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To the Honorable Mayor, Members of City Council, and Citizens of the City of Flint:

State law requires that all general-purpose local governments publish, within six months of the close of each
fiscal year, a complete set of financial statements presented in conformity with generally accepted accounting
principles (GAAP) and audited in accordance with generally accepted auditing standards by a firm of licensed
certified public accountants. Pursuant to that requirement, we hereby issue the Comprehensive Annual Financial
Report of the City of Flint for the fiscal year ended June 30, 2011.

This report consists of management’s representations concerning the finances of the City of Flint (City).
Consequently, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these representations,
management of the City of Flint has established a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable information
for the preparation of the City of Flint’s financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the City of Flint’s comprehensive framework of internal
controls has been designed to provide reasonable, rather than absolute, assurance that the financial statements
will be free from material misstatement. As management, we assert that, to the best of our knowledge and belief,
this financial report is complete and reliable in all material respects.

Plante & Moran, PLLC, a firm of licensed certified public accountants, has audited the City of Flint’s financial
statements. The goal of the independent audit was to provide reasonable assurance that the financial statements
of the City of Flint for the fiscal year ended June 30, 2011, are free of material misstatement. The independent
audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unqualified opinion that the City of Flint’s financial
statements for the fiscal year ended June 30, 2011, are fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the City of Flint was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing Single
Audit engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government’s internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of federal awards.
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These reports are available in the City of Flint’s separately issued Single Audit Report.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement MD&A and should be read in conjunction with it. The City of Flint’s MD&A can be
found immediately following the report of the independent auditors.

Profile of the Government

The City of Flint, incorporated in 1855, is located in the eastern part of the State of Michigan. The City currently
occupies a land area of 32.8 square miles and serves a population of 102,434 (2010 Census). The City is
empowered to levy a property tax on both real and personal properties located within its boundaries, as well as a
1% income tax for those who live within the City limits (or .5% for those who only work within the City limits).

The City of Flint has operated under the strong mayor — council form of government since November 4, 1975,
when the present charter was adopted. Legislative authority is vested in a City Council consisting of nine
members elected from each of the nine wards in the City and serving a four-year term. The City Council is
responsible for, among other things, passing ordinances, adopting the budget, approving resolutions and
appointing committees. The Mayor is an elected official who serves as the chief executive officer of the City for
a four-year term of office (he may be reelected for additional terms). The Mayor appoints a City Administrator
to be the chief administrative officer of the City, overseeing the day-to-day operations of the government. The
Mayor also appoints the principal officials responsible for budget, personnel, planning, legal counsel, and
administrative services, appointing up to ten principal staff officials who serve at the pleasure of the Mayor. In
addition, the Mayor may appoint up to ten executive department heads over such departments as may be
necessary to administer the responsibilities of the City for public safety, public works, utilities, parks and
recreation, transportation, finance, community development, and environmental protection. The City Council
must approve these appointments. The City Council and the Mayor are elected on a non-partisan basis.

The Governor of the State of Michigan has appointed an Emergency Manager for the City of Flint, effective
December 1, 2011, due in part to a consistent deficit in the general fund, the decline in pooled cash, budget
issues, and unfunded liabilities for post-employment benefits. The Emergency Manager, Michael K. Brown, is
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.”

The City of Flint provides a full range of services, including police and fire protection, the construction and
maintenance of streets and other infrastructures, recreational activities and cultural events, water and sewer
services, and sanitation/garbage pickup services. The Board of Hospital Managers has the exclusive authority to
manage and operate Hurley Medical Center. The Flint Downtown Development Authority Board promotes the
rehabilitation of the downtown area. The City of Flint Economic Development Corporation provides financing
and development opportunities for businesses located in the City of Flint. The Flint Area Enterprise Community
works with community partners to coordinate the federal enterprise community plan and help leverage resources
for the zone.

The annual budget serves as the foundation for the City of Flint’s financial planning and control. All
departments and agencies of the City of Flint are required to submit requests for appropriations to the Mayor’s
appointed Budget Director in March each year. The Budget Director uses these requests as the starting point for
developing a proposed budget. The Mayor then presents this proposed budget to the City Council on the first
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Monday in April. The Council is required to hold public hearings on the proposed budget and to adopt a final
budget, by charter, on the first Monday in June. The City’s fiscal year ends on June 30. The current appropriated
budget is prepared by fund, function (e.g., public safety), department (e.g. police) and line item. The
Administration may not make transfers of appropriations within department line items, or transfers of
appropriations between departments or funds, without the approval of the City Council. Budget-to-actual
comparisons are provided in this report for each major governmental fund for which an appropriated annual
budget has been adopted. The comparison is presented in the required supplementary information subsection of
this report.

Factors Affecting Economic and Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the City of Flint operates.

