














Additional Agenda ltem

Understanding the Water Rate Increase

New Water Rates Effective November 1, 2015

Fixed Rates (Quarterly Flat Rates):
What entity affects the rates?

Readiness to Serve —Water.................... $12.78 CTDPW, DWSD

Readiness to Serve — SeWer........cocou..... $33.66 CTDPW, DWSD, MCWDD, OMID

Readiness to Serve — Sprinkler Meter....... $8.00 CTDPW

Debt Service — Water......ceveeieiiiiiciineecnnn, $1.00 CTDPW

Debt Service — SeWer ....oovveveeiiiviiiiiiiiee, $9.00 CTDPW, MCWDD, OMID

Commodity Rates (per 1,000 gallons): Dﬁﬂ

Water e, $3.58 CTDPW, DWSD

L $5.54 CTDPW, DWSD, MCWDD, OMID

Amount of Each Rate That Pertains to Each Group
CTDPW DWSD MCWDD OMID

Readiness to Serve — Water ($12.78) $3.64 $9.14 - -
Readiness to Serve — Sewer ($33.66) $6.11 $22.93 $4.08 50.54
Readiness to Serve — Sprinkler Meter (S8.00) $8.00 - - -
Debt Service — Water ($1.00) $1.00 - - -
Debt Service — Sewer ($9.00) §1.43 - $5.50 $2.07
Water (53.58) $2.11 $1.47 - -
Sewer (55.54) $2.27 $1.30 S0.50 . $1.47

The Entities That Affect the Water and Sewer Rates

Chesterfield Township Department of Public Works (CTDPW):

While Detroit provides the water to supply our system, our DPW works diligently to operate, maintain
and repair the water and sewer systems that runs throughout Chesterfield Township.

Detroit Water & Sewerage Department (DWSD):

The DWSD is where we obtain our drinking water. We have five meter pit locations throughout the
township that attach to DWSD's water supply system. This enables the township to adequately supply
drinking water, while minimizing pressure losses throughout the township.

The DWSD also treats all of the sewage that comes from our township. We have one main trunk line

that runs down 1-94 into Harrison Township, which ultimately runs from the MCWDD to the OMID, and
ends at the DWSD wastewater treatment plant on the southwest corner of Detroit.
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On July 1, 2015 the DWSD increased their fixed costs to the township from 40% to 60%. This assures
that DWSD will collect 60% of their fee, without selling any water. They also determined in 2014 that
100% of their sewage costs are fixed costs and are billed to the township as such.

Since the DWSD is charging the township a majority of their costs as a fixed fee, it is necessary for the
township to make appropriate changes to their rate methodology. This includes increasing the fixed
readiness to serve charge and adding a fixed debt service charge to ensure that the township collects
the appropriate revenues to cover these fixed costs.

Macomb County Wastewater Disposal District (MCWDD):

The MCWDD is comprised of 11 communities: Chesterfield Township, Clinton Tewnship, Fraser,
Harrison Township, Lenox Township, Macomb Township, New Haven, Shelby Township, Sterling Heights,
Utica, and Washington Township. The MCWDD owns the pipeline through which our sewage runs after
it leaves our Township. MCWDD charges 100% of their operation and maintenance costs, along with the
township’s share of their bond debt as a fixed cost.

Oakland/Macomb Interceptor Drain (OMID):

Oakland and Macomb Counties now have jurisdiction over a set of interceptors that connect to the
DWSD sewer system. The MCWDD connects to this interceptor, which is the sewer pipeline through
which our sewage flows to Detroit. OMID charges 100% of their operation and maintenance costs,
along with the township’s share of their bond debt as a fixed cost.

What do these charges cover?

Readiness to Serve Fixed Charge: The readiness to serve charge covers the cost of the operation,
maintenance and repair of the infrastructure of Chesterfield Township, the delivery of water, as well as
a portion of the fixed costs incurred from the DWSD, OMID and MCWDD.

Debt Service Fixed Charge: The debt service charge covers a portion of the debt that Chesterfield
Township has incurred. Currently, the Township has two personal debts totaling approximately $5
million. Beyond that, Chesterfield Township has approximately $30 million in debt to pay to MCWDD,
and $6 million in debt to OMID. The debt from MCWDD and OMID are a result of major repairs to
several sewer interceptors along the flow path to DWSD for treatment.

Commodity Rates: This rate is applied to the amount of water you use and is charge in 1,000 gallon
units. This charge covers the cost to operate and maintain Chesterfield Township’s water and sewer
systems. Additionally, this charge covers the remaining portion the readiness to serve charge and the
debt service charge not collected as a fixed fee.



Fixed Charges: Fixed charges are applied to each customer’s hill based upon either; (1) the amount of
units served or (2) by an equivalent meter factor. The equivalent meter factor is applied to non-
residential customers based on the size of the water meter. The following table provides the breakdown

of the equivalent meter charge factor.

Equivalent Meter
Factors
Meter Size Meter
(Inches) Ratios
5/8" 1.0
3/4" 1.0
1" 1.0
1-1/2" 5.0
2y 8.0
3" 16.0
4" 25.0
6" 50.0
8" 80.0
10" 115.0 DHAFT



EXHIBIT 1

Option 4: Fixed Increase w/6 Month Reserve

CHARTER TOWNSHIP OF CHESTERFIELD

TABLE 10
Summary Water and Sewer Rates
Existing Rates Proposed Rate Options
Option 4: Fixed Option 6: Pass All
Increase w/6 Month Fixed Fees as
2014 Reserve Fixed
Fixed Fees (artlyBilling Unit or Equiv. Mtr.)

WReadiness to Serve Water $8.00 $12.78 $37.10
Readiness to Serve Sewer $7.00 $33.66 $60.57
lDebt Service Water $0.00 $1.00 $3.23
IDebt Service Sewer $0.00 $9.00 $37.63
Total Fixed Fees (Qrtly/Billing Unit or Equiv. Mtr.) $15.00 $56.44 $138.53
Commodity Fees (per 1,000 gallons)

Mater $3.80 $3.58 $2.57
Sewer $5.88 $5.54 $1.34
Typical Residential Quarterly Payment
(Using 14.4 - 1,000 Gallon/Quarter) $153.97 L $194.08
Typ. Increase on Residential Qrtly Payment 21.7% 26.4%
IAnnual Revenue/Deficit -$1,625,221 -$1,621,342
Year End Utilities Fund Cash Reserve $11,608,330 $9,983,109 $9,986,988
Required Cash Reserve
(6-Month of Expenses) 99,971,298 $9.971.295

IReserve Excess/Shortfall $11,811 $15,689
Township Percent Fixed Water " " o
(DWSD 60%) 12% 19% 48%
Township Percent Fixed Sewer = § i

(DWSD 100%) Hb i oa

Recommendation is to approve Option 4, with a 5 year plan to transition to

ption 6 fixed fees.
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