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* * CITY OF GROSSE POINTE WOODS

20025 Mack Plan Dnve
313 343-2440

Grosse Pointc Woods, Michigan 48236-2397
Thx 313 343 2785

NOTICE OF MEETING

AND

AGENDA

COMMITTEE-OF-THE-WHOLE

Mayor Robert E. Novitke has called a meeting of the City Council, meeting as a Committee-of-the

Whole, for Monday, February 14, 2011, at 7:30 p.m. The meeting will be held in the Conference

Room of the Municipal Building, 20025 Mack Plaza, and is accessible through the Municipal Conrt

doors. In accordance with Public Act 267, the meeting is open to the public and the agenda items are as

follows:

1. Call to Order

2. Roll Call

3. Acceptance of Agenda

4. Water Rates A. Memo 02/10/Il - Treasurer/Comptroller-

City Administrator

B. Detroit Water and Sewerage Department

DWSD Rates - Understanding DWDS

Water Rates - Jan. 2006

C. Verbal Report-- Jim Rabine, Anderson,

Eckstein & Westrick

5. Adjournment

Alfred Fincham

City Administrator

IN ACCORDANCE WITH PUBLIC ACT 267 OPEN MEETINGS Af/D

PO5TEI AND COPIES ]IVEN TO NEWSPAPERS

The City of Grosse Pointe Woods wit I provide necessary, reasonable auxiliary aids and services, such as signers for the hearing impaired, or

audio tapes of printed materials being considered at the meeting to individuals with disabilities. All such requests must be made at least five days

prior to a meeting. Individuals with disabilities requiring auxiha.ry aids or services should contact t:he City o:f Orosse Pointe Woods by writing or

call the City Clerk's office, 20025 Mack Plaza, Orosse Pointe Woods, MI 48236 313 343-2440, Telecommunications Device for the Deaf

TOO 313 343-9249, or e-mail the.ity Clerlcat cityclkfEtgpwmkus.

cc:

Council - 6 Tutag Post - 8

A.hee Hathaway Pile

Berschhack trhy Ora.ngcr - Email

Director of DPS Ftncham

Eec. Secretary Orosse Pointe News
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CITY OF GROSSE POINTE WOODS

MEMORANDUM

Date: February 10, 2011

To: Mayor and City Council

From: Dee Ann Irby, Treasurer/Comptroller

Al Fincham, City Administrator

Subject: Proposed water rates

/fr0

Listed below are the current and proposed water rates and revenue requirements of the
Detroit Water & Sewer Department.

Fixed Monthly Charge

$12,971

$32,157

Commodity Charge

$ 8.38

$ 7.53

Total Revenue Requirement

$ 867952

$ 1,026224

Without Tank $35,919 $ 11.52 $ 1,410,035

As you know, the increase from the current rate to the proposed rate is 18.2%. The
increase from the current rate to the proposed rate without tank" would have been
62.5%.

Attached is a packet of information, "Understanding DWSD Water Rates," provided by
the City of Detroit Water & Sewer Department.

If you have any questions, feel free to call us

current

Proposed

20025 Mack Plaza Drive, Grosse Pointe Woods, Michigan 48236-2397
Phone: 313 343-2604 * Fax: 313 343-2785. Email: dairby©gpwmi.us



DWSD Rates

Understanding DWSD Water Rates

This document has been created for elected officials,

governmental employees and citizens throughout

Southeastern Michigan. It is the product of a col

lahorative effort between DWSD and its customers.

`rhe need for a primer on water rates emerged in the

results of a 2003 Customer Satisfaction Survey whete

participants indicated they wanted more information

on rates.. This document will evolve as our water rates

process changes to meet the collective needs of our

community We encourage your feedback and appreci

ate your willingness to learn more about this most

important resource .- water.

The purpose nf DWSD Rates is to introduce the

Detroit Water and Sewerage Department DWSD

process for formulating and calculating water rates.

The elements of the rate formula and a broad over

view of the DX7SD system are presenreci. We believe

that a better understanding of rates can be achieved

when you understand where our water comes from,

how it is delivered to customers, and how we plan to

maintain this system for furute generations.

This Water Rates Summary was published through a

collaborative effort of the Detroit Water and Sewerage

Department, a not-for-profit agency, and its customer

cornmu nit ies



Overview of the Water Rate

Setting Process

Facts About the DWSD Water System

* A riol -!br-prf I .Igci IC't l Z ich rtLJ

* 0" ned in the Cit of Iktroi t atid rtccn e,

tio sub, kilts from propcrtt Faxes.

