CITY OF FLINT

OFFICE OF THE EMERGENCY MANAGER

Gerald Ambrose
Emergency Manager

TO: President Joshua Freeman, Flint City Council
Flint City Council Members

FROM: Jerry Ambrose, Emergéncy Manager

!

DATE:  January 16,2015

RE: Update

As the new Emergency Manager of Flint, I look forward to working with you over the next several
months as we continue progress towards a sustainable and financially secure city government. As
[ stated at the time of my appointment, my focus over the next several months is to transition the
city from oversight by an Emergency Manager to home rule under the guidance of a Receivership
Transition Advisory Board. This will be done by continuing to achieve the expectations set forth
in the Seven Point Transition Plan. Assuming those expectations are met, I currently expect such
transition to occur sometime during the month of April, 2015.

The progress which has been made is detailed in the attached status report. While progress has
been made, there are numerous steps yet to be taken. Many will involve the City Council,
including:
e Final adoption of the Capital Improvements Plan
e Final adoption of ordinances regarding planning, budgeting, fund balance, deficit
elimination, purchasing, and others which are necessary to establish the
organizational structure upon transition

e Completion of training requirements for Council members

¢ Adoption of an updated Strategic Plan from the FY15/FY 19 Plan to the FY16/FY20
Plan

e Adoption of budget priorities for development of the FY16/FY17 budget

City of Flint « 1101 S. Saginaw Street ¢ Flint, Michigan 48502
www.cityofflint.com ¢ (810) 766-7346 « Fax: (810) 766-7218



Flint City Council
January 15, 2015
Page 2

I will be working with the City Council, Mayor Walling, City staff and the new City Administrator
Natasha Henderson to assure that we can achieve these, and other necessary steps.

There are other issues which we will all continue to address. One primary issue, of course, is the
issue of water quality. We all know it is a very serious concern, and our staff is working every
day to improve water quality, The plan articulated by former Emergency Manager Darnell Earley,
which does not include reconnecting to DWSD, remains in place at this time. This week, as
promised, the City released an RFP to secure the services of a firm with experience in improving
water quality where the source of water is a river. We also posted on the City’s web site answers
to some questions which have been raised in the community. We will continue to add information
as it becomes available. We are also planning on an informational meeting next week to continue
addressing citizen concerns.

Another issue is the low level of resources available to address public safety issues in the City. As
you know, we commissioned an independent study of our police and fire organization in order to
assess our capacity and to determine how to best organize our police and fire departments in light
of their diminished resources. The results of that study are being presented next week at the
Council’s Public Safety meeting, and will provide guidance as we consider the upcoming FY16
and FY17 plans and budgets.

Finally the issues surrounding water and public safety emphasize the tennous financial situation
of the City — one which, while significantly improved, will remain tight. The five year financial
projections done last year, and the adopted budgets for FY15 and FY16, showed financial stability
for FY15 and FY26, but projected a very significant gat between revenues and expenses for FY17.
Regardless of whether or not the City remains under the control of an Emergency Manager,
balancing the FY17 budget in a financially responsible manner will be a challenging task. If
decisions become necessary to further reduce the workforce and service levels, they will be very
difficult, as there are no easy answers. Likewise, responding to demands for high levels of service
and lower costs in the form of water rates or taxes will also be difficult.

Achieving our objectives will take time and effort for all involved. In the next week, the Finance
Committee will be meeting on Wednesday to review the second quarter Progress Report on the
Strategic Plan, and the same evening will be a City-sponsored forum on water issues. Next
Thursday, the Public Safety Committee will meet to review the results of the ICMA Police and
Fire study. The following Monday, January 26, will be the regular Council meeting, where the
FY14 audit will be presented and where the Council will consider adoption of the Capital
Improvement Plan, as well as second reading and final adoption of the strategic planning and
budgetary ordinances. '
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Looking further forward, the Council will be engaged in updating the Strategic Plan, beginning
with a workshop on Wednesday, January 28", It is anticipated that a special Finance Committee
meeting will be necessary for February 4th, in order that Council can consider adoption of the
framework of the updated Strategic Plan on Monday, February 9%.

