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CITY of NOVI CITY COUNCIL

Agenda Item 0
November 22, 2010

SUBJECT: Adoption of a Resolution to approve Amendment No.1 to the Water Service Contract
with the Detroit Water and Sewerage Department based on improvements in the City's
maximum day and peak hour usage performance.

SUBMITTING DEPARTMENT: Departmen~ublic Services, Water and SeweLQiyision

CITY MANAGER APPROVa-. 7-
I ESTIMATED ANNUAL EXPENDITURES ~;1l00;oOO (OFFSET BY USER CHARGES)

BACKGROUND INFORMATION:

In June 2009, the City of Novi approved a new contract with the Detroit Water and
Sewerage Department (DWSD) to provide potable water to our community. Part of the 30­
year agreement requires periodic reviews and negotiations to adjust key water use
parameters in the contract that are ultimately used to determine bulk water rates.
Specifically, actual data from the first two years of the contract are used to adjust the
original contract's values for annual volume, maximum day flow rate and peak hour flow
rate. Based on the City's successful and aggressive water management program begun
in 2008, we have experienced a reduction in each of these categories, most notably the
peak hour flow rate:

Parameter OriainaJ Contract Value Amendment No.1 Value
Projected Maximum Volume IMCFl 325,000 281,800
Maximum Day Flow Rate IMGDI 18.57 17.30*
Peak Hour Flow Rate (MGDI 34.53 25.50*

* Values shown for 2011 only. Amendment NO.1 values proposed for 2012 and 2013 are lower.

In order to incorporate these lower values in the 2011-2012 rate calculations, it is necessary
to amend the contract before the end of this calendar year.

The City's water contract negotiation team met with DWSD on October 14, 2010 to discuss
Exhibits A and B of the contract. which contain requirements for maintenance
responsibilities and pressure/flow/volume, respectively. At this meeting, City
representatives agreed to minor corrections to the Exhibit A details for meter locations and
external/emergency water connections to the City of Novi. The City's water rate
consultant, OHM, developed the values for Exhibit B based on historical values and the
success of the summer water management and education program (see OHM's
November 2, 2010 memorandum, attached), and DWSD representatives concurred with
these values.

The City Attorney's office has favorably reviewed the contract amendment (see Beth
Kudla's November 3 and November 11,2010 letters, attached).



Our shared goal with DWSD through the contract is to focus on providing water services to
meet the demands of our community in the most efficient and economic way possible
and with the least amount of rate volatility. Incorporating lower volume/flow values into
the contract will help the City of Novi to secure the lowest possible bulk water rate
beginning July 1, 2011 through the next periodic review slated for late 2013.

RECOMMENDED ACTION: Adoption of a Resolution to approve Amendment NO.1 to the Water
Service Contract with the Detroit Water and Sewerage Department based on
improvements in the City's maximum day and peak hour usage performance.
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RESOLUTION OF APPROVAL

AMENDMENT NO.1 TO WATER SERVICE CONTRACT

WHEREAS, the City of Detroit owns and operates a public water supply
system that supplies potable water to the City of Novi; and,

WHEREAS, on June 1, 2009, the City of Novi approved a Water Service
Contract with the City of Detroit that reflects the terms and
conditions governing the purchase and delivery of potable
water; and,

WHEREAS, the Water Service Contract provides a means for all customers to
have a long-term supply of potable water that meets or exceeds
State of Michigan and federal regulatory requirements for
drinking water quality and safety, and at the lowest reasonable
rates; and,

WHEREAS, the proposed Amendment NO.1 to the Water Service Contract
adjusts three parameters [annual volume, maximum day usage
and peak hour usage) to reflect a better estimate of actual
usage; and,

WHEREAS, the reduction in annual volume, maximum day usage and peak
hour usage reflected in Amendrnent No. 1 will help the City of
Novi to secure the lowest reasonable bulk water rate beginning
July 1,2011; and

WHEREAS, Article 15 of the Water Service Contract permits the parties to
amend the Water Service Contract by mutual agreement.

NOW THEREFORE BE IT RESOLVED that the City Council of the City of Novi
requests that the terms of the Water Service Contract with the City of Detroit
define and include Amendment NO.1.

CERTIFICATION

I, Maryanne Cornelius, duly appointed Clerk of the City of Nov!. do hereby certify
that the foregoing is a true and complete copy of a resolution adopted by the
City Council of the City of Novi at a Regular meeting held this 22nd day of
November, 2010.

Maryanne Cornelius
City Clerk
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November 9,2010

City Clerk
City of Novi
45175 WestTen Mile Road
Novi, Michigan 48375

RE: Water Service Contract Amendment

. Dear City Cleric

Enclosed please find two originals of the Amendment No. 1 to Water Service
Contract Between City of Detroit and City of Novi. Please ensure that:

1. Each of the two original Amendments enclosed are executed by the
appropriate person(s);

2. The date on which your legislative body approved the contract is entered on
the signature page;

3. Both original Amendments are returned to my attention;
4. A copy of your legislative body's resolution or' other similar certification

evidencing approval of the Amendment accompanies the documents; and
5. The oliginal documents are not stapled.

