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5 October 2016

Ms. Jean Wierenga, Clerk
St. James Township

PO Box 85

Beaver Island, Ml 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. | encourage you to direct any comments
or questions regarding this study to me at StJamesTwp.Bl@gmail.com.

Best Regards,
ST. JAMES TOWNSHIP

(Manee & Ler

Maureen E. Turner, PE

Copy to:  St. James Township Board of Trustees
Darrell Butler, Public Works Supervisor
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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 (REUSs), 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)" 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:

v 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.

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

v" 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.

v"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.

! 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:

B Crediting accounts for all amounts paid from system startup in 2004 through 03/31/2015

B Adjusting all accounts downward to remove any service fees prior to 09/30/2010

B 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.

Expenses®: 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.

= |f 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.

m  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 EXPENSE NEEXT’IEE\I(IES'\:E;jE
FY 2013/2014 $ 23,490 $ 34,482 ($ 10,992)
FY 2014/2015 $ 32,312 $ 36,265 ($ 3,953)
FY 2015/2016 $ 24,386 $ 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.
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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 assighed 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 REUSs 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}y 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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MOORE & BRUGGINK, INC.

Consulting Engineers
2020 Monroe Avenue, N.W, October 9, 2002
Grand Rapids, Michigan 49505-6298
Re:  Sanitary Sewer Ordinance
Project 940055.1

Mr. Donald Vyse. Supervisor
Mrs. Jean Palmer. Clerk

St. James Township

P.O. Box 85

Beaver Island, MI 49782-0085

Dear Don and Jean:

We have prepared a rate analysis for the sewer system. Now that a few of the major players have
hooked up. it will be necessary to adopt a Sewer Use Ordinance and a Sewer Rate Ordinance.
Draft copies of these proposed ordinances were sent to me on January 23, 2002, by Thomas
Reinsma. but because of the complexity and the need to gain some experience. serious
consideration of these two documents was put off but now must be addressed.

Probably the most important item on everyone's mind is what the sewer service cost will be.
Some may believe the special assessment bill for the system covers the operation cost, which is

incorrect.

Following are the three items which are necessary to compute a sewer service charge.

Annual Operating Budget

Based on weighted experience to date, and some assumptions, the first year budget should be :

Employee Cost
Supervisor 120 hours @ $30 = $3.600
Labor 120 hours @ $15 = $1.800
$5.400
Equipment Allowance (truck. etc.) 1.000
Replacement Fund 2,000
Extra Medical Cost/Training 200
Electric Power/Telephone 1.200
Mowing 300
Sludge Disposal $2.100/3 years 700
Engineering Support 1,000
Billing and Collection 1.200
Annual Budget $13.000

Phone: (616) 363-9801 Fax: (616) 363-2480 e-mail: mailbox@mbce.com www.mbce.com
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October 9, 2002
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Customer Analvsis

This will be the most contentious issue. All of the above cost will be incurred even if some of
the customers are seasonal. Some homes have different size families. After much debate, we
are recommending the sewer bill be on a Residential Equivalent Unit basis (1 REU = flow from
an average house), and that the charge be on a readiness-to-serve concept basis. That is. the
Township sewer is ready to serve at all times, and credit cannot be given for those periods in
which the property owner decides he doesn't need the service. Because the sewer bill will be
quite modest compared to mainland rates, a charge system without seasonal discounts should be
acceptable.

In order to be fair, and in the interest of public health and the environment, all customers in the
special assessment area should be required to connect soon, and those in the north extension

encouraged to connect.

Based on our prior work and some modifications, we believe the first year customers should total
about 79 Residential Equivalent Units (REUs) (see chart).

Sewer Rate Charge (per REU)

The rate calculation formula is simple and can be adjusted each year.

Budget = Annual CostyREU  $13.000 = $164.08/year, or $13.67/month. round to $14
REUs 79.23

This rate would have the following impact on sample properties:

House 1.0 REU x $14 = $14/month
Gillespie Office 1.6 REU x $14 = $22.40/month
Shamrock 13.25 REU x $14 = $185.50/month
Boat Company 8.0 REU x $14 = $112/month
Yacht Dock 7.0 REU x $14 = $98/month

Because the bills are simple. they could be sent out every quarter, and the budget reflects four
collections per year.

In other matters. I am concerned that the inspection of the Shamrock connection. for example,
may or may not have included an interior inspection to be sure there is an adequate grease trap,
the absence or malfunction or poor maintenance of which will raise havoc with our system and
drastically shorten its drainfield life. Marty, who has been most helpful with this budget. as has
Jean., will be checking this inspection coverage with Charlevoix County. The connection rules
are Tully stated in the Sewer Use Ordinance.
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If this looks like a reasonable approach to budget and rates. John Racek and I will start wading
through the deep waters of the proposed ordinance. Please call me with concerns as they
develop. Il help with the public presentation of this at the appropriate time if you wish.