Over the next several weeks I will be working with City staff to develop a tentative calendar of
events which will guide the budget preparation process and other items which I feel need to be
completed prior to transition.

This is an aggressive agenda for all of us. I believe it is critical to have in place the many pieces
necessary to both prepare for a successful transition, and more importantly, so that the City of Flint
continues on a path of sustainability and financial stability.



Dayne Walling

Gerald Ambrose
Mayor

Emergency Manager

Jason Lorenz

Public Information Officer
(810) 237-2039
jlorenz@cityofflint.com

For Immediate Release

City of Flint Will Hold Public Water Presentation Wednesday, January
21, 2015 at 7:00pm in the City Hall Dome

Flint, Michigan - January 16, 2015 — The City of Flint will be hosting a water presentation on
Wednesday, January 21, 2015 at 7pm. That presentation will be held in the City Hall
Dome and will feature information detailing water treatment, water distribution and the
steps being taken to ensure that citizens get water that meets all regulatory safety and
quality standards. “We want the residents, businesses and visitors of Flint to know that
the water in Flint is safe and that we are working every day to make improvements to our
system to ensure that,” said City DPW Director Howard Croft. “Our goal is make sure we
get people the information on our efforts and assure them that we are on the right track

with them.”

DPW Director Croft and Utilities Administrator Daugherty Johnson will be joined on a
panel by representatives from the Genesee County Drain Commissioner's office, the
Michigan Department of Environmental Quality and LAN engineering. Written questions
from the audience will be collected during the presentation and answered by the panel

after the presentation.

—END-

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



Addressing Flint’s Water Concerns

Recent events have raised concerns among many as to the safety and quality of the water
provided by the City’s utility system. The City is and continues to be committed to assuring that
residents and visitors know that the water is safe and that those responsible for providing
water are working every day to improve the quality of the water. The quality of the water does
need improvement, but that is not to be confused with safety of the water. The recent notice
by MDEQ clearly stated that the water provided by the utility system is safe to drink, but
cautioned that some vulnerable groups may want to consult with their health care provider if
they have concerns. The City remains committed to their efforts to assure that the water is safe
for everyone and that quality is both improved and improving.

To date, the City has taken the following actions:

As an integral part of the transition to the Flint River on a temporary basis, the MDEQ was
consulted about the City’s plans, and ultimately issued necessary permits to proceed. The
City also engaged the services of the LAN engineering firm to guide the city in installing
the necessary equipment to treat the water on an ongoing basis. This resulted in the
development of a comprehensive drinking water plan.

The City monitors its water quality on a daily basis to assure that water quality remains
within established guidelines. With the variances in water temperature and the leakage and
infiltration problems arising as the result of failure of parts of the distribution system, water
quality did exceed, for a time, some of the established guidelines. This resulted in the
issuance of the recent notices to the public. Upon receipt of information that some
guidelines were exceeded, the City’s priority focus was to bring water quality back within
guidelines. Efforts taken to address non-compliance included increasing water flow
through valve replacements and hydrant flushing and optimizing treatment processes.

The City has committed to increasing communication with the public in order to inform
water users factually of the issues which have arisen, to alleviate unnecessary concern and
to identify the steps being taken to address the issues. This is being implemented through
detailed and easy to understand educational materials being made available both online and
at City Hall, as well as through ongoing public informational meetings.

