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5 October 2016 

 

 

Ms. Jean Wierenga, Clerk 
St. James Township 
PO Box 85 
Beaver Island, MI  49782 
 

2016 SEWER RATE STUDY 

 

Dear Ms. Wierenga, 

 

I am pleased to submit this draft report documenting the findings and recommendations of the 2016 
Sewer Rate Study conducted for St. James Township.  The rate study focused on the sewer use fund and 
no other aspect of the sewer system.  Enclosed is a description of the background and methodology 
followed for each task in the study, a discussion of findings and policy implications, and a description of 
recommendations.  The rate study should be reviewed and discussed at upcoming township board 
meetings and at the public Hearing scheduled for October 19, 2016. 

I would like to extend thanks to Darrell Butler, Public Works Supervisor, and St. James Township Board 
of Trustees and officials for the support and cooperation extended throughout the study. It has been a 
pleasure to work with them and with members of the community. I encourage you to direct any comments 
or questions regarding this study to me at StJamesTwp.BI@gmail.com. 

 

Best Regards, 

ST. JAMES TOWNSHIP 

 

Maureen E. Turner, PE 

 

 

Copy to: St. James Township Board of Trustees 
 Darrell Butler, Public Works Supervisor
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DRAFT RESOLUTION 
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EXECUTIVE SUMMARY 
PURPOSE 

St. James Township owns and operates a small sanitary sewer system on Beaver Island in Charlevoix 
County, Michigan.  As an enterprise fund, the sanitary system costs are funded through user fees in the 
absence of grants or other outside assistance.  Enterprise fund accounting establishes a separate financial 
reporting mechanism for municipal services when a fee is charged in exchange for goods or services.  

The township’s Sewer Use Ordinance calls for the evaluation of sewer rates on an annual basis.  The 
Draft 2016 Rate Study is the first undertaken since the sewer’s construction was completed in 2002.  
Main considerations in the rate study included: 

 Evaluation of the REU values for each sewer customer 

 Capital needs of the system in the upcoming years 

 Contingency funding 

 Policies as established by the Board of Trustees 

 Customer payment history and enforcement actions 

 Receipt of current and unbilled/uncollected historic amounts billed 

 Payment of an installment loan and repayment of township fund(s) 

 Solvency of the Sewer Use Fund as an enterprise fund 

Ordinance requirements state that this study must be undertaken annually after the end of each fiscal year, 
being completed within 120 days (July 29 annually).   

RECOMMENDATIONS 

REU Values 

The St. James Township Board should adjust the 2002 REU values in accordance with the Draft Schedule 
of Residential Equivalent Units (REUs), as modified based upon customer input and other factors.  The 
Township Board should review customer and community input, and make adjustments as needed on an 
individual basis. 
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Enforcement Policy 

St. James Township needs to continue evaluating policy needs, relative to: 

 Non-payment issues 

 Violations of discharge requirements 

 Shut-off and civil infraction issuance where necessary  
 

Capital & Contingency Planning 

State law allows for the Planning Commission to be exempted from this task, by charter or otherwise.  
The Township Board should consider exempting the Planning Commission for this fiscal year, due to 
Planning Commission member changes and other major tasks that are underway at this time.  The board 
should review the Draft 6-year Capital Improvement Plan (CIP) for the sewer system; make revisions as 
needed; and adopt the plan.   

The Capital Improvement Fund balance needs to be increased to allow funding for capital needs of the 
sewer system and to establish a contingency fund for unanticipated expenses.  As outlined previously, 
capital outlay likelihood increases when ordinance provisions are not enforced. 

Rate Adjustment 

The ordinance states that rates are to be set based upon a review of anticipated annual operating costs, 
which should be divided proportionally between customers based upon the adopted REU value for the 
property.  
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SECTION 1: INTRODUCTION 
 

1.1 PURPOSE 

This Rate Study is intended to provide a comprehensive review of the St. James Township sewer system 
rate structure, procedures, and policies.  Charges and fees are established to recover construction and 
repairs, capital needs, maintenance, and operation of the system; to provide for repayment of bonds and 
loans issued; to establish a fund for reasonable improvements; and any other expenditure as may be 
determined necessary.  User fees will be set so that they are fair and reasonable; and proportionate to the 
necessary cost of service required for the system. 

