450,203 $481,718 $515,438 $225,102 $225,102
716.05 Fringe Benefits Dental & Optical - Active $25,515.52 $22,926.13 $24,344.51 $25,015.57 $30,500.00 7.0% 7.0% $32,635 $34,919 $37,364 $39,979 $42,778 $18,682 $18,682
716.09 Fringe Benefits Life - Active $8,469.38 $7,367.02 $5,871.77 $10,470.58 $11,000.00 7.0% 7.0% $11,770 $12,594 $13,475 $14,419 $15,428 $6,738 $6,738
716.11 Fringe Benefits Worker's Compensation $5,919.10 $8,755.54 $7,735.49 $16,714.26 $22,000.00 8.0% 8.0% $23,760 $25,661 $27,714 $29,931 $32,325 $13,857 $13,857
716.12 Fringe Benefits OPEB $147,266.10 $161,047.15 $346,142.81 $500,609.13 $600,000.00 2.0% 2.0% $612,000 $624,240 $636,725 $649,459 $662,448 $318,362 $318,362
716.13 Fringe Benefits - Uniforms $0.00 $0.00 $5,208.20 $4,600.00 2.0% 2.0% $4,692 $4,786 $4,882 $4,979 $5,079 $2,441 $2,441
716.15 Fringe Benefits - Miscellaneous $4,098.28 $7,096.56 $4,268.88 $297.79 $0.00 2.0% 2.0% $0 $0 $0 $0 $0 $0 $0
722.00 Clinic Expense $856.46 $693.22 $626.22 $735.85 $1,000.00 2.0% 2.0% $1,020 $1,040 $1,061 $1,082 $1,104 $531 $531

Total Payroll Expenses $1,494,477.91 $1,630,526.96 $1,816,215.76 $2,098,633.76 $2,404,567.00 $2,484,890.01 $2,568,670.43 $2,656,095.48 $2,747,364.09 $2,842,687.69 $1,328,047.74 $1,328,047.74
726.00 Office Supplies $2,398.59 $3,881.85 $3,705.96 $3,137.31 $4,000.00 2.0% 2.0% $4,080 $4,162 $4,245 $4,330 $4,416 $2,122 $2,122
727.08 Operating Supplies - Diesel $0.00 $0.00 $0.00 $2,518.85 $5,000.00 2.0% 2.0% $5,100 $5,202 $5,306 $5,412 $5,520 $2,653 $2,653
727.09 Operations Supplies - Meters $0.00 $44,554.21 $24,997.00 $83,535.43 $120,000.00 2.0% 2.0% $122,400 $124,848 $127,345 $129,892 $132,490 $63,672 $63,672
727.99 Operating Supplies - General $16,886.79 $106,637.09 $52,044.58 $43,777.77 $1,000.00 2.0% 2.0% $1,020 $1,040 $1,061 $1,082 $1,104 $531 $531
729.00 Lab Supplies $3,502.32 $6,604.86 $7,450.28 $7,355.42 $10,000.00 2.0% 2.0% $10,200 $10,404 $10,612 $10,824 $11,041 $5,306 $5,306
731.00 Misc. Supplies $2,047.06 $1,387.71 $1,999.62 $1,448.05 $500.00 2.0% 2.0% $510 $520 $531 $541 $552 $265 $265
733.00 Postage $52,954.15 $48,422.10 $28,577.64 $377.90 $500.00 3.0% 3.0% $515 $530 $546 $563 $580 $273 $273
734.00 Small Tools $21,791.25 $8,740.66 $10,705.82 $4,423.84 $5,000.00 2.0% 2.0% $5,100 $5,202 $5,306 $5.412 $5,520 $2,653 $2,653

Total Supply Expenses $99,580.16 $220,228.48 $129,480.90 $146,574.57 $146,000.00 $148,925.00 $151,908.65 $154,952.13 $158,056.63 $161,223.39 $77,476.06 $77,476.06
740.00 Dues and Membership $5,598.99 $6,642.49 $3,993.24 $2,598.20 $4,500.00 2.0% 2.0% $4,590 $4,682 $4,775 $4,871 $4,968 $2,388 $2,388
745.00 Printing and Publishing $1,5638.92 $0.00 $21,960.70 $1,211.40 $1,500.00 2.0% 2.0% $1,530 $1,561 $1,592 $1,624 $1,656 $796 $796
760.00 General Insurance $125,039.14 $62,745.08 $71,257.44 $82,336.10 $111,000.00 3.0% 3.0% $114,330 $117,760 $121,293 $124,931 $128,679 $60,646 $60,646

Total Other Expenses $132,177.05 $69,387.57 $97,211.38 $86,145.70 $117,000.00 $120,450.00 $124,002.30 $127,659.95 $131,426.07 $135,303.91 $63,829.97 $63,829.97
801.01 Professional and Contractual Service Legal $62,357.10 $52,053.93 $36,092.88 $40,980.89 $50,000.00 2.0% 2.0% $51,000 $52,020 $53,060 $54,122 $55,204 $26,530 $26,530
801.02 Professional and Contractual Service Engineering $56,636.75 $3,573.63 $78,956.69 $211,100.14 $97,500.00 2.0% 2.0% $99,450 $101,439 $103,468 $105,537 $107,648 $51,734 $51,734
801.04 Professional and Contractual Services Cleaning $0.00 $10,537.67 $7,220.99 $7,500.00 2.0% 2.0% $7,650 $7,803 $7,959 $8,118 $8,281 $3,980 $3,980
801.05 Professional - Cross Connection Contracts $84,650.00 $78,000.00 $78,000.00 $78,000.00 $100,000.00 2.0% 2.0% $102,000 $104,040 $106,121 $108,243 $110,408 $53,060 $53,060
801.06 Professional and Contractual Service GIS $0.00 $0.00 $43,300.00 $45,000.00 2.0% 2.0% $45,900 $46,818 $47,754 $48,709 $49,684 $23,877 $23,877
805.00 Permits $0.00 $0.00 $0.00 $17,000.00 2.0% 2.0% $17,340 $17,687 $18,041 $18,401 $18,769 $9,020 $9,020
806.00 Security Expense $3,688.82 $3,142.12 $3,571.08 $3,413.51 $5,000.00 2.0% 2.0% $5,100 $5,202 $5,306 $5,412 $5,520 $2,653 $2,653
808.00 Taping Service $46,541.86 $45,554.52 $52,471.04 $36,643.20 $40,000.00 2.0% 2.0% $40,800 $41,616 $42,448 $43,297 $44,163 $21,224 $21,224
810.04 KWA O&M $630,469 $1,365,707 $1,454,566 $630,469
810.05 GCDC O&M 3.0% $1,249,395 $2,574,943 $2,651,097 $1,249,395
810.01 Cost of Water - Commodity $8,635,352.28 $8,889,853.59 $9,461,016.46 $7,490,389.60 $7,668,000.00 21.7% 12.0% $9,328,797 $10,450,507 $5,474,075 $0 $0 $5,474,075.00
810.03 Cost of Water - Flint Surcharge $1,392,682.70 $1,398,666.00 $1,482,000.00 $1,254,000.00 $1,368,000.00 0.0% 0.0% $342,000 0 $0 $0 $0
810.02 Cost of Water - DWSD RTS $0.00 $546,936.00 $2,004,721.00 $3,035,015.72 $3,988,000.00 17.6% 12.0% $4,690,497 $5,254,490 $2,752,352 $0 $0 $2,752,352.00

Total Contracts $10,281,909.51 $11,017,779.79  $13,207,366.82  $12,200,064.05  $13,386,000.00 $14,730,534.00 $16,081,621.80 $10,490,448.30  $4,332,490.44 $4,505,340.25 $8,418,505.65 $2,071,942.65
836.00 Rentals $359.27 $2,500.00 2.0% 2.0% $2,550 $2,601 $2,653 $2,706 $2,760 $1,327 $1,327
845.01 Repairs and Maintenance Infrastructure $91,201.41 $123,048.38 $305,582.48 $168,615.71 $200,000.00 2.0% 2.0% $204,000 $208,080 $212,242 $216,486 $220,816 $106,121 $106,121
845.02 Repairs and Maintenance Building $18,519.30 $36,844.17 $28,379.64 $17,545.73 $25,000.00 2.0% 2.0% $25,500 $26,010 $26,530 $27,061 $27,602 $13,265 $13,265
845.03 Repairs and Maintenance Equipment $64,890.20 $60,681.97 $62,198.25 $89,967.76 $120,000.00 2.0% 2.0% $122,400 $124,848 $127,345 $129,892 $132,490 $63,672 $63,672
845.06 Repairs and Maintenance Software $0.00 $12,500.00 $3,670.00 $6,457.50 $5,000.00 2.0% 2.0% $5,100 $5,202 $5,306 $5.412 $5,520 $2,653 $2,653

Total Repair and Maintenance $174,610.91 $233,074.52 $399,830.37 $282,945.97 $352,500.00 $359,550.00 $366,741.00 $374,075.82 $381,557.34 $389,188.48 $187,037.91 $187,037.91
845.07 Repairs and Maintenance Vehicles $190,986.66 $169,205.45 $197,938.23 $73,452.29 $57,000.00 2.0% 2.0% $58,140 $59,303 $60,489 $61,699 $62,933 $30,244 $30,244
845.08 Repairs and Maintenance Ground Care $7,401.88 $6,226.90 $15,406.30 $15,873.43 $20,000.00 2.0% 2.0% $20,400 $20,808 $21,224 $21,649 $22,082 $10,612 $10,612
845.09 Repairs and Maintenance SCADA $3,659.62 $5,000.00 2.0% 2.0% $5,100 $5,202 $5,306 $5,412 $5,520 $2,653 $2,653
846.01 Vehicles Fuel - Diesel $0.00 $8,000.00 2.0% 2.0% $8,160 $8,323 $8,490 $8,659 $8,833 $4,245 $4,245
846.02 Vehicles Fuel - Gasoline $0.00 $10,000.00 2.0% 2.0% $10,200 $10,404 $10,612 $10,824 $11,041 $5,306 $5,306
855.00 Community Utilities $0.00 $0.00 $86,062.82 $50,600.38 $50,000.00 2.0% 2.0% $51,000 $52,020 $53,060 $54,122 $55,204 $26,530 $26,530
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Category

856.01 Utilities - Electric

856.02 Utilities - Gas

856.03 Utilities - Sewer & Water
854.04 Utilities Communication
857.00 Trash Removal

864.00 Conferences and Seminars
876.00 Safety

877.00 Outside Inspections/Testing
955.00 Misc. Operating Expenses

Total Operation Services
Administration Expense (Depts: 50,51,52,54)

966.00 Easement/ROW Expenses
Capital Projects (91xx Funds)
Capital Reinvestment/Depreciation Water Plant
Capital Reinvestment/Depreciation Recovery

Total Capital Expense

994.00 Bond Principal Payments
995.00 Bond Interest Payments
Intake Debt Service
42.00 KWA Water Purchase = 42 units
GCDC Water Plant Debt Service

Total Debt Service

TOTAL EXPENSES
Total without Detroit & Flint

$388,444.17
$27,916.68

$368,868.30
$10,890.52

Water Supply District Past & Projected Expenses & Revenues

2011
Actual
$410,085.33

$14,831.74

2012
Actual
$366,566.12
$23,869.08

2013
Budget
$450,000.00
$15,000.00

$808.96 $34,010.73 $29,878.06 $7,938.94 $10,000.00
$18,137.08 $26,439.95 $22,276.59 $16,598.94 $20,000.00
$0.00 $0.00 $1,707.95 $1,500.00
$1,386.78 $2,735.66 $539.50 $1,989.21 $2,500.00
$1,143.11 $4,245.53 $4,430.01 $593.54 $2,500.00
$7,440.72 $9,551.49 $10,721.38 $9,740.76 $15,000.00
$14,217.34 $17,572.36 $13,767.87 $18,850.61 $0.00
$643,666.04 $632,174.53 $792,169.96 $572,590.26 $666,500.00

$2,737,766.61

$2,798,842.50

$2,299,917.46

$3,055,779.00

$2,899,498.00

$0.00 $2,300.00 $10,464.70 $6,000.00 $0.00
$0.00 $0.00 $3,355.02 $2,401,791.00 $346,900.00
$0.00 $0.00 $0.00 $0.00 $0.00
$0.00 $2,300.00 $13,819.72 $2,407,791.00 $346,900.00

$1,135,000.00

$1,967,363.76

$0.00

$0.00
$3,102,363.76

$15,928,785.34
$5,900,750.36

$1,175,000.00

$1,928,501.26

$0.00

$0.00
$3,103,501.26

$16,908,973.11
$6,073,517.52

$1,210,000.00

$1,885,338.76

$0.00

$0.00
$3,095,338.76

$19,551,433.67
$6,603,696.21

$1,260,000.00

$1,839,118.78

$0.00

$0.00
$3,099,118.78

$20,893,864.09
$9,114,458.77

$1,310,000.00

$1,794,834.00

$0.00

$0.00
$3,104,834.00

$23,423,799.00
$10,399,799.00

2014
% Increase

9.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%

4.0%

2015-2018
% Increase

4.0%

2.0%
3.0%

3.0%

2014
Projected
$490,500
$16,350

2015
Projected
$534,645
$17,822

2017
Projected
$635,212
$21,174

2016
Projected
$582,763
$19,425

2018
Projected
$692,381
$23,079

$291,382
$9,713

$291,382
$9,713

$10,900 $11,881 $12,950 $14,116 $15,386 $6,475 $6,475

$20,400 $20,808 $21,224 $21,649 $22,082 $10,612 $10,612

$1,530 $1,561 $1,592 $1,624 $1,656 $796 $796

$2,550 $2,601 $2,653 $2,706 $2,760 $1,327 $1,327

$2,550 $2,601 $2,653 $2,706 $2,760 $1,327 $1.327

$15,300 $15,606 $15,918 $16,236 $16,561 $7,959 $7,959

$0 $0 $0 $0 $0 $0 $0

$713,080.00 $763,584.10 $818,360.11 $877,787.02 $942,277.85 $409,180.05 $409,180.05