Once the Detroit Board of Water Commissioners and the Detroit City Council
approve the Amendment, I wilh'eturn one fully executed, Oliginal Amendment to your
attention. Please note that this process will take several months to complete.

Should you have any questions regarding these matters, please contact me at your
convenience at 313-237-5032.

Sincerely,

Laurie A. Koester
Assistant Corporation Counsel

Enclosure

cc: DPS Director, 26300 Dewal, Novi, MI 48375

{G:IDOCSICONTRAC1\hOhwl\a41OOOlltrlL·H2751.DOC}



AMENDMENT NO.1 TO WATER SERVICE CONTRACT
BETWEEN

CITY OF DETROIT
AND

CITY OF NOVI

This Amendment Agreement No.1 ("Amendment") is made between the City of Detroit,
a municipal corporation, by its Water and Sewerage Depaltment and Board of Water
Conunissioners (the "Board"), and the City of Novi, a municipal corporation ("Customer"). The
Board and Customer are collectively refelTed to as the "Parties".

Whereas, the City of Detroit owns a public water supply system ("System") operated by
the Board; and

Whereas, on July 21,2009, the Parties entered into a Water Service Contract ("Contract")
reflecting the terms and conditions governing the delivery and purchase of potable water; and

Whereas, the pUlpose of the Contract is to provide for the long-term service of potable
water to Customer; and

Whereas, Article 15 of the Contract permits the Parties to amend the Contract by mutual
agreement; and

Whereas, it is the mutual desire of the Pmties to enter into this Amendment to mnend the
Contract as set out in detail in the following sections; and

ACCORDINGLY, THE PARTIES AGREE AS FOLLOWS:

1.01 Section 3.01 of the Contract is amended by deleting the existing language and
substituting the following language in its place:

Early Termination Costs. In addition to any other remedies provided for by law or by the
terms of this Contract, Customer shall be liable to the Board for the payment of any costs
incUlTed by the Board related to providing water to Customer in the event Customer
tenninates this Contract before the conclusion of a Contract TenD ("Em·ly Termination
Costs"), unless Customer terminates this Contract for cause in accordance with Article
10; provided, however, that payment of such Early Termination Costs by Customer shall
not entitle Customer to receive water service from the Bom·d.

2.01 A new Section 3.05 shall be added as follows:

Customer Annexation or Consolidation. In the event the tenitory of Customer is annexed
or consolidated with another Michigan municipal corporation and if said municipal
corporation Js a current customer of the Board, then such an annexation or consolidation
shall not be construed as an early termination of this Contract and this Contract shall be
voided upon the approval of a new or amended water service contract with the annexing
or consolidating municipal corporation.

IG:\DOCS\CONTRAC1\hohwlla41 OOO\conlrncl\L-H2927.DOC J



3.01 Section 5.01 of the Contract is amended by deleting the existing language and
substituting the following language in its place:

Pressure Range. The Board shall use its best efforts to deliver water at the Water
Distlibution Points at a pressure range ("Pressure Range") adequate to meet the
reasonable requirements of Customer. For purposes of evaluating this effort, water
pressure shall be determined by reviewing the average hourly pressure measured from
top-of-the-hour to top-of-the-hour (e.g. 7:00 a.m. to 8:00 a.m.). The Pressure Range to be
provided by the Board to Customer's Water Distlibution Points is specified in Exhibit B.
The location at which the water pressure will be measured shall be specified in Exhibit A
and identified as point "P". A Pressure Range will not be established for water meters
that are not located on a DWSD transmission main, or which are located on a DWSD
transmission main and are downstream of and subject to the flow demands of a water
meter for another Board customer.

4.01 Section 5.10 of the Contract is amended by deleting the existing language and
substituting the following language-in its place:

Customer Costs for Corrective Action Plan. If at any time Customer is required under the
terms of this Article 5 to develop and implement a corrective action plan, Customer-shall
be'so informed in wliting and Customer will pay all costs related to the conective action
plan.

5.01 Section 18.02 of the Contract is amended by deleting the existing language and
substituting the following language in its place:

Relocation of Facilities. Should future construction by any city, township, village, or
county require relocation of a water transmission main, Meter Facility or other Board
facility, the cost incuned by the Board for such relocation, if not reimbursed by the entity
requiring the relocation, will be charged in future rates as a common-to-all cost to ail
System nsers.

6.01 Section 18.03 of the C011tract is amended by deleting the existing language and
substituting the following language in its place:

Easements. Subject to the provisions of Section 18.01 herein and to the extent that
Customer has jurisdiction, the Board shall be granted temporary and pelmanent
easements, and shall be pelmitted to use the streets, alleys and highways within
Customer's legal jurisdiction for the purpose of constructing, operating and maintaining
the System, including the relocation of water transmission mains, Meter Facilities or
other Board facilities. This consent by Customer is given in compliance with Article 7,
Sec. 29 of the Michigan Constitution of 1963, provided that the Board shall provide
Customer with a written explanation of the type of easement required and the duration
thereof.
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7.01 Section 23.05 of the Contract is amended by deleting the existing language and
substituting the following language in its place:

The rights and remedies set forth in this Contract are not exclusive and are in addition to
any of the rights or remedies provided by law or equity. This Contract and all actions
arising under it shall be governed by, subject to, and construed according to the law of the
State of Michigan.