Local Economy. The Flint/Genesee County metropolitan area unemployment rate (12.5% in early 2011) is
among the highest in the State. The City of Flint has been above 20% the past 2-3 years. Population has steadily
declined to 102,434 (2010 census) from 193,317 in 1970. The City of Flint’s economy was strongly tied to the
automobile industry, but has diversified over the last ten years. Property values for Flint’s ten largest employers
increased slightly in 2011 to $147.75 million compared to $140.6 million in 2010; however, values have
significantly decreased from $279.7 million in 2009. The total number of employees for the ten largest taxpayers
in the City increased from 36,660 in 2010 to 37,497 in 2011. Although this is an improvement, it is still a
decrease compared to 38,252 in 2009. Overall assessed property values have decreased from $1.804 billion in
2002 to $1.192 billion in 2011, which continues the decrease from $1.393 billion in 2010.

Cash management policies and practices. Safety of principal is the foremost objective of the City of Flint. Each
investment transaction shall seek to ensure that capital losses are avoided, whether from institutional default,
broker-dealer default, or erosion of market value of securities. The surplus funds of the City of Flint were
invested in accordance with Act 20 of the Public Acts of 1943, as amended, and the City’s Code of Ordinances.
These funds were invested in obligations of the U.S. Treasury, certificates of deposit, commercial paper and
investment pools. The maturity dates of the investments range from one day to 5 years. Additional information
on the City of Flint’s deposits and investments can be found in Section 4 of the Notes of the June 30, 2011
Audited Financial Statements.

Risk management. The City of Flint has established a comprehensive Risk Management program in order to
protect the assets of the City from the risk of loss. This is accomplished through a combination of risk financing
and loss control activities, which are designed to avoid, reduce or transfer various risk exposures. The City
utilizes a combination of commercial insurance and self-insurance to finance these exposures. The risk of loss is
reduced through the use of various control techniques, such as contract review, safety training and site
inspections.

The Workers” Compensation function resides in the Risk Management department, which allows for a
coordinated effort to minimize accident-related losses. The Risk Management department has a Security/Fraud
Manager to complement the already-existing efforts undertaken to control fraudulent exposures. Additional
information on the City of Flint’s risk management activities can be found in Section 16 of the Notes of the June
30, 2011 Audited Financial Statements.
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Pension and other post-employment benefits. The City of Flint sponsors a single-employer defined benefit plan
for its public safety and non-public safety employees. Each year, an independent actuary engaged by the pension
system calculates the amount of the annual contribution that the City of Flint must make to the pension system to
ensure that the plan will be able to fully meet its obligations to retired employees. The City of Flint makes
quarterly contributions to the system in accordance with the contribution rate determined by the independent
actuary. As a result of the City of Flint’s funding activities, the overall retirement system as of June 30, 2009
(the latest actuarial report) was 71.4% funded. As of June 30, 2010 there were 1741 retirees receiving pension
benefits from the City of Flint.

The City of Flint also provides post-retirement health and vision care benefits for retirees and their dependents.
As of the end of the current fiscal year, there were 1,543 retired employees receiving insurance benefits. The
benefits are financed on a pay-as-you-go basis. For fiscal year 2011, the City paid $20.5 million for post-
employment health benefits premiums. The City had an actuarial accrued liability for other post-employment
benefits (OPEB) of $862 million at June 30, 2011. Additional information on the City of Flint’s Retirement Plan
can be found in Section 4 B of the Notes of the June 30, 2011 Audited Financial Statements.

Awards and Acknowledgements

We are pleased to report that the Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Flint for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2010. The City has now received this
award nine years in arow. In order to be awarded a Certificate of Achievement, a government must publish an
easily readable and efficiently organized Comprehensive Annual Financial Report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that this Comprehensive Annual
Financial Report for the fiscal year ended June 30, 2011, continues to meet the Certificate of Achievement
Program’s requirements and we are submitting our report to the GFOA to determine its eligibility for another
certificate.

The preparation of this report would not have been possible without the efficient and dedicated services of the
entire staff of the finance administration department. We would like to express our appreciation to all members
of the departments who assisted and contributed to the preparation of this report. Credit must also be given to the
Mayor and the City Council for their support for maintaining the highest standards of professionalism in the
management of the City of Flint’s finances.

Respectfully submitted,

[ /-

Sekar R.-Bawa——

Deputy Finance Director
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Patrick GEIracCe......cccuoivuiiiiiieeteeee ettt Director of Neighborhood Services
Erycka HUNtEr ......ooviiiiieieeeceeeeecececee Executive Director, Human Relations Commission
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plantemoran.com
Independent Auditor's Report

Honorable Mayor and Members
of the City Council

City of Flint

Flint, Michigan

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 as of and for the year ended
June 30, 201 I, which collectively comprise the City’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the City of Flint’s
management. 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. The audit of the primary government was conducted in accordance with 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 of
material misstatement. The financial statements of Hurley Medical Center, Dowtown
Development Authority, Economic Development Corporation, and the Flint Area Enterprise
Community were not audited in accordance with Government Auditing Standards. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our 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 of Flint, as of June 30, 201 | and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