* l_ se. the Great Lakes. the u-odd's iarc'est

cüiicentration øf Jreh nat er, a, our t' ater

* Large'.t va1er s;-sRn-i in the State of

Michigan.

* Supplies water to four million people.

* Third largest municipal s stem in the

United States.

* Fees are based on co,t of sen ice onh

* Water rates have consistcnth beeti among

the lmest in the nation's twenty largest

municipalities.
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Rate setting is a forward-looking process based on as

sumptions of how much water will he produced and

del.ivered in. the coming- year Predicting the amount

of water that four mil.i.ion people will. use each year is

a ch.ailenge. Water usage varies widel.v, depending on

weath.er, popuiari.on growth antI economic activity.

This annual exercise is similar to deter.mini..ng how

mu.ch m.oney to charge for a group bus trip from

Detroit to Washington. DC. .A.lthough the cost of the

bus trip will vary year to year 3ust as a communig"s

cost of water varies year to year, let's assume that

the cost of the bus does not vary with the number of

people.

You start by estimating how many people will come

on the trip. Then, you divide the fixed cost of the

bus by the estimated number of people. This gives

you the average estimated cost per person. If fewer

people attend than you planned, the ttnit price pet

person goes up- Likewise, if more people attend

and you have the capacity to accommodate them

the p1-ice per person goes down. In the long run, the

number of people that take the trip determines the

price th.at everyone pays for the service.

Like the group trip example, IYIK'SI uses historical

information and data to annually forecast both water

usage and ccists fot water production and delivery

services. DWSD then sets a rare for each customer to

cover irs costs.

By law, Dll'SD can only recover the cost of service - it

cannot make a profit. If "more people ride the bus," or

a lot more water is sold than expected, the extra funds

received mu.st be used for the system and offset the

need to increase rates in fne future. These extra funds

cannot he diverted to nonDWSD activities.

Likewise, if the annual revenue of the water system

is insufficient to meet requirements, future rates may

have to be increased to make up the difference. The

fiscal fortunes of the water urility `are somewhat

dependent upon. the weather. I-lot, dry weather

generally results in more water sales and extra revenue

to he used by the utility in a future year. Cool, damp

wearher can have the opposite effect, generally result

ing in an annual revenue shortfall. Reserve funds are

maintained and policies established for their use to

address both of these scenarios.
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DWSDs Rate Mode' Based on

Approved AWWA Standard

The American Water Wo.rks Association AW'tX'A is

an international, nonprofit, scientihc and educational

society ded.icated to the i.mprovern.enr of onnking

water qua].iry and supp].y DWSD's water rate mode].

fhllows a "Base-Extra Capacity" approach in

accordance with approved AWWA standards.

The Base-Extra Capacity method recognizes that

in addition to providing base service during aver

age cond.it.ions, water systems are ai,so engineered

with the extra capacity to meet castomer demands

during peak usage peritids...As a "Base-Extra Capac

it?' system, DWSI's warer system was designed and

engineered to de]ivcr water at adequate pressures at

peak demands. Ellr example, dunng the hottest day of

the summer, DWSD will deliver over a billion gallons

cii: almost two times a norma] day's production.

In order to effectively operate, maintain, and expand

its system, DWSI ailocates charges to customers

for providing both hase and extra capacity services

hereafter known as "peak demand" services.

Because customers vary in their needs for base and

peak dema,nd services, customers can and do have

different rates, even when they are neighbors.

Collaboration

is Crilical!

-

I tIC Li V an La LC ITIOI_tci i rnuci castel. o unuci Stano

in. a climate of collaboration an.d tru.sr hetween

DWSD and its customers. The rate model is relauvely

complex and misconceptions about: boxy the ra.tes

process works can and have turned adversarial, in

some cases. The model contains more than a dozen

different variables, Why? It attempts to provide a fai,r

and, rational hasis fbr funding water service for 86

different first tier customer communJties,

lb increase collaboration, in 200?, DWSD asked

its cu,stomers to participate in the development of

a 50-year Master Plan. Customer response was sti

positive that DWSD and its customers agreed to form

an ongoIng partnersh.ip, designated as the Technical.

.Advisory Committee IAC consisting of DWSD and

customer poEtical and u.tility leaders. As the sponsor

of this DWSD Rates guide, the TAC is providing a

sustainable forum for collaborative problem solving.

ilJeag

IPD
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Rate Making Steps CaIcuate

1YQ 1 allow b t calcul't

thu -eva it
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2 Units of Service

by Customer

D'Oc1SD rates are based on the philosophy that each

customer should be cha.rged acco.ttiing. to its

indi.vidnal use of the system. Through yeats of

experience and careful study, DWSD has established

a set of Units of Service that is the backbone of the

rate cal.cul.a.tion, As shown io Ex.h.ihit A, City of .Al.I.en

Park Watet Bill 2005: The Units of Service multi

plied by the cost of these units Unit Cost of Service

yields the dol.lar costs fbr thei.r water.