$3,015,478 $3,136,097 $3,261,541 $3,392,003 $3,527,683 $1,630,770.46 $1,630,770.46

$0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0

$1,500,000 $1,500,000 $0 $0

$1,962,890 $1,903,580 $1,903,580 $1,898,841 $1,898,841 $951,790 $951,790

$1,962,890.16 $1,903,579.66 $1,903,579.66  $3,398,840.66  $3,398,840.66 $951,789.83 $951,789.83

$1,360,000 $1,415,000 $1,470,000 $1,530,000 $1,595,000 $735,000 $735,000

$1,737,651 $1,683,131 $1,624,571 $1,562,939 $1,497,256 $812,286 $812,286

$2,529,423 $2,526,838 $2,527,388 $2,527,188 $2,527,588 $1,263,694 $1,263,694

$1,356,600 $1,356,600 $7,465,800 $13,575,000 $13,575,000 $678,300 $6,787,500

$0 $3,978,516 $4,027,813 $4,028,450 $4,026,725 $2,013,907 $2,013,907
$6,983,674.25 $10,960,085.26  $17,115,572.26  $23,223,576.76 $23,221,569.13 $5,503,186.13 $11,612,386.13
$30,519,471.34  $36,056,290.24  $36,902,284.61 $38,643,101.57 $39,124,114.03 $18,569,823.81  $18,332,460.81
$16,158,177.34  $20,351,293.24  $28,675,857.61 $38,643,101.57 $39,124,114.03 $10,343,396.81  $18,332,460.81
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GCDC-WWS - Projected Rates during KWA phase in
2/27/2014
Annual Rate
2014 2015 20161 20162 2017 2018
[Expense item RTS_C i Expense RTS Commodity Expense RTS Commodity Expense RTS Commodity Expense RTS Commodity Expense RTS Commodity Expense RTS Commodity
Detroit Commodity’ 100% | $ 8,584,763 § - |$ 8584763|5 9,617,009 § - |8 96170098 5037481 - |$ 5037481 s - s - S -8 - $ -8 -
Detroit RTS' 100% | $ 4,690,497 § - |$ 4690497 |8 5254490 § - % 5254490 |8 2752352 § - % 2752352 s -8 - $ -8 - $ -8 -
Flint Surchage 100% $ 342,000 $ 342,000 § - $ - 8 - $ - 8 - $ - s - $ - s - $ -8 -
[ for Water 90% 10% | $ 744034 $ 669,631 $ 74,403 | $ 833498 $ 750,148 $ 83,350 | $ 436504 $ 392,935 § 43,659 $ - 8 - S - |8 - $ - 8 -
50% 50% | $ 3015478 § 1507739 | § 1,507,739 | $ 3136097 $ 1568049 § 1,568,049 |$ 1630770 $ 815385 §$ 815,385 |$ 1,630,770 § 815,385 § 815385 |$ 3392003 ' § 1696002 | $ 1,696,002 |$ 3527683 § 1763842 $ 1,763,842
[Existing Debt 100% | $ 3,097,651 § - | 3007651|% 3008131 § - |8 3008131|S 1547286 § - |8 1547286|% 1,547,286 § - |8 1547,286|S  3,092939 § - S 3092939|8 3,002,256 $ - § 3,002,256
Intake Debt 15% 85% | $ 2529423 § 379413 | § 2150010 |$ 2526838 $ 379026 § 2,147,812 |$ 1,263,694 $ 189554 $ 1,074,140 |$ 1,263,694 $ 189554 § 1,074,140 |S 2,527,188 ' § 379078 ' § 2148110 |$ 2527588 § 379,138 § 2,148,450
D 100% | $ 1,962,890 $ - % 19628908 1903580 $ - %8 19035808 951,790 § -8 951,790 | § 951,790 § - s 951,790 |'$  3,398841 § - /S  3398841|% 3398841 § - |8 3398841
T ission O&M 100% | $ 2127441 § - 8 2127441|S 2206226 § - |8 2206226|% 1,144,634 § - 8 1144634 |5 1,144634 § - 8 1144634 |S 2376831 § - S 2376831|8 2469272 § -8 2469272
O&M Retail 100% |s 2068695 $ 2,068,695 $ - |$ 2145305 § 2145305 § - |s 1113027 5 1113027 § - |s 1113027 8 1113027 ' § - s 2311199 S 2,311,199 ' § - |s 2401087 '§ 2401087 § -
[KwA o 100% s -8 - $ -8 - s -8 - s 630,469 $ - s 630,469 | S 1,365,707 ' § - S 1365707 |$ 1454566 $ -8 1454566
GCDC WTP O&M 100% | $ -8 - $ -8 - $ - 8 - |s 1249395 § - |8 1249395|S 2574943 § - S 2574943[§ 2,651,007 § - % 2651,007
KWA Purchase/Debt Services 15% 85% | $ 1,356,600 $ 203490 $ 1,153,110 |$ 1356600 $ 203490 § 1,153,110 | $ 678300 $ 101,745 § 576,555 |$ 6,787,500 $ 1,018,125 S  5769375|$ 13575000 § 2,036,250 $ 11,538,750 | §  13,575000 $ 2,036,250 $ 11,538,750
GCDC-WWS WTP Debt 15% 85% | § - s - s - |s 3978516 § 596777 | $ 3,381,739 |$ 2013907 S 302,086 $  1.711,821|$ 2013907 § 302,086 §  1,711,821|$ 4028450 § 604268 $ 3,424,183 |$ 4026725 § 604,009 § 3,422,716
Total Expenses $ 30519472 $ 5170968 | § 25348504 | $ 36,056,290 $ 5642795 § 30,413,495 |$ 18,569,835 $ 2,914,732 $ 15655103 | $ 18,332472 $ 3438177 § 14,894,205 |$ 38,643,101 $  7,026796 $ 31,616,305 |$ 39,124,115 § 7,184,325 $ 31,939,790
[Non-Rate Revenue Deducts
KWA Bond Reserve Income 100% $0 $0 $0 ($156,800) $0 ($156,800) ($156,800) $0 ($156,800) ($156,800) $0 ($156,800) ($470,400) $0 ($470,400)| ($470,400) $0 ($470,400)
County Capital Fee 100% (8275,000) $0 ($275,000) (8300,000) $0 (8300,000) (8150,000) $0 ($150,000) (8150,000) S0 (8150,000) (§300,000) $0 ($300,000) (8300,000) $0 (8300,000)
Revenue 49% 51% (8378,000) (8185,220) ($192,780), (8378,000) (8185,220) (8192,780), (8189,000) (§92,610) (896,390) (8189,000) (892.610) (396,390) ($378,000) (3185,220) ($192,780), (§378,000) (8185,220) (8192,780)
Revenue Needed from Rates 29,866,472 4,985,748 24,880,724 35,221,490 5,457,575 29,763,915 18,074,035 2,822,122 15,251,913 17,836,672 3,345,567 14,491,105 37,494,701 6,841,576 30,653,125 37,975,715 6,999,105 30,976,610
Customer Base
Equivalent Meters 361,267 361,267 180,634 180,634 361,267 361,267
Commodity (100 cu ft) 5,855,610 5,855,610 2,927,805 2,927,805 5,855,610 5,855,610
Rate
RTS (per ERU) $ 13.80 $ 15.11 $ 15.62 $ 18.52 $ 18.94 $ 19.37
Commodity per 100 cu ft $ 4.25 $ 5.08 $ 5.21 B 4.95 $ 5.23 $ 5.29
Typical Bill
5/8" meter - RTS 1 s 13.80 s 15.11 s 15.62 s 18.52 $ 18.94 $ 19.37
cu fimo 1,000 $ 42.49 $ 50.83 $ 52.09 s 49.49 S 52.35 $ 52.90
Total $ 56.29 $ 65.94 $ 67.72 $ 68.02 $ 71.29 $ 72.27
™ Detroit expenses by adding an expected 10.3% in charges starting April 1, 2014, 9% starting July 1, 2014, and adding an additional 10% to then current charges starting July 1, 2015.
Current Rates
RTS (per ERU) $14.59
Commodity per 100 cu ft $3.94
Current Typical Bill
5/8" meter - RTS S 14.59
1,000 cu fimo S 39.40
Total S 5399
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Engineers,

Jones & Henry

Ltd.

Appendix B-6
Genesee Water Supply Minimum Charge Rates
09/02/2012 -
Meter Size 09/01/2013 09/02/2013 01/02/2014
(in) Charge Charge Charge
Individual Meters

5/8 $13.38 $14.59 $14.59
3/4 20.07 21.89 21.89
1 33.45 36.48 36.48
1-1/2 66.90 72.95 72.95
2 107.04 116.72 116.72
3 200.70 218.85 218.85
4 334.50 364.75 364.75
6 669.00 729.50 729.50
8 1,070.40 1,167.20 1,167.20
10 1,605.60 1,750.80 1,750.80
12 2,876.70 3,136.85 3,136.85

Indirect Rates

09/02/2012 -
09/01/2013

5/8 $13.38 $13.53 $13.53
3/4 20.07 20.30 20.30
1 33.45 33.83 33.83
1-1/2 66.90 67.65 67.65
2 107.04 108.24 108.24
3 200.70 202.95 202.95
4 334.50 338.25 338.25
6 669.00 676.50 676.50

8 1,070.40 1,082.40 1,082.40

09/02/2013

01/02/2014

Charge/EM Charge/EM Charge/EM
Equivalent Meters

$3,295.75 | $2,241.75 $2,241.75
50 6,591.50 4,483.50 4,483.50
80 10,546.40 7,173.60 7,173.60
120 15,819.60 10,760.40 10,760.40
165 21,751.95 14,795.55 14,795.55
215 28,343.45 19,279.05 19,279.05
320 42,185.60 | 28,694.40 28,694.40

Rate Per 100 cubic feet of consumption

09/02/09 - 09/01/10 $2.54
09/02/10 - 09/01/11 $2.76
09/02/11- 09/01/12 $2.96
09/02/12 — 09/01/13 $3.18
09/02/13- 01/01/14 $3.53
01/02/14 $3.94
Source: GCDC-WWS
Report of the Engineering Consultant 902-6843.001
Karegnondi Water Authority 03

Fluid thinking™
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STATE OF MICHIGAN
DEPARTMENT OF ENVIRONMENTAL QUALITY
LANSIMNG

DAN WYANT
GOVERNOR DIRECTOR

September 7, 2011

Mr. John O'Brien, Director

Genesee County Drain Commissioner WSSN: 2615
(5-4610 Beecher Road

Flint, Michigan 48532

Dear Mr. O'Brien:

SUBJECT: 2011 Sanitary Survey
Genesee County Water System

Enclosed is a copy of the sanitary survey completed by this department covering the
Genesee County water system. This report is being submitted for your review and
comment.

Your attention should be directed to pages 27 through 33, which details our
ohsarvations, conclusions, and recommeafidations. Also, pages 33 and 34 provide &
brief summary of the individual items that need to be addressed and gives the pages in
the report where those items are discussed.

The tems vary in priority and are listed without ranking. In general, improvement
continues 1o be taken towards water system preventative maintenance. The need for
an adequate supply of water for domestic use and firs protection will continue
increase as long as residential, commercial, and industrial growth continues in Genesee
County.

ltern #1 discusses the need 1o establish adequate stand-by water service for Genesee
County.

ltems #2, 3, and 8 discuss preventative maintenance and operational issues. This
includes the need to continue establishing a prioritized valve turning program. Next,
any remaining outdated meters should be changed out and the upgrads to a radio-read
system should continue to be promoted amang your retail customers. Finally, the Clio
Road elevated tank should be scheduled for repainting.

ltem #4 discusses the need to continue upgrading areas of WWS's water system that
are in poor condition. ;

CONSTITUTION HALL » 525 WEST ALLEGAN STREET + P.CO. BOX 30473 « LANSING, MICHIGAN 48809-7973
www, michigan.gov/ded = (B00) 662-0278



Mr. John O'Brien 2 September 8, 2011

ltemn #5 discusses the need to conduct a new water system study and master plan by
2015,

ftem #7 discusses the need to operate the stand-by chlorination equipment at the
Henderson Road and Center Road pump stations on an occasional hasis,

We wish to thank your staff for their time, and for the assistance given, during the
survey and preparation of the report. As always, we are available to mest with you to
discuss the report in more detail.