\ie,rltrul yours, ,

/ Ay C o7

\ Gary C. Voogt, P.E.
President

GCV/elt
ce: Thomas Reinsma
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EXHIBIT A

Beaver Island, St. James Township Sewer System

SCHEDULE OF UNIT FACTORS

User

Residential Equivalent Unit (REU) Factor

Bakery

Bank

Bar

Barber Shop

Beauty Shop

Boarding House, Boarding School
Bowling Alley (with bar and/or restaurant)

Car Wash

Church

Church Fellowship Hall

Cleaners (pick-up only. no on-site cleaning
or pressing facilities)

Cleaners (cleaning and pressing facilities)

Condominium

Convalescent Home

Convenience Store

Day Care Center

Drug Store

Ferry Boat Terminal

Fraternal Organization {with bar and/or
restaurant)

Funeral Home

Health Club

Hospital

Hotel. Motel

Laundry (self-serve)

Marina

Multiple Family Residence (Apartments)
Museum

Office Building (general)

1.25/1000 sf

1.00/1000 sf

3.00/1000 sf

1.00/shop + 1.00/1000 sf

1.00/shop + 1.00/1000 sf

1.90/premise + 0.25/bedroom

0.16/alley (bar and restaurant to be computed
at their respective REU)

a) Manual do-it-yourself 2.50/stall

b) Semi-automatic (mechanical without
conveyor) 10.00/lane

¢) Automatic (with conveyor) 20.00/lanc

d) Automatic (with conveyor, conserving and
recycling water) 8.00/lane

0.20/1000 sf

1.00/1000 st

1.00/shop

1.25/premise + 1.00/1000 sf

1.00/unit

0.22/bed

1.00/1000 sf

1.00/premise + 0.25/1000 sf

1.00/1000 sf

8.00/premise

0.16/hall (bar and restaurant computed at their
respective REU)

1.42/1000 sf

1.25/1000 sf (swimming pool to be computed
at its respective REU)

1.10/bed

0.40/room

0.54/washer

0.25/slip

0.75/unit

0.50/1000 sf

0.40/1000 sf

Page A-5
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User

Draft 2016 Sewer Rate Study

Residential Equivalent Unit (REU) Factor

Office Building (medical, dental, clinic. etc.)
Public Institution - Others

Restaurant (without bar)

Restaurant (with bar)

Restaurant (drive through only)

Retail Store

Rooming House (no meals)

School

Service Station/Auto Repair Shop

Single Family Residence

Snack Bar, Drive-In

Strip Malls and Businesses with
Common Walls

Supermarket, Grocery Store

Swimming Pool (indoor, including showers)
Theater - Indoor

Travel Trailer Parks and Campgrounds
Two-Family Residence

Veterinary Facility

Veterinary Facility with Kennel

Warehouse or Storage Building

1.42/1000 sf

0.75/1000 sf

2.50/1000 sf

3.00/1000 sf

3.00/1000 sf

1.00/premise + 0.30/1000 st

0.25/bed

1.00/classroom (swimming pool to be
computed at its respective REU)

1.00/premise + 0.40/1000 sf

1.00/unit

4.00/1000 sf

Minimum of 1.00 per business + 0.30/1000 sf
(extensive water users such as restaurants
and health clubs calculated based upon
their respective REU)

1.10/1000 sf

2.85/1000 sf (water area)

2.00/theater

0.20/site

2.00/building

1.50/premise

1.50/premise + 0.50/kennel

0.10/1000 sf

Page A-6
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APPENDIX B: 2014 SEWER USE AND RATE ORDINANCE
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APPENDIX C: TOWNSHIP AUDITS: (FY 13/14 - 15/16 AND
INDEPENDENT AUDIT)

0
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 8 and the information on pages 31 through 33 be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inguiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township's basic financial statements. The combining and individual fund financial
statements and schedules are presented for purposes of additional analysis and are not a required part of
the financial statements.

The combining and individual fund financial statements and schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and recenciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual fund financial statements and schedules
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Chactoveled Fagfpuon LY
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Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an
accounting principle to Township's financial statements or a determination of the type of auditor's opinion that
may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as Township’s auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

In addition to the material weaknesses reported in a separate letter, we also noted the following items:

*  We recommend that the Township develop procedures for the documentation of journal entry
transactions. We suggest the procedures include maintaining a printed copy of each journal entry and
any applicable documentation supporting the purpose of the journal entry. We also suggest that
procedures require review and approval of each journal entry by someone other than the journal entry
preparer.

= The Township's policies for investments, electronic (ACH) transactions, fixed asset capitalization,
sewer use fees and penalties, and credit card use need to be approved and/or updated to be in
compliance with State laws. We suggest the Township Board review the existing policies and adopt
new or updated policies as required or needed.

« We noted several long outstanding checks included on the Township bank reconciliations. State Law
requires that unclaimed property be remitted to the state. We suggest review of state escheat laws
regarding unclaimed property to assure compliance.

Other Matters

We applied certain limited procedures to the management's discussion and analysis and budgetary comparison
information schedules, which are required supplementary information (RSI) that supplements the basic financial
statements. Qur procedures consisted of inguiries of management regarding the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We did not audit the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on general fund schedules, which accompany the financial statements but are not
RSI. With respect to this supplementary information, we made certain inquiries of management and evaluated the
form, content, and methods of preparing the information to determine that the information complies with
accounting principles generally accepted in the United States of America, the method of preparing it has not
changed from the prior period, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary information to the underlying accounting
records used to prepare the financial statements or to the financial statements themselves.

Restriction on Use

This information is intended solely for the use of Township Board and management of the Township and is not
intended to be, and should not be, used by anyone other than these specified parties.