Each Unit of Service ts derived from a Cost Func-

non. Suburban wholesale customer rates contain

1 Cost Funcrions Exhibit B. The rate model for

Detroit residents, who are served by DWSD as retail

customers, has four additional Cost Functions related

to the provision of retail service.

Esti mate

1 System

____

Costs

DWS[ estimates costs for two malor categories:

Operations and Maintenance O&M and Capital

improvement Program Cl?. O&M and CIP projects

are critical to system performance. Each year, DWSD

prepares a detailed O&M budget that delineates

the specific activities necessary to meet customer

demands and maini:ain existing system facilities.

DWSD also reviews and adjusts irs five-year CIP.

This plan identifies new equ.ipment, new facilities,

and rehabilitation projects that muse be undertaken

to meet regulatory repuirements, to operate reliably

and costeffecrively, and to expand the system to meet

future needs.

Mosr of the cost to design and construct CIP pro

ects is financed up front throu.gh the sale of revenue

bonds. Aithough a small percentage of OP projects

are financed with current revenues. DWSD takes

careful. steps when in sells revenue bonds to retain

a favoeable Wall Street rating and to secure l.ower

interest rates that benefit all customers. Currently,

DWSE'srex'enue bonds have favorable rating from

th.e nation's top rating agencies.

Exhibit B, that begins on the following page, sum

marizes the II Cost Functions and describes how the

Units of Service are calculated. Remember that the

Cost Functions for all customers are related to one of

the following concrete measurable results:

amount of water used in the prior year

* average daily water usage

* amount of watet used In peak demand times in

prior years

* fixed measurement of the average distance from

the five water plants to the communin.'

fixed measurements of the elevation average differ

enti.al between a communip; and th.e water plants

costs for providing customer service

meter maintenance costs

The Cost Functions and Units of Service don't exist

in a vacuum. The total costs of operating the system

are parceled, into the Cost Functions on an annual

basis. The assignment proportions are fairly constant

from year to year.

in the process, DWSD determines how much of the

system cost is allocated to providing base service,

meeting peak demand and other Cost Functions. The

logi.c that drives the allocation of total system costs is

provided in th.e descriptions under the term: Alloca

tion Logic. Please refer to All.en Park's Water Bill as

you read.
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Exhibit A: City of AUen Park Water BiU 2005

Dollars are shows per Mef

Exhibit B: The Suburban Who!esale Customer - 11 Cost Functions*

Cost Function AVocation Loqic

1. Base: *This is the amount of water used by a

customer on an average day It is calculated by

dividing the estimated annual sales by 365 days.

Turning to Exhibit A, DWSL forecasts that

Allen Park will use 601.4 thousand cubic feet

McO of water per day over the next year. This

forecast includes unaccounted for water that is

produced bu.t does not reach customer meters.

A portion of the cost of running rhe five water

plants and pumping water i.nto th.e wa.ter system

is allocated to the Base. This cost of $871.99

can he found on Exhibit A in the Unit :osi of

Service. Mu.lripi.v th.e ferecasred units of service

hv the unit cost of service to arrive at al.iocated

cost of base service of i524,4l 5. Note that this

co..:t represe.nt.s 33% of .Aii.en Park.'s total bi.l.i.

Therefore, almost two thi.rds of Ail:en Park.'s

water ch.arge is a.llocated to suppl.ving peak

demand water.

2. Maximum Day Increment: This is the

average amotmt of water used by the customer

above the average day usage. It is measured

on the day that DWSD distributes the highest

amount of water to all of its customers - thus

the term: maximum day This day always occurs

in the summet: On this maximum day for the

system, Allen Park used an average of 64°/a

more water than it does on a normal day 64%

of the base usage yields a total of 386 Mcf per

Even though A].len Park. does not u.se the

additional. 386 Mcf pe.r tia.y year round, it is

cha.ryed. f.ot that amount: because DESD must

design. and. engi.neer the system to provide

maximum amounts of water on demand. DWSD

all.ocates capital costs for th.e purification eclui.p

day.

ment and the pumps re9uired to supply th.is level

of capacity

* The number fot each Cost Function is the same as the Line Number on Exhibit A.
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.Exbihit B: `172e ,S'uhrbn [l7hoIcsale Cus/o/Iwr - 17 `cr1 Lwnclroc.r* 1Y/nIIV/a'CI

Cost Function

3. Peale Hour Increment: This is the amount

of water user! by the customer over and above

the maximum day usage. It is measured on

the hour of the maximum day and occurs in

the hour that DWSD distributes the highest

amount of water to its customers. Obviously,

this peak hour always occurs on a summer day,

although the exact hour of the day varies year

to year.