Praxity

I GLOBAL ALLIANCE OF
NDEPENDENT FIRMS



To the Honorable Mayor and Members
City of Flint

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Flint's basic financial statements. The management's discussion
and analysis, pension system schedules, and the General Fund and Major Special Revenue Fund
budgetary comparison schedules, as identified in the table of contents, are not a required part of
the basic financial statements but are supplemental information required by the Governmental
Accounting Standards Board. The introductory section, other supplemental information, and the
statistical section, as identified in the table of contents, is presented for purposes of additional
analysis and is not a required part of the basic financial statements. The combining balance
sheets, combining statements of revenue, expenditures and changes in fund balance, and non
major fund budgetary comparison schedules, have been subjected to the auditing procedures
applied in the audit of the basic financial statements, and in our opinion, are fairly presented in
relation to the basic financial statements taken as a whole. We have applied certain limited
procedures to the management's discussion and analysis and pension system schedules, which
consisted principally of inquiries of management, regarding the methods of measurement and
presentation of the required supplemental information. However, we did not audit the
information and express no opinion on it. The introductory section and the statistical section
have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

In accordance with Government Auditing Standards, we have also issued our report on our
consideration of the City of Flint's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements. 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 opinions 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 and should be read in
conjunction with this report in considering the results of our audit.

During the year, the City implemented GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, as discussed in Note |. In addition, fund balance
classifications in the governmental fund financial statements have been changed to reflect the five

new classifications under GASB 54.
7444&/ f 77!%, PLee

December 19, 201 |



Management’s Discussion and Analysis




City of Flint

Management’s Discussion and Analysis

As management of the City of Flint, we offer readers of the City of Flint’s financial statements this
narrative overview and analysis of the financial activities of the City of Flint for the fiscal year ended
June 30, 201 1. We encourage readers to consider the information presented here. All amounts, unless
otherwise indicated, are expressed in millions of dollars.

Financial Highlights
e The City acquired Capital Assets totaling $9.4 million in governmental activities.

e The assets of the City of Flint exceeded its liabilities at the close of the most recent fiscal year by
$218.9 million (net assets).

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of Flint’s basic financial
statements. The City of Flint’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 supplementary 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

Management’s Discussion and Analysis (Continued)

and Fund Financial Statements

Table |I. Major Features of the City of Flint’s Government-wide

Type of
Statements Government-wide Governmental Funds | Proprietary Funds| Fiduciary Funds
Scope Entire City government | The activities of the City | Activities the City | Instances in which
(except fiduciary funds) | that are not proprietary | operates similar to | the City is the
and the City’s or fiduciary, such as private businesses: | trustee or agent for
component units police, fire, and parks the water and someone else’s
sewer system, and | resources, such as
the hospital the retirement plan
for City employees
Required e Statement of net e Balance sheet e Statement of e Statement of
financial assets net assets fiduciary net
statements * Statement of assets

e Statement of
activities

revenues,
expenditures and
changes in fund
balances

e Statement of
revenues,
expenses and
changes in fund
net assets

e Statement of
cash flows

e Statement of
changes in
fiduciary net
assets

Accounting basis
and

Accrual accounting and
economic resources

Modified accrual
accounting and current

Accrual accounting
and economic

Accrual accounting
and economic

measurement focus financial resources focus | resources focus resources focus
focus
Type of Al assets and liabilities, | Only assets expected to | All assets and All assets and
asset/liability both financial and capital, | be used up and liabilities | liabilities, both liabilities, both short-
information short-term and long-term| that come due during the | financial and capital, | term and long-term,
year or soon thereafter, | and short-term and | the City’s funds do
no capital assets included | long-term not currently contain
capital assets,
although they can
Type of All revenues and Revenues for which cash | All revenues and All revenues and
inflow/outflow expenses during year, is received during or soon| expenses during expenses during year,
information regardless of when cash is| after the end of the year, | year, regardless of | regardless of when

received or paid

expenditures when goods
or services have been
received and payment is
due during the year or
soon thereafter

when cash is
received or paid

cash is received or
paid




City of Flint

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 of Flint’s finances, in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the City’s net assets changed during the
most recent fiscal year. All changes in net assets 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 of Flint 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 of Flint include general
government, police, fire, transportation, public works, parks & recreation and community enrichment
and development. The business-type activities of the City of Flint include the hospital, water system, and
sewer system.

The government-wide financial statements include not only the City of Flint itself (known as the primary
government), but also a legally separate Downtown Development Authority, Economic Development
Corporation, Atwood Stadium Building Authority, and the Flint Area Enterprise Community, for which
the City of Flint 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 4-1 | 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 of Flint 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.
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The City of Flint maintains 18 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 Federal Grants Fund. Data from the other |6
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.

The City of Flint 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 12-16 of this report.

Proprietary Funds - The City of Flint 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 of Flint uses enterprise funds to account for its Hospital, Water, and Sewer
activities. Internal service funds are an accounting device used to accumulate and allocate costs internally
among the City of Flint’s funds. The City of Flint 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
Hospital, the Water and the Sewer Funds, all of which are considered to be major funds of the City of
Flint. 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 |7-26 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 statements
because the resources of those funds are not available to support the City of Flint’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 27 and 28 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 35-92 of this report.

Other Information - In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City of Flint’s progress in
funding its obligation to provide pension benefits to its employees. Required supplementary information
can be found on page 93-96 of this report.

The combining statements referred to earlier in connection with non-major governmental funds and
internal service funds are presen