Sincerely,

el Hafpeor L
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Audit adjustments

Account name Debit

Credit

Draft 2016 Sewer Rate Study
Page C-89

101-027 - Taxes Receivable

101-401 - Taxes:401-402 - Current Property Taxes
101-401 - Taxes:401-447 - Tax Administration Fees
to record delinquent tax settlement

101-258 - Accrued Taxes Payable
101-101 - Legislative: 101-715 - Payroll Taxes
To adjust taxes payable to correct amount

206-202 - Accounts Payable

206-336 - Fire Department: 336-930 - Repairs and Maintenance
590-202 - Accounts Payable

536-930 - Repairs and Maintenance

101-202 - Accounts Payable

101-101 - Legislative: 101-800 - Professional Services

To record accounts payable

580-136 - Marina Building & Docks
447-800 - Contracted Services
depreciation expense

580-155 - Accumulated Depreciation
depreciation expense

590-155 - Accumulated Depreciation

To post additions and depreciation expense in enterprise funds

536-702 - Wages and Salaries

536-715 payroll taxes

590-215 - Due to General Fund

101-086 - Due From Sewer Fund

101-101 - Legislative: 101-715 - Payroll Taxes

206-336 - Fire Department.336-702 - Chief & Officer Wages
payroll taxes

206-215 - Due to General Fund

101-088 - Due From Fire Fund

101-101 - Legislative: 101-715 - Payroll Taxes

447-702 - Wages and Salaries

payroll taxes

580-215 - Due to General Fund

101-085 - Due from Yacht Dock

101-101 - Legislative: 101-715 - Payroll Taxes

101-257 - Assessor:257-800 - Contracted Services

101-215 - Clerk:215-702 - Salary

101-253 - Treasurer:253-702 - Salary

101-170 - Supervisor.170-702 - Salary

101-101 - Legislative: 101-702 - Trustee Wages

101-751 - Parks & Recreation:751-702 - Wages and Salaries
101-721 - Planning & Zoning:721-710 - Zoning Administrator
101-247 - Board of Review:247-702 - Salary

101-101 - Legislative: 101-715 - Payroll Taxes

21,267.14

1,236.56

10,000.00

4,425.33

477220

14,400.00
40,027.00

12,756.00

10,178.70
1,042.11

11,220.81

2,714.00
612.00

3,326.00

8,339.45
257795

10,917 40

71.42
2197.24
2,846.70
1.779.48
1,192.64
3,083.72

510.97

82.37

To record amounts due to and from other funds for wages and payroll tax

590-251 - Accrued Interest
536-995 - Bond Interest
to adjust accrued bond interest to correct amount

590-028 - "Accounts Receivable-Sewer Use
590-029 - *Accounts Receivable-assessments
to d nents beginning balance

Page 10f 2

780.00

58,582.00

19,255.50
2,011.64

1.236.96

10,000.00

4,425.33

477220

14.400.00
40,027.00

12,756.00

11,220.81

11,220.81

3,326.00

3,326.00

10,917.40

10,917 .40

11,764 .54

780.00

58,582.00
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Audit adjustments

Account name Debit

Credit
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671-672 - Special Assessments
590-029 - *Accounts Receivable-assessments
To adjust assessments to cutstanding amount at march 31

590-028 - *Accounts Receivable-Sewer Use
600-625 - Sewer Use Fees

to record remaining receivable from King Strang for 2009 hookup fees

101-390 - Fund Balance

101-101 - Legislative: 101-965 - Other Expenses

32000 - Unrestricted Net Assets

600-625 - Sewer Use Fees

B00-625 - Yacht Dock Fees

580-390 - Fund Balance

to record net affect of adjustmens to fund balances from prior audit

446-990 - Debt Services
Debt principal
to reclass interest portion of payment

600-625 - Sewer Use Fees
590-028 - “Accounts Receivable-Sewer Use
to adjust charges and receivables to detail

206-401 - Current Property Taxes
206-5381 - Contributions from Peaine Twp

27,963.00

8,000.00

1,848.00

3,868.00

18.00

697.50

3,785.14

16,764.29

to reclassify peaine twp contribution which was included in property tax acct

Taxes receivable - delinquent
DUE TO OTHER govts
property taxes

paid to Peaine

Taxes receivable - delinquent
DUE TO OTHER gaovts
property taxes

paid to Peaine

Taxes receivable - delinquent
DUE TO OTHER govts
property taxes

paid to Peaine

Taxes receivable - delinquent
DUE TO OTHER govts
property taxes

paid to Peaine

Taxes receivable - delinquent
DUE TO OTHER govts
property taxes

paid to Peaine

to record tax account activity

Page 2 of 2

4,627.00

47,309.00
453400

46,359.00
4,627.00

47,309.00
1,156.00

11,822.00
7,866.00

80,428.00

27 963.00

8,000.00

1.848.00
3.868.00

18.00

697.50

3,785.14

16,764.29

4,627.00
47,308.00

4,534.00
46,358.00

4,627.00
47,309.00

1,156.00
11,822.00

7,866.00
80,428.00
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NOT INCLUDED IN THIS APPENDIX. Please refer to 2016 Rate Study Appendix B to review this

Document.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 8 and the infermation on pages 31 through 33 be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inguiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.,

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township's basic financial statements. The combining and individual fund financial
statements and schedules are presented for purposes of additional analysis and are not a required part of
the financial statements.