8.01 Exhibit A of the Contract is amended by deleting the existing document and by
substituting the attached First Amended Exhibit A in its place.

9.01 Exhibit B of the Contract is amended by deleting the existing document and by
substituting the attached First Amended Exhibit B in its place.

10.01 With the exception of the provisions of the Contract specifically contained in this
Amendment, all other telms, conditions and covenants contained in the Contract shall
remain in full force and effect and as set forth in the Contract.

11.01 This Amendment to the Contract shall be effective and binding upon the Parties when it
is signed and acknowledged by the duly authorized representatives of both Parties, is
approved by Customer's governing body, and is approved by the Board and the Detroit
.City Council. .

(Signatures appear on next page)
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In Witness Whereof, the City and Customer, by and through their duly authorized
officers and representatives, have executed this Amendment.

City of Novi:

By:
David Landry

Its: Mayor

By:
Maryanne Comelius

Its: City Clerk

City of Detroit:

By:
Dave Bing

Its: Mayor·

APPROVED BY
NOVI CITY COUNCIL ON:

Date

APPROVED BY DETROIT
BOARD OF WATER COMMISSIONERS ON:

Date

APPROVED BY
DETROIT CITY COUNCIL ON:

Date
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FIRST AMENDED EXHIBIT A

Customer's Water Distribution Points

This Exhibit contains the following information:

1. The corporate limits of Customer;

2. The agreed upon water Service Area of Customer which (a) mayor may not be entirely
within the corporate limits of Customer and (b) which mayor may not include the entire
area within the Customer's corporate limits;

3. The specific location of the Water Distribution Points, including any B081"d approved
emergency connections;

4. The designation of appU11enances to be maintained by Customer and those to be
maintained by the Board; and

5" A list of any closed meter locations.
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EXHIBIT A

City of Novi Emergency Connections:

Connection to Fannington Hills
6" GV&W at the intersection of Haggeriy Road and JR Blvd

Connection to Walled Lake
8" GV&W at the intersection ofFourteen Mile Road and Beachwalk Drive
8" GV&W at the Windward Bay condominiums

Connection to Wixom
8" GV&W at the intersection ofBeck Road and Ardmore Court
12" GV&W on Beck Road at Shoppes At The Trail
12" GV&W on Twelve Mile Road near Pinewood

City of Novi Water Customers Outside Municipal Limits:

None.

City of Novi Master Meters Not In Service:

None.

City of Novl Exhibit A FINAL 11/04/10 Page 2 of 12



EXH~BIT-A
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EXH~B~T-A

NV-D1
TEN! MilLE RD. AN!D HAGGERlY

CIN OF NOV~

D.W.S.D. OWNERSHIP AND MAINTENANCE
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VENTURI 1 - 2

MAG 0
TURBINE 4 - 6

® UPSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAlNlENANCE

ADDRESS • 24200 HAGGERTY ROAD
FEED TO • CITY OF NOVI
FEED FROM • ._ D.W.S.D. TRANS. MAIN
TYPE OF METER , ,_ SENSUS TURBO
SIZE OF METER , , 10' X 2'
METER NUMBER • , 10')1506466 & 2')14112104
DATE METER SET , 6241997
METER PIT CONST & SIZE REINFORCED CONCRETE 21'-11' X 11'-7.5' 1.0.

GATE BOOK No -.-.--------------- W-14Ol t1NV\REMARKS , , NONE \Q1)
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EXHIB~T-A

NV-=02
NORTH CENTER STREET
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TYPICAL PRESSURE
LOSS THRU METER

METER TYPE P.S.!. LOSS
VENTURI 1 - 2

MAG 0
TURBINE 4 - 6

® UPSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAINTENANCE

@DOWNSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAINTENANCE

LEGEND
TAG Q1Y DESCRIPTION SIZE
A 3 GATE VALVE 12"
B 2 FXF DUCTILE IRON CONCENTRIC REDUCER 12,rx10"
C 1 TEST TEE ASSEBMLY 3"
0 1 SENSUS FIRELINE METER WI STRAINER & 2" BY-PASS 10"
F 1 DUCTILE IRON SPOOL PIECE 10u

F 1 DRESSER S1YLE 128 FLANGE ADAPTER 10"

ADDRESS 21602 CENTER
FEED TO CI1Y OF NOVI
FEED FROM D.W.S_D. 20" TRANS. MAIN
TYPE OF METER SENSUS TURBO
SIZE OF METER 10" X 2"
METER NUMBER 10")1508467 & 2")1482108
DATE METER SET 4'1111997
METER PIT CONST & SIZE REINFORCED CONCRETE 18'-0" X 9'-0" I,D.