Most recently, in light of recent concerns raised by resident groups over the quality and
safety of water, Department of Public Works Director Howard Croft and his staff collected
questions from citizens during a recent public meeting. After reviewing these questions,
DPW Director Croft and his staff set out to answer them in concise detail; the result of that
work is a full Water System Questions and Answers document is available online. Along
with the detailed information within, the document also contains links to other source
documents and regulatory statutes found online which were used as reference. “We want
the residents, businesses and visitors of Flint to know that the water in Flint is safe



and that we are working every day to make improvements to our system to ensure
that,” said Croft. “Our goal is make sure we get people the information on our efforts
and assure them that we are on the right track with them.” More documentation,
including regular water quality monitoring reports, will be made available.

e Additionally, a number of public meetings have and will continue to take place. Two of
the most recent of these took place at the Antioch Baptist Church and the Mott Community
College Regional Technology Center. These meetings were held by concerned
neighborhood groups and were attended by Mayor Walling and DPW Director Croft. At
both meetings, citizens voiced their concerns and asked questions about water quality and
the recent violation notice. Director Croft offered detailed answers to common questions,
but also offered to investigate specific water issues raised by residents in which the City
could offer assistance. Those in attendance came away with a better understanding of the
issues surrounding the drinking water in their community.

e The City of Flint will be hosting a water presentation on Wednesday, January 21, 2015
at 7pm. That presentation will be held in the City Hall Dome and will feature
information detailing water treatment, water distribution and the steps being taken to ensure
that citizens get water that meets all regulatory safety and quality standards. City DPW
Director Howard Croft and Daugherty Johnson, Utilities Administrator, will be joined on
a panel by representatives from the Genesee County Drain Commissioner’s office, the
Michigan Department of Environmental Quality and LAN engineering. Written questions
from the audience will be collected during the presentation and answered by the panel after
the presentation.

e The City of Flint has also determined that in light of the serious concerns raised, it will
secure the services of an external firm with expertise in managing drinking water quality
to assess the steps that the city has taken, to make recommendations as to other steps to be
taken, to oversee their implementation, and to monitor operations until the City’s water
source becomes the KWA. A Request for Proposal was issued on January 15, 2015, with
proposals due back on January 26.

The DWSD Question:

As a result of the concerns raised, several community members have suggested that the City
reconnect to the Detroit Water and Sewer Department (DWSD). DWSD has advised that they would
be willing to allow such a reconnection without a hook-up fee. However, the City would be obligated
to pay a fixed monthly charge of $846,700 plus the $14.92/Mcf cost of water itself and agree to a
long term arrangement. The City’s analysis of the DWSD proposal concludes that the City’s cost
would increase by more than $12 million per year at the proposed rates, and could increase even
more as proposed rates are subject to change after July 1, 2015. This increase in costs would not be
in the best interests of the City or its water users, as the City is committed to assuring safety and
improving water quality by following its current plan, and reconnecting to DWSD would likely
require deferment of existing capital improvements or an additional increase in rates.
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Dayne Walling Gerald Ambrose Howard Croft

Mayor Emergency Manager Director
TO: City of Flint Residents
RE: Water Questions

DATE: January 13, 2015
Prelude

The decision to switch to the Karegnondi Water Authority as the City's permanent water
source was made following extensive research and in-depth engineering studies. After
entering into a contract with KWA and the subsequent termination of the existing water
service contract by the Detroit Water and Sewerage Department, the same diligence
was given in determining what source water to use while waiting for the community
supported KWA water to arrive. The City concluded from this work that the Flint River
presented a safe and financially responsible alternative water source. The decision to
use the Flint River as an intermediate water source was approved by state regulatory
officials in 2014 whereby the City was permitted by the Michigan Department of
Environmental Quality to proceed with treatment of water from the Flint River.

The following questions were presented by concerned citizens, and the City’s
responses follow. This document will be put on the City’s website for public viewing
within the next several days.

1. What was the process by which the decision was made to switch from Detroit
water to Flint River water? Who was responsible for what decisions?

On March 25", 2013, after evaluating cost comparisons for a permanent water
source, the Flint City Council, with support from the Mayor, voted 7 — 1 approving a
resolution to purchase water from the Karegnondi Water Authority (KWA). On March
29" resolution 2013EM041 was signed, authorizing the City of Flint to enter into a
contract with the KWA.