The combining and individual fund financial statements and schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and recenciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual fund financial statements and schedules
are fairly stated, in all material respects, in relation to the basic financial statements as a whole

Chadlorroldd Fagfpor LY
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October, 2016

3l S ds require that we provide you witl
auditing standards, as well as certain informa
ir audit. We have communicated such information in our letter
s also require that we communicate to you the following information

it

Qualitative Aspects of Accounting Practices ‘ 4
anagement is responsible for the selection and use of appropriate accounting policies. Th
accounting policies used by the Township are described in Note 1 to the financial statements. No |
policies were adopted and the application of existing policies was not changed during the

 transactions entered into by the Township during the year for which there is a lack of
50 s. All significant transactions have been recognized in the financial statements in the p
scounting estimates are an integral part of the financial statements prepared by management

Ws knowledge and experience about past and current events and assumptions t
n accounting estimates are particularly sensitive because of their significance to the fina

‘and because of the possibility that future events affecting them may differ significantly from

~ most sensitive estimate affecting the Township's financial statements is the useful lives of capital
Management's estimate of the useful lives of capital assets is based on histor
usefulness and expected future usefulness of those assets. We evaluated the key
assumptions used to develop the estimate in determining that it is reasonable in re

financial statements taken as a whole.
cial statement disclosures are neutral, consistent, and clear.

Encountered in Performing the Audit 3
no significant difficulties in dealing with management in performing and compl
e Masttoments s
ards require us to accumulate all known and
that are clearly trivial, and communicate th
all such misstatements. A list of
of the audit is attached. :
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nt Consultations with Other Independent Accountants

@ cases, management may decide to consult with other accountants about T
0 obtaining a “second opinion” on certain situations. If a consultation involves
‘to Township's financial statements or a determination of the type of aud
on those statements, our professional standards require the consulting 2
. ine that the consultant has all the relevant facts. To our knowledge, there were no
“other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting princi
standards, with management each year prior to retention as Township's auditors. However, th:
occurred in the normal course of our professional relationship and our responses were not a con
retention.
- In addition to the material weaknesses reported in a separate letter, we also noted the following items:

« The Township's policies for investments, electronic (ACH) transactions, fixed asset capitaliza
credit card use need to be approved and/or updated to be in compliance with State laws. We s
the Township Board review the existing policies and adopt new or updated policies as req
needed.

« There are currently some insignificant amounts within the sewer receivable that may not be collec
Management should make an assessment of these accounts and take action to enforce collection

write them off as uncollectible.
Other Matters
We applied certain limited procedures to the management's discussion and analysis and budgetary com
information schedules, which are required supplementary information (RSI) that supplements the basic fi
statements. Our procedures consisted of inquiries of management regarding the methods of preparing
information and comparing the information for consistency with management's responses to our inquiries,
basic financial statements, and other knowledge we obtained during our audit of the basic financial st:
We did not audit the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on combining and individual fund statements and schedules which accon
financial statements but are not RSI. With respect to this supplementary information, we made certain in

t and evaluated the form, content, and methods of preparing the information to determing
jon complies with accounting principles generally accepted in the United States of America, the r
g it has not changed from the prior period, and the information is appropriate and complete
it of the financial statements. We compared and reconciled the supplementary infor
accounting records used to prepare the financial statements or to the financial state

d solely for the use of Township Board and manage
ot be, used by anyone other than these specified p

: - Sincerely,
e

[ ]
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St James Township
3/31/2016

208-000-202.000 206-202 - Accounts Payable 10,000.00
206-336-970.000 208-970 - Capital Qutlay

590-000-202.000 5§90-202 - Accounts Payable 4,425.33

500-536-920.000 536-830 - Repairs and Maintenance 442533
101-000-202,000 101-202 - Accounts Payable 4,772.20 3
101-101-800.000 101-101 - Legislative:101-800 - Prof | Services 477220
204-000-202.000 204-202 - Accounts Payable 1.278.66

204-446-935.000 446-935 - Road Repairs 1.278.66
580-000-202.000 580-202 - Accounts Payable 1,316.82

580-447-920.000 447-920 - Utilities 1.316.82

To 2015 ts payabl

101-000-085.000 101-085 - Due from Yacht Dock 5,000.00

101-101-965.000 101-101 - Legislative:101-965 - Other Expenses 5,000.00
580-000-671.000 580-671 - Other Income 5,000.00

580-000-215.000 580-215 - Due to General Fund 5,000.00

to reclassify loan made to Yacht Dock Fund in June 2015

206-000-215.000 208-215 - Due to General Fund 3,326.00

206-000-380.000 206-390 - Fund Balance 3,326.00
580-000-215.000 580-215 - Due to General Fund 10,917.40 r
580-000-390.000 580-390 - Fund Balance 10,917.40

590-000-215.000 590-215 - Due to General Fund 11,220.81

590-000-390.000 32000 - Unrestricted Net Assets. 11,220.81

101-000-380.000 101-380 - Fund Balance 25464.21

101-000-085.000 101-085 - Due from Yacht Dock 10,917.40

101-000-085.000 101-086 - Due From Sewer Fund 11,220.81

101-000-088.000 101-088 - Due From Fire Fund 3,326.00

To reverse PY payroll tax allocation which was posted to GL twice

32000 - Unrestricted Net Assets 23748.14
580-000-028.000 590-028 - *Accounts Receivable-Sewer Use 58,582.00
580-000-029.000 590-028 - “Account ivabl 30,619.00