GATE BOOK No ------------------- NONE rNV\REMARKS NONE \..Qg)
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EXH~B~T-A
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EXHiB~T-A

NV...Q3
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Cny OF NOVI
D.W.S.D. OWNERSHIP AND MAINTENANCE

14'-5"

ALL AROUND

. .' ,
d • •',<I. '. • A ..

.<

'.
,

• <I,'

~o. 1" CORP <0

<.
S (IYP) - .'

® FLOW !r~ ® - © @
~

II- 16" Ti,// -3I ........... 1\ r,re~-16" ~tl.';;';'
\ ...-- ~~w~r~

7 11~' 1'-4" '-0' 4'-4'\ 3'-611 2'-611 ~". ,

~
. .

~
'T

• ...
...

1'. CORP 4,
CORP . , 4 ,.

"'. • •A

WAUS 12" ~~

SLEEVE

METER PIT DETAIL IZ"
NOT TO SCAlE

LEGEND

I
TAG OTY DESCRIPTION SIZE
A 1 BlfTTERFLY VALVE WI ORIFICE 16'
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D 1 CHAPMAN CHECK VALVE 16"
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TYPICAL PRESSURE
LOSS THRU METER

METER TYPE P.S.!. LOSS
VENTURI 1 2

MAG D
TURBINE 4 - 6

® UPSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAINTENANCE

@ DOWNSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAINTENANCE

ADDRESS _._. ._._._._._._._ 20707 MEADOWBROOK
FEED TO _. ._._._. • CnY OF NOVI
FEED FROM _. • ._._._ 30" D.W,S.D..TRANS. MAIN
TYPE OF METER _. ._ BIF VENTURlORIFICE
SIZE OF METER _. • 16" & 16.25" X 4.079"
METER NUMBER ._. • 16")16638-2 & 16.25')16638-1
DATE METER SET _._. 00VI971
METER PIT CONST & SIZE _. ._._ REINFORCED CONCRETE 14'-5" X 10'-7' 1.0.

GATE BOOK No -.-._-_.---.-.-.-.- W-1375 iNV\
REMARKS • ._. ._._ NONE \Qg)
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EXH~BIIT-A
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EXHIB~T-A

NV-D4
FOURTEEN M~lE RD. WEST OF DECKER RD.
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TYPICAL PRESSURE
LOSS THRU METER

METER TYPE P.S.I. LOSS
VENTURI 1 - 2

MAG 0
TURBINE 4 - 6

® UPSTREAM PRESSURE TRANSMITIER,
DWSD OWNERSHIP AND MAINTENANCE

ADDRESS 42351 FOURTEEN MILE RD.
FEED TO CIN OF NOVI
FEED FROM ~ 42" D.W.S.D. MAIN

(1YFE OF METER BIF VENTURI I ORIFICE
SIZE OF METER 30"X17.4" & 30"X6.0504"
METER NUMBER . 17.4'11452410 & 5.0504")1462411
DATE METER SET 5-14-77

METER PIT CONST & SIZE . • REINFORCED CONCRETE 17' X 12' 1.0.

GATE BOOK No ------------------- N-517 rNV\REMARKS • - ~

. I

Cily of Novl Exhibit A FINAL 11/04/10 Page 10 of 12



EXHIISrr-A
NV-oS

WEST PARK DR. AND NORTH HAVEN DR.
elllY OF NOV~

16' GATE VALVE, DWSD

- - - -All1VAtVI: - - 12' CAP
16' 0.1. IN WELL (;& RESlRA
BY-PASS W.M. 24')(16' . 24' GATE

REDUCERS VALVE

8'
GATE VALVE

WATER MAIN
EASEMENT

60'-0"

8'

MEIER PIT m-05
SEE DETAIL DRAWING
16')(6,)(16' TEE
8" GATE ----'
VALVE & WELL

WATER MAIN
EASEMENT

24' NV W.M.

--,--------4-
WEST PARK DR. 66'.

~

m:I:
q~

z
a
;:0

NV-NOVI OWNERSHIP
AND MAINTENANCE

SITE PL6.N
NOT 10 SOAlJ!

LOCATIONS SUBJECT TO
VERIFICATION IN THE FIELD.
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EXH~BIT-A

NV-oS
WEST PARK DR. AND NORTH HAVEN DR.