On April 16™, 2013, then Emergency Manager Ed Kurtz, signed the contract effectively
purchasing 18 MGD of capacity from the KWA.
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On April 17t 2013 Detroit Water and Sewerage Department (DWSD) sent a letter
terminating the existing water service contract between the City of Flint and Detroit.
With the termination set to take effect 12 months later on April 17, 2014, a gap was
created between the end of the DWSD contract and the start of the KWA.

On June 29, 2013, following many preliminary discussions on how the City would fill
the interim gap, a formal, all day meeting was held at the Flint Water Plant with all
interested parties including City of Flint Officials (COF), representatives from the
Genesee County Drain Commissioners Office (GCDC), the Michigan Department of
Environmental Quality (DEQ), and the design engineers from the previous plant
upgrade Lockwood, Andrews, and Newnam (LAN).

The purpose and agenda of the meeting was to determine the feasibility of the following
items:

1. Using the Flint River as a Water Source

2. The ability to perform the necessary upgrades to the Treatment Plant
3. The ability to perform quality control

4. The ability for Flint to provide water to Genesee County

5. The ability to meet an April/May 2014 timeline

6. Development of a cost analysis

The conversation was guided with focus on the engineering, regulatory, and quality
aspects of each item listed. The resulting determinations were made.

1. Yes, the Flint River would be more difficult to treat but is viable as a source.
Yes, it was possible to engineer and construct the upgrades needed for the
treatment process.

3 Yes, with support from LAN engineering which works with several water systems
around the state, quality control could be addressed.

4. No, the Flint treatment plant would not have the capacity needed to treat and
distribute sufficient water to meet the documented needs of Flint and Genesee
County.

5. Possible, it was determined that many obstacles needed to be overcome but
completion by the April/lMay 2014 target was reachable.

6. Next steps from the meeting were for LAN to present the City with a proposal

that would include engineering, procurement, and construction needs for the
project along with cost estimates.

As a result of extensive evaluation, discussions with the professional engineers, and
consulting the state regulators, the Department of Public Works along with the Finance
Department recommended utilizing the Flint River as a temporary water source while
waiting for the KWA to come online. The plan to accomplish this was accompanied with
a construction timeline, a needs analysis for resources, and an FY 14 spending plan
to complete the project.
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2. Was it known prior to the switch that there would be problems managing total
coliform and fecal coliform bacteria levels in the water?

It was understood that the Flint River would be subject to temperature variations, rain
events, and have higher organic carbon than Lake Huron water and would be more
difficult to treat. These facts were balanced against a licensed staff, LAN engineering’s
extensive experience in this field, advanced equipment that Flint has for freatment, and
support from the DEQ.

3. What were the projected costs and benefits of the switch, and what have been
the actual costs and benefits?

The engineered costs for upgrading the Flint Plant to treat KWA water from Lake Huron
were projected to be ~$9,000,000. These upgrades need to be in place prior to KWA
water reaching Flint and are coupled with an additional ~$3,500,000 in annual
operational expenses for workforce additions, electricity costs, and process equipment
for a total of ~$12,500,000.

The final year that the City of Flint purchased water from DWSD, the cost was
$12,400,000 and that cost was projected to rise to ~$14,400,000 in 2014 and increase
to ~$16,000,000 in 2015.

The financial benefit for switching to the river was the opportunity to divert that revenue
towards capitalizing the upgrade expenditures needed to run the plant and the
development of a capital improvement program for the aged infrastructure without a
significant increase to the water bill. This aspect was figured into the cost analysis at
the time of the recommendation.

Based on the current DWSD rate structure, it appears that the actual costs to purchase
water this year would have been higher than projected, The fixed cost would have been
~$5,100,000 and the additional commodity or water costs would have resulted in
another ~$11,000,000 given the City's current water usage. This would result in an
estimated ~$16,000,000 in this year alone.