Referring to Exhibit .A, during its peak hour,

Allen Park used 221. Mcf on top of rhe 988.2

Mcf Base ± Maximum Day inctement. As in

the previous examples, this figure is multiphed

by the Unit Cost of Service to atrive at an

Allocated Cost of Service of $58,625.

4. Base Distance: This is the distance in miles

from the customer's connections to the

DWSD system. Since there are five water

plants and each plant is capable of supplying

water to most customers in the system, the

distance is the average measured distance in

miles between the customer connections and

each of the five water treatment plants.

Referring to Exhibit A, the Units of Service,

12,629.4 is arrived at by multiplying the

distance factor 21 miles by the base usage,

601.4 Mcf.

5. Maximum Day Distance: This Cost Punc

don uses the same distance as base distance.

The Units of Service is arrived at by multi

plying the distance factor 21 miles by the

maximum day increment usage, 386.8 Mcd

6. Peak Hour Distance: This Cost Function

is based on the premise that DWSD must

provide peak capacity through the distribution

network to the customer. The Units of Service

are calculated by multiplying the distance

factor 2Fmiles by the peak hour increment

of 221 Mcf.

AUocation Logic

DX'SI aiioc.ates operational a.nd capital costs

for reservoirs to this Cost Function, Re servoirs

provide storage. anti aliciv DWSD to meet peak.

d.emand, Some. communities have built their own

storage and. are able. to reduce their maximum day

and neak hoar demaods from the. DWSD system.,

r.hus. giving rhe.m an opportunity to reduce. their

water rates,

DWSD pumping costs and FflSD capital costs

of pumping facilities a..re a.llocared ro this Cost

Function. Th.e farther a cust:omer i.s. from the

five water plants, the more the customer will pay

because the base flow has robe pumped a longer

distance.

DWSD allocates capital costs for rehahilk-ating

and building ttansmissi.on. mains large pipes to

this Cost Function.

As in the previ.otrs ken.., D'VSD al.l.ocates. capital

costs fin re.h.ahilira.ting and. huii.ding transmissio.n.

mains to this Cost Function.

* The number for each Cost Function is the sante as the Line Number on Exhibit A,
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Cost Function

7. Base Distance Elevation: The elevation

factor is the measured elevation difference

between the customer connections and the

average elevation of each of the five water

treatment plants.

Referring to F ahibit A, the Units of Service,

12,629,4 is arrived by multiplying the base

distance 21 miles by the elevation factor by

the base usage, 601.4 Mcf. In the case of Allen

Park, it is at the same elevation as the average

elevation of the five water plants, so the Units

of Service are the same as base distance.

8. Maximum Distance .. Elevation: This Cost

Function is based on the premise that DWSD

must provide extra capacity through the

distribution network to get the water to the

customer at the customer's elevation. The

Units of Service are calculated by mul.tiplying

the distance factor 21 miles by the elevation

f.actor by the maximum day increment of

386.8 Mcf.

9. Peak Hour Distance - Elevation: This Cost

Function is based on the premise that DWSD

must provide peak hour demand through the

distribution network by supplying water at the

customer's elevation. The Units of Service

ate calculated by multiplying the distance

factor 21 miles by the elevation factor by the

peak hour increment of 221.0 Mcf.

10. Customer A: This Cost Function is based on

the costs associated with meter reading and the

provision of customer service.

11. Customer B: This Cost Function is based

on the costs associated with installation and

maintenance of meters.

Allocation Logic

DWSD jnpn costs a.nd t.he ca.piral cm .sare

tile Ca. ted to rh.i s Cost fitin co.o o.. Hi e hi her the

eievar.ion of cus.tome.r c000ecriony rite more the

customer will pay because it. takes more energy to

pump wiite.r upliil.l:.

DWSD allocates the operating and capital costs

for booster stations to this Cost hunction.

Booster stations support the delivery of extra

capacity over long dismnces and differences in

elevations.

As in the previous Cost Function, DWSI

allocates the operating and capita] costs for

booster stations to this Cost: Function. Booster

stati.on.s support the. delivering of peak hour

tiemand over long distances and differences in

elevatIons.

DWSD allocates the cost of a portion of

DWSD's Commercial Division to this Cost

Func tic ii.

lWSl allocates the actual cost of meter service

to this Cost Function.