CllY OF NOVI

D.W.S.D. OWNERSHIP AND MAINTENANCE

27'-6'

® ill

@

!®

FLOW­@
@ ®

---''''-+

Q P
a· CORP a" CORP

METER PIT DETAIL I
""'TO ....... . '

¥fg.!Ii.~irl CITY OF NOVI O&M
TYPICAL PRESSURE
LOSS THRU METER

METER TYPE P.S.I. LOSS
VENTURI 1 - 2

MAG 0
TURBINE 4 - 6

® UPSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAINTENANCE

@ DOWNSTREAM PRESSURE TRANSMITTER,
DWSD OWNERSHIP AND MAINTENANCE

LEGEND
TAG QlY DESCRIPTION SIZE
A 2 FLGD. CONCENTRIC REDUCERS 24")(16"
B 2 GATE VALVES WITH 3" BY-PASS 16"
C 1 BUTTERFLY VALVE 16"
D 1 VENTURI TUBE METER 16"

1 DR SS LI G 16"
F 2 GATE VALVE 10tJ

G 1 DRESSER COUPLING 1011

H 1 VENTURI TUBE METER 10"
I 1 BUTTERFLY VALVE 10'
J 1 TAP TO ACTUATOR CONTROL PANEL ",

ADDRESS _
FEED TO - CITY OF NOVI
FEED FROM 24" DWSD TRANSMISSION MAIN
TYPE OF METER VENTURI TUBE METER
SIZE OF METER 16" & 10"
METER NUMBER 04W010B36
DATE METER SET NOVEMBER 04, 2005
METER PIT CONST & SIZE STEEL VAULT 27'-6" X 11'-0' I.D.

GATE BOOK No --------- - !NV\
REMARKS _' DWSD HAS ACCESS \.Q9J

City of Novi Exhibit A FINAL 11/04/10 Page 12 of 12



FIRST AMENDEDEXHIBITB

Projected Annual Volume and Minimum Annual Volume (Table 1)
Pressure Range and Maximum Flow Rate (Table 2)

Flow Split Assumptions (Table 3)
Addresses for Notice (Table 4)

Table 1 and Table 2 set forth the agreed upon Projected Annual Volumes, Minimum Annual
Volumes, Pressure Ranges and Maximum Flow Rates for the telm of this Contract provided that
figures in bold type face are immediately enforceable pursuant to the telms of Section 5.07 and
italicized figures are contained for planning purposes only but will become effective absent the
negotiated replacements anticipated in Section 5.07.

The approximate rate of flow by individual meter set forth in Table 3 is the assumption upon
which the Pressure Range commitments established in Table 2 have been devised. Should
Customer deviate from these assumptions at any meter(s), the Board may be unable to meet the
statedPr~8sure Range cOllJJ!li!lllent,s..iQ. this,C.on!T.a<;t oJ,:,il1}he contract of another customer of the
Board and Section 5.08 of this Contract may be invoked.
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FIRST AMENDED EXHIBIT B

Table 1
Projected Annual Volume and Minimum Annual Volume

Fiscal Year Projected Minimum Annual
Ending Annual Volume Volume
June 30 (met) (met)

2009 325,000 162,500
2010 325,000 162,500
2011 281,800 140,900
2012 281,800 140,900
2013 281,800 140,900
2014 285,050 142,525
2015 288,300 144,150
2016 291,550 145,775
2017 294,800 147,400
2018 298,050 149,025
2019 301,300 150,650
2020 304,550 152,275
2021 307,802 153,901
2022 311,052 155,526
2023 314,302 . 157,151
2024 317,552 158,776
2025 320,800 160,400
2026 324,050 162,025
2027 327,300 163,650
2028 330,550 165,275
2029 333,800 166,900
2030 337,054 168,527
2031 340,304 170,152
2032 343,554 171,777
2033 346,804 173,402
2034 350,054 175,027
2035 353,300 176,650
2036 356,550 178,275
2037 359,800 179,900
2038 363,050 181,525

7



FIRST AMENDED EXHIBIT B

Table 2
Pressure Range and Maximum Flow Rate

Calendar Pressure Pressure Pressure Pressure Pressure Maximum Flow
Year Range (psi) Range (psi) Range (psi) Range (psi) Range (psi) Rate (mgd)

MeterNV-OI MeterNV-02 MeterNV-03 Meter NV-04 MeterNV-05
Min Max Min Max Min Max Min Max Min Max Max Day Peak

Hour
2009 54 82 52 79 55 82 81 109 72 100 18.57 34.53
2010 54 82 52 79 55 82 81 109 72 100 18.57 34.53
2011 54 82 52 79 55 82 81 109 72 100 17.30 25.50
2012 54 82 52 79 55 82 81 109 72 100 16.80 24.50
2013 54 82 52 79 55 82 81 109 72 100 16.30 23.50
2014 54 82 52 79 55 82 81 109 72 100 16.49 23.77
2015 54 82 52 79 55 82 81 109 72 100 16.68 24.04
2016 54 82 52 79 55 82 81 109 72 100 16.86 24.31
2017 54 82 52 79 55 82 81 109 72 100 17.05 24.58
2018 54 82 52 79 55 82 81 109 72 100 17.24 24.86
2019 54 82 52 79 55 82 81 109 72 100 17.43 25.13
2020 54 82 52 79 55 82 81 109 72 100 17.62 25.40
2021 54 82 52 79 55 82 81 109 72 100 17.80 25.67
2022 54 82 52 79 55 82 81 109 72 100 17.99 25.94
2023 54 82 52 79 55 82 81 109 72 100 18.18 26.21
2024 54 82 52 79 55 82 81 109 72 100 18.37 26.48
2025 54 82 52 79 55 82 81 109 72 100 18.56 26.75
2026 54 82 52 79 55 82 81 109 72 100 18.74 27.02
2027 54 82 52 79 55 82 81 109 72 100 18.93 27.29
2028 54 82 52 79 55 82 81 109 72 100 19.12 27.57
2029 54 82 52 79 55 82 81 109 72 100 19.31 27.84
2030 54 82 52 79 55 82 81 109 72 100 19.50 28.11
2031 54 82 52 79 55 82 81 109 72 100 19.68 28.38
2032 54 82 52 79 55 82 81 109 72 100 19.87 28.65
2033 54 82 52 79 55 82 81 109 72 100 20.06 28.92
2034 54 82 52 79 55 82 81 109 72 100 20.25 29.19
2035 54 82 52 79 55 82 81 109 72 100 20.44 29.46
2036 54 82 52 79 55 82 81 109 72 100 20.62 29.73
2037 54 82 52 79 55 82 81 109 72 100 20.81 30.01
2038 54 82 52 79 55 82 81 109 72 100 21.00 30.30
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If to the Board:

FIRST AMENDED EXHIBIT B

Table 3
Flow Split Assumptions

Meter Assumed Flow Split
(2011·2013)

NY-01 0-10%
NY-02 0-10%
NY-03 0-15%
NV-04 45-65%
NY-Os 25-40%

Table 4
Addresses for Notice

If to Customer:

Director
Detroit Water and Sewerage Department
735 Randolph
Detroit, Michigan 48226

City Clerk
City of Noyi
45175 West Ten Mile Road
Noy!, Michigan 48375

Cc: DPS Director
26300 Dewal
NOYi, Michigan 48375.
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ci!.yofi1oltLorg

TO:

FROM:

SUBJECT:

DATE:

MEMORANDUM

ROB HAYES. DIRECTOR OF PUBLIC SERVICES

TIM SIKMA WATER AND SEWER MANAGER

WATER SERVICE CONTRACT WITH DWSD

OCTOBER 6. 2010

In June 2009. the City of Novi signed a 3D-year contract with the Detroit Water and
Sewerage Department (DWSDJ that was desi!;jned with incremental re-opener clauses
for fU..!.ure negotiation of pressu.. res. flO.ws and volumes - all parameters that have a~....
tendency to change over time. We. have scheduled a meeting with DWSD on OctOber)

[( 14,2010. to initiate fe-opener discussions. .!'

Earlier this week, the City of Novi'snegotiating team met 10 discuss the lerms 01 the
current contract. As previously reported and based on peak hour and maximum day
water usage data from th~ previous. twosumm:,rs, "'!-e have. been able to lower our \i/
peak haS'!: demand by ImQlemenling the .C!!Y.'LQggresslve. water management A­
progra'ii1,which places a strong emphasis on educating the public On water use. The
data shows that our customers complied with the requ!2lste(j .change in timing of th!2l
peak hourwater usage ( to between 11 :00 PM .and 5:00 AM. as was desired). The data
alsO shows that we only had minor success in lowering Our l11aximum day demand water
volume. This will result in lOWer demands in our contract and resultant rate savings over
what we otherwise would haVe seen.

After our October 14'h meeting With DWSD. the Water and SeWer Division would J/'I
recommend to Council a contract amendment for a future council meeting, Once the
City approves the amendment DWSD would present the contract changes for
acceptance to the City of Detroit's Water Board, and the City of Novi would then lock-in
a new bulk water rate at the lowest value possible.

Please contact me if you have Clny questions or comments in regards to this malter.
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Memorandum
Engineerinn Advisors

To: Water Contract Negotiation Team

From: Vyto Kaunelis, Orchard, Hiltz & McCliment, Inc.

Date: November 2, 2010

Re: Suggested Contract Flows

We met with DWSD on October 14, 2010 and reviewed the flow data, particularly for
2010. The summary from the meeting and relevant data are attached. It's clear from the
data and the analyses that the new water usage ordinance and the public education
program are having the desired effect and are having a significant impact on peak hour
usage. This will translate into rate savings for your customers as shown in the
comparative rate analysis contained within the meeting minutes.

The next step is for Novi to propose flow values to include in the contract. DWSD
performs standard analyses on the data based on methodology endorsed by the TAC
Analytical Work Group. The flows based on this methodology are as follows:
Annual volume - 281 ,800 Mcf
Max Day flow rate - 17.3 mgd
Peak Hour flow rate - 25.5 mgd

In general, the values identified in the analysis appear to be reasonable. However, based
on the success of the aggressive public education campaign and the level of commitment
that Novi has shown in this program, I'm projecting a slight continued downward trend in
peak hour usage for the next 3 years. For average flows, I'm projecting slow growth after
several years of relatively stagnant usage. I've attached a draft table with my initial
thoughts for your review.