580-00 : : 8,000.00

To record PY receivable entries not posted

32000 - Unrestricted Net Assets 12.756.00
5080-155 - Accumulated Depreciation

580-155 - Accumulated Depreciation 12,756.00
To reclassify PY depreciation entry posted to wrong fund
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466.41
5,665.15

590-003 - Checking - 01 Sp. Assess #1895 30,767.50 ridi
'580-251 - Accrued Interest 787.50
580-300 - Bonds Payable 30,000.00
To reclassify bank loan payments - check dated 4/1/16 for final payment

101-258 - Accrued Taxes Payable 2,808.82
101-259 - State Withholding 576.57
101-101 - Legislative:101-715 - Payroll Taxes

101-101 - Legislative:101-715 - Payroll Taxes 3,921.80
101-258 - Accrued Taxes Payable

101-259 - State Withholding

101-260 - Retirement Withholding 3,645.24
101-101 - Leg 101-720 - Pension/F t

To reverse PY and set up CY payroll taxes payable

8,190.00
2,604.00

101-085 - Due from Yacht Dock 10,794.00
101-101 - Legislative:101-715 - Payroll Taxes

536-702 - Wages and Salaries 3.474.00
536-715 payroll taxes 1,875.00
590-215 - Due to General Fund

101-086 - Due From Sewer Fund 5,445.00
g - Legislative:101-715 - Payroll Taxes
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- State 9,250.00
To record grant amount against due toffrom as it should not have been paid to GF

7,080.12
3,252.62
101-401 - Taxes:401-447 - Tax Administration Fees 3,827.50
To reclass ived from state

101-027 - Taxes Receivable 21,267.14
101-401 - Taxes:401-402 - Current Property Ta> 19,255.50
Taxes 401-447 - Tax Administration F 2,011.64
xes Receivable 22 487.68

20,381.70
01-401 - Taxes:401-447 - Tax Administration Fees 2,105.98

436.16
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adjustment
to adjust charges and receivables to detail

590-028 - *Accounts Receivable-Sewer Use
600-625 - Sewer Use Fees
.I.o n It 11, atad l.—-l-m'

206-401 - Cument Property Taxes
208-581 - Contributions from Peaine Twp
to reclassify peaine twp which was Inch
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APPENDIX D: 2002 (CURRENT) REU SCHED & UNITS
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APPENDIX E: 2011 INSTALLMENT PURCHASE AGREEMENT

0
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K AND STONE. P.LC

MILLER. CANFIELD. PAGDC

RESOLUTION AUTHORIZING INSTALLMENT PURCHASE AGREEMENT

TOWNSHIP OF ST. JAMES
COUNTY OF CHARLEVOIX
STATE OF MICHIGAN

Minutes of a regular meeting of the Township Board of the Township of St. James.
County of Charlevoix, State of Michigan. held in said Township on the 4th day of May. 2011. at

7,32 o'clock p.m.. Eastern Daylight Time.

PRESENT: Members: R Soeok J oinn 1. M Donnugh
7 J J VAP

f'?. (E(/e Jl)ierenga
7 /

ABSENT: Members: — 0 =

The following preamble and resolution were offered by Member )’? Cole

and supported by Member 7. /M ¢ Dops, ;7/-;.

WHEREAS. an Installment Purchase Agreement (the “Agreement”) between the
Township of St. James (the “Township”). Plummer’s Environmental Services, Inc.. Byron
Center, Michigan (the “Vendor™). and Charlevoix State Bank. Beaver Island. Michigan (the
“Bank™). for the purchase of the acquisition and installation of certain sewer improvements
described in the contract between the Township and the Vendor dated as of April 21. 2011 (the
“Equipment™) has been prepared: and

WHEREAS. the Township shall purchase the Equipment for a purchase price of
$59.866.67 (the “Purchase Price™) through exccution of the Agreement: and

WHEREAS, the outstanding balance of all purchases by the Township under Act 99,
exclusive of interest, shall not exceed one and one quarter percent (1-1/4%) of the taxable value

of the real and personal property in the Township at the date of such contract or agreement; and

Draft 2016 Sewer Rate Study

Page E-2
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WHEREAS. purchase of the Equipment pursuant to the Agreement will not result in the
outstanding balance of all such purchases in excess of the limitation contained within Act 99 as
set forth above: and

WHEREAS, the Agreement is to be assigned to the Bank: and

WHEREAS. it is necessary to approve the Agreement and authorize the Supervisor and
Township Clerk to execute the Agreement and authorize Township officials to execute certain
other documentation relative thereto.

NOW. THEREFORE. BE IT RESOLVED THAT:

1. The Agreement is hereby approved substantially in the form attached hereto at

Exhibit A. The Township shall incur the debt described in the Agreement through execution of
the Agreement by the officers authorized below which debt shall consist of the Purchase Price of
$59.866.67 which shall be payable over a term of ten (10) years in quarterly installment
payments of principal and interest commencing September 1. 2011. with interest on the unpaid

principal at the rate of 4.50% per annum.

