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June 13, 2005

TO: John Szerlag, City Manager

FROM: Brian Murphy, Assistant City Manager/Services
Steven J. Vandette, City Engineeg v

SUBJECT: Agenda ltem — Water Sysiem Feasibility Study

Late last year, Phase 1 Findings from the Water System Feasibility Study were released
to the public and in early January 2005 the Detroit Free Press reported on the three
options (article attached) that were identified in the study for provnding water from new
facilities separate from the Detroit Water System.

‘The findings indicated that while it would cost more in the near term to construct a new
water system than to purchase water from DWSD, the estimated water rate might come
close but never be less than the Detroit rate. Only using the most pessimistic of Detroit
rate increase projections (10% per year) would the rates be equal in about 2017. A
more conservative and more realistic rate projection based on recent history and Detroit
projections yields a Detroit rate that is approximately 33% lower than the new system
rate in 2020 but the new system rate might never be as low as the Detroit rate. Based
on these findings the Water Feasibility Study Committee decided in February to go in a
different direction which was designated Phase 2A.

Phase 2A of the Study, Expanded Regional Approach/Lake Huron, was to look at the
feasibility of purchasing water system assets from Detroit rather than duplicating them
within the member communities and taking a larger regional approach that would
include participation with Genesee County and the City of Flint. This larger regional
system would use nearly all the water produced by DWSD’s Port Huron plant and use
existing DWSD water system facilities north of 8 Mile Road. The economics of this
approach were similar to the Phase 1 results and it has been the recommendation of
the Steering Committee (see attached letter) with concurrence from the participating
communities that the study be concluded at this point.

Please advise should you need any additional information.
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May 27, 2005

Member Community far
Water Systern Feasibility Study

Baference: Phase 24

AL our fast meeting on February 2, 2005, it was decided to proceed with Phase 2A
Since that February 2™ meeting, the Steering Committee, and O'Rrien and Gere, have
met with the Genesee County Drain Commissioners Office, the City of Fint, and
SEMCOG. Also O'Brien and Gere has researched the Delroit Waler and Sewer
ﬁi‘parfmpﬂt rm& S0) Water ?‘ﬁi‘iﬁSEF‘f Plan and found information on the value of various
assels o

The meeling with the Genesee Courly Drain Commissioners” Office  basically:
reconfirmed the information we gathered at our meeling last fall, that they are stil
tooking at building a new zﬁi;} fine to provide either raw water or fresh water from Lake
Huron, and either a new waler treatment plant near the Lake or in Genesee County. It
- appears that the rmz fo ramdum fresh water will exceed the projecied DWSD :aia?

- City of Fiint was our first mealing with this ¢o ;
thr» pmmﬂsﬁ r:r: ug:‘g asng their waler treatment plant waxzm has noi nper&tmﬁ for many
vears, This upgrade is required by MDEQ fo provide a second source of supply 1o
backup the DWi};} supply. Flint 1s locking at 2 possible option of u;‘@%r&img the plant on
4 full time basis, and having the DW Sﬂ supply as the backup The Flint water treatment
plant appears t have enough capacity o service Flint and possible Genesee County
conmunities but does not have adequale supply capacily o service Qakland or
Macomb County communities. ‘

The n meeti ing at SEMCOG 'e,as a preseptation of an overview of Phase 1 1o Water
Gluality Consorfium = Regional 5@ awuaiﬁw Coordination T@!Em

The results of 0'Brien and Gare research of the i‘}WH{} Master Plan, on a preliminary
basis, indicates that a regional approach cost for beated waler, as mmgmsed for Phase
2A, would be srimmr to the pé‘%a@ 1 results o iy

HE U

wmunity. Flintisin



WMay 27, 20
?\mebw Communit

System F ea

£ ?D ﬁm'dudﬁ% this study at

md 1o you aiong

> TRCOMMS endation of the Sleering ?@rmn*?ﬁi‘ﬂ

[ *:13; Wiater and &

Gensses Counly
e Fartns Wal wf Pla
~ Regional Infra:

[ informati

{tkgi'&m ;zmﬁ
cantract with
s by June 8

h‘y P Hane
hor of Fing




Suburbs' tab to go it alone: $1.42 billion Page l of 2

Meiro news

E-MAIL THIS STORY | PRINTER-FRIENDLY FORMAT

Suburbs’ tab to go it alone: $1.42 billion

Wayne, Oakland, Macomb explore water plant

options
January 5, 2005

BY MARY OWEN
FREE PRESS STAFF WRITER

The price tag for breaking loose from the Detroit water monopoly? $1.42

billion.

That's the bill for a new water treatment plant to
serve nearly 800,000 customers in Wayne, Oakland
and Macomb counties and free them from Detroit
water fees, according to a report suburban officials
are to receive this week.