.LixhibL; B: The ,S'ubu, hen Wholesale C'u,oemer I I Cbs! iwnlioite* conhnt/tqI

* The number for each Cost Function is the same as the line Number on Exhibit A.
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Caicufate

3 Rates for
The Units of Service is multiplied by the Unit lost

ot Service to yield Allocated Cost of Service. As
each Customer shown on Exhibit A, the sum of the Allocated

in St.eps I and 2, the overall costs tf ru.nning the sys Cost of Service charges is the overai.i hill for .Al]en

tem are estimated and Units of Service ate calculated, Park, $1,576,947.

In Step 3, DWSD calculates rates for each customer

using four steps:

I. The total, units of service are ca].cuiated by su.m

miog th.e Units of Service for all customers. For

example, to calculate the Base Units of Service,

the 601.4 units in the Allen Park. example ec1ualing

the total sales for the year divided by 365 days plus

unaccounted for water would he added with all the

tither cusromer l3ase [Inits of Service to arrive at a

total figure of 82,682.5 units.

2. The revenu.e recpiirement. known as the T[htal

Utility Basis Revenue Recjuirement, is identified

for each Cost Function using the Allocation Logic

presented in the preceding descriptions of the Cost

Functions.

3. The Total Utility Basis Revenue Requirement is

divided by the Units of Service to arrive at the

Unit Co st of Service. Exhibit C shows how th.e

development of Unit Costs of Service for all the

Cost Functions. Note: these same Unit Costs can

he seen in the All.en Park Bill, Exhibit A.

Exhibit C: Deveopment of Unit Cost of Service, $/Unit

Line
t Fuicho I

*tqtirement

.1 Bat `72Q98,300 82 8Z'5" $87199

2 Maicimnm Da Increment 26124, 0& 5 04 7" 474

3' Pc Ho Increment 75 ,S0Q
,, 2I7Q22 26517

``4 `Sa eD tance 349a,$o. 2,O08422' t67

S MaxirnumD ybstance "`13014700 1 41,646
"

970

lPakHorarDitane ,` `5'163 ``52,2t5 " ,

7 13 eDi anceEle o
"

100 700 ,,645,4'4O 1172

""8' Mazirnum Day Di lace-El vie a Si,2t4 800 ` `1 S470a8 / 277
`

9 Pealt a.jut Distance Fl vanon `20 649 400. 7447157 Z 2773

1O ustomerA 10 454,900 1129,255 926

`11 Cc tome B i 16222, 00'' 440,002 3687

8



Frequenfly Asked Questions

About Rotes

1. Do you have a simple graphic model that

shows a build up of a bill?

Exhibit D is based on the Allen Park bill that shows

the cumulati:ve effect of summing the Allocated Costs

of Services for the Base/Max Day/Peak Flout Cost

Functi.ons.

In addition, the Allocated Costs of Service are color

coded to show groups of costs that are infl.uenced by

Base, Ma.x Day and Peak i-lour factors, making it easy

to see the muitipl.icarive impact on water costs from

changes in Peak flour and Max Day factors.

2. Why do water rates increase?

Water supply, treatment, and delivery are dependent

on an aging infrastructure that must he maintained or

replaced. In addition, the level of required treatment

to comply with safe drinki.ng water standards contin

ues to increase due to regulatory rec1uiremenrs.Water

utilities across the United States are faced with the

need for increased revenues that must, in most cases,

he met frcm water rate increases. Two major expenses

impact rate levels:

* Capital Improvement Program CIP Financing -

Continued improvements from an established CIP

ensure reliable service for an aging infrastructure,

Many CIP projects are also necessary to maintain

Exhibit D: BuHd Up of Aflen Park Water BiD

compliance wi.th environmental regulations. The

CliP changes from year to year depending on

current needs.

Operations & Maintenance O&lve Expense -

Inflation impacts btirh labor anti equ.ipment for

O&M. This ex.pense rises a*s new facilities are con

structed and brought inr.o service, increasing the

amount of O&M that must he performed. O&M

expense can he offset by efficiency achievement

in some areas. O&M expenses are also impacted

by th.e cost of utilities, chemical.s and property

insurance that can increase in price. For instance,

property insurance has risen si.nce the September

11, 2001. terrorist attack, an.d energy costs have

more than doubled in recent years.

3. Why do rates vary so much year to year?

Seasonal usage of water has a dramatic impact on

the overall cost of service, increases or decreases

in maximum day or peak hour increments due to

changes in lawn watering contribute costs to six

different Units of Service: Maximum Day Increment,

Peak Hour increment, Maximum Day Distance, Peak

Flour Distance, Maximum Day Distance-Elevation,

a.nd Peak Hour Distance - Filevanion. in the Allen

Park example, these six different Units of Service

affect 46°/a of the total charge.