Sincerely,

WoiSeel] /ié}/

Michae! F. Pryshy, P.E., District Engineer
Lansing District Office

Resource Management Division
6517-335-6122

Enclosure

co:  Mr. Dave Jahsen
Mr. Tim Davidek






Report By:

Michigan Department of Epvironmental Quality

Wichael F. Pryshy, P.E., District Engineer

September 6, 2011
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WATER SYSTEM REVIEW

WS8N 2615

Supply Genesse County Drain Commissioner

Dates 7/13/2011 & 8/3/2011

Primary Contact:

Reviewed by MFP

County Genesee

Distriet 11

John OfBrien Copy To: Tim Davidelk
Titie: Director Title; Chief of O&M'
Talephona: (8B1l0) 732-T87C Telephone: (8i0) 732-7870
Rddress: 5-4610 Beecher Road Addreses: Same
FINE, MR R
Population: 70,500 Year: 2011 Bagis: MDEQ Est. of rebadil customers
Distribution Classification:  §-1 Cert. D #
Operator in Charge: Tim Davidek 5-1

Cther Operators:

Treatment Capacity:

Treatment Classlification:
Operatar in Charge:

Other Operators:

Jetfrey Bryson

Vernon Brenneyr

Joe Anklam

Richard Byskoe (Rack-up)

pava Jansen

Shannon Holder

Mark Horgan

Hill Hostetlar

Jan Jones

Dan Linga

Ryan Ly

Matt McKay

Martin MoCormiok 5-4
John O'Brien -1
Steven Olaon 8-
Steven Relky E~d
Leslie Rogers 5-4
Ronald schroeder 5-
Steven Shaski 11 -4
Lony Smith S—4
James Thompbson 5-3

58.0 MGD
D-i
Dave Jansen p-1, F-1
Joe Anklam D-4
Jeffrey Bryson F-3
Vern Brenner E:EL.EZ%
Connig Hohman F-4

Operator Certification Comments:

The Waste & Water Services Diviszion (WWSD), certinues a proactive position towards

1



o

Fage

prometing operator certificaticn and maintains incentives for achleving operator
certification., The WWSD maintains a mandaltory cerxrLification recquirement for any
distribution system employee who wishes to advance from an operator assistant
position to an operator position. A benusg incentive program is also in place for
operators who obtain distribution system certification above the level required
for theirx specific position. Certified operators hélp protect the county’s
investment in the system, and help ensure that the system meets the reguirements
of the SDWA,

Table 1. Operator Positions

CPERATOR POSITION REQUIREMENTS
Operatcr Ressistant 1 None
Operator Asslstant 2 None

Operator 5-4
Maintenance Machanlc
Equipment Operator
Zenior 0O&M Operator

~4 or minimum of 4 years experience

-3

Ly M

Supervigory level

Introductory Comments:

The Genesee County Drain Commissicner serves water to a large percentage of
Genesee County directly from the Detroil Water and Sewerage Department (ODWSD] ok
through the ¢ity of Flint., Water sexrvice is provided to 19 wholesale and retail
custcomers (8 wholesale and 11l retail customers).

The wholesale customers purchase water from the county through master meter(s) and
these customers own and maintain the distribution sgystem piping within their local
service area, Each wholesale customer has established lts own water department.

The retail customers have very little invelvement with water utility operaltion.
The WWSD contreols design, wconstruction, and coperation of the water system for
these customers. Tha retail cuskbomers, however, are responsible for collecting the
water bills from their individual accoounts. Table 2 below shows the breakdown of
the county’s wholesale and retail customers.

Takbla 2. Wholasale and Retail Cumtomers of Cenassse County

Wholesale Customer | Number of Acusounts | Retail Customer Numbar of Accounts
City of Burton b, bob T I'Clayton Township 865
City of Clio L T Bavison Township 2,636
of ¥lushing | 4,800 FIint Township 7, 857
vy of M, Morris | T,2I1 FlUshing Township 2,538
of Montrose ~ |TTTTTTERGTT | Calnes Townshlp 157
| City of Swartz Cz, 2,173 Mt Horris Twe. 3,152
Genlegee Township 2,129 Montrose Townshlp 264
“Grand BLane TwWp, g, 507 Mundy ToWnehip 1,365
" Bichfieid Township 6h7
Vienna Township 1,184

Thet tord Lownship i

Total Wholesale 24,204 Total Retaill 20,739




Page 3

The 2011 population estimate 1s bassed our August 3, 2011 sanitary survey meeting,
An estimate of 3.4 persons per account was used to obbaln the population astimate.
Genesee County’s estimated retail service area population is approzimately 70,500
pecple.  The combined wholesale and  retall  customer service area gerves
approximately 153,000 people. '

WELL INFORMATION

One 6-inch test/exploration well was constructed at the Henderson Road pump
station site. The test-well waa constructed to a depth of 365 fest with a 6-inch
PVC casing to 200 faet. The well was pumped at 220 GPM wlth & drawdown ta 60
tezet. Layne estimates that the aguifer could support a 350 ~400 GPM well for long-
term pumpage and possibly above 500 GPM for a short-term emergency supply. The
WWSD has not decided whether to preoceed in converting the test well to a
production well for additional emergency capacity.

WATER USLEE

TABLE 3. -~ PRODUCTION HISTORY

{units in Million Gallons Per Day MGD)

YEAR Avg Day Max Dav Byg Day/Max Mo, Max/Avg G/C/D % UpAccht H20 *
1996 11.4 15.2 14,9 1.68 1.1

1w 1LTVE 22,8 20, 1L 1.78 i,
16494 25.3 187

1883 137 21.8 211 1.59 379

2000 12,9 NA 18,3 1.3

2001 13.8 26.9 24,0 1.2

2002 14.8 27.5 21.4

2603 14 26.3 20.2 N

wa0d TATTTTT 22.0 17,4 o

2005 15.0 24,4 19.6

2006 12,1 24 g 20,7 B

2007 14.5 97 N

Zoe 134 138 1805 )

2009 1305 15,9 L6, 4

2010 12,06 22.0 16,8

Five year Max Day _24.6 MGD  Date Summer 2006
Ter year Max Day 27.5 MGD Date Summer 2002

Five year Avg Day _13.0 MGD

Max Day for capacity regquirements 27,5 MG



Annual Max

Conter Rd in:
Center R4 out:

Total flow:

2000;

Total flow:
Center Rd in:
Centexr Rd oul;
Donaldson:

2001:

Total flow:
Center Rd in:
Center Rd out:
Donaldson:

2002,

Total Flow:
Centar Rd in;
Cepter Rd out:
Donaldson:

2003:

Total Llow:
Center Rd in:
Center Rd ouft;
Donaldson:

2004:

Total Flow:
Center Rd in:
Center Rd cut:
Lonaldson:

2005

Total Flow:
Center Rd in:
Center R4 out:
Donaldson:

Page 4

Day Usage & each meter pit (2000-2007)

Total flow measurad at the South Genesce Road meter pit.

Total pumpage cut from the Center Road North (CRN} Booster Pump
atation, this will not egual the metered flow in since scme the
total flow 1s taken from storage at Center Road.

Suom of the flows meagured at Geneses, Belsay, Irish, Qak,

Potter Road metexr pits.

WA — SCRDA failure

21.5 MG

3.0 MG

ME - estimated due to SCADA failure

5
!
.2 MG {three pumps ran}
0 MG

MG

MG
MG

27.5
16.2 MG {three pumps ran)
21.0
3.0

26.3 MG
15.9 MG
19.3 MG  (three pumps ran)
MG
22.0 MG
11.4 MG (three pumps ran)
16.8 M@
MG
Z4.9 MG
MG  (three pumps ran)
MG
MG



2006;

Total flew:
Center Rd in:
Center Rd out:
Donaldson:

2007:

Total Flow:
Center Rd in:
Center Rd cut:
Donaldson:

The Henderson Reoad pumping statlon has
punping station pumps between
reduces the demand off the Center Read pump station,

24,06
15.1
17.0

MG
MG
MG
MG

MG
MG
MG
M

The Centsr Road South
station pumps water to the eastern portion of Grand Blanc Township and to

Vassar Road station.

(CRS}

(thrae pumps ran}

{three pumps ranj

been
3 and 6 MGD

pump station has been in service since 2007.

in service since 2006,

into Genesee County’s

FPage

The
North Loop

The

new
and

CR5
the

The WWSD modified their monthly operation report in 2008 to include average day
and max day pumpage from each of the major pumping stations as a result of their

SCARR system improvements.

digplaved ag follows;:

2448

Total Flow:

Aanderson Rd:

Center Rd North:
Center Rd South:

Nobkle Streetb:
Bouran Streel
Donaldson Rd

2009

Total Flow:

Henderscon Kd:

Center Rd North:
Center Rd South:

Mobie Street;
Houran Street
Donaldsen Rd

Pumpage data
Avyg Day Max Day
13.4 MGD MGD
a.19 MGD 7.07 MGD
6.83 MGD 10.54 MGD
G.74 MGD 10.907 MGD
G.28 MGD 1.07 MGD
0.00 MGD 0.00 MGD

0,00 MGD 0.00 MGD
Avyg Da Max Day
12.6 MGD MED
2044 MGDH 6.91 MGD
4,66 MGD 7.00 MGD
L7 MG 5,38 MGD
0.29 MGD C.79 MED
0.00 MGD 0.C0 MGD *

0.60 MGh 0.00

MGD

from

since 2008

is

[



Page &

2010
ayq Da sy Max Day

Total Flow: 12,6 MGD MGED
Henderson Rd: 3.14 MGD T.37 MGD
Center Rd North: 3.83 MGD 6,19 MGD
Center Rd Scuth: 2.46 MGD .83 MGD
Noble Street: 0.30 MED 1,13 MGD
Houran Street .00 MGD 0.00 MGD *
Denaldsoen Rd G.0G MGD 0.00 MGD

*  The Houran Street station pumps water; however, the station ig not metered
thug no flow was shown in the pumpage data, Flow through this station is
estimated by accounting pump run time with the approximate capacity each
pump (8} that is{are) operated.

Pumpage cbtained from the SCADA system and reported in the monthly reports is
slightly less than the purchased water reported in the annual pumpage report.
This is attributed to a porition of the county’s customer basse being provided
water upstroam of the Center Road pumping station {direct connections to the
30-inch transmission pain) .

WALER SYSTEM STORAGE

Location: Location: Location:
Mapie & = Houran 5t Beechesr Rd
dénter Bd & Beecher
Nerth
Volune 5.0 MG Twg 2.0 MG 1.0 MG
+Type “Gréund” T 56, Ground Elevated
O.F. Elavation 38,0 ft 78,5 Fr 9305t USG3
Date Construsted 198y N 1970 19740
Date Inspected gooT 2005 2005
Date FPainted Inside congrete 2005 1955
Palnt Systen ' » T3 Goat ewp
Date Painted Outside 2005 1896
Cathodic Protection Yes 1992 Mo
High Alarm Yeg Yes Yes
Low Alarm Yas — Yas Yes
+Type SCADA - TECADA SCARDA




Volume

+ve

O.F. Elavation

Date Constructed
Date Inspected

Date Painted Inside
Paint System

Date Painted Qutsaids
Cathodic PFrotection
High Alarm

Low Alarm

+Type

Vi lume

+Type

0.F. Elevation

Date Constructed
Date Inspected

Date Painted Inside
Faint Systew

Date Painted Outside
Cathodic Protection
Bigh Blarm

Low Alarm

+Type

Volume

+ype

Q.F, Bleavation

Date Construchted
Date Inspected

Date Painted Insids
Paint System

Date Painted Quiside
Cathedic Protection
High Alarm

Low Alarm

+Type

Page

Logcation: Location: Location:

Noble St Orgould AV Clio Rd
& Pler=on

4,0 MG .50 MG 1.0 MG
Standpipe 3t. ground Composite
930ft TO3EL 930ft USGS
1564 ? 1982
sHTTTTTTTT TR 2011

2000 19682 19499
3 crat epxy ? 3 coat epuy
2000 15999

Yes 1951 no

Yag out of ser Yes

Yao out of ser Yes

BCADA oul ol ser SCANR
Logcation: Location: Location:
Mokinley Rd  Clle Plaza  Pierson kg
ARTP & Elms Rd

0.5 MG 0.10 MG 0.5 MG
Elevated Flevated Ground
THAFTE BA5TL TI0fT
1975 1874 ?

2010 ~warr 2009 ?

1994 1974
3 coat exp ?

2000 1974

Yes 2

Yes No out of ser
Yeg Mo ot of ser
SCADA Chart Rec out of sar
Locatlion: Location: Losatlons
Center Hd Vasgsar Rd Henderson Rd
South

6.3 M@ 1.0 MG 2-10.0 MG
Ground Ground Ground
2005 2003 2004

2006 2003 2004
HNA NA MA
Concrete Congrete . Concrete
MR NA N4
NA NE NA

Yos Yes Yes

1en Yes yes
SCADA SCADA SCADA




Location:

Houran 2%

Volume 2.0 M3

+Type Flevated,/compesite
G B, Blevation

Date Constructod 20086 -

NDate Inspacted 2006

Date Painted Inside AT -

Paint System 3 toat ep

Date Painted Outside 2006

High Alarm Tes

Low Alarm Yes

+Type SCADE

Total Usablie Storage 46,400,000 galions 46.4 wil. gal.

Total Usable Storage/Max Day 168.7 %

Total Usakle Storage/Avg Day 331.4 %
Comments:

The Clioc Plaza tank 18 not monitorad on the county’s SCADRA system, Lngstead its
status ig noted on a chart recorder and the chart is changed on a weekly basis.
Repairs to the tank’s roof were completed in 2010 and the tank remains in service,
Gonesew County has determined that they own the Clio Plaza tank.

The Orgould Avenues tank and the ground storage tank at Flerson and Elms Road
remain out of service.

The CRN ground storage tank was inspected in 2007 by Dixon and the tank was found
2 : ' 2 ' n y . .
1o be in good gondition. Some minor access hatch repair was recommended.

Bn adequate air-gap has been provided on the CRS ground storage tank betwsen the
terminus of the tank overflow and top of the catch bkasin drain’s impoundment.

The 2-Mgal hydro-pillar at Houran Street houses repair equipment and a portable
stand-by power generateor at its base. The water level in the tank is controlled by
an allitude wvalve Jocated ab ite base. Thig tank will be dus for a roubine
ingpection within the next few years.