The study follows years of litigation and trash-
talking between Detroit and some of its 125
suburban customers over double-digit increases.
Twenty-three communities in the three counties
paid $200,000 to see whether providing their own
water is even possibie.

The options? There are fhree, but each would take
3-4 years to complete and none would result in
savings until 2-3 years afterward:

Option 1: Build a new water treatment plant costing
$1.42 billion. The study calculated usage for the
almost 800,000 residents in the 23 communities
that participated in the study. The study did not
identify a possible location.

Option 2: Build 2 water treatment plant for only
communities in Macomb and Wayne counties that
took part in the study. This plan would cost $363
million and treat one-fourth of the water treated in
the larger plant in Option 1.

Option 3: Use the excess capacity at existing water
treatment plants in Mt. Clemens, Highland Park and

POSSIBILITIES

Option 1: A whole
new water treatment
plant for all residents
in 23 communities that
participated in the
study -- nearly
800,000 people. Cost:
$1.42 billion.

Option 2: A new
water treatment plant
for only the Macomb
and Wayne county
communities that
participated in the
study. Cost: $363
million.

Option 3: Use the
excess capacity and
expand existing waier
treatment plants in Mt.
Clemens, Highland
Park and Grosse
Pointe Farms. Cost:
$310 million.

Source: Stalf reports

Grosse FPointe Farms, which could treat an additional 20 million gallons per
day. It would cost $310 million for construction and re-tooling the existing

plants.

The next move is uncertain.

All the communities will review the results and then determine what's next,

said Roy Rose, a consuiting engineer with Anderson, Eckstein and Westrick,
based in Shelby Township. A five-person steering committee will make
recommendations to help the communities decide. "Nobody has done this in
the past," said Rese, who is acting as a consultant for communities. "Whether
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Suburbs' tab to go it alone: $1.42 billion

it makes sense remains to be seen. If it doesn't make sense to do it today,
that's fine. We can put it on the sheif, but we can always dust it off if Detroit
raises rates like they've done in the last four or five years."

If the communities pick an option, they will authorize a final phase of the
study, which is to cost an additional $160,000. The final phase will examine
specifics for the plan, review legal requirements and other considerations. it is
unclear when a decision will be made.

St. Clair Shores held a hearing Monday, but most communities have yet to
see the study. Detroit Water and Sewerage Department spokesman George
Ellenwood said he suspects that cash-strapped communities would see it's
more appealing to stick with Detroit.

Customer reiationis have improved significantly, he said, especially since
proposed suburban water rates are slated to increase by an average of only 4
percent in 2005-06, contrasting with double-digit rate upticks in past years.

"Ideally, economic factors would influence this," Ellenweod said. "Practically,
there might be political reasons behind a decision.”

The dispute has strained relations between Detroit and the suburbs at least
since the 1980s. Last year, rates increased 8.1 percent and 12 percent the
year before that for the Southeastern Oakland County Water Authority, which
represents 11 communities.

But for the 2005-06 year, John Schandevel, an engineer for the Southeastern
Oakland County Water Authority, said Detroit proposed to increase that
authority's rates by only 0.3 percent, the lowest in years. He said staying with
Detroit would be wise if increases remained low, but it's impossible to know.

"l guess that remains to be seen,” Schandevel said. "I think this is going to be
an ongoing probiem.” The study does not have ali the answers, but it will be
used as a tool, he said.

Suburbs said in June that it was their obligation to explore ways to reduce
costs to citizens. Those communities, which opted to take part.in the study,
were Bloomfield Hills, Bloomfield Township, Center Line, Eastpointe, Fraser,
Grosse Pointe Shores, Madison Heights, Oak Park, Pontiac, Troy, St. Clair
Shores, Warren and 11 cities that make up the Southsastern Oakland County
Water Authority. The 11 communities are: Berkiey, Beverly Hills, Bingham
Farms, Birmingham, Clawson, Huntington Woods, Lathrup Village, Pleasant
Ridge, Royal Oak, Southfield and Southfield Township.

There are siightly tess than 800,000 people in all the participating
communities. If they choose to move forward with one of the study's three
options, the communities would divide the costs and pay for it through bonds.
Whether or not voters would vote on the bonds first is unknown. The
communities also need to think about how the decision should affect the
region, said Chuck Hersey, manager of environmental programs for the
Southeast Michigan Council of Governments. He said he expects that other
communities’ costs will be affected if more than 20 customers stop buying
water from Detroit.

The study was done by New York-based O'Brien & Gere Engineers, which
recentiy completed a similar feasibility study in central Kentucky for
communities looking for alternative water sources.

Contact MARY OWEN at 586-463-1827 or owen@freeprass.com.
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