In thinking about the values, I was asked to provide a reminder of the consequences for
inaccurate estimates. The annual volume could impact a "look-back" credit or payment if
such a procedure is adopted. At the meeting of the TAC Rates Work Group in May, it
looked like a look-back procedure of some SOlt was likely. Therefore, an accurate
volume will result in no further payment requirements or credits. The max day and peak
hour values are set as maximums. If a community exceeds their values, a procedure
detailed in the contract is triggered. I've attached the relevant section of the contract that
explains it. In general, it may result in the community losing control over setting the
values. It is likely that the values selected will be significantly higher than what the
community might otherwise have selected. This would result in higher rates in
subsequent years. Therefore, it's important to select reasonable values that are low
enough to provide the rate savings dictated by the reduced peak hour and max day usage,
but high enough to minimize the likelihood that the values will be exceeded ifhotter,
drier conditions are experienced.

Advancing Communities··
~34000 Plymouth Fload I Livonia, Michigan 11.8150

p. (734) 522-6711 I f. (734) Sn6427
'II' 'II' W. 0 h m - a d vis or s. c om



SECR.EST

SW
WAll.DLE

30903 Northwestern HIBhwu)'
P.O. BD.304D

F'nnnington Hills, MJ 48333..
31l4D

Tel:24B·851·950D
'!lX: 2411-B51-215B

www.secrnstwnrrllll,t:om

EII..b'lh M. Kudln
Dl",,~ 24B-S3~·2B46

Ilkudtn@ScucshYnnJlc.cnm

COUNSEl.O~S AT l.AW

November 3, 2009

Rob Hayes, Public Services Director
CITYOFNOVI
45175 West Ten Mile ROBd
Novi, Michigan 48375-3024

Re: DWSD Model Water Service Contract
Amendments Proposed by DWSD
Our File No. 55142 NOV

Dear Mr. Hayes:

We are writing to briefly update you regarding recent issues raised by DWSD at
the quarterly TAC meeting. The issue regarding proposed amendment to the
OWSD Contract language requires immediate attention in the form of a ballot
vote to be submitted to the TAC by November 9, 2009.

Proposed Amendment of the Model Water Contract

DWSO's Counsel has proposed amendments to the Model Contract language that
they have requested that each community adopt at the time of each community's
re-opener negotiations with respect to the Exhibit B max day and peakhour table.
In general, the proposed language amendments are not significant and we have no
objection to adopting the amendments overall; however, the TAC has requested
that its members to vote on the proposal to approve, approve with comments, or
disapprove the changes. We are attaching the voting form that should be returned
to the TAC once you have filled it out. I would reconnnend approving with
comments per the below analysis ofrevisions:

Section 3.01 - The change provides that termination costs would not apply in the
event that DWSD breaches the contract and the customer tenninates for this
reason. This is not objectionable and would likely be inferred by a court in any
event.

Secnon 3.05 - This is a new Section that provides that early tennination costs
would not be assessed against customers that are annexed into another customer
within DWSD's service area. Again, this is not objectionable because a court
would likely interpret such an event to not be a "tennination" as the customer
would still be part ofa DWSO Contract.



Mr. Rob Hayes, Novi
November 3, 2009
Page 2

Section 5.01 - DWSD clarifies that it will not establish a pressure range for
deduct meters. T.his is DWSD's current policy and was consistently applied
throughout the negotiation process. This does not result in a changed policy.

Section 5.10 - Any costs to be incurred by a customer for a corrective action plan
will be put in writing by DWSD. This is not objectionable and would likely
happen regardless ofputting it in the contract.

Section 18.02.· This is a difficult change to address because how it is applied
will likely change in every instance. Though DWSD represents that the proposed
change is being made to address Farmington Hills' concem, it does not actually
address it, and the proposed language essentially applies the same way as the
existing language. Who pays the cost of moving DWSD's facilities would be
argued in each ciroumstance and could be applied inconsistently. Currently, in
general, other utilities must incur the cost of moving their own facilities for
community projeots uuless they are located within an easement that is superior to
the community's ownership of the right-of-way. This cost would generally be
factored into a utility's rates. Though we would recommend that the cost of
moving DWSD facilities should always be a systemwide cost to be treated
consistently, many customers will not wish to incur a rate increase due to other
community or county projects. On the other hand, communities with a
disproportionate amount of DWSD transmission mains within their jurisdiction
could end up paying increased costs for its own road projects in comparison to
communities without many DWSD facilities. If you would like the cost to be
treated systemwide in every case, you could include the following recommended
language proposal in your TAC vote:

Relocation of Facilities. Should future consb:uction by any city, township,
village, or county require relocation of a water transmission main, Meter Facility,
or other Board facility, the cost incurred by the Board for such relocation will be
charged in future rates as a common-to·all cost to all system users.

In all events, even if the above change is recommended to and by the TAC,
DWSD is not required to accept it.

Section 18.03 - T.his amendment would require customers to grant easements for
relocation of DWSD transmission mains within their jurisdiction. The
amendment does not change the operation of the current language because the,
current language requires all easements to be granted, and would inherently
include easements for relocation.



Mr. Rob Hayes, Novi
November 3, 2009
Page 3

Section 23.05 - The proposed chauge would allow each customer to sue DWSD
in its own county. This is a favorable change as the City could sue, ifnecessary,
in Oakland County Circuit Court rather than Wayne.