The altitude wvalves at each of the Henderson Road ground storage tanks were
replaced with pressurs/flow control wvalves. The new valves along with the SCADA
system upgrades monitor and control flow to each tank,

The Clio Read and Woble Strest tanks were recently inspected. Beth tanks were in
good structural copdition, The Clis Reoad tank’'s exterior and dry interior
however, needs to be repalnted.

’

[



Pumping Station

Disgtribution

Location: Center Read and Mapie Avenue

Center Road North (CRN} Booster Pump Station

Punction: Boosts pressures to SW portion of the service area
Fump number 1 2 3 4
Year installed 1990 1990 1589 IREEY
+Type Hor Cenlr Hor Centx Hor Centr Hor Centr
Permit Capaclty 6.7 MED 6.7 MGR 6.7 MGD 6./ MGD
Permit 1TDH
Current Capacity BE.5 MGD 5.5 MGD §.5 MGD 5.5 MGD
+Basis est. ast, est. est,
Current TDH 211 ft 211 £t 211 1t 211 Ty
EP 350 350 350 350
Last Complete Inspection 2007 Z002 2004 2004
Lagt Efficisncy Test 7 ? ? z

Commenks:

The CEN station’s main purpose (& to pump water te west Grand Blanc Twp and te
locations further west 1n Genesee County (930 Ft press. district). A new pump
station (Center Road South -~ CRS) was recently constructed and WWSD staff

centinues to determine the most =zfficient mode of operation betwsan both Center
Road pumping statlons. Pumpage from each statior changss from summer to winter,

The permit capacity of each pump at CRY was 6.7 MED, however, these pumps are
capable of pumping approximastely 8.5 - 9.0 MGD, Punps 1 and #2 are controllad by
a variable frequency drive (VED). Pumps #3 and #4 are constant speed pumps.

Pump 41 or pump #2 operate constantly and are controlled by the water level in the
Saginaw Strest elevated tank in Grand Blanc Township. WWSD's SCADA system can
switch the contrcl point for the CRN station to the elevated tank at Beecher Road.
Pumps #3 and #4 ssrve as back-up pumps for the CRY station,

fumpage from CRN has decreased with the commissiocning of the Hendersen Road and
the Center Road South (CRS) pump stations.

2002~2005:

Work was completed on upgrading the switch gear for Pumps #3 and #4. An automatic
transfer switch was alsc installed and has improved the reliability of secondany
power source at this location. The gas chlorine feed system was replaced with a
Accu~Tab Series 30000 tablet feeder by PPG. The system’s maximum delivery is 1 PPM
chlorine at 21 MGD. The minimum delivery iz 0.5 PBM at 13 MGD. The chliowine fsed
system was provided for emsrgency use only.

2005~2011:

New VEDs were installed on pumnps ¥1 and #2 in 2008, Also, FPump #1 was re-built in
2007 and included replacement of i{he puwnp bearings, volute, motor bindings, etc,



Page 10

Buxiliary Power

+Power Typs ' 2°% Substation, Stand-by Power Co. Generator
+Fusl Type CHA

Capacity _NB

Starting Frequency BNA

Load Testing rrequency  NA

Total Punp Capacity 34.0  mgd

Firm Punp Capacity 25.5 mgd

Aux., Power Capacity 7 med

Max Day Demand This Location 10,5* mgd

Avg Day Demand This Location — 5.1% mgd

Fixm Pump Capacity/Max Day _»i00 *%
Aux Pawer Capacibty/Bvg Day >
Comments !

*  Water demands on CRN has decreased further with increasing use of the CRS
station. The Henderson Read pump station and Worth Loop alse continues to
provide water to the western portion of the county with an average pumping rate
batwaen 3 and 6 MGD.

Water pumpage data specific teo each pump statlon is available since early 2008
with the recent SCADRA system upgyrades. Pumpage has varied from station to
station during this time as the role of operaticn between each station is
adjusted in order to increase the afficiency of operaticn.

Pumping Station Heble Street Boostaer Pump Station

Location: South and of Hoble Street, Flint Township

Function: Allows for Iull use of the 4.0 MGAL Standpipe

Pump number % 2

Year installed 2001 2007
+Typa Hor Centr Hor Centxy
Permit Capacilty 1.0 MCGD 1.0 MGD
Permit TDI a0 Y 1q0 FT
Currenlt Capacity 1.0§ MGD 1.08 MED
+Basis ast. est .,
Current TDH o o
HP ) a0
Last Complete Inspection 2011+ 20l
Last Efficiency Test 2001 2001

10
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Comments:

The MNoble Street pumping station was constrictad in 2001 and aliows for full use
of the adjacent 4.0 MEAL standpipe. The pump station increases the hydraullic grade
line to the Beecher Road tank and reduccs the peak demands. A flow-control wvalve
is used to control the flow into and from the standpipe.

The punps and appurtenances are greased and maintainsd several times per year.
The pumps and appurtenances appear o be 1in goed oondition and cverall
housekeeping is acceptable.

* The Noble Street standplpe was inspected by Dizon in 2011 and components cof the
pump station {(piping, pump/motor) were visvally inspoctad and found to be in good
conditian.

Totzl Pump Capacity 2,16 mgd
Firm Pump Capacity 1.08 _ mgd
Bux. Power Capacity  NA mgd

Maxg Day Demand This Location

o
=
s
o8

(2010)

bvg Day Demand This Location 0.32 mgd

Firm Puwp Capaclity/Max Day 562
Aux Powar Capacity/Avg Day NA
Comments:

The SCADA system continues to provide average and max day pumpage data from this
pamp statrion., Some of the existing SCADR components are beinyg replaced with newsr
cguipment. :

Pumping Station Houran Street Pumping Station

TLocation: Houran Street near Beechsr Road

Function: Thiz station operates as a peaking faciiity during high
derland periods.

Purnp number 1 P 3 4 5 -
Year installed 1970 1970 1870 1970 1870
+Type Hor Centr  Hor Centr  Hor Centr Hor Centyx Hor Centr
Permit Capacity 3.0 MED Z.0 MGD 2.0 Map 3.0 MGD 3.0 _MGD
Current Capacity 3.0 MGD 2.0 MGD 2.0 MGD 3.0 MCD 3.0 MG
+Bagis est. ast, SR est. est.
Current IDH 200 ft 225 £t 22h ft 225 Fr 2Rh It

HP 125 ) 175 125 130 150
Complete Insp. __2p0d 2004 TRder 2004 2004

lLast Efficlency Tost ? e 7 f; G 3

11



Comments:

The Houran Street station’s main moede of operation 1s to pump from the axisting
ground storage storage tanks Lo the new 2-Mgal elevated tank. The elevated tank
basically “floats” on the system, This mode of operation utilizes Pumps 3-5 and iz
gontrolied manually from the SCADR system. The station can alge pump water
directly to the distribution system through Pumps 1-2. Water can also be obtalned
through the Donaldson Reoad pit from the city of Flint; however, this connection is
not routinely used. The station can also provide the city of Flint an emergency
supply of water through the Donaldson Read connection.

During low demand periods, water re-fills the ground storage rassrvolrs
immediately upstream of the station through a 12-inch main from the county. The
station, including the ground storage reserveoirs, are typlcally taken out of
service during the winter months.

Overall housekeeping at this facllity remaing acceptable. All five pumps are

maintained including routine greasing of the pump and motor bearings. Security
cameras have been provided at the pump station.

Buxiliavy Power None

Total Pump Capacity 13.0  wmgd

Pirm Pump Capaclty 10.90 mged

Max Day Demand This Location mgd  VARIES

Avg Day DPemand This Location myd  VARIES  (approximately 3.0 MGD)
Firm Pump Capacity/Max Day i %
Bux Power Capacity/Avyg Day 7%

Pumping Stztion Henderson Road Booster Punp Station

Logation: Henderson Road

function: Boosts pressurcs to feed Nowth Loop

Panmp number 1 2z 3

Year installed 2004 2004 2004
+Type Hor Centr Hor Centx Hox Centy
Pormit Capacity 8.0 MGD 5.0 MGD 14,0 MGU
Permit TDH 255 Fr 255 T 255 £
Current Capaciby 4.0 MGD 2.0 MGD 14.0 MGD
+Basis o

Current TDRH 255 Ft LS 255 Ft
P 500 500 240

Last Complete Inspoection

Last Efficliency Test

Commaents:

The Henderson Road pumping station was constructed 1n 2004 and has been in
operation since April 2006. The stallion’s average day pumpage has ranged belwezn
3 and & MGD. Pumps %1 and #2 are equipped with a VFD.
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The station has cperated on only one pump te maintain system depand. It has not
been necesgary te operate the larger pump.

Auxiiiary Power

tPower Type 1000 kW minimum rating engine generator

+Fuel Type #2 Diesel

Capacity “Sized for 24 BR operation of engine under full load
Starting Freguency weakly, aute switch-over upon power loss .
Load Testing Frequency _1/yr o

The auxiliary power generator ran under load for several hours in 2010 during an
interruption in electrical power,

Total Pump Capacity  30.0 mgd

Firm Pump Capacity 16.0 ngd

Aux. Power Capacity 7 mgd

Max Day Demand This Location 7.40 mgd (2010}

Avg Day Demand This Location 3,9 mgad
Firm Pump Capacity/Max Day >100%
Bux Power Capacity/Avg Day »1l00%

Comments:

The Henderson Read pumping station iz equipped with gas chlorination for emergency
use ¢nly, The feed system consists of two-150 pound cylinders on a direct read
scale, two Wallace and Tlerman vacuum operated solution feed pumps with a maximum
capacity of 500 pounds per day, arid a vacuvum regulator with automatic switch-over.
Addizional applicetion points are provided at the reservoir inlets. A Wallace &
Tierman two point ehlorine gas leak detacior and gas sensor with & sensitivity to
1.0 part per billion is provided.

Bn  sutomatic chlerine residual analvzsr monitors chlorine residual on the
discharge zide of the pump station at all times.

WWSD staff should consider operating the emergency chlorination system several

times per year fto verify that the equipment operates properly and that WWED ataff
maintain familiarity with the operating procedurs,

Pumping Station Vassar Road Boostez Fump Station

Location: Vassar Read, Grand Blanc Township

Functlon: Provides additicmal flows and pressure in 8% GBL Twn.

Pump number 1 2 3

Year installed 200t 2001 2005
+Type Hor Centr Bor Cenir Hor Centr
Permit Capacity 1.4 MGD 0.7 MGD 1.4 MGD
Permit TDH 215 ft 275 ft 275t

13
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Current Capaclty 1.4 MGD - 0.7 MGD 1.4 MGD
+Basis ast. Rgt. 22T .
Current TDR

fip 125 125 125

Last Complebe Inspection New in C1 New in Q1 New in 05
Last Efficiency Test Z001 2061 2005
Comments:

The Vaszsar Road pumplng station was constructed in 2002, This station pumps waler
from the Vassar Road ground storage tank lecated adjacent to the pump station to
the Baldwin Road elevated tank (1,125 Pt press district), The station has impreved
flows and pressure to the SF povtiorn of Grand Blanc Township. The water level in
the tank is controlied by an altitude walve and flow from the station is
controlled by a flow contrpl valve and an upstream pressure sustaining valve, A
third pump was added to the gtation in 2005, ALl three pumps are VED controlled.
Securlty cameras wers rscently installsad.

Total Pump Capacity 3.5 mgd
Firm Pump Capacity 2.1 mad
hux. Powar Capacity_NA ~~~  mgd

Max Day Demand This Leocaticn NA  mgd

Avg Day Demand This Lecation _NA mgd

Firm Pump Capacity/Max Day NA
Bux Power Capacity/Avg Day _NA
Commernts: A portable stand-by power gensrator is provided and consists of a 206
KVA . trailer mounted generator that utilizes diesel. Zuel. The generdtor hag
automatic switch-over and lightning surge protection. The generator starts

sutomatically on a weekly basis under no load.

Pumping Station Center Reoad South (CRS) Booster Pump Station

Logatien: Center Road and Maple Avenue

Funetion: Boeosts pressures to east portlon of Grand Blanc Twe

Pump numzer 1 2z 3

Year installed 20086 20086 2006
+Type Hor GCentr Hor Centy  Hor Centy
Permit Capaclty A.0 MOD 6.0 MGD 6,0 MeD
Permit TDH

Current Capacity e E.0 MGD o0 MGE
+Basis sst., est, o est,
Current TDH

EP 400 400 400
Last Complete Inspection 20006 2006 2006
hast Efficiency Test =006 2006 2008
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Comments;

The currant capacity of sach pumg iz approximately 6.0 MGD. The combined capacity
of the staticn with 2 punps operating ls appreximately 11 MGD. All three pums are
VED controllad.

The CRS station pumps water from the adjacent 6.2 MGAL ground storage tank and
distvibutes it the eastern portion of Grand Blanc Township - Saginaw tank {970 Ft
press. district), The ground storage tank 1s eguipped with an albitude wvalve to
conteol the tank level, B flow control walve is also provided in order to centrol
the upstream pressure in the 30-inch transmission maln along Center Read. System
stetus is monitored and controllad at the WW3D administrative officé via WWSD's
SCADR systemnm.

The station is fenced and security cameras are provided.