P 1 Un ir Di u lie ,non 128,685.00

Pod I loui I - I ° o Pc I I our Di tanc ` 15,020.00

Pc I Houi Inc c `nr 8 625.00 4 `A

Ba Liv non 148026.00 10% I
Ba rot 1 = B se Di tanc 147 386 00 10 %

Ba.e 52441500 3 %

1,539,,8.00 IOU 0/n

9



4. Why do some neighboring communities

have such different rates?

Community asage of water. driven by l.ot size anti

amount and type of development has a significant

impact on rate charges. Elevation, and distance also

have an impact when comparing neighboring commu.

nities. For example, helow you wi.U find a. comparison

of water rates in neighhoring communities.

Analysis:

Community `W' has a rate of $19.17 per Mcf iris

$4.91 higher than Community "B's" rare of $14.26,

The lion's share of this rate differential can he found

in Cost Functions 7, 8, and 9, those associated with

elevation. Commun.iry `W' is at higher eleva.rion than

Community "B" hy a factor of 8.8 43.2 34.4 and

this difference results in $3.38 $10.l0-$6.72.

Community "A"

5. What can my community do to control its rates?

DWSD's recently completed 50 Year Master Plan

forecasts that, i.n long-term, rates will increase on

average, 60/a per year. Approximately 3°/s of this

increase is allotted. t:o the impact of :nfiation on

operan.ons and, maintenance costs. The other 3%

increase results from C1P projects. Over m'o thirds of

th.e C1P is targeted at system reh.ahiliration, much, of

which is driven by regulatory requirements.

Communities should focu.s on eiimioadng waste

within their system and on educating citizens and

husinesses on environ.mentally sound watering

practices. In the long run, these initiatives will reduce

peak demands an.d will resu.lr i.n lower costs assigned

to them.

ost 13 MwDa JegtU : row Etennca

tfhnctaort
N

cft

1 2

4,5,6

7,8,9

0th r

$2.69

1.06

1.56

0.18

$ 2Th

1.65

6.89

036

0.39

1 64

52$

3.11

10.10

0.1

-

4Y2

N

TthaV %549 - 12 240
jv

a7i :
/

Community "B"

Bae MDa1 Peakilo r - oS F1etn

Funç on Pac

12 3 2.65 $195 0.44 u.04

4, D, 6 .094 1.05 0.42 2.41 "`-,

7 $ 9 1.23 3.92 1.57 6.72 344/

0th i 0.09

Thai 4.91 692 24 $4261:

10



6. Does storage reduce rates?

Yks. Communities that have water storage systems

may he able to reduce or eliminate costs associated

with providing extra capacity Be]ow, you will find a

tate comparison of commu.nities with a.nd withou.t

storage.

DWSD provides ``retail'' or direct end user services

to customers in the City of Detroit. These services

include local collection, customer servIce, etc. The

DWSD rates to the City of Detroit customers include

an element to cover the costs of these services.

Rate Comparison With and Without Storage

Pea 1*:

`A 4.49 3.19 0 7.59/Mcf

B' 391 0 8. /M t

No Ba MaDv Pea'Tbtai

Storage N

5.71 8.79 1.14 l5.64/M

D 3.68 6.41 13 1 Xh/Mf

7. Will sprinkler meters help me reduce my

community's water rates?

The impact of sprinkler meters on communip; rates

is variable. When sprinkler meters a.re i.nsralled, the

outdoor water usage is generally exempt from

community sewer charges because sewer bills are

based on water usage. in these cases, homeowners

tend to increase their water usage, resulting in higher

community demands peaking factors and higher

rates from DWSD.

S. What costs are included in my water rates?

It is important to remember that DWSD provides

"wholesale" service to all customers of rh.e system.

DWSD rates to suburban customers do not include a

"retail" element - DWSD bills the individual com

munities and districts for water usage. `The individual

commun.ities then add on th.ei.r own retail elements

and directly bill end users.

Each communiry has its own infrasrructure of pipes,

water mains, pumps, and in some cases storage tanks.

This infrastructure requires maintenance and expan

sion in growing communities. Communities also have

to run htlhng and collecurn functions. Each corn

munipi m.akes its own decisions on what to ch.arge

customers for water.

in the rate model9. Are significant changes

under consideration?