The upgrade expenditures stayed close to the engineered projections. The
improvements at the water plant cost ~$7,000,000, the remediation and development of
Bray Rd for lime disposal cost ~$1,700,000 and the increased operational costs so far
this year are below the estimates and on target to finish the year at ~$3,000,000. These
changes come to g total of ~$11,700,000 of necessary expenditures in the first year.

In addition to the ability to capitalize the upgrades, switching to the Flint River has
allowed us to develop a Capital Improvement Plan for the Utility Department that will
begin replacing pipe underground this spring and will account for overdue maintenance
concerns such as valve replacements, and pipe lining extending the useful life of the
system and allowing us to deliver better quality water.
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It would have required close to a 30% raise in the water and sewer bill to accomplish
this without using the Flint River as a source.

4. What were the causes of increased levels of trihalomethanes? Have those
causes been sufficiently addressed? If not, what needs to be done to prevent this
from occurring again in the future?

Just as low levels of chlorine can produce coliforms, high levels of chlorine can result in
Disinfectant Byproducts (DBP) generating increased levels of trihalomethanes (TTHM).
The DEQ requires this testing to occur once every three months at each of the testing
sites and looks at an average over four quarters (one year) to determine the level to
compare against the maximum contaminant level (MCL).

Research by the Science Advisory Board, the National Academy of Sciences, and the
USEPA's Carcinogen Assessment Group predicts risk estimates associated with high
levels of TTHM at an incremental risk of 3 to 4 people out of 10,000 that consume 2
liters of water over the MCL daily for 70 years.

The required remedy for this violation is to present the DEQ with an Operational
Evaluation Report that assesses what caused the violation and what the proposed
remedy is. The City generated a report to the DEQ in November 2014, which assesses
each area of the Flint water system including water source, treatment process, and
distribution system. The evaluation was complete with short and long term
recommendations to optimize each area and the belief that the items listed would
correct the violation and give Flint an increased ability to manage the system.
Continued repairs on valves and colder temperatures have created a more consistent
chemical footprint, and we have been producing a more consistent water quality.

5. What were the causes of increased levels of total coliform and fecal coliform
bacteria levels? Have those causes been sufficiently addressed? If not, what
needs to be done to prevent this from occurring in the future?

What we discovered is that as water travels through the 600 miles of the City’s
distribution mains it will, at times, reside in the system for up to 3 or 4 weeks. Water
purchased from DWSD is drawn from Lake Huron, chlorinated, and then travels over 80
miles to reach the City. By the time the water reaches Flint it is stable and capable of
withstanding this type of residency time within the system. Water drawn from the Flint
River, specifically in summer months when the temperature is fluctuating, is more
susceptible to being impacted by variables such as high residency times and increased
chemical reaction.

The DEQ requires that a minimum of 100 tests be performed monthly for chlorine
residuals at various locations throughout the system. When residual levels are too low,
it creates an environment in which bacteria such as fecal coliform can grow. After
switching sources, we encountered testing sites in June, 2014 that were consistently
returning low residual levels. Several of these sites became areas that total coliform
was eventually detected and ultimately boil water notices issued.
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Low residual levels can sometimes trigger a positive test result for total coliform which is
an indicator of a poor water environment but does not generally require a boil water
notice. The normal course of action in these situations is to flush hydrants and
introduce fresh water into the defined area. In certain areas this was successful and in
other areas it was not. In a second course of action, the EPA also allows for water
systems to increase the residual disinfectant, including chlorine, to a level and for a
time necessary to protect public health. This information can be found in the EPA
manual (40 CFR 141.65 & 141.130(d)). In contending with the low residual levels which
represent a more immediate health concern along with the potential for tier 1 violations
and boil water notices, we increased the chlorination treatment at times in order to
combat the low residuals. This was also was an unsuccessful remedy and only after we
located and replaced valves that were broken in the closed position on major
transmission lines in these areas did the residual levels return to normal and have
remained that way since.