Auxiliary Powsr

+Power Type

tFuel Tyoe
Capacity

Starting Frequency

1040 KW on-site generslLor
_Dlesel

Cperates 2 pumps

1/week under lLoad

Lead Testing Frequency waskly
Total Pump Capacity 17.0  mgd
Firm Pump Capacity 11.0 mgd

Aux. Power Capacily 11.0  mad

Max Day Demand This Location 10.1 mgd (2008)

Avg Day DPemand This Location 1.86 myd
Firm Pump Capacity/Max Day 100 %
Aux Power Capacity/Avg Day >100 %

The most recent ADD has increased to between 2 and 3 MGD as WWSD staff continue to
balance the usags befween this station and the CRN station. The MOD in 2009 and
2010 ranged between 5 and 6 MGD.

Pumping Station Ozxgould Avenue Pumping

Location: Orgould Avenus north of Pierscn Road

Function: bdone

Pump number 1 . 2 3 4
Year installed 874 1974 1974, 1974
+Type Hor Centr  Hor Centr  Hor Centr Hor Centr

Fermit Capacity
Fermit TDH

Current Capacity 1950 oo 1050 gpm 1000 1000 gpm
+Raslis est, Bat, est, CECTN
Current TDH 200 Ft 200 £t 200 £ 200 £t
HF 100 100 100 100
Tast Complete Insp. N NA A NA
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Last Efficiency Tast MR [REN NA NA,

Comment s

This pumping station remains out of service and there are no plans to bring this
facllity bkack into operation. Bll of the purps are electrically locked out and
fhe dead piping betwesn the station and the discharge piping to the distribution
system was cut and plugged,

Pumping Station Clio Boogtar Pumping Station

Logation: Clio Read nerih of Coldwater Road

Function: MNons

Pump numbei 1 2
Year installed 1984 1684
+Type Hor Centr Hor Centr

Farmit Capacity
Pexmit TDH

Current Capacity 600 gpm 6500 gpm
+BRasis est, est.
Current TDH 9 ft S
HP 20 T20

Last Complete Insp. Net Rec, Not Rec.
Last Efficiency Test Not Rec, Not Rec,

Comments:

This pumping station remains out of service and there are no plans to bring this
facility back into operation, Both punps are =lectrically locked cut and the dead
piping between the station and the active part of thes distribution system was cut
and pluggec.

Pumping Station  Van Slyke Booster Pumping Station

Location: Van Slyke Read north of Bristol Road

Funiction: Hone
Pump nunbar 1 2
Year installed o lagsa 1884
+Type : Hor Centzr Hor Centr

Fermlt Capacity
Permit TDH

Current Capacity 00 gpm 600 opm
+Basgis est . eskt.
Current TDH g2 fy e It
HE 30 D]

Last Complete Insp. fof Rec. T Hot Hec.
Lagt Bfficiency Tast Not Rec Not Reco,
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Comments:
Thi=z pumping station remains cut of service and there are no plans to bring this

faoliity back into operation. The pumps have been electrically locked ocut. Syatem
prassures can be monitored from this lovation.

Pumping Station City of Flushing Pumping Station

Location: N int. of Piexson & Elms Rds.

Function: PRV and metering station for city of Flushing

Pump number 1 2
Year installed . i ? A
+Type Hor Centr Hor Centr

FPermit Capacity
Permit TDH

Currsnt Capacity 700 apm 1050 gpm
+Basls est . est .
Current YDH 7 it 7T
RF 40 a0

Last Complete Insp. Net rec. Mot rec.
Last Bfficlency Test Not rec. Hot rec.

Comments:

This pumping station criginally tock suction from the adjacent 0.5 Mgal reservolr
and was designed te fill the city of Flushing's elevated tank. The facility was
modified when Center Road went on Lline and now acts as a pressure reducing
station. One of three original pumps was removed and replaced with a pressure
reducing valve that sexves the ity ¢f Flushing. The existing pumps are
electrically Locked out., JPowsr is suppliied to the building for lighting and heat.

Interconnectiong with Othexr Supplies

Iz water purchased from other supplics? Yes

If yes, list W8SN number/s: #2310 - -
Logation Main Birze Est. Cap. Metersd?
Henderson Rd.** 36-inch 0.0 MGD

S Genesse Bit*= 30-inch 16,5 MGL

Oak & Potter** 1z-1nch THUIETMGD

Trish & potter* Z0-inch THU7E MED

Balsay & Pobiter*¥* 1l2-inch 4,46 MGD
M-15 & Potter**  l2-inch g.15 MG

N. Génesee pit ** 1Z~Inch _Hot used

Francis Rd, izwTnch

Donaldsen St 12-inch T i

Fierson & Cllo Hot used “Hot uged
Carpenter Rd Not used Not, usaed
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Comments

* Capacity varies ¢n prassure avallable from Flint and whether the pit is
open .

** Direct conpection to the Flint 72-inch main upstream of Lhe city of Flint,

The connections upstream of the City of Flint are directly ofif Flint’s 72-inch
supply line. Genesee County pays Flint 33125,000 nlus the current Detroif rate each
month te purchase water. The estimated capaclty of esach connection is based on 2
Detrolt line pressure of 90 psgl at the south Genesee pit and 55 psi at the
Henderson Reoad pit.

Water can also be served to the county through Flint’s distribution system from
Donaldson Street through the Houran St. Pumping Station. Genesee County no longer
uses this connection for routine service. This connection could be used in a
water system emargency.

Total Flow into the Genesee County water dystem = Henderson Rd

5. Genegsee Pit
Irish & Potter
Belsay & Potter
M-15 & Potter
Oak & Potter

+ 4+

The majority of flow into Genesee County is through the Henderson Rd pit and the
gouth Genesese pit.,  Pour other netersd comnections off the 72-inch transmission
main along Potler Road provide water ssrvice to povtiens of Davison Teownship, the
Tity ef Burten, end Richfield Township,

Flow througn the Francis Road pit is sold to Genesee Township and is not a direct

connection off the 72-inch transmiszion maln (constitutes a portion of the
Henderson Ra flow).

18
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Are there arcag whare fire flows cannoi be maintained? Sse comment

Comment: TLess than 1000 gpm fire flow was noted in 2n existing subdivision in
Mundy Twp Ln vicinity of Linden andg Hill Road {Church of God extensicn). The
problemn was identified a2v a partially closed walve at the subdivision entrance.

Which, 4if any, of the above listed areas has the supply prioritized for main
raplacement, upgrading or looping? Also, 4f a definite schedule for capital
improvement has bean established, list the proposed completion date.

Location Est. Completion Date
Bristcl Rd. - completed Completed

Linden Rd. =~ coor. with local Twp, Not completed
Pierscn Rd, - coor. with leocal twp. Not completed

Eims & Lennon looping Droject Completad

Lennon & Dye Rd Completed

General Distribution System Comments:

Consoer Townsend Evirodyne Engineers (CTE) completed the North Loop - Phaze IIT
study in 2000 along with a wator system master plan. Since 2000, the North Loop
transmission main project was complsted along with completion of the Hsnderson
Road, CRS pumping staticn, znd the Scutheast Loop.

The study was updated in 2005 and the updated repert 1s noted as “Appendix C

Update of Final Report North Toop - Phase III Study”. Given the number of
projects that were completed since 2000, the update was performed to reflect
current water system conditiens and to identify additional future needs. The 2005

update evaluated alternatives to supply Grand Blanc Township via the new CRS
pumplng station. The CRN pumpling station woyld be dedicated to supply the service
areag further west into the county. The update also identified other majecrx
projects including: the Southesst loop, Thompson Road coxrider; -and the Coldwater
Rosd transmigssion main,

The hydraulic model used in the 2005 study was updated in 2011 to revise pressure
district boundaries as neaded The model also evaluated the need for further
pressure reducing valves and additional water system improvements. An updated
water system Magter Blan Was preparead; howaver, a digcusgion
{conclusions/recommendations} based on the updated model has not been provided. A
new water system study and master pian is expected to be performed in 2015,

Several of the existing metsr plts between Ganeses County and the City of Tlint
including Orgould Ave, Clio Rd, and VanSlyke Rd, have been dececmmissioned. The
meter. pits along with the pumping, storage facilitles have been electriczlly
locked out, and the majority of dead piping elluinzted at the facilities. These
facllities should be razed if there are no leng term plans to re—utilize them,

The county continues to charga its retail customers $35.00 per hydrant to maintain
the appurtenance and Lo wonduct routins flushing. Flint Township and Flushing
Township continue to fiush and winterlzs hydrants in order to aveld the §35,00

charge per hydrant. These activities are conducted by the local fire departwment
within each township. The WWSD continues to review nydrant operation each year
with gach fire department. Finally, the WWSD stalf complete any hydrant repairs.
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Distribution aAppurtenances

Hydrante
Mumber of hydrants 3,875
Humber witheut auxilizry shut-off valves *

Humper fHAY 4%e self-draining *

Nunper of inoperable hydrants _*

* An exact number of inoperable hydranits cannot be ascertainmed since this number
changes on a weekly basia. WWSD staff repair broken hydrants upon discovery {typ
1-2 per week), WWSD staff obtains avntherizaticen from the two townships that
maintain their own hydrants prior to completing any repairs. fHydrant ilnspections
are completed each fall and work orders are prepared and completed on any
incperable hydrants that are discovered.

Frequency of hydrant inspectiocn: 1/yr {fall)

Ingspection staff: WWSD operators

Are there areas where additional hydrants ave nseded? Ho
Hydrant location system? Yes Accurate? Yes

Arve hydrants color-coded for capacity? Yes, by main size

Has this information been provided to the fire department?  Yes
Frequency and seasons of hydrant flushing? 1/yr  Fall

Purgose of flushing? aesthetics, hydrant operatlon

Is the public notified prior to flushing?  ¥No

Noes flushing follow a speclfic format? Complsted by township

Is the volume of water used during flushing estimated? Starting, est of
150cu. £t /hyd

Is a record maintained of hydrant activitias? Yes

Conment.s:

The WWSD maintains a list of hydrant informatien. The ligt provides information
for each hydrant including: location, color ceding, winterizing, work ordey
information, eto, Hydrant rescords are alsc maintained in & work-order databsse by
attaching completed work orders as a Jlayer dn WWSD's I8 recovds. Alse, all
auxiliary shut~off valves are depicted by exaot locaticn and stored in a 3-ring
binder.

The number of hydrants and valves noted in the 2011 WSR is lese than the number

depicted in the 2008 WSR. WW3D staff confirmed that the 2008 count was lncorrect
since it included some of the hydrants and valves from the wholgsale customers,

Valves (excluding hydrant shut-offs)
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NMumber of valves 3,903
Fumber of inoperable valves repaired or replaced as sgon as possible

¥

Bre there areas where additional wvalves are noecdod? Yoz

e Trian Bd north of Daviscn

valve location system? Yes, wvalve lag __ Azcurate? Yes

Valve Turning Frequenciles: Sec comments
Records maintainaed? Yes

Conmments:

The WWSD has made some progress towards initiating a valve turning program. Valves
along the South ioop transmission line (31 valves) have bean exsrcised. Valve
exercigsing ls also performed on valves located at or near water system projects.
Valve exercising is also prioritized in areas experiencing mores frequent watermain
breaks.

A valve log book is also in place that contains valve records. Valve locaticns are
depicted by witness points and are entered intc the work-order databass. ALl valve
records are algo entered into GIS.

Customer and Service Information

Murker of service connections 20,739 retail accounts
44,543 total accounts(retall & wholesale)

Mumber of metered service connsciions _samse

Identify service line makerlisls and estimate percantages!

Copper 100%
BV None
Gal None
Lead Hone

Meter Change~Out Btatus:

Approximately 95% of the existing compound meters were replaced with new turbine
meters at. all industrial and moblle home park acccunts. A testing program renains
in place for these new meters. The testing prodgram is contracited oub to a third
party {Jim Taylor of Rio-MI Meter).

A small residential area is meterasd by older Neptune msters that will need to be
changed out. The WW3D does not have a change-out program in place for residential
accounts. Resldential meters are replaced on an “as needed” basis.
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WWSD has dnstituted a pilot radio read program and has upgraced Lo radio read
technology for large customers. The WWSD continues to encourage its retail
cuskomers to upgrade Yo radio read technology for commercial and residential
accounts; however this is has not proceedsd, The WWSD continues to promote this
upgrade with the indivicdual townships since the county wishes vto swltch from
guarterly to monthly billing.

Fuppage Distribution

% Residential e
% Incdustrial & Commerciszl

(623
#2) il

£
&
o)

1
!

Svystem Growth ~ Number of customars

Wholesale Retail Total
1998 - 18,584 13,270 31, 584
2003 - 21,608 17,26k 30,874
2005 -~ 23,263 183,881 42,144
2006 -~ 24,889 20,082 44,281
2007 - 24,726 20,621 45,347
2008 — TED TRD TED
2009 - TBD TBD oD
2010 ~ TBD TBD TED
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PROGRAMS BAND PLANS

Crosg Connection Program

Ordinance Ne. 73-1 Date 03/01/73

Approved Program? Yes Date 07/19/73

Staff assigned to program Hydro-Design, Inc (HDT)

Ts Annual Cross Connection Report reguired? Yes
Was previous year's annual report raceived? Yes pate 2/18/11
Was previous year's annual report acceptable? Yes

Inspsctign Status: Satisfactory

Device Tasting Frequency: Adequate

Record Keeplng: Inspection forms are in place for each account

Comments:

HOI econtinues to perform the routine inspecticns for Genesee County and has
maintained adeguate lmplemsntaticn of thelr <ross connection control program
(CCCPR) . HDT identified 2400 low harzard accounts in 2010 and determined that
approximately 680 of thess sccounts need to be reinspacted on an annual basls. 80
high hazard inspections were reguired in 2010 and 92 inspections were completed.
EDI met all re-inspection requirements during the Z008-201C0 time period.