All expenses, revenues, and operating data are based on the township’s fiscal year, beginning April 1, 
2015 and continuing through March 31, 2016.   In the event that the 1-year period of this study provides a 
result that may be skewed or inaccurate, then a snapshot from multiple fiscal years may be included.   

Estimates are based upon the best information available and the policies and procedures in place at the 
time of this submittal. 

1.2  BACKGROUND  

In accordance with the ordinance, the St. James Township sanitary sewer system is operated and 
maintained as a public utility in accordance with federal regulations and Act 94 of 1933 as amended.  
Similar to the yacht dock, the sewer system is accounted separately as a utility enterprise fund. 

On October 9, 2002, an initial Sewer System Rate Analysis (Appendix A) was completed by Moore & 
Bruggink, consulting engineers for St. James Township.  This analysis established initial user fees, and 
was slated to be updated annually per ordinance provisions.  Annual updates were not routinely 
completed in the past, so the information provided in the 2016 Rate Study includes some historic 
information about the St. James Township sewer system and will form the foundation for annual studies 
in the future.   

1.2.1   Establishment of the District 

On March 28, 2001, a public hearing of necessity was held, and the township board voted to proceed with 
construction of a sewer project that would serve properties along Main Street.  By May of 2001, a petition 
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was received and the project moved forward based upon the petition.  Plans were finalized, public 
hearings held, and a contract issued for the construction of the Beaver Island Wastewater System.  
Construction was completed early in 2002. 

1.2.2  Sewer System Description 

The St. James Township wastewater facilities were constructed to collect and treat wastewater, to 
safeguard the public health, and protect groundwater quality. St James Township is responsible for 
system operation and maintenance.  The Michigan Department of Environmental Quality (MDEQ) 
controls and supervises township operations of the system through ongoing reporting, plan 
review/permitting, etc. 

The St. James Township Sewer System consists of the following main components (with appurtenances): 

 Gravity sewage system that transports customer wastewater 

 Grinder lift station 

 Forcemain 

 Septic tanks 

 Effluent filters 

 Dosing tank 

 Dosing syphons 

 Pressure drain fields 

The gravity portion of the sewer is comprised of two laterals, being (i) the upstream terminus of the 
northern segment located roughly 550 ft. southwest of Gallagher St. (upstream customers being Gacek 
and King Strang); and (ii) the upstream terminus of the southern segment located in the intersection of 
Bonner and Main St. (upstream customer being Holy Cross Hall).  Both segments flow by gravity in an 
8” sewer to a wet well and grinder pumps located on St. James Township property located on the north 
side and adjacent to the Beaver Island Ferry facilities. 

The wastewater continues through a 3-inch forcemain to the St. James Township Park, where it is 
processed through septic tanks, effluent filters, the dosing tank and syphons, and into the community 
septic fields. 

1.2.3  System Repair and Improvements 

The sewer system experienced freezing conditions in the force main during the winter of 2002-2003.  The 
township’s engineer determined that the condition occurred due to inadequate pipe depth in areas along 
Donegal Bay Road/bike path.  Other discussion included the extremely low flow occurring during off-
season months of the year, to include winter months.  The condition was improved by raising the grade 
above the forcemain.  Cleanouts were installed at additional locations during 2014-2015, in anticipation 
of an investment into a sewer jet. 

In the spring of 2011, major repair work/rehabilitation was completed on the sewer system.  This work 
was performed under an installment purchase agreement, paid quarterly and subject to 4.50% interest on 
unpaid balances. 

Other expenditures include repairs resulting from off-road vehicle activity on the septic fields. 
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1.2.4  Governing Ordinance  

On August 14, 2003, the Sewer Usage and Administration Ordinance, and the Sewer Rate Ordinance 
went into effect.  On September 3, 2014, these two ordinances were replaced with the Sewer Use and 
Rate Ordinance for St. James Township. 

The Current Ordinance is included in Appendix B. 