MILLER CANFIELD. PADDOCK AND STONE, P.L.C

2. The Supervisor and Township Clerk are hereby authorized and directed to execute
the Agreement and deliver it to Vendor, substantially in the form attached hereto with such
additions. changes and modifications as shall be approved by the Township’s Bond Counsel.

3 The useful life of the Equipment is hereby determined to be not less than ten (10)
years.

4, The Supervisor. Township Clerk and Township Treasurer are each hereby
directed and authorized to execute such additional documentation and open such accounts as
shall be necessary to effectuate the closing of the Agreement and the assignment thereof.

5. The assignment of the Agreement by Vendor to the Bank is hereby approved.
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MILLER. CANFIELD, PADDOCK AND STONE. P.L.C

6. The Township hereby agrees to include in its budget for each year commencing
with the current fiscal year. a sum which will be sufficient to pay the principal of and interest on
the Agreement coming due before the next fiscal year. In addition, the Township hereby pledges
to levy ad valorem taxes on all taxable property in the Township each year in an amount
necessary to make its debt service payments under the Agreement. subject to applicable
constitutional and statutory tax rate limitations.

7 The Township hereby covenants that, to the extent permitted by law. it shall take
all actions within its control necessary to maintain the exemption of the interest on the
obligations under the Agreement from general federal income taxation (as opposed to alternative
minimum or other indirect taxation) under the Internal Revenue Code of 1986, as amended.
including but not limited to. actions relating to the rebate of arbitrage earnings, if applicable, and
the expenditure and investment of proceeds of the Agreement and moneys deemed to be
proceeds.

8. The Township hereby declares that its obligations under the Agreement shall be
designated as “qualified tax-exempt obligations™ for purposes of deduction of interest expense by

financial institutions under the provisions of the Internal Revenue Code of 1986, as amended.

Draft 2016 Sewer Rate Study
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9. All resolutions and parts of resolutions insofar as they conflict with the provisions

ot this resolution be and the same hereby are rescinded.

\ P . _

AYES: Members: R Sweed Jlidoian 1.1 "'l-)d’n ough, 2. Cole | i rénge
Jr 7 J Pl J ) 7 /

ABSTAIN: e

NAYS: Members: i

RESOLUTION DECLARED ADOPTED.

< bt ot LEAA Ll B
_~Township Clerk

CERTIFICATE
I hereby certify that the foregoing is a true and complete copy of a resolution adopted by
the Township Board of the Township of St. James. County of Charlevoix. Michigan. at a regular

meeting held on May 4, 2011 and that said meeting was conducted and public notice of said

R, CANFIELD PADDOCK AND STONE. P.LC,

meeting was given pursuant to and in full compliance with the Open Meetings Act, being Act

MILLI

267. Public Acts of Michigan, 1976. and that the minutes of said meeting were kept and will be

or have been made available as required by said Act.

) /
i /2 UL F s P
. Township Clerk

i
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Exhibit A

[Attach Form of Installment Purchase Agreement here]
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INSTALLMENT PURCHASE AGREEMENT

TIIS AGREEMENT, dated as of May i’i 2011 by and between the Township of St
James, County of Charlevoix. Michigan (the “Township™), Plummer’s Environmental Services,
Inc.. Byron Center. Michigan (the “Vendor™). and Charlevoix State Bank. Beaver lsland,
Michigan, as assignee of the Vendor (the “Bank™). is as follows:

l. Purchase Price, Title and Useful Life. The Township agrees to purchase and the
Vendor agrees furnish and install certain sewer improvements (the “Equipment”™) as speeified
(the "Specifications") in the contract between the Township and the Vendor dated as of April 21,
2011 for a total purchase price of $59,866.67 (the “Purchase Price”) which will be paid to the
Vendor by the Bank on behalf of the Tovwmship on the closing date for the sale of the Equipment.
The Township will repay to the Bank the Purchase Price over a term of ten (10) years in
quarterly installment payments of principal and interest as set forth on Exhibit A, commencing
September 1, 2011 and on each December |, March 1, June 1, and September | thereafier to and
including June 1, 2021. The Purchase Price may be prepaid al any time, in whole or in parL.
upon payment of the prepaid principal amount without a prepayment penalty.

The Township shall pay interest on the unpaid balance of the Purchase Price to the Bank
as the assignec of this Agreement in accordance with Section 3 hereof, at a rate of interest of
4.50% per annum from the date funds are disbursed by the Bank as set forth in Section 3 hereof.
computed on the basis of a 30 day month and a 360 day year.

2. Incomporation by Reference. The Vendor and the Township agree to all of the
instructions. terms and conditions as may be outlined in the Vendor’s Specifications and any
supplements thereto. which are hereby incorporated by reference in full herein. In the eventof'a
conflict in terms between this Agreement and the Specifications. the specific terms of this
Agreement shall govern.