Devize testing 1s also being verified as requirad (appres. 1200 testzble devices).
Dave Cardinal is the c¢perator from HDI who is responsible for ilmplementing Gencseae
County’s (CCP. Genesee County continues to contract with 8DL  for CCCP
implementation.

Annual Fumpage Repoxrts

Is Annual Pumpage Report reguired? Yesg
Was previouws ysar's znnual report received? _Yes Date 4/01/2011

Commesnte:

The annual pumpage report is based on the county’'s total water purchased from the
city of Plint. This amount is slightly higher than the total pumpage obtained from
SCADA f{compiled in the MOR)since a portion of the county’'s service area is
upstream of the Center Road pump station and this usage is not metersd through any
of the pumping stations.
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Monthly Operation Reports

Are Monthly Operation Reports roguired? _Yes

Genes=e County’s monthly cperation report (MOR) format was ravised in 2008 to
include pumpage data from each of the main pumping stations and storage
facilities, Bacteriological sample results and chlorine residoals are also
included in the report.

Punpage data from the Vassar Road and Fenton Road pump stations ars nol included
in the MOR. Pumpage data from each of these stations weuld further help in
detarmining the distribution of water demand in the scutheast portion of Ganesas
County's service area.

Contingency Plan Emergency Response Plan (ERP}

Date of most recent plan 2008 Acceptable? ERP needad

Filed where? GCDC *
Comments:
Genesee County’s water system contingency plan was updated in 2000.

* Genesee County’s most recent water systom contingency plan (2009 update) is
available only at the WWSD’'s administralive office due to security purposes. The
2008 plan contains all of essential elements reqguired in a water system
contingency plan and meets our requirsments for use ln the event of typlcal water
related emergenales including; large main breaks, pump station failures, loss of
water service {limited areas), powsr outagss, contamination, etc. The 2008 plan;
however, needs to be updated inko an Emergeucy Response Plan.

The WWSD; however, has vet to fully address the issue of rellability in the event
of a significant failure of the 7Z-~inch transmission main., Gensses County
continues to pursue thesir goal of achiewing long term reliability through
establishment of the Karegnondi Water Authority (Lapeer County, city of Flint).
The aubthority continues to work with Lapeer and Genesee County communities towards
committing to the construction a new wWater treatment plant with raw water piplng
from Lake Huron.

Completion of the Karsgnondi project (3-5 years out) ils an acceptakle long-term
solution for reliability; however, Genesee County has not fully resclved theic
short-term solution for source raliability. Two short-tarm options include
utilizing Flint’s stand-by WIF for emergency stand-by service or establlshing a
system of back-up wells.

Cur most rscent discussion indicates that $enesea County working with the cifty of
FlLint towards utilizing Flint's stand-by WIP for short-term zaeliability. The
county has propossd an amendment to theix water service coniract with Filint to
purchase 5.4 MGD of water from the Flint WIP during an emergency. Details
concerning the convevance of the emergency supply of water from Flint to the
county's transmission system are net identified in the proposed contract
amendment .
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Genaral Plan

Date of most recent plan 2007 heceptable? _Yes

Filed where? MDRQ & GCRC

Comments:

A copy of Genesse County’s transmigsicn main plan (2007 update) haa been provided
to the MDEQ. The transmission main plan shows the size and location of all 1Z-inch
transmission mains and larger, pumping stations, storage facilities, meter pits,
and pressurs districts. Genssee County also maintaing updated distribution system
records in GIS. Smaller areas of the distribution system including hydrants,
valves, and watermains can be printed from GIS for dally use as naeded.

Reliability Study

bDate of most recent study 2011 Acceptable? Seg caomment

Filad where? MDEQ & GCDC
Commants:

Genezag County utilized CTE to prepars the North Loop-Phase ITI study and to make
subsequent updates. The original study conductad in 2000 was updated in 2005 and
was noted as the addendum or “Appendix C of the North Loop-Phase III Study”. The
addendum  constitutes an acceptable update to Genesee County’s water system
reliability study.

The hydraulic medel used in the 2005 study was updated in 2011 to revise pressure
district boundaries as needed The model alsc evaluated the need for further
prossure reducing valves and transmission system improvements. An updated Master
plan {(map), based wupon the revised model, was provided fto us. A discussion
{eonclusion/recormendations) needs to be provided with the updated Master Plan. A
new water system study and master plan is axpected to be conducted in 2015,

Bactericlogical Sample Site Plan

Date of approved plan 2/15/2008

Are samples still being collected in accordance with the plan? Yes

Comments:

The WWSD completsd the wmest recent revision to the sample site plan in February
2008, WWSD’s retail service area populalion remains above 70,300 thus, a minimum
of 80 samples need to he collected from the distribution system on a monthly

basis. WWSD’s most recent sample site plan rafiscts the updated minimum monitoning
requirement .

Lead & Copper Program

The WW&D continues to implement their lead and copper program adeguately. Both
action levels were met in all of the applicable rounds of lead and coppern
monitoring with the most recent round of monitoring being completed during the
summer of 2011. The next round of samples will need to be collegted during 2014
and will include 14 samples for lead and copper. Water quality paramster
monitoring also needs to continue every six months.

26



Page 27

Canciusions and Rscommendations

In general, our survey covers the major aspects of a water supply including: stand-by
facilities, distribution, source capacity, and storage. Each of the above categories is
evaluated on the basis of adequacy, maintenance, reliability, and operation. The
evaluation also includes a sheck on the status of operator certification and the cross
connection control program. Finally, water quality and the utility's monitoring programs are
reviewed.

Our evaluation reveals that the Genesee County Water System continues to maintain an
overall “SATISFACTORY” rating. Genesee County continues to maintain a proactive
operation and maintenance program as well as continuing with capital improvements.
Progress; however, remains slow In establishing adequate source reliabllity. The county’s
water system remains “MARGINAL” in regard to source reliability and continues to be
vulnerable to an interruption in supply. Additional comments are included In the
Contingency Plan/Source Reliability section.

As neted above, since the 2008 survey further water system improvements have been
completed and/or are proceeding and include:

» Installed the Fenton Road transmission main
» Replaced deteriorated piping along Florine Avenue.
s Completed water systern SCADA improvements.

These issues along with other topics including existing facilities, reliability, operation, and
maintenance are discussed below in more detail:

Wnter System Viability

The Genesse County Drain Commissioner, Division of Waste and Water Services (WWS)
currently serve a population of hearly 153,000 through & countywide network of
transmission and distribution mains. Additional booster pumping stations and storage
facilities have been providsd fo enhance service. The WWS currenitly utifizes 23 fuil-time
certified employees for water utility operations. The operator in charge (OIC), Tim Davidek,
holds an S-1 license and plays an active role in distribution system operation and
maintenance, thus, WWS complies with the operator certification requirement. Also, as
partt of compliance with the operator certification requirement, Richard Bysko, remains the
designated back-up operator.

VWS continues to promote operator certification. Many of the operators have obtained
gither their $-3 or $-4 licenses and some are pursting an 8-2 license. WWS continues to
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reqguire new employees to obtain distribution certification to be eligible for further
advancement., WWS continues to maintain the safety and training officer position to assist
and promote an adequate level of operator certification. Certified operators help to protect
the County’s investment in the water system and to meet the requirements of the Safe
Drinking Water Act and we encourage the County to continue fo promote operator
certification.

Cross Connection Control

Hydro-Design, Inc. (HDI) continues to implement WWS8's Cross Connection Control
Program (CCCP). Approximately 3500 accounts remain eligibie for a routine inspection
and this number has held steady since 2008,

Previous site visits with HDI and YWWS staff continue to show that adequate cross
connection controf records are in place and device testing Is being verified. Also, our
review and discussion of WWS's mast recent cross connection reports confirms adequate
implementation of the program.

Finally, WW$S continues to maintain a contract for service with HDI. We continue to support
WWSE's commitment towards raintaining an adequate CCCP.

System Storage

WWSE currently has 13 storage facilities available providing approximately 46 million
. gallons of storage.

The existing Center Road North (CRN) 5 MGAL. ground storage tank was inspactad by
Dixon Engineers, Inc. in 2007 and the tank was found to be in good condition. Minor
repairs to the access hatch repair were recommended.

Next, our inspection of the Center Road South (CRS) ground level storage tank reveated
that the cross connaction between the tank overflow and the sewer catch basin has been
corrected. The elevation of the tank overflow opening was increased above the catch
basin’s containment wall such that an adequate air-gap was achieved.

Next, the Clio Road elevated tank and the Noble Street standpipe were recently inspected.
Based upon the inspaction reports, the Noble Street tank is in good condition. The Clio
Roead tank was in good structural condition; however, the tank's exterior and dry interior
need 1o be repainted, We recommend that WWS preceed with this work

Finally, the 2-Mgal hyro-pillar at Houran Street wilt be due for a routine inspection within the
next several years. ' '
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Pumping Stations

WWS has ten booster pumping stations availabie for use. 8ix of these stations (CRN,
CRS, Henderson Road, Houran Street, Vassar Road, and Noble Street) are operated on a
routine basis, The remaining stations, Orgould, Clio, Van Slyke, and City of Flushing are
either out of service or function as a pressure reducing/monitoring station,

The Henderson Road pump station has been in operation since 2008 and the station
pumps between 3 and 6 MGD of water from the 72-inch fransmission main through the
County’s new North Loop. The station has effectively reduced the demand on the CGenter
Road pump station and the amount of water that needs to be pumped through the
County's south system.

Next, the CRS pump station has been in operation since 2007 and was designed 1o
provide additional capacity and pressure to the sastern portion of Grand Blanc Township.
The CRN station continues to provide adequate flows and pressure to the western portion
of Grand Blanc Township and to locations further west in Genesee County, The most
recent monthly operation reports show that the CRS station’s use has been increasing
{currently pumping between 2.0 and 3.0 MGD).

WWS continues to refine the mode of operation between the CRN and CRS stations to
determining the most efficient operation. It would also be worthwhite to record water
pumped through the Vassar Road and Fenton Road (Grand Blanc Township) since these
statione and their associated storage facilities also play a role in the level of service to
southern Genesee County. This information can be added to the monthly operation report.

Next, based upon our inspection, preventative maintenance activities and overall
housekeeping is adequate at all of the pump stations. Based upon our discussion,
additional improvements are currently underway with the SCADA system at each of the
numping stations.

Finally, WWS staff should consider operating the emergency chlorination equipment (gas
chiarination at Henderson Road and erosion feeder at CRN) several times per year to
verify that the equipment operates properly. This practice will also allow WWS staff to
maintain familiarity with the chemical feed equipment and its operating procedure,

Transmission/Distribution

Genesee County's water systern consists of an extensive county-wide network of
transmission and distribution system piping. The majority of this piping is refatively new and
is in good condition. Since the 2008 survey, the Fenton Road transmission main was
installed and a section of deteriorated piping along Florine Avenue was replaced. There
are other areas of existing cast-iron mains which have not been reptaced and have had a
history of more frequent main breaks, Specific areas are listed below:
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1. Dalton Suhdivision
2. Portions of Pierson and Linden Roads

It is our understanding that raplacement of the watermains In Dalton Subdivision will be
completed as part of a future Drinking Water Revolving Loan Fund project. Although the
remaining areas do not represent a significant percentage of the system, plans should be
made to replace these mains as part of the County’s master plan or a capital
improvements program.

Next, Genesee County's hydraulic model (from.the North Loop Study) was updated in 2011,
An updated water system Master Plan, based upon the updated model, was prepared and
an electronic copy of the plan was provided to us. A general discussion (conclusions &
recommendations); however, was not provided with the master plan. An overall discussion
that supports the updated master plan needs to be prepared and a copy sent to our office for
review.

Finally, it is our understanding that WW3 intends to prepare a new water system study and
master plan in 2015. We concur with the timing of this objective since the county’s water
system reliability study will need to be updated at that time. Finally, we encourage the caunty
fo works towards completing the projects that are listed in the master plan.

Operation/Maintenance (G&M)

WWS continues to maintain an active Q&M program. The status of specific O&M programs
are discussed in more detail below: '

Hydrants/Flushing

WWS maintains approximately 3,900 hydranis. This is a decrease in the total humber
depicted in the 2008 survey (4,700 hydrants). The revised nurnber of hydrants is based on
records obtained from WWS's hydrant recordkeeping systern (GPS records). The previous
guantity was based upon an estimated number of hydrants and it also included some of
the wholesale customer’s hydrants.

A total number of inoperable hydranis could not be ascertained; however, hydrants are
inspected each fall and any inoperable hydrants are repaired or replaced. Hydrant records
including; location, color codes, and operational and maintenance history appear to be
adequate and these records are maintained in a work-order database.

Next, retail customers continue to pay WWS a $35.00 charge per hydrant on an annual
basis for routine maintenance and flushing. Flint and Flushing Townships however,
continue to operate and maintain hydrants within their jurisdiction in order to reduce their
O&M costs to the County. The township's O&M responsibilities include flushing and
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winterizing hydrants and these activities are performed by the local fire depariments. WWS
continues to provide annual training for fire department staff on hydrant operation and
maintenance. WWS naeds to continue this type of on-going training as it appears to have
improved hydrant operation and maintenance within these townships.

Valves

WWS maintaing approximately 3900 valves. This is a decrease in the total number
depicted in the 2008 survey (5,074 valves), The revised number of valvess is based on
records obtained from WWS8's valve recordkeeping system (GPS records). The pravious
guantity was based upon an estimated number of valves and it also included some of the
wholesale ctstomer’s valves :

WWS continues to maintain adeguate valve records and also continues to work towards
establishing a valve-turning program. Transmission main valves along the south lcop were
exercised since 2008. Valves are aiso being exercised at and near watermain projects and
in areas where main breaks ocour. WWS needs to continue working at expanding the
valve turning program to include operating valves in critical locations at least cnce every
several years. A review of all valves should be performed and a determination made as to
which vaives are most critical and the percentage of these valves that can be exercised
each year.