1.2.5  Funding and Rate Structures 

The St. James Township sewer operation has been established as an enterprise fund. In the publication 
Government Accounting, Auditing, and Financial Reporting, “enterprise fund” is defined as: 

“… A fund established to account for operations (a) that are  financed and operated in a 
manner similar to private business enterprises where the intent of the governing body is 
that the cost (expenses, including depreciation) of providing goods and services to the 
general public on a continuing basis be financed or recovered primarily through user 
charges; or (b) where the governing body has decided that periodic determination of 
revenues earned, expenses incurred, and/or net income is appropriate for capital 
maintenance, public policy, management control, accountability, or other purposes.” 

The definition of an enterprise fund implies that sufficient user fees should be established to ensure that 
the utility can operate on a self-sustaining basis. The major source of revenue for water and sewer funds is 
user fees. 

Customers are charged a monthly rate, based on the number of Residential Equivalent Units (REUs)1 for 
which they are responsible. In general single-family residential properties are assigned one of REU, and 
larger sewer customers have more REUs.  A copy of the current schedule of customer REU values is 
provided in Appendix D. 

Sewer use charges to recover the operation, maintenance, and replacement costs are generally computed 
using a four-step process: 

 Estimate the annual operation, maintenance, repair, replacement, and capital improvement costs 
for the wastewater collection and treatment system. This study utilizes information found in the 
annual audits to assist with the estimates.  

 Estimate the prior year’s total REU usage for the sewage system. 

 Compute the monthly sewer use charge for each REU by dividing the estimated annual operating 
costs, by the estimated REUs and then divide by 12 to obtain the monthly cost. 

 Invoice and collect each user of the sewer system an amount equal to the sewer use charge for 
each REU times the number of REUs for that property. 

Monthly user charges are computed on a “readiness-to-serve” basis, meaning that the system must be 
operated and maintained regardless of whether a customer occupies the building year-round, seasonally, 
or not at all.   

                                                            
1 The reader should note that the REU values discussed in this document have no connection or bearing on the original values 
established for the purpose of bond debt retirement during construction. 
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Monthly charges are set at $24.00 per REU on this report date; this rate is a flat monthly fee and is not 
broken down into  annual operation, debt retirement, capital needs, contingency, or base facility fee at this 
time.  The Ordinance stipulates that a Rate Study is to be conducted after the end of each fiscal year; 
however, this is the first Rate Study conducted since the original Rate Study, included in Appendix A. 

1.2.6  Operations and Maintenance 

System Operation, Maintenance, and Reporting: These tasks are completed per the requirements of the 
Michigan Department of Environmental Quality (MDEQ), which supervises and ensures adherence to 
state and federal environmental regulations.  Following facility construction, an O&M manual was 
drafted which provides guidance on maintenance needs and much of the work required to keep the system 
in good shape. 

Inspections:  Although customer site inspections are a permitted activity in the ordinance, no such 
inspections have taken place to date.  The current ordinance in Appendix B provides a detailed listing of 
non-allowable discharges.  For example, grease and other damaging substances have consistently been a 
maintenance issue in the gravity feed lines, in the wet well, and on the water-level floats. It appears that 
grease traps have not been installed at commercial establishments.  In addition to being a prohibited 
discharge in the ordinance, major damage can occur to the sanitary system.  Please refer to Appendix E 
for a recent memo concerning this issue. 

1.2.7  Finances 

Since sewer system operations began, several issues have arisen that have impacted the financial health of 
the sewer fund, including: 

 Annual Rate Study:  The ordinance requires that a Rate Study be completed on an annual basis, 
which would then provide the basis for user fee adjustments to be made.  Following the initial 
Moore & Bruggink letter submitted in 2002, annual rate studies were not completed. 

 Contingency:  A separate fund was set up in 2016 for unanticipated needs of the system. 

 Capital Improvement Program:  Act 33 of 2008 (Excerpt MCL 125.3865 is provided in 
Appendix F) stipulates that in townships that own or operate a sewage disposal system; the 
Planning Commission shall annually prepare a 6-year Capital Improvements Program (CIP), 
based upon lists provided by those responsible for various work in the township.  This activity 
has not been completed as of the date of this writing. 