Yes. The Technical Advisory Committee sponsored

Water Rates and Water Contract Work Groups

are exploring changes to the current methodology

parameters including peaking, distance and elevation

factors. As these discussions occur, customers will be

asked for input and feedback. Customers aix always

welcome at work group meetings.
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10. How are customers involved in the rate

setting process?

Wbolesai.e cu.stomers are involved i.n the process

through mailings, work grou.p meetings, indivi.du.a].

meetings, and informational briefings.

Th.e rate-setting schedu.le goes from August to

February with rhe new rates approved by the Board

of Water Commissioners BOWC and the Detroit

:7 Couocl. New rates go effect in July.

Each fail, DWSD sends customers flow projections

for review and feedback. These flow projections

are based on each customer's hisroncal trend. If a

customer feels their data wil.l change significant:iy in

the coming year, their revised projection is used.

DWSD, through the Water Rates Work Group of

the Technical Advisory Committee, holds a series of

meetings during the "rates season" to share informa

tion that will he used for rate calculations and prelimi

nary information regarding rate development.

The planned schedule fur these meetings is shown

below.

11. Is it true that DWSD makes a profit on

the water system?

No, DWSD is not legally allowed no make or seek

pro Li r 5.

By .Michigan .lau DWS.D and other utilities like

Kalamazoo a.re al.lowed to ch.aege customers a return

on invesrm.ent for the facil.iries rhar its citizens have

invested in to provide water to its customers. This

return on investmen.t fee is often mista.keniy confused

with profit. The City of Detroit returns this fee to

irs citizens in the form of lower rates. This fee is not

returned in. any pt rtion to the operating funds for the

Cig of Detroit.

Rate Setfing Schedule

August P eliminar it. ew 01 pre on e t ems]. tip nthture ant]. `at r billed.

Septembet DSD ona do OCtifl fo nety `swa nag EtirnLdprojcons

ci entroec]icutmer.

October DWSD develops addtion I units of ervic i fornia on and d t rmine p eliminayy

cci t to nance and p r te s rena and pie en to cci torn r

November DMSD an I e prelimmar venu i qu emer and units of ce o d ernun

pre]nninat cost of is c a]]oca on nd p e nts o u om

December Board f Wa Cr Cornnn sion rs Rate W rk hop held. DWSD notifies BO of

rat p opo Is ndm prelirninarytat n rifle ons to us outer

January Mee ngs wi ndividua] ens outer communities as eques ed Board of Water m-

ml sioneis pub c aring and ppro a]..

February i Council public e dog Ra es ppro d b Ci Counc 1.

Jul New ra e effecti e on all bilisi sued on or ft r August 1.
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Detroit Water System Map DWSD Water System Basics

The DWSI water system emerged in the early 1700's

when water was drawn from the Detroit River hy

dipping pails and casks and dei.ivered by horse and

wagon. in 1827, the citizens of Derroi.t instal.ied the

first water d.istribution system to serve a popul.ation

of 1,500 residents at a cost of $10 per year.

The system has evol.ved and now provides an average

of 650 mi.ilion. ga].lons of water each day to over four

niihion people in Southeastern Mi.chigan. Today, there

are more than 2,000 employees in DWSD wh.o strive

dai].y to perform their mission:

`Ia exceed our customere' expectation.e throigh the innovative

treatment and transmission of water and uvesieivatei and the

prodsion of services thatpromote healthy communities and

economic growth.

Overall, the DWSD service area covers 1,215 square

miles. in addition to the residents of the city of

Detroit, the DWSD system provides water to 125

communities, extending in area from Flint in the

north to Monroe County in the sou.rh and to Ypsilanti

in th..e west.

DWSD draws water from the Detroit River and Lake

Huron. Three intakes supply raw water to DWSD's

five water treatment plants. These plants distribute

water tl:i.rough 3,400 miles of water pipes using 22

pumping stations and 17 reservoirs, all designed to

deliver adequate pressure to customers from freezing

winter morni.ngs to the sweltering summer after

noons.

DWSD takes its role very seriously in protecting

the health and well being of its customers. Tk.e US.

Geological Survey Michigan Department of

Environmental Quality MDEQf and DWSD

constantly strive to identify potential containi.nation

threats to the water supply system Over the next ten

years, DWSI plans to make man.y improvements to

meet and/or exceed state water qualig' standards.

37 13W,SD / a area ncdall a nit/es

ethn asa ii flh4sF4fa4nj f 0$ S

a Co n!y
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What Happens When You

Turn on your Faucet?

Depending on where you live, you.r water can travel

several hundred miles hefore it reaches your home.

This journey begins either from the Det.roit River or

Lake Huro.n where the water travels through an intake

structure to a water treatment p].ant.