Program Meter Chanoe-Dut

WWS has maintained an active meter change-out program for commercial and industrial
accounts. Residential meters are replaced on an “as needed” basis, however, only a small
percentage of customers (one subdivision) has older meters in need of replacement. We
encourage WWS to maintain an active rneter change-out program and to replace
remaining meters that have reached the end of their useful service life.

WWS has upgraded to radio read technology for most of its large customers; however,
expansion of radio read to cormnmercial and residential customers has not proceeded. We
encourage WWS to continue to promote the upgrade to radio read technology among its
retail customers.

Monthiy Opaeration Beports (MORs)

WWS continues to report water use through each of its major pumping stations. Chlorine
residual monitoring and bacterictogical monitoring results are also included in the report.
Water usage through the Vassar Road and Fenton Road pumping station should be added
o the MOR,

Finally, a discrepancy was noted between water usage depicted in the MOR verses water
Usage summarized in the annual pumpage report. The total amount of water purchased
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reported in the annual pumpage report is slightly higher than the total pumpage obtained
from SCADA (reported in the MOR). The discrepancy is due 1o a portion of the county’s
sarvice area being upstream of the Center Road pump station. This pertion of the county’s
purchased water is not metered through the SCADA system,

Bacteriological Monitoring

WWWS continugs to maintain an excellent sampling history as part of their monthly
bacteriological monitoring program. Specifically, eleven samples are collected twice a week
from eleven routine sampling locations in aceordance to the sample site plan that was
revised eartier in 2008. This sampling protocol results in 88 to 110 samples being collected
each month and was based on collecting a minimurm of 80 samples per month.

The minimum number of required distribution system samples will rernain at 80 samples
per month. The monitoring requirernent is based on a retait service area population of
approximately 70,500.

Emerdgency Response Plan/Scurce Rellability

WWS updated their water system contingency plan in 2008 and, for security purposes, the
plan is retained at the administrative office. Our review shows that the plan contains all of
the critical elements that we require in a water system contingency plan. Although the
sounty’s updated contingency plan meets our requirements for use in the event of a water-
related emergency, a recent revision to the Administrative Rules of the Michigan Safe
Drinking Water Act now requires an Emergency Response Plan (ERP) in place of the
contingency plan. The ERF provides an outline to follow in the evant of a water related
emergency (loss of pressure, contamination, ete.). The ERP is similar to a water system
contingency pian; however, tha ERP calls for discusslon of various types of water utility
operational plans that may be utilized during a water related emergency. An ERP template
is encloged and can be used for preparing Genesee County’s ERP. We will review the
completed ERP during our next rautine surveiilance visit.

Next, WWS continues to pursue a long-term solution for reliabiiity in the event of a failure
of the 72-inch transmission rmain through establishment of the Karegnondi Water Authority.
The authority continues to work with Genesee and Lapeer county communities towards
committing to the construction of a new water treatment plant utitizing Lake Huron as its
source.

Completion of the Karegnondi project (3 to 5 years out) will provide Genesee Gounty with
adequate source reliability; however, Geneses County has not fully resolved their short-
term solution for source reliability. Two short-term options include utilizing the city of Flint's
stand-by WTP for emergency stand-by operation or establishing a system of back-up wells.

It is our understanding that Genesee County has a proposed amendment (4”‘ Amendment
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to 1973 City/County Water Supply Agreement), pending Flint approval, to purchase 5.4
million gallons per day of stand-by capacity from the Flint WTP under emergency
conditions. However, there is no further discussion as to haw this emargency supply of
water will be conveyed to the Genesee County North Transmission system. It is our
understanding that additional pumping provisions will be needed. Please confirm this in
writing and provide us with an update concerning the proposal. if a contract for stand-by
service is established with the city of Flint, please provide us with a schedule in which the
plan for stand-by service can be implemented.

General Plan

Genesee County’s water system general plan was updated in 2007. The updated plan
shows the location of county’s transmission mains (12-inches and larger), pump stations,
storage facilites, meter pits, and pressure districts. Smailer areas cf the distribution system
including hydrants and valves arg stored in the county’'s GIS and are available for use as
needed. The transmission system plan along with the electronic records cf the distribution
piping and appurtenances meet our reguirements for having an acceptable water system
general ptan.

© Lead & Copper Program

WWS has conducted its Lead and Copper prograim since 1992 and has completed the most
recent round of monitoring {June 1, 2011 through September 30, 2011). The next set of 14
samples needs to be collected between June 1, 2014 and September 30, 2014.

The total number of lead and copper monitoring samples (based on triennial monitoring)
remains at 14 samples for each round of monitoring. Water quality parameter monitoring
{pH, alkalinity, temperature, and phosphate residual) also remains at two sets of samples
from six distribution systemn sites every six months,

Closing Remarks

The following is & list of items discussed in this report which must be addressad by the |
County, No priority is implied by the order. Page references are in parentheses.

 As always, we are available to meat with you to discuss these concerns and their priority in
more detall,

1. Establish adequatéstand-by water service for Genesee County. (25,32)

2. Maintain a prioritized valve turning program.  (22,31)

3. Change out any remaining outdated meters and investigate the possibility of upgrading
, 33



Page 34
to radio read technology. (22,23,31)

. Upgrade areas of distribution system that are in poor condition. (19,20,29,30}

. Conduct a new water system study and master plan by.2015. (20, 30}

. Scheduie the Clio Road tank for repainting. (8, 28)
. Operate the stand-by chlorination equipment at the Henderson Road and CRN pump
stations sevetal times per year. (13, 29)
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GENESEE COUNTY WATER SUPPLY SYSTEM
RATES FOR SERVICE FOR WATER BILLS RENDERED
ON AND AFTER JANUARY 2, 2014
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The rates to be charged for water furnished by the System shall be as hereinafter set forth. Water to be furnished by the System shall
be measured by a meter or equivalent meters, installed and controlled by the County. Charges for water service will be made for
water furnished based upon monthly, bimonthly, and quarterly billings as set forth herein.

L RATES BASED ON SUMMATION OF INDIVIDUAL METER READINGS (MONTHLY CHARGES)

Meter Size - Inches Readiness to Serve Charge Irrigation Meters
5/8 $ 14.59 $£14.59
3/4 § 21.89 Y4 or larger $21.89
1 5 3648
1-1/2 $ 7295
2 5 116.72
3 $ 21885
4 § 364.75
6 § 729.50
8 $1,167.20
10 $ 1,750.80
12 $3,136.85

(Irrigation meters are an automatic charge May 1 through October 31 or any quarter that usage is recorded) Rate becomes
effective on date signed.

1. A. Indirect Rates
Meter Size - Inches Readiness to Serve Charge Irrigation Meters

5/8 13.53 $13.53
3/4 20.30 ¥a or larger  $20.30
1 33.83
1-1/2 67.65

108.24

202.95

338.25

676.50

$1,082.40

el I I = B

o0 Oh B o b

II. RATES BASED ON MASTER METER READINGS
A, MONTHLY

Equivalent Meters Readiness to Serve Charge @ $89.67 / eq, meter
25 $ 224175
50 5 448350
80 $ 7,173.60
120 § 10,760.40
165 $ 14,795.55
215 $ 19.279.05
320 $ 28,694.40

The number of equivalent meters is based on the peak monthly flow from the prior calendar year. An equivalent meter size will
be determined based on the peak monthly flow being 75% of the meter capacity. The meter capacity and number of capacity
equivalent meters will be based on current AWWA standards. The meter size and number of equivalent meters will be based on
standard meter sizes, with a minimum of 25 equivalent meters.

I. COMMODITY CHARGES (applies to both Individual and Master Meters):
The total commodity charge is $3.94 per 100 cubic feet. This sum is the total of $1.86 per 100 cu.fl. plus the DWSD
commodity charge ,which is charged via the City of Flint and is currently estimated at $2,08 per 100 cu. ft.

IV. QUARTERLY RATES (applies to Individual Meters):
Multiply readiness to serve charge by three.

V. WATER STATION RATES
The commodity charge for watering is $4.71 per 100 cubic feet (0.25 per 40 gallons). No Readiness to Serve charge.
Accounts shall be billed monthly.

VL. HYDRANT METER RATES
The commodity charge is $4.71 per 100 cubic feet. No Readiness to Serve charge. Accounts shall be billed within 30 days of
use.




GENESEE COUNTY WATER SUPPLY SYSTEM
RATES FOR SERVICE FOR WATER BILLS RENDERED
ON AND AFTER JANUARY 2, 2014
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VII. COUNTY CAPITAL IMPROVEMENT FEE
The County will charge a Capital Improvement Fee of $1,000 per unit based upon the Residential Equivalent Units prior to the
issuance of a Water Permit (B-Permit). The County Agency shdll collect the fee.

VIIl. CITY OF FLINT FRANCHISE RATES

The County will add $1.00 per month to the amount the City of Flint bills the franchise customers for each 3/y-inch meter

equivalence plus $0.10 per each 100 cubic feet of volunfe used. |
The rates are established pursuant to Act 342 Michigan Publc/Acts of 1939 as amended.

Jeffrey Wright, Drain Commissioner, as County Agency {inder fhe proyision§ of Act 342, Michigan Public Acts of 1939, as amended.

paes ALY 4™ 2013 kA

esee County Dpain Commissioner, the County Agency
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Appendix C-1 Flint Water System
(Summary from Existing Infrastructure Report, DLZ, and Houseal Lavigne)

The Cedar Street Pump Facility is equipped with three single-stage horizontal centrifugal pumps rated at
12 mgd, 9 mgd, and 9 mgd, respectively. There is no standby power provided to this pumping station.
These pumps were installed in 1948 and are primarily used as an emergency water supply and pumping
source during peak demand events as they have exceeded their design life and are in need of
rehabilitation. The pumping capacity of this station is 30 mgd with a normal running capacity of 18 mgd.
The pumping station electrical controls have not been updated since their original installation in 1948.
This station requires significant upgrades to bring the station up to current automatic operation standards
and should be considered in addition to regular maintenance. >

Pump Station No. 4 is located at the Dort Reservoir on the WTP grounds, and contains a total of five
pumps. Pumps 1 and 2 were installed in 1949 and are considered inoperable with no repair or replacement
plans. In 1994, the station was rehabilitated with the addition of two new 20 mgd turbine pumps and one
6 mgd turbine pump to induce turn-over of the Dort Reservoir. The pumping capacity of this station is 46
mgd with a normal running capacity of 26 mgd. *

The West Side Pump Station is equipped with two three-stage turbine pumps and two two-stage turbine
pumps, all installed in 1970. Pumps 1 and 2 have a capacity of 8 mgd each, and pumps 3 and 4 each have
a 4 mgd capacity. The pumping capacity of this station is 24 mgd with a normal running capacity of 16
mgd. The pumping operations and filling of the reservoir are controlled by the WTP or manually at the
station. There is no standby power provided to this pumping station. >

Constructed in 1954, the Torrey Road Pumping Station is equipped with two centrifugal pumps rated at
2.8 mgd and 4 mgd. The pumping capacity of this station is 6.8 mgd with a normal running capacity of
2.8 mgd. The primary function of the station is an in-line booster pumping station to provide increased
pressure to the southwest portion of the City. There is no standby power provided to this pumping station.
The existing pumps have exceeded their useful life and the piping and valves are in poor condition. The
station has been scheduled for rehabilitation and other improvements. >

Dort Reservoir is located at the WTP and is a 20-million gallon (MG) ground storage facility. Constructed
in 1966, it is used primarily for emergency water storage and for use during peak water demand periods. *

Constructed in 1952, the storage tank located at the WTP is a 2.0 MG elevated tank primarily used for
emergency water storage and as a pressure buffer. The tank was last inspected and painted in 2009. *

Constructed in 1954, the WTP has a 3.0 MG ground storage tank primarily used as an emergency water
supply and pumping source during peak demand events. >

The Cedar Street Reservoir is a 20 MG ground storage facility. Constructed in 1948, the reservoir is
primarily used as an emergency water supply and pumping source during peak demand events. >

The West Side Reservoir is a 12 MG ground storage facility. Constructed in 1970, the reservoir is
primarily used as an emergency water supply and pumping source during peak demand events. >

Report of the Engineering Consultant 902-6843.001

Karegnondi Water Authority 03/17/14, Page |1
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Appendix C-2
Flint Water Supply System’

2009 2010 2011 2012 2013
Customers Billed ' 40,191 38,977 37,437 35,833 32,702
Total Purchased (ccf) 2 13,696,461 11,943,961 13,108,730 11,926,868 11,897,969
Total Billed
(Flint and GCDC-WWS) 10,027,390 10,140,906 9,649,847 9,470,315
Water Mains (miles) ! 540 540 540 540 540
Fire Hydrants ! 5,200 5,200 5,200 5,200 5,200

Storage Capacity (gallons) ' 57,000,000 57,000,000 57,000,000 57,000,000 57,000,000

Population 112,857 111,475 102,434 101,558 101,515

' Flint Annual Audits
% Howard Croft, City of Flint

L
Report of the Engineering Consultant 902-6843.001

Karegnondi Water Authority 03/17/14, Page |1
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Appendix C-3

Flint Water Rates — Post DWSD

° Analysis started with annual audit revenue and expenses. Audit reflects July 1 to June 30 fiscal
year.