 Ordinance Enforcement:  Board policies had not been instituted to support the enforcement 
actions in the ordinance, such as implementation of late fees, and transfer of seriously delinquent 
accounts to property taxes.   

 Fund Administration:  Monies from other funds, some dedicated, were used to maintain positive 
cash flow in the Sewer Fund, including the Street & Road Fund and the Sewer Fund. 

 Invoicing:   Issues related to invoicing practices included inconsistent quarterly invoicing; 
computational errors; non-carryover of outstanding balances; lack of enforcement practices. 

 Unanticipated/Emergency Repairs:  It has been necessary to complete unanticipated repairs to the 
system, such as those required when the force main froze during a record-setting cold winter 
season.  Some of the needed work received emergency grant funding. 
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 Customer Relations:  It is possible that customer communication was less than optimal from the 
outset, in some cases.  This issue, combined with the financial items listed above, may have 
raised the incidence on non-payment by customers. 

During 2015 and 2016, the St. James Township Board has addressed many of the issues listed above: 

 Annual Rate Study:  The 2016 study will establish a foundation from which future rate studies 
will be based. 

 Contingency:  The fund has been established in the budget for FY 16/17.  Future rates should 
include a plan for growing a healthy contingency reserve. 

 Capital Improvement Program:  Computations in this study also include anticipated investment 
in the system, expected repairs, etc., and a 6-year CIP relative to the sewer system, not yet 
evaluated or adopted by the Planning Commission. 

 Ordinance Enforcement:  In 2015, policies were adopted by the Board of Trustees relative to 
items such as application late fees and due dates, transfer of seriously delinquent balances to 
property tax bills, and conditions for a tenant payment.  Refer to Appendix H for a listing of 
policies and rules. 

 Fund Administration:  The plan for the return of monies to the funds that have supported sewer 
operations follow: 

 Road & Street Fund – Audit reports show that ninety six thousand, seven hundred 
seventy dollars and thirty cents ($96,770.30) from the Road & Street Fund have been 
used to support sewer operations in the past.  In the FY 16/17 budget, the St. James 
Township Board of Trustees voted to repay the Road & Street Fund $46,770.30 during 
FY 16/17, and $10,000.00 per year during FY 17/18 through FY 21/22 (Appendix G). 

 General Fund – According to audit reports, one hundred four thousand, nine hundred 
three dollars ($104,903) from the General Fund have been used to support sewer 
operations in the past.  During discussions, the township board has generally agreed that 
the Sewer Fund cannot repay the General Fund at this time.  Township auditors have 
stated that the General Fund is not required to be repaid, but the township board feels that 
the repayment issue should be considered within the next few years, after the sewer fund 
stabilizes.  The board also realizes that the sewer system serves a common good for the 
citizens of the township and visitors to the island, by protecting the pristine nature of the 
harbor, upon which the Island’s livelihood and health relies. 

 Invoicing:  Relative to historic accounts, legal counsel advised that accounting corrections could 
be made up to 6 years into the past.  The Board voted to apply credits for all amounts paid by 
customers regardless of when the payment was made.  This policy was implemented in 
November of 2016, with an option to make interest-free payments over a 24-month period. 
 
Upon adoption of the 2014 ordinance, invoicing frequency was changed to monthly.  The 
majority of customer accounts have been brought up to date. In 2015, late fees and property tax 
transfer fees were implemented.  Seriously delinquent billings were transferred to property taxes 
in April, 2016 for the first time. 
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Customer Revenue:  Based upon the adopted schedule of a total of 84.13 REUs district-wide, and a rate of 
$24.00 per REU per month, the expected annual user revenue would be: 

$24.00/REU/Month   X   84.13 REU   X   12 Month/Year   =   $ 24,229.44/Year 

The 2015-2016 fiscal year revenues were higher than base invoicing levels.  Increased customer 
communication via memos and detailed invoicing resulted in greater customer awareness.  In addition to 
the regular user fees for current services, sources of revenue included: 

1. Historic Billings:  Following implementation of corrective measures for previous years’ billings, 
including: 

 Crediting accounts for all amounts paid from system startup in 2004 through 03/31/2015 
 Adjusting all accounts downward to remove any service fees prior to 09/30/2010 
 Invoicing all user fees due under the ordinance after 10/01/2010; Customers were given the 

option to pay in full, or make equal monthly payments over a 24-month period.  Most 
customers have paid the historic account in a lump sum.  Several customer accounts resulted 
in a credit balance after adjustments were made. 