Ifyou have any questj.ons regarding completion of the TAC voting process, please
feel free to contact me.

There is no obligation by any contracting community to adopt any ofthe changes
even if approved by the TAC. Each contracting community may either accept the
amendment or rejectit and remain with the current terms oftheir 3D-year oontract
DWSD will not allow oommunities to agree only a portion of the proposed
amendment. Any oommunity acoepting an amendment in the future, will be
required to accept the entire amendment per DWSD.

2010/2011 Projected Rate Increases

Once again, DWSD is expecting to implement sigtllficant rate increases for the
2010/2011 rate year based on decreased water sales relating to climate, the
decrease in local population, the slumping economy, and water conservation
measures. In addition to rate increases, DWSD is considering implementing a
fixed cost component of the rate which would be collected monthly from the
customer regardiess of water sales that month. The fixed cost component is
estimated to be up to 38% of the current rate. The proposal was to go into effect
with the 2010 rate season in July, 2010, and would require many communities to
pay the fixed cost component from their reserves until such time as the
community could adjust its fixed cost component that it passes on to it customers.
Because many customers are suffering decreased reserves at this time, a proposal
was made at the TAC meeting that this proposal be phased in over four rate years
at about 10% of the rate. compDnent. DWSD is considering the alternative
proposal.

The issue will be discussed further at DWSD's NDvember 19,2009 Rates Rollout
Meeting. Please let me know if you have any questions Dr comments that you
would like to pass on tD DWSD regarding this issue prior to the meeting.



Mr. Rob Hayes, Novi
November 3,2009
Page 4

Ifyou would like to disouss any ofthe issues noted above, or other concerns you
may have, please feel free to contact me.

EMK
Enclosures
co: Clay Pearson, City Manager (wlEnclosures)

Maryanne Cornelius, Clerk (wlEnclosures)
Kathy Smith-Roy, Finance Director (wlEnclosures)
Tim Sikma, Water and Sewer Manager (wlEnclosures)
Brian Coburn, Senior Civil Engineer (wlEnclosures)
Thomas R. Schultz, Esquire (wfEnclosures)

C:\NrPortbl\imnnnso\l3KUDLA\1327378_l.00C



SECREST
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WARDLE

30903 Northwestern Highway
P.O. Box 3040

Fnnnirlglcn Hills, M148333~
3040

Tel: 248·851-9500
p",,: 248·851·2158

w\Vw.secrcslwnrrlle,com

ElJznbcth M. Kudla
DJrect: 248·S39r2845

bkudln@Sccrcstwnrdle.com

coUNSELORS AT LAW

November 11,2010

Rob Hayes, Public Services Director
CITYOFNOVI
Public Services - DPW Garage
26300 Delwal Drive
Novi, MI 48375

Re: Amendment No.1 to Water Service Contract Between City of Detroit
and City of Novi
Our File No. 55142 NOV

Dear Mr. Hayes:

Counsel for the Detroit Water and Sewerage Department (DWSD) has provided
the enclosed Amendment No. 1 to Water Service Contract Between City of
Detroit and City of Novi. The proposed Amendment No.1 is primarily for the
purpose of compliance with the "re-opener" provisions of Section 5.07 of the
contract which requires the City to re-negotiate its Exhibit B pressure range and
maximum flow rate periodically. This is the first periodic adjustment of
contractual pressures and flows. The next scheduled re-negotiation will be for the
2014 rate year. The City's Engineering Consultant, OHM, has recommended
approval of the proposed Amendment No. 1 with respect to the operational
provisions contained in Exhibits A and B.

We note that Amendment No.1 includes certain language changes to the Water
Service Agreement approved by the City on June 1, 2009. We can also
recommend approval of the proposed Amendment No. I with respect to the
proposed language changes. As we indicated in our letter to you dated November
3, 2009, which includes a detailed analysis of each language change proposed by
DWSD, the amendments are not significant changes from the contract in its
current format and we have no objection to adopting the amendments. A copy of
the letter has been enclosed for your convenience. The changes are being
proposed by DWSD primarily to make clarifications as to the mauner policies
have been implemented under the current contract provisions. Many of the
changes were requested by customer communities during contract negotiations.



Rob Hayes, Public Services Director
November 11,2010
Page 2

If you would like to discuss any of the issues noted above, or other concerns you
may have, please feel free to contact me.

v. y Iy yours,

~

t-E~~J3ETH M. KUDLA
EMK.
Enclosures
cc: Clay Pearson, City Manager (wlEnclosures)

Maryanne Cornelius, Clerk (wlEnclosures)
Kathy Smith-Roy, Finance Director (wlEnclosures)
Tim Sikma, Water and Sewer Manager (wlEnclosures)
Tina Glenn, Water & Sewer Financial Services Manager (wlEnclosures)
Brian Coburn, Engineering Manager (wlEnclosures)
Vyto Kannelis, OHM (wlEnclosures)
Thomas R. Schultz, Esquire (wlEnclosures)
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