Ar the pl.ants, the water is treated through a. three-step

process and disinfected to produce safe drinldng

water. 1-luge pumps at DWSD's plants deliver the

water into the distrihurion. sysi:em. Then, additional

pumping stations and large water reservoirs, strategi

cally located throughout the system, ensure that

water pressure s maintained at or above the MDFQ

guidelines.

After travel.ing through pumps, pipes and reservoirs,

the water arrives at the horder of DWSD's water

cusi:omer communities. Most communities then

distrihute a.nd seE the DWS[ water to their citizens,

for example, Dearborn or Washington Township.

Some of the communitie.s are who.iesalers, mean

ing they sell water to other comm.u.nities. Flint is a.n

example of a wholesale customer, And, a few of the

commu.nities have joined together to Iorm aut:h.ori

ties. An example is the Sou.th.eastern Oakland County

Water Authority @CCWA. But,, for all types of

customers, the DWSD water gpically travels through

master meters at the community border and enters a

local distrihuoon system. From there it is moved to

homes, buildings, factories, and even farms th.rough

a non-DWSD system of pipes, pumps, and in some

cases, storage tanks.

/
f
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Glossary

AWWA: American Water bt-ks Association

Base-Extra Capacity: An AWWA approved rare

methodology used by uril.ities to he reimbursed for

costs to supply water under average conditions and

under peak demand conditions.

Board of Water Commissioners [BOWC]: By Ciw

Charter, th.e BOWC is charged with the governance

of DWSD. The Mayor appoints the members of

the Board. The members serve four-year terms and

the terms are staggered so that not more than two

members' terms expire each year. The City Charter

provides that at least four members of the Board

must be residents of the City The Board consists of

foui City residents plus three members representing

suburban wholesale customers.

Capital Improvement Program: The typical capita.l

project consists of three distinct phases: study,

design, and construction, in some cases, phases are

combined, such as study/design or design/construc

tion. For capital program purposes, each phase is

considered to he a separate project. Financing is

committed only for the current project phase, and not

for any subsequent phase until that phase has been

authorized to start.

Capital improvement programs cover a five-fiscal-

year planning horizon. However, only the first year

or two of the programs are actually funded. The

department uses the pay as you go method of capital

project funding rather than financi.ng projects 100%

in advance. The department uses maximum debt

financing to pay for the capital programs. This means

that the programs are paid for primarily through t:h.e

sale of revenue bonds, with only a small amount

of capital financing provided directly from annual

revenues. Th.ese fiscal policies allow the d.epartment

to minimize the impact of the capital programs on

water and sewage rates.

Cost Function: The cost elements that make up

the Rate Model. These elements originate from the

Base-Extra Capacsty rate making methodology used

by DWSD.

Cost of Service Allocation: The process of dividing

the cost of operating the water system to the various

functions needed to provide water to customer.

Fifty-Year Water Master Plan: DWSD has devel

oped a large-scale master plan to assess the depart

ment's infrastructure n.eeds civer rh.e next 50 years.

Th.i.s master plan was delivered in 2004,

First Tier Water Customers: Water cu.stomers that

have contracts for water d.eiivery service with DWSD.

There are 86 First Tier customer commu.nities.

Mcf: 1000 cubic feet for approximately 7500 gallons

of water.

Master Meter: A hilling meter that records a com

munity's water consumption.

Operations and Maintenance Costs: The costs

associa.ted with operating and maintaining the water

plants and the distributson system.

TAC Water Rates Work Group: A cross functional

team of DWSD and customer personnel who work

collahoranvely to idenufy and resolve rate issues.

Technical Advisory Committee [TACJ; The

Technical Advisory Committee was created in 2003

as a partnership between DWSD and its customers

to address water related issues that affect a large

population of the customer base. There are currently

individual workgroups that meet on a 4-6 week sched

ule dedicated to problem solving, education, and

customer communication. The current key goals of

the TAC are as follows:

Negotiate a new model water contract with each

wholesale customer community

Develop emergency communication protocols that

continually address emergency preparedness.

Working with .Elected Officials to address issues as

they are identified,

Create rate setting policies and education that strive

to satisfy the needs of the customer and DWSD.

Unaccounted for Water: Unaccounted for water is

the difference henveen the total an.nual voiu.me of

water produced at the water treatment plants and the

total annual volume of metered water consumption.

This unaccounted for water stems from leaks in the

transmission system, meter inaccuracies, lack of

precise measurements of the actual water produced at

the plants, and use of water for other purposes that is

not metered such as fire fighting, etc.

Units of Service: The amount of service used by

customer for each Cost: Function.
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