2. Late Fees:  During the summer of 2015, late fees were adopted by the township board for the first 
time.  Many previously non-paying customers began making regular payments, including from 
previous fiscal years, as a result. 

3. Property Tax Transfer:  The board also began enforcing an ordinance provision that allows for 
the transfer of delinquent amounts to summer property taxes. 

4. Landlord/Tenant Program:  The implementation of the township’s landlord-tenant payment 
program resulted in a 10-month security deposit requirement to secure the account when property 
tax transfer is not an option. 

Expenses2:  In general, expenses were greater than would normally be expected, such as: 

1. Professional services:  Legal and independent audit services were utilized to assist in the 
corrective measures. 

2. Bookkeeping:  The writer was hired as Billing Clerk, to perform research, draft and implement 
board policy, and to assist with other matters as directed by township officials.   

3. Communication:  Customer meetings increased as change took place and new policies were 
implemented. 

Because of the fluctuation in income and expense during the last fiscal year, this study will look at 
revenue and expense trends over several fiscal years.  Please refer to Section 2 for more detail and a 
comparison between revenue and expense.

                                                            
2 Note that many of these services/tasks are needed to run the township and should not be considered as expense in excess of 

what is expected.  For example, annual audits are statutorily required and the expense should be expected each year.   
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SECTION 2: EXISTING PROGRAM 
2.1 POLICIES 

2.1.1  Operational  

During the last fiscal year, the township board instituted several new operational policies: 

 Sewer Use billing frequency changed from quarterly to monthly. 

 Seriously delinquent (6 months or more) account transfer to property tax was initiated. 

 Late fees of 5% of the unpaid balance are applied each month. 

 If seriously delinquent amounts are transferred to property taxes, then a 15% transfer fee 
applies. 

 Property owners with tenant responsibility must submit a deposit in the amount of 10% of the 
monthly Sewer Use Fees, and must submit completed paperwork. 

 Electronic receipt of invoices was instituted. 

 Historic account balances were adjusted to include the invoicing period after 31 December 
2009.  Payments were credited to the account regardless of when the payment was made. 

 Customers can pay balances without interest in 24 monthly payments if they choose. 

At this time, the township board has not taken action relative to civil infractions or shut off for non-
payment.   

Also, the board recognizes that the lack of grease traps at food service locations has contributed to 
additional maintenance issues and cost within the sanitary sewer system.  The potential for damage to the 
system can be significant and potential repair costs high because grease is not controlled and maintained 
within the system.   

2.1.2  Capital Improvement Program and Reserves 

The Michigan Planning Enabling Act (Act 33 of 2008) stipulates that townships owning or operating a 
sewage disposal system are required to formulate and maintain a 6-year Capital Improvement Plan (CIP).  
The Planning Commission is responsible for oversight of this task unless otherwise determined by 
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township action.  Refer to Appendix F for the section of Act 33 dealing with this requirement.  To date, 
this task has not been completed.   

A contingency account has been established by the township board (Sewer Capital Improvement Fund).  
The Capital Improvement account contains funds that are set aside for scheduled purchases and projects, 
for unanticipated expenses needed to maintain the system, etc.  On March 31, 2016, the fund’s balance 
was $21,783 (of which $21,409 is available).   

2.2 INCOME AND EXPENSES 

Sewer Use Fund revenues and expenses for the past three fiscal years are summarized as follows: 

PERIOD USER REVENUE 
OTHER 

REVENUE 
EXPENSE 

NET REVENUE 
(EXPENSE) 

FY 2013/2014 $ 23,490 $ 0.00 $ 34,482 ($ 10,992)

FY 2014/2015 $ 32,312 $ 3,045 $ 36,265 ($ 3,953)

FY 2015/2016 $ 24,386 $ 374 $ 35,217  ($ 10,831)

3-YR. TOTAL $ 80,188 $ 105,964 

3-YR. AVERAGE $ 26,729 $ 35,321 

 

At the end of FY 15/16, unpaid invoices for the current period totaled $ 9,328; historic account balances 
totaled $27,785.  At the customers’ option, historic account balances may be paid in monthly installments 
through December, 2017. 