There is still one test site, in the 2500 block of Flushing Rd. where we continue to
experience low residual levels and we are actively pursuing efforts to locate more
expected valve failures. The development of a hydraulic model of the system and the
ability to use unidirectional flushing are tools that will assist us in mitigating areas where
low residuals surface. Both of these are in progress of being developed by the
engineering firm LAN and Potter Consulting who was also the author of our Water
Reliability Study.

6. What are the public reporting requirements for these sorts of problems, and
has the City met those requirements? What can be done to communicate in a
more timely manner useful information about a public health threat such as the
presence of cancer-causing chemicals in our drinking water?

The EPA 2010 “Revised Public Notification Handbook” has a specific breakdown of
the elements required in public notifications and includes usable templates. The EPA
has three different tiers associated with community water systems (CWS), each with
specific timeframes and requirements that trigger upon issuance of the violation.

= Tier 1. CWS must provide public notification within 24 hours of a violation and
continue this as directed by the primary agency.

* Tier 2. CWS must provide public notification within 30 days of a violation and
continue this every three months until the violation is resolved

= Tier 3. CWS must provide public notification within one year and the EPA
recommends repeat occurrences be provided in an annual notice

The current EPA violation is classified as a tier 2 violation and was issued December
16", 2014.
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Moving forward, the City of Flint is striving to increase communication with the public in
a variety of ways.

= The city's new website will have current news and information updated on a
regular basis.

* Increased data collection will be transitioned into real time ability to communicate
with the residents through the Public Works area of the City's new website.

= Timely reporting of current test results on the new City website.

The establishment of these tools is in progress and expected to be implemented in the
near future along with evaluating other avenues of communication.

7. Is there any reason to think that these or similar problems will continue
even after the shift is made to water from Lake Huron?

The water coming from Lake Huron via KWA will be more consistent in temperature,
have lower organic carbon, and will be less susceptible to variations but will have its
own chemical footprint. The construction upgrades to the Flint Treatment Plant give us
the ability to draw water from either source and should provide Flint the opportunity for
testing and thereby streamlining the treatment process to match the Lake Huron
chemical footprint before fully introducing it into the distribution system.

In addition to new source water, following the recommendations contained in the
Operational Evaluation Report and the City’s Water Reliability Study is the roadmap to
being able to provide quality water.

Continuing to identify integrity issues and making preemptive repairs within our
antiquated infrastructure are needed to maintain and provide a healthy system. Leak
detection which is scheduled for the spring, hydraulic system modeling which includes
unidirectional flushing is in progress now and will give us the information and tools to
accomplish these goals.

8. Who is responsible for making sure we don't have these sorts of problems,
and did that person or those people fail to meet their responsibilities?

The Utility Department is a Division underneath the Department of Public Works. The
Public Works Director along with the Utilities Administrator will continue to work hand in
hand with professional engineers, consultants, and the state regulatory agency DEQ in
order to manage increased public communication and address any issues that arise
going forward.

The DEQ requires that public water systems with population over 20,000 must have an
F-1 state licensed operator in charge that oversees the operation of the treatment
process. This license is the highest classification in the state that specializes in
‘complete treatment” The City of Flint has such a person on staff at the water plant and
that person’s responsibility is to determine the correct levels of chemical treatment,
monitor the system, submit official test results to the state regulatory agency, and make
necessary adjustments when contaminant levels are breached. All of these steps were
followed and acknowledged by the DEQ.
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The following is the list of supporting documents that will be available on the City's
website for public viewing.

Cost Comparisons (the ROWE Study)

Upgrade Construction Timeline

EPA Chlorinating Information

Risk Assessment Information

Operational Evaluation Report

EPA 2010 revised Public Notification Handbook

The Current DEQ Violation Letter

Flint Water Reliability Study

Respectfully submitted,

e pemrs

Howard D. Croft '
Public Works Director

o /A o@\

ayne Walling”
Mayor, City of Flint

e

Gerald Ambrose
Emergency Manager
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