3. Assignment to Bank. The Vendor hereby irrevocably assigns this Apgreement
immediately to the Bank in consideration for and effective upon a payment from the Bank in the
amount of the Purchase Price to the Vendor., The Township hereby consents to said assignment,
except with respeet to the warranties and other obligations of the Vendor set forth in Paragraph 2
and in Paragraphs 4 through 6, inclusive, of this Agreement. all of which shall remain the sole
responsibility of the Vendor and shall not be assignable. With respect to the Bank. the Township
hereby waives any defenses based upon warranty, failure or inability of the Vendor to perform its
non-assignable obligations. To the cxtent that funds are disbursed 1o the Vendor by the Bank in
accordance with this paragraph, thc Township's obligation 1o the Bank is absolutc and
unconditional and shall remain in full force and effect until the amount of the payment io the
Vendor by the Bank as specified in this paragraph together with interest thereon shall have been
paid by the Township to the Bank. and such obligation shall mot be affected. modified or
impaircd upon the happening from time to time of any event, including without limitation any of
the following:
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(a) Any failure of title with respect to the Vendor's inierest in the
Equipment specified herein or the invalidity, enforceability or termination of this
Agreement;

(b)  The modification or amendment (whether matcrial or otherwise) of
any obligation. covenant or agreement set forth in this Agreement:

(¢) The voluntary or involuntary liquidation, dissolution, sale or other
disposition of all or substantially all of the assets, marshalling of assets and
liabilities. receivership. insolvency. bankruptcy. assignment for the benefit of
creditors. reorganization, arrangement, composition with creditors or readjustment
or other similar proceedings affecting the Vendor or any of its assets or any
allocation or contest of the validity of this Agreement, or the disaffirmance of this
Agreement in any such proceeding:

(d)  To the extent permitted by law, any event or action which would,
in the absence of this clause. result in releasc or discharge by operation ol law of
the Vendor from the performance or obscrvation of any obligation, covenant or
agreement contained in this Agrecment: or

(¢)  The default or failure of the Vendor fully to perform any of its
obligations set forth in this Agreement.

Tt is expressly agreed between the Vendor, the Township and the Bank. by acceptance of
the assignment of this Agreement, that the Township shall make all payment of principal and/or
interest directly to the Bank.

4, Warranty. The Vendor warrants its Equipment as set forth in the Specificarions
and pursvant to the manufacturer’s warranties and warrants its assembly of the Equipment. Any
warranties with respect to the Equipment shall not be assigned. but shall remain cnforceable by
the Township.

The Vendor represents and warrants that the assignment to the Bank of this Agreement
does nol violate any agrecment. contract or loan agreement to which it is a party, and that the
Agreement has been duly cxecuted and delivered by the Vendor.

5 Cntire Agreement. This Agreement and the documents expressly incorporated by
reference herein constitute the entirc agreement of the parties. All prior or contemporaneous
agreements, understandings, representations. and statements, oral or written, are herchy
terminated,

6. Amendments. Any attempt 1o modify the terms of this Agreement or of any
supporting document shall be ineffectual unless in writing, signed by all parties and the
Township agrees to secure the consent of the Bank to any such modifications, provided that the
consent of the Vendor fo the modification of any of the terms of payment by the Township to the
Bank shall not be required.
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7. Security: Tax Covenant. The obligation of the Township to pay principal and
interest under this Agresment is a general obligation of the Township. The Township shall
include in its budget and pay each year. until this Agreement is paid in full, such sum as may be
necessary each year to make all payments hereunder, when due. In addition. the Township
hereby pledges to levy ad valorem taxes on all taxable property in the Township each ycar in an
amount nccessary to make its debt service payments under this Agreement. subject to applicable
constitutional and statutory tax rate limitations. The Township covenants that it shall comply
with all requirements of the Internal Revenue Code of 1986, as amended, that must be satisfied
subsequent to delivery of this Agreement in order that interest thercon be (or continue to be)
excluded from gross income for federal income tax purposes. The Township designates the
obligations under this Agreement as “qualified tax-excmpt obligations™ for purpose of deduction
of interest expense by financial institutions.

8. Legislative Authorization. This agreement is made in accordance with and
pursuant to Act 99, Public Acis of Michigan, 1933, as amended.

[Remainder of this page inlentionally blank|
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9. Counterparts. This Agreement may be signed in any number of counterparts.
which counterparts shall be considered as one and the same instrument. Facsimile copies of this
Agreement shall have the full force and effect of an original document.

PLUMMER’S ENVIRONMENTAL SERVICES
as Vendor

)

By: z}""’f% ///..{‘,(.’//')'Z—’//'zf/{.

=
Its: S,

TOWNSHIP OF ST. JAMES

< -~ T
._———"/ (.7 ¢ / - __
"\. Aol | | .‘"- B g ‘," :
By: \ L ! -'.\"",; N \@J/C/
lts/;: Supcrvisor - y

By: - ot [ttt s zj; ol

Its/ Clerk

CHARLEVOIX STATE BANK
as Assignee

By:

Its:
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EXHIBIT A

MATURITY SCHEDULE

TOTAL
DUEDATE PAYMENT INTEREST PRINCIPAL

9/1/2011 $ 1.869.40 S 755.82 $1.113.58
12/1/2011 $ 1.869.40 § 660.97 $1.208.43

3/1/2012 § 1.869.40 S 647.38

6/1/2012 $ 1.869.40 S 633.63
9/1/2012 § 1.869.40 S 619.73 $1,249.67
12/1/2012 § 1.869.40 § 605.67 $1,263.73
3/1/2013 ' $ 1.86940 S 591.45 $1.277.95
6/1/2013 § 1.86940 S 577.07 $1.292.33
9/1/2013 $ 1.869.40 S 562.54 $1,306.86
12/1/2013 ' § 1.869.40 $ 547.83 $1,321.57
3/1/2014 § 1.86940 S 53297 $1,336.43
6/1/2014 § 1.86940 § 51793 $1.351.47