 

 

 

 

 



St. James Township   Draft 2016 Sewer Rate Study 
October, 2016  Page 11  

SECTION 3: ANALYSIS 
3.1 POLICY IMPLICATIONS 

3.1.1  Operational  

Many policies have been implicated in the last fiscal year, including fees, transfer of late amounts to 
property taxes, tenant payment program, electronic invoicing, and others.  Customer communication has 
also increased recently.  These actions have helped improve the financial and operational success of the 
fund. 

Policy issues for potential consideration: 

 Capital Improvement Plan 

 Review of other fees 

 Facility inspection policy 

 Grease trap necessity/requirements 

 Enforcement of ordinance violations through issuance of civil infractions 

 Policy on utility shutdown 

3.1.2  Capital Improvement Program 

Although a 6-year Capital Improvements Plan has not yet been adopted, the annual rate study must take 
capital needs into account when computing rates.  The following table reflects the writer’s six-year plan 
for the sewer use fund, based upon policies in place thus far.  This Rate study includes the writer’s 
preliminary estimate of capital projects that may be needed over the next 6 years, but the capital projects 
shown have not been reviewed or adopted by the Township to date.  The projects, tasks, and purchases 
shown are indicative of discussion that has taken place over the last year: 
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3.1.3  Grease Traps 

When food service providers improperly dispose of fats, oils and grease byproducts may migrate to the 
wastewater treatment system. Buildup in pipes and other facilities can become hard and may completely 
block pipes, resulting in back-ups of raw sewage and/or flooding. 

Recently, discussion has arisen about ongoing maintenance problems in the sanitary sewer system, 
specifically the presence and recurrence of grease in the system; and the potentiality for significant 
damage to occur.  Several parties have voiced concern relative to maintenance costs and potentially the 
high cost of repair to the system because of this issue.  Sewer customers have expressed concern about the 
cost and responsibility of grease trap installation; responsibility for the installation/maintenance costs; and 
consistency when implementing policies.  Information has been requested by members of the St. James 
Township Board of Trustees, to identify an equitable course of action. 

The Sewer Use and ate Ordinance, Article V and X, refer to requirements relative to grease traps and the 
presence of grease in the system.  Please refer to Appendix B for this information.  The ongoing presence 
of grease in the wet well is indicative of a problem with grease discharge.  This increases maintenance 
costs, and increases the likelihood of major repair work in the future. 

Under the ordinance: 

 Grease, oil, and other deleterious material are prohibited from discharging into the public sewer 
system; 

 The township has the right to determine necessity of installation; 

 The facility owner is responsible for the cost of any grease trap installation, repair, and 
maintenance; 

 The township may elect to enter into a contract with the facility owner to treat or maintain at the 
user’s expense; 

 The township has the right to inspect the premises for adherence to the ordinance; 

 The facility owner is deemed liable for expense or damage to the system, properties, etc. brought 
about by violations. 

The board should consider: 

1. Implementing a system-wide inspection of the gravity portion of the sanitary sewer for issues 
such as this one; 

2. Composing and adopting an administrative policy, relative to implementing protective systems 
where needed; 

3. Implementing an educational process that outlines best practices for food service facilities, to 
reduce impact to the sewer system; and 

4. Implementing new procedure(s), to include items such as inspection frequency, installation 
timeline, recovery of costs, and educational information. 

The proactive approach to this issue will have a positive effect on the CIP by reducing the likelihood of 
major repairs from blocked likes or premature failure of equipment.  
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3.1.4  Utility Reserves 

Fund reserves should be increased to maintain approximately 12 months of use fees over that which is 
necessary to run the system, set aside for unanticipated or emergency repairs.  The contingency fund can 
be built over a period of several years. 