. Genesee County charges (revenues) were identified and removed starting in July 2014.

. Between 2009 and 2013, the cost of water purchased from DWSD per ccf increased an average of

11.4 percent annually.

. Water usage by customers has been decreasing, but trend appears to be reducing and estimated
usage is assumed to stabilize at 3,345,000 ccf annually, beginning in 2014.

. Delinquency Rate is expected to remain the same.
. The City is assuming non-revenue water will be reduced by 10 percent per year through planned
programs. No adjustments have been made in this analysis to reflect this potential change, but it

could increase revenue and reduce expenses.

. It is assumed that Flint will start operation of their WTP with river water in April 2014 and will
start using KWA water supply on July 1, 2016.

° KWA is expected to start operating July 1, 2016.
. Adjustments to Expenses
o Removed DWSD purchases starting in April 2014.
o Projected expenses for 2014 to 2018
. Salaries 3 percent annually
. Utilities 9 percent annually
" All others 2 percent annually
o Added KWA O&M (43.6 percent of Total)
Fiscal Year Flint
2017 $1,015,264
2018 $1,090,106

Karegnondi Water Authority 03/17/14, Page |1
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o If the expected reduction in non-revenue water occurs, it will reduce KWA charges. A 10
percent reduction in non-revenue water is 3.1 percent of total water purchased, but since
only chemical and energy cost savings for KWA is anticipated (61 percent of total
operating costs), operating cost would go down only 1.9 percent. Capital cost would not
go down.

o Added $1,762,580 in FY 2014; $7,050,319 in FYs 2015 and 2016; $7,584,319 in FY
2017; and $7,808,582 in FY 2018 to operating expenses of WTP, based on City

projections.
o) City has established a CIP and anticipates the following annual expenditures:
] FY 2014 $8,500,000
] FY 2015 $10,500,000
] FY 2016 $9,500,000
] FY 2017 $6,000,000
] FY 2018 $6,500,000

This includes capital improvements required at the WTP plus commencing infrastructure
reinvestment in the distribution system, and developing a reserve and equipment
replacement fund.

o KWA Purchase (Capital)

. $383,333 per unit x 18 units = $6,900,000 per year starting July 2016. Prior to
that it will be 10 percent of the annual amount.

° Debt service was added: $2,747,946 in FY 2014; $2,742,821 in FY 2015; $2,746,423 in FY
2016; $2,748,446 in FY 2017; and $2,744,008 in FY 2018. The last debt service payment will
be in 2024. The balance at the end of FY 2013 is $23,378,511.

. A transfer to the General Fund which represents a return on equity to the City of $1,130,000
annually was added for FY 2014 through FY 2018 based on City projections. The annual audits
for Flint also had $1,130,000 for FY 2011 through FY 2013.

. Rates — Current rates became effective July 1, 2012.
Current
Minimum through $21.776 per EM
Commodity (35 ccf) $7.518 per 100 cubic feet
° Typical Bills for residential unit and commercial unit:
Meter Size Commodity Monthly Bill
5/8-inch 1,000 cubic feet $96.96
1-inch 2,052 cubic feet $209.55
Flint Water Rates — Post DWSD Appendix C-3, 902-6843.001

Karegnondi Water Authority 03/17/14, Page |2
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Appendix C-4
Revenues and Expenses
Flint Water Supply Division

%

FY2011 FY2012 FY2013 Change  FY2014 FY2015 FY2016 FY2017 FY2018
Operating Revenue
In-City Receipts From Customers $24,682,954 ' $30,596,488 ' $34,663,435 ' $34,663,435 °  $34,663,435 ° $34,663,435 ° $34,663,435 ° $34,663,435 °
Genesee County-Commodity $9,019,685 * $8,206,688 > $7,601,857 °* $6,351,352 *° S0 S0 S0 S0
Genesee County-Surcharge $1,404,648 * $1,349,676 >  $1,368,000 ® $1,026,000 " S0 $0 S0 $0
Genesee County-DWSD RTS $1,093,872 > $2,499,061 >  $3,987,480 * $3,331,540 © $0 $0 $0 $0
Other miscellaneous revenue $14,830 °* $3,761 °® $23,041 °* $13,000 $13,000 $13,000 $13,000 $13,000
Total Estimated Revenue $36,215,989  $42,655,674 = $47,643,813 $45,385,327 $34,676,435  $34,676,435  $34,676,435  $34,676,435
Operating Expenses
DWSD Purchases $20,919,987 * $21,251,448 * $23,308,800 *  11.4% $19,357,539 *° $0 $0 $0 $0
Salaries, wages and fringe benefits  $12,043,462 * $9,613,902 *> $10,599,599 * 3%  $10,917,587 $11,245115  $11,582,468  $11,929,942  $12,287,840
Utilities $732,787 *  $658,425 *  $691,373 * 9% $753,597 $821,420 $895,348 $975,929 $1,063,763
Equipment operation $398,404 *  $616,356 °  $628541 ° 2% $641,112 $653,934 $667,013 $680,353 $693,960
Repair and maintenance $437,370 *  $609,858 °  $220,696 ® 2% $225,110 $229,612 $234,204 $238,888 $243,666
Supplies $680,635 >  $978,916 °  $934,097 * 2% $952,779 $971,835 $991,271 $1,011,097 $1,031,319
Professional services $700,728 °  $981,440 *  $605,606 2% $617,718 $630,072 $642,674 $655,527 $668,638
Administrative costs $1,132,511 * $1,215,447 * S0 S0 S0 S0 S0 S0
Miscellaneous costs $924,319 °  $926,460 *  $749,641 * 2% $764,634 $779,926 $795,525 $811,436 $827,664
Operating WTP $0 $0 $0 $1,762,580 ¢  $7,050,319 * $7,050,319 * $7,584,319 * $7,808,582 *
KWA Capital Cost (Bond, 30%)’ $0 $0 $0 $690,000 $690,000 $690,000 $6,900,000 $6,900,000
KWA Operating Cost ® $0 $0 $0 $0 $0 $974,768 $1,055,760 $1,124,451
CIP Financing® $0 $0 $8,500,000 $10,500,000 $9,500,000 $6,000,000 $6,500,000
Debt Service* $2,747,946 $2,742,821 $2,746,423 $2,748,446 $2,744,008
Transfer to General Fund $1,130,000 * $1,130,000 *  $1,130,000 ° $1,130,000 *  $1,130,000 * $1,130,000 * $1,130,000 ¢ $1,130,000 *
Total operating expenses $39,100,203  $37,982,252 = $38,868,353 $49,060,601 $37,445,055  $37,900,013  $41,721,697  $43,023,891
Annual Reserve ($2,884,214)  $4,673,422 $8,775,460 ($3,675,274)  ($2,768,620)  ($3,223,578)  ($7,045,262)  ($8,347,456)

* Total from annual audits for Receipts From Customers and Users, less Genesee County charges

? Genesee County rate studies by Jones & Henry Engineers

® Flint annual audits

* Provided by City of Flint, March 6, 2014 (one-fourth in FY2014)

® Flint to begin treating river water April 1, 2014.

® Jones & Henry calculation

7 Estimate of $383,333 per unit ($23,000,000/60 units), 18 units for Flint

® Cost per ccf of purchases from DWSD between 2009-2013 increased by an average of 11.4% annually. This will be the factor that will be used to estimate DWSD purchases in 2014 (9 months)
° Based on 2013 revenue levels without taking into account future rate increases

° FY2013 expense plus 11.4% increase times 75% (to adjust to coincide with April 1, 2014 GCDC-WWS supply from DWSD)
" FY2013 expense times 75% (to adjust to coincide with April 1, 2014 GCDC-WWS supply from DWSD)

e —
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Appendix C-5 Flint Water System Needs and Projects
(Summary from Existing Infrastructure Report, DLZ and Houseal Lavigne)

The City does experience problems with a number of existing valves; long-term needs for the system
include replacement of existing valves over the next 20 years. The estimated cost for valve replacement is
approximately $2,000,000.

The City of Flint’s conveyance system consists of water distribution and transmission main ranging in
size from 4-inch to 72-inch diameter. The majority of the existing piping is constructed of cast iron or
ductile iron pipe up to 24-inch in diameter and exceeds 70 years old. Transmission mains over 24-inch
diameter are constructed primarily of steel piping. A significant amount of 4-inch water main is over 70
years old, is prone to breaks, and is unable to provide modern pressures and fire flows. The distribution
and transmission system are “old and in serious need of replacement” according to the Water Reliability
Study. A six-year Capital Improvement Program was developed by the City’s Utilities Department and
addresses the below-ground infrastructure issues and a long-term 20-year plan. >

The City of Flint’s distribution system currently has 3,931 gate valves and 3,327 gate well valves. Critical
valves are 16-inch and larger on a primary transmission main that could result in shutting down a
significant part of the City in the event of a break. A preliminary evaluation indicated that there are 1,398
critical valves in the system. Subcritical valves are 12-inch valves on minor transmission mains, the
failure of which could result in a shutdown of a residential area. There are 1,398 subcritical valves.
Normal valves are smaller than 12-inch and the failure of a normal valve would impact a small residential
area. There are 4,462 normal valves in the system. Currently the City is operating under a reactionary
valve maintenance plan, however, the City has plans to move to a preventative maintenance and
replacement operation that includes operating and maintaining 700 critical valves, 280 subcritical valves,
and 450 normal valves annually. The Water Reliability Study recommended $500,000 in valve
replacements be done annually.

The City of Flint has 3,605 hydrants in the current water distribution system, many of which are in excess
of 50 years old. In 2010, the City purchased 80 hydrants to begin replacing old hydrants. The City has
plans to analyze and replace hydrants that exceed 50 years of age; over the next 20 years the City plans to
create a system that will assess and regularly replace hydrants that reach 25 years of age. The Water
Reliability Study recommended $250,000 in hydrant replacements be done annually. >

A major problem exists with the efficiency of the water system. According to the Water Reliability Study,
the City is operating its water system with 68 percent efficiency, meaning that 32 percent of the water that
the City buys from DWSD is not paid for by users of the system. The Water Reliability Study stated that
water utilities typically operate at 85 to 90 percent efficiency. Increasing efficiency to 85 percent would
result in an increase in revenue of $1.5-2.0 million annually. There are several likely explanations for the
unaccounted water (loss of efficiency):

. Water withdrawn from a fire hydrant

. Leaks and water main breaks

. Faulty or inaccurate meters

. Unauthorized connections

. Unmetered municipal water use

Report of the Engineering Consultant 902-6843.001
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Given the low efficiency of the City’s water system, it is most likely that there is a combination of
significant leaks within the system, inaccurate meters, and/or illegal connections. It was recommended in
the Water Reliability Study that a high priority should be placed on increasing the water systems’
efficiency. This includes testing high volume meters, performing a detailed leak detection study,
residential meter replacement, billing system review, and reviewing fire flow estimates.

The exact location, condition, and age of each water line in the City are unknown. 2

In order to provide finished water to its customers, Flint expects to use an existing water treatment plant,
which is currently operating in a back-up role with a capacity of 36 mgd. Flint will be required to make an
estimated $8,000,000 in improvements to convert the plant from stand-by to fully operational.

Currently, Flint and Genesee County receive treated water from DWSD. In 2012, Flint and Genesee
County combined for a total payment to DWSD of approximately $25,000,000 in both fixed fee and
commodity charges for an average water cost of $22.72 per 1,000 cubic feet of water.

The Flint Water Reliability Study includes a number of recommendations that have not been implemented
for financial reasons. These improvements include replacement of over 59,000 LFT of major transmission
water main (larger than 12-inch), over 5,500 LFT of 6-inch minor transmission water main, and
replacement of 3,000 water meters each year. Funding for these improvements to the system is needed to
reduce waste and improve efficiency. In addition, the other recommendations for valve and hydrant
replacement are in need of funding. Prioritization of funding for the above improvements, as well as for
smaller service line replacement, will need to consider redevelopment considerations included in the
Master Plan.

L
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Appendix C-6

Schedule of Water Rates & Charges for Flint

Metered Water

Rates for Bills Due After July 1, 2012

Rates per 100 cubic feet (ccf)

Inside City Rate

Outside City Rate

Through 35 ccf 7.518 11.259
Next 1,965 ccf 7.310 10.765
Over 2,000 ccf 5.792 8.677

Water Monthly Service Charges
Remote Metered Monthly Charge

Rates for Bills Du

e After July 1, 2012

Meter Size Inside City Rate  Outside City Rate
5/8 inch 21.776 32.483
3/4 inch 41.861 62.706
1inch 55.283 82.792
1-1/2 inch 55.283 82.792
2inch 55.283 82.792
Non-Remote Metered Monthly Charge Rates for Bills Due After July 1, 2012
Meter Size Inside City Rate  Outside City Rate
5/8 inch 26.332 39.678
3/4 inch 46.664 69.976
1inch 59.952 90.062
1-1/2 inch 59.952 90.062
2inch 59.952 90.062
Commercial & Industrial Month Charge Rates for Bills Due After July 1, 2012
Meter Size Inside City Rate  Outside City Rate
5/8 inch 53.385 80.134
3/4 inch 61.263 91.715
1inch 75.103 112.673
1-1/2 inch 107.756 161.785
2inch 150.622 226.086
3inch 297.488 448.469
4 inch 523.495 785.366
6 inch 1,029.429 1,543.867
8 inch 1,492.875 2,239.473
10 inch 2,060.754 3,107.476
12 inch 2,493.124 3,739.505
16 inch 3,102.636 4,653.867
20 inch 3,351.183 5,463.817
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