9/1/2014 $ 1.869.40 S 502.73 $1,:

12/1/2014 § 1.86940 § 487.35 $1.382.05
3172015 % 1.869.40 S 471.80 $1.397.60
6/1/2015 $ 1.869.40 S 456.08 $1,413.32
9/1/2015 $ 1.869.40 S 440.18 $1.42922
12/172015 $ 1.869.40 S 424.10 $1.445.30
3/1/2016 $ 1.869.40 S 407.84 $1,461.56
6/1/2016 $ 1.869.40 S 391.40 $1.478.00
9/1/2016 § 1,869.40 S 37477 $1.494.63
12/1/2016 $ 1.869.40 S 35796 S$1,511.44
3172017 § 1.869.40 S 340.96 $1.528.44
6/1/2017 $ 1.869.40 S 323.76 $1,545.64
9/1/2017 $ 1,869.40 $ 306.37 $1,563.03
12/1/2017 8 1.869.40 S 288.79 $1.580.61
3172018 § 1.869.40 S 271.01 $1,598.59
6/1/2018 $ 1.869.40 S 253.02 $1,616.38
9/1/2018 § 1.869.40 § 234.84 $1.634.56
12/1/2018 $ 1.86940 S 21645 $1.652.95
3/1/2019 § 1.869.40 $ 197.86 $1,671.54
6/1/2019 8 1.869.40 $ 179.05 $1.690.35
9/1/2019 $ 1.869.40 § 160.03 $1.709.37
12/1/2019 $ 1.869.40 S 140.80 $1,728.60
3/1/12020 § 1.869.40 S 121.36 $1,748.04
6/1/2020 $ 1.869.40 S 101.69 $1,767.71
9/1/2020 $ 1.869.40 S 81.81 $1,787.59
12/1/2020 § 1.869.40 S 61.69 $1.807.71
32021 8 1.869.40 S 41.36 $1.828.04
v 6/1/2021 $ 1.868.91 S 20.79 $1,848.12
$ 7477551 8§ 14.908.84 $59.866.67

9.020.370 1IS373-00003
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PLUMMER’S ENVIRONMENTAL SERVICES, INC. INVOICE NO.
INDUSTRIAL AND COMMERCIAL = 24 HOUR ANSWERING SERVICE

10075 SEDROC INDUSTRIAL DR., BYRON CENTER, M| 49315 70z38
PHONE: (616) 877-3930 FAX (616) 877-3937
MICHIGAN WATS: (800) 878-3996 INVOICE
~ r-f-ﬁr):r,r.‘;(/w/.#;r .(/ (z'rr-m'r.’/:mww'f rer Capd—
ST .JAMES TOWNSHIP ST.JAMES TOWNSHIP
SOLDTO:  po ROX 85 SHIPTO:  pO BOX 85
BEAVER ISLAND. MI 49782 BEAVER ISLAND. MI 49782
(231) 448-2830 (231) 448-2830
Dace 1 1.5% INTEREST AFTER 15 DAYS
ACCOUNT NO. |SME3RER | plRCHASE ORDER NO SHIP VIA COL|PPD| DATE SHIPPED TERMS INVOICE DATE | PAGE
STIAME TSMU WWTP 05/18/11L 15 days 05/19/11L
ary. -
PRI [t o2k ITEM NO. DESCRIPTION UNITPRICE  |?°%  EXTENDED PRICE
1 1 59866 .67 59866 .67
REHABILITAED CONCRETE TANK
STRUCTURE AT THE BEAVER [
ISLAND WWTP PER QUOTE. .
1 =1 700 .04 ~700.00
CREDIT FOR REPLACEMENT OF
FILTER. i
[
|
|
|
|
|
DUE TO THE INCREASED PRICE OF DIESEL SALE AMOUNT 59166 .67
FUEL WE HAVE HAD TO RAISE OUR FUEL
SURCHARGE TO 13.75%. : MISC. CHARGES
SALES TAX
FREIGHT .
Thank You TOTAL 59166 .67
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APPENDIX F: 6-YEAR CIP — EXCERPT OF ACT 33 OF 2008
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APPENDIX G: STREET & ROAD FUND REPAYMENT RESOLUTION
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- 1
it ‘Fund charges rates to its customers to 'GDW.'; '.
sts of the system, and

>, the remaining balance of the loan due to the Street & Road Fund
31, 2016, and h

{EREAS, the Township desires that the amount be repaid to the Road Fund by |
over a period of time not to exceed six years.

THEREFORE BE IT HEREBY RESOLVED:

1 1. The Sewer Fund will repay $96, 770.30 to the Road Fund as follows:

) a. 2016 -531,770.30
b. 2017 -$13,000.00
¢. 2018 -513,000.00
- d. 2019 -$13,000.00
e 2020-$13,000.00

2021 - $13,000.00 !

yments will be made annually on or before December 3
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APPENDIX H: ADMINISTRATIVE RULES & POLICIES
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APPENDIX |: PUBLIC HEARING NOTICE
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APPENDIX J: PUBLIC INPUT
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