3.2 REU VALUES 

Sewer use REU values have not been evaluated since the initial assessment was made.  The 2002 assigned 
REU values and the corresponding Schedule of Unit Factors can be found in Appendix D.  During this 
study, the REU assigned REU values were evaluated relative to current uses, building size, etc., and by 
using the 2002 schedule of unit values.  Gross square footages were used, and if the 2002 value could not 
be verified, research was completed to verify reasonableness.  The schedule of adjusted values follows. 
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3.3 REVENUE ADEQUACY 

The current rate structure reflects a total of 84.13 Residential Equivalent Units (REUs) being charged 
$24.00 per REU per month, for a total anticipated revenue of $ 24,229.44.   

In accordance with ordinance provisions, Sewer Use Charges shall be computed as follows: 

“Section 3 - Development of Sewer Use Charges: Sewer Use Charges to recover 
operation, maintenance and replacement costs shall be computed as follows: 

(a). Estimate the annual operation, maintenance, repair, replacement, and capital 
improvements costs for the wastewater collection and treatment system (Annual 
Operating Costs). 

(b). Estimate the prior year’s total REUs for the entire sewage system. 

(c). Compute the monthly Sewer Use Charge for each REU by dividing the 
estimated Annual Operating Costs by the estimated REUs and then dividing by 
twelve (12). 

(d). Each User of the sewage system shall then be required to pay the Sewer Use 
Charge for each REU times the number of REUs for that property.” 

Recent expenses are not indicative of a typical year’s annual operating expenses, due to the corrective 
actions taken in the sewer fund.  The sample calculation below utilizes approximate 2013/2014 expense 
totals of $35,000 in the calculations.   

The CIP included in this report has not been generated in the past.  Instead, the historic expenses reflected 
in the table in Section 2 include most of the capital outlay projects for the year in question.  Future 
expenses will be recorded either in the CIP, or under the operation & maintenance fund.  Therefore, the 
following sample calculation includes only the addition of the Street & Road Fund payback in the 
calculation for CIP funding. 

 

SAMPLE COMPUTATION 
Using the scenario of $35,000 in expenses and $13,000 in additional CIP expenses for repayment of the 
Street & Road Fund, rate computations would be: 

 The sample computed monthly sewer use charge per REU: 

{$35,000 + $13,000}       X        1 Year             =         $ 36.68 per REU per Month 

  109.02 REUs/Year                 12 Months 
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SECTION 4: RECOMMENDATIONS 
4.1 POLICIES & PROCEDURES 

Continue to implement policies and procedures to enforce the terms of the ordinance, thereby reducing 
the likelihood of major repairs that could have been prevented.  Improve payment metrics through 
consistent communication and enforcement activity.  

4.2 ADMINISTRATIVE/SCHEDULE 

Receive written input from customers, stakeholders, and members of the public about this study.  Hold 
the Public Hearing on October 19, 2016 at 7:00 pm to hear comments an input on the Draft 2016 Rate 
Study.  Following the public hearing, provide staff with direction.  Receive the Final 2016 Rate Study at 
the November regular township board meeting, discuss, revise as needed, and adopt new rates. 

Make policy decisions, and also decisions about customer input concerning issues pertaining to the Final 
2016 Rate Study, and future rate studies.  Revise the Draft 2016 Sewer Rate Study accordingly. 

Complete future rate studies on or before July 29 annually. 

4.3 OPERATIONAL 

Complete a system-wide inspection to evaluate the condition of the infrastructure, improvement needs, 
and other items; with the help of a consulting engineering firm.  Inspect facilities as needed, and obtain 
customer inspection fee if applicable. 

4.3 FISCAL 

 Review and revise the 2016 REU schedule as needed.  Adopt the schedule. 

 Consider exempting the Planning Commission from completing the 6-year CIP, due to personnel 
changes and involvement in other major activities.  Delegate its completion. 

 Review the sewer system CIP, make changes as needed, and adopt the CIP.   

 Provide direction on tasks to be charged to the sewer use fund, if policy-related
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APPENDIX H:  ADMINISTRATIVE RULES & POLICIES 
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